For  Reference 

Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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/ILL*  STEEL  executive  look 
for  design  and  value. 

 All-Steel's new  1600  Scries 

|  Offers  you  the  many  advantages 
:bi  steel,  With,  the  executive  look. 
;  ;E)e5>k  and  table  back-panels 

.  .  available  in  choice  of  recessed 

K-=-i  !^  or  flush  design.  Three  panel 
^  styles:  To-the-floor,  18  inches 
~?->-arid  12  inches  high.  "Floating" 
^fetop  set  off  with  black  reveal. 

Specify  with  double,  single,  or 
life  no  pedestals.  Desks  and  cre- 
epy denzas  offered  with  choice  of 


9  pedestals,  including  EDP  for 
printout  storage.  Concealed 
wiring  channels  hide  telephone 
and  machine  cords.  Rush  bases 
in  mirror  or  brushed  chrome. 
Flush  drawer  pulls. 
Desks  and  tables  are  available 
with  or  without  center  drawer. 
For  more  information  on  the 
1600  Series  write:  All-Steel  Inc., 
Aurora,  Illinois  60507. 


All-Steel  Showrooms  i,  LoS  Angeles  Ch.co.go.  Aurora.  In  Canada.  All-Steel  Canada.  Ltd  One 


/ILL- STEEL 


of  the  iSli  Companies 


Now  is  the  time 
or  all  good  men 
toforget  ^ 
the  Party 


JAN  2  2 


While  we've  been  listening  for 
months  to  speeches,  promises 
and  predictions,  inflation  is  still  a 
crucial  concern,  the  national 
debt  has  kept  on  mounting, 
government  still  has  failed  to  cut 
waste  by  the  billions  necessary, 
our  energy  problems  remain 
unsolved. 

One  New  Year  Resolution 
by  all  of  us  would  answer  the 
worst  of  these  problems:  demand 
less  from  Government  and  more 
from  ourselves. 


mm 
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LIBRARY 


NEW  92-PAGE  BOOKLET 
of  our  American  business 
advertisements.  Write  on 
your  letterhead  to  Dept.  F 
for  a  free  copy. 


WARNER  &SWASEY 


This  is  our  Turning  Machine  Division's  newest 
addition  to  its  expanding  line  of  2-axis  NC 
turning  machines.  Putting  12  cutting  tools  in 
action,  the  3-SC  machines  large  workpieces 
faster  and  more  efficiently,  producing  vital 
parts  that  keep  America's  industry  moving 
(Protective  guarding  removed  to  show  ma- 
chine detail.) 


ductivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

6  THE  WARNER  &  SWASEY  COMPANY       Executive  Offices:  1 1 000  Cedar  Avenue,  Cleveland,  Ohio  441 06 


with  one-minute 

360-56<P* 
coast-to-coast 
dial-direct  rate 

and 

RAPIFAX100, 
error  free,  legible, 
35- second 
"electronic  mail" 

why  use  a  2-6  minute  system? 

'Lower  rates  apply  on  shorter  distances  and  during  olf-peak  hours 


For  a  demo,  free  savings  survey  or  literature,  call  or  write 

RAPIFAX 

CORPORATION 

6  Kingsbridge  Road.  Fairfield,  N.J.  07006  (201)  575-7023 
Toll  Free  (800)631-1155 
In  Canada,  Rapilax  of  Canada  Ltd  (416)  625-0624 


Rapifax,  6  Kingsbridge  Road,  Fairfield,  N.J.  07006 

□  Send  literature  □  Have  representative  call  □  I  want  a  demo 
Name  


Title  

Company  

Address  


City  

Phone_ 


.State. 
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Long  distance  rates  are  now  on  a  one-minut 
basis.  Which  clearly  shows  that  it  can  cost  yoi 
company  at  least  5  to  12  times  more,  per  trans 
mission,  to  use  any  facsimile  except  Rapifax10( 

In  one  minute,  Rapifax  100  can  transmit  two,  15( 
word  documents.  Even  with  graphics.  Whic 
makes  our  facsimile  transmission  less  expensiv 
than  special  delivery,  Telex,  Twx,  Telegram; 
Couriers  and  slow  facsimile. 

The  Rapifax  100  is  more  than  a  business  cor 
venience.  It's  a  money-saving  alternative  th< 
practically  guarantees  your  hard  copy  mail  wi 
be  delivered.  Using  existing  direct  distance  dia 
ing  facilities. 

In  fact,  it  can  cut  thousands  of  dollars  off  yoi 
monthly  phone  bill  through  its  speed  and  uniqu 
labor-saving  devices.  Like  automatic  line  verif 
cation.  Automatic  polling.  Confirmation  of  deli1 
ery.  Automatic  Document  Feeder.  Unattende 
operation.  Paper  cut  to  size,  eliminating  wast< 

Even  if  you  only  have  two  locations,  each  sent 
ing  5  to  6  documents  per  day,  you  can  cost  justi 
the  system.  And,  save  yourself  a  lot  of  maint* 
nance  headaches  with  our  national/internation 
field  service  and  telephone  diagnostic  center 
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This  special  issue  of  FORBES  is  built  around  the  magazine's  own  Yard- 
sticks of  Management  Performance.  They  are  used  to  measure  the  per- 
formance of  the  963  largest  U.S.  companies.  It  took  sales  of  at  least 
$250  million  to  be  included  in  this  year's  rankings. 
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You  should  be  bright  enough 
to  know  that  when 


Communications/Lighting/TV  &  Stereo/ Industrial  Products 
We're  a  jot  of  things  to  a  lot  of  people. 

General  Telephone  &  Electronics.  One  Stamford  Forum,  Stamford.  Conn  06904 


"Howth. 

improved  ou 


i      "With  two  9200s  and  one  operator, 
|  we  can  complete  crucial  rush  jobs 
totalling  more  than  1  million  copies 
a  month  at  a  savings  of  96  man-hours." 
Floyd  Bowman,  Chief 
Bureau  of  Administrative  Services 
Department  of  Public  Aid 
State  of  Illinois  wti 


On  an  average  job,  the  Xerox  9200 
turned  out  to  be  100%  faster  than  offset 
Why?  No  original  plating.  No  collating 
slowdown.  And  no  cleanup." 

Barbra  Cooper,  Manager 
Communications  Center 
Miller  &  Paine,  Lincoln,  Nebraska 


XEROX®  jnd  9200  *  arc  trademarks  or  XEROX  CORPORATION 


Cerox 9200 

igures!' 


"Because  of  the  Xerox  9200's  capability 
J  to  automatically  feed,  print  and  sort 
\j  simultaneously  I  find  it's  five  times  faster 
than  our  two  offset  presses." 

George  W.  Cook 
Production  Manager 
General  Research  Corporation 
McLean,  Virginia 


/ 


"Now  we  rarely  have  difficulty 
meeting  short  delivery  requirements 
our  customers.  In  our  business,  there  is  no 
tomorrow.  With  the  9200  weVe  improved 
turnaround  time  by  50%."  John  Kirincich 

Vice  President  &  Treasurer 
Mathias  &  Carr,  Inc.,  New  York,  N.Y.1 


The  Xerox  9200  Duplicating  System,  with  its  computerized  programmer,  can  automatically  feed,  cycle, 
e  and  sort  a  limitless  number  of  complete  sets  at  the  incredible  rate  of  2  pages  a  second.      »/r- r\r^j 
It  can  help  you  and  your  budget  look  a  lot  better.  AlI\Ua 
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Stories  We  Doubt  Will  Ever  Get  Covered 

As  a  whimsical  diversion  from  the  serious  business  of  producing  oul 
Annual  Report  on  American  Industry,  we  polled  the  Forbes  editorial  s 
the  following  burning  question:  If  wishes  were  news  stories,  what  hap] 
would  you  most  like  to  cover  in  1977?  Perhaps  you,  our  readers,  wo 
interested  in  the  results.  (Remember:  These  are  fantasies,  not  predie 

Executive  Editor  James  Cook:  "A  Saudi  Arabian-sized  oil  field 
covered  right  in  the  middle  of  Kansas  and  I  am  the  first  newsrr 
learn  of  it." 

Staff  Writer  David  Warsh:  "Harvard  economist  John  Kenneth  Gal 
confesses  his  sins  in  an  interview  with  me.  He  admits  that  during  all 
years  he  has  claimed  to  be  spouting  unconventional  wisdom,  he  has  bi 
fact,  merely  the  spokesman  for  conventional  academic  nonsense— whic 
ventional  nonsense  is  badly  out  of  date.  Galbraith  then  confides 
that  he  is  renouncing  economics  and  retiring  to  a  monastery." 

Managing  Editor  Sheldon  Zalaznick:  "Old  New  York  City  bon 
selling  at  par  and  new  ones  are  selling  out  at  5%  yields." 

Senior  Editor  Robert  Flaherty:  "The  United  Steelworkers  of  An: 
new  president  announces  that  his 
members  have  agreed  to  forego  a 
pay  raise  this  year  and  the  steel  in- 
dustry loses  no  time  in  proclaiming 
a  6%  across-the-board  cut  in  prices. 
President  Carter  blesses  both  sides." 

Washington  Rureau  Manager 
Paul  Sturm:  "In  preparing  his 
promised  reorganization  of  the  fed- 
eral bureaucracy,  President  Carter 
makes  the  following  proposal:  that 
federal  employees  get  a  10%  pay  in- 
crease in  return  for  agreeing  to  give 
up  the  privileges  that  protect  them 
from  being  fired.  A  spokesman  for 
the  civil  service  unions,  in  accept- 
ing the  idea,  declares:  'We  bureau- 
crats don't  want  any  privileges  that 
other  workers  don't  have— and  gee, 
fellows,  thanks  for  the  raise.'  " 

Executive  Editor  Dero  Saunders: 
"After  telling  their  tens  of  millions  of  watchers  that  American  Teleph< 
Telegraph  has  again  reported  record  quarterly  profits,  anchormen  f< 
three  major  networks  then  unfurl  charts.  They  proceed  to  inform 
viewers  that  this  profit  amounts  to  a  return  of  a  bit  over  6%  on  AT&T's 
capital.  They  also  remind  the  TV  audience  that  AT&T  provides  gooc 
for  close  to  a  million  Americans  and  the  world's  best  telephone  ser 

Reporter- Researcher  Sally  Hardesty:  "In  a  joint  announcement,  the 
of  the  Organization  of  Petroleum  Exporting  Countries  concede  tha 
world's  poor  countries  have  suffered  badly  from  excessive  increases  ii 
troleum  prices.  By  way  of  restitution,  OPEC  members  agree  to  cut 
military  spending  and  to  give  25%  of  their  earnings  to  the  poor  nat: 

Associate  Editor  Malcolm  S.  Forbes  Jr.:  "In  an  exclusive  interview 
me,  Senator  Edward  Kennedy  says:  'Helping  the  poor  is  important 
preserving  economic  incentives  is  important,  too— even  if  it  doesn't  win  ; 
votes.'  Kennedy  proposes  an  immediate  slash  in  marginal  tax  rates, 
for  corporations  and  for  individuals.  'The  lesson  of  Britain  has  not 
lost  on  me,'  Kennedy  concludes." 

Editor  James  Michaels:  "My  most  beautiful  fantasy  is  this:  We  do  a  h 
critical  story  on  some  big  company.  Immediately  afterward,  I  get  a 
from  the  company's  top  man.  The  letter  runs  along  these  lines:  'You  fe 
were  pretty  tough  on  us,  but  I  must  admit  that  you  had  all  the  facts  ; 
Anyhow,  let's  face  it,  I  have  done  a  lousy  job.  Please  don't  cancel  my 
scription.  When  you  call  us  next  year,  we  hope  to  have  a  better  story  to  t< 

Happy  New  Year,  everyone!  ■ 
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When  Vic  Maloof  says 
his  Construction  Management 
team  can  get  the  job  done- 
on  time  and  in  the  money, 
he's  telling  it  like  it  is. 


In  fact,  many  of  Heery  Associ- 
ates clients  have  saved  as  much 
as  15%  on  project  cost  and  re- 
duced the  completion  schedule 
by  25%  and  more.  All  this  within 
their  functional  and  quality 
requirements. 

Your  building  program  can  be 
on  time  and  in  the  money.  With 
you  in  control  all  the  way. 

Heery  Associates  Construc- 
tion Program  Management 
services  are  a  better  way  that 
you  should  know  about. 

Call  or  write  now  for  details. 


Heery  Associates,  Inc. 

Construction  Program  Management 


ATLANTA:  404-881-1666.  Telex  54-2165.  880  W  Peachtree  St ,  IM  W  ,  Atlanta.  Georgia  /  BALTIMORE:  301-235-3810  SAN  DIEGO:  714-563-0090 
EEC  COUNTRIES:  LONDON:  (Heery-Farrow.  Ltd  )  01-200-1234  Telex  851-922991  '  MIDDLE  EAST:  AMMAN:  42451  Telex  925-121 1 


Heat  Transfer 
PROBLEM  SOLVERS 
at  Young  Radiator 


YOU  CAN  DEPEND 
ON  THEM! 

And  Young  is  increasing  its  margin  of  de- 
pendability in  the  Heat  Transfer  Field  . . . 
with  new  offices  and  plants  in  Racine, 
Wisconsin  and  Centerville,  Iowa  . . .  major 
additions  at  Mattoon,  Illinois  ...  the  latest 
in  computerization  and  new  manufacturing 
control  systems.  Call  or  write  if  we  can 
be  of  service. 

Radiators  •  Heat  Exchanger* 
Oil  Cooler*  •  Unit  Heater* 

YOUNG  RADIATOR  COMPANY 

\f        2825  Four  Mile  Road, 
jWr     Racine,  Wisconsin  53404 

TELEPHONE:  414-639-1011 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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Foreign 


Making  It 

British  students,  as  well  as  foreign- 
ers, still  dream  of  going  to  Oxford 
or  Cambridge,  where  the  ivory-tower 
life  is  still  respectable  and  where  they 
can  commune  in  peace  with  the  coun- 
try's great  minds.  But  if  they  are 
thinking  about  going  to  work  after- 
ward, a  recent  Financial  Times  re- 
port shows,  they  might  consider 
studying  somewhere  else.  In  a  list  of 
the  U.K.'s  46  universities,  Oxford  and 
Cambridge  rank  27th  and  29th  in  the 
percentage  of  their  1975  graduates 
now  holding  long-term  U.K.  jobs— 
around  40%.  Many  of  the  low-status 
"red  brick"  universities  do  much  bet- 
ter on  the  jobs  score.  Among  these 
are  the  universities  of  industrial  cities 
like  Newcastle,  Glasgow  and  Man- 
chester, hardly  an  intellectual's  para- 
dise. The  report  provides  more  evi- 
dence—if any  is  needed— that  the 
scholarly  life  is  not  always  the  best 
preparation  for  the  world  of  work. 

The  Trouble  With  Britain  (Cont.) 

Even  the  British  are  getting  tired  of 
explanations  of  their  industrial  de- 
cline. The  Department  of  Employ- 
ment last  month  struck  back,  statisti- 
cally, with  a  report  that  98%  of  British 
manufacturing  plants  are  completely 
strike-free  and  that  eight  out  of  ten 
workers  work  in  strike-free  plants. 
The  villains  that  create  the  wrong  im- 
pression, says  the  department,  are  the 
docks,  the  mines  and  large  firms  em- 
ploying more  than  1,000  persons.  But 
the  study  did  not  include  workers 
elsewhere  affected  by  a  work  stop- 
page in  a  single  plant.  Because  British 
companies  make  do  with  thin  work- 
ing capital,  they  carry  low  inventories. 
Therefore  a  single  strike  can  paralyze 
several  other  plants  very  quickly. 


Business 


It's  All  Yours 

Is  a  supersonic  air  transport  in  the 
future  of  the  U.S.?  Don't  count  on  it. 
Charles  Tillinghast,  retiring  chairman 
of  Trans  World  Airlines,  says  his  air- 
line would  rather  take  the  annual  $20- 
miliion  revenue  loss  the  French  and 
British  Concordes  grab  from  TWA's 
international  routes  than  get  involved 
in  that  very  specialized  market  which 
would  probably  leave  British  Airways, 
Air  France  and  TWA  all  losers.  An- 
other reason?  To  really  compete  in  the 


market,  TWA  needs  a  fleet  of  three 
SSTs-at  a  $200-million  cost.  "We  just 
don't  have  that  much,"  says  the  for- 
mer law  clerk  for  Charles  Evans 
Hughes.  "And  if  we  did,  we  could 
find  better  things  to  do  with  it." 

"Profiting"  From  FASB-8 

Chicago-based  Jewel  Cos.  may  be 
the  only  major  U.S.  company  to  bene- 
fit—or appear  to— from  the  Mexican 
peso  devaluation.  Its  third-quarter 
earnings  jumped  from  a  1-cent-per- 
share  decline  to  a  32-cent-per-share 
gain.  But  it's  an  illusion  spawned  by 
the  Financial  Accounting  Standards 
Board  rule  of  Section  8— an  anomaly 
on  the  company  balance  sheet:  The 
Mexican  affiliate  always  has  far  more 
current  liabilities  than  current  assets. 
Jewel  is  so  important  to  its  Mexican 
suppliers,  they  willingly  wait  for  pay- 
ment until  long  after  their  wares  are 
sold— in  effect  carrying  its  inventories 
and  then  some.  So  when  devaluation 
shrank  all  current  items  in  dollar 
terms,  it  also  shrank  the  net  difference 
between  assets  and  liabilities.  That 
produced  a  "gain"  as  real  as  any  in-  I 
ventory  profit— and  about  as  useful. 
The  company  also  gets  something 
new  to  worry  about:  It  will  have  to 
report  a  loss  if  the  Mexican  peso  ever 
goes  up. 


Taking  The  Plunge 

Law  of  the  Sea  politics  and  eco- 
nomic prohibitions  notwithstanding 
(Forbes,  May  J),  a  U.S. -Belgium 
consortium  is  in  the  final  stages  of 
readying  America's  first  ocean-mining 
vessel.  The  Deep  Sea  Miner  II,  op- 
erated under  Liberian  registry  by 
Tenneco,  U.S.  Steel  and  Union  Mi- 
niere,  is  set  to  begin  sea  trials  early 
this  year,  aiming  to  mine  ocean-floor 
manganese— an  ingredient  essential  to 
steelmaking— from  a  "claim"  1,200 
miles  southwest  of  San  Diego.  The 
converted  German  ore  carrier  will  use 
a  hydraulic  airlift  method  to  scoop  up 
the  minerals.  Previous  efforts  by  the 
consortium  have  been  in  shallow  wa- 
ters. The  equipment  on  the  Deep  Sea 
Miner  II,  however,  will  plunge  to 
15,000  feet,  "where  the  real  meat  is," 
says  a  consortium  spokesman.  The 
group  hopes  to  go  commercial  on 
the  venture  by  1980. 

Goodbye  Phosphates? 

The  controversy  about  the  use  of 
phosphate  water  softeners  in  deter- 
gents could  soon  expire.  What  may 
end  the  shouting  is  synthetic  zeolite, 
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rith  my  Norelco  habit 
I  make  about 
15  more  calls  a  week. 

As  a  salesman,  I  only  make  money  when  I'm 
face-to-face  with  a  customer.  Writing  out  call 
reports  and  correspondence  longhand  was 
cutting  into  my  selling  time . . .  costing  me 
money.  Then,  I  got  the  Norelco  habit.  Now  I 
dictate  everything  on  my  Norelco  95,  and  let 
my  office  handle  the  paperwork.  That  saves 
me  enough  time  to  make  about  three  more 
calls  a  day.  It  pays  off  in  extra  sales  and 
commissions.  Get  the  Norelco  habit.  It  can 
help  put  more  money  in  your  pocket. 


The  Norelco  95  pocket- 
size  "idea  machine""  lets 
you  dictate  anything... 
anytime . .  .anywhere. 

Your  authorized  Norelco 
dealer  is  listed  under 
"Dictating  Machines"  in 
the  Yellow  Pages. 


Norelco ...  Quality  and  Reliability 


f 


"...  a  delightsome  land!' 

O  —Captain  John  Smith  ( 1608) 

Today,  Maryland  is  still  a  "delightsome  land".  .  .  not  only  for 
living,  but  for  business  as  well.  Consider  Maryland's  unique 
labor  training  programs,  for  instance. 

Working  to  fulfill  your  particular  needs,  Maryland  will  train 
your  workers  on  the  job,  or  even  while  your  plant  is  being 
built.  State  financed  labor  training  costs  include  instructors' 
salaries,  rental  or  provision  of  equipment,  rental  of  training 
space  on  or  oft  premises  and  training  aids. 

Add  Maryland's  locational  advantages,  strong  financing  pro- 
grams, its  ombudsman  program  to  assist  existing  businesses 
and  the  State's  genuine  livability  —  and  you've  got  good 
reason  to  consider  Maryland  when  conducting  a  site  survey. 

Maryland 

Office  of  Business  and  Industrial  Development 

Room  F-17,  1748  Forest  Drive,  Annapolis,  Maryland  21401 
Phone:  301-269-3514 

Maryland 
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a  family  of  sodium  aluminum  silicate 
compounds  that  the  soapers  are  now 
trying  out  as  a  substitute.  Procter  & 
Gamble,  for  one,  is  using  a  zeolite  in 
Tide,  thereby  cutting  its  phosphorus 
content  from  12%  to  3%.  The  word 
from  test  markets  in  the  Northeast 
and  Southwest  so  far  is  that  the| 
zeolites  have  no  bad  ecological  ef- 
fects. In  Germany,  soapmaker  Henkel 
is  testing  another  wash-day  detergent 
with  zeolite.  While  no  one  is  yet 
ready  to  go  all  out,  phosphate  pro- 
ducers like  Texasgulf,  W.R.  Grace, 
Occidental  Petroleum  and  Esmark  are 
keeping  a  wary  eye  on  the  situation 

Ranking  The  Auditors 

Has  the  accounting  profession  he- 
roine the  private  preserve  of  a  hand- 
ful of  accounting  firms?  That  is  one 
conclusion  to  be  drawn  from  the  re- 
cently published  directory  Who  Au- 
dits America?,  which  lists  the  75  au-i 
ditors  of  over  8,000  publicly  ownec 
companies  with  aggregate  sales  ol 
some  $1.6  trillion.  According  to  the 
study,  the  country's  so-called  "Bij 
Eight"  accounting  firms  audit  th< 
hooks  of  companies  responsible  fo 
94'/  of  those  sales.  While  Arthur  An 
dersen  &  Co.  audits  the  most  firm 
(1,055),  Price,  Waterhouse  &  Co 
audits  companies  with  more  sale 
($324  billion).  Ranked  by  the  sale 
of  companies  audited,  Price,  Water 
house  is  first  among  the  Big  Eighl 
accounting  for  20%.  After  that  com 
Arthur  Andersen  &  Co.,  with  159l 
Peat,  Marwick,  Mitchell,  with  1291 
Haskins  &  Sells  and  Coopers  &  L>| 
hrand,  11%  each;  Ernst  &  Ernst  an! 
Arthur  Young  &  Co.,  8%  each;  an| 
louche  Ross  &  Co..  69 . 


Washingtoi 


When  In  Rome  . . . 

The  more  the  Government  goes  ii 
to  areas  normally  reserved  for  pi 
vate  business,  the  more  it  is  forced 
act  like  one.  For  example,  Conra 
the  Government's  attempt  to  sa 
seven  bankrupt  northeast  railroac 
received  over  $2  billion  last  Fehrua 
in  congressional  appropriations  as  a 
ditional  start-up  money.  Most  of  th 
will  go,  as  intended,  to  track  ref 
bilitation.  But  Conrail  also  und< 
standably  finds  it  desirable  to  belo 
to  the  Association  of  American  Ra 
roads.  Result:  Some  $5.5  million 
public  money  goes  annually  to  p 
clues  to  a  private  organization.  ■ 
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>7years  ago  AIU  began 
leveloping  a  network  to 
;ell  and  service  insurance 
ill  over  the  world. 

Ibday,  it's  a  vital  part  of 
in  organization  selling  more 
nternational  insurance, 
employing  morepeqple 
>verseas,and  maintaining 
)ffices  in  more  countries, 
han  any  other  insurance 
roup  in  the  world.  [S 

^  j  Please 

^  I  oraani. 


American  International  Group 

240-701-69 
Maiden  Lane,  New  York,  N  Y  10005 

send  me  more  information  about  your 
organization  and  services. 

|  Name/Title   

|  Company  


Address  . 


City   State   Zip. 

Phono   


Fhat  organization  isjAIG. 


Today,  Maryland  is  still  a  "delightsome  land".  .  .  not  only  for 
living,  but  for  business  as  well.  Consider  Maryland's  unique 
labor  training  programs,  for  instance. 


Working  to  fulfill  your  particular  needs,  Maryland  will  train 
your  workers  on  the  job,  or  even  while  your  plant  is  being 
built.  State  financed  labor  training  costs  include  instructors' 
salaries,  rental  or  provision  of  equipment,  rental  of  training 
space  on  or  off  premises  and  training  aids. 

Add  Maryland's  locational  advantages,  strong  financing  pro- 
grams, its  ombudsman  program  to  assist  existing  businesses 
and  the  State's  genuine  livability  —  and  you've  got  good 
reason  to  consider  Maryland  when  conducting  a  site  survey. 

Maryland 

Office  of  Business  and  Industrial  Development 

Room  F-17.  1748  Forest  Drive,  Annapolis,  Maryland  21401 
Phone:  301-269-3514 

Maryland 


Trends  &Tangents 


a  family  of  sodium  aluminum  silicate 
compounds  that  the  soapers  are  now 
trying  out  as  a  substitute.  Procter  & 
Gamble,  for  one,  is  using  a  zeolite  in 
Tide,  thereby  cutting  its  phosphorus 
content  from  12%  to  3%.  The  word 
from  test  markets  in  the  Northeast 
and  Southwest  so  far  is  that  the 
zeolites  have  no  bad  ecological  ef- 
fects. In  Germany,  soapmaker  Henkel 
is  testing  another  wash-day  detergent 
with  zeolite.  While  no  one  is  yet 
ready  to  go  all  out,  phosphate  pro- 
ducers like  Texasgulf,  W.R.  Grace, 
Occidental  Petroleum  and  Esmark  are 
keeping  a  wary  eye  on  the  situation. 


Ranking  The  Auditors 

Has  the  accounting  profession  be- 
come the  private  preserve  of  a  hand- 
ful of  accounting  firms?  That  is  one 
conclusion  to  be  drawn  from  the  re- 
cently published  directoiy  Who  Au- 
dits America?,  which  lists  the  75  au- 
ditors of  over  8,000  publicly  owned 
companies  with  aggregate  sales  of 
some  $1.6  trillion.  According  to  the 
study,  the  country's  so-called  "Big 
Eight"  accounting  firms  audit  the 
books  of  companies  responsible  for 
94%  of  those  sales.  While  Arthur  An- 
dersen &  Co.  audits  the  most  firms 
(1,055),  Price,  Waterhouse  &  Co. 
audits  companies  with  more  sales 
($324  billion).  Ranked  by  the  sales i 
of  companies  audited,  Price,  Water- 
house  is  first  among  the  Big  Eight, 
accounting  for  20%.  After  that  come 
Arthur  Andersen  &  Co.,  with  15%; 
Peat,  Marwick,  Mitchell,  with  12%; 
Haskins  &  Sells  and  Coopers  &  Ly- 
brand,  11%  each;  Emst  &  Ernst  and 
Arthur  Young  &  Co.,  8%  each;  and 
Touche  Ross  &  Co.,  6%. 


Washington 

When  In  Rome  . . . 

The  more  the  Government  goes  in 
to  areas  normally  reserved  for  pri 
\  ate  business,  the  more  it  is  forced  t( 
act  like  one.  For  example,  Conrail 
the  Government's  attempt  to  save 
seven  bankrupt  northeast  railroads 
received  over  $2  billion  last  Februar) 
in  congressional  appropriations  as  ad 
ditional  start-up  money.  Most  of  tha 
will  go,  as  intended,  to  track  reha 
bilitation.  But  Conrail  also  under 
standably  finds  it  desirable  to  belong 
to  the  Association  of  American  Rail 
roads.  Result:  Some  $5.5  million  o 
public  money  goes  annually  to  pa; 
dues  to  a  private  organization.  ■ 
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>7years  ago  AIU  began 
leveloping  a  network  to 
ell  and  service  insurance 
ill  over  the  world. 

today,  it's  a  vital  part  of 
in  organization  selling  more 
nternational  insurance, 
employing  morepeqple 
>verseas,and  maintaining 
>ffices  in  more  countries, 
han  any  other  insurance 
nroup  in  the  world.  US 

^  |  Please 


American  International  Group 

.  240-701-69 

Maiden  Lane.  New  York,  N  Y.  10005 
I  Please  send  me  more  information  about  your 
I  organization  and  services. 

|  Name/Title   

|  Company  

I 
I 


Stale   Zip. 


Fhat  organization  isj  AIG. 


Westinghouse 

$40,000,000 

energy  saving* 
is  a  drop  in  the 

bucket. 


nghouse  cut  its  energy 
0,000,000  by  practicing 
t  preaches. 

relief  that  good  business 
at  home,  Westinghouse 
I  its  internal  energy 
vation  program  in  1973. 

hen,  Westinghouse  has 
I  expenditures  almost 
),000.  Savings  of  this  size 
come  from  hit  or  miss 
They  come  from  an  orga- 
irogram  guided  by  senior 
ate  officers  and  directed 
anager  of  fuel  utilization, 
tance: 

lacing  6,000  1000-watt 
-y  vapor  lamps  with  newer 
>re  efficient  400-watt 
i  vapor  lamps,  we  saved 
DO  a  year  on  electric  bills. 

ig  Westinghouse  coating 
logy  on  a  transformer 
I  line,  we  are  reducing 
consumption  30  percent 
t  sacrificing  quality. 


By  applying  a  one-inch  coat  of 
spray-on  urethane  and  aluminum 
coating  to  an  outside  wall  at  one 
location  alone,  we  reduced 
winter  heat  loss  and  saved 
$34,000  a  year  in  energy  costs. 

By  using  a  better-sealing  interior 
door  as  a  thermal  barrier,  we 
were  able  to  cut  heat  loss  by 
$2,300  a  year  in  one  plant  area. 

By  installing  equipment  to 
recycle  warm  air  from  paint 
spray  booths  we  were  able  to 
save  $9,450  a  year  in  energy 
costs  in  another  plant  area. 

In  yet  another  operation,  we  are 
saving  $1 13,000  per  year  in 
steam  generating  costs  through 
insulation  of  steam  pipe  lines. 

The  Westinghouse  headquarters 
building  itself  recycles  energy  by 
collecting  and  storing  heat  from 
the  lighting  system  that  was 
formerly  wasted,  then  uses  it  to 
heat  the  building.  Most  winter 
days  no  additional  heat  is 
needed,  and  in  summer  the 
system  reduces  heat,  so  air 
conditioning  takes  less  power. 
Energy  savings:  14  percent 
annually. 


But  Westinghouse  savings 
at  home  are  a  drop  in  the 
bucket  compared  to  the 
energy  that  can  be  saved  by 
American  industry  through 
the  use  of  Westinghouse 
products. 

These  Westinghouse  energy- 
saving  products  include: 

•  A  mini-computer  energy 
controller  that  lowers  utility  bills. 

•  An  oxygen  analyzer  for  auto- 
matic adjustment  of  furnaces 
and  boilers  to  burn  oil  more 
efficiently. 

•  The  Templifier™  heat  pump, 
which  recovers,  for  re-use,  heat 
energy  normally  discarded  in 
industrial  processes. 


•  Series  capacitors  that  increase 
the  capability  of  high-voltage 
transmission  lines. 

•  High-efficiency,  energy- 
conserving  electric  motors. 

•  Induction  heating  apparatus, 
which  heats  metal  three  times  as 
efficiently  as  gas. 

•  Residential  heat  pumps  that 
feature  some  of  the  highest 
efficiency  ratings  available  today. 

•  New  Ceramalux  bulbs  that  give 
twice  as  much  light  per  watt  as 
mercury  lamps. 

There  are  many  more 
Westinghouse  products  and 
systems  that  help  industry 
produce  more  products  more 
efficiently  while  using  less 
energy.  Altogether,  they  place 
Westinghouse  at  the  forefront  of 
the  switch  to  electricity. 


Westinghouse 


FLORIDA 

means  business  when  it  says. 
"WE  WANT  YOUR  BUSINESS." 


Reubin  O  D  Aske* 
Governor  State  ot  Florida 


No  "ifs,  ands  or  maybes",  Florida  is  interested  in  having  your 
plant  or  business  located  in  the  Sunshine  State. 

Our  professional  staff  is  at  your  service 


Write: 

Joe  Hennessy,  Director 

Division  of  Economic  Development 

Florida  Department  of  Commerce 

107  W.  Gaines  Street,  Room  882  h 

Tallahassee,  Florida  32304 

(904)  488-5507 


THE  PLACE  TO  BE 


We've  just  had 
our  best  year 

ia  history. 


These  are  exciting  times  at  Beech. 
Sales  of  Beechcrafts  to  companies  and 
government  organizations  around  the 
world  are  at  an  all-time  high.  And  the 
growing  need  for  fast,  fuel-efficient, 
on-demand  transportation  promises  an 
even  brighter  future.  A  complete  line 
of  popular  Beechcrafts  and  new 
products  like  the  pressurized  Beech- 
craft  Baron  58P  help  Beech  keep  the 
excitement  growing,  year  after 
year.  Consistently  setting 
new  records  in  sales  and 
earnings. 

Two-place  trainer  to 
jetprop  corporate  transport, 
there's  a  Beechcraft  for  your 
future. 


craft  Corpora 
K 

Kansas  6720! 


Readers  Say 


Chair  Who? 

Sir:  Re  "Enough  Of  All  This  'Pd 
son'  Nonsense"  {Fact  and  Comment 
Nov.  15).  A  chairwoman  is  obvion) 
ly  not  a  chairman,  even  when  a 
dressed  as  Madam  Chairman.  Whai 
wrong  with  chairwoman,  if  that's  wh 
she  is?  The  word  chairperson  is  us<i 
before  the  election  of  the  presidir 
officer  in  a  mixed  group  when  it  is  u; 
known  whether  the  officer  is  to  be 
man  or  a  woman. 

—Jean  Dubc 
Durango,  Col 

Sin:   May  I  suggest  a  neologisr 
"chairon,"    for    anyone  chairing 
meeting?  Let's  neuter  the  job. 

—Mitchell  R.  Zavon,  Ml 
Cincinnati,  Oh 

Sir:  I  have  a  friend  who  mig 
have  welcomed  being  called  chairpe 
son.  She  recently  served  as  ehairrru 
of  a  meeting  in  which  she  was 
dressed  as  chaircreature. 

— B.  Pauline  Gehrii 
Batavia,  N. 

Sir:  To  de-sex  words  used  wi 
man  or  men,  substitute  the  letter  "r 
for  "n"  and  familiar  words  would 
tain  their  general  appearance  and  1 
cation  in  the  dictionary.  To  illustrat 
The  mamager  read  his  office  mamvj 
while  having  a  mamicure  in  Mai 
hattan,  before  leaving  for  his  mamsio 

Perhaps  we  should  preface  oi 
statements  and  writings  with  this  els 
ification  from  the  first  paragraph  of 
will:  "In  this  instrument,  the  singu) 
includes  the  plural  and  the  masculi 
includes  the  feminine." 

-R.J.  Re 
Mt.  Prospect,  1 


Saunders  Ahead  Of  Gelco 

Sir:  Your  article  on  Gelco  (Nc 
1 )  referred  to  Gelco  as  being  tl 
fourth-largest  in  truck  leasing.  T 
most  recently  reported  figures  she 
Saunders  at  $21.5  million  and  t 
Feld-PepsiCo  division  of  Gelco  at  $ 
million.  Nos.  One,  Two  and  Three 
the  industry  are  Ryder,  Hertz  ai  | 
Leaseways  by  a  wide  margin. 

—Harris  Saunders 
Preside, 

Saunders  Leasing  System  It 
Birmingham,  A 


How  About  Irish? 

Sir:  Re  the  article  about  Briti 
government  bonds  (Dec.  1).  Some  i 
vestors  might  be  happier  with  Iri 
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How  to  be 
a  bright  young  man 

when  you're  not 
so  young  anymore 


Or.  how  to  be  a 
ight  young  woman: 

What's  young 
ing  up-to-the- 
linute?  Knowing 
nat's  happening  now 

^Bei^full  of  ideas  UlklWWW® 
)Out  how  your  company  should  move  with 
ie  latest  business  trends... how  it  can  react 
the  latest  national  or  international  busi- 
es news... how  it  can  anticipate  what's 
>out  to  happen  in  business? 

That's  what's  young,  and  it  doesn't  mat- 
r  how  many  years  you've  checked  off  on 
ie  calendar.  Gray  hair  has  little  or  nothing 
> do  with  gray  matter. 

The  Wall  Street  Journal  is  a  national, 
lily  business  publication  written  and  edited 

►  keep  its  readers  up-to-the-minute  and 
"ight  and  informed  on  what  is  happening  in 
ie  world  that  can  affect  them  or  their  com- 
mies or  their  industries. 

Every  business  day,  The  Journal  delivers 

>  its  readers  infonnation  they  can  use  that 
ly  —  not  old  and  tired  information,  but  fresh 


and  current 
and  important  news. 

Would  you  like  to 
jet  The  Wall  Street 
lournal  delivered  to 
your  home  or  office 
every  business  day?  It's 
/GM&^t/  easy.  Just  fill  out  and 
mail  in  the  attached  reply  card.  If  some 
young  and  impetuous  person  has  already 
taken  the  reply  card,  just  write  to:  The  Wall 
Street  Journal,  200  Burnett  Road,  Chicopee, 
Mass.  01021.  We'll  bill  you  later-for  any 
term  from  20  weeks  to  a  year  — at  only  86(f  a 
week. 

Try  The  Journal.  For  keeping  you  fresh 
and  bright  and  young  on  the  job,  it  can  be 
better  than 
jogging. 


The 
Wall  Street 
Journal 

'Price  good  in  United  States  and  possessions. 


h  imnv-f  lue  cem  engine  pan  can  iusi 

an  airline  $3,000  an  hour, 
euerv  houra  plane  is  out  of  service. 


B 


Keeping  track  of  spare  parts  is  just  one 
way  the  Sperry  Univac  computer  at 
United  Airlines  keeps  costs  under  control. 

Airlines  need  so  much  information  for  daily  oper- 
ations that  just  receiving  and  transmitting  facts 
was  a  full-time  job  for  scores  of  people. 

Now,  at  United  Airlines,  anybody  who  needs  to 


know  anything  simply  asks  a  Sperry  Univac™ 
puter.  The  computer  tells  flight  dispatchers  w 
planes  are  flying  where.  It  tells  crew  dispatch 
what  crews  are  available  where.  It  tells  mechai 
what  work  to  do  on  which  planes.  It  helps  devt 
flight  plans  that  use  less  fuel. 

The  computer  receives  and  distributes  mon 
formation  than  could  be  handled  any  other  waj 


dot 


es  the  people  at  United  more 
ductive  by  giving  them  the 
1  they  need  to  do  their  jobs 


er. 


nother  demonstration  of  the 
idea  at  Sperry  Rand  Corpora- 
:  Making  machines  do  more,  so  man  can  do  more. 
;he  common  purpose  that  makes  Sperry,  Sperry 


Flight  Systems,  Sperry  Univac, 
Sperry  Remington,  Sperry  Vickers 
.J2^,  and  Sperry  New  Holland  add  up  to 
*  Sperry  Rand  Corporation. 

For  more  information  about 
1  Sperry  Univac  computer  systems, 
write  to  Dept.  A,  Sperry  Rand  Corp.,  1290  Avenue 
of  the  Americas,  New  York,  N.Y.  10019. 


SPERRY  RAND  CORPORATION 


numinc  mncmnES  do  moRE,so  mm  cnn  do  hiorl 


america:  our  extra  dimension 


Some  people  think  of  us  as  an 
international  oil  company,  and  we 
But  we've  been  putting  a  new 
emphasis  on  America. 

In  almost  every  recent  year,  over  half 
our  capital  and  exploration  outlays 
have  been  in  the  U.S.  oil  business. 
Since  1970,  we've  invested  over  a 
billion  dollars— more  than  any  competi- 
tor—in Gulf  of  Mexico  lease  bonuses. 
Now  our  Gulf  discoveries  are  coming 
on  stream. 

Mobil 


And  our  earnings  outside  the  oil 
industry  are  largely  U.S. -based. 
Montgomery  Ward.  Container 
Corporation.  Mobil  Chemical. 
Contributing  together  nearly  one-sixth 
of  1975  earnings.  All  businesses 
subject  to  economic  climates  different 
from  petroleum. 


So  we're  much  more  than  "one  of  the 
international  oils.  ''  We're  a  balanced, 
diversified  energy  company.  Quick  or 
our  feet.  Stable.  With  rising  dividends 
for  1 6  consecutive  years. 


Improving  our  earnings  quality. 
Broadening  our  U.S.  earnings  base. 

We're  a  company  with  extra 
dimensions.  Strengths  that  make 
us  unique. 


waders  Say 


her  than  British  government  bonds, 
e  maximum  on  these  is  also  around 
I.  Large  amounts  of  Irish  govern- 
nt  bonds  change  hands  every  day 
i  there  is  a  free  market  in  most 
les.  The  interest  is  exempt  from  all 
ih  taxation  if  held  by  a  person  nei- 
fc  domiciled  nor  ordinarily  resident 
Ireland. 

-Philip  R.  Jacob 
Dublin,  Ireland 

ittered  And  Appalled 

Sir:  Re  "I  Hope  Felix  Rohatyii  Is 
Jimmy  Carter's  List"  (Fact  and 
lament,  Dec.  15).  Your  judgment 
food  is  obviously  far  superior  to 
u  selection  of  possible  Cabinet  of- 
ars  I  am  flattered  by  your  editorial 
3  appalled  at  the  idea  that  any- 
:lv  might  take  it  seriously. 

—Felix  G.  Rohatipi 
yew  York,  X  V 


lb 


>Pe_ 


Cqw  Ar» 


xon's  Dutch  Auction 

Sir:  I  don't  agree  with  your  blast 
Exxon  for  "end-playing  Wall  Street 
Serwriters"  (Fact  and  Comment, 
•c.  1 ) .  Competitive  bidding  is  the 
\  sure  w  ay  to  honesty  and  efficien- 
in  the  marketplace. 

—Malcolm  T.  Freeman 
Plandome,  N.Y. 

Sir:  The  danger  of  Exxon  using 
I  "Dutch  auction"  method  is  mini- 
I  in  comparison  to  the  mainte- 
uce  of  an  "indispensable"  commu- 
y.  in  this  case  Wall  Street.  Such 
community  tends  to  restrict  the 
w  and  development  of  new  ideas 
cause  the  cost  for  the  community  to 
uige  quickly  becomes  too  great, 
amples:  Our  overrelianoe  on  the 
ernal  combustion  engine  and  pe- 
ieum  energy. 

-Michael  John  Megeath 
Salt  Lake  City,  Utah 

ogressive  Pricing  By  OPEC 

Sir:  The  way  for  the  Organization 
Petroleum  Exporting  Countries 
>PEC)  to  sell  a  price  rise  is  to  use 
\  same  method  and  reasoning  that 
used  in  the  U.S.  for  taxing  income, 
pre  should  be  a  graduated  price 


NISSHO-IWAI 
EXPLAINED: 

A  general  trading 
company  with  a 
volume  of  over 
$13,000,000,000, 

servicing  the 
world's  needs  for 
more  than  10,000 
products,  required 

by  more  than 
30,000  customers 


Nissho-lwai  is  one  of  the  world's 
largest  general  trading  companies. 
We  have  160  offices  around  the 
world,  employing  8,500  people  in 
metals,  machinery,  textiles,  lumber, 
fuel,  chemicals  and  food. 

Together  with  our  parent  company, 
we  at  Nissho-lwai  American  Corp. 
can  guide  you  in  exports,  imports, 
construction,  exploration,  joint 
ventures  and  other  significant 
business  ventures.  We  would  be 
pleased  to  speak  to  you  about  your 
requirements. 


Nissho-lwai 

American 

Corporation 

The  American  Subsidiary  of 

<^ij>  Nissho-lwai  Co.,  Ltd. 

Rockefeller  Center 

1211  Avenue  of  the  Americas 

New  York.  N  Y  10036 

Offices  in  Anchorage/Atlanta/Chicago/Detroit 
Houston/Los  Angeles/Portland'San  Franosco'Seaine 
St  Louis  and  149  rnaio'  cities  throughout  the  world 
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America's  second-largest  cargo 
port  is  in  a  pretty  surprising  state. 


At  Hampton  Roads,  Viryinia.  they 
handled  over  53  million  tons  of  cargo 
last  year.  Second  only  to  New  York. 
And  well  ahead  of  some  other  ports  with 
higger  names  (hut  smaller  capabilities) 

Surprising9  Not  really. 

You  see.  with  five  "pure"  con 
tainer  berths,  steamship  service 
to  250  foreign  cities  and  hook 
ups  to  strong  highway  and 
rail  systems.  Virginias 
leading  port  is  on  its 
way  to  becoming 
America  's  lead 
ertoo 

When  it  happens,  don't 
be  surprised.  Be  here. 
Taking  advantage  of  the 
business  advan 
tagesofapretty 
surprising  state 

Virginia 

Profit  from  the 
Vigor  of  Virginia 


Write  Frank  Alspauyh.  Div  ol  Industrial  Development.  Rm  C06  State  Office  Bldg  Richmond.  Va  23219  Phone  (8041  786-3791 


for  maximum  i protection... 


the  Capitalist 


Keep  dry  in  the  wettest 
weather  with  this  handsome, 
sturdy  jumbo  umbrella. 
"Capitalist  Tool"  appears 
tastefully  in  red  on  the  over- 
sized, deep  blue,  double- 
ribbed,  nylon  canopy.  Heavy 
wood  shaft  and  Prince  of 
Wales  handle.  Not  available 
in  stores.  Price:  $20  (includes 
shipping  and  handling). 


Tool  umbrella 


u 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 

Please  send  me  Capitalist 

Tool  Umbrellas  for  $20.00  each.  I'd 

also   like  Capitalist  Tool 

neckties  at  $10.00  apiece.  Enclosed 
is  my  check  or  money  order 
Allow  4  weeks  for  delivery. 

Name__  


Address 


City_ 
State- 


-Zip- 


Readers  Say 


for  oil  based  on  ability  to  pay.  As 
rich  country,  we  should  pay  mori 
and  the  poorer  countries  should  pa 

less. 

—Edward  S.  Georf> 
Glenmont,  NT 


Too  Many  People  Not  Covered 

Sir:  One  point  overlooked  in  "Wi 
Voters  Vote  To  Cut  Their  Pensions': 
(Fact  and  Comment,  Nov.  1)  is  th. 
fewer  than  half  the  commercial  an 
industrial  companies  in  this  countr 
have  pension  plans  for  their  en 
ployees,  and  fewer  than  half  the  worl 
ing  men  and  women  have  pensio 
protection  for  their  retirement. 

—Moriz  M.  Dreyfi 
Philadelphia,  Pt 


Profits  And  Taxes 

Sir:  Re  "One  Promise  That  Cartt 
Should  Keep"  (Other  Comment 
Nov.  15)  concerning  relief  on  doubl 
taxation.  Wouldn't  it  be  at  least  equa 
ly  constructive  for  Carter  to  expan 
substantially  the  dividend  exclusio 
provision  for  individuals?  This  woul 
still  be  taxing  income  only  once  an 
such  a  "people's  loophole"  might  we 
bring  the  less-than-50%-bracket  ij 
vestor  back  into  the  capitalist  fold, 
would  also  be  a  good  method  of  eo 
ucating  the  public  and  answerin 
your  question  on  the  preceding  pagt 
"Why  Do  So  Many  Think  Busine 
Profits  Are  So  Much  Higher  Tha 
They  Are?" 

— C.T.  Went  gar 
Golden,  Col 


They're  Not  Carrying  Guns 

Sir:  Re  your  football  story  (No- 
15).  A  pom-pom  is  a  gun.  A  pompc 
is  what  those  girls  have  in  their  hand 
—Vernon  R.  Aide 
Boston,  Mas 


Same  Game? 

Sir:  In  Fact  and  Comment  (No 
15)  you  mention  the  idea  that  sali 
of  30%  to  50%  off  are  a  major  reasc 
for  the  public's  misconception  of  pro 
it  margins  and  cash  flow.  I  also  no 
in  the  same  issue  of  Forbes  an  insej 
tear-out  headlined:  "Save  40%  and  g 
your  own  copy  of  Forbes."  It  seen 
to  be  the  same  game. 

—J.B.  St.  Cla 
Houston,  Te 

Editor's  Note:  Not  quite.  Thert 
no  reduction  on  the  basic  subscri] 
tion  price.  A  subscription  is  40%  le 
than  buying  the  issues  individually 
the  cover  price— MSF. 
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nd  came  up  with  the  tre 


f  group  of  companies  can  tell 
lys  to  pay  heed  to  old  adages. 
:ially  the  one  that  counsels:  "To 
in  business,  find  and  fulfill  the 
f  the  people." 

lasic/Four  Corporation  for  in- 

with  its  famous  BASIC/FOUR* 
ir  system,  fulfilled  the  account- 
nanagement-information  needs 
businesses.  Which  gained  us 
unning  position  in  a  fast-grow- 
ket. 

ienesis  One  Computer  Corpora- 
te its  popular  G77™  Display 
il  and  G-Series  Printer,  fulfilled 


the  need  for  low-cost,  high-performance 
peripherals.  And  put  us  in  the  forefront 
of  another  huge  market. 

Our  Sorbus  Inc.  fulfilled  the  industry's 
need  for  skilled  service  and  mainte- 
nance. Today,  Sorbus  is  America's 
largest  independent  maintenance  or- 
ganization, servicing  thousands  of  end- 
users  of  all  types  of  computer  and 
data-processing  equipment. 

Our  knack  for  finding  and  fulfilling 
needs  has  enabled  us  to  expand  world- 
wide. Through  MAI  International  Cor- 
poration we  market  our  products  in 
over  50  cities  located  in  more  than  25 
countries  abroad. 


Thanks  to  all  the  above,  ff\u$  new 
needs  we're  fulfilling  and  new  areas 
we're  developing,  MAI  is  ah  exciting 
growth-company  we  think  you'll  want  to 
learn  more  about.  To  fulfill  your  heed 
for  information  we've  prepared  some 
interesting  literature  that's  yours  for  the 
asking. 


MAI 


Management  Assistance  Inc. 

300  East  44th  Street 
New  York,  N.Y.  10017 


Unarco  Industries 


Our  secret  weapon  in  the  f  ic ' 
against  rising  costs. 


No  matter  how  good  a 
product  you  make,  you 
won't  make  money  if  you 
can  t  get  your  raw 
materials  economically. 

That's  why  at  Unarco 
Industries  we  place  such 
great  emphasis  on  buying. 

Our  principal  product  is 
steel  tubing,  which  we 
produce  from  steel  coils. 
To  insure  maximum 
buying  flexibility,  we 
provide  enough  on-site 
space  to  store  a  9-month 
supply  of  steel.  That 
allows  us  to  buy 


whenever  the  price 
is  right. 

We  also  enjoy  great 
flexibility  in  choosing 
our  sources  for  steel 
around  the  world.  As  a 
user  of  more  than 
300,000  tons  annually, 
we're  big  enough  to  be  a 
good  customer  for  even 
the  biggest  suppliers. 
Yet  we're  not  so  big  that 
we're  forced  to  depend 
on  a  few  major  sources. 

The  result  is  lower 
materials  costs,  which 
can  only  contribute 


favorably  to  our  bottom 
line. 

That  s  one  more  reason 
why  we  at  Unarco 
Industries  look  forward 
to  the  future  with  such 
confidence. 

And  why  the  serious 
investor  should  take  a 
careful  look  at  us. 

For  our  latest  financial 
report,  write  Unarco 
Industries,  332  South 
Michigan  Avenue.  Chicago 
Illinois  60604.  Or  call 
(312)  341-1234 


Unarco  Industries 

Making  the  most  of  steel. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


IN  TAKEOVERS,  NOTE  HOW  OFTEN 


the  Taken  end  up  running  the  show. 

HOW  TO  SUCCEED  IN  BUSINESS 


Get  one  of  the  tens  of  thousands  of  jobs  (according  to 
MOBG,  such  openings  are  multiplying  at  a  rabbit  rate 
annually)  in  any  of  the  government  agencies  regulating 
business  (again,  according  to  MOBG,  such  are  multiply- 
ing at  the  same  rabbit  rate). 

Work  hard.  If  you've  exhausted  every  possibility  of 
catching  businesses  violating  any  of  your  regulatory  agen- 
cy's regulations,  get  your  outfit  to  promulgate  some  new 
ones— preferably  retroactive. 

When  you  have  mastered  the  technique  of  corporate 
harassment,  when  you  really  know  how  to  get  'em  and 


gore  'em  but  not  quite  kill  'em,  then  quit  the  Government. 

Now  you  are  prepared  for  succe$$  in  busine$$. 

If  you  are  a  lawyer,  open  a  law  firm  or  join  one  and 
make  available  to  corporations  (with  whom  you  are  now 
so  familiar)  guidelines  on  how  to  cope  with  "those  gov- 
ernment SOBs." 

If  you  haven't  a  law  degree,  don't  let  that  prevent  you 
from  shaking  the  tree,  reaping  the  harvest.  Just  hang  out 
your  shingle  as  a  consultant. 

Make  Big  Money  showing  companies  how  to  cope  with 
the  likes  of  what  you  were. 


ZERO  BUDGETING  MAY  NOT  REALLY  BE  FEASIBLE 


but  there's  more  than  one  way  to  skin  the  federal  fatcats. 

Mobil,  in  one  of  those  advertisements  where  it  says  what 
it  thinks  (and  in  so  doing  sometimes  indicates  it  doesn't), 
has  one  suggestion  which,  if  literally  applied,  should 
beautifully  fit  President-elect  Carter's  unquestioned  intent 
to  restructure  Washington's  federal  bureaucratic  octopus. 


Mobil  half-kiddingly  suggests  that  proposers  of  new 
federal  laws,  programs  or  agencies  be  required  to  fill  out 
an  Economic  Impact  Statement  (below)— of  the  sort  re- 
quired of  businesses  for  most  every  move. 

If  I  were  Mr.  Carter  I'd  ask  the  same  questions  in  con- 
nection with  existing  laws,  programs  and  agencies. 


Economic  Impact  Statement 

Page  1 

1)  Will  the  proposed  law,  program  or  agency 
duplicate  functions  of  any  existing  law, 

program  or  agency?    Yes 

2)  Will  the  proposal  raise  prices,  now  or  in  the 
future?   Yes 

3)  Will  the  proposal  raise  taxes,  now  or  in  the 
future?   Yes 

4)  Will  the  proposal  cost  anyone  his/her  job?  .  . .  .  Yes 

©  1976  Mobil  Oil  Corporation. 


5)  Will  the  proposal  create  any  jobs?   Yes  □  No  □ 

6)  (If  answer  to  #5  is  yes)  Will  these  be  real  jobs? 
(Deduct  those  created  to  unsnarl  any  red  tape 

resulting  from  the  proposal.)    Yes  □  No  □ 

7)  Will  the  proposal  help  attract  the  capital 
needed  to  supply  goods  and  services  for 

□  No  □  an  expanding  population?   Yes  □  No  □ 

8)  Will  the  proposal  reduce  anyone's  standard 

□  No  □  of  living?   Yes  □  No  □ 

9)  Will  the  proposal  put  a  ceiling  on  anyone's 

□  No  □  future?   Yes  □  No  □ 

□  No  □  10)  Will  the  proposal  increase  the  number  of  fed- 

(Continued  on  page  2) 


FORD  SHOULD  PULL  AN  ADAMS 


In  the  aftermath  of  exhaustion  and  disappointment, 
President  Ford  found  rest  and  solace  golfing  with  sim- 
paticos  in  California.  There  are  reports  that  after  Jan. 
20  he  may  pull  out  for  Palm  Springs  to  settle  permanently. 

I  hope  the  President  will  not  simply  hang  up  his  gloves 
for  the  empty  busyness  of  elder  statesmanship. 

He  should  take  a  leaf  from  John  Quincy  Adams'  book 
and  return  to  Congress  where  his  voice  will  be  heard 


with  renewed  respect  for  the  unique  dimension  his 
thoughts  would  reflect.  Jerry  Ford's  too  young  to  wither. 
He'd  be  uncomfortable  cashing  in  on  the  easy  pelf  that 
could  flow  from  ex-presidential  prestige.  Loafing's  not  his 
dish.  Washington  is. 

President  Ford,  by  returning  to  Congress— no  matter 
from  what  district— could  continue  to  do  what  he  most 
loves:  contributing  to  his  country's  weal  as  best  he  can. 


FORBES,  JANUARY  1,  1977 
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THE  TOP  MEN  OF  THE  BIGGEST  COMPANIES 

are,  surprisingly,  often  the  nicest  people  in  their  company.  I'm 
not  sure,  though,  if  they  got  there  because  they  were  good  guys 
or  that  they're  now  good  guys  because  they  can  afford  to  be. 

JUDGE  RCA  FROM  NOW  ON  BY  ITS  QUARTERLY  REPORTS" 


That's  what  Ed  Griffiths, 
new  RCA  CEO,  said  to  some 
Forbes  editors  here  at  lunch 
the  other  day.  It's  about  as 
unequivocal  a  statement  of 
intent  as  any  I've  ever  heard 
from  a  new  corporate  chief- 
tain. If  such  a  bottom-line 
track     record     develops,  it 


should  make,  in  time,  an  ap- 
preciable difference  to  RCA's 
price  earnings  ratio. 

*      *  * 

In  a  humorous  aside,  Mr. 
Griffiths  observed  re  TV 
sales:  "Old  TV  sets  never  die 
—they  just  go  from  room  to 
room." 


IT'S  OFTEN  TRIED  AND  OFTEN  BOMBS 


With  periodic  regularity  one  corporate  tycoon  or  an- 
other wakes  up  with  the  inspiration  that  the  way  to  save 
the  capitalistic  system  from  Capitol  Hill  is  to  wise  up  the 
nation's  tykes  as  to  just  what  makes  a  free  enterprise 
economy  tick. 

The  well-intentioned  efforts  usually  produce  a  juvenile 
result  that  reaches  and  is  read  only  by  fellow  tycoons  and 
not  the  tots. 

One  effort  that  doesn't  deserve  such  a  fate  is  Wheelabra- 
tor-Frye's  "1975  Annual  Report  for  Young  People"  entitled 


The  Big  Pie.  Without  distortion  or  being  an  abortion, 
this  report  is  simplistic  enough  in  word  and  illustration 
to  be  understood  by  the  kids— and  would  probably  be 
enlightening  to  more  grown-up  shareholders  than  the 
real  report. 

If  you  know  anyone  who  can  get  The  Big  Pie  dis- 
tributed or  made  an  assignment  for  homework  or  outside 
reading  in  grades  from  grammar  to  graduate,  do  it.  Write 
President  Michael  Dingman,  Wheelabrator-Frye  Inc.,  Lib- 
erty Lane,  Hampton,  N.H.  03842  for  copies. 


GOOD  QUESTION 


How  many  minutes 
in  a  cocktail  hour? 


The  Distilled  Spirits  Council  has  produced 
some  really  effective  advertising  messages  urg- 
ing moderation  in  drinking. 

Here's  one  that  must  touch  a  chord  with 
most  everyone.  So  often  does  the  cocktail  hour 
before  dinner  run  on  to  two  that  guests  (like 
my  wife)  prefer  to  arrive  late  in  the  hope 
that  drinking  time  before  dining  will  be  less 
endless. 

Too  long  a  cocktailing  invariably  insures  that 
most  don't  appreciate  the  food  the  hostess  has 
probably  knocked  herself  out  preparing. 

How  many  minutes  in  a  cocktail  hour? 

Less  than  60— if  the  guests  are  lucky  and 
the  hosts  are  plucky. 


AND  HOW  SHALL  THE  PAYOUT  BE? 

Walter  Hon  ing,  Tiffany's  factotum,  has  a  wit  as  polished  he  offered  to  stay  on  as  a  dollar-a-year  man. 
as  his  emporium's  silver,  glass  and  gems.  "Since  earnings  had  been  dwindling  and  dividends  like- 
To  wit—  w  ise,  I  couldn't  resist  responding,  'Fine.  And  would  you 
"When  I  took  effective  control  succeeding  Louis  Moore,  like  to  be  paid  quarterly?'" 


WIZARD 

It  takes  one  to  know  there  are  none. 


CRITICIZING  DOERS 

is  far  less  fun  than  doing. 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


Dther  Comments  

Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


yhy  Paying  Overtime 
eats  Added  Hiring 

The  West  German  chemical  indus- 
y  has  been  trying  to  calculate  the 
eal"  wages  of  a  worker  in  its  fae- 
ries. It  argues  that  to  the  basic  mon- 
wage  there  must  be  added  another 
1.7%  to  cover  social  security,  holiday 
ty  and  a  bewildering  list  of  special 
tras.  The  result,  incidentally,  is  that 
e  average  German  chemical  worker 
•w  costs  his  employer  $8  per  hour 
tually  worked.  Inter-country  com- 
irisons  are  difficult,  precisely  be- 
use  fringe  benefits  and  perks  vary 
idely,  but  that  must  be  a  record. 

—Barron's 

ood  Junkies 

World  population  isn't  a  major 
nerican  dilemma  today.  But  it  will 
:.  Global  census  now  has  topped  4 
[lion,  could  double  within  35  years, 
oblem:  U.S.  can't  possibly  feed  the 
ilk  of  those  people.  Americans  al- 
ady  ship  a  third  of  their  grain 
road.  This  country  devotes  as  much 
id  to  food  for  Japanese  consump- 
»n  as  Japan  does.  Best  hope  is  to 
ost  foreign  farm  output  with  fer- 
izers,  pesticides.  That's  why  Wash- 
gton  is  quietly  encouraging  poor 
untries  to  stand  on  their  own, 
lped  by  U.S.  agricultural  technol- 
y  and  advice  on  birth  control.  Un- 


limited aid,  officials  warn,  is  like  "sup- 
plying heroin  to  a  junkie." 

—U.S.  News  6-  World  Report 

The  Sun  Is  Where  It' 's  At 

The  more  one  looks  at  the  earth 
as  a  system  of  mostly  fixed  energy 
resources,  the  more  one  is  convinced 
of  our  eventual  reliance  on  the  power 
of  solar  energy,  for  it  is  the  only  ma- 
jor input  to  the  system.  Everything 
else— all  natural  resources,  all  other 
forms  of  energy— is  being  used  up  or 
becoming  less  accessible  to  human  use. 

We  live  in  a  closed  system,  except 
for  the  sun,  and  we  are  drawing  on 
fixed  stocks;  we  have  been  doing  so 
since  the  discovery  of  fire. 

—Charles  J.  Hitch,  president, 
Resources  for  the  Future 

All  About  Parties 

From  Town  6-  Country: 
It  isn't  so  much  what's  on  the  table 
that  matters  as  what's  on  the  chairs. 

-W.S.  Gilbert 
.  .  .  the  proper  treatment  of  [au- 
thors, editors,  artists,  musicians,  etc.] 
may  be  a  matter  of  consideration. 
These  people,  with  the  exception  of 
editors,  are  apt  to  be  sensitive,  irri- 
table and  exigent.  They  are  to  be 
heated  with  corresponding  delicacy. 
—The  Illustrated  Manners  Book, 
a  Manual  of  Good  Behavior 
and  Polite  Accomplishments 


A  dinner  party  invitation,  once  ac- 
cepted, is  a  sacred  obligation.  If  you 
die  before  the  dinner  takes  place, 
your  executor  must  attend. 

-Ward  McAllister 

Don't  talk  about  yourself.  It  will  be 
done  when  you  leave. 

—Wilson  Mizner 
People  who  live  in  glass  houses 
shouldn't  throw  parties. 

—Peter  de  Vries 
Fools  gives  parties  and  wise  men 
come  to  eat. 

—Finnish  proverb 
Make  yourself  at  home;  and  be- 
lieve me,  nobody  wishes  you  were 
there  more  than  I  do. 

—Mrs.  Stuyvesant  Fish 

Definitions 

Cost  Accountants:  Buy  shoelaces 
one  at  a  time. 

Environmental  Protection  Agency: 
If  it  had  its  way  it  would  put  cata- 
lytic converters  on  decomposing  vege- 
tation and  mufflers  on  people  with  a 
fondness  for  beans. 

Lawyers:  Want  to  make  a  lawyer's 
day?  Turn  on  a  siren  and  holler, 
"whiplash!"  Or  give  one  a  toy  ambu- 
lance he  can  chase  around  the  house. 

Doctors  who  feel  obligated  to 
preach  against  the  sport  of  motor- 
cycling: Can't  carve  a  roast  without 
two  nurses  and  an  anesthetist. 

—Cook  Neilson,  editor,  Cycle 


THE  ECONOMIC  PORTENTS  FOR  THE  NEW  YEAR 

By  M.S.  Forbes  Jr. 


are  mostly  encouraging.  President- 
elect Carter  is  displaying  a  hard- 
nosed  "show  me"  attitude  to  both 
liberal  and  conservative  advisers, 
strongly  suggesting  that  he  is  not 
the  big-spending  ideologue  he  once 
appeared  to  be.  As  fears  about  the 
incoming  Administration  abate, 
caution  should  give  way  to  con- 
fidence and  the  rate  of  economic 
growth  should  accelerate  as  the 
year  wears  on. 

The  essential  ingredients  for  a 
pickup  in  activity  are  all  there. 
Banks  and  insurance  companies 
still  bulge  with  cash.  Consumer 
savings  are  high.  Interest  rates  are 
falling.  Corporate  balance  sheets 
continue  to  strengthen. 

The  stock  market  will  also  be  up 
in  1977.  The  Dow  Jones  industrials 
should  finish  the  year  at  least  150 
points  higher  than  current  levels. 
*     *  * 

With    the    prospect    of  better 


times  in  the  immediate  future,  the 
U.S.  and  its  industrial  allies  are  go- 
ing to  have  to  come  to  grips  with 
a  problem  that  took  second  place 
during  the  recession:  the  galloping 
growth  in  the  indebtedness  of  non- 
oil  exporting  countries.  The  debt  of 
these  nations,  industrial  and  under- 
developed, has  jumped  sharply 
since  1973.  This  year  the  non-oil, 
lesser  developed  countries  (LDCs) 
are  expected  to  borrow  from  banks 
some  $7  billion  to  $10  billion.  They 
borrowed  around  $12  billion  from 
banks  in  1975  and  another  $12  bil- 
lion in  1976. 

What  is  disturbing  is  that,  even 
if  world  economic  activity  regains 
some  of  its  former  vigor,  the  bor- 
rowings of  numerous  countries  will 
continue  to  rise.  By  the  mid-1980s, 
for  example,  Brazil— unless  it  finds 
oil  of  its  own— could  be  paying  in 
interest  charges  alone  the  amount 
it    borrowed    in    1974    to  cover 


OPEC-made  holes  in  its  balance  of 
payments. 

Among  industrialized  nations, 
Britain,  Italy  and  Spain  are  also 
top-heavy  with  debt. 

The  burgeoning  indebtedness  is 
a  bomb  that  will  unavoidably  go 
off  unless  steps  are  taken  now  to 
defuse  it. 

Like  the  German  reparations  of 
the  post-World  War  I  period, 
the  "reparations"  currendy  exacted 
by  the  Organization  of  Petroleum 
Exporting  Countries  make  a  sound- 
ly based  return  to  prosperity  al- 
most impossible. 

For  now,  the  answer  is  for  the 
OPEC  countries  with  surplus  funds 
to  substantially  increase  aid  to  the 
poorer  nations;  persuading  the 
Saudis,  Kuwaitis,  etc.  to  do  that 
will  be  an  infinitely  difficult,  del- 
icate task. 

But  it  is  a  challenge  that  cannot, 
should  not,  be  avoided. 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer 
to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus 


NEW  ISSUE  December  2.  1976 


1,400,000  Shares 

Public  Service  Company  of  Colorado 

8.40%  Cumulative  Preferred  Stock  (#25) 

(125  Par  Value) 


Price  #25  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  Slate  in  u  hich  this  announcement  is  emulated  from  only 
such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lau  fully  offer  these  securities  in  such  State 


Merrill  Lynch,  Pierce,  Fenner  8C  Smith  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Boettcher  Si  Company  Bosworth,  Sullivan  Si  Company  Bache  Halsey  Stuart  Inc.  Blyth  Eastman  Dillon  Si  Co. 

Incorporated  Incorporated 

Drexel  Burnham  &  Co.  Goldman,  Sachs  8i  Co.  Hornblower  Si  Weeks-Hemphill,  Noyes  E.  F.  Hutton  Si  Company  Inc. 

Incorporated  Incorporated 

Kuhn,  Loeb  Si  Co.  Lehman  Brothers  Loeb,  Rhoades  Si  Co.  Paine,  Webber,  Jackson  Si  Curtis  Reynolds  Securities  Inc. 

Incorporated  Incorporated 

Smith  Barney,  Harris  Upham  Si  Co.  Wertheim  8i  Co.,  Inc.        White,  Weld  &  Co.        Dean  Witter  Si  Co.        Bear,  Stearns  &.  Co. 

Incorporated  Incorporated  .  Incorporated 

L.  F.  Rothschild  8i  Co.  Shearson  Hayden  Stone  Inc.  Spencer  Trask  8i  Co.  Warburg  Paribas  Becker  Inc. 

Incorporated 

Alex.  Brown  &  Sons  Shields  Model  Roland  Securities  Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.  Weeden  &  Co. 

Incorporated  Incorporated 

Advest  Co.  Robert  W.  Baird  Si  Co.  Bateman  Eichler,  Hill  Richards  Dain.  Kalman  Si  Quail 

Incorporated  Incorporated  Incorporated 


A.  G.  Edwards  Si  Sons,  Inc.  Eppler,  Guerin  Si  Turner,  Inc.  Faulkner,  Dawkins  8i  Sullivan.  Inc.  Ladenburg,  Thalmann  Si  Co.  Inc. 
McDonald  Si  Company  Moseley,  Hallgarten  ft  Estabrook  Inc.  Piper,  Jaffray  Si  Hopwood 

Incorporated 

Prescott.  Ball  8c  Turben  The  Robinson-Humphrey  Company,  Inc.  Tucker,  Anthony  Si  R.  L.  Day,  Inc. 


Oil  will  flow  to  you  across 

3  mountain  ranges  and  600  streams. 

A  report  from  Ingersoll-Rand. 
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The  800-mile  Alaska  pipeline  is  one  of 
the  largest  and  most  difficult  con- 
struction projects  in  history.  It  crosses 
extremely  rugged  terrain  where  men 
and  machines  must  frequently  function 
in  sub-zero  temperatures. 

The  ecology  of  the  right-of-way  is 
protected  by  stringent  environmental 
safeguards.  Consequently,  much  of  the 
pipeline  has  to  be  supported  above 
ground.  Ingersoll-Rand  designed  new, 
giant-sized  rock  drills  that  are  driving 
more  than  80,000  holes  in  the  frozen, 
rocky  earth  to  anchor  support  piles.  And 
l-R  air  compressors  are  supplying  the 
power. 

Two  huge  terminal  stations  and  a 
route  through  the  mountains  also  are 
being  dug,  drilled  and  blasted.  I-R  also  is 
providing  virtually  all  of  the  portable  air 
compressors  and  much  of  the  crawler 
drilling  equipment. 

Leadership 

Ingersoll-Rand  machinery  is  at 
work  on  other  productive  projects  in 
more  than  100  countries  around  the 
world.  Some  of  the  projects  are  large. 
Some  small.  But  in  every  case,  people 
benefit  through  Ingersoll-Rand's  leader- 
ship in  industrial  machinery. 

As  a  result  of  our  worldwide  involve- 
ment, Ingersoll-Rand  is  one  of  the 
largest  suppliers  of  industrial  machinery 
and  equipment.  Our  1975  sales  ex- 
ceeded $1.7  billion.  And  our  innovative 
technology,  successfully  demonstrated 
on  the  Alaska  pipeline,  helps  us  main- 
tain a  leadership  position. 

Write  for  our  Annual  Review  or 
product  literature.  Ingersoll-Rand,  Dept. 
760,  Woodcliff  Lake,  N.J.  07675. 


Ingersoli- Ron 


Basics  like  water.  Crane  pollution  control  Basics  like  coal,  iron  ore,  limestone  and 

equipment  treats  and  filters  municipal  drinking  dolomite.  Crane's  mines  and  quarries  supply  tr 

water.  It  removes  contaminants  from  the  process  raw  materials  that  are  the  basic  ingredients  of 

water  used  by  industry  and  utility  generating  steel.  The  quality  steel  our  CF&I  Steel  Corporal 


The  foundation  of  Crane's  growth. 


is  into  products  used  by  the  petroleum, 
isportation,  mining  and  construction  industries 
Basics  like  air.  Virtually  every  commercial 
3nd  military  transport  depends  upon  Crane's 
iputerized  braking  system  for  landing, 
ine's  anti-skid  braking  system  will  be  aboard 


NASA's  future  space  shuttle. 

Basics  are  what  we're  all  about.  They  not 
only  have  put  us  at  the  center  of  American  industry 
they  have  made  us  a  growing  and  successful 
company.  Crane  Co.,  300  Park  Avenue,  New  York, 
New  York  10022. 


CRAN 


Fluid  and  pollution  control/Steel/Building  products/Aerospace  &  aircraft 
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To  keep  your  family  and  the  world's  families  fed,  two  things  are  required. 
Someone  must  produce  food.  Someone  must  process  it. 

FMC  is  involved  with  both  needs.  Agriculturists  in  more  than  50  nations 
are  improving  food  production  with  the  aid  of  FMC's  technical  counsel,  its 
pesticides,  mechanical  cultivators,  sprayers,  and  harvesters. 

Processors  are  achieving  better  utilization  of  both  fresh  and  preserved 
foods  with  FMC  engineered  systems  which  automatically  perform  critical 
operations  all  the  way  from  washing  and  sorting  to  juicing,  peeling,  pitting, 
canning,  cooking,  packaging,  and  labeling. 

Tel!  us  your  needs.  FMC  serves  worldwide  markets  for  food  and  agricultural 
machinery,  transportation  equipment,  petroleum  and  fluid  control  equipment, 
industrial  and  agricultural  chemicals.  FMC  Corporation,  200  East  Randolph 
Drive,  Ch;rago  60601. 

•FMC 
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Forbes 


The  Year 
Of  The  Consumer 


Consumers,  they  say,  were 
capricious  in  1976. 
But  maybe  consumers  were 
just  being  smart. 


Consumers,  not  business,  spent  the  money  that  stepped 
up  the  economic  pace  in  the  first  half  of  1976.  When 
their  spree  wound  down  in  the  middle  of  the  year,  the  re- 
covery's tempo  fell  off,  and  capital  investment  did  not 
come  charging  up  to  keep  things  moving.  But  even  though 
consumers'  spending  restored  a  measure  of  prosperity,  their 
new  buying  patterns  proved  perplexing  to  businessman 
and  economist  alike. 

The  consumer  bought  spacious,  costly  houses  despite 
Constant  talk  of  housing  being  priced  out  of  his  market. 
He  was  willing  to  plunk  down  over  $60  for  a  tennis 
racket  or  $895  for  a  TV  set  but  kept  a  sharp  eye  trained 
on  the  comparative  price  of  laundry  detergents.  He  flew 
far  oft  on  expensive  vacations  but  tried  to  save  money 
by  fixing  his  own  car— most  likely  a  gas-guzzling  mon- 
ster instead  of  a  sensible  compact. 

"I  can  see  a  scenario,"  says  Harvard  marketing  expert 
|teven  Star,  "of  people  running  around  big  companies  in 
those  long  corridors,  screaming  and  yelling  at  each  other, 
'What  the  hell  are  those  bastards  going  to  do  next?'  That's 
the  kind  of  year  it  was." 

Economist  Carol  Brock  Kenney  of  Loeb  Rhoades,  for 
instance,  confesses  that  her  projections  of  consumer  spend- 
ing were  way  off  last  year.    I  thought  that  consumer  can 
lion  would  be  exhibited  by  people  buying  smaller  ticket 


durable  items,"  she  says.  After  all,  in  a  shaky  recovery 
year,  consumers  might  be  expected  to  spend  their  discre- 
tionary income  on  things  like  a  $200  clothes  dryer  or  a 
$500  couch.  Instead,  they  bought  big  in  the  two  major 
purchase  categories,  cars  and  houses.  Compact  auto  sales 
were  so  disappointing  in  1976  that  American  Motors,  pri- 
marily a  small-car  manufacturer,  lost  $46  million  in  its  fis- 
cal year,  despite  the  auto  industry's  renewed  vigor.  Like 
hill  ears,  big  houses  showed  surprising  strength  with  the 
average  price  for  a  new  home  rising  from  $41,200  in  1975 
to  $48,200  in  1976. 

It  wasn't  that  a  new  wave  of  optimism  swept  the 
U.S.;  on  the  contrary.  So  why  the  interest  in  Cadillacs, 
Oldsmobiles,  big  Buicks  and  Lincolns?  Kenney  thinks  it's 
because  consumers  were  afraid  that  1976  would  be  one  of 
their  last  chances  to  buy  a  full-sized  car,  what  with  fed- 
eral fuel  efficiency  standards  causing  substantial  reduc- 
tions in  auto  sizes. 

Okay.  But  why  did  big  houses  sell  well  when  build- 
ers were  offering  units  for  under  $30,000?  "People  were 
fearful  of  not  being  able  to  afford  housing  on  a  longer 
term  basis,"  says  Kenney.  "Moreover,  housing  is  perceived 
as  being  a  good  long-term  investment." 

When  consumers  did  buy  smaller  ticket  items,  however, 
they  spent  lavishly.  In  countless  areas  besides  housing  and 
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Mechanics? 
Who  Needs  'Em? 

With  <>n  changes  running  at  $15,  brake  jobs  at  $50 
and  valve  jobs  at  $300,  you  could  save  a  pile  by  doing 
those  repairs  yourself.  Consumers  who  once  wouldn't  have 
lifted  their  hoods  took  wrench  in  hand  as  the  economy 
sagged.  For  Jim  Park,  a  Shell  station  manager  in  Hous- 
ton, Tex.,  such  penny-pinching  was  money  in  the  bank. 
For  $3.75  an  hour,  Park  jacks  cost-conscious  customers' 
cars  up  on  the  rack  and  lends  them  the  tools  to  make 
their  own  repairs. 

How's  business  in  a  recovery  year?  Park's  customers  not 
only  seem  as  cost-conscious  as  ever;  they  found  fixing 
their  own  cars  was  even  fun.  Park  reports  business  is  even 
brisker  this  year  than  last.  Customers  with  $15,000  Cad- 
illacs bring  them  in  to  save  a  few  bucks  on  an  oil  change. 
Says  Park,  "We  have  a  steady  flow  of  customers  during 
the  week,  and  on  the  weekends  usually  five  to  ten  peo- 
ple waiting  for  a  stall." 

Park  has  a  technician  to  give  advice  to  customers  like 
the  woman  who  came  in  to  change  her  muffler  but  didn't 
know  where  it  was  or  what  it  looked  like.  Then  there 
was  the  man  who  came  in  to  change  his  oil.  "We  raised 
up  his  car,"  Park  drawls,  "and  then  I  had  to  go  to  the 
storeroom  to  put  away  some  tools.  When  I  came  back, 
he  had  already  loosened  his  oil  plug  and  was  letting  it 
run  out.  He  was  just  sitting  there  watching  it  pour  out 
on  the  floor.  Made  a  hell  of  a  mess." 

Most  customers,  however,  know  what  they're  doing 
—including  many  of  the  women  who  come  in.  "Quite  a  few 


Jim  Park  of  Davis-Edwards  Shell 


of  them  can  do  anything  to  a  car  that  I've  seen  the  bes 
mechanic  do,"  says  Park. 

Besides  saving  money,  Park's  do-it-yourself  customer 
get  a  sense  of  accomplishment,  a  sense  of  being  a  bit  les 
helpless  and  victimized  in  an  inflationary  world.  This  is 
trend  marketing  men  ought  to  watch. 


autos,  consumers  have  been  "trading  up"  to  high  quality, 
top-of-the-line  merchandise.  You  could  write  off  double- 
knit  polyesters,  private-label  stereos  and  TV  sets  in  1976. 
Consumers  last  year  were  willing  to  pay  for  clothing  made 
with  natural  fibers  (although  they  were  buying  fewer 
units  of  clothing) ;  and  if  they  had  enough  left  over  after 
buying  their  Lincoln,  they  bought  Sony  TV  sets  or  Philips 
stereo  systems. 

"What  I  think  is  occurring  is  a  fundamental  shift  in 
consumption  patterns  to  put  more  attention  on  basic  price- 
value  relationships,"  says  Roger  Blaekwell,  a  professor  of 
consumer  behavior  at  Ohio  State  and  consultant  to  Man- 
agement Horizons,  a  marketing  research  firm.  Today's  con- 
sumers don't  want  clothes  that  fall  apart  in  five  months 
or  TV  sets  that  only  last  a  couple  of  years. 

Take  the  experience  of  AMF  Inc.,  the  White  Plains, 
N.Y.-based  diversified  manufacturer  of  leisure  and  sports 
equipment.  According  to  Marketing  Vice  President  Roy 
Reeves,  AMF's  high-priced  ($40-plus)  metal  and  fiber- 
glass Head  tennis  rackets  made  tidy  gains  in  market 
share  in  1976.  Archrival  Wilson  has  come  out  with  new 
$50-to-$60  models  that  are  also  doing  well.  But  the  $20- 
and-under  rackets -the  sort  you  find  at  Korvette's  or 
Zayre's— did  very  poorly  last  year. 

Not  all  of  AMF's  lines  fared  so  well.  "We've  had  prob- 


lems with  bicycles,"  says  Reeves.  AMF  makes  private 
label  ten-speed  bicycles  that  go  for  a  top  price  of  $135 
but  their  sales  have  suffered  dramatically  since  the  bi 
cycle  boom  of  1972-74.  However,  sales  of  European  ten 
speed  bicycles  at  $200  to  $300  each  are  holding  u] 
nicely  these  days. 

This  is  not  to  say  that  the  consumer  has  forgotte: 
price.  Take  basic  consumer  products  like  soap  and  de 
tergent.  "We're  getting  down  to  the  no  b-s  consumer, 
says  a  marketing  research  director  at  a  big  manufacture 
of  consumer  products.  "Soap  is  soap.  If  you  have  to  econ 
omize  somewhere,  you  might  economize  on  these  types  o 
items."  So  a  consumer  who  spends  $60  for  a  tennis  racke 
or  $70,000  for  a  house  might  examine  the  price  of  ever 
brand  of  laundry  detergent  in  the  local  supermarket  be 
fore  choosing  one.  He'll  spend  big  money  if  he  per 
ceives  that  he  is  getting  big  value  for  his  dollar;  if  h 
doesn't,  he'll  frequendy  buy  the  cheapest  item— or  non* 
at  all. 

"What  seems  to  be  developing  in  the  consumer  sec 
tor,"  says  an  economist  at  one  of  the  leading  national  re 
tail  companies,  "is  a  substantial  lowering  of  expectations. 
Take  a  look,  says  this  economist,  at  real  spendable  earn 
ings  over  the  past  few  years.  From  1951  to  1966,  rea 
income  after  taxes  per  household  advanced  at  an  averag< 
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Stretching, 
Stretching, 
Stretching 


"People  will  go  for  every  cent  of  mortgage  they  can 
get!"  says  New  Jersey  real  estate  agent  Suzanne  Schlott 
enthusiastically.  "But  every  cent!  We  shop  around  the 
banks  for  them  many  times,  because  they  want  to  go  for 
such  high-priced  houses." 

That's  the  kind  of  year  it  was  for  many  realtors  in  the 
isingle-family  housing  market,  which  showed  surprising 
strength  amid  widespread  consumer  caution.  Why  so?  An- 
swers Richard  Schlott,  Mrs.  Schlott's  husband  and  busi- 
mess  partner:  "Home  is  no  longer  just  a  place  to  hang 
lyour  hat.  It's  an  investment."  In  Bergen  County,  N.J.  the 
Schlotts  sell  homes  ranging  from  around  $40,000  to  up- 
wards of  $200,000. 

"People  are  much  more  area-conscious  than  I  can  ever 
remember,"  says  Mrs.  Schlott.  "They'll  say,  'I  will  take  a 
lower  quality  house  to  get  into  this  town,  because  I  know 
my  investment  is  safe.' "  For  instance,  a  young  couple 
with  three  children  who  had  made  the  mistake  of  moving 
to  the  "wrong"  town  came  to  the  Schlotts  two  months 
ago  for  help  in  finding  a  home  in  Wyckoff,  N.J.;  no  other 
town  would  do.  The  husband's  income  was  $22,000,  his 
wife's  $12,000;  the  couple  settled  on  a  home  costing 
$94,000.  "We  began  at  around  $70,000,  and  couldn't  find 
anything,"  says  Mrs.  Schlott.  "They  stretched  and  stretched 
to  their  utmost  limit  just  to  get  into  the  town  they  wanted. 
They  could  have  had  twice  the  house  in  the  town  they 


rate  in  excess  of  2.5%  per  year.  It  wasn't  consistent; 
there  were  recession  years.  But  people  felt  that  with  a 
little  patience  and  fortitude,  things  would  always  get 
better  soon. 

Between  1966  and  1971  the  rate  of  this  real-income 
improvement  slipped  below  1%  a  year;  between  1971  and 
1976,  there  has  been  absolutely  no  increase.  "About  the 
only  component  of  the  consumer's  budget  that  has  done 
well  in  this  period  of  time,"  says  the  economist,  "is  what 
he  spends  on  taxes." 

The  University  of  Michigan's  Survey  Research  Center 
now  shows  nearly  35%  of  all  consumers  gloomy  about  their 
net  financial  position  five  years  out— practically  the  same 
as  in  the  depths  of  the  recession.  Says  Jay  Schmiedeskamp 
(an  economist  who  formerly  headed  the  Michigan  outfit 
and  is  now  with  the  Gallup  Organization ) :  "People  still 
think  we  will  get  into  trouble  with  inflation  and  recession. 
Back  in  the  Sixties  people  took  good  times  for  granted; 
good  times  were  the  norm.  Now  it's  more  that  bad  times 
are  the  norm." 

Schmiedeskamp's  ideas  go  a  long  way  toward  explaining 
last  year's  consumer  behavior:  Buy  a  house  before  it  gets 
priced  completely  out  of  your  reach.  Buy  a  really  good 
tennis  racket— it  may  be  the  last  one  you  can  afford  for 
awhile.  But  don't  spend  as  if  there  were  to  be  no  tomorrow; 


The  Schlotts  of  Schlott  Realty 


came  from."  It  fits  with  the  old  French  home-buying 
maxim:  Don't  look  at  the  house,  look  at  the  neighbors. 

Is  a  middle-income  consumer  who  pays  $94,000  for  a 
house  being  wildly  extravagant?  Or  is  he  just  being  cau- 
tious? Perhaps  it  should  be  called  cautious  extravagance 
—the  growing  realization  among  consumers  that  just  as 
the  biggest  is  not  always  necessarily  the  best,  so  the 
cheapest  isn't  necessarily  the  best  bargain. 


there  will  be  a  tomorrow  and  it  may  not  be  a  prosperous 
one.  Spend  money  on  a  good  house  and  you'll  still  have 
that  house.  Spend  it  on  a  Cadillac  or  Lincoln;  they're  the 
last  of  a  dying  breed.  But  don't  just  spend  for  the  sake 
of  spending. 

There  is,  of  course,  always  the  chance  that  memories 
of  the  energy  crisis  and  of  the  1975  recession  will  fade  and 
that  people  will  go  back  to  their  old  habits.  Fabian  Linden, 
the  highly  regarded  director  of  consumer  economics  at  the 
Conference  Board,  thinks  this  may  well  happen.  "In  the 
winter  of  1620,"  he  says  caustically,  "you  could  not  find 
anyone  in  the  Massachusetts  colony  who  thought  the 
American  continent  would  amount  to  a  damn.  But  in  the 
spring?  It  was  another  story." 

That's  a  far-fetched  way  of  saying  that  human  nature 
never  changes;  that  people  constantfy  swing  between 
optimism  and  pessimism.  Linden,  however,  ignores  some 
very  big  changes  that  have  taken  place.  The  reality  is 
that  we  no  longer  live  in  a  world  where  everybody's 
escalating  expectations  can  be  endlessly  gratified.  Energy 
is  no  longer  cheap,  for  one  thing,  and  the  cost  of  the 
public  sector  is  tending  to  swallow  up  whatever  gains  in 
productivity  our  economy  can  produce.  If  we  choose  to 
have  more  of  things  like  Social  Security  and  medical  care 
and  clean  air  and  strong  defense,  then  something  will 
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Stanley  J.  "Jim"  Loyola  of  Ralph's  Sunset 


have  to  give.  People  will  have  to  hecome  accustomed  to 
getting  hy  with  fewer  consumer  goods  and  individual 
comforts. 

At  the  very  least,  the  recession  forced  people  to  re- 
think their  spending  habits.  Some  of  those  new  spending 
habits  have  stuck. 

For  example?  Look  at  the  continued  prosperity  of  the 
do-it-yourself  market;  plenty  of  car  owners  who  didn't 
know  a  universal  joint  from  a  distributor  cap  learned  how 
to  change  their  own  oil  and  rotate  their  own  tires.  Many 
discovered  it  was  fun,  and  still  haven't  brought  their 
cars  back  to  their  local  garage  for  repairs  {see  "Mechanics 
-Who  Needs  'Em?"  page  36). 

Or  look  at  the  beverage  market.  In  the  recession, 
mothers  started  serving  their  kids  dry  soft-drink  mixes 
like  Kool-Aid  instead  of  Coke  and  Pepsi— especially  when 
the  price  of  bottled  soft  drinks  went  way  up  with  skyrock- 
eting sugar  prices.  "That  trend,"  says  analyst  Arthur  Baer 
of  Faulkner,  Dawkins  &  Sullivan,  "doesn't  unwind  in- 
stantly. People  who  otherwise  might  never  have  tried  the 
product  sort  of  got  used  to  having  it  around,  and  figured 
it  was  a  cheaper  way  to  keep  the  kids  happy.  Besides, 
the  kids  have  fun  stirring  the  mixes  up."  In  1976,  says 
Baer,  bottled  soft  drinks  managed  to  stage  a  comeback, 
but  they  have  apparently  lost  a  permanent  share  of  the 


Hollywood  Goes 
Grocery  Shopping 

People  do  strange  things  on  Sunset  Boulevard  in  Holn 
wood— but  you  knew  that.  When  people  go  shopping  f( 
food  on  Sunset  Boulevard,  they  often  stop  at  Famov. 
Amos'  bakery  to  buy  some  of  Amos'  (local  celebrit 
Wally  Amos)  chocolate-chip  cookies,  which  sell  for  $3 
pound.  People  have  been  known  to  come  from  as  f;i 
away  as  Pasadena  and  Long  Beach  to  stock  up,  and  fane 
East  Coast  department  stores  like  Bloomingdale's  are  b< 
ginning  to  stock  them. 

Half  a  block  away  from  Famous  Amos  is  Ralph's  Si 
permarket  (which,  incidentally,  supplies  margarine  an 
flour  to  Famous  Amos  at  retail  prices).  The  manager  a 
Ralph's  Sunset,  Stanley  J.  Loyola,  reports  that  Vincer 
Price  and  Glenn  Ford  have  been  spotted  in  his  ston 
"We  get  everyone  from  movie  stars  to  transient  bums, 
he  says.  But  there  are  also  plenty  of  retirees  and  younl 
apartment  dwellers  in  the  area. 

A  customer  who  has  picked  up  a  pound  of  cookies  fo 
$3  a  pound  at  Famous  Amos  probably  isn't  too  choos 
about  prices  in  Loyola's  store,  is  he?  On  the  contrary 
Loyola  reports  that  private-label  shampoos,  detergents,  tis 
sues  and  paper  products  are  all  increasing  market  shar 
at  his  store.  "People  are  buying  the  cheapest  they  cai 
find,"  he  says.  Impulse  buying  is  still  difficult  to  stimulate 
"You  don't  just  put  up  a  nice  display  and  expect  peopl 
to  buy,  unless  it's  a  product  that  really  offers  the  con 
sumer  value,"  Loyola  says. 

Value?  Again,  that  doesn't  necessarily  imply  the  lowes 
price.  Whereas  the  consumer  is  willing  to  spend  $3  to  bu 
a  pound  of  cookies  he  really  likes,  he  may  not  be  willin; 
to  part  with  an  extra  nickel  for  a  dishwashing  liquii 
or  laundry  detergent  promoted  by  a  movie  star— even  oi 
star-struck  Sunset  Boulevard. 


market  to  the  powdered  mixes. 

Trouble  is:  How  do  you  predict  which  savings  con 
sumers  will  maintain  and  which  ones  they'll  discard  a 
things  get  better?  One  strategy  in  such  a  confusing  situa 
tion  is  market  research,  but  many  marketing  executive 
are  finding  that  polling  consumers  is  increasingly  difficul 
to  do  well. 

"In  many  parts  of  a  city,"  says  Roger  Blackwell  of  Man 
agement  Horizons,  "you  can't  hire  people  to  go  out  a 
night  to  get  interviews.  In  other  areas  of  the  city,  you  cai 
hire  the  interviewers,  but  you  still  can't  find  anyone  who] 
going  to  let  you  in  the  door."  Personal  safety,  Blackwel 
adds,  is  only  one  reason  people  are  leery  of  pollsters 
"They're  usually  more  concerned  that  you're  going  to  tf| 
to  sell  them  something,"  he  says.  Experts  agree  that  gooc 
market  research  is  still  possible  but  is  becoming  ver 
expensive. 

It  all  adds  up  to  a  tough  challenge  for  American  busi 
ness;  but  perhaps  the  consumer  isn't  so  capricious  afte 
all.  Think  about  it:  He  no  longer  believes  that  the  econo 
my  will  get  better  indefinitely;  he  shops  for  value;  h< 
bars  the  door  to  strange  pollsters.  "It's  just  possible,"  say: 
Harvard's  Professor  Star,  "that  for  the  first  time  in  his 
tory,  consumers  are  acting  rationally."  ■ 
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he  Forbes  Yardsticks:  1976 


How  To  Use  Them 

The  heart  of  the  Forbes  29th  Annual  Report  is  the 
statistics  that  measure  management  performance— perfor- 
mance in  1976  of  the  biggest  963  public  companies,  those 
with  sales  of  over  $250  million. 

The  Forbes  Yardsticks,  as  we  call  them,  size  up  the 
companies  in  several  essential  ways.  We  measure  their 
profitability  in  terms  of  return  on  stockholders'  equity  and 
on  total  capital.  We  measure  their  growth  in  both  sales 
and  earnings.  For  current  trends,  we  plot  these  figures 
for  the  latest  12  months.  For  a  longer  view,  we  look  at 
them  over  five  years.  We  also  measure  stock  market  per- 
formance, debt/equity  ratios  and  net  profit  margins. 

Using  all  these  measures,  we  compare  each  company 
against  competitors  in  its  own  industry  and  against  all  962 

How  They  Are  Calculated 

Return  On  Stockholders'  Equity 

Companies  obtain  their  capital  from  two  sources:  stock- 
holders and  creditors.  Return  on  Stockholders'  Equity  is 
the  percentage  return  on  the  stockholders'  portion  of  the 
capital.  We  express  earnings  per  common  share  (primary 
basis*)  as  a  percentage  of  the  stockholders'  equity  per 
share  (assuming  conversion  of  all  convertible  preferreds) 
at  the  start  of  the  year.  The  five-year  return  in  our  Yard- 
sticks tables  is  the  average  of  the  returns  calculated  for  the 
years  1972  through  1975  and  the  12-month  period  ending 
with  the  most  recent  quarterly  report.  (For  companies 
whose  fiscal  years  end  in  January,  February  or  March,  the 
years  1973-76  are  used  in  place  of  1972-75. ) 

Return  On  Total  Capital 

This  figure  is  the  percentage  return  on  a  combination  of 
stockholders'  equity  (both  common  and  preferred)  plus 
capital  from  long-term  debt  (including  current  maturi- 
ties), minority  stockholders'  equity  in  consolidated  sub- 
sidiaries and  accumulated  deferred  taxes  and  investment 
tax  credits.  The  profit  figure  used  in  this  computation  is 
the  sum  of  net  income,  minority  interests  in  net  income 
and  estimated  aftertax  interest  paid  on  long-term  debt— 
in  other  words,  income  before  charges  (primarily,  interest 
payments  on  long-term  debt)  relating  to  the  nonequity 
portion  of  the  capital. 

The  Return  on  Total  Capital  is  a  "basic"  measure  of  an 
enterprise's  profitability.  It  does  not  reflect— as  the  Return 
on  Stockholders'  Equity  does— the  effects  of  financing  de- 
cisions upon  profitability.  For  companies  that  derive  all  of 
their  capital  from  common  equity,  the  two  profitability 
measures  would,  of  course,  be  identical.  But  a  company 
that  employs  debt  wisely  can  thereby  boost  its  Return  on 
Stockholders'  Equity  well  above  its  Return  on  Total  Capi- 
tal. The  time  periods  employed  for  this  calculation  are 


'This  assumes  that  all  "common  stock  equivalents"— convertible 
bonds,  convertible  preferred  stocks,  warrants  and  stock  options 
—have  been  converted  into  common  shares. 


other  companies.  Finally,  we  compare  the  major  indus- 
try groups  themselves  against  one  another.  (We  explain 
below  how  the  principal  Yardsticks  are  calculated.)  Tak- 
en together,  the  Forbes  Yardsticks  comprise  the  most  com- 
plete rundown  on  the  performance  of  corporate  America 
you'll  find  anywhere. 

To  locate  a  particular  company,  refer  to  the  table  that 
begins  on  the  following  page:  "Where  To  Find  The 
Company."  It  lists  the  963  companies  alphabetically  and 
gives  the  page  number  on  which  you  will  find  the  story 
about  its  industry  and  the  appropriate  Yardsticks.  You 
will  also  find  in  the  alphabetical  listing  how  that  par- 
ticular company  stacks  up  against  the  962  others  in 
Profitability,  Growth  and  Stock  Market  performance. 


the  same  as  for  Return  on  Stockholders'  Equity. 
Debt-To- Equity  Ratio 

The  Debt/Equity  Ratio  tells  us  to  what  extent  manage- 
ment is  using  borrowed  funds  (leverage)  in  an  attempt 
to  upgrade  profitability.  It  is  calculated  as  of  the  end  of 
the  last  reported  fiscal  year  by  dividing  long-term  debt 
(including  current  maturities)  by  the  sum  of  stockholders' 
equity,  minority  stockholders'  interests  and  accumulated 
deferred  taxes  and  investment  tax  credits.  A  high  debt/ 
equity  ratio  makes  earnings  more  volatile  and  is  usually 
considered  prudent  only  in  relatively  stable  industries. 

Net  Profit  Margin 

The  Net  Profit  Margin  gives  a  view  of  profits  different 
from  either  the  Return  on  Stockholders'  Equity  or  the  Re- 
turn on  Total  Capital.  Calculated  by  dividing  net  profits 
for  the  latest  12  months  by  net  sales,  it  reveals  what  per- 
centage of  each  dollar  of  revenue  is  available  for  payment 
of  dividends  and  reinvestment  in  the  business.  Net  profit 
margins  vary  widely  from  industry  to  industry. 

Sales  Growth 

This  is  a  bit  tricky.  To  even  out  short-run  distortions 
caused  by  very  poor  or  very  good  years,  we  reach  back 
over  ten  years  to  measure  five-year  Sales  Growth.  We  take 
the  average  sales  for  the  most  recent  five  years  (1972 
through  the  latest  12  months)  and  compute  the  percent- 
age change  from  average  sales  for  the  preceding  five  years 
(1967  through  1971).  We  then  express  that  change  in 
terms  of  a  five-year  compounded  annual  rate  of  growth, 
since  the  midpoints  of  the  two  periods  are  five  years  apart. 

Earnings-Per-Share  Growth 

As  with  Sales  Growth,  we  go  back  ten  years  to  calculate 
the  five-year  rate  of  Eamings-Per-Share  Growth.  Using  pri- 
mary earnings  per  share,  we  compare  those  for  the  most 
recent  five  years  against  those  for  the  preceding  five  years 
and  express  the  change  in  terms  of  a  five-year  compounded 
annual  growth  rate.  ■ 
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Where  To  Find  The  Company 

■ 

Rank 

1 

Rank 

■ 

1 

Industry 

Industry 

Company 

Profitability 

Growth 

Stock  Market 

Survey 
Page 

Company 

Profitability 

Growth    Stock  Market 

Survey 
Page 

Abbott  Laboratories 

198 

296 

144 

79 

American  Financial 

776 

630 

731 

112 

ACF  Industries 

498 

550 

426 

163 

Amer  Genl  Insurance 

664 

496 

440 

112 

Hugrapn  muiugiapn 

892 

873 

903 

1  A3 
I'M 

nfnciican  urcciingb 

428 

477 

916 

1  nA 

Aetna  Life  &  Cas 

592 

257 

318 

112 

Amer  Hoist  &  Derrick 

368 

155 

184 

163 

H  F  Ahmanson 

593 

483 

795 

112 

Amer  Home  Products 

12 

343 

381 

79 

Air  Prods  &  Chems 

*  214 

114 

27 

55 

Amer  Hospital  Supply 

545 

324 

595 

79,  14 

Airco 

588 

236 

217 

55 

American  Intl  Group 

40 

99 

308 

112 

Akzona 

799 

815 

847 

55 

Amer  Medical  Intl 

725 

371 

899 

79 

Albertson's 

99 

192 

92 

146 

American  Medicorp 

831 

698 

857 

79 

Alcan  Aluminium 

827 

807 

287 

154 

American  Motors 

898 

773 

60 

Alco  Standard 

329 

360 

363 

99 

American  Natl  Finl 

763 

260 

192 

112 

Alexander  &  Baldwin 

279 

116 

405 

88 

Am  Natural  Resources 

363 

527 

372 

126 

Alexander's 

869 

864 

906 

146  • 

American  Petrofina 

184 

271 

190 

137 

Allegheny  Airlines 

882 

867 

88 

Amer  Re-Insurance 

828 

834 

837 

112 

Allegheny  Ludlum  Ind 

656 

377 

85 

154 

American  Standard 

573 

** 

94 

68,  99 

Allegheny  Power 

482 

668 

400 

126 

American  Stores 

713 

372 

368 

146 

Allied  Chemical 

543 

199 

295 

55 

American  Tel  &  Tel 

676 

618 

195 

123,  121 

Allied  Products 

825 

734 

784 

99 

AMF 

294 

515 

859 

99,  10- 

Allied  Stores 

568 

246 

165 

146 

Amfac 

448 

316 

854 

99 

Allied  Supermarkets 

936 

932 

821 

146 

AMP 

97 

286 

233 

123 

Allis-Chalmers 

847 

79 

99 

Ampex 

939 

891 

817 

123 

Alterman  Foods 

722 

776 

753 

146 

Amstar 

216 

227 

250 

79 

Alcoa 

797 

721 

97 

154 

Amsted 

327 

180 

29 

163 

AMAX 

374 

464 

76 

154 

Amtel 

464 

263 

480 

99 

Amerada  Hess 

110 

436 

646 

137 

Anaconda 

879 

* 

101 

154 

American  Airlines 

913 

888 

892 

88 

Anchor  Hocking 

498 

644 

497 

92 

American  Bakeries 

890 

6 

361 

79 

Anderson-Clayton 

660 

143 

57 

146 

Amer  Beef  Packers 

946 

911 

146 

Anheuser-Busch 

331 

587 

838 

79 

American  Brands 

402 

606 

384 

79 

ARA  Services 

384 

466 

824 

146 

Amer  Broadcasting 

388 

206 

174 

104 

Areata  National 

774 

207 

692 

104 

American  Can 

798 

810 

338 

92 

Archer  Daniels  Midland 

219 

47 

7 

146 

American  Cyanamid 

354 

521 

631 

55,  79 

Arden-Mayfair 

949 

891 

947 

146 

American  Elec  Power 

484 

718 

593 

126 

Arizona  Public  Service 

560 

515 

484 

126 

American  Export  Ends 

956 

932 

950 

88 

Ark  Louisiana  Gas 

206 

535 

159 

126 

American  Express 

278 

208 

429 

112 

Arlen  Realty  &  Dvpt 

950 

932 

944 

146 

PROFITABILITY:  5-Year  Return  on  Equity. 

GROWTH;  5  Yea'  Compounded  Annua!  fa 

rnings  Per  Share  Growth.  STOCK 

MARKET 

5 -Year  Price 

Change. 

"  Not  ran 
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Where  to  Find  the  Company 


Rank 

Industry 

Rank 

Industry 

Company 

Profitability 

Growth    Stock  Market 

Survey 
Page 

Company 

Profitability 

Growth 

Stock  Market 

Survey 
Page 

Arrnco  Steel 

648 

392 

173 

154 

Burroughs 

370 

205 

278 

143 

Armctrnnff  Cork 
miiioiiuiig  Win 

657 

522 

678 

CQ 
DO 

duiici  maiiuflaciunng 

122 

85 

89 

RP. 
□o 

Armstrong  Rubber 

838 

765 

820 

60 

Cabot 

802 

699 

462 

55 

Arvin  Industries 

496 

JOU 

60 

Cal-Maine  Foods 

64 

9 

177 

146 

ASARCO 

739 

769 

599 

154 

Cameron  Iron  Works 

74 

21 

9 

163 

Ashland  Oil 

136 

213 

265 

137 

Campbell  Soup 

372 

532 

284 

79 

Accnriatorl  Hrv  (Snnric 
nioUtiolcll  l/ljf  uuuuo 

641 

670 

756 

PamnHolf  Tarroart 
wampiicll  laggdil 

276 

358 

253 

79 

Athlone  Industries 

61 

19 

18 

154 

Cannon  Mills 

844 

759 

542 

79 

Atlanta  Gas  Light 

631 

126 

Capital  Holding  Corp 

538 

289 

464 

112 

Atlantic  Richfield 

600 

369 

132 

137 

Carborundum 

582 

394 

335 

163 

A-T-0 

627 

272 

441 

99 

Carnation 

219 

303 

270 

79 

Automation  Inrfc 

823 

141 

461 

i»aronna  rwr «  li 

554 

580 

459 

Avco 

786 

763 

498 

99,  112 

Carpenter  Technology 

427 

511 

113 

154 

Avery  International 

516 

348 

657 

163 

Carrier 

800 

768 

781 

68 

Avis 

473 

458 

927 

88 

Carson  Pirie  Scott 

648 

328 

293 

146 

Avnet 

103 

277 

175 

123 

Carter  Hawley  Hale 

466 

614 

720 

146 

Avon  Pforiurfs 

9 

477 

809 

7Q  1Afi 

461 

219 

238 

79 

Babcock  &  Wilcox 

650 

278 

452 

163 

Caterpillar  Tractor 

77 

177 

99 

60,  163 

Baker  International 

71 

JO 

•J -J 

163 

CBS 

83 

359 

286 

104 

Ball  Corp 

523 

379 

561 

92 

Ceco 

639 

694 

792 

68 

Baltimore  Gas  &  Elec 

607 

710 

527 

126 

Celanese 

635 

30 

729 

55 

RanPal  Tri.Qtato 
Ddiiwai  ill  oidic 

869 

867 

827 

lie. 

Centex 

362 

411 

868 

68 

Bangor  Punta 

917 

891 

344 

99 

Central  &  South  West 

337 

625 

675 

126 

Bank  of  New  York 

377 

R7Q 

112 

Central  Soya 

330 

319 

299 

146 

BankAmerica  Corp 

263 

336 

167 

112 

Central  Steel  &  Wire 

347 

92 

98 

154 

Bankers  Trust  NY 

625 

708 

739 

112 

Central  Tel  &  Utils 

259 

492 

266 

126 

Raiicrh  £  1  nmh 

464 

142 

891 

7Q 

Port iii n  ttmii 

611 

258 

493 

68 

Baxter  Travenol 

314 

148 

312 

79 

Cessna  Aircraft 

228 

357 

280 

133 

Beatrice  Foods 

215 

79 

CFS  Continental 

299 

261 

628 

146 

Becton,  Dickinson 

320 

335 

371 

79 

Champion  Home 

780 

868 

829 

104 

Beech  Aircraft 

92 

44 

126 

133 

Champion  Intl 

463 

395 

495 

68,  92 

Rplrn  Pptrnlpnm 

183 

136 

172 

1  0.7 
10/ 

PhammAII  dtarlr  Dlllfl 

i>nampion  oparn  nug 

118 

445 

662 

60 

Bell  &  Howell 

867 

853 

888 

79,  104 

Charter  Company 

222 

87 

825 

137 

Bemis 

699 

281 

OAO 

etc 

92 

Charter  New  York 

614 

540 

619 

112 

Bendix 

i  

540 

443 

235 

60,  99 

Chase  Manhattan  Corp 

593 

624 

823 

112 

Beneficial  Corp 

316 

594 

780 

112,  146 

Chemetron 

672 

313 

197 

55 

Bergen  Brunswig 

906 

857 

791 

uncinicai  new  ium 

628 

633 

695 

112 

Best  Products 

169 

25 

397 

146 

Chesebrough-Pond's 

116 

421 

499 

79 

Bethlehem  Steel 

705 

390 

254 

154 

Chessie  System 

793 

58 

158 

88 

BI-LO 

13 

47 

146 

Chicago  Bridge  &  Iron 

131 

189 

135 

163 

Black  &  Decker 

<J\JX 

338 

626 

79 

Chicago  Milwaukee 

Q1Q 

QO.9 
jot 

01  D 

oio 

88 

Blount 

59 

67 

629 

68 

Chic  Pneumatic  Tool 

706 

775 

748 

163 

Blue  Bell 

135 

139 

231 

7Q 

onicago  kock  isianu 

940 

932 

945 

QQ 
oo 

Bluebird 

436 

291 

488 

146 

Chromalloy  American 

307 

679 

640 

99 

Boeing 

829 

554 

44 

133 

Chrysler 

889 

856 

706 

60 

Boise  Cascade 

865 

68,  92 

Chubb 

737 

801 

442 

112 

Borden 

a  AO 

440 

274 

79 

Cincinnati  G  &  E 

Of  Z) 

7on 
/  j\j 

■JC.C. 

126 

Borg-Warner 

727 

599 

479 

60,  99 

Cincinnati  Milacron 

858 

833 

607 

163 

RormAn\ 

874 

844 

814 

1H  O 

Pin-la  K 

irircie  n 

207 

203 

905 

MR 

Boston  Edison 

758 

803 

724 

126 

CIT  Financial 

479 

608 

666 

112 

Braniff  Intl 

212 

61 

699 

88 

Citicorp 

268 

230 

258 

112 

C  F  Braun 

** 

1 1 

IX 

•» 

68 

Cities  Service 

690 

520 

198 

137 

Briggs  &  Stratton 

332 

124 

163 

Citizens  &  Southern 

79A 

s  mi 

OJU 

QCft 

oou 

112 

Bristol-Myers 

85 

374 

334 

79 

City  Investing 

807 

609 

704 

99 

Rrarlfwav  filac^ 

u i vvnnflj  uiaoo 

545 

508 

230 

wyf  oiores 

930 

891 

914 

lAfi 

1HO 

Brooklyn  Union  Gas 

684 

774 

600 

126 

Clark  Equipment 

397 

596 

532 

60,  163 

Brown  Group 

636 

773 

764 

79 

Clark  Oil  &  Refining 

570 

781 

517 

137 

Browning-Ferris  Inds 

566 

AW 

163 

Cleveland  Elec  Ilium 

412 

722 

524 

126 

Brunswick 

"too 

856 

99,  104 

CleveTrust  Corp 

DU/ 

112 

Bucyrus-Erie 

305 

322 

34 

163 

Clorox 

64 

548 

830 

79 

duuu 

728 

4 

200 

DU 

i>iuen,  reauooy 

866 

858 

841 

74 

#51 

Bunker-Ramo 

924 

891 

907 

123 

CNA  Financial 

920 

891 

919 

112 

Burlington  Inds 

744 

736 

538 

79 

Coastal  States  Gas 

459 

481 

935 

126 

Burlington  Northern 

877 

36 

458 

88 

Coca-Cola 

42 

403 

700 

79 

WJFITABILITY:  5Year  Return 

on  Equity. 

GROWTH: 

5-Year  Compounded  Annual  Earnings  Per  Share  Growth.  STOCK 

MARKET: 

5-Year  Price  Change. 

••  Not  ranked. 

0R8ES,  JANUARY  1,  1977 


41 


Where  to  Find  the  Company 


Rank 

Industry 

Cnmnanv 
wUllipdMJ 

Sumy 

r  rOIILBDIIITj 

Growth 

Stock  Market 

Puff  A 
ray* 

Coca-Cola  Bottling  NY 

666 

728 

913 

146 

Colgate-Palmolive 

223 

342 

201 

79 

Cnllin«  ft  Aikman 

564 

767 

870 

79 

Colonial  Ppnn  firoun 

vUlulllol  refill  UHwup 

5 

51 

597 

112 

452 

535 

618 

146 

Colt  Industries 

236 

65 

19 

•154 

Columbia  Gas  System 

556 

662 

515 

126 

Columbia  Pictures 

670 

891 

742 

104 

Pnliimhuc  £.  Cn  Ohm 

545 

686 

410 

126 

Pnmhirt &ii  Inciiranrf* 
wUIIIUIIIcU  llloUl  a  rue 

87 

305 

835 

112 

Combustion  Engineering 

510 

626 

653 

163 

Commercial  Metals 

69 

95 

166 

154 

Commonwealth  Edison 

617 

753 

556 

126 

Commonwealth  Oil  Rfo 
vuiiiiiiuii wcaim  uii  nig 

912 

891 

779 

137 

Comsat 

Will  JUl 

537 

78 

830 

126 

ConAgra 

805 

840 

356 

146 

Cone  Mills 

578 

49 

62 

79 

Con  1701011111 

590 

488 

850 

68 

Connecticut  General 

322 

161 

291 

112 

Consolidated  Friiton 

740 

680 

643 

126 

Consolidated  Foods 

577 

726 

765 

79 

Consol  Freightways 

187 

454 

428 

oo 

DO 

Consol  Natural  Gas 

701 

649 

355 

126 

Consumers  Power 

754 

809 

686 

126 

Continental  Airlines 

897 

871 

879 

88 

Continental  Corp 

768 

571 

224 

112 

Continental  Group 

680 

789 

370 

no 

92 

Continental  Illinois 

344 

320 

213 

112 

Continental  Oil 

WVIIllll^llUil  Wll 

255 

211 

30 

137 

Continental  Tel 

501 

682 

667 

126 

Control  Data 

861 

714 

798 

112,  143 

cook  industries 

3 

8 

108 

146 

Cook  United 

918 

891 

933 

146 

Cooper  Industries 

146 

292 

11 

163 

Adolph  Coons 

229 

388 

•* 

79 

Copperweld 

154 

72 

38 

154 

Corning  Glass  Works 

572 

647 

435 

123 

CPC  International 

242 

430 

193 

79 

Crane 

94 

27 

40 

154 

Crocker  Natl  Corp 

665 

798 

654 

112 

Crown  Central  Petrol 

540 

125 

211 

137 

Crown  Cork  I  Seal 

272 

288 

392 

92 

wown  leiieroacn 

451 

346 

229 

no 

92 

Crum  &  Forster 

666 

498 

364 

112 

Culbro 

816 

787 

585 

79 

Cullum  Companies 

699 

602 

437 

146 

Cummins  Engine 

772 

784 

557 

60 

Curtiss-Wright 

848 

381 

303 

133 

Cutler-Hammer 

471 

249 

475 

123 

Cyclops 

835 

693 

399 

154 

Cvorus  Mines 

521 

655 

627 

1 EJ 
1 

Dan  River 

877 

163 

348 

79 

Dana 

193 

279 

142 

60 

Daniel  International 

168 

119 

221 

68 

uarx  industries 

448 

344 

578 

99 

Dayco 

290 

566 

531 

99 

Daylin 

951 

891 

952 

l"tO 

Dayton-Hudson 

632 

415 

393 

lie 

Dayton  Power  &  Light 

625 

800 

J  JO 

126 

Dean  Foods 

571 

449 

74 

146 

Deere 

167 

74 

47 

60 

DEKALB  AgResearch 

148 

112 

225 

146 

Dei  Monte 

392 

457 

376 

79 

Delmarva  Power  &  Lt 

611 

747 

616 

126 

PROFITABILITY:  5-Year  Return  on  Equity       GROWTH:  5- Year  Compounded  Annuel 


Rank 

Industry 

Company  Profitability 

Growth 

Stock  Market 

Survey 
Pege 

Holta  All*  1  imp* 

205 

451 

645 

 oT" 

88 

i»cinij  3 

129 

234 

68 

104 

DeSoto 

810 

838 

763 

68 

Detroit  Edison 

780 

814 

668 

126 

Diamond  Intl 

345 

615 

492 

92 

Diamond  Shamrock 
i/iciiiiuiiu  wiiwini  wfi 

93 

96 

13 

55 

A  B  Dick 

516 

508 

931 

143 

Di  fiiorpio 

We  *J Ivl  a^iv 

868 

851 

865 

79,  141 

Digital  Equipment 

311 

62 

63 

143 

Dillingham 

747 

169 

671 

99 

Hillon  Comnanies 

uiiiuii  \#ut  11  pa  i  nc  o 

52 

117 

86 

146 

Walt  Disnev 

633 

167 

676 

104 

ftivprsifipft  Inds 

935 

891 

946 

154 

R  R  Donnelley  &  Sons 

552 

527 

398 

104 

Dover  Corp 

77 

218 

226 

68 

Dow  Chemical 

30 

71 

69 

55 

Dravo 

604 

498 

137 

68 

rirpccpr  Inrlki^trips 

178 

.  255 

43 

163 

Duke  Power 

722 

756 

456 

126 

Dun  &  Bradstreet  Cos 

74 

518 

536 

104 

E  1  du  Pont 

la  I  uu  r  uih 

443 

656 

508 

55 

DunuesnA  Lii7ht 

441 

731 

559 

126 

E- Svstems 

327 

130 

6 

133 

Eagle-Picher  Inds 

238 

367 

143 

163 

Earth  Resources 

22 

18 

8 

137 

Eastern  Air  Lines 

932 

891 

862 

88 

Eastern  Gas  &  Fuel 

162 

122 

96 

137 

Eastman  Kodak 

108 

461 

506 

79,  10* 

Eaton 

343 

513 

424 

60 

Jack  Eckerd 

91 

103 

366 

146 

Economics  Laboratory 

160 

270 

421 

79 

Edison  Bros  Stores 

132 

265 

251 

146 

El  Paso  Company 

424 

539 

567 

126 

Eltn 

420 

439 

186 

99,  12: 

Emerson  Electric 

138 

444 

474 

123 

Emhart 

476 

495 

259 

163 

Engelhard  Min  &  Ghent 

33 

133 

181 

154 

ENSERCH 

251 

391 

369 

126 

Entei 

143 

86 

45 

126 

Envirotech 

675 

188 

463 

163 

Equimark 

535 

822 

755 

112 

ERC 

600 

821 

775 

112 

Esmark 

475 

32 

294 

146 

Ethyl 

128 

216 

129 

55 

Evan*  Products 

Lion  J  1  IVUUVM 

860 

854 

790 

68 

Ei-Cell-0 

729 

741 

148 

163 

Exxon 

199 

318 

191 

137 

Fairchild  Camera 

346 

*» 

155 

123 

Fairchild  Industries 

846 

52 

554 

133 

Fairmont  Foods 

689 

709 

470 

79 

Fed-Mart 

252 

216 

268 

146 

Fedders 

926 

891 

942 

79 

Federal  Co 

347 

76 

106 

146 

Federal- Moirul 

■  viiviui  rfivKui 

718 

727 

533 

60 

Fedl  Natl  Mortnie 

■  «ui  i v ejj  iii  invi  iKaiKV 

155 

56 

690 

112 

Federal  Paper  Board 

326 

200 

178 

92 

Federated  Dept  Stores 

351 

514 

431 

146 

Ferro 

223 

208 

411 

68 

Fibreboard 

886 

860 

843 

92 

Fidelcor 

486 

795 

777 

112 

Fieldcrest  Mills 

745 

771 

782 

79 

/  9 

Fingerhut 

790 

875 

895 

146 

Firestone 

637 

601 

514 

60 

First  Bank  System 

351 

541 

413 

112 

Earningi  Per  Share  Growth.       STOCK  MARKET:  5-Year  Price  Change       **  Not  ran 
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Where  to  Find  the  Company 


Rank 

Industry 

Company  i 

Survey 

•rofitabllity 

Growth 

Stock  Market 

Pag* 

First  Charter  Finl 

505 

280 

574 

1  1  o 

112 

First  Chicago  Corp 

433 

314 

a  t  n 

419 

112 

First  City  Bancorp 

337 

ooo 

383 

OOO 

228 

112 

First  Intl  Bshs 

243 

OCT 

267 

OA"T 

207 

112 

First  Natl  Boston 

655 

694 

579 

112 

First  Natl  Stores 

928 

932 

708 

11C 

146 

First  Penna  Corp 

coo 

00  c 

833 

oco 
BOO 

112 

First  Wisconsin  Corp 

797 
lol 

0.19 

71C 
/43 

112 

Fischbach  &  Moore 

11 A 

77ft 
1  CO 

123 

Fisher  Foods 

i  ac 

1U0 

ooc 

tJO 

711 
/  14 

146 

Flavorland  Inds 

438 

544 

727 

14b 

Fleetwood  Enterprises 

1 OO 

IOC 

183 

01A 

81U 

104 

Fleming  Companies 

Ol  o 

212 

a  no 
4U2 

004 

234 

146 

Flickinger 

A  0  1 

oca 
350 

OOA 

283 

146 

Flintkote 

818 

CC1 
331 

ceo 
663 

68 

Florida  Power 

559 

683 

705 

1  oc 
126 

Florida  Power  &  Lt 

COO 
3tO 

CAA 

CCD 

126 

Fluor 

OCO 

25/ 

OAl 

JU4 

oc 
23 

68 

FMC 

620 

641 

1C7 
40/ 

99 

Food  Fair 

308 

DOI 

881 

OOJI 

894 

146 

■ 

'oodarama  Supermkts 

911 

«* 

880 

1  AC 

146 

Ford  Motor 

602 

494 

C70 

3/2 

60 

Foremost-McKesson 

OOO 

299 

coo 
632 

7AO 
/43 

146 

Foster  Wheeler 

oco 

010 

248 

1  cc 
130 

163 

Foxboro 

71  Q 
/19 

070 

2/3 

OOO 

232 

163 

Franklin  Life  Ins 

309 

473 

360 

1  1  o 

112 

Frederick  &  Herrud 

17 
4/ 

700 

/38 

8/4 

146 

Freeport  Minerals 

01Q 

A  OO 

48a 

101 

lol 

55 

Fruehauf 

ceo 
632 

C01 

Dd4 

coo 
DO  2 

60 

Fuqua  Industries 

OOl 

894 

OOA 

70C 

/96 

99,  104 

iff 

719 

179 

785 

on 

99 

Gamble-Skogmo 

coo 

J!  OA 

420 

77A 

/70 

146 

Gannett 

OA  ft 

240 

Ol  A 

210 

04C 

246 

104 

Gardner-Denver 

A  f\A 

404 

71  C 

/Id 

ceo 
338 

163 

iarfinckel  Brooks  Bros 

coo 

CI  7 
31/ 

71  1 
/ll 

146 

unIX 

521 

562 

787 

ICO 

163 

General  Cable 

04/ 

7CC 

fob 

7CO 

/32 

154 

General  Cinema 

1  CO 

I  DO 

OOO 

283 

70C 

/26 

104 

General  Dynamics 

4oU 

96 

oc 
35 

133 

General  Electric 

IOC 

loo 

Ana 
403 

331 

79,  99,  123 

General  Foods 

315 

612 

519 

70 
/3 

General  Host 

845 

891 

776 

1  A  C 

14b 

General  Instrument 

OCA 

864 

758 

» "71 

471 

123 

General  Mills 

Olfl 

210 

01  A 

310 

1  Ol 

121 

79 

General  Motors 

occ 
233 

CC1 

631 

CAA 

500 

60 

General  Public  Utils 

708 

"J  J  O 

748 

CCA 

560 

126 

General  Refractories 

857 

•* 

523 

1  CO 

163 

General  Reinsurance 

249 

226 

305 

1  1  o 

112 

General  Signal 

4oJ 

4  7C 

4/0 

1  07 

18/ 

163 

General  Tel  &  Elec 

45M 

CAA 

044 

4o4 

123, 126 

Genl  Tire  &  Rubber 

jfl  C  j| 

4D4 

oon 

oco 
333 

60,  99 

Genesco 

QO  1 

0O1 

091 

Oil 
341 

79,  146 

uenuine  rans 

120 

245 

382 

60 

Georgia-Pacific 

120 

165 

196 

CO  AO 

68,  92 

Gerber  Products 

JoU 

70.  e 

771 
/ /4 

79 

Getty  Oil 

CIO 

348 

oco 
208 

CC 
3D 

137 

Giant  Food 

OOl 

J34 

C  AC 

3U3 

70C 

/23 

146 

Gillette 

7K 
/D 

COQ 

7  no 
/U3 

79 

Girard 

695 

813 

687 

1 1  o 
112 

aiuoe-union 

629 

149 

282 

CA 

DO 

Goldblatt  Brothers 

883 

846 

875 

B  F  Goodrich 

852 

582 

439 

60 

Goodyear 

710 

736 

637 

60 

Gould 

416 

274 

208 

60 

Rank 

• 

Industry 

v  v.? 

Company  Profitability 

Growth 

Stock  Market 

Survey 
Page 

Govt  Employees  Ins 

958 

891 

948 

112 

W  R  Grace 

510 

238 

438 

55,  99 

W  W  Grainger 

96 

178 

163 

123 

Grand  Union 

843 

831 

634 

146 

Gray  Drug  Stores 

644 

783 

828 

146 

Great  Atl  &  Pac  Tea 

937 

891 

734 

146 

Gt  Northern  Nekoosa 

378 

OCA 

1  An 
14U 

92 

Gt  Western  Financial 

661 

83 

con 
580 

112 

Great  Western  United 

66 

7  A  A 

744 

323 

146 

Green  Giant 

767 

ion 

720 

630 

79 

Greyhound 

479 

696 

661 

88,  146 

Grolier 

955 

on  i 

891 

ACO 

953 

104 

Grumman 

742 

OCO 

863 

OOI 

321 

133 

Gulf  &  Western  Inds 

125 

124 

11C 

116 

99 

Gulf  Life  Holding 

453 

c  n  a 

504 

"71  O 
/12 

112 

Gulf  Oil 

533 

628 

434 

137 

Gulf  Resources  &  Chem 

10 

1 

OO 

23 

154 

Gulf  States  Utils 

536 

COT 

687 

"710 

718 

126 

Halliburton 

84 

OO 

33 

OO 

32 

68 

Hammermill  Paper 

686 

A  OC 

426 

oio 

378 

92 

Handy  &  Harman 

72 

132 

84 

IE  J 

154 

Hanes 

749 

C7A 
3/0 

1  CA 

164 

79 

Hanna  Mining 

578 

COO 

638 

417 

154 

Hannaford  Brothers 

265 

OOA 

229 

lit 
445 

146 

Harnischfeger 

406 

CO 

69 

el 
54 

163 

Harris  Bankcorp 

456 

298 

247 

112 

Harris  Corp 

772 

Ol  o 
812 

0C7 

40/ 

123,  163 

Harsco 

259 

ooc 

386 

1  C\A 

194 

163 

Hart  Schaff  &  Marx 

805 

OAO 

802 

nio 

848 

79 

Hartfield-Zodys 

953 

OA1 

891 

OAO 

909 

146 

Havatampa 

729 

547 

561 

79 

H  J  Heinz 

563 

1QO 

4bY 

OilO 

342 

79 

Walter  E  Heller  Intl 

302 

•  3 

"TOO 

/33 

112 

Hercules 

429 

CIO 

519 

J  AC 

406 

55 

Hershey  Foods 

298 

coo 
589 

C77 

67/ 

79 

Heublein 

192 

401 

582 

79 

Hewlett-Packard 

165 

in* 
1U4 

00 

82 

123,  143 

Hilton  Hotels 

527 

OOO 

C1 1 

Oil 

104 

Hobart 

286 

CAA 

jUU 

7A0 

/U2 

163 

Hoerner  Waldorf 

175 

Tf  Ol 

lol 

1  CA 
I  DO 

92 

Holiday  Inns 

695 

715 

921 

1  A4 

104 

Holly  Sugar 

28 

•  c 

28 

1  AC 

146 

Honeywell 

735 

CC1 

034 

noi 

004 

123.  143 

Hoover  Ball  &  Bearing 

112 

ACC 

466 

177 

4/  / 

60 

Hoover  Co 

693 

7C1 

754 

OOO 

882 

79 

George  A  Hormel 

633 

700 

Hi 

070 
Hi 

146 

Hospital  Corp  of  Am 

304 

91 

659 

70 
/9 

Houdaille  Industries 

190 

424 

311 

1  CO 

163 

Household  Finance 

374 

7A7 
/U7 

7B.7 
/a/ 

112,  146 

Houston  Ltg  &  Power 

412 

coc 
596 

CQA 

680 

126 

Houston  Natural  Gas 

56 

OO 

89 

13 

126 

Howard  Johnson 

431 

07C 

2/0 

7C1 
/3l 

104 

Hughes  Tool 

364 

13 

102 

1  CO 
IDJ 

Humana 

502 

66 

744 

70 

/3 

E  F  Hutton  Group 

111 

1  07 

19/ 

OOO 

288 

112 

Hyatt  Corp. 

888 

07C 

8/0 

OOO 

B3o 

104 

Hygrade  Food  Prods 

321 

C77 

0/1 

146 

Hyster 

642 

coc 

626 

01Q 

349 

60,  163 

IC  Industries 

820 

456 

769 

OO  OO 

88,  33 

Ideal  Basic  Inds 

389 

153 

219 

eft 
68 

Idle  Wild  Foods 

115 

20 

797 

140 

Illinois  Power 

486 

785 

679 

126 

Imperial  Corp  of  Am 

491 

222 

290 

112 

INA 

760 

617 

512 

112 

OFITABILITY:  5-Year  Return  on  Equity.      GROWTH:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth.      STOCK  MARKET:  5-Year  Price  Change.      ••  Not  ranked 
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Where  to  Find  the  Company 


Industry 
Survey 

Company       Profitability   Growth    Stock  Market  Page 


Inco  Ltd 

259 

549 

454 

154 

Lone  Star  Industries 

692 

406 

564 

68 

Ingersoll-Rand 

230 

551 

212 

163 

Long  Island  Lighting 

530 

710 

644 

126 

Inland  Container 

240 

94 

31 

92 

Longs  Drug  Stores 

45 

185 

464 

146 

Inland  Steel 

617 

432 

182 

154 

Louisiana  Land 

4 

423 

793 

137 

Inmont 

034 

55 

Louisiana-Pacific 

80 

123 

241 

92 

Insilco 

342 

653 

625 

79 

M  Lowenstein  &  Sons 

906 

877 

839 

79 

Interco 

333 

500 

486 

79 

Lowe's  Companies 

36 

111 

407 

146 

Interlake 

525 

135 

75 

154 

LTV 

525 

•* 

330 

99,  15 

IBM 

113 

284 

385 

1  a  0 

14.5 

Lubrizol 

A  C 

4D 

1QO. 

710 

cc 
DD 

Intl  FnoH^prvirp 

mil  •  UVU9CI 

923 

891 

951 

146 

Lucky  Stores 

81 

450 

571 

146 

Intl  Harvester 

771 

406 

367 

60 

Ludlow  Corp 

891 

871 

923 

79 

Intl  Minerals  &  Chem 

35 

1 

17 

55 

Lukens  Steel 

726 

312 

147 

154 

Intl  Multifoods 

498 

300 

188 

79 

Lykes 

418 

15 

107 

154 

International  Paper 

OCQ 
/DO 

1  OO 

81) 

09 
9c 

Macmillan 

007 

oil 

CA  Q 

643 

701 

1  f\A 

104 

Intl  Systems 

524 

•  • 

412 

68 

R  H  Macy 

607 

583 

664 

146 

Intl  Tel  &  Tel 

610 

635 

783 

99 

Magic  Chef 

783 

660 

844 

79 

Interpace 

721 

490 

432 

68 

Malone  &  Hyde 

127 

250 

485 

146 

Interstate  Brands 

840 

841 

521 

79 

Manhattan  Industries 

903 

883 

876 

79 

interstate  united 

OCC 
ODD 

/So 

70G. 
/OO 

1  AC 
140 

Mfrs  Hanover  Corp 

07O 

378 

OC1 

351 

A  OO 

4ZZ 

1 12 

Investors  Div  Svcs 

701 

811 

858 

112 

Mapco 

16 

45 

2 

137 

Iowa  Beef  Processors 

39 

43 

114 

146 

Marathon  Mfg 

757 

855 

925 

163 

IU  International 

454 

340 

805 

99 

Marathon  Oil 

296 

388 

119 

137 

Jefferson-Pilot 

491 

282 

269 

112 

Maremont 

400 

26 

540 

60 

Jewel  Companies 

KQA 

CC7 
CD/ 

oUU 

1  AC 

14b 

Marine  Midland  Banks 

QIC 
BID 

OC1 

ool 

o9o 

110 

11/ 

Jim  Walter 

216 

134 

353 

68 

Marriott 

557 

225 

772 

104 

Johns-Manville 

698 

678 

504 

68 

Marsh  &  McLennan  Cos 

20 

364 

502 

112 

Johnson  &  Johnson 

152 

213 

566 

79 

Marsh  Supermarkets 

496 

533 

416 

146 

Johnson  Controls 

597 

730 

622 

163 

Marshall  Field 

735 

739 

768 

146 

Jonathan  Logan 

7C9 

one 
8UD 

GOO 
3.5/ 

70 
/» 

Mann!  Marietta 

CCft 

DDU 

CAO 

54/ 

OC7 

Z67 

OO     1  0 

yy,  io 

Joy  Manufacturing 

420 

340 

214 

163 

Maryland  Cup 

588 

566 

594 

92 

Kaiser  Alum  &  Chem 

746 

622 

127 

154 

Masco 

48 

82 

302 

68 

Kaiser  Industries 

821 

382 

145 

99 

Masonite 

470 

409 

602 

68 

Kaiser  Steel 

554 

262 

216 

154 

Massey-Ferguson 

360 

33 

117 

60 

Kane-Miller 

jl*>0 

4/j 

CO 

ill 

7ft 
/9 

Mattel 

07C 

OOl 

891 

QOA 

93U 

1U4 

Kaufman  &  Broad 

887 

862 

934 

68 

May  Dept  Stores 

585 

427 

379 

146 

Kellogg 

34 

329 

87 

79 

Oscar  Mayer 

311 

455 

391 

146 

Kellwood 

576 

746 

851 

79 

Maytag 

25 

530 

489 

79 

Kemper  Corp 

415 

671 

717 

112 

MBPXL 

406 

170 

614 

146 

Kennecott  Copper 

834 

832 

317 

137,  154 

MCA 

86 

38 

33 

104 

Kerr-McGee 

oco 

/d/ 

ICO 

153 

122 

1  07 

137 

McCormick  &  Co 

OC  A 

254 

OO  A 

224 

C  AO 

503 

7Q 

/9 

Kewanee  Industries 

267 

151 

52 

55 

J  Ray  McDermott 

37 

35 

36 

68 

Keystone  Consolidated 

807 

239 

264 

154 

McDonald's 

29 

41 

170 

104 

Walter  Kidde 

479 

164 

466 

99 

McDonnell  Douglas 

508 

586 

483 

133 

Kimberly-Clark 

358 

140 

162 

79,  92 

McDonough 

209 

187 

565 

79 

Kings  Dept  Stores 

195 

483 

736 

146 

McGraw-Edison 

682 

788 

481 

123 

niiigiii-niuucr  news 

OA  Q 
Z4d 

OQO 

ioi 

1  f\A 

104 

McGraw-Hill 

381 

£70 

673 

ccc 
DDD 

1  C\A 

Koehring 

853 

837 

714 

163 

Arthur  G  McKee 

202 

55 

12 

68 

Koppers 

271 

129 

26 

99 

McLean  Trucking 

67 

168 

300 

88 

Kraft 

386 

533 

443 

79 

McLouth  Steel 

826 

** 

78 

154 

S  S  Kresge 

188 

158 

249 

146 

Mead 

410 

147 

202 

92 

Kroger 

763 

781 

655 

146 

Mellon  National  Corp 

672 

511 

388 

112 

1  anA  Rrvant 
Ldl!c  Dljani 

17? 
4// 

COT 
00/ 

oca 
003 

1  A  C 

146 

Melville 

41 

309 

519 

70     1 A 

/9,  14 

Lear  Siegler 

550 

754 

209 

99,  123 

Memorex 

957 

891 

707 

143 

Leaseway  Transport!) 

31 

105 

526 

88 

Mercantile  Stores 

283 

320 

612 

146 

Levi  Strauss 

70 

100 

327 

79 

Merck 

21 

299 

350 

79 

Levitz  Furniture 

753 

595 

943 

146 

Merrill  Lynch  &  Co 

391 

635 

651 

112 

Libbey-Owens-Ford 

438 

662 

709 

60 

MGM 

176 

s* 

60 

104 

1  ihprfv  Natl  1  ifo 

l.lUCIiy  Hall  L[|C 

4D3 

A7C 
4/0 

1  1  o 

11Z 

Metromedia 

450 

406 

414 

1  AA 

104 

Liggett  Group 

748 

728 

759 

79 

Fred  Meyer 

307 

302 

324 

146 

Eli  Lilly 

61 

251 

547 

79 

Michigan  National 

153 

346 

322 

112 

Lincoln  Natl  Corp 

743 

658 

543 

112 

Middle  South  Utils 

528 

613 

694 

126 

Litton  Industries 

914 

889 

722 

99 

Midland-Ross 

621 

256 

130 

163 

Lockheed  Aircraft 

1 

•• 

491 

133 

Miles  Laboratories 

433 

558 

808 

79 

Loews 

142 

220 

673 

79,  104 

Minn  Mining  &  Mfg 

138 

470 

510 

99 
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Induitry 
Survey 
Page 


Why  a  commitment  to  free  enterprise 

has  made  Puerto  Rico,  U.S.  A., 
an  industrial  showcase  to  the  world 


onomist  Eliot  Janeway,  a 
ngtime  student  of  Puerto 
co,  tells  how  the  Island's  fis- 
1  responsibility  has  built  a 
riving  progressive  society 
at  makes  sure  that  manufac- 
rers  thrive  there,  too. 

Read  his  analysis,  then  send 
the  coupon  for  more  details. 


f^uerto  Rico  is  now  an  industrial 
L  and  economic  showcase  to  the 
rid  because  of  a  stroke  of  genius  on 
|  part  of  its  leaders. 

100%  tax  exemption 

i  the  late  1940's,  as  today,  federal 
:es  did  not  apply  in  Puerto  Rico. 

"Its  leaders  took  advantage  of 
it  fact.  And  took  the  unheard-of 
p  of  exempting  manufacturers  who 
Tie  to  the  Island  from  having  to 
i  any  local  taxes  on  profits. 

"This  meant  no  taxes  at  all. 

"You  see,  they  realized  then  that 
>s  were  urgently  needed  if  the 
ndreds  of  thousands  of  unem- 
iyed  and  underemployed  were  to 
ve  a  meaningful  alternative  to 
ssive  migration  to  the  U.S.  main- 
id.  They  also  realized  that  only 
nufacturing  could  give  them  the 
mber  of  jobs  they  needed  for  the 
ind's  growth. 

Industrious  people 

/e  been  a  student  of  Puerto  Rico 
cethel930's. 

"The  Island  has  come  a  long  way 
the  last  quarter  of  a  century.  It  still 

>  a  long  way  to  go.  But  its  younger 
ders  are  committed  to  its  incentive 
(grams  and  determined  to  surpass 
!  tremendous  progress  the  Island 

>  already  made. 

"Today  over  140  of  the  leading 
lustrial  companies  in  the  nation 


by  Eliot  Janeway 


Eliot  Janeway,  internationally  known 
economist,  says:  "Puerto  Rico  continues  to 
believe  its  future  lies  in  free  enterprise. 

have  plants  on  this  U.S.  Island. 

"They  are  routinely  training 
Puerto  Ricans  to  run  the  most  sophis- 
ticated automated  installations. 

"Is  there  a  bottleneck,  a  logjam, 
because  of  the  labor  tending  factor? 
Hell  no. 

"At  one  plant  on  the  Island,  my 
Virginia  Republican  host  was  brag- 
ging about  what  his  work  force  was 
accomplishing.  His  whole  plant  is 
operated  by  over  700  local  workers 
and  only  eight  mainlanders.  One 
room  has  18  computers.  And  if  one 
ever  breaks  down,  Puerto  Rican 
workers  quickly  repair  it.  The  average 
age  of  these  workers,  by  the  way,  is  27. 

"Worker  morale  is  high  on  the 
Island.  You  get  an  honest  day's  work. 
Manufacturers  there  know  they  get 
productivity— from  people  who  care. 
To  me,  that's  impressive. 

More  competitive  operations 

"For  most  manufacturers,  100%  tax 
exemption  for  10  to  30  years  was  the 
biggest  reason  to  go  to  Puerto  Rico. 

Once  they're  there,  the  profit 
and  productivity  make  the  facility 
more  competitive.  That  makes  the 
parent  company  more  competitive 
on  the  mainland— especially  now 
under  the  Tax  Reform  Act  of  1 976. 


"You  wrap  it  all  up  and  here's  how 
I  see  it  for  manufacturers  who  are 
thinking  about  expanding  into 
Puerto  Rico: 

"In  Puerto  Rico,  you've  got  polit- 
ical stability.  Your  plant  is  under  the 
American  flag— yet,  you  pay  no 
taxes.  You  don't  have  to  worry  about 
exchange  controls.  You  can  repatri- 
ate your  profits  anytime.  You  have  no 
restriction  on  shipping  between 
Puerto  Rico  and  the  mainland.  You 
don't  have  to  worry  about  confisca- 
tion. There  is  strong  fiscal  responsi- 
bility and  dedication  to  the  principle 
of  free  enterprise. 

"If  you're  looking  for  a  new  plant 
site  and  you  don't  look  into  Puerto 
Rico,  U.S.A.,  you're  not  doing  your 
homework.  )J 

For  immediate  information 

Call  our  industrial  representative 
nearest  you.  New  York:  (212)  245- 
1200;  Atlanta:  (404)  577-7345;  Bos- 
ton: (617)  262-1310;  Chicago:  (312) 
565-0910;  Los  Angeles:  (213)  553- 
6393;  Dallas:  (214)  387-0267. 

r —  1 

Send  for  free  booklets 

Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept.  FB-24, 1290  Ave.  of  the  Americas 
New  York,  NY  10019 

I'd  like  to  learn  more  about  the  benefits  to 
manufacturers  in  Puerto  Rico,  the  place 
Eliot  Janeway  calls  "an  industrial  show- 
case to  the  world." 

Please  send  my  free  "Manufacturers' 
Ready  Reference  File"  plus  "Fast  Facts 
About  Profits  &  Puerto  Rico. " 

The  products  I  might  want  to  make  in 
Puerto  Rico  are: 


Name_ 
Title_ 


Company. 

Address  

City  

State  


_Zip_ 


f1 1977  Commonwealth  of  Puerto  Rio . 


>u  re  m  good  company  in  Puerto  Rico,  U.S.A.  American  cyanamid  •  carborundum  co  •  del  monte  corp.  •  eli  lilly 

ON  CORP.  •  FORD  MOTOR  CO.  •  GENERAL  ELECTRIC  CO.  •  GENERAL  MILLS,  INC.  •  HANES  CORP.  •  JANTZEN,  INC.  •  KIMBERLY-CLARK  CORP  ■  LEVI 
AUSS  &  CO.  •  MOTOROLA,  INC.  •  NABISCO.  INC.  •  OWENS-ILLINOIS  •  RCA  CORP.  •  G.  D   SEARLE  &  CO.  •  TIME  INC   •  UNITED  STATES  STEEL  CORP 


Where  to  Find  the  Company 


1 

|  Industry 

Industry 

Company 

Profitability 

Growth 

Stock  Market 

Survey 
Page 

Company 

Profitability 

Growth 

Stock  Market 

Survey 
Page 

Missouri  Pacific 

14 

«• 

OKI 

88 

Ogden 

133 

156 

204 

99 

Mobil 

■   >  7 

137 

Ohio  Casualty 

191 

672 

395 

1  1  9 

ill. 

Mohasco 

ol  1 

71  0. 
/  10 

OOH 

79 

'  Ohio  Edison 

443 

750 

534 

126 

Monfort  of  Colorado 

00V 

89^ 

146 

Oklahoma  Gas  &  Elec 

373 

660 

658 

126 

Monsanto 

181 

108 

117 

55 

Oklahoma  Natural  Gas 

233 

465 

161 

126 

Moore  Corp 

1  AO 

04o 

^ao. 

143 

Olin  Corp 

849 

** 

** 

99 

Moore  McCormack  Res 

1 C 1 

** 

t 

1 

88 

uiinKrart 

143 

57 

*• 

09 
3£ 

j  r  Morgan  &  i»o 

O  CM 

9Q7 

1  on 

lOU 

112 

Outboard  Marine 

438 

525 

807 

104 

Morrison-Knudsen 

00  o 

O.Q 

11A 

014 

fiR 

Owens-Corning  Fbrgls 

445 

233 

292 

68 

m  u  n  o  n  -  n  o  rw  i  c  n 

776 

824 

721 

79 

Owens-Illinois 

586 

438 

320 

92 

Motorola 

1DO 

£•31 

7R1 

123 

Oxford  Industries 

150 

144 

591 

79 

Munford 

DUa 

J/O 

7fi? 

146 

Dohcl  Droiuinrt 

rdDSl  DicWing 

596 

664 

890 

7Q 

f*  f*  Murnhu 

7fl3 

04£ 

1  Afi 

PACCAR 

196 

285 

256 

60 

Mtirnhu  nil 

murpny  uii 

C-'Jl 

O  / 

9Afl 

117 

LO  1 

Pac  Gamble  Robinson 

332 

232 

636 

146 

rid  ui  5co 

311 

690 

570 

79 

Pacific  Gas  &  Elec 

653 

706 

647 

126 

Nalco  Chemical 

■57 

?34 

358 

55 

Pacific  Lighting 

768 

751 

633 

126 

Nash  Finch 

77^ 

llrt 

95 

146 

raciiic  rwr «  li 

477 

590 

456 

1  oc 
lib 

Nichna 
noon uo 

493 

684 

872 

143 

Pan  Am  World  Airways 

943 

891 

902 

88 

Nation;?!  Airlinps 

598 

524 

855 

88 

Panhandle  Eastern 

174 

460 

222 

126 

National  Can 

568 

648 

550 

92 

Parker-Hannifin 

231 

543 

328 

163 

Natl  Detroit  Corp 

560 

571 

319 

112 

Ralph  M  Parsons 

55 

115 

260 

68 

National  Distillers 

512 

241 

179 

7Q  OQ 
/  3,  33 

Pay'n  Save 

109 

118 

189 

1  Ad 

14b 

National  Fuel  Gas 

658 

479 

375 

126 

Peabody  Intl 

493 

81 

674 

163 

National  Gypsum 

758 

565 

473 

68 

Peavey 

262 

14 

120 

146 

National  Industries 

623 

5 

529 

99 

Penn-Dixie  Inds 

904 

859 

778 

68 

National  Kinney 

941 

891 

949 

99 

J  C  Penney 

392 

559 

616 

146 

Natl  Semiconductor 

11 

1 

4 

1  90 

Pa  Power  &  Light 

562 

688 

501 

1  oc 

1ZO 

National  Svc  Inds 

248 

622 

804 

99 

Pennwalt 

638 

553 

332 

55 

Natl  Starch  &  Chem 

180 

264 

218 

55 

Pennzoil 

*• 

54 

*» 

137 

National  Steel 

754 

616 

424 

154 

Peoples  Drug  Stores 

885 

** 

730 

146 

National  Tea 

947 

891 

917 

146 

Peoples  Gas 

323 

523 

252 

126 

Nationwide  Corp 

789 

334 

430 

1  1  o 

HZ 

PepsiCo 

159 

378 

304 

7Q 

Natomas 

285 

16 

537 

137 

Perini 

685 

185 

68 

NCNB 

486 

741 

840 

112 

Perkin-Elmer 

461 

354 

632 

123 

NCR 

840 

620 

298 

143 

Pet 

766 

725 

750 

79 

New  England  Electric 

630 

658 

450 

126 

Petrie  Stores 

17 

68 

239 

146 

weir  cngianu  u  at  l 

621 

705 

581 

1  9C 
1ZO 

Petrolane 

79 

240 

507 

107 

lot 

N  Y  State  Elec  &  Gas 

623 

724 

482 

126 

Pfizer 

197 

428 

713 

79 

New  York  Times 

505 

749 

589 

104 

Phelps  Dodge 

687 

761 

401 

154 

Newmont  Mining 

386 

674 

451 

154 

Phila  Electric 

716 

791 

670 

126 

Niagara  Frontier  Svc 

31 

tut 

146 

Philadelphia  Natl 

502 

688 

684 

112 

Niagara  Mohawk  Power 

668 

719 

511 

126 

Philip  Morris 

88 

182 

109 

79 

446 

690 

404 

1  oc 
1ZD 

Philips  Industries 

891 

885 

104 

N  L  Industries 

586 

666 

227 

99 

Phillips  Petroleum 

356 

201 

73 

137 

NLT 

646 

362 

215 

112 

Phillin^-Van  Hpii^pn 

818 

852 

79 

Norfolk  &  Western  Ry 

765 

396 

275 

88 

Pickwick  Intl 

1 17 

t\oo 

146 

Norris  Industries 

C  C  VI 

304 

9/17 
•34/ 

68 

Pillsbury 

416 

433 

134 

79 

North  Amer  Philips 

558 

379 

331 

123 

Pioneer 

27 

110 

21 

126 

Nnrf hpact  PAtrnloiim 

11  Ul  lliCdoL  iCLIUICUIII 

26 

90 

449 

lOV 

Pitney- Bowes 

780 

820 

758 

143 

Northeast  Utilities 

591 

701 

621 

126 

Pittston 

3 

40 

105 

137 

No  Indiana  Pub  Svc 

401 

702 

641 

126 

Pl773  Hilt 

r  \Lt.a  ol ui 

%7 

Oc. 

£■  3 

42 

104 

Northern  Natural  Gas 

204 

228 

93 

126 

Pnpiimn  Corn 
r  iicuiiiu  vui  yt 

R19 

Ol  3 

91 

146 

No  States  Power 

4O0 

Ran 

IRA 

126 

Polaroid 

779 

817 

842 

79,  1C 

Northrop 

567 

560 

16 

133 

H  K  Porter 

809 

34 

70 

163 

Northwpst  Airlinpc 

785 

803 

615 

QO 
OO 

Potlatch 

325 

64 

22 

AO 

9Z 

Northwest  Bancorp 

383 

472 

243 

112 

Potomac  Elec  Power 

701 

/  \JO 

vox 

468 

126 

Northwest  Energy 

** 

197 

•* 

126 

PPG  Industries 

490 

191 

283 

68,  9S 

Northwest  Industries 

15 

50 

205 

99 

Prnrfpr  &  fiamhlp 

133 

Ann 

?7Q 

79 

Northwestern  Steel 

Oil  c 

/45 

485 

389 

154 

Provident  Life  &  Acc 

238 

215 

377 

112 

Norton 

734 

399 

309 

163 

Public  Service  Colo 

619 

710 

588 

126 

Norton  Simon 

354 

393 

624 

79 

Public  Service  Ind 

333 

591 

333 

126 

Nortrust  Corp 

512 

506 

390 

112 

Pub  Svc  Elec  &  Gas 

704 

808 

544 

126 

NVF 

58 

22 

3 

154 

Pueblo  International 

925 

891 

940 

146 

Occidental  Petroleum 

270 

538 

112 

137 

Pullman 

484 

223 

171 

163 

5  Year  Return  on  Equity        GROWTH    5  Year  Compounded  Annual  Earnings  Per  Share  Growth.       STOCK  MARKET:  5-Year  Price  Change        "  Not  ra 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$200,000,000 

Union  Carbide  Corporation 

7V2%  Debentures  Due  2006 


Interest  payable  June  15  and  December  15 


Price  99.40%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  stich  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

THE  FIRST  BOSTON  CORPORA TION  GOLDMAN,  SACHS  &  CO. 

KUHN,  LOEB  &  CO.     MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH     SA LOMON  BROTHERS 

Incorporated 

BACHE  HALSEY  STUART  INC.     BL  YTH  EASTMAN  DILLON  &  CO.     DILLON,  READ  &  CO.  INC. 

Incorporated 

DREXEL  BURN  HAM  &  CO.  HORN  BLOWER  &  WEEKS-HEMPHILL,  NO  YES 

Incorporated  Incorporated 

E.F.HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

incorporated 

LEHMAN  BROTHERS  LOEB,  RHOADES  &  CO.  PAINE,  WEBBER,  JACKSON  &  CURTIS 

A      Incorporated  Incorporated 

REYNOLDS  SECURITIES  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WARBURG  PARI B AS  BECKER  INC.  WERTHEIM  &  CO.,  INC. 

WHITE,  WELD  &  CO.  DEA  N  WITTER  &  CO. 

Incorporated  Incorporated 

December  10, 1976. 


Where  to  una  tne  L-ompany 

Rank 

Industry 

Industry 

uoinpany 

rrotitaoiiity 

Growth 

Ctnrh  Murkflt 
jiuch  naiHBi 

Survey 
Page 

Company 

Profitability 

Growth    Stock  Market 

Survey 

Purex 

349 

561 

394 

79 

Scrivner 

189 

176 

396 

146 

Purolator 

151 

700 

lie 

bU 

QoahnsrH  AllioH  Millinn 

ocduodru  Hiiico  iviiiifng 

731 

398 

518 

14b 

Anakor  Oatc 

410 

485 

650 

79 

Seaboard  Coast  Line 

794 

175 

801 

88 

finaltor  ^tatp  Oil 

114 

265 

789 

137 

Seafirst 

349 

469 

297 

112 

871 

848 

873 

60 

Seagram 

749 

581 

737 

79 

Ralston  Purina 

244 

307 

176 

•79 

G  D  Searle 

38 

Ol  1 

311 

Oil 

822 

79 

Rapid -American 

OOO 
»00 

7Q    1  AC 

Qparc  ftnphnrk 
jcai j,  nucuutn 

548 

650 

685 

119    1  AC 
ll£,  140 

Rath  Parkinp 

948 

891 

920 

146 

Seatrain  Lines 

945 

891 

664 

88 

Raymond  Intl 

502 

128 

64 

68 

Security  Pacific 

653 

685 

494 

112 

Raytheon 

291 

370 

138 

99,  123,  133 

Sedco 

170 

127 

741 

68 

RCA 

365 

493 

683 

79,  104,  123 

Servomation 

553 

665 

Ol  o 

813 

146 

Reeves  Brothers 

C71 
0/1 

jDd 

Aon 

7Q 

OIICII  \t\\ 

336 

384 

1  oo 

123 

1  07 
10/ 

Reichhold  Chemicals 

316 

109 

88 

55 

Sheller-Globe 

293 

5/6 

496 

60 

Reliance  Electric 

82 

327 

223 

123 

Sherwin-Williams 

741 

569 

541 

68 

Reliance  Group 

959 

891 

478 

112 

Shop  Rite  Foods 

884 

866 

908 

146 

Republic  Natl  Life 

639 

** 

897 

112 

Shopwell 

916 

890 

928 

146 

Republic  of  Texas 

zoo 

LLi 

Qitrmnr 
OlglllUf 

2 

24 

408 

1  07 
10/ 

Republic  Steel 

804 

446 

152 

154 

Signal  Companies 

662 

1  0 1 

1  oo 

183 

60,  99 

Reserve  Oil  &  Gas 

385 

17 

46 

137 

Signode 

337 

462 

345 

163 

Revco  0  S 

176 

252 

306 

146 

Simmons 

762 

667 

771 

79 

Revere  Copper 

938 

891 

637 

154 

Singer 

952 

891 

929 

79,  99 

Duntnn 

Kcvion 

110 

CO -J 

7Q 

ondggo  wumpdnico 

310 

351 

169 

1  AC 
140 

Rexnord 

340 

317 

244 

163 

Skyline 

105 

545 

881 

104 

R  J  Reynolds  Inds 

90 

468 

315 

79 

A  0  Smith 

896 

870 

760 

60 

Reynolds  Metals 

788 

404 

66 

154 

Smith  International 

95 

53 

24 

163 

Richardson-Merrell 

367 

479 

681 

79 

SmithKline  Corp 

67 

603 

199 

79 

nlcnrnvnQ  worp 

71 1 
III 

/uu 

C79 
O/c 

1 1  9 

1 1  L 

oo  t/3roiina  tab 

602 

760 

606 

1  9C 
l£0 

Riegel  Textile 

515 

150 

104 

79 

Southdown 

«* 

704 

99 

Rite  Aid 

237 

126 

754 

146 

Southeast  Banking 

581 

792 

877 

112 

Roadway  Express 

24 

84 

58 

88 

So  Calif  Edison 

668 

621 

620 

126 

H  H  Robertson 

505 

448 

418 

68 

Southern  Company 

645 

741 

649 

126 

Rnchoctar  Cae  SL  Plat* 

Ran 

Oov 

70.0 

/OO 

SIC 

310 

oo  natural  Resources 

143 

294 

380 

1  9C 
ICO 

Rockwell  Intl 

477  ' 

557 

446 

99,  133 

So  New  England  Tel 

714 

669 

423 

126 

Rohm  &  Haas 

611 

417 

505 

55 

Southern  Pacific 

850 

677 

609 

88 

Rohr  Industries 

942 

891 

910 

133 

Southern  Railway 

688 

275 

203 

88 

Roper  Corp 

836 

826 

738 

79 

Southern  Union 

277 

331 

1  CA 

150 

126 

nose  s  Mures 

Otic. 

8A0 
540 

004 

IJJ£ 

140 

Southland  Corp 

424 

326 

409 

1  AC 
140 

Royal  Crown  Cola 

126 

339 

826 

79 

Southwest  Forest  Inds 

832 

762 

767 

68,  92 

Ruddick 

880 

849 

691 

146 

Southwestern  Life 

447 

294 

roc 

525 

112 

Ryder  System 

778 

797 

871 

88 

Spencer  Foods 

157 

166 

761 

146 

Safeco 

580 

777 

301 

112 

Sperry  &  Hutchinson 

672 

830 

887 

99 

Safeway  Stores 

272 

386 

248 

146 

Speny  Rand 

482 

365 

168 

99,  143 

Caojk  tfVirn 
vflga  vvi  y 

1R9 
Lot. 

oOJ 

1  Afi 

Springs  Mills 

862 

212 

592 

7Q 

/5> 

St  Joe  Minerals 

63 

258 

10 

137,  154 

Square  D 

103 

611 

539 

123 

St  Louis-San  Fran  Ry 

872 

795 

601 

88 

Squibb 

219 

417 

716 

St  Paul  Companies 

390 

697 

325 

112 

A  E  Staley  Mfg 

165 

75 

37 

146 

St  Regis  Paper 

519 

172 

154 

92 

Standard  Brands 

245 

470 

262 

79 

San  Diego  Gas  &  Elec 

676 

752 

693 

126 

Standard  Oil  Calif 

398 

374 

257 

137 

Santa  Fe  Industrie* 

81? 

Ol/. 

17T 

I/O 

OU/ 

60 

Manaara  un  ina 

281 

196 

146 

1  07 
10/ 

Santa  Fe  Intl 

274 

137 

90 

68 

Standard  Oil  Ohio 

775 

676 

83 

137 

Sav-A-Stop 

900 

879 

924 

146 

Stanley  Works 

518 

355 

420 

79 

Sav-On-Drugs 

573 

646 

835 

146 

Stauffer  Chemical 

134 

146 

49 

55 

Savannah  Foods 

279 

757 

608 

146 

Sterling  Drug 

141 

537 

806 

79 

Saxon  Industries 

839 

826 

939 

92 

J  P  Stevens 

817 

430 

153 

79 

F  &  M  Schaefer 

Oil  A 

ODD 

70 

Stewart-Warner 

442 

598 

455 

1  CO 
100 

Schering-Plough 

19 

121 

387 

79 

Stokely-Van  Camp 

795 

607 

340 

79 

Jos  Schlifa  Brewing 

249 

373 

832 

79 

Stop  &  Shop 

396 

367 

598 

146 

Schlumberger 

54 

70 

20 

123 

Studebaker-Worthington 

469 

554 

157 

99 

SCM 

784 

355 

276 

99 

Suburban  Propane  Gas 

318 

0.1A 
Oi4 

JM 
400 

137 

SCOA  Industries 

803 

836 

447 

79 

SuCrest 

899 

891 

365 

146 

Scot  Lad  Foods 

426 

firm 

RR3 
ooo 

1  AC 

140 

Sun  Chemical 

814 

823 

568 

DO 

Scott  &  Fetzer 

100 

485 

512 

99 

Sun  Company 

288 

301 

341 

137 

Scott  Paper 

678 

640 

343 

79,  92 

Sunbeam 

582 

422 

553 

79 

Scovill  Mfg 

927 

891 

563 

79 

Sundstrand 

564 

490 

263 

163 

PROFITABILITY:  5-Year  Return 

on  Equity 

GROWTH:  5  Year  Compounded  Annual  Earnings  Per  Share  Growth.  STOCK 

MARKET: 

5-Year  Price 

Change 
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THE  LEAST 
OF  THE  LEASE 


The  truck.  The  least  important  part 
of  the  truck  lease.  The  most  important 
thing  to  you?  A  system.  A  complete  sys- 
tem to  keep  your  products  moving  on 
schedule.  And  that's  exactly  what  we 
lease-The  System.  The  Saunders  System. 
The  system  that  doesn't  stop  when  the 
lease  is  signed.  A  system  of  truck  main- 
tenance, fuel  stops  and  service  across  the 
U.S.  and  in  Canada.  A  system  of  lower 
fuel  prices  and  a  pinch-Hit  tractor  pool.  A 
system  deskned  to  take  the  grief  out  of 
fuel  and  mileage  taxes,  permits  and  insur- 
ance. A  Sy  stem  of  matching  trucks  to 
your  specific  needs  then  painting  them 
your  colors  not  ours.  So,  if  you're  inter- 
ested in  The  System -The  Saunders 
System-give  us  a  call,  toll  free,  at  800- 
633-6^66,  and  we'll  show  you  now 
it  works. 

The  most  is  yet  to  come. 


Ye  stick  around  after  the  lease  is  signed, 

60  years  strong.  1916-1976.  Saunders  Leasing  System,  Inc.,  Birmingham,  Alabama  35223,  (205)  879-2131 


Where  to  Find  the  Company 


Rank 

Industry 

Rank 

Industry 

 • 

Company 

rrofltaoiiiiy 

Growth    Stock  Market 

Survey 
Page 

Company 

>rofitability 

Growth 

Stock  Market 

Survey 
Page 

Super  Food  Services 

418 

SZ4 

1UU 

146 

United  Telecom 

297 

605 

435 

126 

Super  Valu  Stores 

117 

286 

151 

146 

Univar 

89 

42 

53 

146 

Superior  Oil 

716 

60 

296 

137 

Universal  Leaf 

403 

397 

103 

146 

Supermarkets  General 

761 

829 

896 

146 

UOP 

one 

BBC 
080 

COO 

99 

Sybron 

531 

578 

788 

'99 

Upjohn 

178 

329 

386 

79 

Sysco 

218 

iyo 

146 

USLIFE 

227 

242 

696 

112 

Talley  Industries 

593 

593 

584 

79 

Utah  International 

48 

79 

72 

137,  154 

Tampa  Electric 

381 

562 

613 

126 

UV  Industries 

138 

113 

51 

123 

Tandy 

CO 

53 

7 

104,  146 

Varian  Associates 

ODD 

1  71 
1/1 

A  1  c 
41D 

123 

Tappan 

901 

878 

900 

79 

VF  Corp 

185 

247 

639 

79 

Tecumseh  Products 

264 

sin 

Dlu 

163 

Victor  Comptometer 

910 

887 

844 

143 

Tektronix 

474 

474 

81 

123 

Va  Electric  &  Power 

658 

732 

663 

126 

Teledyne 

172 

76 

14 

99,  123 

Vornado 

875 

847 

937 

146 

Tenneco 

<£Uo 

419 

206 

99,  126 

Vulcan  Materials 

1  Al 

14/ 

145 

68 

Tesoro  Petroleum 

43 

31 

583 

137 

Wachovia  Corp 

406 

497 

*  * 

112 

Texaco 

366 

DU*f 

Rin 

D1U 

137 

Wal-Mart  Stores 

18 

23 

139 

146 

Texas  Commerce  Bshs 

281 

244 

111 

112 

Waldbaum 

466 

411 

623 

146 

Texas  Eastern 

287 

462 

535 

126 

Walgreen 

691 

772 

743 

146 

Texas  Gas  Transmn 

JUO 

428 

245 

126 

Hiram  Walker 

K.A  A 

540 

obi 

Hi 

79 

Texas  Instruments 

234 

157 

128 

123 

Wallace-Murray 

436 

794 

487 

163 

Texas  Oil  &  Gas 

60 

to 

?71 

CI  l 

137 

Ward  Foods 

944 

891 

819 

79 

Texas  Utilities 

394 

592 

688 

126 

Warnaco 

881 

869 

889 

79 

Texasgulf 

170 

424 

77 

154 

Warner  &  Swasey 

832 

818 

604 

163 

Textron 

619 

509 

99 

Warner  Communications 

514 

865 

603 

104 

Thiokol 

274 

119 

346 

55 

Warner-Lambert 

235 

416 

648 

79 

Thriftimart 

934 

71S 

146 

Washington  Natl  Corp 

732 

642 

747 

112 

Thrifty  Drug  Stores 

706 

779 

697 

146 

Washington  Post 

291 

363 

110 

104 

Tiger  International 

370 

162 

803 

88 

Wean  United 

902 

405 

574 

163 

Time  Inc 

588 

281 

104 

Del  E  Webb 

708 

344 

548 

68,  104 

Times  Mirror 

303 

433 

590 

104 

J  Weingarten 

751 

770 

444 

146 

Tim  ken 

456 

47fi 

316 

163 

Weis  Markets 

129 

385 

402 

146 

Tosco 

895 

884 

362 

137 

Wells  Fargo 

534 

437 

313 

112 

Trane 

732 

740 

810 

68 

West  Point-Pepperell 

737 

441 

115 

79 

Trans  Union 

406 

584 

545 

163 

Western  Air  Lines 

412 

28 

5/3 

88 

Trans  World  Airlines 

921 

891 

912 

88 

Western  Bancorp 

606 

716 

576 

112 

Transamerica 

712 

573 

586 

99,  112 

Western  Union 

876 

799 

846 

126 

Transco  Companies 

323 

763 

448 

126 

Westinghouse  Elec 

791 

779 

878 

79,  99,  l: 

Transway  Intl 

211 

545 

698 

88 

Westmoreland  Coal 

6 

10 

5 

137 

Travelers 

714 

452 

403 

112 

Westvaco 

398 

159 

65 

92 

i  Mangle  inausiiies 

851 

806 

815 

134 

Wetterau 

164 

308 

605 

146 

TRW 

269 

OOD 

99 

Weyerhaeuser 

163 

183 

67 

68,  92 

Turner  Construction 

124 

306 

351 

68 

Wheelabrator-Frye 

544 

es 

310 

163 

Twentieth  Century-Fox 

615 

472 

104 

Wheeling-Pitts  Steel 

823 

73 

374 

154 

Tyler 

50 

80 

136 

163 

Whirlpool 

203 

503 

546 

79 

UAL 

87? 

0/  J 

745 

740 

88 

White  Consolidated 

107 

106 

220 

99 

Union  Bancorp 

801 

112 

White  Motor 

922 

891 

936 

60 

Union  Camp 

97 

1(17 

Oft? 

92 

Whittaker 

893 

874 

766 

99 

Union  Carbide 

247 

204 

210 

55,  99 

Wickes 

859 

845 

915 

146 

Union  Electric 

663 

785 

552 

126 

Willamette  Inds 

102 

160 

149 

68,  92 

Union  Oil  California 

335 

413 

141 

137 

Williams  Companies 

226 

194 

337 

55 

Union  Pacific 

791 

269 

133 

88 

Winn-Dixie  Stores 

73 

360 

237 

146 

Uniroyal 

854 

828 

OftJJ 

60 

Winnebago  Industries 

173 

152 

922 

104 

United  Brands 

915 

OOJ 

79 

Wisconsin  Elec  Power 

616 

574 

273 

126 

United  Energy  Resources 

23 

12 

126 

Witco  Chemical 

289 

353 

460 

55 

united  Mercn  &  Mfrs 

909 

882 

861 

79 

FWWoolworth 

697 

638 

794 

146 

United  Refining 

422 

447 

802 

137 

Wm  WrigleyJr 

232 

527 

352 

79 

U  S  Fidelity  &  Gty 

531 

285 

112 

Xerox 

101 

333 

816 

143 

United  States  Gypsum 

756 

631 

587 

68 

Yellow  Freight  System 

7 

100 

61 

88 

U  S  Home 

770 

816 

901 

68 

Zale 

604 

575 

886 

146 

U  S  Industries 

813 

852 

904 

99 

Zapata 

340 

102 

652 

99 

United  States  Shoe 

404 

584 

277 

79 

Zayre 

842 

839 

938 

146 

United  States  Steel 

679 

190 

48 

154 

Zenith  Radio 

361 

778 

732 

79 

United  Technologies 

353 

174 

41 

99,  133 

PROFITABILITY:  5  Year  Return 

on  Equity. 

GROWTH: 

5  Year  Compounded  Annual  Earnings  Per  Share  Growth.  STOCK 

MARKET:  5-Year  Price  Change. 
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TRW  makes  and  sells  more  than 
127,000  parts  for  cars,  trucks 
and  off-highway  vehicles  all  over 
the  world. 

Our  plants  are  in  14  countries, 
and  our  customers  are  just  about 
everywhere.  Like  Spain,  where 
Antonio's  delivery  truck,  equipped 
with  a  TRW  steering  system, 
is  about  to  get  a  real  workout- 
twisting  and  turning  through 
Pamplona's  narrow  streets. 

Since  1971,TRW's  worldwide 
sales  to  the  vehicle  original 
equipment  and  aftermarket  have 
grown  from  $583  million  to  over 
$1  billion  annually. 

You  might  even  say  we're 
bullish  on  this  business. 


A  COMPANY  CALLED 


TRW 


"Southern  Railway  can  tell 
you  where  your  shipment  is 
in  ten  seconds!' 


David  Ray  Poston,  Conductor,  Southern  Railway 

I'm  proud  to  be  part  of  the 
Southern.  For  instance,  we  were  the 
first  railroad  to  install  a  computer 
system  for  informing  our  customers  of 
the  exact  location  of  their  shipments. 

When  our  system  was  set  up,  we 
wanted  to  give  our  customers  the  best 
data  we  could.  So,  unlike  many  other 
railroads  we  went  to  a  real-time  system. 
With  it,  we  have  a  constant  update. 
Every  movement  of  a  car  is  recorded. 

And,  when  a  customer  calls  us 
about  the  location  of  his  freight  car,  we 
can  tell  him  in  ten  seconds. 

I  think  this  computer  setup 
makes  the  Southern  one  of  the  best 
railroads  in  the  country.  But  we're 
good  for  a  lot  of  other  reasons. 
We  have  one  of  the  best  on-time  rec- 
ords in  the  industry,  for  one  thing. 
Which  may  explain  why  we're  one  of 
the  most  profitable  transportation 
companies  in  America. 

Of  course,  we  do  have  our  prob- 
lems. We're  not  perfect.  But  the  chair- 
man of  the  Southern  Railway  is  a  lot 
more  qualified  to  talk  about  them 
than  I  am. 


Photographed  on  Souther r.  R 
Southern  Railway  Systerrv  Wa 


'And  I'm  not 
satisfied!9 

W.  Graham  Claytor,  Jr.,  Chairman,  Southern  Railway 

For  just  about  any  product,  going  to 
just  about  any  part  of  the  country,  the  rail- 
road is  still  the  best  transportation  system 
anyone  has  ever  come  up  with.  And  our 
computer  system  for  tracing  freight  cars 
solves  one  of  the  major  problems  of  the 
railroad  business:  knowing  where  every  car 
is  at  every  moment. 

I'm  not  satisfied,  however.  A  study 
conducted  by  Massachusetts  Institute  of 
Technology  on  our  railroad  convinced  me 
that  we  can  have  something  we  railroads 
need:  greater  reliability.  And  we're  out 
to  get  it. 

Now,  reliability  is  a  very  complex 
subject.  But,  to  boil  it  all  down,  reliability  is 
really  a  question  of  turning  away  from  the 
old  railroader's  goal  of  getting  the  entire 
train  to  the  switching  yard  on  time,  and 
turning  toward  the  new  railroader's  goal: 
to  get  the  one  car  with  the  customer's  ship- 
ment to  his  loading  dock  within  a  consistently 
predictable  time-span  every  time. 

It's  possible  to  do,  and  we're  going  to 
do  it.  Because  we  want  you  to  be  able  to  set 

y"hbyu,^^^h^ 
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THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


how  coastal  America  gets  some 
of  its  raw  energy  with  help  from  an 
industrial  products  company 
like  Colt  Industries. 


Chemicals 


Chemical  companies  scored  huge  profit  gains 
during  the  recession.  Hanging  on  to  them  during 
a  merely  modest  recovery  is  proving  difficult. 


How  do  you  figure  the  chemical  in- 
dustry? During  the  1974-75  reces- 
sion companies  doubled  prices  and 
scored  a  quantum  jump  in  profitabil- 
ity. That  15.1%  median  five-year  re- 
turn on  equity  in  the  Forbes  Yard- 
sticks table  (below)  was  just  10.5% 
three  years  earlier. 

Yet  in  1976,  a  year  of  economic 
recovery,  the  industry  operated  at  on- 
ly 77%  of  capacity  and  profit  returns 
leveled  off.  Earnings  fell  at  Dow,  In- 
ternational Minerals  &  Chemical, 
Williams  Cos.  and  Chemetron.  They 
are  trending  down  at  du  Pont,  Celan- 
ese,  American  Cyanamid  and  Allied. 

And  this  year?  Wall  Street  analysts 
forecast  a  healthy  economy  but  an  in- 
creasing squeeze  on  chemical  compa- 
ny profit  returns.  "A  year  ago  I'd  have 
pounded  on  my  desk  and  told  a  port- 
folio manager  with  5%  invested  in 
chemicals  that  he  ought  to  have  10%," 
says  John  Henry  of  F.  Eberstadt  & 
Co.  "Today  I  wouldn't  do  that." 

Why  did  chemical  industry  profits 
run  counter  to  the  business  cycle? 
And  why  are  they  likely  to  continue 
to  do  so  this  year?  It  all  goes  back  to 
late  1973,  the  Arab  oil  embargo  and 
the  trebling  of  petroleum  prices.  Lis- 
ten to  Paul  F.  Oreffice,  president  of 


Dow  Chemical's  U.S.  operations:  "If 
we  hadn't  reacted  quickly  [to  the  oil 
crisis]  by  raising  our  prices,  it  would 
have  been  a  disaster."  Previous  at- 
tempts to  get  chemical  prices  up  had 
foundered  on  insufficient  demand,  but 
this  one  stuck— because  it  had  to  stick. 
There  was  no  other  way.  Dow  is  one 
of  the  most  profitable  of  chemical 
companies.  Yet  its  pretax  profit  then 
was  only  about  $500  million,  and 
Dow  figured  that  the  total  cost  of  the 
petroleum  price  boost  would  be  a  cool 
$1  billion. 

Up,  Up,  Up 

Seeing  the  same  logic,  the  rest  of 
the  industry  followed  suit.  Chemical 
prices  rose  63%  in  1974  and  another 
22%  in  1975— both  recession  years! 
Thus  did  the  extortionate  demands  of 
the  Organization  of  Petroleum  Ex- 
porting Countries  wash  through  the 
entire  industrial  price  structure,  con- 
tributing to  price  inflation,  but  hsm 
fiting,  for  a  while  at  least,  strong  in- 
dustries like  chemicals. 

But  then  the  chemical  companies, 
perhaps  mistaking  OPEC-fueled  infla- 
tion for  permanent  prosperity— opened 
wide  the  capital-spending  spigots. 
The  six  largest  companies— du  Pont, 
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PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Company 

5- Year 
Average 

5-Year 
Rank 

Latest 
12  Months 

Debt/ 
Equity 
Ratio 

Latest 
12  Months 

5-Year 
Rank 

5-Year 
Average 

Net 
Profit 
Margin 

5-Year 
Average 

5-Year 
Rank 

5-Year 
Average 

5-Year 
Rank 

Dow  Chemical 

26.3% 

1 

25.7% 

0.6 

15.8% 

1 

16.0% 

11.5% 

18.8% 

1 

27.2% 

2 

Diamond  Shamrock 

21.0 

2 

27.5 

0.6 

14.4 

4 

12.5 

10.1 

12.4 

4 

24.3 

3 

Stauffer  Chemical 

19.2 

3 

21.8 

0.5 

14.7 

2 

13.6 

10.3 

11.3 

9 

20.0 

6 

Monsanto 

18.0 

4 

20.4 

0.4 

14.4 

3 

13.2 

9.5 

11.4 

7 

23.2 

4 

Union  Carbide 

16.3 

5 

15.1 

0.4 

10.7 

5 

11.8 

6.8 

11.3 

8 

17.0 

8 

Reichhold  Chemicals 

14.9 

6 

13.0 

0.3 

99 

9 

10.5 

3.1 

18.0 

2 

22.8 

5 

American  Cyanamid 

14.3 

7 

13.6 

0.3 

11.0 

6 

11.6 

6.9 

9.4 

12 

8.1 

12 

Hercules 

13.4 

8 

14.9 

0.5 

10.9 

8 

11.2 

6.4 

12.3 

5 

8.2 

11 

E  1  du  Pont 

13.2 

9 

13.9 

0.2 

10.7 

7 

11.3 

6.1 

10.6 

10 

4.4 

13 

W  R  Grace 

12.5 

10 

9.0 

0.6 

7.4 

11 

9.0 

3.2 

11.5 

6 

15.7 

9 

Allied  Chemical 

12.1 

11 

11.8 

0.5 

7.7 

12 

8.4 

4.7 

9.9 

11 

17.1 

7 

Rohm  &  Haas 

11.2 

12 

7.2 

0.6 

5.8 

10 

9.4 

3.3 

16.0 

3 

10.5 

10 

Celanese 

11.0 

13 

11.9 

0.5 

6.9 

13 

6.8 

4.0 

8.8 

13 

36.8 

1 

Medians 

13.9 

0.5 

10.7 

11.3 

6.4 

11.4 

17.1 
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Dow,  Union  Carbide,  Monsanto,  Ce- 
lanesc  and  Allied— had  spent  $1.9  bil- 
lion in  1973;  by  1976  they  were  lay- 
ing out  $4.4  billion.  Between  the  re- 
cession and  the  added  plant,  the  in- 
dustry went  into  1976  operating  at 
only  71%  of  capacity.  When  the  eco- 
nomic recovery  turned  out  to  be  a 
very  modest  one,  boosting  the  operat- 
ing rate  no  higher  than  77%  and  al- 
lowing only  a  5%  price  hike,  the  com- 
bination of  higher  startup,  deprecia- 
tion, interest  and  raw  materials  costs 
took  the  pep  out  of  profits. 

The  fertilizer  companies  were  hit 
first  and  hardest.  They  had  increased 
prices  more  than  anyone,  by  118%  in 
1974  and  another  41%  in  1975.  To- 
ward the  end  of  1975  farmers  rebelled 
by  cutting  their  fertilizer  usage. 
Prices  tumbled  by  about  20%  during 
1976,  and  earnings  declined  for  both 
Williams  and  International  Minerals. 
Both  companies  still  rank  high  in 
profitability,  however. 

It  was  a  different  story  in  synthetic 
fibers,  where  du  Pont  leads  with  a 
35%  market  share.  Du  Pont  declined 
to  join  in  the  price  increases  in  1974. 
Fibers  prices  went  up  only  13%  while 
chemical  prices  overall  were  rising 
63%.  In  1975  fiber  prices  actually  fell 
2%.  Anantha  Raman,  First  Boston 
Corp.'s  chemical  analyst,  calls  it  "du 
Pont's  billion-dollar  mistake"— allud- 
ing to  the  profits  he  figures  the  com- 
pany sacrificed  by  holding  back  on 
prices  in  a  time  of  heavy  inflation. 


Out  Of  Sight:  Even  skirts  like  this 
are  not  so  skimpy  as  profits  from  the 
synthetic  fibers  they  are  made  of. 


But  it  is  hard  to  fault  du  Pont.  Lesser  I 
producers  were  adding  fibers  capac- 
ity, and  du  Pont  itself,  determined 
to  keep  its  market  lead,  was  also 
expanding. 

Accordingly,  du  Pont  and  other 
major  fibers  products  like  Celanese 
and  Monsanto  suffered  sharp  earnings 
declines  in  1975— though  Monsanto's 
was  somewhat  offset  by  strong  profits 
from  herbicides.  When  fibers  prices 
improved  briefly  in  early  1976,  all 
three  posted  hefty  quarter-to-quarter 
profit  gains.  But  then,  with  retail  ap- 
parel sales  lagging,  marginal  pro- 
ducers—Rohm  &  Haas,  for  one— trig- 
gered price  cuts  during  the  summer 
in  nylon  and  especially  polyester  fila- 
ment; in  the  latter  product  the  cur- 
rent price  is  only  about  half  what  it 
was  in  1974.  By  the  third  quarter,  du 
Pont,  Monsanto  and  Celanese  were  in 
the  red  on  fibers. 

"For  fibers  to  be  a  healthy  market 
again,  there  is  going  to  have  to  be  a 
shakeout  among  the  smaller  compa- 
nies," says  Edward  R.  Kane,  du  Pont's 
president.  Within  weeks  of  his  pre- 
diction, Rohm  &  Haas  in  fact  pulled 
up  stakes  in  fibers. 

Elsewhere  some  individual  product 
lines  were  strong,  others  weak.  Plas- 
tics prices,  for  example,  went  up  more 
than  10%  last  year  with  polyethylene, 
often  a  pricing  heartbreaker  in  the 
past,  leading  the  way.  But  there  was 
serious  overcapacity  and  price-cutting 
in  polystyrene,  where  Dow  and  Mon- 
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GROWTH 
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Earnings/Shan 
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5- Year 
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5- Year 
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latest 
12  Months 

5- Year 
Rank 

5-Year 
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5-Year 
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5  Year 
Rank 

5-Year 
Average 

5- Yea 
Rank 

Intl  Minerals  &  Chem 

25.7% 

1 

25.0% 

0.6 

15.8% 

3 

14.8% 

10.3% 

13.6% 

9 

102.6% 

1 

Lubrizol 

24.1 

2 

20.8 

0.0 

20.1 

1 

23.4 

10.7 

16.4 

5 

17.3 

6 

Nalco  Chemical 

23.4 

3 

26.0 

0.0 

24.8 

2 

22.5 

11.3 

12.6 

11 

15.8 

9 

Ethyl 

19.5 

4 

18.1 

0.6 

10.0 

8 

10.8 

6.0 

114 

12 

16.7 

8 

Natl  Starch  &  Chem 

18.0 

5 

19.0 

0.3 

14.2 

4 

14.7 

7.4 

14.6 

8 

14.6 

11 

Air  Prods  &  Chems 

17.0 

6 

21.0 

0.6 

12.4 

10 

9.8 

7.8 

19.2 

2 

22.6 

3 

Williams  Companies 

16.8 

7 

10.1 

0.9 

5.9 

11 

9.6 

6.7 

23.9 

1 

17.2 

7 

Kewanee  Industries 

16.0 

8 

20.4 

0.5 

13.9 

5 

13.2 

8.7 

15.4 

6 

19.8 

5 

Thiokol 

15.8 

9 

14.3 

0.2 

11.1 

6 

13.2 

4.8 

6.4 

18 

22.2 

4 

Witco  Chemical 

15.5 

10 

17.2 

0.5 

10.6 

9 

9.9 

4.2 

14.9 

7 

12.0 

13 

Freeport  Minerals 

14.9 

11 

11.0 

0.0 

9.6 

7 

13.0 

11.4 

7.5 

16 

9.0 

14 

Airco 

11.5 

12 

16.0 

0.5 

9.6 

15 

7.2 

6.4 

9.0 

14 

15.8 

10 

Pennwalt 

10.9 

13 

13.4 

0.5 

9.2 

12 

8.4 

4.5 

10.4 

13 

7.2 

15 

Chemetron 

10.4 

14 

9.2 

0.4 

6.8 

14 

7.6 

4.0 

9.0 

15 

12.9 

12 

Inmont 

10.0 

15 

13.2 

0.5 

9.6 

13 

7.9 

3.6 

7.1 

17 

28.9 

2 

Akzona 

7.9 

16 

5.1 

0.5 

4.0 

17 

5.9 

2.2 

17.4 

4 

-3.0 

17 

Cabot 

7.8 

17 

12.3 

0.5 

8.7 

16 

6.2 

6.4 

12.6 

10 

3.3 

16 

Sun  Chemical 

7.4 

18 

16.0 

0.7 

9.6 

18 

5.1 

2.7 

17.8 

3 

-4.5 

18 

Medians 

15.7 

16.0 

0.5 

9.8 

9.9 

6.4 

13.1 

15.8 

Industry  Medians 

14.9 

14.9 

0.5 

10.6 

10.8 

6.4 

12.3 

16.7 

All-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

94 

Note:  Explanation  of  Yardstick  calculations  on  page  39. 


56 


FORBES,  JANUARY 


Time  Organizer  for  Busy  People 


A  prominent  steel  executive  once  paid 
$25,000  for  the  same  basic  idea  used  in  the 
Memogenda.  Now  it's  yours  for  $3.90. 

Avoid  confusion  of  scraps  of  paper  .  .  .  lost 
opportunities  .  .  .  forgotten  duties  and  ap- 
pointments. Use  the  Memogenda.  Constant 
survey  of  work  ahead  .  .  .  results  in  working 
without  strain.  If  making  proper  use  of  your 
time  means  success  then  Memogenda  is  a 
way  to  success,  whatever  your  goal.  150,000 
executives  have  used  it. 

MEMOGENDA  is  a  96-page  book,  wire  bound 
in  a  flexible  leather-like  covering.  The  right 
hand  pages  (8'/2  x  11)  have  numbered  lines, 
one  for  each  item  .  .  .  checked  off  as  com- 
pleted. Opposite  pages  are  for  additional 
memos.  Includes  instructions  for  use,  an 
annual  reminder,  3-year  calendar,  and  active 
telephone  list. 

PLUS  INVESTMENT  RECORD 
Provides  record  of  purchase  and  sale  of 
securities  .  .  .  income  by  quarters.  Simplifies 
preparation  of  tax  returns. 
Price  $35  a  dozen  F.O.B.  factory,  or  send 
$3.90  for  sample,  postpaid.  Start  Memogenda 
habit  today.  It  is  not  tied  to  calendar.  Re- 
fund if  it  isn't  your  best  investment. 

NORWOOD  PRODUCTS  CO. 

1066  Thompson  Lane,  Nashville,  Tenn.  37211 


WHAT  IS  YOUR 
JEWELRY  Really  WORTH? 


Probably  more  than  you  think. 


Since 
1899  we 
have  returned 
the  highest 
prices  for 


Ottm<ui-  'SticfameiH  Inc. 

7  East  48  Street/New  York,  N.Y.  10017/212-755-0601 
(West  Coast)  Kazan jian  Bros.,  332  N.  Rodeo  Dr. 
Beverly  Hills,  Calif  /21 3-272-0616 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  R.E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  lor  venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant   Hi  income   for  right  person. 

$U.S.  34,000  Cash  Will  Handle 

For  details  write  giving  phone  no  ta  Dept.  21,  Computer  Capital  Corp. 
6922  Hollywood  Blvd..  Los  Angeles.  Calif  90028 
OR  Call  Mr.  Van:  (2131  463  4841 


santo  are  the  major  producers.  Prices 
of  big-volume  inorganic  chemicals 
were  a  mixed  bag,  with  chlorine  ris- 
ing while  caustic  soda  was  falling.  In 
the  organic  building  block  chemi- 
cals, the  price  hikes  averaged  about 
.8%  and  were  the  rule  rather  than  the 
exception. 

Overall  there  was  plenty  of  price- 
jot  keying.  Du  Pont,  for  example,  post- 
ed a  5-cent-per-pound  increase  for 
methanol  in  July,  but  Celanese  would 
go  up  only  2.5  cents  and  du  Pont 
had  to  meet  its  price.  What's  more, 
huge  new  capacity  additions  in  ethy- 
lene, propylene  and  benzene,  mainly 
by  the  big  oil  companies  (see  box), 
do  not  augur  well  for  future  price  sta- 
bility, let  alone  increases. 

The  strongest  area  of  the  chemical 
industry  these  days  is  industrial  gases. 

The  Return  Of  The  Oil  Companies 


Back  in  the  Sixties,  when  they  could 
still  joke  about  the  Organization  of 
Petroleum  Exporting  Countries,  the 
giant  oil  companies  invaded  the  chem- 
ical industry  right  across  the  board. 
They  did  not  much  care  whether  the 
raw  material  was  oil  or  something 
else.  They  got  into  fertilizers,  fibers 
and  plastics  as  well  as  organic  "build- 
ing block"  chemicals.  It  made  a  lot 
of  sense.  The  oil  companies  were 
brimming  with  cash  flow  and  hydro- 
carbon feedstocks.  By  building  huge 
plants,  they  could  often  enter  chemi- 
cal markets  as  the  lowest-cost  pro- 
ducers. Oil  company  spending  on 
chemicals  jumped  from  $325  million 
in  1964  to  $825  million  in  1967-and 
the  grumbles  echoed  from  one  end  of 
the  chemical  industry  to  the  other. 

The  chemical  producers'  fears  were 
borne  out.  Overexpansion  soon  hurt 
everyone's  chemical  profits.  Moreover, 
chemical  constmction  costs  began  to 
soar  in  the  early  Seventies,  when 
OPEC  was  no  longer  a  laughing  mat- 
ter for  the  oil  companies.  By  1973 
they  had  cut  their  chemical  spending 
to  $425  million. 

Now  suddenly,  it  is  up  again— way 
up.  In  1975  the  oil  companies  pumped 
$2.5  billion  into  chemical  plants— 
nearly  40%  of  the  chemical  industry's 
total  capital  spending— and  last  year 
laid  out  another  $2  billion.  This  time, 
however,  the  oil  companies  are  stick- 
ing closer  to  home,  concentrating  on 
organic  chemicals  made  from  petro- 
leum feedstocks  that  they  can  them- 
selves supply.  Among  these  chemi- 
cals: ethylene,  propylene  and  ben- 
zene. In  ethylene,  for  example,  seven 
of  the  top  12  producers  now  are  ma- 
jor oil  companies,  with  Shell  and  Ex- 
xon leading  the  parade.  By  1978  Gulf, 
Amoco   and   Phillips   Petroleum  will 


have  doubled  their  capacity,  and 
co  and  Texaco  will  have  tripled  the 
The  attraction:  The  price  of  ethylt 
has  doubled  since  1973. 

Reaction  to  the  return  of  the 
companies  is  mixed.  Analyst  J< 
Henry  of  F.  Eberstadt  &  Co.  thii 
they  are  overexpanding  in  ethyle 
Anantha  Raman  of  First  Boston  Co 
points  out  that  oil  company  cone 
tration  in  organic  chemicals  spa 
areas  like  fertilizers  and  fibers  fr 
more  unneeded  capacity. 

It  boils  down  to  this:  Chemici 
whatever  their  short-run  ups  ; 
downs,  are  still  an  attractive  grov 
business  and  a  natural  area  for 
oil  companies.  That's  why  they  are 
the  chemical  business  for  good,  £ 
on  an  increasing  scale. 


Encore:  Oil  companies  are  spend 
heavily  again  on  chemicals,  but  t 
time  their  focus  is  a  lot  narrow 
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apital  creativity 


Peoples  Gas  makes  capital  work  harder, 
uses  innovative  financing  techniques 
to  develop  new  gas  supplies. 


One  of  the  ways 
Peoples  Gas  works 
to  supply  gas  energy 
for  14  million  people 
in  Mid-America. 

}y  the  time  the  current  nationwide 
irtage  of  natural  gas  made  its  first 
idlines,  Peoples  Gas  had  already 
ted  developing  programs  to 
interact  it. 

t  was  a  difficult  challenge,  com- 
mded  by  another  problem  that  hit 
>ut  the  same  time:  severe  strains  in 
capital  market. 

-lere  then  are  several  ways  Peoples 
s  has  tried  to  make  every  dollar  in 
capital  investment  program  work 
der  to  produce  much-needed 
ural  gas: 

Advance  payments  used  to  spin- 
offshore  search  by  producers. 

Convinced  that  offshore  acreage 
:red  much  potential  for  the  future, 
jples  Gas  was  one  of  the  first  inter- 
te  systems  to  stimulate  exploration 
he  Gulf  of  Mexico  through  making 
rance  payments — essentially 
^rest-free  loans— to  producers 
ding  interests  in  the  Gulf. 
From  1970  to  1975,  the  years  in 
ich  such  advances  were  permitted 
der  FPC  regulations,  our  system 
■npanies  advanced  more  than  $360 
llion  to  these  producers,  for  which 
r  system  received  first  call  on  the 
>  which  was  developed.  So  far, 
>ven  and  potential  reserves  result- 
5  from  these  programs  are  estimated 
ange  between  two  and  three  trillion 
Die  feet  of  gas. 


Pooling  customer  funds  pays  off. 

Gas  is  similarly  flowing  from  other 
efforts  in  the  Gulf,  where  Peoples  Gas 
has  combined  its  own  capital  resources 
with  those  of  groups  of  our  customer 
utilities  in  precedent-setting  programs 
to  underwrite  the  cost  of  exploration 
and  development. 

In  a  program  with  Shell — the  first 
in  this  series — gas  flowed  at  a  rate  of 
up  to  200  million  cubic  feet  a  day  to 
help  take  care  of  our  customer  utili- 
ties^ needs  during  the  1975-76  heating 
season.  Similar  programs  with 
Burmah  (now  Aminoil  Development, 
Inc.)  and  Chevron  are  expected  to 
provide  additional  quantities  of  gas  in 
the  next  several  years. 

Tax-exempt  bonds  help  construct 
new  SNG  plant 

One  of  our  subsidiaries  has  just 
finished  constructing  a  $100  million 
complex  near  Joliet,  Illinois  to  pro- 
duce synthetic  natural  gas.  The  plant 
was  financed  through  a  series  of  tax- 
exempt  bonds  issued  by  the  City  of 
Joliet. 

Under  this  financing  arrangement 
—  the  first  of  its  kind  in  Illinois  —  our 
customers  benefit  from  the  lower 


interest  costs  associated  with  munici- 
pal financing,  while  the  Joliet  area 
will  have  the  advantage  of  a  large,  new 
industrial  project  that  provides  employ- 
ment and  adds  to  the  local  tax  base. 

Finding  ways  to  keep  capital  work- 
ing hard  will  help  Peoples  Gas  provide 
gas  for  14  million  people  in  the  upper 
Midwest.  But  if  s  only  one  part  of  our 
multi-faceted  program  to  cope  with 
the  nation's  growing  shortage  of 
natural  gas. 

Financial  experts  rank  Peoples  Gas 
among  top  three. 

The  profile  below  shows  how 
Peoples  Gas  ranked  in  a  recent  inde- 
pendent survey  in  which  350  respon- 
dents in  the  financial  community — 
analysts,  bankers,  brokers,  and  mutual 
fund  administrators— were  asked  to 
compare  eight  leading  gas  companies 
on  a  number  of  key  factors. 


Peoples  Gas  Profile 

A.     B.     C.     D.     E. F. 


i 

2  2nd 
z  3rd 
2  4th 
z  5th 
£  6th 
§  7th 
P  8th 

A.  "Sound  financial  structure" 

B.  "Aggressive  exploration 
program" 

C.  "Good  management" 

D.  "Progressive" 

E.  "Active  in  research  to  develop 
new  sources  of  gas  energy" 

F.  "Good  earnings" 

For  more  information  concerning 
Peoples  Gas,  send  for  our  Annual 
Report.  Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690. 


Peoples  Gas  Company 

The  gas  system  working  for  Mid-America. 


Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America,  The  Peoples  Gas  Light  and  Coke  Company,  North  Shore  Gas  Company,  Harper  Oil  Company. 


Automotive 


Detroit  could  feel  a  squeeze  in  more 
than  one  way  as  the  little  big  cars 
test  public  taste. 


Chester  Devenow,  chairman  of  auto 
supplier  Sheller-Globe  Corp.,  found 
his  whole  perspective  changed  one 
day  in  Geneva,  Switzerland.  "I'd  been 
driving  around  in  all  those  little  cars," 
he  recalls,  "when  suddenly  a  Ford 
Mustang  shot  out  and  almost  hit  me. 
That  Mustang  seemed  like  a  giant." 

The  Big  Four  in  Detroit  are  gam- 
bling that  U.S.  automobile  buyers  will 
come  to  have  the  same  perspective  by 
1979.  Detroit  is  going  through  a  size 
squeeze  in  order  to  show  the  Govern- 
ment a  company-  and  industry-wide 
fuel  economy  standard  of  20  miles  per 
gallon  by  1980,  27.5  miles  per  gal- 
lon by  1985.  By  1979  some  of  the  old 
intermediate  models  will  be  down  to 
Aspen  or  Volare  size,  and  some  com- 
pacts will  look  more  like  subcompacts. 

General  Motors  was  first  to  bid  for 
the  Weight  Watchers  Award  last  fall 
when  it  unveiled  its  biggest  models 
leaned  down  an  average  700  pounds 
and  shrunken  by  at  least  a  foot.  When 


the  process  is  over,  U.S.  autos  should 
look  much  as  they  did  in  the  early 
1950s  before  the  era  of  the  whopper. 
But  will  the  Big  Four  look  the  same? 

The  early  reports  from  Detroit  have 
been  optimistic.  General  Motors  Chair- 
man Thomas  A.  Murphy  and  his  crew 
are  still  confident  auto  sales  will  be  a 
comfortable  11.2  million  in  1977,  up 
10%  from  the  10.3  million  last  year. 
After  a  year  that  saw  GM's  earnings 
double  and  its  board  vote  a  record 
dividend,  Murphy  is  figuring  the  re- 
styling will  also  help  GM  lift  its  mar- 
ket share— already  up  from  42.5%  in 
1974  to  46.8%-another  notch  and 
bring  on  even  better  profits.  A  lot  of 
analysts  agree,  projecting  $12  a  share 
for  GM  in  1977,  vs.  $10  last  year. 

But  it  should  never  be  forgotten 
that  last  year's  figures  were  being 
compared  with  those  for  1975,  a 
rough  year  for  Detroit.  And  a  lot  of 
last  year's  buying  amounted  to  a  kind 
of  final  fling  with  the  big  cars.  Small 
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AUTOMOTIVE:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 


Net 


Company 

5-Year 
Average 

5-Year 
Rank 

Latest 
12  Months 

Equity 
Ratio 

Latest 
12  Months 

5- Year 
Rank 

5-Year 
Average 

Profit 
Margin 

5-Year 
Average 

5-Year 
Rank 

5-Year 
Average 

5-Year 
Rank 

Caterpillar  Tractor 

21.8% 

1 

23.4% 

0.5 

16.7% 

1 

17.1% 

8.2% 

15.9% 

4 

18.2% 

4 

Deere 

18.3 

2 

20.7 

0.4 

15.7 

4 

14.8 

7.6 

17.3 

1 

26.9 

2 

PACCAR 

17.5 

3 

21.1 

0.1 

18.7 

2 

15.9 

5.5 

13.0 

7 

13.7 

5 

» 

General  Motors 

16.2 

4 

21.3 

0.1 

18.8 

3 

14.9 

6.1 

9.3 

12 

4.5 

11 

Massey-Ferguson 

14.2 

5 

17.8 

0.7 

11.3 

5 

10.3 

4.2 

14.9 

6 

35.6 

1 

Clark  Equipment 

13.7 

6 

11.5 

0.5 

8.8 

6 

10.2 

3.6 

15.0 

5 

6.3 

8 

Ford  Motor 

11.3 

7 

15.5 

0.2 

12.3 

7 

9.7 

3.5 

11.0 

9 

8.9 

7 

Hyster 

10.9 

8 

10.8 

0.5 

8.6 

8 

9.1 

4.5 

10.5 

10 

5.1 

9 

Fruehauf 

10.7 

9 

13.1 

0.6 

8.5 

9 

7.8 

3.6 

17.3 

2 

5.0 

10 

Signal  Companies 

10.6 

10 

6.1 

0.4 

4.4 

10 

7.8 

1.9 

4.7 

14 

21.0 

3 

1 

Intl  Harvester 

8.5 

11 

12.0 

0.7 

8.6 

11 

7.0 

3.2 

11.7 

8 

10.7 

6 

Chrysler 

3.3 

12 

8.9 

0.4 

7.0 

12 

3.4 

1.5 

10.5 

11 

-12.9 

12 

); 

American  Motors 

2.5 

13 

def 

0.3 

def 

13 

3.2 

def  ■ 

16.2 

3 

DP 

White  Motor 

def 

14 

1.2 

0.8 

2.6 

14 

1.1 

0.2 

7.2 

13 

P-D 

13 

■: 

Medians 

1U 

12.6 

0.5 

8.7 

9.4 

3.6 

12.4 

8.9 

TIRE  &  RUBBER. 

Genl  Tire  &  Rubber 

13.0% 

1 

14.0% 

0.5 

10.0% 

1 

9.6% 

5.1% 

9.3% 

2 

13.6% 

1 

\ 

Firestone 

10.9 

2 

9.1 

0.4 

6.8 

2 

8.3 

3.5 

9.1 

4 

6.1 

3 

i 

Goodyear 

9.8 

3 

5.6 

0.5 

4.8 

3 

7.5 

1.8 

10.0 

1 

1.7 

4 

Armstrong  Rubber 

6.6 

4 

8.5 

0.9 

6.0 

4 

5.3 

2.6 

8.0 

5 

0.2 

5 

. 

B  F  Goodrich 

5.7 

5 

0.0 

0.6 

1.9 

5 

5.2 

0.1 

9.2 

3 

6.6 

2 

: 

Uniroyal 

5.6 

6 

0.1 

0.7 

1.7 

6 

4.3 

0.2 

7.2 

6 

-4.7 

6 

Medians 

8.2 

7.1 

0.6 

5.4 

6.4 

2.2 

9.2 

3.9 
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Rhode  Island  has  all  the 
killed  workers  you  need. 

Or  we'll  train  them 

for  you. 

tiode  Island  has  the  highest  number  of  trained  workers  per  square  mile  of  any  state 
the  United  States.  But  what  if  you  need  skills  that  our  manpower  pool  lacks? 

We'll  design  a  manpower  training  program  just  for  you. 

We'll  recruit  and  screen  the  applicants.  We'll  run  the  training  sessions.  We'll  use 
ir  facilities,  our  equipment,  our  instructors. 

And  it  may  not  cost  you  a  penny. 

But  labor  is  only  part  of  it.  Consider 
ir  location.  We're  in  the  rich  markets  of 
ew  England  and  the  Middle  Atlantic 
ites.  Markets  that  have  26%  of  our 
tion's  income. 

Our  tax  incentives  give  you  one  of 
2  lowest — if  not  the  lowest — tax  rates 
the  region. 

If  you  buy,  build,  expand  or  reno- 
te  an  industrial  plant,  we  can  finance 
>u  100%. 


Rhode  Island  work  force  by  occupational  group 


Sales  and  clerical 


Operatives 


Craftsmen  and  foremen 


Professional  and  technical 


Managers,  officials, 
proprietors 


And  we're  easy  to  work  with.  You  deal  with  only  one  Rhode  Island  agency 
r  everything. 

Before  you  make  a  move,  look  into  Rhode  Island.  We're  small.  But  we've 
t  big  advantages  for  you.  Write  to  Rhode  Island  Department  of  Economic 
jvelopment,  One  Weybosset  Hill,  Providence,  R.I.  02903  USA.  Attention: 
rnes  O.  Roberson,  Director. 


hode  Island 


Name 


jartment  of  Economic  Development 

J  Weybosset  Hill,  Providence,  R.I.  02903  401-277-2601 

ention:  James  O.  Roberson,  Director 

ise  tell  me  more  about  Rhode  Island's    □  Labor  pools 
manpower  training    □  8-part  tax  incentive  program 
-owest  rate  financing    □  Transportation  and  market 
ximities 


Title 


Company 


Street 


City_ 


State 


Zip 


success  with  the  squeeze  and  save 
some  tooling  costs.  If  the  strategy 
works  on  the  sales  floor,  Ford  could] 
make  $15  a  share  this  year,  predicts) 
Arthur  G.  Davis,  auto  analyst  at  Pres-j 
cott,  Ball  &  Turben  in  Cleveland.  That 
compares  with  $9  during  a  strike-im- 
pacted 1976.  "I'm  counting  on  Ford 
picking  up  1%  of  the  market  from! 
CM  to  move  to  27%,"  says  Davis. 

For  Chrysler  and  American  Motors^ 
the  switch  to  smaller  ears  has  in  ef-j 
feet  already  been  made:  More  than 
half  of  Chrysler's  current  sales,  and 
all  of  AM's,  consist  of  compact  cars5 
and  smaller.  Chrysler's  new  Volare.s 
are  even  gaining  market  share,  but 
Ford  has  a  copy  on  the  way.  Amer- 
ican Motors  is  pushing  its  new  Pacer 
station  wagon,  but  AM  must  take  care 
that  it  doesn't  repeat  its  slump  of  a 
decade  ago:  Its  market  share  is  al- 
ready down  from  6%  to  3%. 

But  all  the  automakers  have  one) 
thing  in  common:  They  are  engaged 
in  a  long-range  gamble.  "It  will  take 
us  four  or  five  years,  until  we  get  our 
big  tooling  costs  behind,  to  achieve 
really  big  savings  on  materials  from 
the  smaller  models,"  says  GM  Trea- 
surer J.B.  Edman.  If  by  then  the  pub- 
lic's perspective  hasn't  adapted  to  the 
smaller  cars,  Detroit  and  Washington 
will  be  at  an  unseemly  impasse. 

So  far,  the  auto  suppliers  are  prof- 
iting from  the  changeover.  Original 
equipment    manufacturers  (OEMs) 
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GROWTH 

Return  on  Equity 

Return  on  Total  Capital 
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Earnings/Shan 

Company 

5-Year 
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Rank 
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12  Months 
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5-Year 
Rank 

5-Year 
Average 

Net 
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Rank 
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Average 
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Rank 

Hoover  Ball  &  Bearing 

20.2o/0 

1 

22.4% 

0.3 

17.6% 

3 

14.9% 

5.6% 

10.9% 

11 

9.4% 

10 

Champion  Spark  Plug 

19.8 

2 

17.1 

0.1 

15.5 

2 

17.6 

10.1 

10.0 

14 

9.9 

9 

Genuine  Parts 

19.7 

3 

20.4 

0.0 

20.0 

1 

19.6 

4.5 

14.7 

4 

15.4 

4 

Purolator 

18.7 

4 

15.5 

0.4 

12.2 

4 

14.2 

4.3 

15.1 

3 

8.0 

12 

Dana 

17.7 

5 

20.6 

0.4 

14.8 

5 

13.5 

6.2 

12.7 

7 

13.9 

6 

Sheller-Globe 

15.4 

6 

23.5 

0.7 

12.4 

11 

9.2 

4.3 

14.3 

5 

6.7 

13 

Eaton 

14.5 

7 

13.4 

0.5 

8.9 

7 

10.2 

4.6 

10.6 

13 

8.3 

11 

Maremont 

13.7 

8 

12.7 

0.4 

8.6 

10 

9.4 

3.8 

4.0 

19 

37.1 

2 

Gould 

13.5 

9 

16.3 

0.5 

9.9 

8 

9.9 

5.2 

17.5 

1 

14.1 

5 

Libbey-Owens-Ford 

13.3 

10 

14.7 

0.2 

12.2 

6 

12.0 

6.5 

10.6 

12 

4.2 

15 

Arvin  Industries 

12.6 

11 

27.7 

0.7 

18.0 

12 

9.0 

5.5 

12.0 

8 

10.0 

7 

Bendix 

12.1 

12 

14.2 

0.4 

11.4 

9 

9.7 

3.5 

11.0 

10 

10.0 

8 

Globe-Union 

11.0 

13 

15.6 

0.4 

11.4 

13 

8.8 

4.1 

15.9 

2 

19.9 

3 

Federal-Mogul 

9.6 

14 

16.0 

0.5 

10.2 

15 

8.0 

4.8- 

6.7 

18 

2.0 

16 

Borg-Warner 

9.5 

15 

11.1 

0.2 

9.8 

14 

8.4 

4.2 

8.8 

16 

6.2 

14 

Budd 

9.5 

16 

13.8 

0.8 

8.4 

16 

6.8 

2.7 

11.3 

9 

76.7 

1 

Cummins  Engine 

8.5 

17 

13.8 

0.8 

8.9 

17 

6.5 

3.6 

131 

6 

-0.6 

17 

Questor 

4.7 

18 

5.0 

0.7 

4.7 

18 

4.9 

1.5 

9.8 

15 

-9.7 

18 

A  0  Smith 

2.7 

19 

2.1 

0.4 

2.7 

19 

3.0 

0.6 

7.0 

17 

-18.1 

19 

Medians 

13.3 

15.5 

0.4 

11.4 

9.4 

4.3 

11.0 

9.4 

Industry  Medians 

11.3 

13.8 

0.5 

9.8 

9.1 

4.1 

10.9 

8.2 

All-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

Note:  Explanation  of  Yardstick  calculations  or  rjat;e  tQ  P  O  Profit  to  deficit        D  P  Deficit  to  profit;  not  ranked        def  Deficit. 


Sex  Appeal?  GM  wonders  if  Cadillac  buyers  will  see  it  in  the  new  Coupe  de 
Ville  (outline),  lighter  by  853  pounds  to  nearly  the  Seville's  weight  (inset). 


car  inventories  are  now  high,  and 
plants  have  been  idled. 

And  not  all  sales  forecasts  are  as 
blight  as  GM's.  Demand  was  easing 
toward  the  year's  end.  Part  of  the  rea- 
son is  that  the  average  sticker  price 
of  a  new  Ford  or  GM  model,  with 
the  usual  options,  is  now  around 
$6,000.  And  the  typical  GM  car  buy- 
er  is  now  paying  $148  a  month  for 
his  vehicle  over  an  average  of  36- 
months.  "Detroit  may  have  difficulty 
making  it  to  an  11-million-car  year," 
says  David  Healy,  auto  analyst  at 
Drexel  Burnham  &  Co.  "I  don't  see 
any  boom."  Paul  A.  Miller,  president 
of  auto  supplier  Eaton  Corp.,  doesn't 
see  U.S.  carmakers  recording  more 
than  a  5.4%  sales  gain  this  year. 

Detroit  is  even  more  sensitive  than 
usual  about  a  sales  turndown  because 
GM  will  be  laying  out  $15  billion 
through  1979  to  retool  for  the  smaller 
cars,  Ford  about  $8  billion,  Chrysler 


$2.6  billion  and  American  Motors 
$150  million.  Without  acceptance  of 
the  newer  models,  the  carmakers  may 
lose  what  savings  they  are  getting  be- 
cause of  lighter  weight.  The  best 
checkpoint  probably  will  be  when  tin 
May  auto  sales  figures  appear.  By- 
then  regular  GM  customers  will  have 
done  their  buying  and  the  slimmed- 
down  versions  will  be  on  their  own. 

Ford's  strategy  was  being  shaped 
by  the  financial  realities.  Lacking 
GM's  resources,  it  was  planning  to 
make  its  changeover  to  the  smaller 
cars  somewhat  more  slowly— hoping 
meanwhile  to  be  sustained  by  the  pub- 
lic's last  romance  with  the  oversized 
models.  So  Ford  is  hanging  on  to  its 
big  Lincoln  Continentals  and  Mark 
Vs.  Its  first  big  change  will  come 
next  fall  with  intermediates  like  the 
Monarch;  it  will  redesign  six  lighter 
models,  all  built  on  the  same  chassis. 
That  way  Ford  can  get  a  fix  on  GM's 
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alt  men  have  one  common  nature, 
Drinciple  ?gj 
;h  will  now  universally  prevail,  ^ 
equal  rights 

equal  duties  ^ 
in  a  just  sense,  I  hope, 
if  erred  from  it. 

aqual  ranks 
equal  property 
>r  can  be  inferred  from  it, 
more  than  equal  understanding, 
ty,  vigor,  or  beauty. 

a!  Jaws 

ill  that  ever  can  be  c 
i  human  equality. 


i  Adams  (June  11, 1790) 

? Thomas  Brand -Hollis 


»ere  Union  Camp: 
look  at  us  this  way.. 


Look  at  us  as  the  largest  manufacturer  of  wood-based  chemicals  in  the  Forest 
lucts  Industry. 

Our  trees  are  the  raw  material  for  many  of  the  specialty  chemicals  we  produce.  These 
nicals  are  important  ingredients  in  hundreds  of  products  that  touch  your  life  every  day. 
For  example,  in  beauty  care  products  — cosmetics,  creams,  lotions  and  bath  oils  — 
ial  Union  Camp  emollients  help  make  skin  softer  and  smoother. 
And  right  now,  we're  even  turning  turpentine  into  an  amazing  array  of  flavor  and 
ance  chemicals  that  go  into  things  like  synthetic  anise,  pine,  lemon,  lilac  and  rose, 
/re  used  in  a  variety  of  foods,  soaps  and  fine  perfumes. 

Look  almost  anywhere  and  you'll  find  Union  Camp  chemicals.  They're  in  your  home, 
>ry,  office  and  car  as  ingredients  in  nylon  and  other  plastics,  lubricants,  paints,  inks, 
jsives,  soaps  and  detergents. 

But  chemicals  are  just  one  way  of  looking  at  Union  Camp.  We're  growing  in  a  lot  of 
r  businesses  too.  That's  why 
rent  people  see  us  in  many 
rent  ways.  It's  all  in  the  way 
look  at  us. 


Union  (amp 


Growing  in  more  ways  than  one. 

1^  Union  Camp  Corporation,  1600  Valley  Road.Wayne,  New  Jersey  074  70 


:R  •  PACKAGING  •  CHEMICALS  •  MINERALS  •  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 


Something 
to  remembe 
us  by. 

We're  the  business 
surance  people  with  a  spe 
viewpoint.  We  think  busin 
insurance  ought  to  work  fc 
living.  But  that's  not  an  e 
thing  to  make  happen.  It  ta 
a  partnership  effon. 

It  takes  an  experien* 
insurance  company  to  prov 
guidance  and  advice.  Plu! 
concerned  policyholder  wh< 
willing  to  follow  through  v 
effective  loss  controls.  Beca 
in  the  long  run,  the  only  wa; 
reduce  your  insurance  cosfi 
to  reduce  your  Josses.  Tl 
business  insurance  starts  to  e 
its  keep. 

That's  what  we  want  j 
to  remember  every  time 
see  this  little  railroad  stat 


Come  to  the  source 


Employers  Insurance  of  Wausau 


Wausau.  Wisconsin 


ce  Arvin  Industries,  Dana,  Eaton  and 
idler-Globe  all  had  banner  years  in 
)76.  The  rubber  companies  are  ruli- 
ng flat  out  after  a  four-month  strike, 
lough  they  face  heavy  spending  to 
Id  to  or  replace  radial  tire-making 
}uipment  in  the  next  few  years. 
There  are  about  50,000  companies 
)ing  $16  billion  worth  of  business 
st  to  help  Detroit  make  cars  and 
Licks.  When  Detroit's  product  is 
langing  drastically  and  fast,  the  car- 
akers  tend  to  lean  heavily  on  the 
search  labs  and  tooling  capacity  of 
e  suppliers  in  order  to  conserve 
eir  own  capital.  "The  oil  crisis,  the 
gislation  on  miles  per  gallon,  the 
end  toward  the  small  cars,  all  these 
tve  worked  in  our  favor,"  says  Presi- 
:nt  Robert  O.  Bass  of  Borg-Warner 
arp.,  which  last  year  did  a  good  job 
lling  Detroit  such  things  as  its  ABS 
astic,  which  can  be  chrome-plated 
r  lightweight  grills  and  hubcaps. 
Weight-saving  remains  the  order 
the  day,  even  though  some  major 

ig  Shift  To  GM  — 

he  drivers  of  the  big  rigs  have  al- 
ays  fought  the  automatic  transmis- 
ans:  Knowledge  of  how  to  use  13 
:ars  was  a  specialty  of  their  trade, 
it  now  fleet  owners  are  pressing  au- 
matics  on  their  drivers— and  finding 
vings  in  training  costs  and  wear  and 
ar  on  brakes. 

This  makes  the  fellows  at  the  De- 
ait  Diesel  Allison  division  of  Gen- 
al  Motors  very  happy.  It  has  de- 
:loped  a  full  line  of  automatics  for 
'er-the-road  trucks,  getting  the  idea 
am  the  power  shifts  used  in  tanks. 
Ve  believe  the  heavy  automatic  will 
ay  a  key  role  in  our  overall  strategy," 
ys  a  Detroit  Diesel  spokesman, 
ant  capacity  for  these  automatic 
ansmissions  was  recently  expanded 
)%.  GM  expects  output  will  more 
lan  double  before  1980. 
GM  hopes  the  automatic,  like  the 
nk,  will  enable  it  to  outflank  the 
>position.  Heavies  are  put  together 
imewhat  like  custom  cars,  and  the 
loice  of  what  gearbox  to  combine 
ith  what  engine  often  influences 
ho  sells  the  basic  truck.  GM  is  hop- 
g  that  as  truckers  turn  to  auto- 
atics  in  their  big  machines,  they 
ill  increasingly  turn  to  GM  trucks, 
or  this  is  a  market  well  worth  hav- 
g.  There  were  more  than  120,000 
achines  weighing  over  26,500 
aunds  sold  in  the  U.S.  last  year,  not 
big  number  in  itself,  but  the  aver- 
se "heavy"  costs  $35,000;  the  total 
larket,  therefore,  is  at  least  $4  bil- 
an.  This  year,  the  heavies  will  be  the 
^test-growing  part  of  the  truck  mar- 
3t.  Keith  P.  Mazurek,  president  of 
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materials  choices  are  still  to  be  made. 
"We're  all  waiting,"  says  Sheller- 
Globe's  Devenow,  "to  see  which  way 
the  auto  people  are  really  going  to  go 
with  lighter  materials— aluminum, 
steel,  rubber  or  plastic." 

The  one  thing  that  wasn't  changed 
was  the  wariness  of  the  suppliers 
about  their  relationship  with  the  car- 
makers: Too  many  companies  had 
been  burned  in  the  past.  So  the  sup- 
pliers are  continuing  to  diversify  when 
they  can.  Bendix,  for  instance,  is  buy- 
ing machinery  maker  Ex-Cell-O. 

By  1980  Detroit  should  have  com- 
pleted a  lot  of  the  body  work  and  be 
concentrating  on  engines  to  meet  the 
tough  1985  fuel  economy  goal.  Some 
executives  think  the  electric  car  will 
have  a  role  to  play  by  then  (Forbes, 
Oct.  15).  But  a  surer  bet  is  the  ap- 
pearance of  a  range  of  new  conven- 
tional engines  led  by  the  diesel— which 
Volkswagen  has  already  announced  it 
will  soon  start  to  offer  in  its  cars. 

That  interests  the  key  U.S.  diesel 


International  Harvester's  truck  divi- 
sion, predicts  the  market  will  grow 
25%,  to  over  150,000  units.  By  con- 
trast, the  total  truck  market  will  ex- 
pand only  about  8%. 

Where's  The  Competition? 

Right  now,  GM  has  the  world  mar- 
ket for  heavy  truck  automatics  to  it- 
self. Caterpillar  Tractor  does  have  a 
"power-shifted"  transmission,  but  it's 
used  only  in  big  off-highway  trucks. 
Diesel  engine  maker  Cummins  has  de- 
signed, together  with  Sundstrand,  a 
"hydrostatic  transmission,"  but  it's 
aimed  primarily  at  smaller  trucks  of 
medium  weight.  Chrysler  has  dropped 
out  of  the  heavy-truck  business;  Ford 
has  found  the  cost  of  tooling  up  for 
big-truck  transmissions  so  prohibi- 
tively costly  that  it  is  quietly  buying 
General  Motors'  version.  The  same 


engine  manufacturers,  Caterpillar 
Tractor,  Cummins  Engine  and  the  De- 
troit Diesel  Allison  division  of  General 
Motors.  They  now  dominate  the  world 
market  for  truck  and  construction 
equipment  diesels.  They  also  have  a 
lot  of  new  plant  in  place.  A  good  deal 
of  Cat's  $525-million  capital  outlays 
last  year  went  for  new  diesel  engine 
plants  and  tooling.  The  shift  to  mak- 
ing diesels  for  autos  would  not  be 
hard.  GM  is  already  planning  a  diesel 
option  for  one  Oldsmobile  model. 

Right  now,  though,  Cat  is  counting 
on  an  uptick  in  U.S.  spending  for 
building  and  capital  construction.  In 
farm  machinery,  firms  like  Deere  and 
Massey-Ferguson  may  find  the  going 
tough  in  1977.  The  industry  ended  the 
1976  crop  year  with  a  13%  larger  in- 
ventory of  tractors  than  it  had  the 
year  before.  "I  look  for  demand,  sales 
and  profits  to  be  flat  for  North  Ameri- 
can farm  equipment  next  year,"  says 
William  L.  Roberts,  analyst  at  Min- 
neapolis' Piper,  Jaffray  &  Hopwood.  ■ 


is    true   of   International  Harvester. 

European  truckmakers  are  con- 
cerned that  GM  might  gain  an  edge 
by  offering  European  lorry  drivers 
automatic  trucks  as  they  shift  to  larg- 
er-sized carriers.  The  truck  market 
there  is  slightly  larger  than  the  U.S. 
market,  and  is  undergoing  bigger 
changes.  Mercedes  Benz  and  Iveco 
(which  includes  Fiat  and  a  grouping 
of  other  German,  French  and  Italian 
firms)  are  in  the  early  stages  of  a 
joint  venture  to  make  automatic  "gear- 
boxes" as  a  defensive  measure  against 
GM.  Borg-Warner,  which  builds  car 
transmissions  in  Japan  and  England, 
developed  a  big  truck  automatic  a 
few  years  ago,  but  decided  not  to 
try  selling  it  after  some  tests.  "Now, 
unfortunately,"  says  Borg-Warner 
President  Robert  O.  Bass,  "I'm  sure 
the  heavy  automatic  has  a  big  future." 


Big  Mama:  At  $7,000-plus  each,  Detroit  Diesel's  big- 
truck  transmissions  take  on  a  rugged  beauty  of  their  own. 


Construction 


Homebuyers  and  Arabs  were  spending  freely.  Apartment 
builders  and  domestic  corporations  were  not. 


It  all  depends  on  what  you're  look- 
ing at.  Take  Homebuilding.  Total  pri- 
vate starts  last  year  ran  about  1.5 
million,  close  to  the  postwar  average. 
But  that  figure  combined  a  boom  in 
one-family  homes— about  1.2  million, 
near  the  industry's  limit— with  a  bare- 
ly thawing  multifamily  market. 

Similarly  in  heavy  construction.  The 
inttniational  oil-drilling  boom  and 
the  Organization  of  Petroleum  Export- 
ing Countries  building  spree  are  still 
going  merrily  along  at  flat-out  rates, 
as  they  have  for  more  than  two  years. 
Drilling-related  companies  like  giant 
Halliburton,  J.  Ray  McDermott,  San- 
ta Fe  International  and  SEDCO  are 
very  happy.  But  domestic  construction 
has  moved  up  only  a  little  from  its 
recession  lows;  U.S.  businessmen  were 
in  a  cautious  mood  last  year  about 
capital  spending. 

The  reasons  for  the  split  picture  in 


homebuilding  are  clear.  Mortgag 
money  for  single-family  homes  hj 
been  flowing  into  savings  institutioi 
at  record  rates.  It  has  been  expei 
sive-still  9%  to  954%  last  fall-but 
has  been  there. 

Not  so  for  apartment  buildin 
Take  it  from  L.B.  Nelson  in  Men 
Park,  Calif.  He  has  long  been  one 
California's  leading  apartment  buil 
ers;  today  he's  building  single-fami 
houses  instead.  "Multifamily  is  a  s< 
story,"  he  announced  last  fall,  "an 
will  be  for  a  long,  long  time  to  com 

"The  whole  guts  of  the  apartme 
business  is  money,"  he  continued.  "I' 
cash  flow,  and  you  just  can't  make 
work  on  present-day  rents  with  9 
plus  mortgage  rates.  Moreover,  ti 
reform  has  made  it  very  difficult 
sell  the  tax-shelter  aspect  to  inve 
tors  anymore,  and  the  big  insuran 
companies   just   aren't  interested 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Net 


Earnings/Shai 


5-Year 

5-  Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5- Year 

5-Year 

5-Yei 

Company 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Ran 

J  Ray  McDermott 

25.1% 

1 

34.7% 

0.3 

25.8% 

3 

18.2% 

14.0% 

24.4% 

3 

35.4% 

2 

Ralph  M  Parsons 

23.5 

2 

32.3 

0.5 

22.9 

2 

18.6 

1.6 

11.0 

11 

22.6 

7 

Blount 

23.3 

3 

19.7 

1.0 

10.7 

8 

12.4 

1.4 

17.7* 

7 

27.9* 

5 

Halliburton 

21.6 

4 

25.9 

0.3 

19.7 

4 

17.5 

6.2 

25.9 

2 

24.8 

6 

Turner  Construction 

19.6 

5 

16.8 

0.0 

16.9 

1 

19.1 

0.5 

9.1 

13 

13.0 

13 

Daniel  International 

18.3 

6 

15.9 

0.1 

14.4 

5 

17.4 

1.4 

22.0 

4 

22.2 

8 

Sedco 

18.2 

7 

21.0 

0.8 

11.8 

9 

10.8 

13.8 

19.3 

5 

21.4 

9 

Arthur  G  McKee 

17.4 

8 

24.0 

0.2 

20.6 

7 

14.6 

1.1 

14.5 

10 

30.3 

4 

Fluor 

16.2 

9 

24.7 

0.0 

23.7 

6 

15.1 

3.6 

15.8 

8 

13.1 

12 

Santa  Fe  Intl 

15.8 

10 

22.0 

0.9 

11.7 

10 

10.4 

11.1 

18.7 

6 

20.6 

11 

Raymond  Intl 

12.6 

11 

19.8 

0.5 

13.7 

12 

9.8 

4.1 

2.0 

15 

21.2 

1C 

Intl  Systems 

12.4t 

12 

0.6 

*• 

11 

10.0t 

** 

** 

#* 

Dravo 

11.3 

13 

13.0 

0.8 

7.2 

14 

8.0 

1.7 

14.6 

9 

8.8 

14 

Morrison-Knudsen 

10.3 

14 

10.6 

0.8 

7.9 

13 

8.6 

1.1 

9.3 

12 

33.9 

Perini 

10.2 

15 

12.9 

0.2 

10.7 

15 

7.8 

2.5 

7.4 

14 

DP 

C  F  Braun 

25.6 

0.0 

19.0 

** 

4.6 

32.1* 

1 

46.2* 

1 

Medians 

17.4 

21.0 

0.4 

14.4 

12.4 

2.5 

15.8 

22.4 

HOMEBUILDING  - 

Centex 

14.1% 

1 

14.1% 

0.7 

7.7% 

1 

8.2% 

3.4% 

18.3% 

3 

10.70/0 

2 

Del  E  Webb 

9.8 

2 

8.8 

1.0 

5.3 

2 

6.3 

1.9 

5.7 

4 

12.1 

U  S  Home 

8.5 

3 

7.3 

0.7 

4.9 

3 

4.9 

2.0 

33.1 

1 

-3.2 

Kaufman  &  Broad 

3.3 

4 

3.6 

0.1 

3.4 

4 

3.0 

1.8 

21.1 

2 

-13.7 

I 

Medians 

9.2 

8.1 

0.7 

5.1 

5.6 

2.0 

19.7 

3.8 

industry  Medians 

15.8 

19J 

0.5 

11.8 

10.4 

2.0 

17.7 

2L3 

All-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

94 

Note:  Explanation  of  Yardstick  calculations  on  page  39. 

t  Four-year  average. 

t  Four-year  growth. 

D  P  Deficit  to  profit;  not  ranked.  ' 

'  Not  available:  not  ranked. 

HRMaMM 
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HOW  CAN  A  STATE  HELP 
'OUR  BUSINESS  IF  IT  CANT 
EVEN  RUN  ITS  OWN? 


It's  hard  to  read  magazines 
newspapers  these  days  with- 
seeing  ads  run  by  states  op- 
istically  trying  to  attract  your 
siness. 

However,  it's  equally  hard  to 
d  those  same  publications 
hout  seeing  stories  about 
:es  desperately  struggling  to 
;p  themselves  in  business. 
Which  ought  to  provide  you 
i  instant  insight  into  telling 
v  well  a  state  will  actually  be 
3  to  take  care  of  you. 
Namely,  by  seeing  how  well 
kes  care  of  itself. 
Well,  we  in  North  Carolina  are 
racially  proud  of  the  way  we 
business. 

No  state  or  municipality  in 
country  has  a  higher  bond 
ng.  What's  more,  we  are  one 
ne  few  states  to  actually  main- 
i  a  balanced  budget. 
Of  course,  while  our  business 
dentials  and  excellent  credit 
somewhat  unique,  they're 
two  of  many  reasons  why 
jning  a  plant  in  North  Caro- 
makes  such  good  sense. 
Our  available  labor  supply 
nbers  more  than  230,000.  But 
re  numbers  tell  just  a  part  of 
story.  You've  probably  never 
t  such  dedicated  workers. 
)ple  whose  parents  and 
ndparents  put  in  long,  hard 
jrs  on  the  farm.  And  who've 
;n  brought  up  to  work  the 
ne  way  themselves.  People 
3  exhibit  exceptional  manual 
:terity  and  benefit  from  North 
'olina's  comprehensive  train- 
programs.  People  who  bene- 
'om  the  state's  excellent  sys- 
i  of  37 Technical  Institutes,  20 
nmunity  colleges  and  56  pub- 
and  private  colleges  and  uni- 
sities.  In  short,  people  who 
nbine  exceptional  attitudes 
j  exceptional  aptitudes. 
In  addition,  North  Carolina 


is  a  right-to-work  state.  And  you 
undoubtedly  already  know  how 
important  that  is. 

North  Carolina  is  also  home 
to  more  long  line,  interstate  motor 
carriers  than  any  other  state  in 
the  country  and  features  two 
deep  water  ports,  as  well  as  13 
commercial  airports. 

North  Carolina  offers  a  num- 
ber of  excellent  available  plant 
facilities  ready  for  you  to  move 
in  right  now.  As  well  as  very  low 
construction  costs  if  you'd  prefer 
to  build  your  own.  And  low  inter- 
est industrial  revenue  bonds  to 
help  with  financing. 

We're  within  500  miles  of  half 
the  nation's  population. 

And  as  our  millions  of  year- 
round  vacationers  attest,  we're 


certainly  not  lacking  for  climate 
or  scenery  or  fun  things  to  do. 

So,  as  you  can  see,  it's  not 
just  our  bond  rating  that  makes 
the  experts  rate  us  so  high. 

Although  in  this  day  and  age, 
it  certainly  doesn't  hurt. 

Find  out  how  much  the  state 
that  knows  how  to  run  its  own 
business  can  help  you  run  yours. 

NORTH 
CAROLINA 

Write:  Governors  Office,  Suite  #  180,  Post  Office 
Box  27687,  Raleigh,  North  Carolina  2761 1 

For  more  immediate  action,  call  (919)  829  y982 
before  January  15. 1977  Or  call  (9 19)  733-7982  after 
January  15, 1977 


financing   apartment   projects  now." 

Why  are  the  big  lenders  reluctant? 
Simple:  Once  burnt,  twice  shy. 
"Lenders  fear  overbuilding  and  infla- 
tion," says  one  of  their  number,  Vice 
President  Philip  Kozloff  of  Advance 
Mortgage,  Citibank's  mortgage  bank- 
ing subsidiary.  "Some  are  still  work- 
ing out  bad  loans  from  three  and  four 
years  ago."  Also,  they  fear  the  spread 
of  rent  control,  that  deadly  disease 
that  benefits  present  tenants  but 
leaves  would-be  renters  homeless. 


With  the  lenders  and  apartment 
builders  not  getting  together,  not 
much  was  getting  built  last  year,  on- 
ly about  358,000  multifamily  units,  a 
little  more  than  in  ultra-depressed 
1975.  Indeed,  Kozloff  complained 
that  many  discouraged  builders  were 
not  even  going  to  work  up  construc- 
tion plans  until  after  the  money  mar- 
ket improved. 

Is  there,  then,  no  hope  for  those 
who  either  can't  afford  or  don't  want 
to  own  their  own  homes?  There  is, 


Good-Bye  America! 

William  Jaird  Levitt,  of  the  Levit- 
towns  of  the  1940s,  is  back  in  busi- 
ness at  age  69  to  build  more  of  the 
high-volume  tract  developments  he 
invented  and  made  famous  (Forbes, 
June  1).  But  in  the  oil  countries,  not 
in  the  U.S. 

"The  age  of  the  volume  builder  in 
the  U.S.  is  over,"  says  Levitt.  "Before 
Levittown,  the  industry  was  in  the 
hands  of  tiny  builders,  putting  up  a 
few  houses  a  year,  and  that's  where 
it's  going  to  be  in  the  future." 

Levitt  ticks  off  the  reasons  why. 
"First,  there's  a  lack  of  sizable  tracts 
suitable  for  building  within  reason- 
able commuting  range  of  any  major 
metropolitan  center  in  this  country.  I 
personally  don't  know  of  any. 

"Second,  environmentalism  and  lo- 
cal land-use  restrictions  are  here  to 
stay,  and  that  reduces  the  amount  of 
land  and  the  places  available  for 
building."  A  lot  of  towns  definitely 
don't  want  to  see  big  builders  come  in 
anymore,  as  Levitt  well  knows. 

"Third,"  he  goes  on,  "the  cost  of 


labor  and  materials  has  priced  mass 
housing  out  of  its  market.  The  me- 
dian-priced new  home  in  this  country 
now  sells  for  $44,315,  and  only  16% 
of  the  population  can  afford  it." 

Not  that  he  thinks  the  building 
business  will  dry  up.  By  no  means.  A 
good  case— in  terms  of  need— can  be 
made  for  building  at  least  2  million 
new  homes  or  apartments  a  year  in- 
stead of  the  current  1.5  million:  New 
households  are  forming  at  the  rate  of 
about  1.25  million  annually,  760,000 
or  more  units  are  removed  each  year 
and  there's  an  annual  market  for 
150,000  to  200,000  second  or  vaca- 
tion homes  a  year. 

"Eventually  there  will  be  big  totals 
of  housing  starts  again,"  Levitt  agrees. 
"But  it  will  have  to  be  the  small  build- 
er that  builds  them,  and  there'll  have 
to  be  lots  of  government  subsidies." 
That's  not  his  kind  of  marl  et. 

When  the  talk  turns  to  overseas, 
though,  his  eyes  light  up. 

"They're  desperate  for  housing  over 
there,"  he  exclaims.  "It's  just  like  here 


Homebuilding  At  A  Distance:  It  holds  little  mystery  for  Levitt.  These  are 
a  few  of  the  10,000  houses  he  built  in  Puerto  Rico  before  selling  out  to  ITT 
in  1968.  At  the  same  time  he  was  building  in  quantity  outside  Paris. 


but  it  depends  on  Washington.  Mi- 
chael Sumichrast,  chief  economist  at 
the  National  Association  of  Home 
Builders,  was  predicting  a  healthy 
gain  in  apartment  starts  in  1977— but: 
"Just  about  all  the  gain  will  be  gov- 
ernment-subsidized housing,"  he  ex- 
plained. "Some  of  it  will  be  under 
Section  8  [a  rent-subsidy  scheme], 
and  there  will  be  a  lot  of  housing 
for  the  elderly." 

The  other  ray  of  hope  for  multifam- 
ily housing  was  the  beginning  of  a 


William  J.  Levitt:  His  offices  are  on 
Long  Island,  near  his  original  Levit- 
town, but  his  future  lies  overseas. 


right  after  the  war.  I  know  of  a  bid 
apartment  complex  in  Iran  where 
they've  sold  14,000  units,  though  none 
will  be  ready  for  occupancy  for  . 
year  and  a  half.  .  .  . 

"Their  problem  is  to  bring  an  en 
tire  country's  housing  into  the  20tr 
century.  They  think  it'll  take  20  year; 
to  catch  up  in  housing;  /  think  the; 
won't  be  able  to  do  it  in  40.  These 
places  are  literally  unlimited  for  4 
high-volume,  low-cost  builder." 

There  are  now  more  than  32  mil 
lion  people  in  Iran,  63  million  in  Nil 
geria,  and  both  are  growing.  Thi 
land  is  there,  the  money  is  there  now 
the  labor  is  still  cheap.  Levitt  figure 
he  could  build  7,000  to  10,000  home 
annually  in  the  two  countries,  fail 
more  than  he  ever  built  here. 

So  he's  quite  willing  to  bequeatl 
the  nettlesome  U.S.  market  to  thi 
competitors  that  came  after  him— th 
Kaufman  &  Broads,  the  U.S.  Home 
and  the  like— for  whatever  they  cai 
do  with  it.  For  his  part,  Levitt  j| 
studying  up  on  foreign  life-styles  an 
dickering  with  the  two  government: 
He  looks  up  from  plans  for  mass-prc 
duced  Nigerian  homes  around  eour 
yards  and  Iranian  garden  apartment 
with  rooftop  verandas,  and  he  smile 
"The  U.S.  market,"  he  says,  "is  som< 
body  else's  job  now." 


70 


FORBES,  JANUARY  1,  197 


Two  words 
m  help  unravel  the  mystery  of 
the  new  estate  tax  law... 


jw  complex  estate  and 
tax  law  was  recently  enacted. 

0  find  out  how  a  Prudential 
ite  Conservation  Plan  can 

1  protect  the  value  of  your 
te,  just  pick  up  the  phone  and 
"Hello,  Prudential." 

Protection  Against 
Settlement  Costs 

ly  estates  suffer  from  forced 
idation  due  to  lack  of  cash. 
*n,  parts  of  the  estate  must  be 
verted  to  cash  at  a  sacrifice  to 
for  the  expenses  of  taxes  and 
ministration. 

dential  Estate  Conservation  can  help, 
ghly  trained  Prudential  representative 
help  you  analyze  the  value  of  your  estate 
1  a  computer  specially  programmed  for 
new  laws.  Then  he  can  draw  up  a  life 
trance  plan  that  will  provide  cash  to  cover 
projected  costs  of  settlement.  Your 
dential  specialist  will  also  work  with  V. 
r  attorney,  accountant  and  trust  officer 

W5 


elp  minimize  taxes  on  your  estate 
Call  Prudential 


:all  Prudential.  Let  a  Prudential 
;ialist  help  make  sure  the  estate 
r  family  receives  is  the  one 
're  planning  to  leave. 


(M  Prudential 


Its  easy  to  see 
why  Ferro's  growing... 


Total  Sales 
Ferro  Corporation 


Pre-Tax  Income 
Ferro  Corporation 


80% 

INCREASE 


$179.9 

million 


$323.7 

million 


80% 

INCREASE 
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just  look  around  you. 


Over  four  years,  Ferro  sales  have  grown  80.0%  and  income 
80.5%.  Growth  has  been  national  and  international,  in 
specialty  materials:  specialty  chemicals,  coatings,  colors, 
ceramics  used  in  products  you  see  and  use  every  day . . . 
appliances,  ceramic  tiles,  luggage,  automobile  upholstery, 
cookware,  plastic  bottles,  stereo  speakers,  reflective 
highway  striping  and  more.  Just  look  around  you.  What  you 
can't  see  are  Ferro's  65  manufacturing  facilities  in  18 
countries  on  all  six  continents.  You  can  read  about  them 
in  Ferro's  1975  Annual  Report.  For  your  copy,  write: 
Department  F,  Ferro  Corporation,  One  Erieview  Plaza, 
Cleveland,  Ohio  44114. 


FERRO 

CORPORATION 


further  decline  in  long-term  inten 
rates  that  was  apparent  as  1976  en 
ed.  A  project  that  looks  hopeless 
9%-plus  money  could  be  highly  ; 
tractive  with  cheaper  money.  "If  mo 
gage  rates  ever  returned  to  7%  to  73^ 
says  Sumichrast  wistfully,  "we'd  ha 
a  helluva  boom." 

The  homebuilding  recovery,  if  y 


Foreign  Construction:  Orders  come 
big  chunks.  This  Hong  Kong  apai 
ment  complex  will  total  13,200  unil 


incomplete,  has  already  had  a  sal 
tary  effect  on  the  earnings  of  bo 
the  builders  and  their  suppliers:  Sal 
and  earnings  ran  well  above  the  19' 
lows  for  most  companies.  A  rare  la 
gard  is  Ceco,  concentrated  in  sti 
slow  domestic  heavy-construction. 

Most  of  the  others  have  been  gai 
ing,  though,  and  clearing  the  dec 
for  still  more  growth.  Armstrong  Co 
and  Congoleum,  for  instance,  settl< 
their  patent  dispute  last  year,  remo 
ing  a  question  mark  from  Armstrong 
future  and  putting  $35  million  in 
Congoleum's  pocket.  That,  and  tl 
sale  of  some  operations,  should  gr 
Congoleum  the  wherewithal  to  j 
shopping  for  new  acquisitions. 

And  the  lumber  companies  in  tl 
list  all  produce  paper  or  paperboar 
so  they  benefited  from  the  gener 
economic  rebound  as  well  as  from  i 
creased  homebuilding. 

Homebuilders  have  also  come  bac 
some  of  them  from  death's  doc 
Builders  are  much  more  vulnerable 
downturns  than  their  generally  le 
leveraged  suppliers:  Just  compare  tl 
poor  results  of  homebuilder  Kau 
man  &  Broad  with  those  of  paii 
supplier  Sherwin-Williams.  And  tl 
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COKE  ADDS  LOPE, 

Trade-mark®  U 

VHATEVER  YOUR  ENDEAVOR. 


Whether  you're  pulling  together  a  merger,  compiling  the 
figures  for  the  annual  report,  even  just  seeing  to  your  weekend 
chores  around  the  house,  ihe  bright  refreshing  taste  of 
Coca-Cola  will  set  you  up  for  the  task  at  hand 
-  because  Coke  adds  life  to  just  about  everything  you  do 

Copyright  3  1976,  The  Coca-Cola  Company.  "Coca-Cola"  and  "Coke"  are  registered 
trademarks  which  identify  the  same  product  of  The  Coca-Cola  Company. 


big   builders  have 

other  problems. 

million  to  $800  million  in  completion 

s     "But  I 

don't  think  a 

heck  of  a  lot  is 

Those  problems— including  extreme 

per 

year,  is 

one  whose  business  is     going  to  happen  for 

a 

year  or 

two, 

cyclically— have  already  led  them  to 

mostly  in  the  U.S.  Fortunately,  a  fur 

even  though  federal  construction 

is  at 

diversify.  Kaufman 

&  Broad,  for  ex- 

ther  shift  in  workload  toward  its  more     a  very  low  level.  Voters 

at  the  state 

ample,  owns  a  life  insurance  company, 

profitable  consultant 

work 

fattened     and  local  level 

have 

been  conserva- 

Sun  Life.  Close  to 

half  of 

Del  E. 

margins— and 

profits- 

for   Turner   in     tive  about  passing  construction  bond 

Webb's  revenues  comes  from 

a  string 

1976.  "Capital  spending,"  says  Presi 

issues  ever  since 

the  New  York  crisis." 

of  Las  Vegas  casinos 

and  hotels.  Cen- 

dent  Walter  B.  Shaw, 

"is  in 

a  hover 

When  will  the  slump 

end?  Corpo- 

tex  has  cement  plants  and  interests  in 

ing  situation 

now.  Industry 

is  at  75%     rate  spending  will  probably  pick  up 

natural  gas.  U.S.  Home  is  trying  hard 

of  capacity  now;  we 

don't 

expect  it  before 

government 

spending,  given 

for  a  major  diversification. 

to  start  building  until  it  hits  80%." 

the  voters'  vehement  objection  to  tax 

Among  the  heavy-construction  com- 

Government spending  is 

his  other     increases.  As  to 

the 

corporate  mar- 

panies—as  opposed  to  the  homebuild- 

major   market.    "Federal   figures   do     ket,  Harry  G.  Austin, 

executive 

vice- 

ers— Turner  Construction,  with  $700 

show  some  increases, 

Shaw  allows.     president  of  Brown  & 

i  Root,  Hallibur- 

CONSTRUCTION— BUILDING  MATERIALS:  Yardsticks  of  Management  Performance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

S-Year 

Company 

Average 

Rank     12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Willamette  Inds 

20.6% 

1 

18.2% 

0.6 

12.3% 

1 

1  O  OA/ 

13.8% 

7.5% 

19.5% 

2 

19.2% 

1 

Georgia-Pacific 

19.7 

2 

18.6 

0.8 

9.7 

3 

9.6 

6.8 

17.8 

3 

18.9 

2 

Weyerhaeuser 

18.3 

3 

14.2 

CL5 

9.9 

2 

12.9 

9.2 

15.5 

4 

17*8 

3 

Champion  Intl 

13.0 

4 

13.6 

0.8 

7.4 

4 

7.2 

3.4 

11.9 

5 

ii!i 

4 

Southwest  Forest  Inds 

6.8 

5 

1.6 

1  2 

3  0 

5 

5  5 

0  7 

28  2 

1 

0  3 

6 

Boise  Cascade 

4.9 

6 

9.6 

o!5 

7^0 

6 

34 

4^6 

-2.4 

6 

A.O 

5 

Medians 

15.7 

13.9 

0.7 

8.6 

8.4 

5.7 

16.7 

14.5 

CEMENT  &  GYPSUM. 

ideal  Basic  Inds 

13.8% 

1 

14  4% 

J.T.T  /(J 

0.3 

10  2% 

1 

10.9% 

10.8% 

9  3% 

5 

19  7% 

1 

Lone  Star  Industries 

10.1 

2 

9.1 

0.6 

6.3 

4 

7.2 

3.5 

18.2 

1 

10.7 

2 

United  States  Gypsum 

9.0 

■i 

o 

O.-J 

0.2 

6  6 

U.U 

2 

7.6 

4.2 

12.1 

2 

5.1 

4 

National  Gypsum 

8.8 

A 

8  1 

o.x 

0  3 

fi  7 
u.  / 

3 

7  ? 

4.4 

q  5 

4 

7  1 

/  .X 

i 

Penn-Dixie  Inds 

2.0 

5 

def 

0.6 

0.1 

5 

2.8 

def 

10.8 

3 

-13.5 

5 

Medians 

9.0 

8.3 

0.3 

6.6 

7.2 

4.2 

10.8 

7.1 

Vulcan  Materials 

18.9% 

1 

21.0% 

0.4 

13.7% 

2 

13.4% 

9.0% 

11.4% 

9 

20.0% 

2 

Jim  Walter 

17.0 

2 

16.6 

0.5 

11.5 

3 

12.0 

5.8 

18.4 

1 

20.9 

1 

Ferro 

16.8 

3 

15.9 

0.2 

13.4 

1 

14.1 

5.6 

15.6 

4 

16.9 

4 

Owens-Corning  Fbrgls 

13.2 

4 

16.7 

0.4 

12.0 

6 

10.0 

6.3 

12.2 

8 

15.8 

5 

Masonite 

12.9 

5 

11.1 

0.0 

9.9 

4 

11.7 

6.2 

16.0 

3 

10.7 

7 

PPG  Industries 

12.7 

6 

16.3 

0.5 

11.0 

7 

9.2 

6.7 

9.9 

12 

17.4 

3 

H  H  Robertson 

12.6 

7 

13.0 

0.3 

10.8 

5 

10.7 

3.5 

8.8 

14 

9.8 

8 

Congoleum 

11.5 

8 

def 

0.4 

def 

10 

8.9 

def 

14.0 

6 

9.0 

9 

Certain-teed 

11.2 

9 

13.2 

0.6 

9.9 

8 

9.0 

4.3 

18.0 

2 

14.8 

6 

Ceco 

10.9 

10 

5.5 

0.3 

4.7 

12 

8.3 

2.0 

7.7 

15 

3.4 

15 

Armstrong  Cork 

10.7 

11 

12.1 

0.3 

9.6 

9 

8.9 

5.7 

9.7 

13 

8.1 

11 

Johns-Manville 

9.9 

12 

10.6 

0.3 

8.2 

11 

8.5 

5.0 

12.3 

7 

3.9 

14 

Interpace 

9.6 

13 

12.8 

0.4 

8.2 

14 

7.3 

4.5 

10.0 

11 

9.0 

10 

Sherwin-Williams 

9.3 

14 

6.3 

0.4 

5.2 

13 

7.4 

1.9 

10.4 

10 

6.9 

13 

DeSoto 

7.6 

15 

11.8 

0.1 

10.1 

15 

6.7 

3.0 

7.5 

16 

-7.1 

16 

Flintkote 

7.2 

16 

5.5 

0.5 

4.3 

16 

5.5 

2.6 

5.9 

17 

7.3 

12 

Evans  Products 

5.2 

17 

11.6 

1.3 

7.8 

17 

4.5 

3.3 

14.2 

5 

-11.0 

17 

Medians 

11.2 

12.1 

0.4 

9.9 

8.9 

4.5 

11.4 

9.0 

BUILDING  EQUIPMENT. 

Masco 

24.00/0 

1 

25.8% 

0.4 

18.9% 

1 

18.0% 

11.0% 

33.5% 

1 

26.2% 

1 

Dover  Corp 

21.8 

2 

23.8 

0.2 

18.9 

2 

18.0 

8.5 

15.0 

2 

16.7 

3 

Butler  Manufacturing 

19.7 

3 

15.8 

0.2 

13.5 

3 

16.4 

5.3 

13.4 

3 

26.0 

2 

Norris  Industries 

17.4 

4 

23.3 

0.2 

20.9 

4 

15.6 

6.7 

8.1 

6 

7.1 

4 

American  Standard 

11.8 

5 

17.2 

0.4 

13.7 

5 

8.5 

4.4 

4.1 

7 

DP 

Trane 

9.4 

6 

10.7 

0.3 

8.9 

6 

8.1 

4.5 

10.2 

5 

1.5 

5 

Carrier 

7.9 

7 

8.2 

0.5 

6.3 

7 

6.4 

2.6 

11.2 

4 

0.0 

6 

Medians 

17.4 

17.2 

0.3 

13.7 

15.6 

5.3 

11.2 

11.9 

Industry  Medians 

11.5 

12.8 

0.4 

9.7 

8.9 

4.5 

11.9 

9.4 

All-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

U 

Note:  Explanation  of  Yardstick  calculations  on  page  39. 

D-P  Deficit  to  profit;  not  ranked. 

def  Deficit. 
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's  huge  construction  arm,  says: 
le  oil  refiners  and  chemical  eompa- 
s  are  talking  about  new  orders, 
ugh  they  are  not  yet  placing  them. 
:  also  see  some  movement  in  the 
ver  field,  and  studies  in  other  areas 
x>logical  studies  are  being  done  on 
le  mining  projects,  but  the  lead 
e  is  nine  months  to  a  year." 
rluor,  the  leading  process  plant 
lder,  has  seen  its  always  monu- 
ntal  backlog  dwindle  from  around 
)  billion  a  year  ago  to  about  $8 
ion  now.  "We  see  some  improve- 
nt  on  the  horizon,"  says  Charles 
inon,  Fluor's  senior  vice  president 
marketing.  Cannon  is  not  very  op- 
istic,  however.  "We  make  five-year 
jections  of  these  industries,"  he 
s.  "We  see  demand  almost  flat— 
y  rising  a  few  percentage  points— 
nigh  1980.  And  even  that  projec- 
i  may  not  hold  without  federal  leg- 
tion:  Our  numbers  include  sub- 
ltial  coal-gasification  capacity.  I 
lk  the  volume  would  actually  go 
vn  without  that." 

b  Bonanza 

Vhat  has  kept  Fluor's  backlog  as 
h  as  it  is  is  foreign  business.  "Over 
'■>  [of  our  work]  is  overseas,"  says 
inon,  especially  in  Arab  countries; 
or  has  been  active  in  that  part  of 
world  since  the  late  Forties.  "We 
many  U.S.  companies  penetrating 
t  market  very  well,"  says  Cannon, 
ing  better,  generally,  than  the  Eu- 
ean  companies.  Many  of  the  key 
Idle  Eastern  people  you  deal  with 
e  educated  in  the  U.S.  and  often 
e  an  affinity  for  our  way  of  life." 
Lmong  the  U.S.  companies  flock- 
to  the  Middle  East  is  California- 
ed  C.F.  Braun  &  Co.  "The  Arabs 
)ect  the  American  businessman," 
ior  Vice  President  Frank  Thomas 
5  happily  about  his  new  hunting 
und. 

iut  there  are  pitfalls,  too,  warns 
ner's  Shaw.  "Some  big-looking 
jects  turn  out  to  be  too  risky,  some- 
es  for  financial  reasons,  sometimes 
political  reasons.  A  project  might 
end  on  the  influence  of  a  guy  in 
government  who  could  suddenly 
;  that  influence." 

\irner  profits  from  that  prudence: 
the  five-year  champ  in  its  indus- 
group  in  return  on  total  capital. 
)ld  lessons,  no  matter  how  pain- 
are  quickly  forgotten  in  the  eu- 
iria  of  rising  backlogs.  By  the  end 
1977  capital  spending  of  all  kinds— 
uding  that  for  housing— ought  to 
well  above  current  levels.  Will  the 
struction  industry  this  time  keep 
head  by  remembering  the  costly 
ons  of  the  1974-75  slump  and  of 
sluggish   1976  pickup?  Judging 
history,  probably  not.  ■ 


No  matter  what  business  vou  re  in.  no  one  lias  to  tell  vou  about  increasing 
overhead.  But  if  vou  re  looking  for  a  new  office  site,  industrial  plant  or  dis 
tnbution  center,  chances  are  we  can  put  a  new  root  over  your  head  w  ithout 
costing  vou  the  shirt  off  your  hack. 

Construction  costs  in  South  Carolina  are  historically  the  lowest  in  the 
nation  and  thai  means  vou  save  when  vou  build  01  lease  (  )ui  land  is  known 
for  high  value    .  .  not  for  high  price 

Our  State  Development  Board  stands  readv  to  help  you  hud  a  plant  site 
which  meets  your  needs,  an  available  industrial  building,  an  office  or  dis- 
tribution location  .      and  we  II  work  with  you  in  confidence  .  .  .  we  II  give 
you  all  the  facts  .  .  .  no  strings  attached 

f  ind  out  more  about  how  South  C  arolina  can  help  reduce  vour  overhead 
.  .  .  the  day  you  locate  .  .  .  and  every  dav  you're  in  business.  Write  or  call 
the  professional  team  at  South  Carolina  State  Development  Board.  Post 
Office  Box  927,  Suite  5005,  Columbia.  South  C  arohna  29202  lelenhone 
(80  5)  758-3145.  TWX  810  006  2628. 

W?  ve  got  a  place  where 
the  roof  over  your  head 
wont  cost  you  the  shirt 
off  your  back. 


South  Carolina 
knows  what  it  takes  to  make  a 
profit  and  we've  got  it. 
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Why  we  dropped  a  shipping  sack  full  of  $147f! 


We  believe  in  the  multiwall  shipping  sack 
so  much  that  we  went  to  this  extreme  to  demon 
strate  its  effectiveness. 

Of  course,  we  chose  the  ultimate  in  ship- 
ping sacks— our  reinforced  pinch 
bottom  bag— because,  after  all, 
a  lot  was  at  stake.  And 
it  held,  as  we  knew 
it  would. 

For  most  prod- 
ucts you  don't  need 
all  that  protection. 

And  the  ordinary 
shipping  sack  is  extremely 
versatile. 

Enter  the  paper  bag. 
The  first  machine  for  making  paper  bags 
was  developed  in  1852.  And  soon  the  paper 
shipping  sack  became  a  mainstay  of  the 
American  distribution  system. 

In  the  beginning,  sacks  were  filled  by  shovel 
and  closed  by  sewing  the  ends.  But,  by  1930, 
St.  Regis  was  producing  a  pasted-end  bag  with 
a  "valve"  for  filling.  And  making  the  equipment 
to  fill  it. 

Automation  on  the  filling  line  had  begun. 


And  that  was  a  major  step  forward. 

More  layers,  better  seals. 

Today  we  make  an  even  better  bag: 
stepped-end  pinch  bottom  bag. 
a  pre-applied  hot  melt  adh 
that  permits  autoi 
closing  and  gives  a 
strong,  tight  seal. 
This  closure  is  so 
that  a  200  lb.  man  can  jun 
bag  containing  only  air  and  n 
break  it. 

In  fact,  the  ends  are  actually  as  stroi 
or  stronger  than,  the  bag's  wall's. 

And  we  can  add  layers  of  other  mate 
to  reinforce  the  pinch 
bottom  bag.  The 

m 


one  with  the  pearls 
is  actually  ^4 


made  with  six 
layers  of 
material,  as 
shown  on  the  left. 

Inside  is  a  layer 
of  polyethylene  for 
moisture  protection. 
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th  of  pearls  200  ft  into  the  Atlantic  Ocean. 


vo  layers  of  kraft  paper,  followed  by 
of  cross-laminated  plastic— which  is 
ily  tough.  Then 
re  layers  of 
iper.  The  outer 
pecially 
d  to  be 
r  than  reg- 
ift  when  wet. 
t  this  is  just  one 

I  of  what  a  pinch  bottom  bag  can  do. 
engineer  the  layers  in  a  bag  to  take  a  lot 
inishment  than  you  would  ever  think, 
arious  papers,  plastics  and  even  alumi- 
|.  And  all  the  different  combinations 

Part  of  our  future  is  in  the  bag. 

course,  the  reason  we  went  to  such 
to  show  the  strength  of  our  bag  is  to 
p  the  direction  we're  heading, 
one  of  the  world's  leading  producers  of 
ill  bags,  we're  out  to  replace  more  expen- 
;kages  with  our  reinforced  shipping  sacks, 
e  fiber  drum,  for  instance.  We're  actually 
ing  caustic  soda  in  one  of  our  reinforced 


Technology  and  marketing. 

All  this  reflects  the  marketing  stance  of  St.  Regis 
toward  all  our  packaging,  paper,  lumber 
and  construction  products.  To  use  the 
full  weight  of  our  technology  in  serv- 
ing our  markets  and  in  renewing 
the  forest  resource  our  products 
come  from. 


Serving  Man  and  Nature  to  the  benefit  of  both. 


In  America,  anyone  can  grow  up  to  deserve  Johnnie  Walker  Black  Label 


Consumer  Goods 


Can  consumers  be  price-conscious  and 
quality-conscious  at  the  same  time?  Yes. 


In  Weimar  Germany,  as  in  Argen- 
tina and  Chile  today,  inflation  was 
so  severe  it  caused  people  to  spend 
money  wildly:  Spend  it  quick,  it  won't 
be  worth  anything  tomorrow.  Our 
recent  bout  of  inflation  has  been  mild 
enough  to  have  the  opposite  effect: 
People  value  money  more.  Consumers 
are  not  scared,  but  cautious. 

Caution  doesn't  necessarily  mean 
buying  only  cheap  things.  Sometimes 
it  translates  into  buying  expensive 
things— on  the  theory  that  there  is 
more  value  in  expensive  goods.  How 


can  people  afford  thus  to  trade  up? 
In  part,  by  skimping  on  the  number 
of  purchases.  For  example,  a  woman 
may  choose  to  own  one  or  two  high- 
quality  outfits,  with  a  variety  of  de- 
signer (i.e.,  expensive)  scarves  and 
blouses  bought  on  sale,  and  spend 
weekends  around  the  house  in  Levis. 

That  land  of  attitude  hasn't  done 
much  for  business:  Although  the  tex- 
tile and  apparel  companies  have  re- 
bounded strongly  from  the  recession, 
earnings  gains  were  already  tapering 
off  from  150%  in  the  first  quarter  to 


CONSUMER  GOODS— PERSONAL  PRODUCTS:  Yardsticks  of  Management  Performance 


PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Company 


5-Year 
Average 


5-Year 
Rank 


Latest 
12  Months 


Debt/ 
Equity 
Ratio 


Latest 
12  Months 


5- Year 
Rank 


5-Year 
Average 


Net 
Profit 
Margin 


5-Year 
Average 


5- Year 
Rank 


5-Year  5-Year 
Average  Rank 


TOBACCO 
Philip  Morris 
R  J  Reynolds  Inds 
Loews 
American  Brands 
Havatampa 
Liggett  Group 
Culbro 

Medians 


21.4% 

? 

20.6% 

0.7 

12.6% 

2 

13.6% 

6.1% 

19.3% 

2 

17.8% 

l 

21.2 

2 

19.4 

0.2 

14.2 

1 

14.6 

6.3 

13.5 

3 

9.4 

3 

19.0 

3 

18.4 

1.0 

6.6 

6 

6,9 

2.5 

27.7 

1 

16.5 

2 

13.7 

4 

11.7 

0.5 

8.6 

3 

9.9 

3.1 

9.1 

4 

5.9 

5 

9.5 

5 

8.3 

0.2 

7.4 

4 

8.4 

0.9 

6.8 

5 

7.3 

4 

9.1 

6 

9.6 

0.3 

8.1 

5 

7.7 

4.2 

3.4 

7 

2.0 

6 

7,3 

7 

9.5 

0.8 

7.1 

7 

6.2 

1.8 

6.4 

6 

-0.6 

7 

13.7 

11.7 

0.5 

8.1 

84 

3.1 

9.1 

73 

ETRIES  &  COSMETICS 
Avon  Products 
Gillette 
Ihesebrough-Pond's 
Revlon 
American  Cyanamid  

Medians 


32.0% 

l 

30.3% 

0.0 

29.2% 

i 

29.8% 

11.5% 

12.9% 

4 

9.2% 

3 

21.8 

2 

17.5 

0.4 

12.8 

3 

16.3 

5.7 

15.1 

2 

5.1 

5 

19.8 

3 

19.3 

0.3 

15.4 

2 

16.3 

7.4 

19.3 

1 

10.4 

2 

19.7 

4 

20.1 

0.6 

13.4 

4 

13.8 

8.4 

13.7 

3 

12.3 

1 

14.3 

5 

13.6 

0.3 

11.0 

5 

11.6 

6.9 

9.4 

5 

8.1 

4 

19.8 

19.3 

0.3 

13.4 

16.3 

7.4 

13.7 

9.2 

SEKEEPING  PRODUCTS 


Clorox 

22.7% 

l 

20.0% 

0.3 

15.3% 

l 

17.2% 

3-4% 

22.0% 

l 

7.30/0 

5 

Procter  &  Gamble 

18.6 

2 

19.2 

0.2 

14.7 

3 

15.5 

6.4 

12.7 

4 

11.0 

4 

onomics  Laboratory 

18.6 

3 

16.5 

0.3 

12.9 

4 

13.5 

6.1 

18.6 

2 

14.4 

2 

Colgate-Palmolive 

16.8 

4 

17.3 

0.1 

16.0 

2 

16.3 

4.2 

17.3 

3 

12.2 

3 

Purex 

14.4 

5 

15.4 

0.3 

11.2 

6 

10.2 

4.6 

6.9 

7 

7.1 

6 

Kimberly-Clark 

14.3 

6 

15.9 

0.3 

11.8 

5 

10.9 

7.4 

10.3 

5 

20.4 

1 

Scott  Paper 

10.3 

7 

11.2 

0.5 

7.9 

7 

7.8 

5.7 

a7 

6 

4.8 

7 

Medians 

16.8 

16.5 

0.3 

12.9 

13.5 

5.7 

12.7 

11.0 

Eastman  Kodak 

20.3% 

1 

17.1% 

0.0 

16.0% 

1 

19.1% 

11.9% 

10.6% 

2 

9.5% 

1 

Polaroid 

8.4 

2 

10.5 

0.0 

10.5 

2 

8.4 

7.9 

11.2 

1 

-3.3 

2 

Bell  &  Howell 

4.9 

3 

def 

0.1 

def 

3 

4.4 

def 

6.9 

3 

-10.7 

3 

Medians 

8.4 

10.5 

0.1 

10.5 

8.4 

7.9 

10.6 

-3.3 

Industry  Medians 

17.7 

16.8 

0.3 

12.2 

12.6 

5.9 

12.0 

8.7 

-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

Explanation  of  Yardstick  calculations  on  page  39.        def  Deficit 
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.">()',  111  the  third  quarter  of  the  year. 
Only  Levi  Strauss  (35.9%)  and  Blue 
Bell  (34.2%),  both  jeans  makers,  and 
Riegel  Textile  (19.2%)  and  Cone  Mills 
(19%),  both  denim  makers,  showed 
impressive  returns  on  equity,  in  con- 
trast with  impressive  earnings  in- 
creases posted  by  most  companies  in 
this  group. 

Likewise,  homemakers  have  de- 
fected from  high-priced  novelty  items 
like  natural  cereals,  which  cost  more 
than  the  familiar  flakes  and  puffs  and 
don't  really  offer  that  much  extra.  The 
natural  cereals  have  dropped  from  a 
10%  market  share  two  years  ago  back 
down  to  6%.  The  same  thing  hap- 
pened to  Procter  &  Gamble's  Pringles. 
From  a  12%  market  share  two  years 
ago,  they  have  dropped  to  about  8%, 
and  are  currently  losing  P&G  money. 

The  glamour  these  days  comes 
from  what  the  homemaker  can  con- 


tribute: She  buys  meat  and  fresh 
vegetables— both  down  in  price  since 
the  commodity  price  surge  in  1975— 
and  spends  hours  cooking  them  up 
with  lots  of  spices  in  a  Rival  Crock 
Pot  or  pops  them  into  a  microwave 
oven  from  Litton  or  Raytheon.  These 
slow  cookers  and  superfast  cookers 
were  two  of  the  few  appliances  that 
sailed  through  the  recession  without 
a  hitch.  (Most  of  the  microwave  mak- 
ers are  too  large  for  this  market  to 
make  much  of  a  difference  in  their 
earnings,  but  the  ovens  helped  pro 
duce  Tappan  Co.'s  recovery  from  two 
years  of  deficits. ) 

The  Sixties  were  the  days  of  keep- 
ing up  with  the  Joneses  by  showing 
off  the  newest  appliances,  the  chic- 
est  clothes,  the  biggest,  fastest  cars. 
But  today  people  are  more  likely  to 
one-up  each  other  with  their  own 
achievements:  cooking  (Forbes,  Mar. 


15),  transcendental  meditation,  car- 
pentry, tennis.  Consuming  your  own 
energy  can  be  very  satisfying,  but  it 
doesn't  necessarily  add  much  to  the 
gross  national  product.  The  couple 
that  goes  out  for  a  few  drinks  and  a 
movie  will  add  as  much  as  $25  to  the 
GNP;  the  couple  that  stays  home  and 
makes  love  adds  nothing  to  it.  There 
are  some  products  involved,  of  course, 
in  do-it-yourself  leisure:  Companies 
like  Black  &  Decker,  Insilco  and  Stan- 
ley Works  benefit  if  people  stay  home 
and  do  carpentry. 

Two  other  trends  have  also  con- 
verged on  the  consumer  goods  com- 
panies: The  slowdown  in  births  and 
the  slowdown  in  formations  of  new 
households.  Although  the  birthrate 
may  rise  again  slightly,  three-  and 
four-child  families  will  probably  nev- 
er again  become  the  norm.  That 
means  less  demand  for  those  things 


The  New  Coupon-Clippers 


"Manufacturers  once  shied  away 
from  cents-off  coupons  as  tainting 
their  products  with  a  discount  im- 
age," says  Richard  H.  Aycrigg,  direc- 
tor of  marketing  research  for  A.C. 
Nielsen  Co.'s  Clearing  House  division. 
But  no  longer.  A.C.  Nielsen,  the  mar- 
keting research  firm  best  known  for 
counting  TV  viewers,  estimates  the 
total  number  of  coupons  distributed 
in  1975  at  36  billion,  up  from  20 
billion  in  1971.  Families  who  use  cou- 
pons regularly  amount  to  65%  of  the 
total,  up  from  58%  in  1971.  Only  4% 
or  5%  of  the  coupons  issued  (in  news- 
papers and  magazines,  in  or  on  pack- 
ages, in  mailers)  are  ever  redeemed, 
but  that's  still  close  to  2  billion. 

The  increase  is  due  not  to  mere 
price-consciousness.  If  price  were  all, 
people  would  simply  buy  A&P's  house- 
brand  Eight  O'clock  coffee  instead  of 
Procter  &  Gamble's  Folger's  or  Gen- 
eral Foods'  Maxwell  House.  They 
would  buy  Rite  Aid  toothpaste  instead 
of  P&G's  Crest  or  Lever  Brothers'  Aim. 

But  coupon-clipping  has  now  be- 
come chic;  to  be  chintzy  is  in.  Even 
the  dignified  New  York  Times  has  fol- 
lowed the  lead  of  other  newspapers 
and  offers  a  weekly  "food  day"  section 
replete  with  coupons  and  recipes.  In 
September  The  National  Observer  ran 
a  full  page  of  coupons  for  such  items 
as  Union  Carbide's  Glad  Trash  Bags 
(15  cents  off),  Kellogg's  Product  19 
Cereal  (10  cents  off)  and  "any  Man 
Power  product"  from  Armour-Dial 
(20  cents  off).  But  it  took  The  Wall 
Street  Journal  to  garner  a  dollars-off 
coupon  last  November:  By  clipping 
this  coupon,  customers  could  get 
$17.76  off  their  tab  for  a  stay  at  Chi- 
cago's Continental  Plaza  Hotel— just  a 


block  from  the  newly  opened  Ritz- 
Carlton.  (If  you  want  a  back  issue, 
ask  for  Nov.  22,  page  10. ) 

Housewives  who  once  boasted  about 
mink  coats,  or  the  outrageous  prices 
they  paid  for  that  special  kind  of 
cracker,  now  boast  of  their  cleverness 
at  saving  money.  "You  can't  com- 
pete with  the  blue-collar  truck  driver 
and  his  family  next  door  by  amass- 
ing things,"  says  Carol  Brock,  consum- 
er economist  at  Loeb,  Rhoades  &  Co. 
"He  may  earn  more  than  you  do.  But 
you  can  use  your  education  to  get 
more  out  of  your  money." 


And  so  people  do.  Use  of  cou- 
pons goes  up  with  increasing  educa- 
tion and  even,  up  to  a  point  well  above 
$15,000  a  year,  with  increasing  in- 
come. Those  same  ex-college  kids  who 
want  to  save  trees  but  live  on  par- 
quet floors,  to  save  gas  but  drive  fast 
cars  and  to  ban  nuclear  power  but 
use  frost-free  refrigerators  also  want 
it  both  ways  with  their  money.  They 
want  to  spend  less,  yet  they  also  want 
snack  foods  that  taste  right  and  de- 
odorants that  smell  right.  The  dis- 
count taint  is  still  very  real,  but  it  no 
longer  applies  to  coupons. 


Who's  Clipping  The  Coupons?  Most  likely  she's  well-educated,  in  her  30s 
or  40s,  has  several  children  and  a  weekly  grocery  bill  above  $40. 
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Handling  freight 

your  way 


is  our  way  of  serving  you 


for  you 


•  Schedules  to  fit  your  dispatch 

•  Equipment  to  fit  your  cargo 

•  Facilities  to  speed  delivery 

•  Pricing  and  marketing  concepts 
planned  with  you 

Sales  people  who  follow-up  and  follow-thru 

All  of  this  adds  up  to  doing  things  your  way.  And  to  get 
the  job  done,  Santa  Fe  has  spent  over  $11/2  billion  the  past 
10  years  for  new  equipment  and  facilities.  That's  our  way  of 
providing  better  freight  service  for  you. 

Let  our  sales  people  follow-up  and  follow-through  on  your  needs  for 
freight  service.  Call  your  nearest  Santa  Fe  Sales  Center  or  write 
Freight  Traffic,  80  East  Jackson  Blvd.,  Chicago,  III.  60604. 
Telephone  312/427-4900. 


CONSUMER  GOODS— HOUSEHOLD:  Yardsticks  of  Management  Performance 


Company 


Return  on  Equity 


PROFITABILITY 


Return  on  Total  Capital 


5-Year 
Average 


5-Year 
Rank 


Latest 
12  Months 


Debt/ 
Equity 
Ratio 


Latest 
12  Months 


5-Year 
Rank 


5-Year 
Average 


Net 
Profit 
Margin 


GROWTH 


Sales 


5-Year 
Average 


5- Year 
Rank 


Earnings/Shan 


5-Year 
Average 


5-Yeai 
Rank 


PROPRIETARY  DRUGS. 


nrrLlrtlll/CJaB 

Maytag 

27.5% 

l 

29.0% 

0.0 

28.5% 

l 

27.4% 

12.3% 

8.7% 

6 

7.9% 

5 

General  Electric 

17.9 

L 

17  7 

O  1 

U.  J 

14  5 

2 

14  5 

5  1 

80 

8 

10  7 

1 

Whirlpool 

17.4 

3 

16.8 

0.3 

13^3 

3 

13.8 

4.6 

8.1 

7 

87 

4 

Zenith  Radio 

14.2 

4 

14.5 

0.2 

12.2 

4 

13.6 

4.2 

7.2 

9 

-0.3 

8 

RCA 

14.1 

5 

13.3 

0.9 

8.5 

7 

8.6 

3.0 

7.1 

10 

8.9 

3 

Sunbeam 

11.6 

6 

11.7 

0.4 

9.2 

5 

9.6 

3.3 

15.9 

2 

10.4 

2 

Hoover  Co 

10.1 

7 

3.1 

0.0 

2.0 

6 

9.2 

1.1 

10.4 

4 

0.8 

7 

Magic  Chef 

8.3 

8 

9.9 

0.1 

9.1 

8 

7.4 

3.0 

21.5 

1 

4.3 

6 

Westinghouse  Elec 

8.2 

9 

11.3 

0.3 

8.6 

9 

6.6 

3.5 

8.9 

5 

-0.3 

9 

Tappan 

2.3 

10 

5.6 

0.6 

4.6 

10 

2.6 

1.2 

13.6 

3 

-23.9 

10 

Fedders 

def 

11 

def 

0.5 

1.7 

12 

0.6 

0.2 

4.6 

13 

P-D 

11 

Scovill  Mfg 

def 

OeT 

ft  R 

□el 

1  1 
1 1 

1  A 

riaf 
Ucl 

ii 
ii 

p.n 

1 1 

it 

Singer 

def 

13 

def 

1.2 

def 

13 

def 

def 

5.0 

12 

P-D 

11 

Medians 

10.1 

11  3 

U.J 

0.0 

O.u 

o.u 

Q  1 

0.1 

v.o 

HniKFWARrc  A  FURNISHINGS 

Black  &  Decker 

15.2% 

1 

12.4% 

0.3 

10.0% 

1 

13.4% 

5.7% 

20.2% 

1 

12.3% 

1 

Insilco 

14.5 

2 

15.8 

1.2 

9.3 

3 

8.2 

4.9 

8.6 

6 

4.5 

4 

Stanley  Works 

12.5 

3 

13.7 

0.4 

10.3 

2 

10.2 

5.3 

13.2 

3 

11.9 

2 

Talley  Industries 

11.4 

4 

13.5 

0.9 

8.2 

4 

7.8 

3.1 

3.5 

8 

6.3 

3 

Simmons 

8.6 

5 

7.7 

0.3 

6.7 

5 

7.6 

2.7 

10.3 

4 

4.1 

5 

Mohasco 

7.5 

6 

9.2 

0.7 

6.3 

6 

6.3 

2.5 

14.6 

2 

2.7 

6 

Roper  Corp 

6.6 

7 

12.1 

0.5 

9.1 

7 

5.8 

2.5 

9.2 

5 

-4.6 

7 

Ludlow  Corp 

3.2 

8 

def 

0.5 

0.9 

8 

3.8 

def 

7.3 

7 

-18.5 

8 

Medians 

10.0 

12.3 

0.5 

8.7 

7.7 

2.9 

9.8 

4.3 

Industry  Medians 

10.1 

11.7 

0.4 

8.6 

7.8 

3.0 

8.7 

4.1 
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Schering-Plough 

28.7% 

1 

25.3% 

0.0 

25.1% 

1 

27.8o/0 

17.9% 

15.1%t  2 

22.2% 

X  1 

Merck 

28.4 

2 

26.5 

0.2 

21.4 

2 

26.7 

15.5 

14.3 

4 

13.3 

3 

Eli  Lilly 

23.1 

3 

20.1 

0.0 

19.3 

3 

22.3 

15.0 

14.6 

3 

15.1 

2 

SmithKline  Corp 

22.4 

4 

22.3 

0.3 

17.8 

4 

20.0 

10.7 

11.0 

6 

6.0 

7 

Upjohn 

18.1 

5 

17.2 

0.4 

12.6 

5 

16.0 

7.7 

16.2 

1 

12.5 

4 

Pfizer 

17.5 

6 

16.5 

0.5 

11.5 

6 

14.1 

8.3 

13.3 

5 

10.3 

6 

Squibb 

16.9 

7 

16.4 

0.4 

12.1 

7 

12.6 

8.8 

8.0 

7 

10.5 

5 

Medians 

22.4 

20.1 

0.3 

17.8 

20.0 

10.7 

14.3 

12.5 

Amer  Home  Products 

30.40/0 

1 

30.20/q 

0.0 

29.30/0 

1 

30.30/a 

11.2% 

11.0% 

4 

12.1% 

1 

Bristol-Myers 

21.6 

2 

22.2 

0.1 

19.9 

2 

18.5 

7.9 

11.8 

3 

11.5 

2 

Sterling  Drug 

19.1 

3 

16.5 

0.0 

15.6 

3 

17.8 

7.8 

10.2 

5 

7.6 

5 

Warner-Lambert 

16.6 

4 

15.7 

0.2 

12.4 

4 

14.4 

7.3 

14.8 

1 

10.5 

3 

Richardson-Merrell 

14.0 

5 

14.2 

0.2 

12.3 

5 

13.2 

6.5 

12.0 

2 

9.1 

4 

Miles  Laboratories 

13.3 

6 

10.9 

0.8 

7.1 

6 

8.4 

3.5 

8.1 

7 

7.2 

6 

Morton-Norwich 

8.4 

7 

def 

0.5 

0.3 

7 

6.6 

def 

9.9 

6 

-4.5 

7 

Medians 

16.6 

15.7 

0.2 

12.4 

14.4 

7.3 

11.0 

9.1 

HEALTH  CARE  PRODUCTS  &  SERVICES 

G  D  Searle 

24.80/q 

1 

18.40/0 

0.9 

12.40/0 

2 

17.7% 

10.00/0 

26.4% 

4 

12.9% 

7 

Johnson  &  Johnson 

18.7 

2 

17.4 

0.0 

16.7 

1 

18.1 

8.3 

15.9 

9 

16.8 

5 

Abbott  Laboratories 

17.5 

3 

20.5 

0.5 

14.5 

3 

12.8 

8.1 

14.6 

10 

13.4 

6 

Hospital  Corp  of  Am 

15.2 

4 

17.6 

1.9 

7.5 

8 

7.4 

5.9 

39.4 

1 

25.0 

2 

Baxter  Travenol 

15.0 

5 

14.9 

0.4 

11.7 

7 

9.8 

8.7 

23.1 

5 

19.9 

4 

Becton,  Dickinson 

14.9 

6 

14.2 

0.3 

11.2 

5 

10.9 

8.0 

14.6 

11 

12.4 

9 

Bausch  &  Lomb 

13.0 

7 

15.0 

0.4 

11.2 

6 

10.0 

5.2 

16.1 

8 

20.2 

3 

Humana 

12.6 

8 

13.9 

2.8 

5.1 

10 

5.9 

2.9 

32.9 

3 

28.1 

1 

Amer  Hospital  Supply 

12.1 

9 

12.8 

0.2 

11.2 

4 

11.3 

4.7 

17.5 

7 

12.7 

8 

Amer  Medical  Intl 

9.6 

10 

10.5 

1.6 

5.6 

9 

6.3 

3.0 

37.0 

2 

11.6 

1C 

American  Medicorp 

6.8 

11 

9.5 

1.0 

5.8 

11 

4.8 

4.6 

I8.3t 

6 

3.3* 

11 

Medians 

14.9 

14.9 

0.5 

\u 

10.0 

5.9 

m 

134 

Industry  Medians 

16.9 

16.5 

0.4 

m 

13.2 

7.9 

R6 

12.4 

All-industry  Medians 

12.7 

12.9 

0.4 

9.8 

9,1 

4.6 

11.8 

94 

Note:  Explanation  of  Yardstick  calculations  on  page  39.      t  Four-year  growth.      P-D  Profit  to  Deficit. 
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The  Austin 
Method: 

a  remarkably  efficient 
discipline  that  delivers 
facilities  on-time, 
within  budget 


Austin  Method  was 
igned  to  reduce  the 
lest  cost  of  construc- 
—  time.  By  cutting 
(n  on  time,  your  facility 
n-stream  faster.  Your 
rest  on  capita!  is  lower, 
r  return  on  invested 
ital  begins  sooner, 
he  Austin  Method  is  a 
lplete  system  of  design, 
ineering  and  construc- 
services  developed 
ffer  facility  owners  a 
5le  contract  responsibil- 
hrough  which  Austin 
lages  all  phases  of 
job  right  down  to  the 
illest  subcontractor. 
,ustin  engineers  begin 
building  program  with 
)mplete  analysis  of  your 
jirements.  Land  surveys.  Site 
luation.  Economic  feasibility 
lies. 

iesides  your  future  requirements 
tin  studies  your  present  oper- 
ns.  Knowing  how  you  work 


With  traditional  building  construction,  preliminary  design  (A)  and 
detail  drawings  (B)  must  be  complete  before  cost  is  established  (C). 
With  The  Austin  Method,  cost  is  established  during  preliminary  de- 
sign. Construction  (D)  begins  virtually  upon  approval,  thus  reducing 
time  until  occupancy  and  providing  an  earlier  start-up. 


now  can  make  a  big  difference  in 
building  your  future. 

Unlike  ordinary  construction,  The 
Austin  Method  helps  you  plan  your 
business  as  well  as  your  building. 

While  Austin  engineers  have 


been  studying  how  you 
work,  they've  also  been 
designing  the  way  your  new 
facility  will  work.  Costs  have 
been  figured.  So  when  you 
see  the  design  proposal, 
you'll  also  see  the  cost. 

And  while  with  conven- 
tional methods,  procure- 
ment bids  would  just  begin, 
with  The  Austin  Method, 
construction  can  start. 
Months  have  been  cut  out 
of  the  elapsed  time.  Costs 
have  been  controlled. 

Whether  you  need  a  facil- 
ity for  chemical  processing, 
banking,  broadcasting,  pulp 
and  paper,  metalworking,  or 
food  processing,  The  Austin 
Method  will  deliver  it.  For 
nearly  a  century  we  have 
applied  the  disciplines  of  The 
Austin  Method  in  the  development 
of  facilities  for  others.  It  works. 

For  further  details,  write 
The  Austin  Company,  Cleveland, 
Ohio  44121. 


Si 

THE  AUSTIN  METHOD 

A  CAPITAL  IDEA 


children  require:  clothing,  cribs,  baby 
food.  Just  look  at  Gerber's  slow  five- 
year  sales  growth  (7.3%),  which  it's 
trying  to  bolster  by  pushing  sales 
overseas  and  by  moving  into  catsup, 
peanut  spread  and  life  insurance. 

The  bend  also  means  less  heavy 
use  and  replacement  of  appliances, 
carpeting,  furniture  and  dishware. 
This  effect  has  been  masked  by  a  re- 
bound from  the  recession,  but  sales 
growth  in  all  these  areas,  save  a  few 
exceptions  like  microwave  ovens,  is 
already  beginning  to  taper  off.  For 
example,  Maytag's  first-quarter  1976 
sales  of  $72  million  were  ahead  35% 
from  a  year  earlier,  whereas  third- 
quarter  sales,  also  $72  million,  were 
ahead  barely  3%.  Similarly,  Simmons, 
the  mattress  maker,  showed  a  16% 
sales  gain  in  the  first  quarter  and  only 


a  5%  gain  in  the  third,  with  profits 
actually  dropping  11%. 

The  slowdown  in  new  household 
formations  stems  partly  from  the  slow- 
down in  births  and  partly  from  high- 
er housing  costs.  But  it  is  also  due  to 
the  fact  that  "undoubling"  has  almost 
run  its  course:  Until  30  years  ago,  al- 
most everyone  lived  in  families.- Chil- 
dren moved  out  only  to  get  married; 
any  other  reason  was  vaguely— or 
specifically-*-irnrnoral.  Then  all  that 
changed.  Young  people  started  un- 
doubling—living  on  their  own— and  fill- 
ing up  their  new  households  with 
goods.  More  recently,  liberalized  di- 
vorce laws  (and  attitudes)  produced 
a  large  number  of  people  leaving  their 
homes  for  the  second  time— divorcees. 
Finally,  the  elderly  stopped  moving  in 
with  their  children  and  instead  went 


to  Florida,  to  retirement  communities 
or  to  small  urban  apartments. 

Now  that  trend,  while  showing  no 
signs  of  reversing,  has  about  run  its 
course.  The  huge  jump  in  household 
formations  is  over.  Household  growth 
will  once  again  depend  on  popula- 
tion growth— which  is  slow.  In  fact, 
the  high  cost  of  housing  has  ev  en  sent 
some  young  people  back  into  the 
clutches  of  parents  or  roommates  to 
share  the  costs  of  housing  and  house- 
hold goods— and  buy  less  of  them. 

However,  this  slowdown  in  house- 
hold growth  poses  little  threat  to  the 
cosmetics  and  health-care  compa- 
nies. Bought  by  individuals,  not 
households,  their  products  contribute 
to  the  quality  of  life  in  a  way  that 
mere  possessions  cannot.  Who 
wouldn't  trade  a  new  shirt  from  Ge- 
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PROFITABILITY 


Return  on  Equity 


Return  on  Total  Capital 


Company  Amage 


5-Year  Latest 
Rank     12  Months 


Debt/ 
Equity 
Ratio 


Latest  5-Year 
12  Months  Rank 


5-Year 
Average 


GROWTH 


Sales 


Earnings/Share 


Net 
Profit 
Margin 


5-Yeai 
Average 


5- Year 
Rank 


5-Year 
Average 


5-Year 
Rank 


APPAREL 


Levi  Strauss 

22.2% 

1 

35.9% 

0.3 

29.50/0 

1 

18.2% 

8.3% 

25.9% 

1 

23.8% 

1 

Blue  Bell 

19.2 

2 

34.2 

0.3 

27.9 

2 

15.9 

7.8 

19.9 

2 

20.5 

2 

Oxford  Industries 

18.8 

3 

17.3 

0.3 

13.2 

4 

12.5 

3.7 

12.1 

5 

20.1 

3 

VF  Corp 

17.9 

4 

16.2 

0.2 

13.6 

3 

15.5 

5.9 

13.0 

4 

15.3 

4 

Kellwood 

11.7 

5 

14.5 

0.7 

10.2 

5 

9.2 

2.0 

8.8 

8 

1.2 

6 

Hanes 

9.1 

6 

17.8 

0.4 

14.3 

7 

7.4 

4.9 

13.5 

3 

6.8 

5 

Jonathan  Logan 

9.1 

7 

9.5 

0.2 

8.1 

6 

7.5 

4.2 

6.5 

12 

-2.0 

8 

Hart  Schaff  &  Marx 

7.7 

8 

6.9 

0.4 

6.4 

8 

6.8 

2.3 

7.5 

10 

-1.9 

7 

Phillips-Van  Heusen 

5.0 

9 

5.6 

0.5 

5.2 

10 

4.4 

1.7 

7.1 

11 

-3.8 

9 

Cluett,  Peabody 

4.9 

10 

10.7 

0.3 

9.6 

9 

5.1 

2.9 

4.4 

13 

-13.4 

10 

Warnaco 

3.7 

11 

def 

0.7 

def 

12 

4.1 

def 

8.8 

7 

-16.8 

11 

Manhattan  Industries 

2.2 

12 

11.6 

0.6 

8.4 

13 

3.4 

1.9 

10.0 

6 

-30.0 

12 

Genesco 

def 

13 

5.4 

0.9 

4.5 

14 

0.1 

1.1 

2.0 

14 

P-D 

13 

Rapid-American 

def 

14 

def 

4.8 

4.2 

11 

4.2 

def 

7.6 

9 

P-D 

13 

Medians  8.4 

11.2 

0.4 

9.0 

7.1 

2.6 

8.8 

-2.0 

TEXTILES 
Riegel  Textile 
Collins  SAikman 
Cone  Mills 
Reeves  Brothers 
West  Point-Pepperell 
Burlington  Inds 
Fieldcrest  Mills 
J  P  Stevens 
Cannon  Mills 
Springs  Mills 
Dan  River 
M  Lowenstein  &  Sons 
United  Merch  &  Mfrs 

Medians 

SHOES 

Melville 
McDonough 
Interco 
United  States  Shoe 
Brown  Group 
SCOA  Industries 

 Medians 

Industry  Medians 
All-Industry  Medians 


12.5% 

1 

19.2% 

0.3 

13.60/0 

3 

8.6% 

5.2o/o 

9.2% 

3 

19.8o/o 

2 

11.9 

2 

15.8 

0.2 

13.4 

2 

9.8 

5.0 

10.5 

2 

0.1 

10 

11.6 

3 

19.0 

0.3 

15.5 

1 

10.3 

6.0 

8.8 

4 

31.3 

1 

10.4 

4 

12.9 

0.1 

11.2 

5 

8.3 

4.1 

5.5 

10 

7.2 

7 

9.3 

5 

11.4 

0.2 

10.3 

4 

8.4 

3.8 

8.7 

5 

10.0 

6 

9.2 

6 

11.7 

0.5 

8.9 

6 

7.1 

4.6 

4.8 

13 

1.7 

8 

9.1 

7 

13.3 

0.7 

9.1 

7 

6.7 

3.8 

7.5 

7 

-0.1 

11 

7.2 

8 

10.2 

0.5 

7.9 

9 

5.9 

3.0 

5.3 

11 

10.3 

5 

6.4 

9 

7.2 

0.0 

7.2 

8 

6.4 

4.2 

5.1 

12 

0.6 

9 

5.0 

10 

5.1 

0.3 

4.6 

10 

4.7 

2.3 

13.2 

1 

16.8 

4 

4.1 

11 

7.3 

0.7 

5.6 

11 

3.8 

2.0 

8.3 

6 

19.0 

3 

1.6 

12 

1.5 

0.8 

1.9 

13 

2.4 

0.4 

7.1 

8 

-23.7 

12 

1.1 

13 

def 

1.0 

def 

12 

2.6 

def 

6.1 

9 

-29.8 

13 

9.1 

11.4 

0.3 

8.9 

6.7 

3.8 

7.5 

7.2 

24.5% 

1 

28.5% 

0.1 

25.1% 

1 

20.6o/0 

5.0% 

17.4Q/o 

1 

13.0O/O 

2 

17.2 

2 

19.7 

0.3 

16.0 

3 

12.9 

5.7 

9.0* 

5 

17.6* 

1 

14.6 

3 

14.8 

0.1 

13.4 

2 

13.3 

4.9 

11.9 

2 

8.8 

3 

13.6 

4 

19.9 

0.4 

15.1 

4 

10.6 

4.6 

11.2 

4 

6.5 

4 

10.9 

5 

11.3 

0.5 

8.7 

5 

9.3 

2.6 

11.7 

3 

-0.1 

5 

7.8 

6 

19.1 

0.8 

12.2 

6 

5.7 

1.6 

8.8 

6 

-7.0 

6 

14.1 

19.4 

0.4 

14.3 

11.8 

4.8 

11.5 

7.7 

9.1 

11.7 

0.4 

9.6 

7.4 

3.8 

8.8 

1.7 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

ick  calculations  on  page  39. 

$  Four-year  growth. 

P-D  Profit  to  deficit. 

def  Deficit. 
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Some  of  the  worst  traffic  jams  you  never  see. 


If  you  think  city  streets  are  becoming 
congested,  you  should  see  what's  happening 
beneath  them. 

Communication  cables  under  the  streets 
get  busier  almost  every  day.  They're  carrying 
more  and  more  telephone  calls,  computer  data, 
TV  signals  —  electronic  traffic  of  all  kinds. 

In  city  after  city,  it  seems  the  only  way  to 
keep  up  is  to  tear  up  the  streets,  and  install  more 
conduits  for  more  cables. 

Well,  the  people  of  ITT  have  come  up 
with  a  different  answer  — optical  fibers.  Threads 
of  ultrapure  glass,  almost  as  slender  as  a 


human  hair.  Over  these  fibers,  we  can  com- 
municate by  light— laser  light. 

ITT  has  pioneered  a  way  to  do  this, 
practically  and  economically. 

Eventually,  v/e  could  replace  today's  under- 
ground cables  with  cables  of  optical  fibers  no 
thicker  than  an  ordinary  pencil— expanding 
capacity  by  carrying  thousands  of  times  more 
information  in  the  same  space. 

We  could  end  the  congestion  below  our 
streets,  without  tearing  them  up  to  do  it. 

The  best  ideas  are  the    |  1 1 1 1 1 1 
ideas  that  help  people.  Ill 


International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue.  New  York.  N  Y  10022 


nesco  for  a  perfume  from  Revlon  that 
purports  to  change  one's  whole  im- 
age? Or  a  carpet  from  Mohasco  for  a 
breast  X  ray  that  will  set  one's  mind 
at  ease?  Several  drug  companies 
—Merck,  Upjohn,  Eli  Lilly  and  John- 
son &  Johnson— have  brought  out 
antiarthritis   drugs,   creating  a  new 


$700-million  worldwide  market  that 
should  grow  by  25%  this  year.  As  long 
as  the  cosmetics  and  drug  firms  con- 
tinue to  introduce  products  like  these, 
they  should  continue  to  enjoy  the  high 
returns  they  are  now  making. 

The  lesson  for  business  is  this:  Al- 
though consumers'  incomes  are  rising 


CONSUMER  GOODS— FOOD  &  DRINK:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


L 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Net 


Earnings/Shar 


Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5- Year 

5-Year 

5-Yea 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

General  Mills 

17.1% 

1 

18.3% 

0.4 

13.1% 

5 

11.7% 

4.0o/0 

18.3% 

3 

12.9% 

5 

Ro  afrit**  a  FnnHc 
DCdUHC  lUUUi 

17.0 

2 

16.6 

03 

13.6 

1 

14.5 

3.3 

19  9 

2 

10.2 

9 

CPC  International 

16.5 

3 

18.2 

0.3 

14.5 

3 

12.8 

4.4 

12.7 

6 

10.3 

7 

Ralston  Purina 

16.4 

4 

18.7 

0.6 

12.4 

7 

11.6 

3.7 

13.9 

4 

13.0 

4 

Standard  Brands 

16.4 

5 

17.3 

0.5 

11.7 

8 

11.0 

3.8 

10.3 

14 

9.4 

11 

General  Foods 

14.9 

6 

18.1 

0.2 

14.0 

6 

11.7 

4.1 

11.2 

11 

5.6 

15 

Norton  Simon 

14.3 

7 

13.9 

0.3 

9.3 

9 

9.8 

5.5 

9.4 

16 

11.2 

6 

Campbell  Soup 

14.0 

8 

15.0 

0.0 

13.9 

2 

13.3 

6.1 

9.2 

17 

7.8 

13 

Kraft 

13.8 

9 

15.8 

0.2 

13.3 

4 

11.8 

3.0 

10.1 

15 

7.7 

14 

Pillsbury 

13.5 

10 

14.2 

0.5 

10.3 

15 

9.1 

3.1 

11.6 

9 

10.2 

8 

Kane-Miller 

13.4 

11 

11.4 

0.8 

8.6 

13 

9.3 

1.3 

22.6* 

1 

29.2* 

1 

Castle  &  Cooke 

13.0 

12 

13.9 

0.6 

9.6 

14 

9.2 

5.0 

11.8 

8 

16.6 

2 

Intl  Multifoods 

12.6 

13 

14.6 

0.5 

10.2 

12 

9.3 

2.3 

13.6 

5 

13.3 

3 

H  J  Heinz 

11.9 

14 

13.6 

0.2 

10.7 

11 

9.5 

3.9 

12.5 

7 

9.1 

12 

Consolidated  Foods 

11.7 

15 

15.8 

0.3 

12.1 

10 

9.6 

3.3 

10.4 

13 

2.1 

18 

Borden 

10.9 

16 

12.5 

0.4 

9.6 

16 

8.4 

3.2 

10.7 

12 

10.1 

10 

Fairmont  Foods 

10.1 

17 

11.5 

0.7 

7.6 

17 

7.5 

1.4 

8.3 

19 

2.8 

16 

Pet 

8.6 

18 

9.8 

0.4 

7.4 

18 

6.7 

2.4 

7.3 

20 

2.3 

17 

Di  Giorgio 

4.8 

19 

5.8 

1.1 

4.7 

19 

4.6 

0.6 

9.0 

18 

-10.5 

19 

United  Brands 

0.4 

20 

3.6 

0.8 

3.7 

20 

2.2 

0.7 

11.5 

10 

-31.8 

20 

Ward  roods 

tint 

def 

a  si 

A  ft 

4.U 

ft  9 

U.Z 

Li 

def 

tint 

oer 

o  9 

i.C 

91 

d  n 

r-U 

91 
LI 

rYlcOldria 

14.4 

in  3 

IU.9 

9.9 

o.a 

11  7 

11.4 

Q  A 

FOOD  SPECIALISTS- 

Kellogg 

25.7% 

1 

31.4% 

0.2 

25.30/q 

l 

22.6% 

9-5% 

13.4% 

6 

12.5% 

5 

Amstar 

17.0 

2 

18.2 

0.2 

12.4 

9 

10.4 

3.9 

13.7 

5 

16.3 

3 

Carnation 

16.9 

3 

17.6 

0.3 

13.8 

3 

13.5 

4.7 

12.2 

8 

13.2 

4 

Wm  WrigleyJr 

16.7 

4 

20.2 

0.0 

19.5 

2 

16.3 

8.6 

10.9 

10 

7.9 

9 

McCormick  &  Co 

16.2 

5 

17.0 

0.4 

12.9 

5 

12.7 

4.5 

15.0 

1 

16.3 

2 

Campbell  Taggart 

15.8 

6 

17.4 

0.3 

12.8 

6 

12.7 

3.0 

12.9 

7 

11.8 

6 

Hershey  Foods 

15.3 

7 

21.1 

0.1 

17.3 

7 

12.0 

7.5 

9.1 

11 

6.4 

10 

Nabisco 

15.0 

8 

18.4 

0.5 

11.9 

8 

10.5 

3.7 

15.0 

2 

3.6 

12 

Gerber  Products 

13.9 

9 

17.0 

0.1 

15.2 

4 

13.0 

6.4 

7.3 

14 

i.7 

14 

Del  Monte 

1 o.  n 

10. 0 

in 

1  A  Q 
14. 0 

ft  K 
U.D 

1  ft  0 

1U.J 

1 1 
11 

Q  A 

0  A 

0.4 

1 1  *> 

n 
9 

o  c 
».o 

7 
/ 

Quaker  Oats 

13  6 

11 

14.3 

0.3 

10  0 

10 

9  9 

3.8 

14  9 

3 

90 

g 

Green  Giant 

8.6 

12 

3.0 

0.7 

3.9 

13 

6.4 

0.9 

13.9 

4 

2.4 

13 

Stokely-Van  Camp 

8.1 

13 

6.0 

0.5 

5.1 

12 

6.9 

1.6 

8.2 

13 

5.9 

11 

Interstate  Brands 

6.5 

14 

9.1 

0.4 

6.7 

14 

5.1 

1.1 

8.6 

12 

-7.5 

15 

American  Bakeries 

3.3 

15 

13.4 

0.5 

8.6 

15 

3.3 

1.2 

4.2 

15 

72.7 

1 

Medians 

15.0 

17.0 

0.3 

12.4 

10.5 

3.8 

12.2 

9.0 

Coca-Cola 

24.4% 

1 

22.8% 

0.0 

21.5% 

1 

22.8% 

9-3% 

12.3% 

7 

10.9% 

7 

Royal  Crown  Cola 

19.5 

2 

20.6 

0.1 

19.8 

2 

18.7 

5.8 

18.8 

2 

12.2 

2 

PepsiCo 

18.6 

3 

20.2 

0.4 

14.5 

4 

12.9 

5.0 

16.0 

3 

11.4 

4 

Heublein 

17.7 

4 

18.9 

0.5 

13.2 

3 

13.1 

4.0 

21.0 

1 

11.0 

6 

Adolph  Coors 

16.7 

5 

17.0 

0.0 

16.3 

** 

12.5 

16.0* 

4 

11.3* 

5 

Jos  Schlitz  Brewing 

16.3 

6 

16.9 

0.6 

10.7 

5 

12.2 

5.4 

14.5 

5 

11.5 

3 

Anheuser-Busch 

14.6 

7 

11.7 

0.5 

7.8 

7 

11.0 

4.7 

13.2 

6 

6.5 

9 

National  Distillers 

12.5 

8 

14.7 

0.3 

11.1 

9 

8.8 

6.0 

5.4 

10 

15.6 

1 

Hiram  Walker 

12.1 

9 

10.2 

0.0 

9.4 

6 

11.5 

6.3 

4.8 

12 

4.5 

10 

Pabst  Brewing 

11.4 

10 

13.3 

0.0 

12.0 

8 

10.4 

4.2 

9.9 

8 

4.2 

11 

Seagram 

9.1 

11 

8.8 

0.5 

7.1 

10 

7.5 

3.9 

6.3 

9 

6.6 

8 

F  &  M  Schaefer 

def 

12 

def 

4.5 

def 

11 

def 

def 

5.2 

11 

P-D 

12 

Medians 

15.5 

15.8 

0.4 

11.6 

11.5 

5.2 

12.8 

11.0 

Industry  Medians 

m 

14.9 

0.4 

11.4 

104 

3.9 

11.6 

9.5 

Ail-industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

U 

Note:  Explanation  of  Yardstick  calculations  on  page  39. 

$  Four-year  growth. 

P-D  Profit  to  Deficit. 

def  Deficit.       **  Not  available;  not  ranked. 
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OHIO... 
The  Heart  of 
America's 
Largest 

Market. 

I  you're  looking  for  a  new  industrial  site,  remember: 


In  Ohio,  you're  naturally  closer  to  more  cus- 
rs  and  prospects.  Within  600  miles  of  Ohio  you'll 
[  two-thirds  (67%)  of  America's  population.  Plus 
gnificant  portion  of  the  growing 
ladian  market  as  well.  Your 
ducts  are  within  overnight 
isportation  of  18  of  the 


25  U.S.  markets 

In  Ohio,  you're 
the  center  of  the 
rld's  best  labor 
ply.  Ohio  has  one 
the  world's  most 
led  and  productive 
rk  forces  ready  to 
ve  you.  They're  here 
v.  They  are  trained, 
led  and  ready  to  go  to 
rk  for  you.  And  if  you 
mid  need  special  skills, 
'11  help  you  train  people 

them. 

In  Ohio,  transportation  is  a  big 
antage.  Ohio  is  the  hub  of  America's 
irstate  Highway  System.  When  your 
duct  is  heading  for  America's  markets, 
re's  better  than  an  even  chance  you'll  have  to 
le  through  Ohio.  So  why  not  start  here?  Ohio 

six  deep-water  ports  on  Lake  Erie  to  accom- 
date  ocean  shipping,  and  a  string  of  Ohio  River 
dings  for  economical  barge  access  to  interna- 
lal  waters.  Extensive  rail  facilities  with  plenty 
piggyback  ramps  criss-cross  the  state,  and  seven 
jor  air  terminals  serve  the  needs  of  all  Ohio. 

In  Ohio,  state  and  local  governments  work 
ether  to  help  industry  prosper.  Ohio  wants  your 


business.  We'll  help  you  cut  red  tape,  help  you  find 
a  location,  and  help  you  take  advantage  of  the  busi- 
ness benefits  available  to  you.  We  want  to  help  you 

make  a  profit. 


In  Ohio,  you'll 
find  a  great 
place  to  live 
and  work. 

When  it 
comes  to 
good  living, 
Ohio  has  it 
all.  We  have 
a  great  state 
park  system, 
plenty  of  room  for 
camping,  hunting,  fish- 
ing, boating,  miles  and 
miles  of  solitude,  the  best 
in  major  league  sports,  and 
the  finest  in  music  and  art. 
And  no  matter  where  you  are 
in  Ohio,  you're  within  30  miles  of 
an  institution  of  higher  education. 
Ohio  has  a  truly  well  rounded  cultural, 
recreational  and  educational  environment. 
We'd  like  to  tell  you  more  about  Ohio,  its 
people,  its  location  and  transportation  advan- 
tages, its  livability,  and  our  attitude  towards 
business. 


Governor,  State  of  Ohio 

Write  or  call  James  A.  Duerk,  Director,  Ohio 
Department  of  Economic  and  Community  Develop- 
ment, Box  1001,  Columbus,  O.  43216  (614)  466-3379. 


Profit  is  NOTa  dirty  word  in  Ohio. 


Transportation 


Unless  the  economy  picks  up  more  than  most  people  expect 
—or  unless  the  Carter  people  prove  suddenly  sympathetic 
on  rate  increases— the  transportation  industry  will  be  hard 
put  to  maintain  in  1977  the  earnings  gains  made  in  1976. 


Feedback,  as  the  engineers  define  it, 
is  the  return  of  certain  information 
about  the  output  of  a  process  so  as  to 
adjust  or  control  the  process  itself. 
But  the  information  thus  fed  back 
must  arrive  quickly  enough  to  in- 
fluence the  process  in  the  desired  di- 
rection. If  it  is  too  slow  in  coming, 
or  if  the  process  itself  takes  too  long 
to  respond,  then  the  entire  system  is 
said  to  be  out  of  control. 

Much  of  the  transportation  indus- 
try is,  in  the  engineers'  sense,  dan- 
gerously close  to  being  out  of  control 
these  days.  In  an  inflationary  situa- 
tion, the  carriers  are  hit  by  the  tardi- 
ness of  the  regulatory  agencies  and 
by  their  reluctance  to  grant  the  full 
measure  of  rate  relief  that  rising  costs 
already  justify.  There  is  one  consola- 
tion: The  delayed  feedback  has  an 
opposite  effect  when  inflation  slows 
down,  giving  rates  a  chance  to  catch 
up  and  even  get  ahead  of  inflation. 


As  a  result  of  this  reverse  lag,  most 
of  the  transportation  companies  did 
better  last  year.  Airline  industry  prof- 
its recovered,  railroad  profits  were  up 
about  40%  and  truck  profits  43%.  But 
most  of  them  still  have  a  long  road  to 
travel.  Return  on  equity  for  airlines, 
as  the  Yardsticks  indicate,  averaged 
just  5.1%,  and  for  railroads  just  7.7%, 
well  below  the  12.9%  average  for  U.S. 
industry  as  a  whole. 

The  recovery  of  the  airlines  was  a 
case  in  point  of  how  belated  rate  in- 1 
creases  leveraged  the  other  favorable 
factors— specifically,  an  overall  im- 
provement in  business  and  a  modera- 
tion in  cost  rises.  For  the  12  months 
prior  to  November  1975  the  Civil 
Aeronautics  Board  had  refused  to 
grant  any  rate  relief,  while  costs  were 
soaring  and  traffic  was  weak.  But  by 
the  end  of  last  year  it  had  granted 
four  small  increases  amounting  to  10%, 
a  by  no  means  small  10%— each  1%  on 


TRANSPORTATION-SURFACE:  Yardsticks  of  Management  Performance 


PROFITABILITY 

GROWTH 

1 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Shan 

Debt/ 

Net 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5- Year 

5-Year 

Profit 
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Rank 
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Average 
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Average 

Rank 

Missouri  Pacific 

30.2%tt  1 

28.9<y0 

1.8 

8.3o/o 

1 

8.0%tt  5.5o/o 

** 

** 

Southern  Railway 

10.1 

2 

10.7 

0.6 

6.1 

3 

5.9 

9.1 

8.8% 

7 

14.1% 

6 

Norfolk  &  Western  Ry 

8.6 

3 

12.3 

0.6 

6.6 

8 

4.9 

10.5 

2.1 

12 

11.1 

7 

Union  Pacific 

8.2 

4 

9.5 

0.3 

6.6 

2 

6.0 

8.8 

15.4 

2 

14.5 

5 

Chessie  System 

8.2 

5 

9.7 

0.7 

5.8 

7 

4.9 

7.5 

5.6 

10 

29.3 

2 

Seaboard  Coast  Line 

8.1 

6 

7.8 

0.9 

5.4 

5 

5.5 

5.6 

19.3 

1 

18.3 

4 

Santa  Fe  Industries 

7.5 

7 

7.7 

0.4 

5.5 

4 

5.5 

7.6 

10.2 

4 

18.5 

3 

IC  Industries 

7.1 

8 

7.0 

0.6 

4.8 

6 

5.1 

3.4 

14.3 

3 

9.6 

8 

Southern  Pacific 

5.9 

9 

6.3 

0.4 

4.3 

9 

4.2 

6.2 

7.0 

9 

3.9 

9 

St  Louis-San  Fran  Ry 

4.7 

10 

5.0 

0.8 

3.5 

11 

3.3 

3.4 

7.84 

8 

-l.lt 

10 

Burlington  Northern 

4.1 

11 

5.3 

0.5 

4.1 

10 

3.4 

4.7 

9.1 

5 

34.7 

1 

Chicago  Milwaukee 

def 

12 

def 

0.5 

0.1 

12 

0.6 

def 

8.8 

6 

D-D 

11 

Chicago  Rock  Island 

def 

13 

def 

0.6 

def 

13 

def 

def 

5.3 

11 

D-D 

11 

Medians 

7.5 

7.7 

0.6 

5.4 

4.9 

5.6 

8.8 

12.6 

TRUCKERS. 

Yellow  Freight  System 

32.3<y0 

1 

27.8o/o 

0.3 

19.3% 

2 

17.5% 

6.8o/o 

19.3% 

2 

23.80/0 

2 

Roadway  Express 

27.6 

2 

23.8 

0.0 

23.0 

1 

26.0 

7.2 

17.4 

4 

26.1 

1 

Leaseway  Transportn 

26.2 

3 

24.5 

1.7 

10.0 

5 

9.5 

4.8 

13.1 

5 

23.3 

3 

McLean  Trucking 

22.4 

4 

21.1 

0.4 

14.3 

3 

14.0 

4.0 

18.0 

3 

18.7 

4 

Conso!  Freightways 

17.8 

5 

23.0 

0.3 

17.1 

4 

12.1 

4.5 

11.8 

6 

9.6 

5 

Ryder  System 

8.4 

6 

16.9 

1.9 

7.7 

6 

5.6 

3.3 

25.3 

1 

-1.3 

6 

Medians 

24.3 

23.4 

0.4 

15.7 

13.1 

4.7 

17.7 

21.0 
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;s,  assuming  no  change  in  traffic, 
as  about  $100  million  or  so  into 
ines'  coffers.  The  CAB  had  also 
;rsed  its  earlier  favorable  attitude 
ard  discount  fares,  which  the  air- 
I  approve. 

Tie  impact  of  these  developments 
i  multiplied  by  a  sharp  traffic  rise 
i  as  much  as  13%  in  the  first  half 
1976).  The  result  was  a  return  to 
Stability:  From  a  loss  of  nearly 
0  million  in  1975,  the  industry 
\e  back  last  year  to  earn  some 
0  million.  But  is  a  $300-million 
fit  a  respectable  showing  for  an 
jstry  with  aggregate  revenues  of 
billion  and  net  worth  of  $4.2  bil- 
?  Scarcely. 

Lnd  this  year  does  not  promise  any 
rovements,  at  least  early  ones,  on 

scale  of  last  year.  True,  airline 
Be  should  gain  along  with  the 
nomy,  and  yield  per  passenger  mile 
uld  improve  because  of  the  carry- 
r  effect  of  the  CAB's  most  recent 
:  increases.  But  wages  are  or  will 
up  10%  to  11%,  and  fuel  could  be 
crusher:  Each  percentage  point 
:  the  Organization  of  Petroleum 
lorting  Countries  adds  to  the  price 
crude  translates  into  about  one- 
"th  of  a  cent  per  gallon,  or  a  total 
ome  $13  million  across  the  indus- 
Will  the  CAB  grant  offsetting  rate 
if?  The  two  Democratic  members 
the  CAB  would  probably  have 
ced  at  doing  so.  Will  the  Carter 
ninistration  be  responsive  to  the 
Ines'  needs  for  better  profits  to  fl- 
ee new  equipment,  including  the 
rly  required  noise-control  equip- 
lt?  Or  will  Carter  be  more  respon- 

to  consumer  feelings?  Voters  ride 
ines,  and  voters  don't  like  to  pay 
li  fares. 

ome  airlines  will  get  an  income 
st  from  last  year's  tax  law  changes, 


They  Are  Used  To  Their  Fetters 


Why  is  it  that  businessmen  so  fre- 
quently complain  about  government 
regulation,  then  jump  to  its  defense 
the  moment  it's  challenged?  Take  the 
transportation  industry,  for  example. 
The  Ford  Administration,  taking  seri- 
ously its  free-enterprise  principles, 
pushed  for  less  regulation  in  transpor- 
tation. So  did  Senator  Edward  Kenne- 
dy (Dem.,  Mass.)  and  Senator  How- 
ard Cannon  (Dem.,  Nev. ).  And  were 
the  truckers  and  airlines  happy?  They 
were  frightened  half  to  death. 

Why?  Are  these  businessmen  hypo- 
crites? Not  necessarily. 

Explains  James  Callison,  vice  pres- 
ident of  law  and  regulatory  affairs  for 
Delta  Air  Lines:  "First,  what  they're 
proposing  would  not  remove  regula- 
tion but  substitute  new  and  different 
forms  of  regulation.  We  think  it  would 
destroy  the  airline  system  that  we 
have  today." 

Callison  says  the  airlines  have 
learned  to  live  with  the  Civil  Aero- 
nautics Board.  "We  sometimes  dis- 
agree with  the  CAB,  but  we  are  a 
public  utility,  or  at  least  a  quasi-pub- 
lic utility,  and  we  think  you  can  have 
a  good  transportation  system  only 
with  some  sensible  regulation." 

The  truth  is  that  the  airline  indus- 
try essentially  gave  up  the  notion  of 
free  enterprise  nearly  40  years  ago 
when  the  Civil  Aeronautics  Act  was 


passed.  It  agreed  to  provide  nation- 
wide service— on  both  profitable  and 
unprofitable  routes— in  return  for  route 
security  and  reasonable  fares. 

The  reformers  are  calling  for, 
among  other  things,  free  or  freer  en- 
try into  and  exit  from  the  business  and 
greater  pricing  flexibility.  The  airlines 
say  that  that  would  result  in  a  con- 
centration of  service  in  the  heaviest 
traveled,  most  profitable  routes  and  a 
lessening  or  abandoning  of  service  in 
the  rest.  Everyone  would  want  to  fly 
New  York  to  Chicago.  No  one  would 
want  to  fly  to  Moab,  Utah.  The  air- 
lines certainly  have  a  case.  Do  we 
want  to  make  travel  cheaper  on  some 
routes  by  making  it  prohibitively  ex- 
pensive on  less  traveled  routes? 

Deregulation  was  proposed  for  the 
giant  trucking  industry,  too,  but  there 
deregulation  has  become  a  dead  let- 
ter. The  trucking  lobby,  backed  by 
the  Teamsters,  has  made  sure  that 
the  Government  got  the  message  that 
truckers  didn't  want  it. 

But  airline  deregulation  is  not 
dead.  Trucking  charges  are  mostly  in- 
visible to  the  public— whereas  airline 
fares  aren't.  Proposals  to  deregulate 
airlines— and  possibly  bring  down 
rates— are,  therefore,  politically  sexy. 
The  Nader  people,  for  example,  are 
still  hot  for  airline  deregulation.  We'll 
be  hearing  more  about  it  in  1977. 


allowing  greater  leeway  in  the  use  of 
the  investment  tax  credit  by  trans- 
portation companies.  An  airline  (as- 
suming it  has  earnings)  can  apply  the 
credit  against  100%  of  its  tax  liability 
rather  than  the  previous  50%.  For 
some  lines  this  will  mean  a  zero  tax 
rate  for  two  years  and  a  low  rate  for 


several  years  thereafter.  The  resulting 
boost  in  earnings  will  help  those  air- 
lines—such as  United— that  have  both 
unused  credits  and  enough  earnings 
to  use  those  credits  under  the  new 
rules.  And  most  important,  it  will  help 
many  of  the  lines  build  up  cash  for 
that  time  in  the  1980s  and  beyond 
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McCormack  Res 

18.4% 

l 

22.80/c 

1.2 

9-7% 

3 

12.0% 

13.0% 

19.3% 

2 

DP 

Transway  Intl 

17.1 

2 

17.2 

0.3 

13.1 

1 

14.2 

3.3 

6.7 

5 

7.4% 

3 

ander  &  Baldwin 

15.8 

3 

8.0 

0.2 

7.0 

2 

13.1 

5.8 

2.3 

7 

22.4 

1 

Avis 

12.8 

4 

12.8 

1.7 

7.0 

5 

6.8 

3.5 

13.1 

4 

9.6 

2 

Greyhound 

12.7 

5 

12.9 

0.5 

8.7 

4 

8.8 

2.2 

19.0 

3 

3.4 

4 

Seatrain  Lines 

def 

6 

41.0 

12.8 

4.4 

6 

def 

2.9 

25.9 

1 

P-D 

5 

ican  Export  Inds  

def 

j  7 

def 

5.4 

def 

7 

def 

def 

6.1 

6 

D-D 

6 

Medians 

12.8 

12.9 

1.2 

7.0 

8.8 

3.3 

13.1 

5.4 

dustry  Medians 

8.5 

11.5 

0.6 

6.6 

5.8 

4.8 

11.8 

10.4 

dustry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

94 

ilanation  of  Yardstick  calculations  on  page  39.  ft  Three-year  average.  t  Four-year  growth.  P-D  Profit  to  deficit.  D-D  Deficit  to  Deficit, 
it  to  profit;  not  ranked.       def  Deficit.       ••  Not  available;  not  ranked. 
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when  they  expect  to  have  to  replace 
old  equipment  and  expand  capacity. 

The  railroads'  comeback  last  year 
was  marked  by  much  the  same  char- 
acteristics as  that  of  the  airlines— sat- 
isfactory, but  hardly  exuberant.  Ton- 
miles  bad  dropped  almost  12%  in 
1975;  they  recovered  somewhat  in 
the  first  half  of  the  year.  Then  the 
gradual  slowing  down  of  the  recov- 
ery, reinforced  by  wildcat  coal  strikes 
and  the  stubborn  unwillingness  of  the 
farmers  to  ship  their  grain,  trimmed 
the  full-year  increase  for  1976  from 
an  anticipated  7%  to  about  5%. 

Fortunately,  the  carriers  were  at  a 
favorable  point  on  the  rate-cost  cy- 
cle, says  Anthony  Low-Beer  of  L.F. 
Rothschild.  Thus  the  5%  gain  in  traf- 
fic translated  into  a  probable  40%  gain 
in  net  earnings  as  the  combination  of 
improving  volume,  higher  rates  and 
lower  costs  resulted  in  better  yields 
for  most  roads. 

Low-Beer,  however,  cautions  that 
this  improvement  merely  serves  to 
mask  some  seriously  deteriorating 
trends.  "The  growth  of  western  coal," 
he  says,  "has  obscured  the  fact  that 
the  railroads  are  losing  market  share 
to  trucks.  If  you  exclude  the  incre- 
mental 45-billion  revenue  ton-miles 
that  western  coal  contributed  be- 
tween 1970  and  1975,  the  railroads' 
market  share  [of  all  traffic]  actually 
declined  from  37%  to  35%."  Specifical- 
ly, he  says,  the  railroads  are  losing 
as  carriers  of  grain,  perishable  prod- 
ucts, canned  goods,  lumber  and  iron 
and  steel.  They  are  losing  it  for  the 
most  part  to  private  truckers  because 
of  the  railroads'  incessant  rate  hikes. 

The  most  significant  railroad  event 
of  the  year  was  without  doubt  the 
passage  of  the  so-called  Quad  R  Act, 
the  Railroad  Revitalization  &  Regula- 


tory Reform  Act  signed  into  law  last 
February.  Its  most  direct  benefit  is  to 
Conrail,  the  government  corporation 
that  owns  and  runs  the  seven  bank- 
rupt northeastern  lines:  The  legisla- 
tion provides  over  $2  billion  for  Con- 
rail  to  improve  its  track.  But  Quad  R 
also  should  be  bullish  for  the  still 
independent  roads.  If  Conrad's  tracks 
are  improved,  the  theory  goes,  every 
other  railroad  will  also  benefit  as  a 
result  of  better  service  because  of  the 
improvement;  and  Quad  R  also  en- 
courages mergers  and  allows  rate  flex- 
ibility. The  trouble  is  that  railroads 
aren't  using  their  new  flexibility  and 
proposed  mergers  still  have  to  be  ap- 
proved by  the  Interstate  Commerce 
Commission. 

Guessing  Game 

Nonetheless,  Quad  R  does  call  for 
rail  mergers.  A  government  study  is 
scheduled  to  be  out  next  July  that 
will  pretty  much  blueprint  who  should 
merge  with  whom.  To  what  extent 
the  carriers  will  be  required  to  go 
along— or  will  want  to— will  be  the  big 
question  of  the  year.  This  should 
make  for  some  lively  stock  market  ac- 
tion in  this  segment  of  the  market- 
as  investors  and  speculators  try  to 
guess  who  will  swallow  whom  and 
how  much  they  will  pay  for  it. 

At  the  operating  level,  1977  "will 
be  somewhat  better,  but  not  a  boom 
year"  for  the  rails,  says  President  John 
Fishwick  of  the  Norfolk  &  Western. 
Volume  will  rise  perhaps  3%  to  5%. 
The  industry  will  also  be  on  a  less 
favorable  part  of  the  rate-cost  cycle, 
so  earnings  will  probably  show  rela- 
tively little  gain. 

The  trucking  industry  followed  the 
same  basic  pattern  as  the  other  trans- 
portation   modes   last   year,  though 


from  a  more  profitable  base— dianks  it 
part  to  the  fact  that  trucking  is  at 
industry  whose  right-of-way  is  maim 
tained  at  the  public  expense.  As  wit| 
railroads,  the  trucking  upturn  wa) 
quite  sharp  in  the  first  half  of  1971 
before  flattening  out.  "It  was  skewet 
toward  the  beginning  of  the  year, 
says  analyst  William  Legg  of  Alex 
Brown  &  Sons  in  Baltimore,  "becaus< 
at  that  point  inventories  were  beinj 
built  up,  and  trucks  carry  inventories. 

This  year,  he  goes  on,  truck  ton 
nage  "will  track  with  the  economy 
increasing  a  percentage  point  mor 
than  industrial  production."  Since  b 
estimates  5%  for  the  latter,  that  mean 
truck  volume  should  be  up  about  6' 
across  the  board,  or  about  10%  for  in 
dustry  leaders. 

But  profits  are  something  else  agaii 
Most  trucking  companies  will  be  buy 
ing  new  equipment  heavily,  bot 
for  replacement  and  to  meet  growt! 
needs,  for  the  first  time  since  a  ne\ 
brake  law  went  into  effect  in  earl 
1975.  The  new  equipment  will  be  a 
much  as  50%  to  100%  more  costly  tha 
what  the  truckers  bought  last  tim 
around,  and  therefore  depreciatio 
rates  will  be  significantly  higher.  Le 
bor  costs  will  also  be  up  by  the  10 
provided  for  in  last  year's  Teamste 
contract.  Fuel  costs?  That  depends  o 
OPEC.  Rate  increases  of  some  6%  t 
7%  will  probably  be  needed  just  to  of] 
set  the  higher  costs. 

Will  they  be  forthcoming?  La! 
year  was  a  special  case  in  the  rat< 
cost  cycle,  when  most  transportatio 
companies  were  sheltered  by  tard 
rate  hikes  granted  to  offset  earlier  co! 
increases.  The  test  will  come  whe 
costs  start  up  again. 

Past  experience  in  the  way  th 
feedback  works  is  not  encouraging. 
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5- Year 
Rank 


5-Year 
Average 


5-Y 
Ra 


Delta  Air  Lines 

17.3% 

l 

15.6% 

0.5 

7.8% 

1 

8.7% 

5.1% 

17.9% 

3 

9-7% 

Braniff  Intl 

17.1 

2 

12.3 

1.3 

6.7 

2 

8.1 

3.2 

11.2 

8 

29.1 

Tiger  International 

14.0 

3 

9.0 

2.2 

4.7 

4 

5.9 

4.8 

23.4 

1 

19.0 

Western  Air  Lines 

13.6 

4 

9.1 

0.7 

4.9 

3 

6.3 

2.0 

13.1 

5 

37.1 

National  Airlines 

11.4 

5 

1.1 

0.5 

1.8 

5 

5.7 

0-.6 

10.5 

10 

8.1 

Northwest  Airlines 

8.3 

6 

7.9 

0.3 

5.4 

6 

5.6 

5.3 

10.8 

9 

-2.0 

UAL 

4.6 

7 

def 

0.9 

1.2 

9 

3.1 

def 

10.1 

11 

1.2 

Allegheny  Airlines 

3.7 

8 

4.5 

3.5 

3.4 

7 

3.6 

0.6 

23.3 

2 

DP 

Continental  Airlines 

2.5 

9 

5.1 

2.3 

4.1 

8 

3.3 

1.3 

12.6 

6 

-1&5 

American  Airlines 

0.6 

10 

9.9 

0.7 

5.5 

11 

1.4 

2.7 

9.3 

12 

-40.2 

Trans  World  Airlines 

def 

11 

1.9 

2.7 

2.8 

10 

2.1 

0.3 

16.2 

4 

P-D 

l 

Eastern  Air  Lines 

def 

12 

0.9 

2.5 

2.8 

12 

1.0 

0.2 

11.4 

7 

P-D 

l 

Pan  Am  World  Airways 

def 

13 

def 

3.3 

def 

13 

def 

def 

7.1 

13 

P-D 

l 

Industry  Medians 

4.6 

5.1 

1.3 

4.1 

3.6 

1.3 

11.4 

-0.4 

Ali-lndustry  Medians 

127 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

Note:  Explanation  of  Yardstick  calculations  on  page  39. 

P-D  Profit  to  deficit. 

D  P  Deficit  to  profit;  not  ranked. 

def  Deficit. 
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tfhen  you  invest 
in  U.S.  Steel, 

rou  Ye"  investing" 

the  packaging 
industry  too. 


estment  in  U.  S.  Steel  is  more 
an  investment  in  a  steel  com- 
i  also  an  investment  in  many  of 
|  industries  that  make  America 
ke  packaging  for  example, 
year  approximately  10%  of  our 
1  shipments  go  to  producers  of 
itainers.  And  the  king  of  metal 
p  is  the  steel  can.  In  fact,  this 
ie  nearly  70  billion  steel  cans  will 
ced,  and  one  out  of  every  three 
ade  out  of  our  steel, 
tr  involvement  goes  beyond  sup- 
eel  for  cans.  It  includes  research, 
irking  to  develop  better  steels 
/o-piece  can,  the  can  of  the  future. 
;e  construction  of  a  beverage  can, 
iple,  allows  selective  distribution 
fhis  means  that  areas  of  the  can 
i  to  the  most  pressure  have  more 
i  other  parts  of  the  can.  Improved 
inology  has,  at  the  same  time, 
>  make  the  two-piece  steel  can 
e-third  lighter  tnan  the  standard 
ce  can.  The  U.  S.  Steel  research 


operation  to  study  ways  of  increasing 
line  efficiency. 

The  packaging  industry  and  U.  S. 
Steel  also  pay  ecological  dividends.  Steel 
as  a  packaging  material  is  not  only  strong, 
light  weight  and  low  in  cost . . .  it's 
"returnable'.'  Magnetic  reclamation 
systems  all  over  the  country  have  turned 
steel  into  the  most  logical  packaging 
material  around. 

We  are  America's  largest  producer  of 
steel.  But  we  are  also  part  of  the  industries 
we  serve.  Our  research  has  helped  to 
improve  the  efficiencies  and  economies 
of  a  multitude  of  steel  applications. 

From  steel  girders  to  tin  cans . . .  we're 
involved. 

For  a  copy  of  our  latest  quarterly 
earnings  report,  write  to;  U.  S.  Steel 
Corporation,  600  Grant  Street  (E151), 
Pittsburgh,  PA  15230. 

(5gS)  United  States  Steel 


Forest  Products 
And  Packaging 


The  industry  enjoyed  another  taste  of  prosperity  last  year. 
But  every  silver  lining  has  a  cloud.  By  year's  end 
it  was  already  beginning  to  cast  its  shadow. 


After  years  of  "profitless  prosperi- 
ty," paper  companies  had  their  first 
whiff  of  real  prosperity  in  1974;  and 
they  liked  it  so  much  that  they  ex- 
tended the  experience  through  1976. 
So  balance  sheets  have  become  as  im- 
portant as  increased  tonnage  in  indus- 
try discussions.  Liquidity  has  im- 
proved for  most  of  the  companies,  and 
a  number  of  them,  including  Cham- 
pion International,  International  Pa- 
per, Olinkraft  and  Scott  Paper,  took 
advantage  of  the  high  price  of  their 
stock  to  make  equity  offerings,  with 
most  of  this  money  going  to  reduce 
debt  (which  averages  around  35%  of 
capitalization).  Credit  ratings  for 
companies  like  St.  Regis,  Georgia-Pa- 
cific and  Boise  Cascade  have  im- 
proved (from  triple  B  to  A). 

Management,  which  has  become 
more  efficient  at  carrying  revenue 
gains  down  to  the  bottom  line,  does 
not  seem  anxious  to  risk  their  com- 
panies'   new-found    prosperity  by 


spending  large  sums  of  money  on  new 
mills.  Only  Olinkraft,  which  needs 
converting  facilities  to  utilize  its  large 
timber  base,  announced  that  most  of 
the  money  it  raised  in  its  equity  of- 
fering would  go  for  mill  expansion. 

Instead,  almost  all  the  companies 
surveyed  are  expanding  by  adding 
new  paper  machines  and  enlarging 
or  modernizing  existing  plants.  Since 
the  rate  of  return  on  a  new  paper 
machine  is  in  the  range  of  20%  to 
30%,  as  opposed  to  11%  for  a  so-called 
"greenfield"  (built  from  scratch)  mill, 
profitability  for  the  industry  should 
continue  to  improve  this  year.  In  the 
past  it  was  fashionable  to  build  big 
new  mills  because  of  their  economies 
of  scale.  But  during  inflationary  times 
it  has  become  increasingly  difficull 
to  bring  those  cost  efficiencies  down 
to  the  bottom  line,  particularly  when 
it  means  going  heavily  into  debt. 

Thus  supply  and  demand,  always 
problem  for  an  industry  that  has  his- 
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GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Net 


Earnings/Shai 


Company 

5-Year 
Average 

5-Year 
Rank 

Latest 
12  Months 

Equity 
Ratio 

Latest 
12  Months 

5-  Year 
Rank 

5-Year 
Average 

Profit 
Margin 

5-Year 
Average 

5-Year 
Rank 

5-Year 
Average 

5-Yei 
Ran 

Louisiana-Pacific 

21.8% 

1 

114% 

0.8 

7.7% 

3 

13.2% 

6.3% 

21.1% 

2 

21.9% 

4 

Union  Camp 

20.8 

2 

23.5 

0.4 

16.3 

4 

13.1 

11.9 

13.9 

6 

23.2 

3 

Willamette  Inds 

20.6 

3 

18.2 

0.6 

12.3 

1 

13.8 

7.5 

19.5 

3 

19.2 

9 

Georgia-Pacific 

19.7 

4 

18.6 

0.8 

9.7 

9 

9.6 

6.8 

17.8 

4 

18.9 

10 

Olinkraft 

19.0ft 

5 

18.3 

0.4 

14.0 

2 

13.7ft 

9.6 

13.2 

8 

29.4$ 

1 

Weyerhaeuser 

18.3 

6 

14.2 

0.5 

9.9 

5 

12.9 

9.2 

15.5 

5 

17.8 

12 

International  Paper 

16.2 

7 

18.6 

0.8 

11.0 

6 

10.9 

8.0 

10.4 

13 

20.5 

51 

Potlatch 

14.8 

8 

14.8 

0.4 

11.3 

7 

10.9 

7.3 

8.7 

17 

28.9 

2 

Kimberly-Clark 

14.3 

9 

15.9 

0.3 

11.8 

7 

10.9 

7.4 

10.3 

14 

20.4 

6 

Gt  Northern  Nekoosa 

13.9 

10 

15.8 

0.4 

10.6 

11 

9.1 

7.3 

13.6 

7 

15.0 

13 

Westvaco 

13.7 

11 

15.0 

0.5 

9.9 

12 

9.1 

6.2 

12.8 

9 

19.3 

a 

Mead 

13.6 

12 

18.5 

0.6 

10.4 

14 

8.4 

5.4 

7.6 

18 

19.9 

7 

Crown  Zellerbach 

13.1 

13 

12.8 

0.5 

8.9 

10 

9.2 

4.8 

12.3 

10 

12.1 

14 

Champion  Intl 

13.0 

14 

13.6 

0.8 

7.4 

16 

7.2 

3.4 

11.9 

11 

11.1 

15 

St  Regis  Paper 

12.5 

15 

12.7 

0.5 

9.2 

13 

8.8 

6.4 

9.8 

15 

18.5 

11 

Scott  Paper 

10.3 

16 

11.2 

0.5 

7.9 

15 

7.8 

5.7 

8.7 

16 

4.8 

17 

Hammermill  Paper 

10.2 

17 

11.1 

0.5 

7.3 

17 

6.8 

3.7 

10.9 

12 

10.4 

16 

Southwest  Forest  Inds 

6.8 

18 

1.6 

1.2 

3.0 

18 

5.5 

0.7 

28.2 

1 

0.3 

19 

Boise  Cascade 

4.9 

19 

9.6 

0.5 

7.0 

19 

3.9 

4.6 

-2.4 

19 

4.0 

18 

Medians 

13.9 

14.8 

0.5 

9.9 

9.2 

6.4 

12.3 

92 
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2ally  tended  to  overbuild  during 
m  times,  appears  to  be  close  to  a 
ince,  unless  the  economy  really 
;s  off.  The  big  question  this  year 
vhether  demand  will  be  strong 
ugh  to  support  further  price  in- 
ises,  since  prices  are  already  at 
•rd  highs.  During  the  1975  reces- 
most  companies  found  it  more 
lent  to  curtail  production  than  to 
price  to  gain  market  share.  As  a 
Jt,  the  industry  managed  a  12.5% 
rn  on  equity  that  year,  vs.  a  6.2% 
rn  in  the  1971  recession.  New 
es  may  also  be  hard  to  get  be- 
;e,  in  the  current  climate  of  gov- 
nent  investigations  into  price-fix- 
nobody  may  want  to  raise  prices 
m  everyone  else  is,  causing  buy- 
to  move  to  the  cheapest  seller  and 
ing  all  prices  down  again. 

Of  Faith 

et  beneath  this  silver  lining  is  a 
d  that  led  one  company  official 
emark:  "You  can  say  almost  any- 
g  you  want  about  the  future  of 

industry  and  people  may  contra- 

you.  But  they  can't  prove  you 
ng."  The  cost  of  new  plant  con- 
ction  and  raw  materials  is  esca- 
ig  rapidly,  and  the  increase  will 
i  to  be  met  by  better  rates  of  re- 

on  invested  capital.  The  Ameri- 

Paper  Institute  estimates  that 
e  1970  the  cost  of  new  capacity 
been  rising  about  10%  a  year  (ex- 
:  in  1974  when  it  jumped  20%). 
ile  Forbes  Yardsticks  show  that 
industry's  median  return  on  equity 
he  latest  12  months  was  13.9%,  if 

return  were  calculated  on  re- 
ement  value,  it  would  drop  to 
ind  5%  to  7%.  And  no  one  really 
ivs  what  the  Environmental  Pro- 
ion  Administration  will  require 
1983  when  all  companies  must 
the  "best  available  technology"  to 
n  up  effluents— much  less  what 
technology  will  cost, 
hder  the  circumstances,  investing 
J  million  in  a  new  paper  mill,  plus 
:her  $100  million  or  so  for  the 
>er  to  run  it,  is  an  act  of  faith 

only  the  financially  strongest 
panies  can  afford.  "Does  1983 
a  too  close?"  asks  Weyerhaeuser 
;  President  Lowell  Moleholt.  "Ask 
that  in  1982."  Weyerhaeuser  has 
Dunced  plans  to  build  a  new  mill; 
las  Georgia-Pacific.  But  these  are 
ng  the  best  companies  in  the  busi- 
.  For  less-well-financed  compa- 
,  new  capacity  is  definitely  a  prob- 

Only  so  much  capacity  can  be 
ted  via  the  add-on  route,  and  the 
est  and  cheapest  of  that  has  prob- 
[  already  been  done, 
aw  material  costs  pose  an  even 
e  serious  problem.  When  housing 
ts  were  low,  demand  could  be 


Keeping  It  Clean  ^— 

Paper  is  still  made  essentially  the  way 
it  was  in  second-century  China.  First, 
separate  wood  fibers,  either  by  grind- 
ing wood  chips  or  soaking  them  in 
chemicals.  Next,  mix  the  fibers  with 
oceans  of  water  and  then  squeeze  the 
water  out.  Today's  giant  paper  ma- 
chines differ  little  from  the  one  below 
patented  in  1807  by  England's  Henry 
and  Sealy  Fourdrinier,  which  spread 
a  slurry  of  fiber  and  water  over  a 
wire  mesh  that  "formed"  the  paper 
and  then  sucked  off  the  water. 

Even  in  an  electronic  age  this  pro- 
cess is  still  labor-  and  energy-intensive, 
and  building  a  mill  with  machines  as 
long  as  football  fields  costs  in  the 
hundreds  of  millions  of  dollars.  In  ad- 
dition, timber  prices— the  largest  sin- 
gle cost  in  papermaking— have  soared 
in  the  last  five  years. 

Obviously,  technological  advances 
that  could  reduce  any  of  these  costs 
would  be  welcome  to  an  industry  al- 
ready burdened  with  having  to  spend 
billions  to  meet  the  Environmental 
Protection  Agency's  air  and  water 
standards.  While  no  one  yet  is  shout- 
ing "Eureka,"  several  companies  have 
been  quietiy  making  advances  in  an 
old  art  that  promises  to  reduce  costs 
while  increasing  the  amount  of  pa- 
per from  a  tree. 

Furthest  along  is  a  Swedish-de- 
veloped process  called  thermome- 
chanical  pulping,  in  which  wood 
fibers  are  softened  with  high-tempera- 
ture steam  before  going  through  the 
grinding  process.  The  result  is  pulp 
that  is  stronger  than  groundwood 
pulp,  though  the  yield  is  as  high  as 
90%,  vs.  50%  for  chemical  processes. 
Also,  being  stronger,  pulp  produced 
by  the  Swedish  process  may  need  the 
addition  of  only  20%  of  the  wasteful- 
to-produce  chemical  pulp  to  make 
newsprint-quality  paper  (vs.  25%  for 
groundwood  pulp).  Thus  the  process 
reduces  costs  by  using  less  chemicals, 
by  yielding  more  fiber  per  tree  and 
by  requiring  fewer  workers  and  less- 
sophisticated  equipment. 


Weyerhaeuser  already  has  such  a 
pulp  mill  running  in  Everett,  Wash, 
and  has  announced  plans  to  build  a 
newsprint  mill  using  thermomechan- 
ical  pulp.  Both  Crown  Zellerbach  and 
Boise  Cascade  will  also  be  using  the 
process  in  newsprint  mills  this  year. 
Indeed,  the  day  may  come  when 
newsprint  will  be  made  exclusively 
from  this  kind  of  pulp.  A  mill  in  Que- 
bec, partly  owned  by  Dow  Jones,  is 
making  newsprint  from  100%  thermo- 
mechanical  pulp.  While  this  type  of 
pulp  is  currendy  limited  to  newsprint- 
quality  paper,  it  could  over  time  be 
used  for  linerboard  or  brown  papers. 

Meanwhile,  other  experiments  are 
going  on  to  attempt  to  reduce  the 
cost  of  paper.  To  reduce  the  water 
used  in  papermaking,  and  the  energy 
required  to  heat  and  pump  that  wa- 
ter, companies  like  Scott  Paper  and 
Kimberly-Clark  are  experimenting 
with  a  method  called  "dry-forming" 
which  uses  air  to  blow  fibers  onto 
the  forming  screen,  eliminating  the 
need  for  water  (and  the  gear  to  take 
the  chemicals  back  out  of  the  water). 
Such  mills  could  operate  even  in 
densely  populated  areas  without 
causing  pollution  problems. 

Paper  mills  located  on  navigable 
waters  must  by  1985  meet  the  EPA's 
stated  standards  of  zero  discharge  of 
pollutants.  For  such  mills  the  "closed 
loop"  pulping  system  may  be  the  an- 
swer. A  Canadian  company,  Great 
Lakes  Paper,  will  bring  on  stream 
this  year  a  mill  using  this  system.  In 
this  system,  the  water  is  cleaned  and 
recycled  continuously.  If  it  works,  this 
would  meet  EPA  zero-discharge  re- 
quirements. Moreover,  the  mill  should 
pay  for  itself  by  saving  an  estimated 
$4  million  a  year  in  chemical,  water 
and  energy  costs.  Cost  savings  even 
close  to  that  would  take  a  lot  of 
steam  out  of  industry  arguments  that 
it  can't  afford  to  clean  up. 

The  day  could  come  when  paper- 
making  will  be  as  clean  as  a  sheet 
of  paper. 


Far  Cry:  Today's  Fourdrinier  machines  dwarf  this  early  model.  A  linerboard 
machine  can  measure  over  600  feet  long  and  run  at  2,000  feet  per  second. 
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met  with  low-cost  timber  from  Canada 
and  the  South.  But  last  year  housing 
starts  hit  1.5  million,  with  a  near-, 
record  1.1-million-plus  consisting  of 
single-family  homes  (which  use  two 
to  2%  times  as  much  lumber  and  ply- 
wood per  unit  as  multifamily  units). 

Louisiana-Pacific,  with  90%  of  sales 
in  wood  products,  even  managed 
to  parlay  the  situation  into  an  earn- 
ings increase  of  115%  in  last  year's 
first  nine  months.  Any  further  increase 
in  housing  starts— quite  apart  from 
the  growth  of  sales  to  the  remodeling 
market,  up  20%  last  year— will  have 
to  be  supplied  by  higher  cost  timber 
from  the  Pacific  Northwest,  which 
will  drive  up  stumpage  prices  across 
the  country.  Prices  for  saw  timber  in 
the  South  went  from  $80  to  $100  per 
thousand  board  feet  last  year  and 
are  expected  to  rise  another  10%  to 
15%  this  year  under  pressure  from 
prices  in  the  Pacific  region. 

For  companies  that  own  most  of 
their  timber  needs— Weyerhaeuser 
and  Potlatch,  for  example— this  is  no 
problem.  But  for  companies  like  Fi- 
berboard,  Boise  Cascade  and  South- 
west Forest  Industries,  which  are 
primarily  converters  rather  than  tree 
owners,  raw  material  costs  could  be- 
come a  critical  factor  in  future  prof- 
itability. Indeed,  Boise  and  Willam- 
ette Industries  (which  is  also  not  tree- 
rich)  are  moving  more  and  more  into 
the  South,  where  timber  acreage  is 
still  cheaper  than  in  the  Northwest. 

"I  think  there  are  more  opportuni- 
ties for  growing  in  the  South,"  says 


Willamette's  President  Gene  Knudson. 
"With  the  small  ownership  there  by 
the  Federal  Government,  you  are  not 
so  dependent  on  political  actions  for 
your  raw  material  supply,  and  with 
freight  rates  getting  higher  and  high- 
er, it  is  closer  to  the  markets."  No- 
body, including  Knudson,  is  writing 
the  Northwest  off,  but  many  people 
will  tell  you  privately  that  the  fu- 
ture of  the  forest  products  industry 
is  in  the  South.  For  big  Southern 
holders  like  IP,  St.  Begis  and  Union 
Camp,  which  bought  early  and  cheap, 
this  could  be  significant.  But  for  com- 
panies that  must  buy  high-cost  tim- 
ber, this  year's  high  prices  for  lumber 
and  plywood  may  not  necessarily 
mean  higher  profits. 

Bottle  Laws 

The  packaging  and  container  in- 
dustry also  had  a  good  year  in  1976. 
Profits  from  National  Can,  American 
Can  and  Continental  Group  (former- 
ly Continental  Can)  were  up  14%  in 
the  first  nine  months  over  1975.  Glass 
companies  like  Ball  Corp.,  Brockway 
and  Anchor  Hocking  continued  to 
benefit  from  the  favorable  price  dif- 
ferential between  metal  and  glass  for 
beverages,  although  this  three-year 
trend  began  to  slow  last  year  as  glass 
prices  rose  faster  than  can  prices. 

With  natural  gas  becoming  scarce 
and  labor  costs  expected  to  go  up  this 
year  because  of  a  new  round  of  ne- 
gotiations, glass  manufacturers  were 
switching  to  more  abundant  fuels  and 
installing  more  automated  glass-form- 


ing machinery  to  help  them  kee 
their  edge.  Glass  prices  still  rose  1( 
to  12%,  vs.  3%  to  4%  for  cans,  but  r| 
cent  price  hikes  of  11%  for  aluminu) 
and  6%  for  steel  used  in  beverage  col 
tainers  should  mean  that  glass  will  st| 
be  considerably  cheaper. 

In  support  of  the  theory  that  it's  a 
ill  wind  that  blows  no  one  any  goot 
container  sales  were  up  for  most  < 
the  year  because  1)  a  threatene 
Teamsters'  strike  caused  bottlers 
stock  up  early  in  the  year,  and  2)  tl 
drought  in  Europe  boosted  soft-drir 
consumption  there.  Thus  Continent 
Group  and  National  Can  experienct 
good  European  sales  in  comparisc 
with  1975's  severely  depressed  level 

The  big  uncertainty  for  the  a 
and  bottle  makers  this  year  is  wh 
the  impact  will  be  of  the  so-calle 
"bottle  laws,"  requiring  mandatory  d 
posits  for  most  beverage  containei 
that  were  approved  in  November  1 
voter  referendums  in  Maine  and  Mic 
igan.  Three  other  states— Oregon,  Ve 
mont  and  South  Dakota— alrea< 
have  such  laws.  And  while  vote 
turned  them  down  in  Massachusel 
and  Colorado,  the  industry  could  n 
but  feel  that  it  was  being  backed  in 
a  corner  by  the  antilitter  forces. 

But  what  the  economy  does  tl 
year  is  the  real  key  to  continued  pre 
perity  for  packagers  and  forest  pro 
ucts  companies  alike.  If  real  GNP  gc 
up  4%  to  6%,  everyone  should  ma 
money.  At  much  below  that,  last  yea 
taste  of  success  will  have  been  br: 
indeed.  ■ 
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GROWTH 


Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Si 

Company 

5-Year 
Average 

5-Year 
Rank 

Latest 
12  Months 

Debt/ 
Equity 
Ratio 

Latest 
12  Months 

5-Year 
Rank 

5-Year 
Average 

Net 
Profit 
Margin 

5-Year 
Average 

5- Year 
Rank 

5-Year 
Average 

5- 

Hoerner  Waldorf 

18.1% 

1 

17.2% 

0.3 

13.1% 

3 

12.7% 

6.9% 

14.8% 

4 

17.9% 

Inland  Container 

16.5 

2 

19.3 

0.4 

14.8 

1 

13.9 

7.6 

10.9 

10 

24.7 

Crown  Cork  &  Seal 

15.8 

3 

16.0 

0.1 

13.3 

2 

12.8 

5.1 

13.7 

5 

13.6 

Federal  Paper  Board 

14.7 

4 

20.4 

0.5 

10.8 

7 

10.1 

6.3 

19.1 

1 

17.1 

Diamond  Intl 

14.5 

5 

13.8 

0.1 

11.9 

4 

12.3 

6.0 

8.7 

15 

5.5 

Anchor  Hocking 

12.6 

6 

16.3 

0.2 

12.9 

5 

10.6 

5.1 

11.3 

9 

4.7 

Ball  Corp 

12.4 

7 

14.2 

0.4 

10.7 

6 

10.5 

3.7 

13.0 

6 

11.4 

Brockway  Glass 

12.1 

8 

16.2 

0.3 

12.8 

8 

10.0 

5.7 

13.0 

6 

8.5 

National  Can 

11.9 

9 

11.0 

0.5 

8.1 

9 

8.4 

2.2 

16.3 

2 

4.6 

Owens-Illinois 

11.5 

10 

12.4 

0.6 

8.4 

11 

7.6 

4.1 

10.6 

12 

10.2 

Maryland  Cup 

11.5 

11 

13.2 

0.6 

8.6 

10 

7.8 

4.8 

12.2 

8 

6.9 

Continental  Group 

10.3 

12 

13.6 

0.4 

9.4 

13 

7.4 

3.5 

10.2 

13 

-0.7 

Bemis 

9.9 

13 

9.5 

0.4 

6.8 

12 

7.5 

2.4 

10.7 

11 

13.9 

American  Can 

7.9 

14 

12.0 

0.4 

8.9 

14 

6.0 

3.2 

8.3 

16 

-2.4 

Saxon  Industries 

6.6 

15 

4.5 

1.2 

3.9 

15 

4.7 

1.0 

15.2 

3 

-4.6 

Fibreboard 

3.3 

16 

def 

0.9 

0.9 

16 

3.1 

def 

9.7 

14 

-13.5 

Medians 

12.0 

13.7 

0.4 

10.1 

9.2 

4.5 

11.8 

7J 

Industry  Medians 

13.1 

14.2 

0.5 

9.9 

92 

5.7 

in 

13.6 

All  Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

Note:  Explanation  of  Yardstick  calculations  on  page  3S 

tt  Three  year-average.        t  Four-year  growth.     def  Deficit. 
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le  creative  electric  company  controls 
resumption  for  lower  electric  bills 


;  economical  Watt  Watcher 
rs  and  reduces  peak  demand  and 
:ity  consumption  in  industrial 
residential  and  commercial 
gs.  When  you  get  close  to 
ing  preset  limits,  it  automati- 
luts  off  nonessential  systems 
chines. Then  turns  them  back  on 
verall  demand  is  lower, 
esult?  Lower  electric  bills  for 
who  pay  $1000  or  more  a  month 
itricity  without  sacrificing 
t  or  productivity, 
e  emphasis  on  the  "electric 


society"  increases,  so  does  Gould's 
growth  opportunity  in  electrical 
products.  We  concentrate  on  products 
that  transmit,  distribute,  store,  control 
and  convert  electrical  energy.  In  fact, 
over  70%  of  our  business  is  in  these 
areas.  So  the  electric  economy  pro- 
vides a  firm  base  for  our  growth. 

Today,  Gould  is  the  market  or 
technology  leader  in  most  of  our 
product  lines.  For  example,  energy- 
efficient  motors,  maintenance-free 
batteries  and  safer  electric  switchgear. 

We've  achieved  an  annual  compound 


growth  rate  of  17.3%  in  net  profits 
since  1968.  Our  commitment  to  product 
development  and  superior  manage- 
ment performance  assures  a  continua- 
tion of  our  above-average  growth.  If 
you'd  like  to  know  more  about  the  new 
Gould,  please  write  Gould  Inc., 
10  Gould  Center,  Rolling  Meadows, 
Illinois  60008. 


-> 


Eight  years  ago,  Itel  was  a  seven 
million  dollar  corporation;  last  year, 
we  announced  a  respectable  $204 
million  in  revenues.  With  net  earn- 
ings of  $10.7  million.  We  paid  our 
first  quarterly  dividends,  too.  And 
moved  to  the  New  York  Stock 
Exchange. 

Impressive  performance  by 
anybody's  standards. 

But  the  next  eight  years  promise 
to  be  even  more  impressive.  In  the 
first  three-quarters  of  1976,  for 
example,  revenues  were  a  record 
$180,000,000.  Net  income  was  a 
record  $9.9  million  -  up  62%  from 
the  first  nine  months  of  1975. 

The  reason  we're  making 
money  is  because  we're  making 


still  more  money  for  our  customers. 
It's  an  idea  called  capital  conser- 
vation and  a  lot  of  corporations  think 
we  know  more  about  it  than 
anybody  else. 

For  the  past  eight  years,  we've 
been  creating  concepts  about 
capital  equipment  leasing  no  one 
ever  thought  of  before. 

Putting  together  financial 
packages  that  no  one  else  could 
come  up  with. 

Offering  a  broad  range  of 
financial  and  business  services 
structured  and  administered  by  a 
seasoned  management  team. 
Services  designed  to  help  our 
customers  reduce  cost,  improve 
operating  flexibility  and  meet  their 
financial  requirements. 

Some  of  these  services  are 
highly  specialized.  Transportation 
leasing,  for  example:  ships,  planes, 
rail  cars  and  maritime  cargo 
containers. 

Plus  computer  leasing  and  data 
processing  services. 


All  designed  to  keep  corpora 
capital  where  it  belongs.  In  your 
corporation  instead  of  someone 
else's. 

So,  you  might  say  we  really  a 
an  eight  year  overnight  success 
And  you  may  want  to  watch  our 
performance  for  the  next  eight 
years. 

Itel.  We're  a  company  that  wil 
grow  on  you. 


One  Embarcadero  Center 
San  Francisco,  California  94111 
Telephone:  (415)  983-0000 


You  might  say  we're 
an  eight  year  overnigh 
success. 


Itel  stock  is  traded  on  the  NYSE  under  the  symbol  I.  For  further  information,  write  for  our  annual  re 


Industrial  National  Bank,  Prov..  R.I.  •  Inleasing  Corp.,  Prov.,  R.I.  •  Ambassador  Factors,  New  York,  N  Y.  •  Mortgage  Assoc.,  Inc.  Mil  W 
•  Kensington  Mortgage  and  Finance  Corp.,  Mil.,  Wis.  •  Southern  Discount  Co.,  Atl.,  Ga.  •  Information  Sciences,  Inc.,  Prov.,  R.I.  •  Westminst 
Properties,  Inc.,  Prov.,  R.I.  •  International  Appraisal  Co.,  Fair  Lawn,  N.J.  •  INB  Appraisal  Co.  of  Canada,  Ltd.,  Ont.  •  Industrial  Capital  Corp 
Prov.,  R.I.  •  Industrial  Nat.  Mortgage  Co.,  Prov.,  R.I.  •  C-O-M  Service  Bureau,  Inc.  Boston  Mass 


ulticompanies 


Diversification,  properly  executed, 
is  now  eminently  respectable. 
The  conglomerates'  strength  during 
the  recent  recession  helped  make  it  so. 


In  the  past  24  months  or  so,  U.S. 
business  has  experienced  a  wave  of 
conglomerate-type  acquisitions  the 
likes  of  which  haven't  been  seen  since 
the  late  Sixties.  But  the  latest  binge 
has  some  important  differences  from 
the  conglomeration  craze  of  the  Six- 
ties, differences  that  say  much  about 
the  future  of  multicompanies. 

To  begin  with,  many  acquisitions 
of  the  mid-Seventies  have  been  by 
companies  that  you'd  hardly  call  con- 
glomerates; and  many  conglomerates 
have  been  sitting  on  the  sidelines 
w  atching  others  play  their  game. 

Of  course,  there  are  exceptions. 
Among  the  conglomerates,  Gulf  & 
Western  has  hardly  been  a  sideline- 
sitter,  what  with  its  purchase  of  Kay- 
ser-Roth  and  Marquette  Co.  in  the 
past  14  months.  Northwest  Industries 
bought   Microdot  last   June;  Trans- 


america  merged  with  Saturn  Airways 
in  November;  and  takeover  artist 
Victor  Posner,  whose  growth  always 
seems  to  benefit  himself  more  than  it 
does  his  shareholders,  is  back  in  ac- 
tion. Last  spring  Posner's  Sharon 
Steel  picked  up  substantial  positions 
in  UV  Industries  and  Foremost-Mc- 
Kesson. 

But  more  often  than  not,  relatively 
straight-line  companies  have  been  do- 
ing the  acquiring.  One  reason  is  that 
w  ith  capital  costs  sky-high  and  stock 
prices  depressed,  purchase  was  the 
way  to  get  assets  cheap.  Cold  cash 
has  replaced  funny-money  debentures 
and  high  multiples  as  the  medium  of 
exchange.  In  the  process,  a  Dow  30 
company  like  United  Technologies 
(nee  United  Aircraft)  now  appears 
in  Forbes'  multicompany  listing  for 
only  the  second  time,  having  diversi- 


MULTICOMPANIES— MULTI-INDUSTRY:  Yardsticks  of  Management  Performance 


PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales  Earnings/Share 

Company 

5-Year 
Average 

5-Year 
Rank 

Latest 
12  Montht 

Equity 
Ratio 

Latest 
12  Months 

5-Ytar 
Rank 

5-Year 
Average 

Profit 
Margin 

5-Year 
Average 

5-Year 
Rank 

5-Year 
Average 

5-Year 
Rank 

nn  Mining  &  Mfg 

19.1% 

1 

17.90/0 

0.2 

14.6% 

1 

17.2% 

9.6% 

12.7% 

1 

9.4% 

13 

General  Electric 

17.9 

2 

17.7 

0.3 

14.5 

2 

14.5 

5.1 

8.0 

17 

10.7 

10 

Union  Carbide 

16.3 

3 

15.1 

0.4 

10.7 

3 

11.8 

6.8 

11.3 

4 

17.0 

5 

Koppers 

15.9 

4 

19.3 

0.3 

14.3 

5 

11.2 

6.1 

11.9 

2 

21.2 

1 

Eltra 

13.4 

5 

13.3 

0.2 

11.0 

4 

11.6 

5.0 

10.6 

8 

10.1 

11 

nl  Tire  &  Rubber 

13.0 

6 

14.0 

0.5 

10.0 

8 

9.6 

5.1 

9.3 

11 

13.6 

7 

Speny  Rand 

12.7 

7 

12.7 

0.4 

9.1 

7 

9.7 

4.6 

11.0 

6 

11.7 

8 

PPG  Industries 

12.7 

8 

16.3 

0.5 

11.0 

10 

9.2 

6.7 

9.9 

9 

17.4 

4 

lational  Distillers 

12.5 

9 

14.7 

0.3 

11.1 

12 

8.8 

6.0 

5.4 

20 

15.6 

6 

Bendix 

12.1 

10 

14.2 

0.4 

11.4 

6 

9.7 

3.5 

11.0 

7 

10.0 

12 

Martin  Marietta 

12.1 

11 

12.2 

0.4 

8.5 

16 

8.0 

6.3 

5.8 

19 

7.5 

14 

N  L  Industries 

11.5 

12 

10.7 

0.6 

7.6 

15 

8.0 

4.3 

8.2 

16 

42 

17 

FMC 

11.1 

13 

8.9 

0.5 

6.6 

13 

8.4 

3.3 

7.6 

18 

4.8 

16 

rry  &  Hutchinson 

10.4 

14 

9.4 

0.1 

8.8 

9 

9.5 

3.5 

3.5 

21 

-5.7 

19 

GAF 

9.6 

15 

6.8 

0.4 

5.2 

19 

6.4 

2.2 

9.1 

13 

18.1 

3 

Borg-Wamer 

9.5 

16 

11.1 

0.2 

9.8 

14 

8.4 

4.2 

8.8 

15 

6.2 

15 

Dillingham 

9.1 

17 

13.0 

1.0 

7.8 

20 

5.7 

3.1 

9.8 

10 

18.6 

2 

estinghouse  Elec 

8.2 

18 

11.3 

0.3 

8.6 

18 

6.6 

3.5 

8.9 

14 

-0.3 

18 

Kaiser  Industries 

7.1 

19 

6.8 

0.2 

7.4 

17 

6.6 

4.2 

ll-9tt 

2 

11.4 

9 

Ailis  Chalmers 

6.2 

20 

11.9 

0.4 

9.2 

21 

5.1 

3.6 

9.1 

12 

DP 

Olin  Corp 

6.0 

21 

13.3 

0.4 

10.3 

11 

9-ltt 

5.2 

11.1* 

5 

DP 

dustry  Medians 

12.1 

13.0 

0-4 

9.8 

9.1 

4.6 

9.3 

10.7 

dustry  Medians 

12.7 

12.9 

OA 

9.8 

9.1 

4.6 

11.8 
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planation  of  Yardstick  calculations  on  page  39.       tt  Three-year  average.     i  Four-year  growth.       t%  Three-year  growth.        D  P  Deficit  to  profit;  not  ranked 
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Bed  from  aerospace  into  wire  prod- 
ucts (Essex  International)  and  eleva- 
tors (Otis).  The  oil  companies  have 
also  been  active,  with  Mobil  com- 
pleting its  Marcor  takeover  in  July  of 
last  year,  and  Arco  taking  over  Ana- 
conda—if the  Government's  antitrust- 


ers  don't  object  too  strenuously.  While 
oil  companies  have  been  branching 
out,  plenty  of  other  companies  have 
indicated  deep  interest  in  the  energy 
field.  International  Paper's  acquisition 
of  General  Crude  Oil  and  du  Pont's 
flirtation   with   Shenandoah   Oil  are 


The  Sell-Off  Contingent 

Conglomerate  managers  who  once  bought  and  sold  subsidiaries  like  kids  flip- 
ping baseball  cards  slowed  down  a  bit  last  year;  the  49  conglomerates  in  the 
Yardsticks  made  some  38  sales  (below)  to  outside  buyers  in  1976,  vs.  60  in 
1975.  Why  the  drop?  Many  sellers  had  already  got  rid  of  their  obvious  prob- 
lems, and  buyers  were  looking  for  the  best  possible  operating  fit. 


Sale  Price 
If  Disclosed 

Seller  Unit  Sold  &  Business  (Millions) 


Tenneco 

Tenneco  Netherlands 
(North  Sea  oil) 

Gulf  &  Western 

Bulova  Watches  (27%  interest) 

Textron 

Welsh  Div.  (safety  equip.) 

Digital  instrument  line  of  ERC  Div. 

Zapata 

Zapata  Pipeline  Technology 

Amfac 

Wilhelm  Foods  packing  plant  &  feedlot  unit 

Alco  Standard 

Walker  China  Co. 

Walter  Kidde 

General  Crane  Inds.  div.  of  Grove  Mfg. 

Sybron 

United  Dental  Supply 

W.R.  Grace 

Easv-Heat-Wirprraft  div  of  MSP  Inds 

Dart  Inds. 

Rexall  in  Canada 
Epcon  (signmaker) 

$  8 

ITT 

Grinnell  Fire  Protection  Systems 
Le  Materiel  Telephonique 

(telenhones  &  ^witrhhoarHO 
Pigier  (French  school) 

40 

160 
2 

Studebaker- 
Worthington 

Pasco,  Inc.  (oil  co.) 
Phototubes  product  line 
Small  motor  product  line 

126.5 

U.S.  Inds. 

Assets  of  1.  Appel  Co.  (women's  loungewear) 

1.2 

Allied  Prods. 

AllipH       ri  i("ti  i  r>  1  ^fo^l  n(  rhiraon 

(45%  interest) 

Fuqua 

Anderson  &  Thompson  (ski  equipment) 
Signa  (small-boat  maker) 
Mountain  Products  Co.  (sporting  goods) 
Pacemaker  (large-boat  maker) 
Hendle  (tennis  clothes) 

UOP 

UOP  Fragrances  (perfume) 

IC  Inds. 

Lincon  financial  unit  of  All-America  Service 
Corp. 

SCM 

European  coated-paper  copier  business 

8 

Singer 

Albuquerque  business  machine  mfg.  plant 
Business  machine  operations  outside  U.S. 
Bus.  machine  maintenance  and 
customer  support  operations 

Whittaker 

Sommers  Plastic 

American  Std. 

C.F.  Church  (toilet  seats) 

AvcO 

WLWC-TV 
WLWT-TV 
WLWD-TV 
WLW-AM 

16.1 
16.3 
12.9 
8.5 

Natl.  Kinney 

Nine  buildings  (prelim,  sale  agreement) 

50* 

*  In  addition  to  $300  mi 

lion  in  outstanding  mortgages. 

100 


good  examples  of  the  trend. 

Why  such  a  renewed  interest  in  di 
versification?  "I  think  the  solid  divei 
sifiecl  companies  demonstrated  in  tli 
recession  that  countercyclicality  i 
your  business  really  helps  you,"  say 
G.W.  (Bill)  Miller,  chief  executive  c 
Textron,  Inc.  "It  doesn't  allow  you  t 
boom  to  the  clouds  in  a  good  econc 
my;  you  never  get  as  high  as  the  high 
est  individual  product.  But  you  neve 
go  down  to  the  bottom,  either." 

As  could  have  been  predictex 
therefore,  the  multicompany  group  a 
a  whole  showed  a  solid  if  not  spec 
tacular  rise  in  profitability  in  recover) 
year  1976.  Their  median  return  o 
equity  rose  from  10.9%  in  1975  t 
13%;  conglomerates  rose  from  11.7 
to  12.5%.  But  as  usual,  those  figure 
mask  a  huge  range  of  different  rt 
suits,  for  each  multicompany  is 
unique  mix. 

In  general,  it  helped  to  be  in  ii 
surance  in  1976,  with  the  stock  mai 
ket  rising  and  underwriting  losses  fal 
ing.  That  boosted  the  return  on  equit 
of  companies  like  International  Telt 
phone  &  Telegraph,  Teledyne,  Ave 
and  Transamerica.  Capital  goods,  o 
the  other  hand,  tended  to  be  a  dra 
on  several  companies,  such  as  AM 
and  Koppers. 

What  all  this  showed  is  that  divei 
sification  cuts  two  ways— it  can  helj 
but  it  can  also  hurt.  For  this  reasoi 
most  managements  are  being  muc 
more  picky  and  choosy  about  wha 
they  buy  than  in  the  Sixties. 

Instead  of  "synergy,"  corporat 
planners  look  for  "good  fits."  Accorc 
ing  to  one  analyst,  "The  conglomerate 
are  going  after  stuff  they're  ahead 
in."  For  example?  "Take  Northwes 
Industries'  merger  with  Microdot.  ] 
wasn't  a  product-line  extention  fc 
Northwest,  but  Microdot  shares  man 
characteristics  of  some  of  Northwest 
other  businesses." 

What's  the  difference  betwee 
"good  fit"  and  "synergy"?  What  abov 
an  aircraft  engine  company  like  Uni 
ed  Technologies  going  into  electric; 
products  and  wire  and  elevators?  Uni 
ed  Technologies'  public  relations  dc 
partment  will  tell  you  that  all  of  th 
company's  divisions  have  "advance 
technology"  in  common— though  E: 
sex  and  Otis  are  pretty  basic  bus 
nesses.  Indeed,  40%  of  Otis'  revenue 
come  from  servicing  its  products.  Bi 
you  can't  fault  a  cyclical  aircraft  er 
gine  company  for  diversifying. 

Sydney  Ellis,  Tenneco's  vice  pres 
dent  for  corporate  planning,  sums  u 
the  new  trend:  "Mergers  are  no  longe 
six-times-earnings  companies  bein 
bought  by  22-times-eamings  eompj 
nies.  The  acquiring  company  wan 
what  the  acquired  company  has." 

The  result  is  that  the  already  fuzz 
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inction  between  what  Forbes  calls 
nglomerates"  and  "multi-industry" 
lpanies  is  more  blurred  than  ever. 
i  distinction  was  originally  estab- 
ed  in  order  to  separate  the  diver- 
;d  but  old  and  well-established 
lpanies— like  a  General  Electric  or 
ieneral  Tire  &  Rubber— from  the 
7  breed  that  did  most  of  its  diver- 
ing  in  the  Sixties.  But  in  just  the 
t  12  months,  some  of  those  oldline 
Iti-industry  companies  have  car- 
1  off  sizable  acquisitions  in  (for 
m)  unfamiliar  fields.  General  Elec- 
is  offering  a  record  $2-billion-plus 


for  diversified  miner  Utah  Internation- 
al, while  NL  Industries  expanded  fur- 
ther into  oil  services  equipment  liy 
buying  Rucker  Co. 

"The  divesting  and  pruning  will 
continue  for  the  conglomerates  that 
still  have  some  relative  dogs  on  their 
books,"  says  Charles  Lamb  of  the  Re- 
public National  Bank  of  Dallas.  "Con- 
glomerates tend  to  be  portfolios,  in  ef- 
fect, of  various  companies— some  of 
them  cash  cows,  some  of  them  'ado- 
lescent' companies,  some  of  them 
young  startups.  That  mix  is  important 
to  retain.  And  as  a  cash  cow  turns  into 


a  dead  horse,  it's  going  to  be  gotten 
rid  of."  Prominent  among  companies 
that  can  be  expected  to  lick  their 
wounds  for  a  while  longer  are  Litton, 
Singer  and  U.S.  Industries. 

In  spite  of  such  sad  examples,  ana- 
lysts familiar  with  the  industry  note  a 
revival  of  institutional  interest  in  con- 
glomerates, most  of  which  trade  at 
multiples  of  six  to  nine.  "The  business 
world  has  always  recognized  that  di- 
versification makes  a  lot  of  sense,"  says 
one.  "And  now  that  the  funny-money 
games  are  over,  Wall  Street  is  starting 
to  recognize  it,  too."  ■ 


MULTICOMPANIES— CONGLOMERATES:  Yardsticks  of  Management  Performance 


PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Company 

5- Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5 -Year 

Profit 

5-Year 

5- Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

hwest  Industries 

29.6% 

1 

26.1% 

0.5 

12.8o/0 

6 

11.2% 

7.5% 

6.9% 

38 

31.1% 

2 

Scott  &  Fetzer 

20.7 

2 

20.1 

0.3 

15.8 

i 

19.0 

6.6 

18.1 

5 

9.0 

23 

ite  Consolidated 

20.4 

3 

20.0 

0.9 

10.5 

12 

9.9 

4.0 

10.8 

19 

23.2 

5 

&  Western  Inds 

19.6 

4 

26.7 

1.5 

10.9 

24 

8.4 

5.9 

12.1 

15 

21.9 

6 

Ogden 

19.2 

5 

20.3 

1.4 

7.9 

18 

8.7 

3.1 

7.2 

34 

19.6 

8 

Teledyne 

18.2 

6 

30.9 

0.7 

16.5 

8 

10.6 

7.6 

10.2 

23 

26.8 

3 

Tenneco 

17J2 

7 

17.5 

0.9 

8.8 

26 

8.3 

6.0 

15.5 

7 

10.5 

21 

ational  Svc  Inds 

16.3 

8 

16.1 

0.1 

13.7 

2 

13.9 

5.2 

9.3 

30 

5.3 

33 

TRW 

15.9 

9 

18.4 

0.5 

12.2 

5 

11.4 

4.5 

10.2 

24 

6.9 

27 

Oayco 

15.5 

10 

18.8 

1.9 

7.9 

34 

6.8 

2.7 

10.5 

21 

6.9 

27 

Raytheon 

15.5 

11 

17.4 

0.2 

14.9 

3 

13.3 

3.4 

9.4 

28 

11.7 

20 

AMF 

15.4 

12 

12.8 

0.7 

8.3 

9 

10.2 

3.5 

10.5 

20 

8.3 

24 

Textron 

15.4 

12 

15.0 

0.4 

11.8 

4 

12.3 

4.3 

5.9 

42 

5.5 

32 

malloy  American 

15.1 

14 

14.6 

1.1 

8.1 

23 

8.5 

3.0 

20.0 

4 

3.9 

35 

Alco  Standard 

14.7 

15 

17.8 

0.4 

13.0 

7 

10.7 

3.1 

22.9 

3 

11.8 

19 

Zapata 

14.5 

16 

11.7 

1.9 

4.8 

33 

6.8 

6.5 

14.7 

10 

23.5 

4 

ed  Technologies 

14.4 

17 

19.0 

0.6 

9.3 

14 

9.2 

2.9 

7.9 

33 

18.4 

10 

Amfac 

13.1 

18 

7.2 

0.6 

5.3 

21 

8.6 

1.9 

25.9 

1 

12.8 

15 

Dart  Industries 

13.1 

18 

15.6 

0.3 

10.9 

13 

9.3 

6.9 

11.4 

18 

12.1 

17 

IU  International 

13.0 

20 

5.5 

0.9 

4.4 

29 

7.9 

2.1 

15.3 

9 

12.2 

16 

Amtel 

13.0 

21 

7.1 

0.7 

5.0 

19 

8.6 

1.1 

24.2 

2 

14.7 

13 

Rruncwirk 

12  9 

22 

11.9 

0  6 

9  1 

10 

10  0 

4.1 

11  5 

16 

17.0 

11 

ker-Worthington 

12.9 

23 

19.8 

0.5 

11.2 

27 

7.9 

4.2 

7.1 

37 

7.2 

25 

Rockwell  Intl 

12.8 

24 

11.8 

0.6 

7.8 

15 

9.0 

2.4 

10.0 

26 

7.2 

26 

Walter  Kidde 

12.7 

25 

12.5 

0.6 

8.1 

17 

8.8 

3.9 

9.8 

27 

18.9 

9 

W  R  Grace 

12.5 

26 

9.0 

0.6 

7.4 

16 

9.0 

3.2 

11.5 

17 

15.7 

12 

LTV 

12.3 

27 

7.0 

2.3 

4.7 

40 

5.8 

0.6 

6.5 

40 

DP 

Sybron 

12.3 

28 

11.2 

0.5 

8.9 

11 

9.9 

4.3 

9.4 

29 

6.7 

30 

Lear  Siegler 

12.1 

29 

17.9 

0.5 

11.1 

20 

8.6 

3.9 

4.6 

45 

0.8 

38 

erican  Standard 

11.8 

30 

17.2 

0.4 

13.7 

22 

8.5 

4.4 

4.1 

46 

OP 

Intl  Tel  &  Tel 

11.2 

31 

9.9 

0.5 

7.3 

25 

8.4 

3.7 

15.3 

8 

4.9 

34 

tional  Industries 

11.1 

32 

12.1 

0.6 

8.9 

28 

7.9 

1.5 

13.7 

12 

74.7 

1 

A-T-0 

11.1 

33 

11.6 

1.0 

7.4 

31 

7.6 

2.5 

6.5 

41 

14.2 

14 

gnal  Companies 

10.6 

34 

6.1 

0.4 

4.4 

30 

7.8 

1.9 

4.7 

44 

21.0 

7 

Transamerica 

9.7 

35 

14.0 

0.9 

9.1 

32 

7.1 

4.2 

10.3 

22 

6.8 

29 

SCM 

8.3 

36 

11.5 

0.7 

8.0 

36 

6.2 

2.6 

7.9 

32 

11.9 

18 

Avco 

8.3 

37 

32.3 

1.0 

12.5 

38 

5.8 

7.8 

1.7 

49 

0.2 

39 

City  Investing 

7.7 

38 

6.7 

0.9 

5.1 

39 

5.8 

1.9 

17.4 

6 

5.8 

31 

U  S  Industries 

7.4 

39 

5.0 

0.2 

5.2 

35 

6.7 

2.0 

10.2 

24 

-10.7 

40 

IC  Industries 

7.1 

40 

7.0 

0.6 

4.8 

42 

5.1 

3.4 

14.3 

11 

9.6 

22 

Allied  Products 

6.9 

41 

1.4 

1.4 

3.2 

41 

5.3 

03 

6.8 

39 

1.8 

37 

Whittaker 

2.7 

42 

6.6 

0.9 

5.5 

44 

3.4 

1.6 

2.4 

47 

-22.0 

41 

uqua  Industries 

2.7 

43 

def 

1.2 

0.2 

43 

4.2 

def 

12.2 

14 

-25.6 

42 

UOP 

1.6 

44 

def 

0.5 

def 

47 

1.4 

def 

9.2 

31 

-33.7 

43 

Litton  Industries 

0.5 

45 

0.6 

0.8 

2.1 

46 

1.9 

0.3 

7.1 

35 

-44.1 

44 

Bangor  Punta 

def 

46 

13.8 

0.8 

8.1 

45 

2.2 

4.7 

1.8 

48 

P-D 

45 

National  Kinney 

def 

47 

def 

6.0 

1.8 

37 

6.0 

def 

7.1*? 

36 

P-D 

45 

Singer 

def 

48 

def 

1.2 

def 

48 

def 

def 

5.0 

43 

P-D 

45 

Southdown 

13.7 

1.1 

7.9 

** 

5.2 

13.5| 

13 

3.0} 

36 

dustry  Medians 

12.8 

12.5 

0.7 

8.1 

8.4 

3.4 

10.2 

8.3 

dustry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

ilanation  of  Yardstick  calculations  on  page  39.  t  Four-year  growth.  it  Three-year  growth.  P-D  Profit  to  deficit. 
:it  to  profit:  not  ranked.       def  Deficit.       *'  Not  available:  not  ranked. 
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Busine 


Whenever  an  employee 
steps  into  a  non-commercial 
aircraft— whether  rented, 
chartered  or  company 
owned— his  firm  is  exposed 
to  major  liabilities*  For  some 
of  them,  needed  insurance 
coverage  may  be  overlooked. 

A  brief  review  by  INA  of 
an  insurance  topic  of  interest 
to  business  executives. 


Business  flying  — flying  for  business  purposes  by 
means  other  than  the  scheduled  airlines— has  become 
a  way  of  life  in  corporate  circles. 

In  the  past  five  years  alone,  business  aircraft  flight 
mileage  is  estimated  to  have  increased  by  about  33%, 
with  about  1.5  billion  miles  logged  in  1975.  according 
to  the  National  Business  Aircraft  Association.  At  the 
same  time,  the  number  of  cities  served  by  commercial 
airlines  has  continued  to  decline  (the  total  is  down  30% 
since  1960),  making  non-commercial  business  flying  a 
necessity  for  more  and  more  firms  as  well  as  a  conven- 
ience for  all  of  them. 

How  sate  is  flying  on  business  aircraft?  The  Na- 
tional Transportation  Safety  Board  says  that  the  accident 
rate  for  business  flying  is  well  below  that  for  general 
aviation,  which  takes  in  all  non-airline  operations.  For 
the  professionally  piloted  corporate/executive  segment, 
the  accident  rate  is  lower  still  — in  fact,  it  is  comparable 
to  that  for  scheduled  airlines  in  terms  of  aircraft-hours 
flown.  The  long-term  trend  toward  fewer  accidents  is 
reflected  in  aviation  insurance  rates,  which  have  de- 
creased steadily  as  a  percentage  of  total  operating  costs 


over  the  past  decade. 

The  conditions  that  make  for  safe  business 
can  be  succinctly  stated:  an  alert,  well-trained  and 
rienced  professional  pilot  with  final  authority  fc 
craft  operations  decisions,  flying  a  modern  and  I 
ulously  maintained  airplane.  Despite  sophisticated 
gational  aids  and  fail-safe  devices  the  principal 
factors  continue  to  be  the  pilots  skill,  judgmer 
familiarity  with  the  specific  make  and  model  of  t| 
craft  he  is  flying. 

When  an  accident  does  occur,  however,  it  car] 
widespread  legal  ramifications— many  of  which 
as  a  surprise  to  executives  who  assumed  their  firl 
well  protected  against  all  eventualities. 

Who  pilots  the  pilot  ? 

Suppose,  for  example,  that  a  company  sal 
charters  a  plane  in  order  to  keep  an  important  ap 
ment  with  a  customer.  Even  though  his  firm  ma; 
rules  forbidding  charter  flights  for  business  purj 
if  an  accident  takes  place  the  firm  could  be  held 


amages  — including  any  suffered  by  the  crew  and 
;ngers  and  any  damage  to  the  plane  itself.  The  pre- 
dion is  that  in  directing  the  pilot  where  to  take 
the  passenger  is  exercising  control  over  the  pilot 
nay  therefore  have  to  share  responsibility  for  what 
place. 

the  salesman  is  himself  a  pilot  and  rents  a  plane 
business  trip,  he  may  not  be  covered  as  a  pilot  under 
»wners  liability  policy,  or  the  coverage  may  be  in- 
dent for  the  extensive  damages  usually  involved, 
same  principle  applies  if  he  flies  his  own  plane  or 
of  a  friend.  An  aircraft  non-ownership  policy  can 
ide  large  amounts  of  liability  coverage  at  relatively 
cost— coverage  seldom  furnished  by  regular  busi- 
insurance. 

ederal  regulations  do  not  require  insurance  for 
)any-owned  planes  used  in  the  furtherance  of  busi- 
pursuits  unless  those  planes  are  hired  or  chartered 
hers  for  interstate  carriage  of  passengers  or  cargo. 
>ractice,  of  course,  liability  insurance  against 
y  injury  and  property  damage,  as  well  as  damage  to 


the  aircraft  itself,  is  a  necessity— particularly  in  this  day 
of  high  jury  awards. 

If  a  company-owned  plane  is  flown  to  another  coun- 
try, it  is  advisable  to  determine  in  advance  whether  the 
insurance  coverage  provided  by  a  U.S.  carrier  is  legally 
recognized  in  that  country.  If  not,  acceptable  coverage 
should  be  arranged  before  arrival.  Otherwise,  in  the 
event  of  an  accident,  the  plane  could  be  seized  and  its 
occupants  held  to  face  criminal  charges. 

Admitted  liability 

All-purpose  corporate  aviation  insurance,  including 
both  owned  and  non-owned  aircraft  coverages,  can  be 
obtained  in  a  single  broad  contract  with  protection  ad- 
justed to  company  needs. 

Such  insurance  may  include  the  feature  known  as 
"admitted  liability,"  which  pays  specified  benefits  for 
injury  or  death  of  passengers  and  crew  whether  or  not 
the  company  is  legally  liable.  In  the  aftermath  of  an  ac- 
cident, this  provision  can  help  a  firm  retain  good  will 
and  avoid  litigation. 

As  a  fuller  discussion  of  business  aviation  insurance 
from  an  objective  standpoint,  INA  has  prepared  a  book 
let  entitled,  "Business  Flying:  Some  Professional  Con- 
siderations." Copies  may  be  requested  by  writing  INA 
Corporation,  1600  Arch  Street.  Philadelphia,  Pa.  19101. 

*       *  * 

The  Insurance  Company  of  North  America  was 
founded  in  Independence  Hall,  Philadelphia,  in  1792. 
Today  INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  property  and  casualty 
insurance,  marine  and  aviation  insurance,  life  and  group 
insurance,  reinsurance  and  risk  management  services. 

INA  insurance  products  and  services  are  made  avail- 
able through  selected  independent  agents  and  brokers  — 
professionals  with  a  comprehensive  knowledge  of  in- 
surance needs  and  solutions. 

INIV 

Insurance  Professionals 


Leisure 


The  leisure  companies  have  more  things  to  sell. 

But  has  the  U.S.  public  the  money, 

time  or  inclination  to  spend  more  on  leisure? 


The  leisure  industry  doesn't  ask  for 
much.  All  it  wants  is  a  nation  with 
more  money  to  spare  and  more  spare 
time  in  which  to  spend  it.  Last  year 
the  leisure  industry  got  neither. 

The  average  American  worker's  real 
spendable  earnings  (adjusted  for 
taxes  and  inflation)  last  year  came  to 
about  $91  a  week-down  from  $96.64 
in  1972. 

More  surprisingly,  last  year  the 
American  wage  earner  spent  some 
41  hours  a  week  on  the  job— just 
about  as  many  hours  as  he  was 
spending  nearly  30  years  ago.  The 
workweek  had  been  declining  steadily 
through  the  first  half  of  the  20th  cen- 
tury— from  58  hours  in  1901  to  42 
hours  in  1948.  If  that  pattern  had 
continued,  each  worker  today  would 
be  enjoying  an  additional  half  day 
of  leisure.  But,  in  fact,  there  has 
been  little  or  no  change  since  World 
War  II.  Professor  John  D.  Owen,  an 


economist  at  Wayne  State  University, 
speculates  that  workers  preferred  to 
press  for  more  dough  than  for  more 
free  time. 

These  discouraging  trends,  needless 
to  say,  did  not  stop  the  flow  of  new 
diversions  aimed  at  the  disposable  dol- 
lar. In  1976,  for  example,  at  least  one 
major  innovation  drew  a  lot  of  atten- 
tion: the  videodisc  device  for  home 
TV  screens,  a  potential  multibillion- 
dollar  market.  Another  new  pastime, 
video  gaming,  which  utilizes  home 
TV  screens  for  electronic  versions  of 
tennis,  pinball,  bridge  and  a  lot  more, 
also  began  to  find  a  mass  market- 
close  to  3  million  video-game  sets  sold 
in  1976,  6  million  in  view  in  1977. 
Pressure  gathered,  too,  last  year  for 
what  seems  likely  to  be  a  major  ex- 
pansion of  an  old  pleasure— gambling. 
New  Jersey's  vote  to  authorize  rou- 
lette, craps,  21  and  other  casino 
games  in  decaying  Atlantic  City  seems 


LEISURE:  Yardsticks  of  Management  Performance 


PROFITABILITY 

Return  on  Equity 

Return  on  Total  Capital 

GROWTH 


Sales 


Earnings/Share 


Net 


5- Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5- Year 

5-Year 

5-Year 

Company 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

TRAVEL. 

McDonald's 

26.3% 

1 

25.1% 

1.0 

13.0% 

2 

14.9% 

9.50/o 

38.4% 

2 

33.5% 

2 

Pizza  Hut 

26.1 

2 

27.3 

0.7 

18.2 

1 

20.5 

6.6 

48.1 

1 

36.8 

1 

Denny's 

19.4 

3 

23.6 

0.5 

15.3 

4 

11.0 

4.7 

31.8 

3 

15.8 

5 

Loews 

19.0 

4 

18.4 

1.0 

6.6 

6 

6.9 

2.5 

27.7 

4 

16.5 

3 

Howard  Johnson 

13.3 

5 

13.8 

0.0 

13.2 

3 

12,8 

6.4 

7.9 

8 

14.0 

6 

Hilton  Hotels 

12.3 

6 

12.0 

0.6 

9.0 

5 

7.5 

7.4 

7.8 

9 

11.7 

7 

Marriott 

12.0 

7 

11.8 

1.1 

6.2 

8 

6.4 

3.6 

21.0 

6 

16.3 

4 

Holiday  Inns 

10.0 

8 

7.6 

0.7 

5.8 

7  I 

6.7 

3.6 

11.9 

7 

2.7 

8 

Hyatt  Corp 

3.3 

,  9 

def 

2.0 

1.0 

9 

4.2 

def 

21.5 

5 

-22.6 

9_ 

Medians 

13.3 

13.8 

0.7 

9.0 

7.5 

4.7 

21.5 

15.8 

ENTERTAINMENT. 

CBS 

21.7% 

1 

24.0% 

0.2 

20.2o/o 

2 

17.3% 

7.1% 

9.7% 

5 

11.8% 

5 

MCA 

21.6 

2 

24.8 

0.0 

24.2 

1 

19.0 

11.5 

16.0 

3 

34.2 

1 

General  Cinema 

18.6 

3 

18.8 

0.9 

12.1 

4 

10.4 

4.5 

20.4 

2 

13.8 

4 

MGM 

18.1 

4 

25.3 

0.7 

16.7 

3 

11.4 

11.7 

2.0 

11 

DP 

RCA 

14  1 

5 

13.3 

0.9 

8.5 

8 

8.6 

3.0 

7.1 

8 

8.9 

7 

Amer  Broadcasting 

138 

6 

12.6 

0.6 

9.2 

5 

10.3 

3.4 

8.1 

7 

16.9 

3 

Metromedia 

13.1 

7 

20.8 

0.4 

15.0 

7 

9.2 

10.2 

6.3 

9 

10.7 

6 

Warner  Communications 

12.5 

8 

6.8 

0.9 

4.8 

9 

7.9 

2.2 

14.5*t 

4 

— lS.Ott 

8 

Twentieth  Century-Fox 

11.2 

9 

7.7 

0.8 

5.0 

10 

6.8 

2.6 

9.2 

6 

DP 

Walt  Disney 

11.0 

10 

11.9 

0.0 

10.7 

6 

9.3 

12.8 

24.7 

1 

18.8 

2 

Columbia  Pictures 

10.4 

11 

94.2 

4.4 

18.1 

11 

0.7 

7.8 

4.0 

10 

P-D 

9 

Medians 

13.8 

«*•• ....  ■-. 

18.8 

0.7 

12.1 

9.3^ 

7.1 

9.2 

11.8 

104 
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DISCOVER  THE  EXCITEMENT  AT 

Sotheby  P&rke  Bernet 


llecting  with  confidence 

5by  Parke  Bernet,  the  world's  largest 
of  art  auctioneers,  invites  you  to  be- 
:  part  of  something  marvelous  .  .  . 
e  excitement  surrounds  you  .  .  .  and 
e  beauty  is  honest,  real,  superb,  au- 
icated  ...  and  available! 
rs  come  and  others  go  .  .  .  but  Sotheby 
;  Bernet  has  been  in  the  auction  business 
undreds  of  years. 

iding  out  more  about  us 

you  know  about  our  public  exhibi- 
?  Before  every  auction,  all  of  the 
s  are  not  only  explained  in  our  splen- 
catalogues,  but  also  are  on  view  at 
galleries.  It's  our  "open  house"  invi- 
q  to  you. 

I  when  you  see  something  you  would 
to  own,  our  experts  are  ready  to  help, 
you  know  that  there  is  no  firm  in  the 
e  world  with  so  many  real  experts 
or  with  so  many  respected  appraisers? 

catalogues  have  a  full  list  of  esti- 
d  prices  on  everything  we  offer  for 

so  you  can  check  your  price  range 

at  the  exhibition. 


Biddin 


g 


When  you  decide  you'd  like  to  bid  on 
something,   but   discover  you  cannot  be 
physically   present   at   the   auction,  just 
leave  a  bid.  Our  Bids  office  will  execute 
it  for  you — of  course,  being  here  your- 
self to  bid  is  the  most  exciting  of  all 
.  .  .  and  it's  easy.  Remember  you  set 
the  price! 


Exciting 
News! 


ed  above  are  just  a  few  of  the  art 
( 1  sold  at  recent  auctions,  with  their 
t  ndicated:  Starting  at  upper  left: 
(  enamel  Kovsh,  19th  century, 
^Venetian  bronze  Venus,  16th  cen- 
,  4200;  George  II  mahogany  chair, 
'I  Tete  Ocre,  oil  painting  by  Henry 
fci,  $155,000;  Staffordshire  enamel 

8th  century,  $525;  Baku  rug, 
*  Chinese  jade  horse,  $1400;  silver 
a  >ot,  London,  1741,  $1400;  and  a 
i::  and  diamond  brooch,  $11,500. 


980  MADISON  AVENUE 
NEW  YORK  10021 
212/472-3400 

34/35  NEW  BOND  ST. 
LONDON  W1A2AA 
01/493-8080 

7660  BEVERLY  BLVD. 
LOS  ANGELES  90036 
212/937-5130 


And,  when  you  happen  upon  that  Dufy 
you  must  have,  surprise!  Headlines  don't 
always  tell  the  whole  story!  Even  though 
most  of  the  great  homes,  libraries 
and  collections  sold 
at  auction  have  been  ife 
handled  by  Sotheby  1 
Parke  Bernet,  and  even  | 
though  the  Rembrandts, 
Renoirs  and  rare  dia- 
monds sold  for  millions 
make  the  headlines, 
most  of  the  things  we 
re  II  go  for  under  $1000! 


Rou  nd- the- world 
excitement 

And  should  someone  invite  you  abroad  (go 
.  .  .  that's  pretty  exciting  in  itself)  ...  we 
are  with  you.  You  can  buy  (or  sell  for 
that  matter)  in  London,  Zurich,  Monaco, 
Toronto,  Hong  Kong,  Florence,  and  Am- 
sterdam. In  the  United  States  there 
A  are  salesrooms  in  New  York  and 
Los  Angeles  as  well  as  regional 
representative  offices  in  Boston, 
Houston  and  Palm  Beach. 


Find  out  more.'  Use  this  cou- 
pon for  your  free  introduc- 
tory copy  of  the  Sotheby 
Parke  Bernet  Newsletter.  It 
lists  the  sales  held  in  New 
York,  Los  Angeles,  London, 
and  elsewhere. 


SOTHEBY  PARKE  BERNET  INC 
980  MADISON  AVE.,  NEW  YORK  10021,  Dept.  RB 

Please  send  me  a  copy  of  the  current  Sotheby  Parke 
Bernet  Newsletter,  free  of  charge. 

□  I  am  also  interested  in  finding  out  about  sub- 
scriptions to  auction  catalogues.  Please  send  me 
a  selection  of  catalogues  with  price  lists.  I  en- 
close $5.  and  understand  that  this  will  be  cred- 
ited against  the  price  of  a  subscription,  should  I 
decide  to  become  a  subscriber. 


name. 
street_ 
city  


state. 


-zip- 


sure  to  encourage  similar  action  else- 
where—with clear  implications  for  the 
hotel,  travel  and  crime  businesses. 

Traditional  theory  about  people's 
leisure  spending  holds  that  in  a  time 
of  economic  recovery  and  rising  con- 
sumer confidence,  like  1976,  there  is 
a  diversion  of  consumer  leisure  dol- 
lars into  more  expensive  pursuits  and 
durable  goods  spending.  After  two 
disastrous  years,  some  producers  of 
recreational  vehicles— motor  homes, 
trailers,  campers— are  recovering.  Oth- 
er so-called  big-ticket  items  like  out- 
board motors,  ski  equipment  and  top- 
of-the-line  tennis  racquets  did  better 
last  year,  too.  But  a  lot  of  that  was 
simply  demand  that  had  been  de- 
ferred in  the  gloom  of  1974  and  1975. 
And  the  recovery  was  short-lived. 
Says  Harold  Vogel  of  Paine,  Webber, 
"But  there  really  was  no  follow- 
througli  after  the  beginning  of  the 
year." 

Besult:  Nineteen-seventy-six  was 
!>y  no  means  a  boom  year.  Except 
for  a  few  companies  like  Tandy  and 


Polaroid,  most  of  the  recreation  com- 
panies on  the  Yardsticks  showed  a 
lower  return  on  equity  in  the  latest 
12  months  than  their  five-year  aver- 
ages. Meanwhile,  an  entertainment 
company  like  Warner  Brothers  saw 
return  on  equity  in  the  latest  12 
months  fall  to  SM,  from  a  \2.5'H 
five-year  average. 

No  Stampede 

"It's  fair  to  say  that  there's  been 
an  improvement  in  most  of  our  big- 
ticket  items,  but  let's  not  create  the 
aura  of  a  boom  or  stampede,"  says 
W.T.  York,  president  of  AMF,  one  of 
the  largest  and  most  diversified  of  the 
recreation  companies.  AMF  had  a  re- 
turn on  equity  of  12.8%  in  the  latest 
12  months,  compared  with  a  five- 
year  average  of  15.4%.  That's  why 
York  wants  to  see  something  closer 
to  a  50/50  split  between  the  indus- 
trial and  leisure  parts  of  AMF's  busi- 
ness, as  opposed  to  the  current  two- 
thirds  from  leisure.  "We'd  be  better 
off  across  the  business  cycle  if  we 


weren't  overly  dependent  on  the  con- 
sumer," he  says.  \ 

Even   small-ticket   purchases,  like 
movies,  sagged  last  year.  And  there  II 
was  more  to  the  lag  than  the  theo-  ' 
retical    explanation    that  big-ticket 
items  had  diverted  too  much  and  left  I 
too  little  for  others.  Explains  Alan  J. 
Hirschfield,  who  took  control  of  Co- 
lumbia Pictures  in   1973  when  the  I 
company  was  in  the  red,  "There's 
been  an  unusually  weak  run  of  prod- 
ucts in  1976  compared  with  1975.  It 
started  last  Christmas  with  Warner's 
Barry  Lyndon  and  Twentieth  Cen- 
tury-Fox's Lucky  Lady.  They  didn't 
really  catch  on,  and  since  then  there 
has  been  no  real  blockbuster." 

Hirschfield  is  more  hopeful  about 
1977,  with  movies  like  Paramount's 
King  Kong,  United's  Roller  Coaster 
and  Columbia's  own  pictures  like  The 
Deep  and  Close  Encounters  with  the 
Third  Kind  scheduled  for  release. 

Despite  a  poor  year  for  the  indus- 
try, Hirschfield  had  no  complaints 
about  Columbia's  showing:  In  the  lat- 
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For  Investors  Who  Read  Trends 

White  Consolidated  Has  A  Story  To  Tell. 


The  five-year  trend  tells  the  story.  Even  with  the 
inevitable  dips,  continued  upward  movement  over 
the  long  haul.  Upward  in  the  measurements  of 
performance  meaningful  to  investors. 

But  there's  more  to  the  story. 

Like  a  management  team  that's  conservative  but 
innovative.  Youthful  but  seasoned.  Aggressive 
but  responsible.  Determined  and  ready  to  move 
the  company  forward. 

And  products  that  serve  two  vital  and  growing 
markets  —  products  for  the  home  and  machinery 
and  equipment  for  industry. 


With  cyclical  protection  that  comes  from  the  bal- 
ance of  the  two.  And  keeps  the  trend  line  moving  up. 

Our  current  annua!  report  tells  the  story  behind  the 
trend  lines.  For  a  copy  write  Ward  Smith,  President, 
1 1 770  Berea  Road,  Cleveland,  Ohio  441 11 . 


.  n  White  Consolidated 
J    Industries,  Inc. 


1971 


1375 


^BEFORE  EXTRAORDINARY  ITEMS 


Merci,  I 
Monsieu 

You  sure  g 


Look  where  the 
science  of  transportation 
is  now. 

Today,  thanks  to  the  inventiveness  of  people 
like  Monsieur  Cugnot,  transportation  is  a 
science.  A  science  that  moves  people  and 
products  from  where  they  are  to  where  they 
want  to  be.  Efficiently.  Economically. 

Rockwell  International  is  very  much  a  part 
of  that  science  with  products  that  range 
from  undersea  navigation  systems  to  the 
world's  first  reusable  spacecraft . . .  and  many 
other  forms  of  transportation  in  between. 

The  science  of  transportation  is  just  one 
of  the  sciences  of  Rockwell,  one  of  the  ways 
we're  putting  science  to  work  for  man. 

Further  information,  including  our  Annual 
Report,  is  available  by  writing:  Rockwell 
International,  Department  815R,  600  Grant 
Street,  Pittsburgh,  PA  15219. 


Over  half  of  all  on-highway  Rockwell  builds  driv 

heavy-duty  trucks  and  trac-  components  and  heav> 

tors  ride  on  Rockwell  axles  brakes   for  off-hig 

and  stop  with  Rockwell  equipment  used  in  mi 

brakes.  Other  Rockwell  forestry,  construction, 

components  for  America's  culture  and  many  t 

vital  highway  transportation  fields, 
system  include:  suspension 
springs,  U-joints  and  rein- 
forced plastic  assemblies. 


Nicolas  Joseph  Cugnot,  of  France, 
iilt  the  world's  first  self-propelled 
road  vehicle.  When?  Over  200 
ars  ago.  It  travelled  at  about  three 

miles  per  hour  with  stops  at  15- 
linute  intervals  to  build  up  steam. 
Monsieur  Cugnot  is  credited  with 
ther  first:  While  motoring  through 
ie  streets  of  Paris,  he  took  a  sharp 
turn  too  speedily  and  became  the 
world's  first  automobile  accident 
istic.  Hisvehicle  was  impounded, 
■ver  to  be  driven  on  public  streets 

again.  It  has  been  preserved  in 
the  Conservatoire  des  Arts  et 
Metiers  in  Paris. 


lugnot. 
dings  moving 


300  cars  of  the  Wash- 
ion  area  MTA  will  ride 
jndercarriages  from  the 
ad  Rockwell  line  of 
iponents  for  the  mass 
sit  industry. 


The  Space  Shuttle,  which 
we're  building  for  NASA, 
will  become  the  space 
transportation  system  for 
the  1980s  and  beyond.  Its 
payloads  will  help  put 
space  to  work  for  man. 


High-speed  hydrofoil  boats, 
such  as  this,  have  ac- 
cumulated over  50-million 
passenger  miles,  powered 
by  Powerjets  propulsors 
developed  from  Rockwell's 
rocket  engine  pump  tech- 
nology. 


Our  Rockwell  Turbo  Com- 
mander" 690B  can  take 
busy  executives  into  un- 
tapped markets  —  fast.  It 
outperforms  every  other 
existing  business  propjet  in 
its  class. 


Rockwell  Internationa! 

..  where  science  gets  down  to  business 


Canada.  Home  ice  of  the  helpful  bank 

For  a  good  look  at  the  action, 
get  your  copy  of  'Businessman's  Canada' 


It  takes  talent,  teamwork,  and  a 
knowledge  of  fundamentals  to  excel 
at  Canada's  most  popular  sport. 
And  you'll  need  those  same  skills 
working  for  you  to  win  in  the  Canadian  business  arena. 
Like  hockey,  the  Royal  Bank  was  born  in  Canada. 
And  because  we're  Canada's  leading  bank,  we  have  all 
the  resources  you'll  need  to  help  you  make  a  successful 
start  in  Canada's  fast-growing  industrial  environment. 

Our  book,  'Businessman's  Canada'  gives  you  a  good 
look  at  the  fundamentals  of  taxes,  labour,  tariffs. 


government  policies,  economic  conditions  and 
regional  differences. 

A  request  on  your  corporate  letterhead  will  spee 
your  copy  to  you.  And  you'll  begin  to  see  how  he 
it  can  be  to  team  up  with  the  Royal  Bank. 

THE  ROYAL  BANK  OF  CAN  A 

New  York  Agency.  68  William  St.,  N.Y.  1 0005. 
San  Francisco  Agency,  560  California  St.,  Cal.  94104. 
Representative  offices  in  Chicago.  Dallas.  Los  Angeles 
Head  Office.  Place  Ville  Mane.  Montreal. 
Toronto,  20  King  Street  West. 
Over  1600  offices  in  Canada  and  around  the  world. 


Argentina  •  Australia  •  Bahamas  •  Belgium  .  Beli2e  .  Brazii  •  Cayman  .  Central  Africa  •  Channel  Islands  •  Colombia  •  Dominican  Republic  •  Eastern  Caribbean  •  France  •  French  West  Indies  •  German 
Britain  .  Guyana  •  Haiti  •  Hong  Kong  •  Jamaica  •  Japan  •  Lebanon  •  Panama  •  Puerto  Rico  •  Singapore  •  Thailand  •  Trinidad  &  Tobago  •  United  Arab  Emirates  •  United  States  •  Venezuela  •  Virgin 


est  12  months  it  earned  94.2%  on  its 
equity,  compared  with  a  five-year  av- 
erage of  10.4%.  But  Hirschfield  is  de- 
termined to  diversify  into  other  parts 
of  the  leisure-oriented  field— a  con- 
sumer-product company  like  his  re- 
cently acquired  pinball  manufacturer, 
for  example,  or  a  record  company. 
"You  can't  build  an  earnings  base  on 
movies  alone,"  he  explains. 

Hotel  and  motel  operators,  hit  hard 
by  the  gas  shortage  of  1974  and  the 
recession  of  1975,  saw  better  times 
last  year.  Rare  was  the  spot  that  did 
not  show  higher  occupancy  rates.  For 
the  industry  as  a  whole,  occupancy 
climbed  more  than  four  points,  to 
67%.  But  higher  occupancy  came 
more  as  a  result  of  an  almost  total 
lack  of  building  rather  than  any  real 
boom  in  travel.  "There's  really  a  ques- 
tion of  whether  the  industry  is  via- 
ble enough  to  build  new  properties," 
says  Dennis  Leibowitz,  leisure  analyst 
for  E.F.  Hutton.  Today  construction 
costs  $50,000  to  $60,000  for  a  down- 
town hotel  room,  anywhere  from 
$15,000  to  $20,000  for  a  motel  room. 
Two-thirds  of  all  hotel  and  motel 
business  today  is  business  travel, 
which  is  highly  inelastic.  So  the  key 
to  growth  for  the  industry  is  to  get  a 
bigger  slice  of  the  leisure-travel  pie. 

One  of  the  best  at  that  is  Hilton 
Hotels,  whose  Las  Vegas  properties 
earned  twice  as  much  per  revenue 
dollar  as  the  other  Hilton  Hotels. 
Two-thirds  of  that  high  return  comes 
from  the  gaming  tables  and  slot  ma- 
chines. "We  are  looking  to  do  busi- 
ness seven  days  a  week,"  says  Barron 
Hilton.  That's  why  Hilton  has  com- 
mitted itself  to  tourist  areas  like  Las 
Vegas  and  Hawaii. 

Thanks  largely  to  gambling,  then, 
Hilton  Hotels  maintained  its  return 
)n  equity  in  the  latest  12  months  at 
about  12%;  only  Howard  Johnson  was 
able  to  improve  on  its  five-year  av- 
erage, with  a  13.8%  return  on  equity. 
The  hardest  hit  by  the  recession  and 
*as  shortage,  because  it  had  the 
greatest  percentage  of  its  units,  on  the 
lighway,  Howard  Johnson  took  ad- 
vantage of  the  increase  in  occupancy 
lb  raise  room  rates. 

rating  Faster 

Although  restaurants  as  a  whole 
uffered  through  the  recession,  the 
ast-food  chains  on  the  Forbes  Yard- 
ticks  have  been  getting  an  increasing 
hare  of  the  food  dollar  over  the  same 
)eriod.  McDonald's  alone  now  ac- 
counts for  20%  of  the  nation's  fast- 
ood  expenditures;  with  that  kind  of 
popularity,  its  return  on  equity  for 
he  last  five  years  has  averaged  26.3%. 
dl  three"  fast-food-  compatiies^on  the 
'ardsticks  had  some  durable  long- 
erm  trends  going  for  them,  such  as 


more  women  working  and  more  peo- 
ple in  the  20-to-35  age  group,  the 
heaviest  consumers  of  fast  foods. 

Last  year  was  a  good  deal  more 
like  a  boom  year  for  newspapers, 
magazine  publishers  and  broadcast- 
ers—and an  unexpected  one  at  that. 
The  standard  forecast  was  for  10% 
growth  in  advertising  in  1976.  In  fact, 
what  with  all  the  Bicentennial  pro- 
motions, the  election,  fatter  corporate 
profits  and  the  usual  flow  of  new 
packaged  products,  the  year's  ad  rev- 
enue totals  may  have  soared  by  as 
much  as  17%. 

Since  the  early  Sixties,  TV  has  been 
taking  an  increasing  share  of  the  to- 
tal ad  dollar,  mainly  at  the  expense 
of  magazines.  Even  in  1976,  with 
revenues  up  some  23%,  magazines 
generally— especially  the  largest  ones 
with  national  circulation— still  seem 
vulnerable  to  further  inroads  by  TV 
and  radio. 

Newspapers,  however,  have  done 
better  than  that.  Many  have  been  able 
to  hold  on  to  a  substantial  share  of 
the  ad  dollar-some  30%  (vs.  19%  for 
TV,  7%  for  radio  and  5%  for  maga- 
zines). Strengthened  by  their  strings 
of  acquisitions,  outfits  like  Gannett, 
Harte-Hanks  and  Knight-Ridder  have 
steadily  extended  their  reach,  broad- 
ening into  regional  and  national 
chains.  Accordingly,  they  are  in  a  po- 
sition to  offer  national  advertisers  big- 
ger deals  and  more  efficient  "buys." 

"It's  the  first  year  that  [newspaper] 
advertising  has  grown  faster— a  lot 
faster— than  the  gross  national  prod- 
uct since  the  early  Sixties,"  says 
Lee  B.  Templeton,  marketing  vice 
president  for  the  Knight-Ridder  news- 
paper chain,  of  1976.  "We  think  we 
can  maintain  very  strong  growth  [in 
1977],  especially  if  there's  any  pickup 
in  real  estate  ads."  Knight-Ridder's 
return  on  equity  for  the  latest  12 
months  was  15%,  compared  with  14.3% 
for  the  five-year  average. 

But  small  gains  here  or  there  have 
not  yet  altered  the  basic  pattern.  The 
leisure  market  as  a  whole  is  some- 
thing like  a  zero-sum  game:  If  some- 
one wins,  it  usually  means  that  some- 
one else  has  lost. 

"TV-watching,"  says  Vogel  of 
Paine,  Webber,  "competes  with  read- 
ing the  paper,  records  with  radio  and 
citizens  band,  participant  sports  with 
movies." 

Lee  Templeton  of  Knight-Ridder 
goes,  further:  "We're  not  just  compet- 
ing with  leisure  activities.  Actually  we 
compete  with  commuting  time,  shop- 
ping, even  working.  There  are  just  a 
hell  of  a  lot  of  demands  that  didn't 
exist  50  years  ago,  when  everyone 
lived  on  a  trolley  line  and  there  were 
relatively  fewer  things  to  do.  It's  not 
just  boatmakers  competing  with  oth- 


Place  Your  Bets:  Will  casino  gaming 
lure  well-heeled  visitors  back  to  At- 
lantic City's  now-tawdry  boardwalk? 
It  seems  likely  to  be  a  big  help.  But 
there  is  another  hoped-for  benefit 
—painlessly  raised  tax  revenues— 
whose  prospects  are  far  less  certain. 
Advocates  point  to  Nevada,  formerly 
the  only  state  in  the  Union  where 
casino  gambling  was  legal,  which 
derived  some  $80  million  in  revenues 
from  various  taxes  on  the  gambling 
industry  last  year— a  fat  45%  of  the 
state's  general  operating  revenues. 
New  Jersey,  however,  has  13  times 
the  population  (7.3  million  vs. 
583,000)  and  spends  about  ten  times 
as  much  ($3  billion  vs.  $300  million). 
Just  how  significant  gaming  revenues 
can  possibly  be  in  a  budget  that 
size  remains  to  be  seen. 


er  boatmakers.  It  isn't  them  against 
us.  It's  everybody  vs.  everybody." 

What  Templeton  is  suggesting :  is 
that  the  different  sectors  of  the  let- 
sure  industry  may  have  to  be  satis- 
fied with  a  smaller  piece  of  the  pie. 
That's  what  actually  happened  in 
1976.  It  wasn't  much  of  a  boom  for 
anyone.  ■ 
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Finance 


The  profit  outlook  for  1977  is  generally  good, 
but  both  the  banks  and  the  insurance  companies 
need  more  capital.  And  the  insurance 
companies  have  some  special  political  problems. 


The  Carter  Administration  will  be 
pushing  for  an  expansionist  economic 
policy  this  year.  But  it  will  be  hard 
for  the  financial  institutions  to  pro- 
vide the  money  even  though  they 
want  to.  Management  caution  will 
continue  to  be  encouraged  by  limited 
capital  and  by  painful  recent  mem- 
ories of  making  too  many  loans  too 
rapidly  in  areas  like  real  estate.  The 
Carter  people  would  like  to  set  the 
economy  on  fire,  but  bankers  and  fire 
&  casualty  company  officials  do  not 
want  to  be  burned— as  they  were  in 
the  expansionary  atmosphere  of  the 
early  Seventies. 

"It  may  be  fair  to  say,"  ventures 
President  John  F.  McGillicuddy  of 
Manufacturers  Hanover  Trust,  speak- 


ing for  the  bankers,  "that  our  indus- 
try will  get  less  lift  from  leverage  and 
liability  management  over  the  next 
several  years  than  it  did  in  the  1960s 
and  early  1970s."  For  the  insurance 
men,  President  William  O.  Bailey  of 
Aetna  Life  &  Casualty  concedes  that 
"it  will  be  necessary  to  allocate  our 
industry's  analytical  and  research  re- 
sources in  a  much  more  conscious,  ef- 
ficient and  productive  manner  than  in 
the  past."  That  translates  as:  Don't 
get  carried  away,  either  in  writing  in- 
surance or  in  making  investments. 

All  of  which  bodes  well  for  prof- 
its. It  means  that  demand  will  be 
strong  for  money  and  insurance,  but 
that  those  able  to  lend  or  under- 
write can  and  will  pick  and  choose. 


FINANCE— CONSUMER  FINANCE:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Debt/ 


Net 


Earnings/Share 


5-Year 

5- Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Yeai 

Company 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Beneficial  Corp 

14.9% 

1 

17.6% 

1.9 

7.1% 

3 

6.1% 

6.4% 

7.2% 

3 

6.3% 

1 

Household  Finance 

13.9 

2 

16.5 

1.7 

7.8 

1 

6.9 

4.0 

13.3 

1 

2.8 

3 

CIT  Financial 

12.7 

3 

12.7 

2.0 

6.3 

2 

6.3 

16.9 

3.8 

4 

5.8 

2 

Control  Data 

5.2 

4 

5.3 

0.6 

4.7 

4 

4.5 

2.3 

12.0 

2 

2.7 

4 

Medians 

13.3 

14.6 

1.8 

6.7 

6.2 

5.2 

9.6 

4.3 

FINANCIAL  SERVICES. 

Marsh  &  McLennan  Cos 

28.6% 

1 

29.9% 

0.0 

29.2% 

1 

27.7% 

13.7% 

14.1% 

7 

11.7% 

E  F  Hutton  Group 

20.2 

2 

25.7 

0.4 

20.7 

2 

16.0 

7.3 

16.9 

4 

17.1 

3 

Fedl  Natl  Mortgage 

18.6 

3 

15.3 

30.1 

3.9 

15 

4.2 

4.8 

22.9 

2 

30.0 

1 

American  Express 

15.8 

4 

15.4 

0.2 

13.0 

4 

13.5 

5.8 

13.4 

8 

16.9 

4 

Walter  E  Heller  Intl 

15.2ft 

5 

13.8 

2.0 

7.2 

10 

7.5tt 

9.0 

** 

Merrill  Lynch  &  Co 

13.8 

6 

18.2 

0.0 

18.2 

3 

13.5 

9.7 

12.3 

9 

4.9 

11 

Imperial  Corp  of  Am 

12.7 

7 

14.0 

0.0 

13.7 

6 

12.4 

12.0 

22.8 

3 

16.4 

5 

First  Charter  Finl 

12.6 

8 

14.1 

0.0 

13.5 

5 

12.5 

14.4 

15.5 

6 

13.9 

6 

Sears,  Roebuck 

12.1 

9 

11.5 

0.3 

9.5 

8 

10.5 

4.2 

8.1 

13 

4.5 

12 

H  F  Ahmanson 

11.4 

10 

11.9 

0.0 

11.9 

7 

11.6 

9.1" 

16.2 

5 

9.1 

8 

Gt  Western  Financial 

10.6 

11 

9.5 

0.0 

9.3 

9 

10.2 

8.1 

11.7 

10 

26.1 

2 

Investors  Div  Svcs 

9.9 

12 

9.7 

0.6 

6.8 

12 

6.8 

7.0 

7.1 

14 

—2.5 

14 

Transamerica 

9.7 

13 

14.0 

0.9 

9.1 

11 

7.1 

4.2 

10.3 

12 

6.8 

9 

American  Financial 

8.4 

14 

def 

3.6 

4.3 

13 

5.9 

0.6 

56.5 

1 

5.1 

10 

Avco 

8.3 

15 

32.3 

1.0 

12.5 

14 

5.8 

7.8 

1.7 

15 

0.2 

13 

Reliance  Group 

def 

16 

def 

3.1 

3.1 

16 

3.9 

0.1 

11.2 

11 

P-D 

15 

Medians 

12.4 

14.0 

0.4 

10.7 

10.4 

7.6 

13.4 

9.1 

Industry  Medians 

12.7 

14.0 

0.6 

9.2 

7J 

7.2 

12.3 

6.3 

All-Industry  Medians 

12.7 

12.9 

04 

9.8 

9.1 

4.6 

11.8 

9.4 

Note:  Explanation  of  Yardstick  calculations  on  page  39. 

tt  Three-year  average.  P-D 

Profit  to  deficit.  d< 

f  Deficit. 

Not  available;  not  ranked. 
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Eve  r  wonder  who  jiays 
for  all  those  lawsuits 
you've  been  reading  about? 

The  right  to  sue  is 
basic  to  the  American  legal 
system.  But  lately  there's 
been  an  enormous 
increase  in  the  number  of 
liability  claims.  For  example, 
medical  malpractice  claims 
have  been  soaring,  and 
a  similar  trend  is  now 
j  appearing  in  products 
liability. 

And  not  only  has 
the  number  of  claims  been 
escalating,  but  the  amount 
of  money  involved  has  been 
increasing  dramatically  too. 

These  are  some  of  the 
reasons  why  you  and  every- 
one who  buys  liability 
insurance  must  pay 
higher  premiums. 

Insurance,  after  all,  is 
simply  a  means  of  spreading  risk. 
Insurance  companies  collect 
premiums  from  many  people  and 
compensate  those  who  have  losses. 

The  price  of  insurance  must 
reflect  the  rising  cost  of  paying 
for  those  losses  and  the  expense 


of  handling  them.  That's  why  your 
insurance  premiums  have  been 
going  up. 

No  one  likes  higher  prices. 
But  we're  telling  it  straight. 


INDUSTRIAL  INDEMNITY 

one  of  the 
CRUM&FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 

Industrial  Indemnity  Home  Office:  San  Francisco 94120 


Looking  at  the  banks  as  a  group, 
David  Rothgaber,  senior  stock  analyst 
at  Dean  Witter  &  Co.,  sees  earnings 
rising  9%  to  11%  this  year,  after  a 
minuscule  gain  of  only  1%  or  so  in 
1976.  This  improvement  assumes,  he 
says,  a  rise  in  bank  credit  of  about 
8%,  with  the  margin  between  the  cost 
of  all  revenues  and  the  charge  for 
total  operating  expenses  edging  up- 
ward from  0.79%  to  0.80%. 

There  will  be  some  pressure  on 
bank  profits  in  1977  from  the  prob- 
able continuing  decline  in  interest 
rates.  As  the  decline  takes  place 
— gradually,  to  be  sure,  and  in  small 
steps— the  margin  between  the  cost  of 
money  and  the  yield  on  loans  will  tend 
to  narrow.  But  as  the  capital  base  of 
the  banks  broadens,  the  growth  in 
total  assets  and  in  volume  of  busi- 
ness should  yield— even  on  the  some- 
what narrowed  margins— quite  satis- 
factory results. 

How  bank  earnings  gains  will  look 
on  paper,  however,  will  be  very  much 
in  the  hands  of  the  accountants  and 
auditors,  since  new  Financial  Ac- 
counting Standards  Board  reporting 
rules  are  expected  to  go  into  effect. 
The  banks  will  bear  the  brunt  of  the 
new  tougher  standards,  which,  for 
example,  will  require  a  charge  against 
earnings  when  a  shaky  loan  in  real 
estate,  shipping  or  wherever  has  its 
interest  rate  chopped  or  deferred,  or 
its  repayment  period  extended.  For 
such  a  change  in  the  loan  terms  will 
require  a  write-down  in  the  face  val- 
ue of  the  loan  and  a  charge  against 
loan-loss  reserves.  On  the  other  hand, 
when  and  if  the  principal  is  repaid, 


SHRUNKEN  BASES 
(Of  Banks  And  Insurance  Companies) 

As  recently  as  1970  banks  and  insurance  companies  had  an  ample 
capital  base.  But  they  went  after  too  much  business,  took  too  many 
risks  that  generated  capital-shrinking  losses  and  were  overextended  by 
1974.  Despite  recent  improvement  in  the  ratios  of  business  to  underlying 
equity,  more  capital  is  still  needed  before  loans  can  be  extended  or 
policies  written  in  generous  volume. 
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the  banks  will  book  a  profit  consisting 
of  the  excess  above  the  written-down 
loan  figure. 

Tougher  accounting  rules  apply  to 
insurance  companies,  too,  and  will 
temper  earnings  gains  in  this  indus- 


try also.  Insurance  men  will  have  to 
disclose  a  good  deal  more  about  the 
current  value  of  their  equity  invest- 
ments, and  they  must  do  so  on  a 
quarterly  basis— which  means  that 
their    earnings    will   be    subject  to 


Sears  Has  All  The  Pieces 

Bankers'  palms  get  a  bit  sweaty 
whenever  they  contemplate  what 
giant  Sears,  Roebuck  &  Co.  could  do 
to  their  business.  If  the  banking  laws 
and  regulations  permitted,  Sears 
could  quickly  put  together  a  full-ser- 
vice, nationwide  money  organization 
that  might  make  the  long-talked- 
about  cashless  society  a  reality. 

Sears  has  most  of  the  important 
pieces  to  dispense,  collect  and  transfer 
money  rapidly  on  a  national  scale.  It 
has  the  consumer-level  outlets,  in  the 
form  of  its  861  retail  stores  spread 
coast-to-coast.  It  has  the  nationwide 
data-processing  network  linking  the 
outlets  together,  in  the  form  of  a  mas- 
sive computer  system  that  now  han- 
dles its  cash  register  transactions,  its 
customer  billing  and  its  inventory 
and  cost  controls.  Sears'  data-process- 
ing setup  is  so  advanced  that  already 
it  is  preparing  to  fight  off  legislators 
and  banking  regulators  who  may  wish 
to  classify  it  as  an  electronic  funds 


Chairman  Wood  of  Sears 

transfer  system  and  make  it  subject  to 
banking  regulations. 

What's  more,  Sears  is  solidly  posi- 
tioned in  several  key  financial  services 
businesses.  Its  wholly  owned  Allstate 
Insurance  Co.,  with  assets  of  $5.5 
billion,  is  the  nation's  12th-largest  in- 
surer. It  owns  Allstate  Savings  &  Loan 
Association  in  Southern  California, 
with  44  offices  and  $856  million  in 
deposits,  and  will  soon  acquire  an- 
other, Security  Savings  &  Loan,  with 
39  offices  and  $950  million  in  de- 


posits. In  its  retailing  business,  it  was 
an  early  pioneer  in  consumer  credit. 
Sears,  in  short,  knows  almost  as  much 
about  the  money  business  as  it  does 
about  retailing. 

Rest  assured  that  established  banks 
and  insurance  companies  would 
scream  bloody  murder  if  Sears  at- 
tempted to  use  its  massive  computer 
system  and  nationwide  store  network 
to  become  a  full-service,  nationwide 
money  company.  For  now,  the  most 
effective  bar  to  its  doing  so  are  bank- 
ing regulations  that  forbid  branching 
beyond  prescribed  geographical  areas 
and  entering  what  are  considered  non- 
banking  businesses. 

But  say  Sears  did  get  the  green 
light  to  put  its  pieces  together.  Cer- 
tainly its  setup  would  grab  a  lot  of 
business  away  from  banks  and  other 
financial  institutions.  Moreover,  from 
the  consuming  public's  viewpoint,  the 
speed  and  convenience  might  be 
something  else  again. 
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There  is  no 
alternative  to  getting 
more  natural  gas. 


No  other  energy 
can  fill  the  gap. 


ral  gas  plays  an  enormous 
in  running  our  country.  It 
•lies  by  far  the  largest  share 
ergy  for  industry.  It  provides 
es  more  of  America's  energy 
electricity  does. 

it  now  there's 
tical  gas  shortage 

answer  is  finding  more  gas. 
r  energies  can't  be  made 
able  in  large  enough  quan- 
to  fill  the  gap.  For  instance, 
lectric  industry  is  hard 
sed  to  raise  the  17  billion 


dollars  needed  each  year  to 
meet  its  own  normal  growth  re- 
quirements. Replacing  the  energy 
now  used  by  forty  million  gas 
customers  would  require  nearly 
300  billion  dollars  more.  This  is 
clearly  impossible.  It  is  imperative 
to  get  more  gas. 

There  is  a  huge  resource  of 
natural  gas  in  the  country. 

The  gas  industry  is  ready  to  invest 
additional  billions  to  develop 
these  new  supplies.  But  many  of 
these  projects  wait  on  the  tough 


energy  decisions  America  must 
make.  These  include  leasing  of 
offshore  drilling  sites,  develop- 
ment of  Arctic  gas  supplies,  new 
projects  in  coal  gasification. 

Getting  more  gas 
can't  wait  any  longer. 

Action  is  urgently  needed  on  all 
these  fronts  so  we  can  keep 
America  supplied  with  gas.  We 
need  your  understanding  and 
support  to  solve  the  critical  gas 
shortage,  and  your  help  A 
in  saving  gas.  ACAaSS^88  fl 


much  wider  swings  than  ever  before. 

But  the  financial  institutions'  big- 
gest problem,  and  one  that  simply 
will  not  go  away,  is  capital  adequacy. 
Losses  from  bad  business  judgment, 
compounded  by  inflation,  have  left 
the  companies  with  a  capital  base 
that  is  generally  not  substantial 
enough  to  support  the  current  volume 
of  business.  And  that  volume  is  cer- 
tain to  grow  if  only  because  of  con- 
tinuing inflation— even  moderate  in- 
flation. Shelby  Cullom  Davis,,  chair- 
man of  his  own  investment  banking 
firm  specializing  in  insurance  stocks, 


warns:  "Since  insurance  company  in- 
vestments are  not  likely  to  appreciate 
at  the  rate  common  through  the 
1960s,  this  source  of  capital  will  tend 
to  dry  up.  Nevertheless,  about  $35 
billion  of  additional  insurance  capital 
will  be  needed  by  1985  to  support  an 
increase  in  premiums  to  $140  Million." 
And  what  if  the  capital  isn't  forth- 
coming? Then  U.S.  consumers  and 
businessmen  will  have  trouble  getting 
the  insurance  coverage  they  need. 
You  can't,  after  all,  write  insurance 
unless  you  have  the  capital  to  back 
it  with. 


Paul  J.  Scheel,  senior  actuary  an 
vice  president  at  U.S.  Fidelity  < 
Guaranty,  estimates  that  premiur 
writings  for  the  casualty  industr 
will  grow  at  a  12%  to  13%  rat 
over  the  next  few  years.  That  ne\ 
business  should  be  priced,  he  urge! 
to  create  a  reasonable  underwritin 
profit.  Translation:  Insurance  rate 
will  continue  going  up.  Unless  the 
do,  the  insurance  industry  can't  a< 
cumulate  and  attract  the  capital  j 
needs.  That,  of  course,  creates  a  kim 
of  double  exposure  for  the  industry 
As   Aetna's   President   Bailey  point) 


FINANCE— BANKS:  Yardsticks  of  Management  Performance 


PROFITABILITY 


Return  on  Equity 


Return  on  Total  Capital 


Company 

5-Year 
Average 

5-Year 
Rank 

Latest 
12  Months 

Debt/ 
Equity 
Ratio 

Latest 
12  Months 

5-Year 
Rank 

5-Year 
Average 

Net 
Profit 
Margin 

4-Year 
Average! 

4-Year 
Rank 

4-Year 
Averaget 

4-Ye 
Ran 

Citicorp 

15.9% 

1 

15.40/c 

0.8 

9-4% 

1 

13.2% 

7.70/0 

29.0% 

1 

16.1% 

1 

J  P  Morgan  &  Co 

15.7 

2 

14.4 

0.3 

12.4 

2 

12.9 

10.5 

25.6 

4 

13.4 

2 

Bank  of  New  York 

13.9 

3 

12.1 

0.2 

10.4 

4 

11.7 

9.7 

12.7 

9 

6.7 

5 

Mfrs  Hanover  Corp 

13.9 

4 

13.3 

0.5 

9.9 

3 

12.2 

7.1 

27.5 

2 

12.0 

Chase  Manhattan  Corp 

11.4 

5 

6.1 

0.4 

5.2 

7 

8.9 

3.3 

26.7 

3 

5.2 

i 

Charter  New  York 

11.2 

6 

11.1 

0.4 

8.5 

8 

8.7 

6.3 

22.0 

7 

7.6 

Bankers  Trust  NY 

11.1 

7 

7.2 

0.4 

6.4 

5 

9.2 

3.9 

24.2 

6 

2.8 

a 

Chemical  New  York 

11.0 

8 

10.7 

0.4 

8.5 

6 

9.2 

5.2 

25.6 

5 

5.0 

7 

Marine  Midland  Banks 

7.3 

9 

def 

0.5 

0.7 

9 

5.9 

def 

17.4 

8 

-13.6 

9 

Medians 

11.4 

11.1 

0.4 

8.5 

9.2 

6.3 

25.6 

6.7 

REGIONAL  BANKS, 
Michigan  National 
First  Intl  Bshs 
BankAmerica  Corp 
Republic  of  Texas 
Texas  Commerce  Bshs 
First  City  Bancorp 
Continental  Illinois 
Seafirst 
First  Bank  System 
Northwest  Bancorp 
Wachovia  Corp 
First  Chicago  Corp 
Harris  Bankcorp 
Fidelcor 
NCNB 
Philadelphia  Natl 
Nortrust  Corp 
Wells  Fargo 
Equimark 
Natl  Detroit  Corp 
Southeast  Banking 
First  Penna  Corp 
Western  Bancorp 
CleveTrust  Corp 
Security  Pacific 
First  Natl  Boston 
Crocker  Natl  Corp 
Mellon  National  Corp 
Girard 

Citizens  &  Southern 
First  Wisconsin  Corp 
Union  Bancorp 
BanCal  Tri-State 

Medians 


Industry  Medians  124 


11.1 


0.4 


9.5 


10.3 


7.1 


21.0 


All-Industry  Medians  12.7 


12.9 


0.4 


9.8 


9.1 


4.6 


11.8 


18.7% 

1 

15.7% 

0.4 

12.60/0 

3 

14.6% 

9.80/0 

14.0% 

32 

12.1% 

16.5 

2 

15.8 

0.4 

12.6 

2 

15.1 

12.1 

36.4 

3 

14.5 

16.1 

3 

16.2 

0.4 

12.7 

5 

13.4 

6.7 

28.0tt 

7 

12.3 

16.0 

4 

15.2 

0.2 

13.1 

6 

13.0 

12.8 

26.8 

8 

16.5 

15.7 

5 

16.1 

0.2 

13.4 

1 

16.0 

13.1 

36.7 

2 

15.4 

14.5 

6 

14.6 

0.4 

10.9 

9 

12.3 

10.0 

38.1 

1 

11.4 

14.5 

7 

14.7 

0.2 

12.7 

7 

13.0 

8.5 

30.8 

6 

12.7 

14.4 

8 

13.4 

0.0 

13.4 

4 

14.4 

9.4 

19.6 

20 

9.4 

14.4 

9 

12.9 

0.4 

10.2 

8 

12.9 

11.8 

16.4 

25 

7.5 

13.9 

10 

13.6 

0.3 

11.5 

11 

11.8 

10.9 

164 

25 

9.3 

13.6 

11 

13.6 

0.1 

12.5 

10 

12.2 

11.9 

18.1 

22 

8.8 

13.3 

12 

11.9 

0.3 

10.0 

14 

11.0 

7.7 

32.3 

4 

12.8 

13.0 

13 

12.9 

0.3 

10.7 

15 

10.9 

10.8 

20.5 

16 

13.3 

12.7 

14 

8.3 

0.6 

6.7 

20 

9.7 

5.5 

19.2 

21 

-1.1 

12.7 

14 

8.7 

0.9 

6.5 

21 

9.5 

6.4 

24.4 

10 

1.4 

12.6 

16 

11.1 

0.4 

9.0 

16 

10.7 

8.4 

22.2 

13 

3.6 

12.5 

17 

12.3 

0.3 

10.4 

12 

11.5 

10.6 

19.9 

18 

8.5 

12.2 

18 

13.0 

0.6 

9.5 

23 

9.3 

7.0 

21.0 

14 

10.2 

12.2 

19 

8.4 

0.5 

6.8 

27 

8.8 

3.7 

24.8 

9 

-4.2 

11.9 

20 

11.1 

0.2 

9.6 

18 

10.2 

10.3 

15.7 

27 

6.8 

11.6 

21 

6.4 

0.8 

5.0 

26 

8.8 

4.8 

30.9 

5 

-0.9 

11.4 

22 

1.6 

0.7 

2.5 

28 

8.5 

0.9 

20.2 

17 

-7.0 

11.3 

23 

10.1 

0.3 

8.4 

22 

9.4 

6.0 

15.4 

28 

2.6 

11.3 

24 

10.7 

0.0 

10.7 

13 

11.3 

14.0 

14.4 

30 

8.5 

10.7 

25 

10.5 

0.2 

9.5 

17 

10.4 

6.2 

20.9 

15 

3.7 

10.7 

26 

8.1 

0.8 

6.1 

24 

9.0 

5.8 

23.1 

11 

3.4 

10.5 

27 

10.1 

0.4 

8.4 

29 

8.2 

5.1 

17.9 

23 

-1.4 

10.4 

28 

9.1 

0.3 

7.9 

19 

9.9 

9.3 

22.9 

12 

8.4 

10.0 

29 

4.8 

0.5 

4.4 

30 

7.7 

3.2 

19.7 

19 

-2.7 

9.6 

30 

8.1 

0.1 

7.5 

25 

9.0 

5.9 

14.9 

29 

-10.4 

8.3 

31 

7.2 

0.7 

5.4 

32 

6.6 

4.8 

17.6 

24 

-7.5 

7.9tt 

32 

6.2 

0.3 

5.5 

31 

6.7tt 

4.5 

e* 

se 

4.8 

33 

1.0 

0.5 

1.6 

33 

3.9 

0.5 

14.2 

31 

-16.0 

12.5 

11.1 

0.4 

9.5 

104 

7.7 

20.4 

8,0 

7.5 


9.4 


??,1l^lp,\n,ti0n  °lY,rdsS£!t  S»'?u.l»ti<>n*  <>"  P»8«  39.  tt  Three-year  average.  t  Insufficient  data  for  5-year  growth  rate  due  to  accounting  rule  changes. 
U  Three-year  growth.      def  Deficit.  Not  available;  not  ranked 
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ohring  business  problems 
is  our  business. 


John  D.deButts,  Chairman  of  the  Board,  AT&T 


II  be  seeing  the  phrase: 

"The  system  is  the  solution." 
i  lore  than  a  slogan.  It's  a 

:  expression  of  the  Bell 
lem's  marketing  philosophy. 
I  The  single  fastest  growing 
I  of  any  business  today  is 
Imunications. 
|  The  flow  of  information. 
I  So  it  is  no  wonder  that 
ly  problems  in  business  are 
ly  communications 
llems  in  disguise. 
I  Communications  can  solve 

less  problems. 
I  At  the  Bell  System,  we 
}  ve  we  can  be  of  enormous 
fee  to  business— any  business 
i  pplying  our  expertise  in 
inunications  to  your  business 
[ilems. 

k  Not  simply  voice  communications. 
[  lata  as  well.  The  Bell  System  is  the 
bst  data  transmission  network  in  the 
p.  In  short,  total  communications 
pms  problem  solving. 
|  To  solve  your  problems, we  have  to 
\  r  stand  your  problems. 
•  No  single  person  has  the  knowledge 
jiiixperience  to  deal  with  the  problems 
'  ery  business. 

i  So  we  have  aligned  our  efforts  on  an 
ijstry-by-industry  basis  (i.e.  automo- 
\  hotel/motel,  education,  package 
i  s,  travel,  etc.). 
This  way  each  division  has  an  in- 


depth  understanding  of  the  problems 
faced  by  their  customers.  The  heart  of 
each  is  an  Account  Representative 
who  is  assigned  to  you. 

Your  Account  Representative 
thoroughly  understands  today  s 
complex  communications,  and 
more  importantly,  understands 
your  business  thoroughly. 
We  take  total  responsibility. 
Perhaps  the  single  most  im- 
portant part  of  the  Bell  System's 
approach  to  problem  solving  is 
taking  total  responsibility  for  the 
design,  supply,  installation,  mainte- 
nance and  repair  of  your  communica- 
tions system. 

A  communications  system  designed 
and  implemented  by  the  Bell  System  is 
backed  end  to  end  by  the  Bell  System. 
Put  the  resources  of  the  world's  largest 
communications  company  to  work  for  you. 
No  matter  what  business  you're  in.  No 
matter  where  you're  located.  There  are  Bell 
System  people  ready  to  meet  your  needs. 
Remember,  if  you  have  a  problem: 

The  system 
is  the  solution. 


Bell  System 


out:  "Further  constriction  in  the  mar- 
ketplace, either  by  lack  of  capacity  or 
prohibitive  pricing,  will  not  be  tol- 
erated, and  will  certainly  invite  gov- 
ernment intervention." 

For  this  year,  however,  the  fire  & 
casualty  companies  should  do  better, 
because  their  campaign  for  rate  re- 
lief has  proved  very  successful.  Their 
rate  increases,  which  averaged  13% 
in  1976,  could  well  continue  into  the 
current  year.  Indeed,  their  major  dan- 
ger would  seem  to  be  that  their  1977 
profits  might  prove  too  ample,  tempt- 


ing state  regulators  to  revert  to  the 
old  pattern  of  resisting  premium  hikes. 
This  has  already  happened  in  New 
Jersey,  where  Insurance  Commissioner 
James  J.  Sheeran  has  put  a  six-month 
moratorium  on  additional  auto  insur- 
ance increases 

Among  the  life  companies,  the 
steady  lengthening  of  life  expectancy 
cannot  fail  to  help  earnings.  But  that 
gain  will  not  be  nearly  so  significant 
as  is  the  improvement  for  the  fire 
&  casualty  companies,  which  will 
have  the  double  benefit  of  better  re- 


turns from  underwriting  and  improved| 
portfolio  results. 

Ironically,  the  banks  and  insurance 
companies  most  successful  in  raising) 
new  capital  may  seem  temporarily  to| 
suffer  from  it.  The  reason  is  that  thein 
earnings  will  be  measured  against  the 
larger  capital  base,  resulting  in  a 
lower  return  on  equity  or  total  capital 
or  both.  But  in  the  long  run,  of  course] 
the  new  capital  will  support  mora 
business,  thus  enabling  the  well-run 
hank  or  insurance  company  to  lift  its 
ratios  again.  ■ 


FINANCE- 

-INSURANCE:  Yardsticks 

of  Management  Performance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Shat 

Debt/ 

Net 

5-Year 

5-Year 

Latest 

Equity 

Latest      5- Year 

5-Year 

Profit 

5-Year 

5- Year 

5-Year 

5-Yei 

Company 

Average 

Rank 

12  Months 

Ratio 

12  Months  Rank 

Average 

Margin 

Average 

Rank 

Average 

Rani 

Combined  Insurance 

21.5% 

1 

21.0% 

0.0 

20.2%  1 

20.8% 

12  50/0 

12.2%* 

5 

13.1%* 

7 

USLIFE 

16.8 

2 

15.3 

0.4 

12.6  4 

13.5 

11.1 

13.11 

2 

15.5* 

2 

Provident  Life  &  Acc 

16.5 

3 

17.5 

0.0 

1  "7  C  1 

17.5  2 

16.5 

3.2 

13.3 

1 

16.7 

1 

Franklin  Life  Ins 

15.lt 

4 

15.3 

0.0 

15.4  3 

15.4f 

12.1 

8.7** 

11 

9.3** 

11 

Southwestern  Life 

13.2 

5 

15.1 

0.0 

15.1  5 

13.2 

9.5 

5.0* 

14 

13.4* 

6 

Gulf  Life  Holding 

13.0 

6 

11.8 

0.2 

11.4  9 

11.7 

8.0 

12.6 

3 

8? 

12' 

Jefferson-Pilot 

12.7 

7 

12.6 

0.0 

12.6  6 

12.7 

12.6 

9.4* 

10 

13.9* 

4 

Liberty  Natl  Life 

12.4 

8 

11.8 

0.0 

11.8  7 

12.4 

14.7 

10.4* 

8 

9.7* 

101 

Capital  Holding  Corp 

12  2 

9 

12.8 

00 

12  7  8 

12.0 

14.7 

10.8 

6 

13.6 

5 

Republic  Natl  Life 

lO^ft 

10 

** 

0.0 

**  10 

10.8tt 

** 

*» 

»* 

NLT 

10.8 

11 

12.0 

0.1 

11.5  11 

10.8 

18.6 

7.6 

12 

11.8 

9 

Richmond  Corp 

9.7 

12 

10.8 

0.2 

10.1  12 

9.6 

8.5 

9.7* 

9 

3.3* 

14 

Washington  Natl  Corp 

9.4 

13 

9.2 

0.3 

7.7  13 

8.7 

3.2 

12.6 

4 

4.8 

13 

American  Natl  Finl 

8.6 

14 

8  1 

0.0 

8  0  14 

86 

6  1 

7  It 

13 

14  8* 

3 

Nationwide  Corp 

8.3 

15 

15 

o!i 

8^3  15 

8.5 

47 

10.5* 

7 

124* 

8 

Medians 

12.4 

12.3 

0.1 

12.2 

12.0 

10.3 

10.5 

12.8 

Cnlftnial  Ppnn  ft  mi  in 

i 
i 

£0.0  70 

u.u 

97  AOL  1 

o  1.370 

1 
1 

3.1. 170  + 

Ohio  Casualty 

17.7 

2 

13.0 

0.1 

12.6  2 

17.6 

4.7 

11.2* 

7 

4.0* 

7 

General  Reinsurance 

16.3 

3 

18.4 

0.1 

17.5  3 

15.8 

8.8 

15.7 

3 

16.3 

2! 

Kemper  Corp 

13.5 

4 

17.2 

0.0 

17.0  4 

13.3 

4.2 

16.9* 

2 

4.0* 

61 

ERC 

11.3 

5 

13.6 

0.1 

12.5  5 

11.2 

4.7 

12.2** 

6 

-4.0** 

81 

U  S  Fidelity  &  Gty 

10.8 

6 

15.4 

0.0 

15.5  6 

10.7 

5.7 

10.0 

9 

7.8 

41 

Crum  &  Forster 

10.5 

7 

10.1 

0.1 

9.5  7 

9.9 

3.3 

12.2 

5 

8.8 

3| 

Continental  Corp 

8.5 

8 

6.4 

0.1 

6.2  8 

7.8 

3.2 

7.6 

10 

6.8 

5! 

Amer  Re-Insurance 

6.9 

9 

11.0 

0.0 

10.9  9 

6.9 

3.5 

10.5 

8 

-6.9 

91 

Govt  Employees  Ins 

def 

10 

def 

1.3 

def  10 

def 

def 

14.3* 

4 

P-D 

10 

Medians 

11.1 

13.3 

0.1 

12.6 

11.0 

4.5 

12.2 

54 

MULTIPLE  LINE. 

American  Intl  Group 

24.6o/0 

1 

27.0% 

0.1 

23.6%  1 

22.4% 

8.7% 

18.2<&* 

1 

24.0%* 

1 

Connecticut  General 

14.8 

2 

14.4 

0.0 

14.6  2 

14.9 

4.6 

10.8 

9 

19.1 

2 

St  Paul  Companies 

13.8 

3 

20.0 

0.2 

17.6  3 

12.4 

6.6 

15.3* 

3 

3.3* 

a 

Safeco 

11.6 

4 

15.4 

0.4 

11.8  5 

9.5 

7.6 

11.2* 

6 

-0.3* 

9 

Aetna  Life  &  Cas 

11.4 

5 

14.4 

0.1 

13.6  4 

10.8 

3.2 

9.7 

10 

14.9 

3 

Amer  Genl  Insurance 

10.6 

6 

11.8 

0.1 

9.6  6 

9.2 

4.4 

13.8* 

5 

8.8 

5 

Travelers 

9.7 

7 

9.6 

0.1 

9.1  7 

9.1 

2.3 

11.0* 

8 

97* 

4 

Chubb 

9.3 

8 

12.8 

0.1 

11.4  9 

9.0 

4.9 

13.9* 

4 

-1.9* 

1Q 

Lincoln  Natl  Corp 

9.2 

9 

8.4 

0.0 

8.8  7 

9.1 

4.8 

11.1 

7 

4.3 

7 

INA 

8.8 

10 

7.6 

0.0 

7.7  10 

8.7 

2.6 

16.0 

2 

5.5- 

6 

CNA  Financial 

def 

11 

8.5 

0.2 

7.7  11 

2.1 

2.4 

5.4* 

11 

P-D 

11 

Medians 

10.6 

12.8 

0.1 

11.4 

9.2 

4.6 

11.2 

5.5 

Industry  Medians 

11.4 

12.8 

0.1 

11.8 

10.8 

5.2 

11.2 

U 

All-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

Note:  Explanation  of  Yardstick  calculations  on  page  39.  t  Four-year  average.  tt  Three-year  average.  %  Four-year  growth. 
tt  Three-year  growth.      P-D  Profit  to  deficit.      def  Deficit      ••  Not  available:  not  ranked. 
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First  Tennessee  Banks 

The  f  irstlennessee-wide  banks. 

Now,  wherever  you  do  business  in  Tennessee  you  can 
bank  with  one  $2  billion  statewide  banking  system.  The 
biggest  between  Atlanta  and  Dallas.  From  international 
services  to  local  payrolls,  your  corporate  banking  in 
Tennessee  will  be  faster,  more  efficient.  Nearly  100  loca- 
tions in  14  cities,  including  Chattanooga,  Knoxville, 
Memphis  (formerly  First  National  Bank)  and  Nashville. 

"  Registered  Service  Mark  owned  and  licensed  by  First  Tennessee  National  Corporation. 


■■  -ft"      /    f  -r^> 


Research-Cottrell : 
v       g  with  industry 


Industry  needs  environmental  solutions: 
solutions  that  balance  cost  and  effectiveness 
to  meet  increasingly  stringent  regulations  at 
a  cost  it  can  live  with. 

Research-Cottrell  supplies  practical, 
workable  solutions  across  the  whole  range  of 
environmental  problems  industry  faces  today 
Problems  so  vast  and  complex  that  an 
estimated*  $30  billion  will  have  to  be  spent 
just  to  meet  existing  pollution  control 
standards. 

RESEARCH-COTTRELL: 
THE  BALANCER. 

Research-Cottrell,  the  largest  company 
in  the  world  exclusively  concerned  with 
environmental  problems,  offers  industry  the 
broadest  range  of  environmental  services. 

Four  of  our  divisions  in  particular  offer 
solutions  to  industry's  most  pressing 
problems. 

Our  Industrial  Precipitator  Division 
produces  electrostatic  precipitators  to  contro 
particulate  matter,  and  systems  for  removin 
sulfur  dioxide. 

Our  Flex-Kleen  Division  specializes  in 


For  balanced 
environmental  solutions. 


120    130    140   150    160    170    180    190   200  9 


fabric  filters,  scrubbers,  and  mechanical  dust 
collectors. 

Oxy-Catalyst  provides  systems  for 
converting  harmful  gases  and  liquids  into 
harmless  ones. 

And  our  environmental  engineering 
firms  help  industry  dispose  of  solid  and  liquid 
wastes. 

Environmental  solutions  that  balance 
cost  and  effectiveness.  Practical  solutions. 
Industry  needs  them.  The  environment  needs 
them.  Research-Cottrell  provides  them. 

For  a  brochure  describing  our 
capabilities,  ora  reprint  of  the  LoGrippoart, 
write  to  Research-Cottrell,  Inc., 
P.O.  Box  750,  Bound  Brook,  N.J.  08805. 

*9th  Annual  McGraw-Hill  Survey  Pollution  Control 
Expenditures,  May  14,  1976. 

Research-Cottrell 

Experienced  Environmental  People 

AIR  POLLUTION  CONTROL  GROUP  •  OXY-CATALYST.  INC. 
HAMON  COOLING  TOWER  DIVISION    •  FLEX-KLEEN  CORP. 
ENVIRONMENTAL  ENGINEERING 
(METCALF  &  EDDY  •  CONNELL  M  &  E  •  SUNN,  LOW,  TOM  S 

CUSTODIS  CHIMNEY  DIVISION  •  INTERNATIONAL  GRO1  IP 


'J 


a 


long  as  Firestone  keeps  thinking  about  people, 
people  will  keep  thinking  about 


■ 


We're  not  simply  in  the  business  of  making 
tires.  We're  in  the  business  of  helping  people.  m 
And  in  hospitals,  where  help  is  often 
needed  most,  you'll  find  Firestone  a 
(1)  natural  latex  in  tubing  for  oxygen 
equipment  and  heart  machines:  (2)  vinyl 
in  the  non-woven  fabric  gowns,  caps  and* 
masks  and  (3)  in  blood  and  intravenou: 


i  m 


solution  bags;  (4)  Diene™  in  disposable  gla: 
and  water  bottles;  (5)  plastics  in  sure 
y     *  tapes  and  dressings,  pouches,  and  syrin 
|  (6)  urethane  foam  mattresses;  anc 
3*    course,  (7)  we're  right  there 
radial  tires  for  ambulances  and  ei 
gency  vehicles.  Wherever  we  at  Fires 
can  help,  we  do. 


For  a  copy  .  rite  to  Firestone,  Department  A,  1 200  Firestone  Parkway,  Akron,  Ohio  44317. 
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Electronics 

&  Electrical  Equipment 

Lean  and  still  quite  profitable  after  two  years  of  tight 
financial  controls,  their  growth  potential  remains  high. 


"Sure  this  is  a  tough  business,"  says 
RCA's  consumer  electronics  boss,  Roy 
H.  Pollack,  "but  there's  no  point  cry- 
ing about  it.  It's  just  a  business  prob- 
lem. In  the  past  three  years,  for  ex- 
ample, we  reduced  salaried  personnel 
in  my  division  by  32f ." 

As  the  recovering  economy  stut- 
tered in  what  turned  out  to  be  a  bet- 
ter but  treacherously  uncertain  year 
for  the  electronics  and  electrical 
equipment  industries,  it  was  again 
tight  financial  control  that  counted. 

Take  a  quick  glance  at  the  com- 
parative industry  performance  medi- 
ans on  page  168,  for  example.  Out  of 
30  industries  ranked,  electronics  and 
electrical  equipment  score  a  lowly 
24th  in  sales  growth  in  recent  years, 
but  a  distinctly  superior  seventh  in 
return  on  total  capital  and  tenth  in 
per-share  earnings  growth.  Not  bad. 


Not  at  all  bad. 

Give  a  business  that  lean  just  a  bit 
more  sales  volume  to  work  with,  and 
you've  got  a  growth  industry  again. 

To  the  head  of  the  cost-control 
class  in  the  older  electrical  equip- 
ment industry— over  the  heads  of  com- 
panies long  famous  for  their  controls 
like  distributor  W.W.  Grainger  and 
motor-maker  Emerson  Electric— came 
Cleveland's  once  lackluster  Reliance 
Electric,  with  a  stunning  25.9%  return 
on  equity.  That  was  despite  soft  mar- 
kets for  its  automation  systems,  ele- 
vator and  telecommunications  equip- 
ment lines. 

"Partially  that's  due  to  the  fact  that 
prices  didn't  break  in  the  last  reces- 
sion, in  markets  that  were  weak  to  be- 
gin with,"  says  analyst  Robert  Cornell 
of  E.F.  llutton.  "Since  then,  compa- 
nies like  Reliance  have  been  able  to 
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PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

5-Year 

5-Year 

Latest 

Equity 

Latest  5-Year 

5-Year 

Profit 

5-Year 

5- Year 

5-Year 

5-Year 

Company 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

TRONIC  EQUIPMEIN 

Natl  Semiconductor 

30.5% 

1 

20.0% 

0.1 

15.8% 

1 

24.20/o 

4.8% 

51.3«y0 

1 

123.6% 

1 

Schlumberger 

23.6 

2 

26.6 

0.1 

24.1 

2 

20.4 

15.7 

20.1 

3 

27.5 

2 

Avnet 

20.5 

3 

21.8 

0.2 

16.3 

5 

13.8 

5.6 

14.9 

5 

14.0 

8 

Hewlett-Packard 

18.3 

4 

16.0 

0.0 

15.4 

3 

18.0 

8.1 

21.5 

2 

23.3 

4 

Teledyne 

18.2 

5 

30.9 

0.7 

16.5 

11 

10.6 

7.6 

10.2 

13 

26.8 

3 

Texas  Instruments 

16.6 

6 

15.4 

0.1 

14.3 

4 

14.6 

5.6 

13.0 

7 

19.6 

5 

Raytheon 

15.5 

7 

17.4 

0.2 

14.9 

6 

13.3 

3.4 

9.4 

15 

11.7 

10 

Fairchild  Camera 

14.4 

8 

4.7 

0.3 

4.5 

10 

10.6 

2.1 

9.0 

17 

DP 

RCA 

14.1 

9 

13.3 

0.9 

8.5 

15 

8.6 

3.0 

7.1 

20 

8.9 

13 

Motorola 

13.0 

10 

12.1 

0.2 

10.9 

9 

11.5 

5.1 

11.0 

10 

16.0 

7 

Perkin-Elmer 

13.0 

11 

12.0 

0.0 

12.0 

7 

13.2 

6.0 

10.1 

14 

12.0 

9 

Tektronix 

12.8 

12 

15.1 

0.2 

13.8 

8 

~  12.7 

8.6 

13.3 

6 

9.3 

12 

i  General  Tel  &  Elec 

12.6 

13 

13.8 

1.2 

6.5 

19 

6.1 

6.6 

11.4 

9 

4.7 

15 

Lear  Siegler 

12.1 

14 

17.9 

0.5 

11.1 

14 

8.6 

3.9 

4.6 

21 

0.8 

18 

1  North  Amer  Philips 

12.0 

15 

14.0 

0.3 

8.2 

13 

8.7 

3.2 

16.8 

4 

11.4 

11 

i  orning  Glass  Works 

bo 

16 

14.4 

0.3 

11.4 

12 

10.0 

7.8 

12.0 

8 

4.6 

16 

':  American  Tel  &  Tel 

10.3 

17 

10.9 

0.9 

6.1 

18 

6.4 

11.4 

10.9 

11 

5.5 

14 

Honeywell 

9.4 

18 

9.8 

0.4 

6.7 

17 

6.7 

3.8 

10.4 

12 

4.4 

17 

Harris  Corp 

8.5 

19 

14.9 

0.3 

11.9 

16 

7.0 

5.5 

7.5 

19 

-0.6 

20 

Varian  Associates 

5.6 

20 

6.9 

0.2 

6.1 

20 

5.0 

2.8 

9.1 

16 

18.5 

6 

General  Instrument 

5.0 

21 

2.2 

0.9 

3.0 

21 

4.6 

1.2 

8.8 

18 

0.6 

19 

Bunker-Ramo 

def 

22 

def 

0.5 

def 

22 

2.2 

def 

4.2 

22 

P-D 

21 

Ampex 

def 

23 

10.4 

1.5 

5.7 

23 

def 

2.6 

-0.4 

23 

P-D 

21 

Medians 

12.8 

14.0 

0.3 

11.1 

10.0 

5.1 

10.4 

10.4 
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raise  prices  and  make  them  stick. 
That's  true  of  General  Electric,  toor 
GE  right  now  is  reporting  record 
earnings  on  its  consumer  business,  yet 
at  their  major  appliance  manufactur- 
ing plant  in  Kentucky  they  are  only 
operating  at  50%  of  capacity!  Their 
profit  margins  on  each  appliance 
have  to  be  at  a  record  high!" 

But  it  took  a  lot  more  than  hard- 
nosed  pricing  for  Reliance  to  achieve 
those  results,  as  Cornell  concedes.  The 
formula:  tough  cost-cutting  through 
production  cutbacks  and  a  reorga- 
nized marketing  effort. 

"Nineteen-seventy-six  surprised  us 
in  the  capital  goods  area,"  says  Emer- 
son Chairman  Charles  F.  Knight.  "We 
thought  it  would  come  back  a  little 
faster  than  it  did."  However,  Emerson 
budgets  at  three  levels.  Besides  its  A 
or  forecast  budget,  it  has  a  B  budget 
that  is  10%  below  forecast  and  a  C 
budget  that's  20%  below  forecast.  So 
as  usual,  Emerson  was  ready  for  any- 
thing, and  there  was  scarcely  a  rip- 
ple on  the  bottom  line  in  spite  of  the 
economy's  refusal  to  live  up  to  the 
forecasts.  "We  had  a  couple  of  divi- 
sions on  B  budget,"  says  Knight. 
"We  know  what  we  have  to  do  to 
maintain  profitability,  and  we  have 
the  discipline  to  take  the  necessary 
steps." 

Sometimes  that  needs  quite  a  lot 
of  discipline.  Take  a  business  as 
bloody  as  color  TV,  where  Japanese 
producers  increased  their  U.S.  market 
share  from  18%  to  35%  last  year  alone. 
Since  1974  no  fewer  than  five  U.S. 
television  producers  have  sold  out,  in- 
cluding such  famous  names  as  Mo- 
torola (to  Matsushita),  Philco-Ford 
(to  GTE  Sylvania)   and  Magnavox 


(to  Philips  Lamp). 

But  for  industry  leaders  Zenith  and 
RCA  there  were  profit  gains  last  year 
and  minimal  loss  of  market  share. 
Economies  of  scale  meant  lower  vari- 
able unit  costs  (although  higher  fixed 
costs),  which  enabled  RCA  and  Ze- 
nith to  withstand  the  pressure  better 
than  their  domestic  competitors  as  in- 
dustry shipments  plummeted  from  the 
record  9.3  million  color  sets  in  1973 
to  6.5  million  in  1975.  Because  RCA 
and,  to  a  lesser  extent,  Zenith  pro- 
duced relatively  more  of  the  compo- 
nents used  in  their  products,  they 
had  a  broader  array  of  cost-saving 


"The  shakeout  in  color  TV 
will  undoubtedly  continue 
because  of  the  mergers." 


opportunities  than  was  available  to 
smaller  competitors  who  basically  as- 
sembled components  purchased  else- 
where. Such  integration  also  meant 
that  RCA  and  Zenith  could  more  read- 
ily redesign  products  to  save  costs. 

Last  year's  increased  consumer 
spending  (particularly  in  the  first 
half)  sent  shipments  up  to  7.6  million 
color  sets,  but  the  battle  rages  on, 
given  Japanese  competition  and  the 
continued  below-peak  sales  of  sets. 
"The  shakeout  will  undoubtedly  con- 
tinue because  of  the  mergers,"  says 
RCA's  Pollack,  who  sees  only  a  mod- 
erate growth  in  industry  shipments  to 
8  million  sets  over  the  next  two  years. 

For  once,  the  shoot-out  in  color  TV 
took  the  play  away  from  the  nor- 
mally bloody  integrated  circuit  busi- 


ness, with  its  history  of  price  wai 
Last  year  the  chipmakers  quiet) 
licked  their  wounds  and  regroupJ 
amid  a  30%  increase  in  shipmerj 
(over  a  depressed  1975).  Industj 
sources  predict  a  further  15%  to  2f 
increase  in  1977,  given  any  kind 
uptick  in  the  rate  of  capital  spends 
(the  universal  caveat  of  U.S.  buj 
ness  this  year) . 

"Jaws"— as  some  call  Texas  Instr 
ments— didn't  even  have  to  engage 
very  much  of  the  lethal  price-cuttii 
known  as  "forward  pricing"  last  yei 
Excellent  forecasting  kept  TI  (and 
dealers)  from  overstocking  in  197 
In  contrast,  both  Motorola  and  Fa 
child  got  caught  with  excessive  i 
ventory.  However,  Motorola  (und 
new  semiconductor  management)  VM 
able  to  turn  a  staggering  $15-millii 
aftertax  loss  in  semiconductors  in 
an  estimated  $20-million  aftertax  pre 
it  in  1976.  Fairchild  (also  under  nei 
semiconductor  management)  w 
slower  to  respond  and  didn't  begin 
recover  until  the  second  quarti 
The  result  was  Fairchild's  sharp 
depressed  return  on  equity  for  t 
latest  12  months. 

To  investors,  the  keenest  disa 
pointment  of  the  year  was  Natior 
Semiconductor.  The  company  h 
problems  in  digital  watches  last  sui 
mer  (a  new  chip  didn't  perform 
specifications,  so  National  miss 
much  of  the  Christmas  trade ) .  Tl 
followed  similar  problems  in  calcu 
tors  the  quarter  before. 

Says    analyst    Stuart  Johnson 
Wertheim  &  Co.:  "National  is  in  tro 
ble  now.   It  just  doesn't  have  t 
depth  of  management  it  desperate 
needs  for  its  size.  The  reason  Natior 
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12  Months    Rank  Average 

Net 

Profit 
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5-Year  5-Year 
Average  Rank 

5-Year  5- 
Average  R 

cLci/inibrtL  cyuirivitii! 
Reliance  Electric 

21.7o/0 

l 

25.9% 

0.5 

14.9% 

6 

13.8% 

6.2% 

14.4% 

5 

12.6% 

WW  Grainger 

20.9 

2 

18.1 

0.0 

17.8 

3 

18.3 

6.7 

18.9 

2 

18.2 

AMP 

20.8 

3 

17.2 

0.2 

14.3 

2 

18.8 

8.9 

16.2 

4 

13.7 

Square  D 

20.5 

4 

20.6 

0.2 

17.3 

1 

18.8 

8.3 

13.1 

7 

5.7 

Emerson  Electric 

19.1 

5 

18.9 

0.2 

17.4 

4 

17.4 

7.8 

14.4 

6 

10.0 

UV  Industries 

19.1 

5 

21.6 

0.7 

11.8 

11 

9.3 

7.2 

19.7 

1 

22.6 

General  Electric 

17.9 

7 

17.7 

0.3 

14.5 

5 

14.5 

5.1 

8.0 

11 

10.7 

Fischbach  &  Moore 

17.6 

8 

14.0 

0.5 

10.2 

7 

13.2 

1.7 

18.5 

3 

10.6 

Eltra 

13.4 

9 

13.3 

0.2 

11.0 

8 

11.6 

5.0 

10.6 

8 

10.1 

Cutler-Hammer 

12.9 

10 

13.4 

0.4 

10.3 

9 

10.2 

4.0 

9.2 

9 

15.2 

McGraw-Edison 

10.3 

11 

14.5 

0.2 

12.9 

10 

9.5 

5.5 

7.4 

12 

-0.7 

Westinghouse  Elec 

8.2 

12 

11.3 

0:3 

8.6 

12 

6.6 

3.5 

8.9 

10 

-0.3 

Medians 

18.5 

17.5 

0.3 

13.6 

13.5 

5.9 

13.8 

10.7 

Industry  Medians 

13.4 

14.5 

0.3 

11.8 

10.6 

5.5 

10.9 

10.7 

All-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

Note:  Explanation  of  Yardstick  calculations  on  page  39. 


P-D  Profit  to  deficit.      D  P  Deficit  to  profit;  not  ranked.       def  Deficit. 


124 


FORBES,  JANUARY  1, 


•1    1  •-■•■'"li 


I  Delta  is  an  air  line  run  by  professionals  like 
ry  Anderson  (left)  and  Bobby  McDaniel, 
Itior  Customer  Services  Agents.  Between 
jm,  they've  got  20  years  with  Delta.  That's 
»t  of  years  to  work  at  a  job  in  high  gear. 
:  that's  the  only  way  Terry  and  Bobby  know. 
If  they're  loading  baggage  containers  (above,  on  a 
ta  TriStar),  they  work  against  time  to  get  the  flight  out 
time.  If  they're  unloading,  they  hustle  to  have  the  bags 
i  iting  when  the  passengers  get  in. 
When  it  comes  to  people,  Terry  and  Bobby  couldn't  care 
re.  And  that  goes  for  all  28,000 Delta  professionals. 
Delta  is  ready  when  you  are. 


us  is  Delta  s  Wide-Ride  L- 1011  TYiStar, 
?22  million  superjet.  Cabins  are  almost  19  feet 
de.  All  256  seats  are  two-on-the  aisle. 


has  had  such  a  high  return  on  equity," 
he  goes  on,  "is  that  when  new  man- 
agement took  over  in  1967  the) 
wrote  off  practically  everything.  So 
they  started  off  with  negative  equity, 
but  were  immediately  generating  prof- 
it on  sales.  You  can  have  some  pretty 
sharp-looking  returns  on  equity  when 
that  occurs.  Same  with  Fairchild, 
which  suffered  sufficiently  large  losses 
that  it  has  an  eroded  equity  base." 

While  most  industry  analysts  are 
predicting  only  moderate  improve- 
ment this  year,  some  are  already  on, 
the  prowl  for  turnaround  prospects 
among  the  less  expensive  stocks.  Hut- 
ton's  Cornell  thinks  per-share  earn- 
ings for  Westinghouse  Electric  could 
rise  from  $1.89  to  $3,  despite  "my 
estimate  of  a  $70-million  pretax  loss 
on  their  power  generation  equipment 
business." 

What's  A  Billion  Dollars? 

The  big  question  mark  at  Westing- 
house,  of  course,  is  the  litigation 
triggered  by  its  aborted  uranium  con- 
tracts. "I  think  they'll  settle  for  some- 
where between  $500  million  and  $750 
million,"  says  Cornell.  "Even  a  $1- 
billion  settlement  would  not  be  a 
crippling  thing.  The  company  has 
the  best  balance  sheet  I've  seen  in  all 
the  years  I've  followed  it.  They  could 
pay  off  all  their  debt  with  cash  and 
marketable  securities  and  have  a 
debt-to-equity  ratio  of  zero.  The  divi- 
dend yield  is  almost  6%,  and  the  stock 
is  selling  way  below  book  value.  See, 
the  major  institutions  are  not  able  to 
buy  the  stock  now  because  of  the 
prudent-man  rule.  But  once  those 
lawsuits  are  settled.  ..." 

But  don't  hold  your  breath. 

Merrill  Lynch's  Hans  Severiens  is 
prepared  to  take  an  even  more  daring 
leap  of  faith:  General  Instrument, 
which  has  one  of  the  poorest  perfor- 
mance records  in  the  industry.  He 
predicts  per-share  earnings  of  $2.85  or 
better,  up  from  around  $1.90  last  year 
and  a  loss  in  1975.  "Legalized  gam- 
ing," he  intones,  "on-track  betting,  off- 
track  betting,  lotteries— a  burgeoning 
field  at  the  moment— and  they  have 
80%  of  the  on-track  business  and  a 
veiy  major  share  of  off-track  and 
lottery  business.  They  can't  lose  on 
that.  Their  integrated  circuit  division 
is  doing  extremely  well.  Their  cable 
TV  business  is  now  in  the  black."  As 
an  added  attraction,  GI  is  the  leading 
factor  in  circuitry  for  TV  games. 

Fanciful  as  such  speculation  may 
seem,  it  is  still  encouraging  to  hear 
about  industries  that  most  analysts 
and  investors  were  calling  "mature" 
just  one  short  year  ago.  One  thing 
is  certain:  These  companies  won't 
look  so  mature  if  the  economy  picks 
up  smartly  this  year.  ■ 
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Utilities 


What  a  transformation 
in  prospects  just  12 
months  have  brought! 

Where  do  we  go  from  here?  That's 
the  big  question  electric  utility  men 
are  asking  themselves  today.  More 
than  most  businesses,  the  utilities  are 
dependent  upon  forces  largely  be- 
yond their  control— regulators,  envi- 
ronmentalists, the  money  markets,  the 
state  of  the  economy.  Yet  it  is  a 
question  asked  from  a  position  of 
strength  almost  unimaginable  in  the 
dark  days  of  1974,  when  much  of 
the  industry  seemed  headed  for 
bankruptcy. 

The  electrics  continued  their  recov- 
ery in  impressive  fashion  in  1976. 
Their  ability  to  raise  capital  improved: 
The  debt  portion  of  their  balance 
sheets  declined  for  the  second  year  in 
a  row,  from  55%  of  capital  to  53%; 
equity  sales,  mostly  at  or  above  book 
value,  reached  record  levels,  $3.8  bil- 
lion, vs.  $3.4  billion  in  1975  and  $1.9 
billion  in  1974. 

This  capital-raising  caused  a  cer- 
tainty of  temporary  dilution.  That's 
why  earnings  per  share  were  up  only 
4%.  Net  income,  however,  was  up 
13%  (on  top  of  a  20%  gain  in  1975). 
Cash  flows  were  even  better. 

Short-term  debt,  which  once  was  as 
high  as  $8  billion,  is  now  negligible. 
Many  utilities  are  cash  rich.  Says  one 
Wall  Streeter  of  his  large  firm,  "Our 
private  placement  department  has 
been  inundated  with  institutions  that 
want  private  placements.  We've  been 
calling  all  the  utilities,  and  nobody 
needs  the  money."  In  1976  about  50% 
of  the  net  new  money  raised  was  debt. 
In  1975  it  was  54%,  in  1974,  68%. 

The  median  return  on  equity  in 
1976  was  12%  for  the  electrics;  the  re- 
turn on  capital,  6%.  Not  great,  but 
certainly  better  than  in  1974. 

So  why  aren't  utility  executives 
wearing  big  smiles  and  sleeping 
soundly  at  night?  Because  there  are 
so  many  things  that  could  upset  their 
apple  cart. 

Take  demand.  Utility  executives 
fear  that  if  their  estimates  are  on  the 
low  side  and  blackouts  ensue,  they 
could  suffer  another  debilitating 
round  of  political  flak.  The  same  if 
they  are  too  much  on  the  high  side. 

In  the  good  old  days  before  1973, 


the  industry  could  count  on  an 
erage  annual  demand  growth  of 
Then  came  the  oil  embargo,  folio' 
by  the  Great  Becession.  Conserva 
became  the  byword.  Growth 
nonexistent  in  1974,  and  was  a  I 
1%  in  1975. 

Bonald  V.  Knapp,  manager  of 
tern  operation  for  Southern  Call 
nia  Edison,  reflects  the  thinking 
most  companies  when  he  says:  1 
the  next  five  years,  we're  expeel 
about  4%  to  4M%  growth,  down  fj 
7%  in  the  early  1970s.  There  is 
siderable  controversy  in  the  indvj 
about  demand.  It's  very  difficult, 
en  the  emphasis  on  energy  consel 
tion  that  was  felt  after  the  emba 
to  determine   industrial   as  well 
household  demand." 

D.L.  Broussard,  vice  presiden' 
corporate  planning  and  control 
Arizona  Public  Service,  is  more  bli 
"Anybody  who  speculates  beyond 
years  is  crazy." 

What  makes  the  growth  projecj 
so  crucial  is  the  long  lead  timel 
volved  in  adding  new  capa 
Thanks  to  environmentalism  an 
more  political  regulatory  climate 
takes  five  years  to  bring  on  a  c 
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le  aircraft  industry  knows  us. 
te  automotive  industry  knows  us. 
Le  marine  industry  knows  us. 
te  petroleum  industry  knows  us. 
Le  construction  industry  knows  us. 
te  paper  industry  knows  us. 
m  tennis  fans  are  getting 
know  us.* 

x>u  don't  know  us,  don't  you 
nk  it's  time  you  did? 

:  the  past  13  years,  our  stock  dividends 
more  than  60%.  Our  51st  consecutive 
terly  cash  dividend  and  5%  stock 
lend  declared  December  9,  1976, 
/able  January  31st,  1977. 

n  annual  report  that  tells  you  who 
■e  and  what  we  do,  write  us: 
I  Chemical  Corporation, 
'ark  Ave.,  N.Y.,  N.Y.  10022 

|row 
jhemical 

l|?rs  in  the  New  Technology 

B- 


the  sponsor  of  the  annual 
jJ.S.  Doubles  Tennis 
ionship.  The  first  major 
ition  of  its  kind  in  America 
ind  prix  status 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Shs 


Company 


5-Year 

5- Year 

Latest 

Debt/ 
Equity 

Latest 

5- Year 

5-Year 

Net 

Profit 

5- Year 

5- Year 

5-Year 

5-Y( 

Average 

Rank 

12  Month* 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Ra 

■MBMHBI 

12  3% 

1 

14.2% 

1.0 

6.5% 

1 

6.2% 

15.0% 

14.3% 

10 

2.7% 

11.9 

2 

10.8 

r.o 

5.7 

2 

6.1 

17.0 

14.9 

7 

3.6 

11.5 

3 

10.9 

1.2 

5.2 

6 

5.7 

10.3 

14.7 

8 

3.2 

11.2 

4 

10.4 

1.1 

5.7 

5 

5.9 

12.7 

17.7 

2 

1.1 

1 

11.1 

5 

12.0 

0.9 

5.6 

8 

5.4 

5.2 

18.0 

1 

3.0 

11.1 

6 

12.2 

1.1 

6.1 

4 

6.0 

13.4 

10.8 

14 

2.3 

11.0 

7 

11.3 

1.1 

5.5 

7 

5.6 

7.3 

12.6 

11 

4.3 

10.4 

8 

10.0 

1.0 

5.4 

9 

5.3 

10.0 

11.8 

12 

2.4 

10.3 

9 

10.1 

0.8 

6.0 

3 

6.1 

10.2 

11.4 

13 

1.8 

9.8 

10 

10.4 

1.0 

5.7 

10 

5.3 

10.2 

14.4 

9 

-2.3 

1 

9.8 

11 

9.3 

1.0 

5.1 

12 

5.1 

10.2 

16.0 

3 

1.0 

1 

9.6 

12 

9.7 

1.0 

5.2 

11 

5.3 

13.0 

15.5 

5 

-0.8 

1 

9.3 

13 

11.8 

1.0 

6.0 

13 

5.1 

10.3 

15.7 

4 

3.9 

8.8 

14 

7.3 

1.1 

4.8 

14 

4.7 

7.0 

14.9 

6 

-2.0 

1 

10.7 

10.6 

1.0 

5.7 

5.5 

10.3 

14.8 

2.4 

NORTHEAST. 

Long  Island  Lighting 
Pa  Power  &  Light 
Northeast  Utilities 
Delmarva  Power  &  Lt 
New  England  G  &  E 
N  Y  State  Elec  &  Gas 
New  England  Electric 
Niagara  Mohawk  Power 
Rochester  Gas  &  Elec 
Pub  Svc  Elec  &  Gas 
General  Public  Utils 
Phila  Electric 
Consolidated  Edison 
Boston  Edison 

Medians 

MIDWEST  ■ 


SOUTHEAST. 


SOUTHWEST. 

Central  &  South  West 
Oklahoma  Gas  &  Elec 
Texas  Utilities 
Houston  Ltg  &  Power 
Gulf  States  Utils 
Arizona  Public  Service 

Medians 

WEST 

Pacific  Pwr  &  Lt 
Public  Service  Colo 
Pacific  Gas  &  Elec 
So  Calif  Edison 
San  Diego  Gas  &  Elec 

Medians 


Note:  Explanation  of  Yardstick  calculations  on  page  39. 


Tampa  Electric 

13.90/0 

1 

14.2% 

1.2 

5.9% 

3 

6.1% 

10.9% 

18.9% 

4 

7.1% 

Florida  Power  &  Lt 

12.3 

2 

10.1 

1.2 

5.3 

1 

6.3 

10.8 

19.7 

3 

8.8 

Middle  South  Utils 

12.3 

2 

10.0 

1.3 

4.5 

7 

5.4 

8.8 

14.4 

10 

5.6 

Carolina  Pwr  &  Lt 

12.0 

4 

12.3 

1.0 

5.8 

5 

5.7 

16.9 

19.9 

2 

6.6 

Florida  Power 

11.9 

5 

11.2 

0.9 

4.8 

9 

5.2 

11.2 

21.1 

l 

3.7 

So  Carolina  E  &  G 

11.3 

6 

11.9 

1.0 

5.7 

6 

5.6 

12.4 

17.3 

8 

0.5 

Baltimore  Gas  &  Elec 

11.3 

7 

11.7 

1.0 

6.4 

4 

6.0 

15.0 

13.3 

11 

2.7 

Southern  Company 

10.8 

8 

9.9 

1.1 

4.4 

11 

4.9 

9.2 

18.3 

5 

1.4 

Va  Electric  &  Power 

10.7 

9 

9.5 

1.0 

5.1 

8 

5.3 

14.6 

18.2 

6 

1.9 

Potomac  Elec  Power 

9.9 

10 

10.8 

1.2 

6.4 

2 

6.2 

13.7 

16.1 

9 

3.8 

Duke  Power 

9.6 

11 

12.5 

1.1 

6.0 

10 

5.1 

15.8 

17.4 

7 

0.7 

Medians 

11.3 

11.2 

1.1 

5.7 

5.6 

12.4 

18.2 

3.7 

14.50/0 

1 

12.6% 

0.8 

6.1% 

3 

7.1% 

10.00/0 

13.80/0 

3 

5.2% 

14.0 

2 

12.0 

0.9 

6.0 

4 

6.9 

11.8 

13.4 

4 

4.3 

13.8 

3 

12.8 

0.9 

6.6 

2 

7.2 

13.3 

13.2 

6 

6.3 

13.6 

4 

14.6 

1.0 

7.7 

1 

7.2 

13.8 

15.6 

2 

6.3 

12.2 

5 

11.1 

1.1 

5.2 

6 

5.6 

13.1 

13.3 

5 

3.6 

11.9 

6 

10.8 

1.1 

5.3 

5 

6.3 

14,1 

16.7 

1 

8.3 

13.7 

12.3 

1.0 

6.1 

7.0 

13.2 

13i 

5.8 

Public  Service  Ind 

14.60/0 

1 

15.7% 

0.9 

7-2% 

2 

6.8o/0 

19.20/0 

10.70/0 

15 

6.4% 

Cleveland  Elec  Ilium 

13.6 

2 

12.0 

1.1 

6.1 

1 

6.9 

13.5 

13.6 

6 

2.4 

Duquesne  Light 

13.3 

3 

12.1 

1.1 

5.6 

10 

6.0 

17.3 

15.5 

2 

1.9 

1 

Ohio  Edison 

13.2 

4 

13.2 

1.0 

5.8 

9 

6.0 

15.6 

12.8 

8 

1.0 

Allegheny  Power 

12.7 

5 

13.9 

l.l 

7.0 

3 

6.4 

11.3 

15.0 

3 

4.1 

American  Elec  Power 

12.7 

6 

12.0 

1.3 

5.8 

11 

5.9 

12.3 

16.1 

1 

2.6 

Illinois  Power 

12.7 

7 

13.0 

0.9 

6.3 

7 

6.0 

14.2 

10.4 

16 

-0.6 

i( 

No  States  Power 

12.7 

7 

12.7 

0.9 

5.8 

14 

5.6 

13.0 

12.0 

11 

3.6 

Columbus  &  So  Ohio 

12.1 

9 

13.7 

1.2 

6.4 

5 

6.3 

17.5 

14.9 

4 

3.7 

Cincinnati  G  &  E 

11.7 

10 

8.5 

1.0 

5.2 

6 

6.2 

9.3 

10.9 

14 

-0.8 

1. 

Wisconsin  Elec  Power 

11.2 

11 

11.9 

0.9 

6.9 

4 

6.4 

10.2 

11.7 

12 

6.8 

Commonwealth  Edison 

11.1 

12 

11.7 

1.1 

6.1 

12 

5.7 

13.1 

12.5 

9 

0.9 

11 

Dayton  Power  &  Light 

11.1 

13 

10.4 

1.0 

5.9 

8 

6.0 

10.5 

12.0 

10 

-1.6 

l 

Union  Electric 

10.6 

14 

13.0 

1.1 

6.2 

13 

5.6 

15.2 

11.5 

13 

-0.6 

l 

Consumers  Power 

9.0 

15 

12.3 

1.1 

5.5 

15 

4.7 

8.7 

14.5 

5 

-2.3 

1 

Detroit  Edison 

8.4 

16 

7.8 

1.1 

4.4 

16 

4.6 

9.0 

13.3 

7 

-2.9 

1 

Medians 

12.4 

12.2 

1.1 

6.0 

6.0 

13.1 

12.7 

1.5 

12.8% 

1 

13.50/0 

1.1 

6.2% 

2 

6.1% 

25.1% 

11.7% 

5 

6.4o/0 

11.1 

2 

11.2 

1.1 

5.3 

5 

5.5 

11.0 

13.1 

3 

2.7 

t 

10.7 

3 

9.5 

1.0 

5.4 

4 

5.8 

10.5 

11.8 

4 

2.9 

10.4 

4 

10.8 

1.0 

6.0 

3 

6.0 

11.6 

15.9 

2 

5.3 

1 

10.3 

5 

14.7 

1.1 

7.4 

1 

6.2 

12.0 

16.5 

l 

0.9 

• 

10.7 

11.2 

1.1 

6.0 

6.0 

11.6 

13.1 

2.9 
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Foreign  exchange  isn't 
foreign  to  us... 


. . .  neither  is  any  other  form  of  international 
unking.  It's  where  we've  made  our  reputation 
id  where  our  expertise  is. 

When  you  work  with  a  Swiss  banker,  you 
e  working  with  a  specialist  in  your  area  of 
tncern.  His  advice  and  information  are  backed 
j  a  worldwide  network  of  experienced  bankers. 


The  Swiss  Bank  Corporation  is  the  oldest 
Swiss  Bank  in  the  United  States  with  assets 
of  $19  billion.  Our  branches  here  in  America 
offer  a  full  range  of  commercial  services,  both 
foreign  and  domestic.  If  you'd  like  to  see  how 
we  can  help,  please  call  one  of  the  numbers 
listed  below. 


SWISS  BANK 
CORPORATION 


The  international  specialists 


With  branches  in  New  York  (212)  791-2777,  Chicago  (312)  346-0360  and  San  Francisco  (415)  434-2640. 
Representative  offices  in  Los  Angeles  (213)  489-5900  and  Houston  (713)  223-5160. 


Jh 


Picket  Power:  Motivated  by  emotion  as  well  as  fact,  aggressive  environmentalists  have  turned  the  utility's  dream  of 
abundant  nuclear  power  into  a  costly  nightmare  of  uncertainty,  red  tape  and  delay. 


generating  facility.  Back  in  the  1960s 
it  took  only  three  years.  For  a  nu- 
clear-powered plant  it  takes  ten  years 
—if  you're  lucky. 

Another  major  uncertainty  is  ener- 
gy sources.  Nuclear  power  once 
looked  like  the  wave  of  the  future 
for  utilities.  Today  it's  scarcely  a  rip- 
ple. Plants  now  under  construction 
could  bring  the  nuclear  share  of  the 
utility  pie  to  12%  (from  about  8%  to- 
day) by  1980.  But  new  plans  for  nu- 
clears  are  shrouded  in  red  tape. 

Not  surprisingly,  the  utilities  are 
emphasizing  coal.  Thanks  to  increasing 
production  from  strip  mines  in  the 
West,  notably  Wyoming,  supplies  look 
good  through  1980. 

But  after  that?  Much  depends  on 
what  Carter  and  Congress  will  do 
about  strip-mining  regulation.  And 
when  they  will  do  it.  The  same 
questions  apply  to  coal  gasification 


and  decontrol  of  natural  gas  prices. 

Cost  of  money  is  another  area 
where  the  utilities  are  at  the  mercy  of 
outside  forces.  Interest  charges  make 
up  nearly  12%  of  the  industry's  an- 
nual expenses.  Changes  in  rates  are 
felt  fairly  quickly,  since  utilities  must 
borrow  heavily  every  year.  In  1976 
they  went  to  the  bond  market  for  $5 
billion.  In  the  next  five  years  they  will 
probably  be  adding  $35  billion  to  $40 
billion  in  debt.  A  difference  of  even 
1%  in  the  interest  rate  means  $350 
million  to  $400  million  a  year  in  in- 
terest costs. 

Then,  of  course,  there  are  the  regu- 
latory commissions.  Hard-nosed  in 
1974,  regulators  were  horrified  by  the 
resultant  condition  of  their  charges; 
so  they  gave  the  electrics  nearly  $4 
billion  in  rate  relief  in  1975.  Last 
year  they  granted  $2  billion  more.  But 
there  are  signs  that  since  survival  is 


no  longer  in  question,  commission) 
may  be  reverting  to  their  "pro-con 
sumer"  stance. 

California  has  been  foot-dragginj 
on  long-standing  rate  hike  request 
from  Southern  California  Edison 
New  York  cut  Niagara  Mohawk's  al 
lowed  return  on  equity  from  13.75] 
to  13.3%.  Illinois  has  been  tardy  an^ 
stingy  with  rate  requests. 

Of  course,  it  could  all  be  just  th 
result  of  election-year  pressures;  th 
utilities  will  soon  find  out.  This  yea) 
the  electrics  expected  to  ask  for 
hefty  $4  billion  in  new  hikes. 

Environmentalism?  The  utilities  ar 
resigned  to  installing  expensive  coa 
scrubbers  on  new  coal-fired  general 
ing  facilities.  Now  the  Environments 
Protection  Administration  want 
scrubbers  on  the  older  plants  as  well 
The  electrics  are  balking.  Goldman 
Sachs  analyst  Ernest  Liu  estimate) 
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PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Sha 

5-Year 

Debt/ 

Net 

5-Year  5-yJ 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

Company 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average  Ran 

TELECOMMUNICATIONS 

Central  Tel  &  Utils 

16.1% 

1 

15.9% 

1.2 

6.6% 

2 

6.9% 

12.5% 

12.3% 

4 

9.0%  2 

United  Telecom 

15.3 

2 

16.7 

1.3 

6.9 

3 

6.4 

10.2 

16.4 

2 

6.0  3 

General  Tel  &  Elec 

12.6 

3 

13.8 

1.2 

6.5 

5 

6.1 

6.6 

11.4 

5 

4.7  9 

Continental  Tel 

12.6 

4 

11.8 

1.4 

5.5 

7 

5.7 

9.9 

14.3 

3 

3.7  7 

Comsat 

12.2 

5 

10.4 

0.0 

9.3 

1 

10.9 

26.4 

20.7 

1 

26.8  1 

American  Tel  &  Tel 

10.3 

6 

10.9 

0.9 

6.1 

4 

6.4 

11.4 

10.9 

6 

5.5  4 

So  New  England  Tel 

9.7 

7 

10.4 

0.8 

6.1 

6 

5.9 

10.3 

10.6 

7 

4.1  fi 

Western  Union 

4.3 

8 

4.8 

1.2 

4.1 

8 

3.7 

5.0 

7.1 

8 

-1.4  8 

Medians 

12.4 

11.4 

1.2 

6.3 

6.3 

10.3 

11.9 

5.1 

Industry  Medians 

11.4 

11.8 

1.1 

5.9 

6.0 

11.7 

14.4 

3.1 

All-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.8 

11.8 

94 

Note:  Explanation  by  Yardstick  calculations  on  page  39 


130 


FORBES,  JANUARY  1,  t 


GET  TO  A  BIGGER  SHARE  OF  YOUR  MARKET 

EVERY  WEEK,  AND  GET 
A  BIGGER  SHARE  OF  YOUR  MARKET. 


Big  reach— 43.8  million  adults.  Plus  weekly  frequency.  An  effective,  hard- 
selling  combination  that  only  one  magazine  can  offer. 

With  one  issue  alone  of  TV  Guide,  you  can  reach  almost  30%  of  all  the 
adults  in  America. 

With  only  six  issues  you  can  extend  your  reach  to  about  half  the  adults  in 
the  country. 

And  so  it  goes.  Print  that  can  generate  multiple  impressions  for  your 
product— that  can  give  it  the  continuity  of  exposure  that  leads  to  increasing  sales. 

That's  really  the  heart  of  the  matter.  The  movement,  the  momentum  that 
TV  Guide  can  create  for  your  product.  That  can  build  your  campaign —and  do  it  fast. 

Advertisers  seem  to  agree;  they  continue  to  make  TV  Guide  number  one 
in  ad  revenue. 

So,  to  reach  your  market  fast,  reach  with  TV  Guide. 


TRIANGLE  PUBLICATIONS.  INC 


Simmons  76-77.  P1B. 


FIRST  IN  CIRCULATION, 
FIRST  IN  ADVERTISING  REVENUE. 


that  such  "backfittiiig  could  cost  up 
to  $12  billion." 

Nevertheless,  despite  a  future  full 
of  unknowns,  Wall  Street  is  betting 
that  the  utilities  will  be  able  to  cope 
with  their  problems.  And  Wall  Street, 
remember,  bets  with  money  as  well 
as  with  words. 

In  1976  the  Dow  Jones  utility  index 
was  up  22%,  vs.  11%  for  the  indus- 
trials Institutions  like  Morgan  Guar- 
anty were  lining  their  portfolios  with 
electrics.  Utility  yields  are  still  good 
(7%  and  better),  and  the  prospects  of 
dividend  hikes  seem  solid.  Only  time 
w  ill  tell  whether  the  investment  com- 
munity's confidence  is  justified. 

Telephone  companies  rang  up  rec- 
ord profits  last  year.  American  Tele- 
phone &  Telegraph's  nine-month  earn- 
ings were  up  21%,  United  Telecom- 
munications' 26%,  General  Telephone 
&  Electronics'  16%.  New  telephones  in 
service  were  up  4%  for  Ma  Bell  and 
5%  for  the  independents.  Toll-call 
(long-distance)  volume  rose  8%;  even 


in  a  sluggish  economy  people  like  to 
talk.  The  companies  benefited  from 
$1  billion  in  rate  relief  in  1976  after  a 
record  of  almost  $2  billion  in  1975. 

Technology  was  helping  as  well. 
The  advance  of  electronic  switching 
is  saving  a  bundle  in  labor  mainte- 
nance costs.  AT&T  should  also,  at 
least  in  the  near  term,  benefit  from 
communications  satellites,  which  give 
it  more  flexibility  in  handling  long- 
distance traffic.  In  the  future,  sub- 
stituting optical  fibers  for  copper  ca- 
ble should  make  for  juicy  savings  too. 

But  the  tone  among  telephone  com- 
panies was  not  all  one  of  optimism. 
Thanks  to  their  good  performance, 
regulators  are  getting  tougher.  In  New 
Jersey,  for  instance,  Ma  Bell  put  in  for 
a  $15()-million  rate  hike,  but  the  pub- 
lic utility  commission  responded  with 
a  $1 -million  rollback. 

The  telephone  companies  are  bat- 
tling competition  in  telephone  equip- 
ment and  in  data  transmission,  the 
great  growth  area.  This  year  should 


determine  whether  Congress  will  heed 
their  cries  for  drastically  curbing  new 
entrants  into  data  transmission.  Un- 
less Congress  enacts  the  curbs,  AT&T 
will  be  competing  head-on  with  In- 
ternational Business  Machines— among 
others. 

Comsat  is  having  its  own  troubles 
with  regulation.  The  Federal  Com- 
munications Commission  is  trying  to 
slash  its  rate  base  and  thus  its  earn- 
ings. That's  why  Comsat's  latest  12- 
month  return  on  capital  is  below  its 
five-year  average. 

For  natural  gas  companies,  the  key 
questions  were  price  and  availability. 
Congress  failed  to  come  through  with 
deregulation.  The  Federal  Power 
Commission  did  grant  substantial 
price  increases  but  probably  still  not 
enough  to  stimulate  the  new  explora- 
tion needed.  The  real  future  here  still 
seems  to  belong  to  the  companies  that, 
like  Tenneco  and  Northern  Natural 
Gas,  diversified  significantly  out  of  the 
business.  ■ 
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PRODUCERS  &  PIPELINERS, 

So  Natural  Resources 
Panhandle  Eastern 
Tenneco 
ENSERCH 
Texas  Eastern 
El  Paso  Company 
Coastal  States  Gas 

Medians 


PIPELINERS  &  DISTRIBUTORS, 


20.3% 

16.9 

17.5 

13.4 

14.7 

11.8 

12.6 


1.1 
1.3 
0.9 
1.1 
1.0 
1.6 
0.9 


10.0% 
7.3 
8.8 
7.0 
7.3 
5.2 
6.2 


9.6  c 

7.8 

8.3 

8.8 

7.2 

5.9 

7.0 


11-7% 
10.9 

6.0 

5.0 

7.5 

4.2 

2.6 


13.2% 
9.5 

15.5 
19.1 
12.3 
7.8 
35.5 


14.7 


1.1 


73 


7.8 


6.0 


13.2 


Utd  Energy  Resources  27.8<>/ott     1  23.7%  0.7  14.9%  3  11.2%  ft 

Pioneer  26.7  2  35.8  1.2  15.8  1  12.4 

Houston  Natural  Gas  23.5  3  33.3  0.8  16.1  2  11.2 

Northern  Natural  Gas  17.3  4  20.9  0.7  10.6  5  8.4 

Ark  Louisiana  Gas  17.3  5  16.0  0.8  9.0  4  9.2 

Texas  Gas  Transmn  15.1  6  16.4  0.9  8.5  6  7.8 

Peoples  Gas  14.8  7  16.7  1.1  8.1  7  7.6 

Transco  Companies  14.8  7  17.2  1.6  6.2  10  5.5 

Am  Natural  Resources  14.1  9  14.8  1.0  7.3  8  6.7 

Columbia  Gas  System  12.0  10  11.4  1.1  6.0  9  6.4 

Northwest  Energy  **  16.9  1.5  7J2  ** 

Medians  16.2  16.9  1.0  8.5  8.1 

niCTDIDIITflDC 

Entex  19.0%  1  23.5%  1.1  10.6%  1  9.6% 

Oklahoma  Natural  Gas  16.7  2  23.4  1.0  11.9  3  9.3 

Southern  Union  15.8  3  16.5  0.6  9.6  2  9.4 

No  Indiana  Pub  Svc  13.7  4  14.1  1.1  6.1  7  6.2 

NICOR  13.2  5  14.5  0.8          7.4  4  7.2 

Atlanta  Gas  Light  11.0  6  8.0  0.9  4.8  9  5.8 

National  Fuel  Gas  10.7  7  10.4  0.9  6.8  5  6.7 

Brooklyn  Union  Gas  10.3  8  10.1  1.2          6.2  8  5.9 

Consol  Natural  Gas         9.9  9  10.3  0.8  6.3  6  6.4 

Pacific  Lighting         8.5  10  9.3  1.1  5.6  10  5.4 

Medians  12.1  12.3  1.0  6.6  6.6 


5.6% 
7.8 
5.7 
10.8' 
7.0 
3.3 
4.8 
6.0 
7.2 
4.9 


17.9<) 
17.9 
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10.6 
9.2 
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5 
4 
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11.6 


Industry  Medians  15.1 


16.2 


1.0 


7.3 


7.6 


7.1 


12.3 


All-Industry  Medians  12.7 


12.9 


0.4 


9.8 


9.1 


4.6 


11.8 


13.4% 

9.5 
10.5 
11.2 

9.5 

7.6 

9.1 


9.5 


25.9%« 

9.4 
12.5 

3.1 

3.6 

5.7 

9.1 
-0.2 

4.6 

1.0 

5.2 
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9.4 


Note:  Explanation  of  Yardstick  calculations  on  page  39.       ft  Three-year  average.       %  Four-year  growth       %\  Three-year  growth. 
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Aerospace  And  Defense 


There's  lots  of  talk  about  cutting  the  defense 

budget,  but  so  far  it  has  been  just  that. 

The  future  looks  bright  for  these  companies. 


The  defense  industry  will  not  start 
1977  with  a  bang.  On  Feb.  1,  just  11 
days  after  he  takes  office,  President 
Jimmy  Carter  must  make  a  crucial 
decision  on  the  Air  Force's  B-l  bomb- 
er program.  Few  people  think  he  will 
kill  the  $23-billion  project,  but  living 
up  to  campaign  promises  will  at  least 
Force  Carter  to  slow  construction. 

Don't  let  the  B-l  flap  deceive  you, 
however.  It  comes  at  a  time  when 
aerospace  firms  can  afford  to  take  a 
few  lumps.  Though  industry  employ- 
ment is  still  off  40%  from  peak  1968 
levels  and  the  commercial  aircraft 
business  is  sour,  revenues  ($40  billion 
this  year)  and  earnings  ($1.2  billion) 
are  starting  a  long  cyclical  uptrend. 
More  important,  return  on  total  capi- 
tal for  this  group  has  jumped  from 
under  6%  in  the  lean  days  of  1972 
to  over  9%  now.  It  should  go  even 
higher  as  the  mix  of  wider  margined 
foreign  sales  increases. 

The  big  loser  from  B-l  cutbacks 
will  be  Rockwell  International,  prime 
contractor  for  the  224-plane  order. 
Full  production  could  mean  50  cents 


a  share  to  its  stockholders  lor  every 
year  through  1990.  But  that  isn't  what 
gives  Rockwell  so  many  allies  in  its 
l>id  to  keep  the  program  alive.  Its 
B-l  work  will  employ  3,000  people 
in  Southern  California,  assuring  con- 
gressional support  there.  Other  states 
with  strong  Capitol  Hill  delegations 
also  have  a  stake:  General  Electric 
plans  to  build  B-l  engines  in  Ohio; 
Avco  will  do  initial  wing  section  work 
in  Tennessee;  LTV  has  a  major  air- 
frame contract  to  keep  Texas  happy. 

While  the  B-l  cutbacks  will  create 
the  impression  that  the  aerospace  in- 
dustry is  in  trouble,  total  defense 
spending  won't  go  down.  Congress  is 
worried  about  the  breakdown  of  the 
Strategic  Arms  Limitation  Talks,  the 
poor  showing  of  U.S. -made  hardware 
in  the  1973  Middle  East  war  and  the 
Soviet  military  buildup.  That  means 
the  Pentagon  will  probably  get  over 
$120  billion  to  spend  in  fiscal  1978 
—$10  billion  less  than  it  is  asking  for, 
but  $10  billion  more  than  its  current 
authorization. 

That  money  will  be  spread  widely 
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Lockheed  Aircraft 

46.8% 

1 

49.6% 

9.1 

7.1% 

12 

5-9% 

1.2% 

4.8% 

9 

DP 

Beech  Aircraft 

21.0 

2 

25.1 

0.4 

19.0 

1 

14.7 

5.9 

7.5 

6 

33.1% 

1 

Cessna  Aircraft 

16.8 

3 

19.4 

0.4 

14.3 

3 

12.2 

6.0 

11.8 

1 

11.9 

6 

Raytheon 

15.5 

4 

17.4 

0.2 

14.9 

2 

13.3 

3.4 

9.4 

3 

11.7 

7 

E-Systems 

14.7 

5 

24.0 

0.3 

20.7 

4 

11.6 

4.0 

2.2 

13 

21.1 

4 

i  United  Technologies 

14.4 

6 

190 

0.6 

9.3 

7 

9.2 

2.9 

7.9 

5 

18.4 

5 

t     General  Dynamics 

13.3 

7 

17.4 

0.2 

14.0 

5 

10.5 

4.0 

-3.3 

16 

24.3 

3 

Rockwell  Intl 

12.8 

8 

11.8 

0.6 

7.8 

8 

9.0 

2.4 

10.0 

2 

7.2 

11 

McDonnell  Douglas 

12.6 

9 

11.9 

0.3 

10.2 

6 

9.9 

3.2 

2.3 

12 

6.5 

13 

Martin  Marietta 

12.1 

10 

12.2 

0.4 

8.5 

10 

8.0 

6.3 

5.8 

8 

7.5 

9 

Northrop 

11.9 

11 

15.4 

0.4 

12.0 

9 

8.8 

2.4 

9.4 

4 

7.1 

12 

Grumman 

9.3 

12 

21.3 

1.4 

10.7 

15 

3.5 

2.1 

2.3 

11 

-13.8 

14 

Boeing 

6.8 

13 

8.5 

0.1 

7.6 

13 

5.8 

2.3 

1.5 

14 

7.2 

10 

Fairchild  Industries 

6.2 

14 

7.3 

0.6 

5.7 

14 

5.0 

1.9 

-2.8 

15 

31.0 

2 

Curtiss-Wright 

6.1 

15 

7.9 

0.0 

8.4 

11 

6.4 

4.2 

3.8 

10 

11.4 

8 

Rohr  Industries 

def 

16 

def 

2.2 

def 

16 

def 

def 

6.3 

7 

P-D 

15 

Industry  Medians 

12.7 

16.4 

0.4 

9.8 

8.9 

3.1 

5.3 

11.4 

.-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

Explanation  of  Yardstick  calculations  on  page  39.       P-D  Profit  to  deficit.      D  P  Deficit  to  profit;  not  ranked.       def  Deficit. 
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"Call  Tom  Gage. 
He'll  get 
wrapped  up  in 
your  site 
problems/' 

As  Omaha  Public  Power  District  s 
industrial  development  expert,  Tom 
will  really  get  wrapped  up  in  your 
plant  site  problems.  Rather  than 
waste  your  time  with  generalities, 
he'll  dig  up  the  specific  information 
you  need  on  key  considerations  like 
sites,  available  buildings,  labor, 
transportation,  and  community 
support  programs  in  Omaha- 
Southeastern  Nebraska.  Plus,  we 
deliver  dependable  electric  power 
at  reasonable  rates.  Send  the 
coupon,  or  give  Tom  a  call  at 
(402)  536-4347 

Omaha  Public  Power  District 

Member  Mid-Continent  Area 
Power  Pool 


Less  controversial  aircraft  programs 
include  five  major  fighter  orders:  Fair- 
child's  A- 10,  McDonnell  Douglas' 
F-15  and  General  Dynamics'  F-16  for 
the  Air  Force,  plus  Grumman's  F-14 
and  the  joint  McDonnell-Northrop 
F-18  for  the  Navy.  Production  on 
none  of  these  lines  will  peak  until 
1980,  so  they  provide  a  guaranteed 
growth    base.    United  Technologies' 


Silos  For  Sale? 


I Tom  Gage,  Manager  - 
Area  Development 
|  Omaha  Public  Power  District 
I  1623  Harney  Street 
I  Omaha.  Nebraska  68102 


2  01 


|  Please  send  me  free  facts  on  Omaha-  | 
|  Southeastern  Nebraska 

|  Name 

|  rills 

|  Company 
j  Address 

_  Stale  Zip 
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Washington  wags  recall  the  time 
some  Pentagon  lobbyists  went  to  brief 
a  Senate  Armed  Services  Committee 
member  about  our  silo-based  Minute- 
man  missiles.  When  they  started  ex- 
plaining the  silo  system,  the  senator, 
one  of  our  denser  legislators,  replied: 
"Don't  talk  to  me  about  agriculture. 
Talk  to  me  about  defense." 

He  may,  however,  have  the  last 
laugh.  If  Washington  gets  its  way, 
our  North  Dakota  silos  may  well  re- 
turn to  holding  grain  instead  of  war- 
heads. What  the  Air  Force  has  brew- 
ing is  Missile  X,  a  project  that  in 
cost  ($25  billion  to  $30  billion)  and 
controversy  could  make  the  B-l 
bomber  look  like  a  toy  plane. 

MX  is  a  fourth-generation  intercon- 
tinental ballistic  missile  designed  to 
replace  our  1,054  Minuteman  missiles. 
Most  agree  that  an  aggressive  Russian 
ICBM  development  program  and  im- 
proved technology  make  our  current 
weapons  too  vulnerable.  So,  during 
the  past  four  years,  the  Air  Force  has 
quietly  developed  a  new  missile. 

The  industry  is  excited  at  the 
prospect.  For  Northrop,  which  now 
holds  the  biggest  ($32  million)  re- 
search and  development  contract  on 
MX,  "the  project  is  the  No.  One 
priority  program,''  says  David  Fergu- 
son, vice  president  of  its  electronics 
division.  "We  hope  to  make  $1.5  bil- 
lion over  20  years  on  this."  Ditto 
Rockwell  International,  which  could 
take  in  $100  million  a  year  betwee  n 
1980  and  1995  on  MX. 

Building  the  missile  itself  could  cost 
$10  billion.  That's  half  the  price  tag 
of  the  B-l  bomber.  What  will  push 
MX  over  the  $25-billion  mark  are 
Pentagon  plans  for  alternate  basing 
modes— moving  the  warheads  out  of 
fixed  silos  and  into  mobile  launching 
systems.  Lockheed  at  one  point  test- 
fired  a  mock  MX  in  midair  from  a 
C-5  transport,  but  that  option  was 
junked  as  too  inaccurate.  Now  the 
Pentagon  wants  a  "pea  under  the 
shell"  approach.  The  MX  would  foil 
an  enemy  by  gliding  along  above- 
ground  shelters  or  covered  trenches. 
Contenders  for  the  lucrative  basing 
study  contracts:  Bell  Aerospace,  Boe- 
ing, Coodyear  Aerospace  and  Martin 


Pratt  &  Whitney  division,  builder  of 
engines  for  the  F-14,  F-15  and  F-16, 
stands  to  benefit.  So  does  troubled 
Rohr  Industries,  which  has  major  sub 
assemblies  on  the  F-14  and  F-15. 

For  the  longer  term,  several  other 
big  buys  are  in  the  works.  Boeing  and 
McDonnell  Douglas  will  run  a  com- 
petitive fly-off  late  this  year  for  a  $ 
billion  Air  Force  contract  to  replace 


Marietta.  What  will  happen  to  the 
old  silos?  "We  haven't  thought  about 
that  yet,"  says  a  Pentagon  spokesman 

MX  decisions,  of  course,  get  very) 
political.  The  Air  Force  initially  was! 
hesitant  about  mobile  basing,  opting, 
for  the  less  cosdy  and  easier-to-con 
trol  silos.  It  lost  that  argument  td 
Congress,  which  believes  the  multi 
pie-aim-point  launching  is  the  onljj 
way  to  protect  the  vulnerable  ICBMs 
A  new  basing  mode  would  also  re-t 
quire  discussions  at  the  Strategic 
Arms  Limitation  Talks,  which  ar$ 
based  on  each  side's  ability  to  veri 
fy  how  many  ICBMs  the  other  has-) 
hard  to  do  with  mobile  basing. 

All  the  factors  are  jelling  to  makd 
this  a  crucial  year  for  MX.  The  Ail 
Force  is  trying  to  accelerate  the  pro 


Gilt-Edged  Missile:  The  price  tag 
on  this  MX  system  may  top  $30  bil- 
lion ;  a  record  for  any  U.S.  weapon. 


gram,  requesting  a  reported  $500  mi 
lion  for  fiscal  1978— seven  times  i 
1977  appropriation.  Predicts  one 
sider:  "The  controversy  over  B-l  wi 
pale  beside  the  MX.  That  argumei 
is  over  whether  we  are  spending  til 
money  unnecessarily.  But  approval 
MX  means  completely  redefining  oi 
defense  posture.  It  will  be  this  coul 
try's  biggest  strategic  decision." 
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A  MAN'S  REICHHOLD 
IS  HIS  CASTLE 


From  basement  to  roof- 
op— it  takes  a  heap  of  Reichhold  to 
make  a  house  a  home. 

From  the  moment 
'ou're  awakened  by  an  electric  clock 
adiountil  you  turn  out  the  night-light, 
teichhold's  chemicals  are  at  work.  In 
he  printed  circuits  made  with  our 
poxy  and  phenolic  resins.  In  plastic 
nolding  compounds  for  switch  gear, 
rcuit  breakers,  plugs  and  outlets.  In 
he  insulation  of  the  wires  and  cables 
eliveringthe  power. 

Our  resins  are  all 
round  you.  In  the  bonding  for  glass 
ber  insulation.  In  the  electric  motors, 
he  particleboard.  The  indoor  and 
utdoor  paints.  The  plastic  fences, 
loors.  Walls.  Carpets.  Upholstery, 
he  list  goes  on  and  on.  And  mind  you, 


that's  just  the  home! 

Reichhold  is  a  key  sup- 
plier to  a  wide  variety  of  basic  growing 
industries.  Construction.  Transporta- 
tion. Electrical  equipment.  Recrea- 
tional equipment.  Textiles.  Chemical 
processing.  Rubber.  Appliances.  Agri- 
culture. Paper  and  Packaging.  And 
others. 

It's  all  part  of  our 
planned  program  of  growth  through 
strategic  diversification  of  markets. 
For  further  details,  please  write  to-. 
Corporate  Communications  Manager, 
Reichhold  Chemicals,  Inc.,  RCI  Build- 
ing, White  Plains,  New  York  10603. 
You'll  learn  why  our  sales,  earnings 
and  dividends  are  building  to  through- 
the-ceiling  expectations. 
There's  no  place  like  Reichhold. 


Chemicals  for  the  growth  industries 


REICHHOLD 


Besieged  Bomber:  Days  after  taking  office,  President  Carter  will  probably  cut  the  $23-billion  program  to  build  this  giai 

B-1.  But  less  controversial  military  business  proceeds  apace.  It  should  make  1977  a  banner  year  for  aerospace  firms. 


aging  Lockheed  C-130  transports.  The 
same  two  firms  are  also  vying  for  an- 
other $2-billion  order  for  midair  re- 
fueling tankers.  These  will  be  deriva- 
tives of  either  the  747  or  DC- 10. 
(Lockheed's  smaller  L-1011  has  al- 
ready been  eliminated.)  Boeing— 
again— and  United's  Sikorsky  division 
are  battling  for  another  major  sale, 
this  one  for  1,100  Army  helicopters. 
There's  even  a  potential  plum  for 
Grumman,  a  company  some  thought 
had  a  bleak  future  beyond  its  F-14: 
The  Pentagon  may  want  a  new  anti- 
submarine version  of  its  E2C. 

The  Navy's  new  shipbuilding  bud- 
get should  be  over  $7  billion.  That's 
more  than  twice  its  1975  level,  but  a 
mixed  blessing.  Most  shipyards  al- 
ready have  heavy  backlogs,  and  ma- 
jor builders— chiefly  Litton  Industries 
and  Tenneco's  Newport  News  subsid- 
iary—are fighting  over  $2  billion  in 
contract  claims.  So  no  one  is  eager  to 
bid  on  new  orders.  As  a  result,  some 
of  the  50  patrol  frigates  the  Navy 
wants  may  be  built  at  government- 
owned  yards,  even  though  costs  are 
higher  there.  Companies  that  could 
profit  regardless  of  who  gets  the  ship 
orders:  E-Systems  and  Raytheon, 
which  make  electronic  gear  for  ship- 
hoard  navigation  and  radar. 

Space  exploration  expenditures 
arc  n't  projected  to  rise,  but  military 
missile  business  is  very  good.  Aside 
from  the  whopping  MX  system  (see 
box,  p.  134),  Lockheed— now  the  na- 
tion's biggest  defense  contractor— has 
a  profitable  $1.9-billion  contract  to 
make  Trident  submarine  ballistic  mis- 
siles. Raytheon's  Sidewinder  and 
Sparrow  systems  are  used  in  most 
fighters  now  in  production.  Finally, 
Boeing  and  General  Dynamics  both 
have  cruise  missile  programs  that  are 
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well-thought-of    at     the  Pentagon. 

Besides  those  domestic  sales,  the 
aerospace  industry's  foreign  orders 
have  never  been  stronger.  Why?  The 
main  reason  is  the  Middle  East  tinder- 
box.  Saudi  Arabia,  for  example,  has 
been  spending  nearly  half  of  its  gross 
national  product  on  defense.  So  far, 
job-hungry  politicians  haven't  quashed 
any  export  bid,  and  this  year  foreign 
military  business  might  exceed  $15 
billion.  Just  one  month  before  the 
election,  President  Ford  submitted  $6 
billion  worth  of  export  requests  for 
legislative  approval.  After  some  flak 
over  a  Saudi  purchase  of  Maverick 
missiles,  the  package  sailed  through 
Congress.  In  addition,  Iran,  Japan  and 
Pakistan  will  probably  make  other 
hefty  aircraft  orders  later  this  year. 
These  deals,  add-ons  to  existing  pro- 
duction runs  like  Lockheed's  recent 
sale  of  P3Cs  to  Canada,  usually  yield 
handsome  profits. 

While  the  defense  market  is  boom- 
ing, orders  for  big  commercial  planes 
are  still  in  the  doldrums  They  ac- 
counted for  over  25%  of  all  aerospace 
business  during  most  of  the  Sixties. 
Now  that  share  is  below  10%.  Ameri- 
can, Delta  and  United  did  buy  planes 
last  year,  but  the  airline  industry's 
shaky  financial  condition  and  current 
overcapacity  will  postpone  major  fleet 
upgrading.  One  factor  that  should 
force  replacement  of  older  DC-8s  and 
707s  is  the  Federal  Aviation  Adminis- 
tration's imposition  of  new  noise  reg- 
ulations. Government  funding  through 
a  user  tax  or  loan  guarantees  will 
probably  be  necessary  to  help  airlines 
implement  those  rules,  however. 

Spreading  production  of  big  orders 
to  customer  countries  has  recently 
helped  U.S.  aerospace  firms  land 
military  contracts.   (General  Dynam- 


ics, for  example,  shares  work 
NATO's  F-16s  with  European  man 
facturers;  German  firms  make  coi 
ponents  of  Chrysler's  XM-1  tanks 
Now  this  trend  seems  to  have  hit 
commercial  business.  British  Airwa 
bought  six  Lockheed  L-lOlls  l 
year  partly  because  of  their  Britis 
made  Rolls-Royce  engines.  McDc 
nell  Douglas  is  currently  worki 
with  France's  Dassault  to  develop 
new  mid-sized  airliner,  which  woj 
help  it  compete  for  European  orde 
That  venture  might  also  encoura 
Air  France  to  replace  its  Caravel 
with  DC-9s  instead  of  737s  from  co 
petitor  Boeing. 

As   commercial   aircraft  manul 
turers  struggle,  general  aviation, 
small-plane  business,  keeps  soai 
It  is  now  a  $1.3-billion-a-year  ind 
try,  largely  the  province  of  Wiehi 
based  Beech  and  Cessna.  There  ha! 
been  a  dip  in  growth  since  19 
Cessna  is  in  the  midst  of  an  expens 
development  program  for  three 
business  jets.  This  will  require  nes 
$100   million  in  external  funds, 
nancing    that    will    probably  co 
through  a  stock  offering.  Beech,  me 
while,  is  sticking  to  the  turbop 
line  that  has  made  it  the  most  pit  afc 
able  of  all  firms  in  this  group. 

So,  despite  forthcoming  B-1  < 
hacks  and  clamoring  about  the  ( 
gers  of  arms  exports,  aerospace 
ecutives  can  look  forward  to  the  1 
year  in  a  decade.  Wall  Street,  wl 
was  badly  burned  when  deffi 
stocks  collapsed  in  the  late  Sixtiei 
slowly  regaining  interest:  Several 
institutional  investors— including  ft 
gan  Guaranty's  $22.5-billion  trust 
partment— have  recently  rehired  a 
space  analysts.  They  were  an  all 
extinct  species  three  years  ago.  ■ 
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The  energy  crisis,  essentially,  is  a  political  crisis. 


Gone  was  the  tight  little  smile.  Jimmy 
Carter  frowned  at  the  62.7  million 
TV  viewers  of  the  third  Presidential 
debate.  "The  Ford  Administration,"  he 
said  softly,  "has  had  no  clear  energy 
policy." 

Gerald  Ford,  gripping  the  podium, 
looked  close  to  losing  his  cool,  know- 
ing full  well  that  it  was  the  Demo- 
cratic majority  in  Congress  that  had 
destroyed  his  Administration's  well- 
thought-out  energy  policy. 

But  the  election  is  over,  and  the 
energy  ball  is  in  Carter's  court.  What 
will  Carter's  energy  policy  look  like? 
He  can  scarcely  fail  to  have  one,  con- 
sidering how  hard  he  hit  the  Repub- 
licans on  the  energy  issue,  consider- 
ing how  fast  the  U.S.  is  sliding  into 
deeper  and  deeper  trouble  on  energy. 

Take  the  most  basic  question:  Will 
domestic  crude  oil  prices  be  allowed 
to  rise  substantially  to  encourage  do- 
mestic production  and  thus  help  loos- 
en the  stranglehold  of  the  Organiza- 
tion of  Petroleum  Exporting  Countries 
on  U.S.  energy  supplies?  "That's  one 
of  the  great  imponderables  of  the  new 
Administration,"  says  Norton  Belknap, 
who  is  Exxon's  vice  president  for  cor- 
porate planning.  "The  President  and 


Congress  have  a  lot  of  discretion." 

Discretion,  indeed.  Under  the  En- 
ergy Policy  &  Conservation  Act  of 
1975,  the  price  of  "old"  and  "new" 
domestic  oil,  originally  set  at  a  com- 
posite of  $7.66  per  barrel  (vs.  an 
OPEC  price  of  $11.51  per  barrel), 
is  allowed  to  rise  up  to  10%  annually. 
But  note  those  words  "up  to":  Carter 
can,  if  he  wishes,  hold  the  rise  at  less 
than  10%.  This  could  lead  to  a  ludi- 
crous situation  wherein  the  OPEC 
members  could  keep  putting  up  the 
price  of  oil,  but  U.S.  producers  would 
be  frozen  at  much  lower  prices. 

In  July  the  national  averages  of  do- 
mestic crude  prices  were  rolled  back 
to  $5.20  for  a  barrel  of  "old"  oil  and 
$11.60  for  a  barrel  of  "new"  oil, 
thanks  to  a  Federal  Energy  Adminis- 
tration miscalculation  in  determining 
the  all-important  "composite"  price. 
Those  price  ceilings  remain  in  force. 

But  as  Richard  Nixon  among  others 
discovered,  economic  forces  are  not  to 
be  flouted  with  impunity.  Today  ana- 
lysts and  industry  sources  agree  there 
is  an  inexorable  upward  pressure  on 
U.S.  oil  and  gas  prices,  which  obvi- 
ously augurs  well  for  domestic  oil  com- 
pany profits  in  1977  and  beyond.  For 
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all  his  populism,  Jimmy  Carter  will 
have  trouble  ignoring  the  case  for 
higher  oil  prices.  The  regulatory  en- 
vironment shows  signs  of  improving; 
a  case  in  point  is  the  legislation 
passed  last  August  decontrolling  crude 
oil  from  "stripper"  wells  (those  that 
produce  less  than  ten  barrels  per 
day).  "I  think  they  [the  Government] 
are  going  to  have  to  free  up  the  price 
of  oil  and  gas,"  says  Jack  Duncan, 
president  of  St.  Joe  Minerals.  Duncan 
is  putting  his  money  where  his  mouth 
is:  He  plans  sizable  investments  in 
U.S.  oil  production  over  the  next  sev- 
eral years. 

The  cutting  edge  of  profitability  in 
domestic  petroleum  production  could 
well  be  natural  gas,  which  had  been 
controlled  on  the  interstate  market  at 


the  ridiculously  low  price  <>l  52  cents 
per  thousand  cubic  feet,  OS.  an  av- 
erage $1.50  for  gas  sold  intrastate. 
But  in  July  the  Federal  Power  Com- 
mission decided  to  raise  the  price  for 
new  natural  gas  to  $1.42  per  mcf. 
One  big  beneficiary:  Union  Oil  of  Cal- 
ifornia, which  has  a  major  expansion 
program  into  natural  gas  production 
under  way.  According  to  analyst  Dil- 
lard  Spriggs  of  Reynolds  Securities, 
28%  of  Union's  output  now  qualifies 
for  the  FPC's  hike  in  new  gas  prices. 
vs.  an  industry  average  of  about  11%. 

Another  bright  spot  on  the  dome  stic 
front  is  the  increased  likelihood  that 
oil  from  Prudhoe  Bay  will  start  flow- 
ing sometime  in  mid- 1977.  That  en- 
hances prospects  for  Exxon,  Arco, 
Standard  of  Ohio  and  British  Petro- 


leum. Meantime,  the  industry  anx 
iously  awaits  the  settlement  of  en- 
viron mental  suits  concerning  drilling 
rights  in  the  Baltimore  Canyon  off  the 
East  Coast,  and  even  hopes  to  sink 
the  first  wells  by  early  fall.  "Those 
first  wells,"  says  Exxon's  Belknap, 
"are  going  to  be  the  most  fascinating 
pieces  of  information  for  national  pol- 
icy that  you  can  think  of,  because 
there's  no  other  way  to  know  whether 
there's  anything  there." 

Even  U.S.  refiners,  traditionally  the 
paupers    of   the    industry  compared 
with  the  more  profitable  crude  pro- 
ducers, are  finding  something  to  cheer |I. 
about  as  margins  continue  to  rise  overi! 
a  dismal  1975.  Clark  Oil  &  Refining,  I 
a  loser  in  1975,  showed  a  return  on  I 
equity    of    12.7?    in    1976.  Refiners 
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Pioneering  the  last  frontier. 

Alaska.  Space. 

RCA  is  pioneering  in  both  to  meet  the  urgent  communications 
needs  of  the  fastest-growing  state. 

RCA  Alaska  Communications  provides  satellite  communica- 
tion services  for  monitoring  operation  of  the  trans  Alaska  oil  pipeline, 
linking  remote  Alaskan  Native  villages,  and  bringing  live  national 
network  news  and  major  sports  events  to  cities. 

Domestic  satellite  communications  are  expected  to  grow  at  a  rate 
of  more  than  50  percent  annually.  In  this,  as  in  other  growth  industries, 
RCA  has  played  a  pioneering  role.  We  started  network  broadcasting, 
introduced  television -first  black  and  white  and  then  color.  .  . and  we've 
built  more  than  60  successful  satellites  since  1958. 

Frontiers  are  familiar  territory  to  us. 


were  helped  by  the  recovery  in  de- 
mand for  their  products,  and  it  hard- 
ly hurt  that  U.S.  crude  prices  remain 
frozen  until  next  spring.  With  the 
continued  wearing  down  of  overca- 
pacity in  refining  and  marketing,  the 
prospects  look  bright  for  companies 
like  Shell  Oil  with  strong  positions  as 
marketers  (  Forbes,  Aug.  1 ) . 

This  has  brought  a  change  in  in- 
dustry thinking.  "There  was  and  is  a 
tendency,"  says  William  Tavoulareas, 
president  of  Mobil,  "to  say,  'I  make 
so  much  money  on  this  crude,  hell, 
I'll  just  sell  it.'  If  I  made  80  cents  a 
barrel— which  we  used  to  make— on 
the  crude,  what's  the  difference  if  I 
lost  20  cents  in  the  marketplace?"  But, 
Tavoulareas  points  out,  times  have 
changed:  OPEC  makes  the  big  profit 
in  crude  now,  so  the  big  oil  compa- 
nies must  look  elsewhere.  Says  he: 
"Certainly  in  the  future  your  invest- 
ments in  refining  and  marketing  will 
stand  on  their  own  much  more  than 
they  ever  had  in  the  past,  and  not 
be  underwritten  by  profits  overseas." 

Indeed,  those  overseas  profits  have 
been  thinning  as  more  countries  as- 
sert political  and  economic  control 
over  their  oil.  On  Jan.  1,  1976  Vene- 
zuela nationalized  its  oil,  and  the  Sau- 
dis will  soon  complete  arrangements 
for  taking  over  the  assets  of  Aramco 
(Forbes,  Dec.  15).  As  part  of  the 
Aramco  deal,  it  is  likely  that  for  pro- 
ducing a  barrel  of  oil  in  an  OPEC 
country  the  international  companies 
will  now  get  a  fee.  The  figures  being 
discussed  range  from  15  cents  to  22 
cents  a  barrel,  about  half  of  what  the 
companies  used  to  get  before  the 
1973  embargo.  Even  Indonesia,  once 
a  bonanza  for  companies  like  Natomas 
and  Caltex,  drastically  revised  its  pro- 
duction-sharing contracts  with  compa- 
nies engaging  in  production  there. 
The  predictable  result:  Natomas  is 
putting  some  of  its  chips  elsewhere. 
In  October,  Natomas  agreed  to  ac- 
quire Apexco,  a  little  Tulsa,  Okla.- 
based  domestic  producer. 

Despite  an  imminent  OPEC  price 
increase,  you  can  at  least  say  that 
the  remaining  profits  of  the  interna- 
tional oils  are  safer  than  the  old,  big- 
ger ones,  now  that  their  assets  belong 
to  the  foreigners.  The  OPEC  coun- 
tries can't  raise  and  move  the  oil  with- 
out using  the  services  of  the  oil  com- 
panies. Thus  the  new  relationship  is 
based  on  necessity  rather  than  on 
the  tenuous  foundation  of  ownership 
—which  is  a  sovereign  nation's  right 
to  take  away  at  any  time. 

"You  had  a  fear  that  the  sword  of 
Damocles  would  fall,"  chuckles  ana- 
lyst Charles  Maxwell  of  C.J.  Law- 
rence, "and  it  did.  And  guess  what? 
The  companies  are  still  making  mon- 
ey. But  the  market,  by  its  price/ earn- 


Lifeline  Or  Strangler?  Kuwaiti  crude  heads  for  Britain.  Thanks  to  North  Sea 
oil,  Britain  can  soon  be  self-sufficient.  But  the  U.S.?  Probably  never. 


ings  valuations,  assumes  that  foreign 
earnings  are  as  vulnerable  as  ever." 

Are  there,  then,  no  problems  for 
big  oil?  Of  course  there  are,  as  Max- 
well points  out,  but  they  are  rela- 
tively short-term  ones.  "The  market 
is  now  perceiving  a  new  vulnerability: 
the  possibility  that  the  European  and 
Japanese  recoveries  won't  be  there." 
Indeed,  the  market  for  petroleum 
products  in  Europe  has  experienced  a 
weak  recovery,  with  refineries  there 
running  at  about  70%  of  capacity. 

Coal:  Sluggish  But  Profitable 

The  coal  business,  too,  suffered 
from  the  stumble  in  the  recovery  as 
inventories  piled  up  at  slowed-down 
steel  plants  and  utilities.  But  the  suf- 
fering was  not  all  that  painful,  con- 
sidering the  high  profitability  the  in- 
dustry has  achieved  in  recent  years. 
The  return  on  equity  for  Westmore- 
land Coal  dropped  from  56.7%  in 
1975  to  32.5%  in  1976:  Pittston 
dropped  from  57.1%  to  30.9%.  Of 
course,  an  over-30%  return  on  equity 
is  hardly  disastrous;  but  remember 
that  the  coal  companies'  equity  is 
based  on  historical-cost,  not  replace- 
ment-cost, accounting.  Some  of  those 
mines  were  developed  20  years  ago, 
and  would  cost  far  more  than  book 
value  to  duplicate  today. 

"It  hasn't  been  a  great  year,"  con- 
cedes Duncan  of  St.  Joe  Minerals,  a 
major  coal  producer,  "but  it  hasn't 
been  that  bad  a  year  either."  Duncan, 
for  one,  is  happy  that  the  sky-high 
spot  prices  coal  producers  were  get- 
ting in  1975  are  down.  "I  think  the 
prices  were  ridiculous,"  he  says.  "They 
cause  distortions;  the  Government 
might  have  to  step  in;  they  encourage 
sloppy  operations;  and  everyone  gets 
in  the  coal  business." 

This  year's  coal  market  promises  to 
firm  up,  given  the  near  certainty  of  a 
strike  by  the  United  Mine  Workers 
next  December  when  the  current  con- 
tract  expires,  according  to  Kenneth 
1 1  k'ai  Leung  of  F.  Eberstadt. 


Analysts  expect  hedge  buying  to  com- 
mence once  it  appears  likely  that  the 
world's  steel  markets  will  resume  aj 
recovery  tempo. 

Coalmen,  however,  are  watching 
the  Government  nearly  as  closely  as 
they're  watching  the  steel  mills.  The 
strip-mining  legislation  vetoed  by 
President  Ford  in  the  spring  of  197a 
will  come  up  again  in  1977,  as  will 
the  deferred  amendments  to  the  Cleaq 
Air  Act.  (The  clean  air  legislatiorj 
sets  standards  for  the  sulfur  dioxide 
content  of  power  plant  emissionsi 
which  obviously  affects  demand  foi 
high-sulfur  midwestem  coal. ) 

How  will  Jimmy  Carter  act  on  the 
trade-off  between  coal  developmen 
and  environmental  preservation?  Oi 
oil  and  gas  prices?  On  nuclear  enea 
as  a  potential  alternative?  On  pro 
posals  to  break  up  the  oil  companies 
On  existing  price  controls  on  gaso 
line,  which  constitutes  a  hefty  45.6S 
of  U.S.  refining  output? 
'  If  the  new  Administration  assume 
that  low  prices  to  the  consumer  anc 
extreme  antipollution  standards 
more  important  than  an  adequate  sup 
ply  of  energy,  then  the  country  i 
headed  for  trouble.  If  Congress  anc 
the  Administration  decide  in  thei 
wisdom  that  profits  are  a  ripoff  on  thi 
consumer  rather  than  a  source  of  capi| 
tal  investment,  then  the  oil  and  coa 
companies  will  hold  back  on  capita| 
investment.  Petroleum  reserves  wfl| 
dwindle,  imports  will  mount.  Our  va| 
reserves  of  coal  will  lie  fallow  heneatf 
the  surface.  In  this  case,  the  natiol 
will  suffer  more  than  the  companies 
will,  because  the  companies  can  d 
quite  nicely  simply  living  on  exist™ 
reserves  and  reinvesting  the  profit 
elsewhere— in  retailing,  in  finance,  U 
any  other  field  that  looks  worthwhile 
No  skin  off  their  noses,  really. 

Gerald  Ford  came  up  with  a  pre! 
good  energy  policy  and  Congres 
scuttled  it.  Congress  will  be  gentle 
with  a  Democratic  executive  brand 
Let's  hope  it's  a  wise  one.  ■ 
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Listen  to  what  rail  shippers  are  say  in 
about  Tiger  Leasing  Group: 


^  North  American  Car 
said  the  PD*car  would 
solve  our  operating 
problems. 
It  has/7 


These  days  it's  becoming 
common  to  hear  that  Tiger 
Leasing  Group  is  doing 
remarkable  things. 

Tigers  North  American 
Car  Corporation,  for 
example.  They  listened  to 
shippers  and  receivers  of 
flour,  cement  and  dry 
chemicals  who  needed 
cleaner,  faster,  more 
thorough  product  handling. 
The  problem-solving  result 
is  the  PD®  (pressure  dif- 
ferential) covered  hopper, 
with  its  innovative  aeration 


system.  PD*  cars,  designed 
and  built  by  Butler  Manufac- 
turing Company,  are  just  one 
part  of  the  worlds  most 
diversified  railcar  fleet. 
Tank  cars,  covered  hoppers, 
insulated  box  cars  and  other 
specialized  rail  equipment 
are  provided  through  flexible 
full-service  or  finance  leases. 

During  the  past  70  years 
the  North  American  Car  fleet 


has  grown  to  more  than 
46,000  cars  operating  in  the 
United  States,  Canada, 
Mexico  and  Europe. 

Meanwhile,  other  Tiger 
Leasing  Group  companies 
are  leasing  jet  aircraft, 
computers,  industrial  and 
construction  equipment 
through  the  full  range  of 
operating,  finance  and 
leveraged  leases  or 
engineered  and  managed 
leases.  And  you  can  find 
them  in  principal  cities 
around  the  world. 

It's  no  wonder  people 
are  talking. 

If  you're  listening 
you're  hearing 
a  lot  about  the 
Tiger. 


BS 


TIGER  LEASING  GROUP 

ite  Headauarters:  222  South  Riverside  Plaza;  Chicago,  Illinois  60606  USA 
12)  648-40-  0  New  York:  (212)  532-1500/Los  Angeles:  (213)  552-631 1 /London:  01-222-7692 

North  .  vmerican  Car  Corporation/Tiger  Equipment  &  Services,  Ltd. 
NAC  ^easing  Corporation/National  Equipment  Rental,  Ltd. 
National  Computer  Rental,  Ltd. /National  Aircraft  Leasing,  Ltd. 

A  Tiger  International  Company. 


Information  Processing 


Anyone  who  thinks  that  IBM  owns  the  computer  business 
is  simply  not  acquainted  with  the  facts. 


More  than  the  Antitrust  Division  of 
the  Justice  Department,  it  is  Interna- 
tional Business  Machines  Corp.  that 
breaks  up  monopolies.  It  is  IBM,  not 
tlu  G-men,  that  has  threatened- 
through  its  satellite  technology- 
American  Telephone  &  Telegraph's 
dominance  of  long-distance  communi- 
cation. It  is  IBM,  not  the  G-men, 
that  is  helping  to  Break  Xerox'  hold 
on  the  copier  market,  as  IBM  years 
earlier  broke  Sperry  Rand's  computer 
dominance. 

What  is  IBM's  reward  for  this  ag- 
gressive competition?  Well,  superior 
profitability,  for  one  thing.  A  snarl  oi 
congressional  and  regulatory  red  tape 
designed  to  protec  t  Ma  Bell,  for  an- 
other. Tougher  competition  at  nearly 
every  point  on  the  periphery  of  its 
franchise,  from  companies  as  inns 
cular  as  Eastman  Kodak  and  as  lean 
and  hungry  as  Control  Data,  for  a 
third.  For  a  fourth,  of  course,  then 
is  the  Antitrust  Division's  claim  that 


IBM  itself  should  he  broken  up.  If 
the  chief  rew  ard  of  market  dominance 
is  an  uneventful  life,  tin  ( Io\  ernment's 
case  should  be  thrown  out  of  court 
tomorrow.  IBM's  strength  may  earn 
it  profits  but  doesn't  bin  it  tranquility. 

At  one  time  tranquil,  the  informa- 
tion processing  industry  is  fairly  seeth- 
ing with  change  these  days.  IBM  in- 
troduced a  record  number  of  new 
products  last  year.  Alert  competitors 
like  Xerox  reacted  more  aggressivt  K 
than  ever,  however. 

The  result,  as  is  to  be  expected,  is 
a  fat  dividend  for  users,  and  good  to 
generally  tolerable  rates  of  return  for 
IBM's  major  competitors.  Here  is  only 
one  example: 

IBM's  Series  III  and  Kodak's  Ekta- 
print  150  gave  customers  cost-effec- 
tive alternatives  to  Xerox  in  the  high- 
volume  duplicating  market.  IBM's  was 
cheaper  per  copy  than  some  Xerox 
models,  while  Kodak's  machine  could 
sequentially  spew  out  collated  and 


INFORMATION  PROCESSING:  Yardsticks  of  Management  Performance 


PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Company 

5-Year       5-Year  Latest 
Average        Rank     12  Months 

Debt/ 
Equity 
Ratio 

Latest      5-Year  5-Year 
12  Months    Rank  Average 

Net 
Profit 
Margin 

5-Year  5-Year 
Average  Rank 

5-Year  5-Year 
Average  Rank 

COMPUTERS. 


IBM 

20.10/0 

1 

20.2% 

0.0 

19.7% 

1 

19.0% 

14.6% 

12.5% 

5 

13.7% 

4 

Hewlett-Packard 

18.3 

2 

16.0 

0.0 

15.4 

2 

18.0 

8.1 

21.5 

3 

23.3 

2 

Digital  Equipment 

15.0 

3 

15.1 

0.1 

13.9 

3 

15.1 

9.8 

36.5 

1 

29.1 

1 

Burroughs 

14.0 

4 

13.2 

0.2 

11.3 

4 

10.9 

9.4 

14.2 

4 

17.0 

3 

Sperry  Rand 

12.7 

5 

12.7 

0.4 

9.1 

5 

9.7 

4.6 

11.0 

7 

11.7 

5 

Honeywell 

9.4 

6 

9.8 

0.4 

6.7 

6 

6.7 

3.8 

10.4 

8 

4.4 

7 

NCR 

6.5 

7 

8.4 

0.8 

6.1 

7 

5.4 

3.1 

9.5 

9 

5.4 

6 

Control  Data 

5.2 

8 

5.3 

0.6 

4.7 

8 

4.5 

2.3 

12.0 

6 

2.7 

8 

Memorex 

def 

9 

def 

57.9 

15.7 

9 

def 

6.7 

25.5 

2 

P-D 

9 

Medians 

12.7 

12.7 

0.4 

11.3 

9.7 

6.7 

12.5 

11.7 

FRS  &  OFFIP.F  FDIIIPMFNT 

Xerox 

20.7% 

1 

18.7% 

0.6 

13.9% 

1 

16.8o/0 

8.3% 

20.8% 

2 

12.5% 

1 

Moore  Corp 

18.8 

2 

15.2 

0.2 

11.1 

2 

15.4 

5.9 

16.3 

3 

12.1 

2 

Nashua 

12.6 

3 

8.1 

0.5 

6.3 

3 

9.8 

2.0 

21.6 

1 

3.7 

4 

A  B  Dick 

12.5 

4 

4.4 

0.5 

3.6 

4 

9.5 

1.2 

13.5 

4 

8.5 

3 

Pitney-Bowes 

8.4 

5 

10.6 

0.5 

7.8 

5 

6.2 

3.5 

11.6 

5 

-3.9 

5 

dgraph  Multigraph 

3.1 

6 

2.9 

0.4 

3.2 

6 

3.3 

1.1 

5.7 

7 

-18.7 

6 

ictor  Comptometer 

1.0 

7 

def 

0.6 

1.1 

7 

2.5 

def 

7.3 

6 

35.8 

7 

 Medians 

12.5 

8.1 

0.5 

6.3 

9.5 

2.0 

13.5 

3.7 

Industry  Medians 

12.6 

10.2 

0.5 

8.5 

9.6 

4.2 

13.0 

7.0 

Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

4  Explanation  of  Yardstick  calculations  on  page  39        P-D  Profit  to  deficit.      def  Deficit 
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PLATO,  Control  Data  Style:  Shrinking  school  budgets  discouraged  IBM  from 
entering  the  programmed  instruction  market.  Capitalizing  on  IBM's  hesitancy, 
Control  Data's  new  computer  terminal,  named  PLATO,  has  the  head  start. 


stapled  sets  of  copies.  For  the  first 
time  Japanese  copiers,  especially  those 
of  Canon  and  Toshiba,  became  a  ma- 
jor market  force.  More  competitors 
entered  the  copier  market  than 
dropped  out. 

So  what  did  Xerox  do?  Roll  over 
and  play  dead?  Of  course  not.  In  an- 
ticipation of  these  assaults,  Xerox 
cleverly  changed  the  rules  of  the 
game,  putting  less  emphasis  on  in- 
creasing the  number  of  new  machines 
in  the  field,  putting  far  more  emphasis 
on  getting  customers  to  make  more 
copies  on  the  machines  they  already 
have.  The  deal:  price  cuts  averaging 
between  4%  and  5%  on  its  copiers  in 
exchange  for  annual  contracts  and 
heavier  use.  The  goad:  cost  savings 
as  high  as  20%  to  30%  for  users  who 
returned  some  units  and  centralized 
their  use  of  their  remaining  units.  La- 
ter Xerox  offered  some  users  two  ma- 
chines for  the  price  of  one. 

Simultaneously,  Xerox  offered  price 
incentives  on  its  in-plant  printing  sys- 
tem, the  copier/ duplicator  9200,  to 
barge  in  on  the  high-speed  offset  dup- 
licating market  traditionally  dominat- 
ed by  Addressograph  Multigraph  and 
A.B.  Dick.  Addressograph  countered 
the  9200  advances  with  an  aggres- 
sive advertising  campaign  aimed  di- 
rectly at  Xerox.  Conglomerator  Roy 
Ash  moved  into  AM  as  chief  execu- 
tive officer  to  restore  profitability. 

Copiers  are  just  one  aspect  of  the 
information  processing  business,  but 
the  message  is  clear.  IBM's  entry 
into  the  market  set  off  a  chain  reac- 
tion that  upset  several  previously 
comfortable  satrapies-and  IBM  didn't 
suffer  much  as  a  result.  With  over 
10%  of  the  market,  IBM's  copier  op- 
eration is  already  in  the  black. 

IBM  completed  its  25th  consecu- 
tive year  of  record  earnings.  For  the 
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first  time,  its  return  on  equity  for  the 
latest  12  months  surpassed  that  of 
Xerox  in  the  Forbes  Yardsticks. 

But  don't  conclude  from  this  that 
the  other  computer  companies  do  not 
matter.  "You  can't  compete  head-on 
against  IBM,"  snaps  engineer  Wil- 
liam C.  Norris,  the  salty  entrepreneur 
who  is  chairman  of  Control  Data. 
Call  it  Norris'  Law:  Dozens  of  other 
companies,  including  RCA,  General 
Electric  and  Xerox,  discovered  it  the 
hard  way,  to  their  financial  cost.  But 
the  interesting  part  of  Norris'  Law  is 
its  tacit  component:  You  can  com- 
pete obliquely. 

Hence  Control  Data's  current  strat- 
egy. It  specializes  in  superfast  com- 
puters, an  area  where  IBM  has  no 
current  offering  and  a  record  of  past 
failure.  CD  pushes  sales  of  scientific 
computers  in  Red  China  and  Russia, 
where  IBM  has  moved  cautiously  be- 
cause of  its  compunctions  about  the 
U.S.  national  interest.  CD  is  going  big 
into  programmed  education,  while 
IBM  holds  back  because  Chairman 
Frank  T.  Cary  thinks  it  is  too  new  a 
field  to  enter  profitably.  CD  is  ex- 
panding its  time-sharing  sales,  a  mar- 
ket IBM  is  forbidden  to  reenter  until 
1979  as  a  result  of  settling  CD's  anti- 
trust suit  against  it.  It  has  joint  ven- 
tures to  produce  peripheral  products, 
thereby  matching  IBM's  economies  of 
scale.  CD  also  has  a  big  financial  ser- 
vices subsidiary,  Commercial  Credit. 

The  others  follow  suit,  with  the  ex- 
ception of  Honeywell,  which  must 
come  up  with  a  viable  strategy.  Old- 
timers  like  Sperry  Rand,  Burroughs 
and  NCR  are  strong  in  particular  mar- 
kets and  applications:  retailing  or 
banking  or  factory  automation.  Mini- 
computer-makers like  Digital  Equip- 
ment and  Hewlett-Packard  are  ex- 
panding upward,  just  as  IBM  is  ex- 


panding downward  toward  their  lines. 

The  key  to  prosperity  in  these  spe- 
cial niches  is  not  the  $3.5  billion  in 
private  lawsuits  that  competitors  cur- 
rently have  going  against  IBM.  (Con- 
sider: If  IBM  lost  every  single  nickel 
of  that,  it  could  still  pay  its  damages 
out  of  ready  cash  and  have  $2  bil- 
lion left  over.)  Instead,  what  keeps 
IBM's  competitors  going  is  the  struc- 
tural revolution  impending  in  the  in- 
dustry, which  means  you  will  have  to; 
learn  yet  another  new  name. 

"Distributed  processing"  may  sound 
like  just  another  fancy  phrase  for  com- 
puters, and  in  a  way  it  is— it  boils 
down  to  the  search  for  ways  of  mak 
ing  computer  systems  more  amenable 
and  responsive  to  use  by  humans.  In 
stead  of  having  one  or  two  huge  cen 
tral  processing  units  doing  most  of  the 
work,  often  inefficiently,  distributed 
processing  means  adding  to  the  sys- 
tem a  series  of  linked  mini-  or  micro- 
computers, where  terminals  react  t<J 
the  user  more  quickly.  With  smaller 
"building  blocks,"  users  can  put  to- 
gether systems  to  meet  highly  specific 
needs.  For  example,  airline  reserva 
tion  systems,  point-of-sale  terminals 
and  bank  cash  machines. 

The  race  to  develop  superflexibl 
little   boxes   for   these    needs  is 
tricky  one,  but  IBM  has  no  lock  o^j 
selling  all  the  pieces  of  each  system,  i 

New  entrants  like  Amdahl  and  Ite 
are  replacing  IBM  central  processon 
with   faster,   cheaper  IBM-software 
compatible  machines.  And  the  minf 
computers  are  getting  so  good  the) 
can  replace  the  big  expensive  uni 
of  the  older  makers.  Hewlett-Pack 
ard's     latest     generation     is  aime  'to 
squarely,  not  only  at  IBM's  minicon 
puters,  but  also  at  replacing  the  smal  ^ 
er  end  of  IBM's  370  computers,  ft 
example. 

IBM  A  Monopoly? 

For  more  than  a  decade,  Fohbes 
Annual  Report  on  American  Industr 
has  been  pointing  out  that  informata 
processing  is  where  the  action  is,  ai 
will  be  in  the  foreseeable  future, 
was  never  more  true  than  today.  Ele 
tronic  mail  is  only  a  few  years  ol 
no  matter  what  monkey  wrenches 
federal  regulators  find  to  throw 
to  the  works.  Competition  betwi 
the     giants— AT&T,     Xerox,  Ko 
and   IBM— will  stiffen,  not  weal 
And  in  the  interstices  of  the  h 
new  growth  areas  these  compa: 
open  up,  there  will  be  plenty  of  0] 
portunity  for  the  smaller  alert  co 
panies— more  than  ever  before. 

Is  IBM  the  dominant  company 
information  processing?  It  sure  is.  1  ^ 
IBM  a  monopoly?  Hell,  no.  Just 
at  how  healthy  the  tougher  and  sman 
er  of  its  competitors  are.  ■ 
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MERE  IS  II  WORD 

:OR  A  COfllPflnV  THAT 

ICQUIRED  ITS 

IAUJ  fflATERJAl  RESERVES 

IT  YESTERDAY'S  PRICES. 


ARSIGHTED, 


fcn  addition  to  becoming  the  na- 
n's fifth  largest  chemical  company 
he  past  25  years,  Grace  is  also  a 
Ling  factor  in  natural  resources, 
n  the  emphasis  on  domestic, 
itwo  reasons:  to  help  make  this 
Son  less  susceptible  to  the 
Srices  of  foreign  governments; 
I  to  further  strengthen  the  com- 
|/s  asset  base. 

Koal.  Oil.  Natural  Gas.  Phosphate 
:  k.  Vermiculite.  We've  been 
ijdily  acquiring  them  and  con- 
datively  estimating  their  worth. 
Example,  in  our  1975  financial 
foments,  Grace's  shareholder 
|ty  is  carried  at  a  bit  over 
Itillion.  But  if  you  value  our 
ibral  reserves  at  what  it  would 
is  to  acquire  them  today,  you 
t(.d  add  over  $660  million  to  the 
S'pany's  total  net  worth.  This,  in 
ir,  would  take  our  reported  book 
ik  per  share  from  $30.00  to  an 
feted  $49.00,  an  increase  of  62%. 
■inese  assets  serve  as  a  solid 
)i  dation  for  the  company's  future 
rflth.  In  the  next  three  years, 
e:<pect  our  current  production  of 
iiliid  oil  equivalent  to  more  than 
i lie  to  some  40,000  barrels  a 
a |  n  this  same  period,  Grace's 


output  of  coal  (low  sulphur,  environ- 
mentally acceptable  coal)  will  triple 

to  some  3  million  tons  a  year. 
And  our  phosphate  rock  reserves  - 
a  key  fertilizer  ingredient— will  last 
well  into  the  next  century. 

These  assets  are  just  part  of  a 
program  which,  in  the  past  two 
decades,  has  resulted  in  a  complete 
restructuring  of  our  businesses. 
Where  25  years  ago  Grace  was  a  Latin 
America  based  trading,  mining  and 
shipping  company,  today  it  is  the 
nation's  47th  largest  industrial 
company  doing  90%  of  its  business 
in  the  U.S.,  Canada  and  Europe. 

If  you  would  like  to  know  more 
about  Grace  and  its  hidden  assets, 
write  for  our  latest  financial  state- 
ment and  our  booklet,  "A  Manage- 
ment Perspective!'  W.R.Grace  &  Co., 
Grace  Plaza,  1 1 14  Avenue  of  the 
Americas,  New  York,  N.Y  10036, 
Dept  F-6. 


W  R  Grace  &  Co 

GRACE 

Chemicals  •  Natural  Resources  •  Consumer  Products 


Distribution 


The  consumer's  increasing  unpredictability 
dominated  the  distribution  scene  last  year. 
But  some  companies  managed  to  do  very  well. 


If  you  want  to  understand  why  the 
first  major  economic  item  on  Presi- 
dent-elect Jimmy  Carter's  agenda 
after  he  takes  office  later  this  month 
will  be  a  tax  cut,  you  should  hark 
back  to  the  results  of  three  consumer 
attitude  surveys  taken  shortly  before 
the  start  of  last  year's  Christmas  sell- 
ing season.  The  University  of  Michi- 
gan survey  reported  mounting  con- 
sumer confidence;  Sindlinger  &  Co. 
found  that  confidence  had  slipped 
steadily  since  last  May;  and  the  Con- 


ference Board  concluded  that  atti- 
tudes were  basically  unchanged. 

What  the  pollsters  were  reflecting, 
and  what  was  alarming  to  the  re- 
tailers who  sought  to  interpret  their 
findings,  was  the  maddeningly  incon- 
clusive partem  of  consumer  behavior 
(see  also  p.  35  of  this  issue).  But 
the  results  of  that  pattern  were  not 
hard  to  discover.  Apparel  sales,  for 
example,  had  suddenly  and  unex- 
pectedly slacked  off  late  in  the  spring; 
had  remained  in  the  doldrums  until  a 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Company 


5-Year 
Average 


5-Year 
Rank 


Latest 
12  Months 


Debt/ 
Equity 
Ratio 


Latest  5-Year 
12  Months  Rank 


5-Year 
Average 


Net 
Profit 
Margin 


5-Year 
Average 


5-Year 
Rank 


5-Year 
Average 


5-Year 
Rank 


H.9% 

13.6 

11.4 

7.7 

6.5 


2 
1 
3 
6 
10 


13.0% 

13.2 

11.8 

9.1 

7.7 


4.3% 

3.8 

2.8 

3.2 

1.3 


12.1% 
11.2 
13.0 
12.9 
4.7 


3 
5 
1 
2 

16 


12.7% 
8.3 
7.1 
5.6 
10.5 


DEPARTMENT  STORES 

Mercantile  Stores  15.7%  1  14.5%  0.2 

Federated  Dept  Stores  14.4  2  14.1  0.1 

J  C  Penney  13  8  3  13.9  0.2 

Carter  Hawley  Hale  12.9  4  11.7  0.5 

Ga  m  ble-Skogmo  12.3  5  10.3  1.0 

Garfinckel  Brooks  Bros  12.1  6  11.2  0.4  8.8  5         9.5  3.2  10.0         7  8.2 

Sears,  Roebuck  12.1  7  11.5  0.3  9.5  4        10.5  4.2  8.1  9  4.5 

Allied  Stores  11  9  8  14.0  0.9  8.9  12          7.2  3.3  6.6  12  15.4 

May  Dept  Stores  11.5  9  13.0  0.7  8.3  9         7.9  3.4  9.1  8  10.3 

RHMacy  11.3  10  13.4  0.5  8.7  13          7.2  2.9  7.5  10 

Dayton-Hudson  11.0  11  15.4  0.6  10.4  11          7.5  3.3  11.3  4 

Associated  Dry  Goods  10  9  12  9.0  0.3  7.4  7         8.8  2.6  11.1  6 

Carson  Pirie  Scott  10.8  13  12.5  0.7  8.1  14  7.0  2J  6.1  13 

Marshall  Field         9.4  14  6.9  0.1  5.9  8  8.1  2.6  6.7  11  1.6 

Alexander's         4.8  15         8.1  1.0  5.1  15  3.6  1.2  5.6  14  -14.1 

Goldblatt  Brothers         3.5  16         2.7  0.4  2.8  16  3.3  0.4  4.8  15  -9.3 

City  Stores   def  17         def  1.3  def  17  del  def  0.2  17  P-D 

Medians  11.5  11.7  0.5  8.3  7.9  2.9  8.1 


6.5 
10.6 

4.0 
12.5 


7.1 


DISCOUNT  &  VARIETY  STORES— 
Wal-Mart  Stores  28.7% 
SSKresge  17.7 
Kings  Dept  Stores        17  6 
Fed-Mart  16.2 


29.6% 
21.0 
18.6 
14.9 


0.4 
0.2 
0.1 
0.7 


22.8o/0 
18.0 
17.2 
9.2 


22.6% 
15.6 
16.4 
8.5 


3.4% 
3.2 
3.6 
1.0 


47.6% 
21.2 
7.8 
14.5 


1 
2 
10 
5 


38.0% 
19.3 
9.1 
16.7 


Household  Finance 
F  W  Woolworth 
G  C  Murphy 
Rose's  Stores 
Zayre 
Vornado 
Sav-A-Stop 
Cook  United 
Rapid-American 
Arlen  Realty  &  Dvpt 
Daylin 
Hartfield-Zodys 

Medians 


13.9 
10.0 
8.1 
7.1 
6.5 
4.3 
2.3 
def 


16.5 
11.3 
8.5 
8.9 


1.7 
0.5 
0.3 

0.2 


7.8  7 

8.0  5 

6.8  8 

8.3  6 


6.9 
7.6 
6.5 
7.1 


4.0 
2.2 
1.7 
1.1 


13.3  7 

13.2  8 

6.3  13 

16.0  3 


2.8 
4.9 
3.1 
-8.9 


9 
10 
11 
12 


5.8 
4.1 
2.8 
6.1 


1.0 
1.0 
0.8 
0.9 


4.6 
4.0 
4.0 
4.9 


9 
11 
12 
13 


4.8 
4.1 

3.8 
1.2 


0.6 
0.6 
0.5 
1.0 


12.2 
3.1 
14.8 
-2.5 


9 
14 

4 
16 


-7.4 
-9.6 
-25.5 
P-D 


def 
def 
def 
def 

6.8 


13 
14 
15 
16 


def 
def 
def 
11.5 


4.8 
7.2 
-4.3 
1.4 


4.2 
def 
3.5 
4.9 


10 
14 
16 
15 


4.2 
0.4 
def 
def 


def 
def 
1.0 
1.1 


7.6  11 

2.m  15 

7.4*  12 

13.9  6 


P-D 
D-D 
P-D 
P-D 


8 

10 
11 

12 
12 

12 
12 
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arp  pickup  in  October;  and  then 
d  eased  just  enough  in  late  No- 
mber  so  that,  at  Forbes  presstime, 
jst  sellers  of  soft  goods  were  simply 
inning  their  prayer  wheels  about 
lat  kind  of  Christmas  selling  season 
ey  would  end  up  having. 
By  no  means  all  the  retail  experi- 
ce  was  bad.  Durables— especially 
tos  and  home  furnishings  and  mod- 
lization— were  doing  well,  and  toi- 
ries  and  cosmetics  seemed  to  be  re- 
ining some  luster.  But  the  pattern 
is  so  unpredictable  from  one  field 

the  next  (food  sales,  for  example, 
:ently  turned  sluggish)  that  whole- 
ers  and  retailers  were  constantly 
certain  whether  to  buy  big  and 
smote,  or  slash  inventories  and 
irk  down.  At  least  until  a  Carter 
c  cut  could  work  its  hoped-for  mag- 

the  best  prescription  for  a  retailer 
is  either  to  have  a  unique  new  sell- 
l  proposition  or  to  be  concentrated 
some  field  where  the  consumer  was 
ending  his  money  freely. 


One  company  typifying  the  latter 
alternative  was  the  U.S.'  No.  One  re- 
tailer, Sears,  Boebuck,  buoyed  by  a 
strong  comeback  in  hard  goods  and 
home-furnishings  sales  and  lacking  the 
massive  auto-insurance  underwriting 
losses  that  beset  its  Allstate  Insurance 
subsidiary  the  year  before.  A  major 
factor  in  Sears'  gain,  noted  Chairman 
Arthur  Wood,  was  the  sharp  increase 
in  purchases  of  existing  homes: 
"That's  a  much  more  important  figure 
to  us  than  housing  starts.  Most  of  our 
business  in  appliances  and  home  fur- 
nishings is  replacement  business." 

Beversing  a  bend,  Sears  made  a 
bigger  sales  gain  than  Montgomery 
Ward.  ("Monkey"  Ward  is  now  100%- 
owned  by  Mobil  Corp.)  But  the  best 
record  of  a  major  mass  merchandiser 
on  the  Forbes  Yardsticks  belonged  to 
S.S.  Kresge.  Kresge  opened  271  new 
stores  in  1976  and  profited  from  a 
merchandising  mix  featuring  home 
furnishings,  sporting  goods  and  rea- 
sonably priced  apparel.  Add  to  this 


the  demise  of  several  competitive  dis- 
count chains  (notably  W.T.  Grant), 
and  the  result  was  a  30%-plus  earnings 
gain.  The  one  big  question  in  Kresge's 
future  is  whether  its  strategy  in  locat- 
ing its  suburban  K  mart  stores  as  free- 
standing units  outside  of  shopping 
centers  will  remain  valid. 

One  retailer  does  seem  to  have 
found  a  new  formula.  F.W.  Wool- 
worth  (Forbes,  Nov.  15)  is  blending 
its  shopping-center-located  Woolco 
discount  stores  with  its  variety  stores 
into  a  new  retail  animal.  It  is  doing 
it  successfully,  judging  by  its  con- 
tinued gains  despite  eroded  profits  in 
Britain,  devaluations  in  Mexico  and 
so-so  apparel  results.  Woolworth's 
turnaround  under  Chairman  Lester 
Burcham  has  already  lifted  its  less- 
than-robust  profitability  ranking  in 
Forbes'  distribution  Yardsticks. 

For  apparel  sellers,  the  best  thing 
about  1976  was  its  shape.  All  spring 
and  summer,  outfits  like  Allied  Stores, 
Federated,  May,  Dayton-Hudson  and 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Net 


5  Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Company 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

ongs  Drug  Stores 

24.1% 

1 

21.8o/0 

0.0 

21.8% 

1 

23.9% 

3.6% 

18.5% 

6 

17.7% 

4 

Jack  Eckerd 

21.0 

2 

19.7 

0.1 

18.9 

2 

19.6 

4.9 

26.7 

3 

23.4 

1 

Pay'n  Save 

20.3 

3 

18.3 

0.2 

15.9 

3 

18.4 

3.3 

24.4 

4 

22.4 

2 

Revco  D  S 

18.1 

4 

20.6 

0.3 

16.5 

4 

15.2 

3.6 

30.9 

2 

15.1 

5 

Rite  Aid 

16.6 

5 

16.5 

0.2 

14.7 

5 

12.8 

3.3 

30.9 

1 

21.6 

3 

kaggs  Companies 

15.0 

6 

19.2 

0.2 

16.9 

6 

12.7 

2.1 

21.9 

5 

12.0 

6 

Sav-On-Drugs 

11.8 

7 

12.2 

0.1 

11.5 

7 

11.7 

1.9 

9.7 

9 

4.6 

7 

Gray  Drug  Stores 

10.8 

8 

13.7 

0.4 

10.6 

8 

8.9 

1.9 

12.6 

7 

-0.5 

10 

Walgreen 

10.1 

9 

12.1 

0.5 

8.6 

10 

7.4 

1.3 

8.1 

10 

-0.1 

8 

nifty  Drug  Stores 

9.8 

10 

9.8 

0.4 

7.6 

9 

7.7 

1.3 

9.8 

8 

-0.3 

9 

iples  Drug  Stores 

3.4t 

11 

*» 

0.1 

*« 

11 

3.1t 

*• 

*• 

Medians 

15.0 

17.4 

0.2 

15.3 

12.7 

2.7 

20.2 

13.6 

i   Avon  Products 

32.0% 

1 

30.3% 

0.0 

29.2% 

1 

29.8% 

11.5% 

12.9% 

11 

9.2% 

9 

Petrie  Stores 

28.7 

2 

28.8 

0.0 

28.8 

2 

28.7 

10.1 

19.4 

6 

27.9 

3 

Melville 

24.5 

3 

28.5 

0.1 

25.1 

3 

20.6 

5.0 

17.4 

8 

13.0 

7 

Tandy 

23.6t 

4 

42.5 

0.2 

30.8 

*» 

8.9 

32.9tt 

3 

71-9** 

1 

lison  Bros  Stores 

19.3 

5 

22.2 

0.2 

18.8 

6 

15.5 

5.1 

11.8 

12 

14.5 

5 

Pickwick  Intl 

19.1 

6 

14.4 

0.3 

12.0 

5 

16.5 

3.4 

26.1 

4 

15.1 

4 

Best  Products 

18.3 

7 

25.8 

0.1 

22.9 

4 

17.2 

3.4 

58.8 

1 

37.4 

2 

Saga  Corp 

17.9 

8 

16.6 

0.3 

13.0 

7 

14.7 

1.6 

20.7 

5 

13.4 

6 

Beneficial  Corp 

14.9 

9 

17.6 

1.9 

7.1 

14 

6.1 

6.4 

7.2 

16 

6.3 

11 

ARA  Services 

13.9 

10 

12.2 

0.3 

9.5 

10 

10.2 

2.7 

14.2 

9 

9.4 

8 

Lane  Bryant 

12.8 

11 

11.1 

0.2 

9.2 

8 

10.8 

2.4 

9.1 

14 

4.9 

13 

]  Servomation 

12.0 

12 

12.4 

0.2 

9.9 

11 

9.5 

2.9 

7.2 

17 

4.2 

14 

Zale 

11.3 

13 

9.8 

0.1 

9.4 

8 

10.8 

4.7 

11.1 

13 

6.8 

10 

l  evitz  Furniture 

9.0 

14 

5.4 

0.3 

4.8 

12 

00 

1.2 

33.4 

2 

6.3 

12 

Fingerhut 

8.2 

15 

12.7 

0.2 

10.3 

13 

7.3 

3.4 

13.0 

10 

-22.2* 

17 

nterstate  United 

5.6 

16 

1.8 

0.5 

3.0 

15 

5.3 

0.3 

7.8 

15 

-0.9 

15 

Wickes 

5.3 

17 

8.0 

0.8 

5.6 

16 

5.2 

1.2 

18.9 

7 

-9.0 

16 

Genesco 

def 

18 

5.4 

0.9 

4.5 

17 

0.1 

1.1 

2.0 

18 

PD 

18 

Medians 

14.4 

13.6 

0.2 

10.1 

10.8 

3.4 

13.6 

8.0 

dustry  Medans 

11.9 

12.4 

0.3 

8.9 

8.1 

2.7 

11.8 

6.3 

i  Justly  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

H  lanation  of  Yardstick  calculations  on  page  39. 

t  Four-year  average. 

t  Four-year  growth. 

tt  Three-year  growth. 

't  to  deficit.  D-D 

Deficit  to  deficit.  def 

Deficit. 

•*  Not  available;  not  ranked. 
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Choosy:  The  consumer  stepped  up  spending  last  year,  but  he  was  selective.  Big-ticket  automakers  and  homebuilders 
took  more  than  their  share.  Result:  Many  food  chains  and  apparel  retailers  had  to  shave  prices  to  get  sales. 


J.C.  Penney  struggled  with  poor  ap- 
parel demand.  Still,  a  man  like  Pen- 
ney President  Walter  Neppl  could 
feel  that  by  the  time  the  final  Christ- 
mas sales  figures  come  in,  "retail  sales 
would  show  a  modest  gain  over  1975." 
He  added,  "Just  beating  last  Christ- 
mas' strong  upsurge  would  be  a  good 
performance." 

Neppl  is  even  more  optimistic  about 
1977.  "Retail  sales  should  rise  11%," 
he  predicted.  "I  don't  think  that's  an 
overly  optimistic  estimate."  He  expects 
consumers  gradually  to  shift  their 
dollars  to  soft  goods.  Oppenheimer  & 
Co.  retail  analyst  Robert  A.  Jordan 
agrees:  "Apparel  sales  were  very  dis- 
appointing until  October  and  then 
strengthened.  By  early  spring  there 
should  be  a  good  pickup;  a  year  will 
have  passed  since  the  consumer  cut 
expenditures  in  that  area  and  he  real- 
izes that  he  has  little  spring  apparel." 

U.S.  food  peddlers  should  have  had 
a  super  Bicentennial:  Inflation  was 
slackening,  and  food  prices  actually 
declined  for  the  first  time  in  five  years. 


Instead,  many  of  the  supermarket 
chains  did  badly.  Earnings  were  off  by 
some  20%  for  industry  leader  Safeway 
($10-billion  sales).  Lucky  Stores,  hit 
by  price  wars  in  both  California  and 
San  Antonio,  suffered  its  second  earn- 
ings decline  in  14  years. 

Because  such  wounds  are  self-in- 
flicted, it  was  hard  to  tell  when  things 
would  improve.  "It  [the  price  war] 
has  all  but  ended  in  Chicago,"  reports 
Fisher  Foods  Chairman  Carl  Fazio, 
"but  it's  still  going  on  in  Los  Angeles. 
It  had  better  end  soon,  or  a  lot  of 
companies  will  be  in  trouble.  No  one 
has  gained  much  market  share,  but 
so  far  no  one  wants  to  chicken  out." 

One  chain  happy  to  be  an  onlooker 
at  the  brawl  was  A&P,  now  run  by 
new  boss  Jonathan  Scott.  A&P  knows 
about  price  wars:  It  nearly  wrecked 
itself  and  the  industry  in  1972  with 
its  clumsy  price-slashing  campaign. 
This  time  it  concentrated  on  closing 
1,450  marginal  stores  and  opening 
120  large  new  ones.  The  results  in- 
cluded a  20%  sales  gain   (35%  per 


Food  Wholesaling:  Where  The  Growth  Is 


It  hasn't  been  supermarket  chains 
like  Safeway  and  Kroger  and  A&P  and 
Winn-Dixie  that  have  shown  the  best 
sales  and  earnings  gains  in  recent 
years,  but  the  food  wholesalers,  par- 
ticularly those  serving  a  group  of  in- 
dependently owned  supermarkets. 

Such  wholesalers— like  Super  Valu, 
Malone  &  Hyde,  Fleming,  Scrivner 
and  Wetterau— have  shown  average 
annual  sales  gains  of  nearly  15%  in  the 
last  five  years,  to  some  $24  billion  in 
1975  (the  last  year  for  which  figures 
are  available),  according  to  Dick  Dal- 
ton,  Wetterau's  vice  president-finan- 
cial relations.  Add  $14  billion  for  co- 
operatively owned  wholesalers,  grow- 
ing at  a  12.5%  clip,  and  $10  billion 
for  independent  grocery  wholesalers, 
and  the  grand  total  of  wholesale  gro- 
cery volume  is  close  to  $50  billion. 
The  retail  food  stores  these  whole- 
salers serve  had  sales  of  over  $70  bil- 
lion in  1975,  slightly  higher  than  the 


food  chains'  $67  billion. 

The  affiliated  independent  grocer 
looks  to  his  wholesaler,  whether  prof- 
it-making or  co-op,  for  economies  of 
scale,  for  warehousing,  for  joint  pro- 
motion and  advertising,  for  bookkeep- 
ing and  for  help  in  financing.  For  this 
he  pays  a  fee;  but  he  continues  to 
own  and  manage  his  own  store. 

Now  the  big  wholesalers  have 
added  another  string  to  their  bow. 
"In  recent  years  they  have  also  been 
warehousing  for  supermarket  chains 
that  want  to  put  their  limited  capital 
into  stores,  so  they  are  turning  to  the 
wholesalers,"  says  Chairman  Jack  J. 
Crocker  of  Minnesota-based,  $1.8-bil- 
lion-revenues  Super  Valu.  For  some 
of  the  largest  wholesalers  this  has  not 
only  provided  over  10%  more  volume, 
but  has  also  enabled  them  to  trim 
their  fees  to  their  own  affiliates— who 
already  enjoy  higher  pretax  margins 
than  the  supermarket  chains,  in  part 


store)  and,  partly  because  of  its  east- 
ern location  away  from  the  price  wars' 
in  the  West,  an  improvement  in  prof- 
itability from  abysmal  to  merely  low. 

But  can  A&P  ever  make  a  decent 
profit?  Only  time  will  tell  whether 
doubling  its  share  of  the  Chicago  mar- 
ket, to  about  7%,  was  a  smart  move. 
It  did  so  by  buying  54  Chicago  stored 
from  National  Tea's  Canadian  owners* 
who  were  forced  by  growing  losses  tq 
sell  out. 

It  is  even  worth  querying  the  long- 
term  profitability  of  the  industry  prof] 
it  leader,  Jacksonville-based  Winna 
Dixie.  True,  it  had  record  earnings 
again  last  year,  and  it  also  absorbed 
Kimbell's,  a  $360-million  Texas  food 
chain.  But  the  well-publicized  growtH 
of  the  Sunbelt,  where  all  of  Winn- 
Dixie's  stores  are  located,  guarantees 
that  new  competition  will  appear;  ill 
has  already  happened  among  the  de^ 
partment  stores  (Forbes,  Nov.  15)1 
So  far,  Dallas-based  Southland  CorpJ  | 
still  seems  to  lack  any  effective  corn 
petition  for  its  5,861  7-Eleven  con 


because  they  have  virtually  no  wan 
housing  overhead. 

Wholesalers  like  Malone  &  HydJ 
and  Super  Valu  have  also  expanded 
into  meat  distribution,  where  they  hni 
previously  been  mere  order-takers  fq 
the  meatpackers.  But  the  packers'  dd 
sire  to  get  out  of  warehousing  aiu 
transportation,  plus  the  trend  towan 
precut,  boxed  meats,  made  it  feasibl 
for  the  wholesalers  to  move  in. 

And  the  future?  Says  J.R.  Hyde  II 
of  Malone  &  Hyde,  which  ranks  nea 
the  top  on  Forbes'  growth  and  pro! 
itability  Yardsticks  for  the  industr 
"Today  the  independent  druggist 
where  the  independent  grocer  was  i 
the  mid-1940s.  The  drug  chains  ha\] 
been  taking  away  much  of  the  growtj 
In  order  to  survive  and  prosper,  9 
independent  druggist  is  beginna 
to  turn  to  the  voluntary  wholesale 
That  is  presenting  us  with  an  exfi 
new  growth  dimension." 
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"...while  an  insurance  policy 
is  a  legal  contract  that  ex- 
presses our  minimum  re- 
sponsibility, there  are  many 
occasions  when  equity  de- 
mands that  we  recognize  a 
moral  obligation  beyond  the 
strictly  legal  terms  — and  this 
is  always  a  consideration  in 
our  settlements" 

HEN  DON  CHUBB 
■  (1874-1960) 


Our  insurance  policy. 


CHUBB 


Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


DISTRIBUTION— WHOLESALERS:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


AGRICULTURAL  COMMODITIES. 


------   •  — .  ~.   ...uniM,  Mii,ui«uuiia  Ull  p 

tt  Three-year  growth.      P-D  Profit  to  deficit. 
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a  39.       t  Four-year  avenge. 
D-P  Deficit  to  profit;  not  ranked. 


tt  Three-year  average.      t  Four-year  growth, 
def  Deficit.      **  Not  available;  not  ranked. 
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This  announcement  is 


not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


nJEW  ISSUE  December  9, 1976 

$125,000,000 

City  Investing  Company 

125,000  Units 

CONSISTING  OF 

$125,000,000  9%  Sinking  Fund  Debentures  Due  1996 

WITH 

1,500,000  Shares  of  Common  Stock 


Offered  in  Units,  each  consisting  of  one  Debenture  in  the  principal  amount 
of  $1,000  and  12  shares  of  Common  Stock,  par  value  $1.25  per  share.  The 
Debentures  and  Common  Stock  will  not  be  separately  transferable  prior  to 
January  15, 1977,  or  such  earlier  date  as  may  be  determined  by  City  Invest- 
ing Company  with  the  consent  of  the  Representatives  of  the  Underwriters. 


Price  $1,000 

Plus  accrued  interest  on  the  Debentures  from  date  of  delivery. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co.  Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

{ache  Halsey  Stuart  Inc.         Donaldson,  Lufkin  &  Jenrette         Drexel  Burn  ham  &  Co. 

Securities  Corporation  Incorporated 

old  man,  Sachs  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

!.  E  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Lehman  Brothers 

Incorporated  Incorporated 

<oeb,  Rhoades  &  Co.       Reynolds  Securities  Inc.       Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

fertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

•ear,  Stearns  &  Co.         Shearson  Hayden  Stone  Inc.         Warburg  Paribas  Becker  Inc. 


vt  mm  nee  stores.  As  a  result,  last  year 
it  showed  a  15%  earnings  gain  on 
20%  higher  sales,  now  over  $2  billion. 

Most  specialty  retailers  with  good 
records  kept  them  so  last  year.  North 
Carolina's  Lowe's  Cos.,  the  No.  Two 
home-building-material  chain  (after 
VVickes),  beneflted  from  the  consum- 
er's do-it-yourself  urge  and  also 
caught  the  contractor  on  the  rebound. 
The  result  was  record  sales  and  earn- 


ings. Avon  Products  did  well  by  add- 
ing 8%  more  saleswomen  and  broad- 
ening its  toiletries  and  cosmetics  line. 
So  did  Tandy  Corp.,  by  opening  600 
new  Radio  Shack  units  worldwide  and 
pushing  citizens  band  radio  '  hard. 
However,  the  question  for  both  is, 
What  can  they  do  for  an  encore? 

One  good  answer  to  that  question 
came  from  Melville  Corp.  President 
Francis  C.  Rooney  Jr.,  who  has  a  right 


to  an  opinion:  His  eight  specialty 
chains  in  shoes,  apparel  and  beauty 
aids  lifted  earnings  some  30%  last  year 
on  $1.2  billion  sales.  "Some  retailers 
were  standing  around  complaining 
and  giving  excuses  about  the  weath- 
er," says  Rooney.  "The  consumers'  dol- 
lars won't  come  easily,  but  if  you  go 
after  them  aggressively,  youll  get 
them.  I  expect  that  to  be  true  next 
year,  and  the  year  after  as  well."  ■ 
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14 

def 

0.5 

def 

14 

def 

def 

-1.2 

14 

P-D 

12 

Medians 

9.2 

11.4 

0.5 

7.7 

7.2 

0.9 

10.9 

1.9 

REGIONAL  CHAINS. 

BI-LO 

30.4% 

1 

28.1o/0 

0.1 

26.2% 

1 

27.7% 

1.8% 

30.5o/0 

1 

31.7% 

1 

Niagara  Frontier  Svc 

23.9 

2 

27.0 

0.2 

22.8 

2 

21.0 

2.2 

24.4 

6 

25.6 

2 

Dillon  Companies 

23.7 

3 

24.8 

0.2 

20.5 

4 

18.6 

1.9 

28.5 

2 

22.4 

; 

Albertson's 

20.8 

4 

17.6 

0.4 

13.2 

5 

15.1 

1.2 

18.1 

8 

17.4 

4 

Fisher  Foods 

20.5 

5 

16.2 

1.2 

8.8 

9 

10.8 

0.9 

24.5 

5 

15.8 

7 

Weis  Markets 

19.4 

6 

20.3 

0.0 

20.3 

3 

19.4 

4.5 

11.7 

13 

11.3 

10 

Circle  K 

17.2 

7 

16.3 

0.3 

12.4 

6 

13.8 

2.1 

27.1 

3 

17.0 

5 

Hannaford  Brothers 

16.0 

8 

18.4 

0.5 

13.9 

7 

11.8 

1.0 

15.8 

10 

16.1 

6 

Fred  Meyer 

15.1 

9 

16.3 

0.5 

11.2 

8 

10.9 

1.8 

17.7 

9 

13.2 

8 

Giant  Food 

13.8 

10 

13.6 

0.4 

9.9 

12 

9.9 

1.2 

11.5 

15 

8.6 

12 

Colonial  Stores 

13.1 

11 

12.7 

0.3 

10.2 

11 

10.4 

1.2 

7.8 

21 

7.7 

14 

Waldbaum 

129 

12 

14.1 

0.2 

11.9 

10 

10.6 

0.9 

14.6 

12 

10.7 

11 

Marsh  Supermarkets 

12.6 

13 

17.9 

0.6 

13.0 

13 

9.7 

1.1 

11.6 

14 

7.7 

13 

Munford 

12.5 

14 

12.3 

0.8 

7.6 

14 

8.4 

1.4 

15.6 

11 

11.5 

9 

Cullum  Companies 

9.9 

15 

14.9 

0.8 

9.0 

16 

7.3 

0.8 

26.9 

4 

6.1 

16 

Alterman  Foods 

9.6 

16 

5.7 

0.5 

4.7 

15 

7.9 

0.5 

10.9 

16 

-0.3 

18 

1 

J  Weingarten 

9.1 

17 

13.5 

0.6 

10.5 

17 

7.0 

0.9 

9.6 

17 

0.0 

17 

Pneumo  Corp 

7.1 

18 

18.3 

0.4 

13.5 

18 

6.3 

1.7 

18.9 

7 

6.7 

15 

Borman's 

4.5 

19 

9.4 

0.4 

7.3 

21 

3.9 

0.4 

5.4 

22 

-9.0 

19 

Ruddick 

3.9 

20 

11.5 

0.5 

8.6 

19 

4.9 

1.5 

8.5 

19 

-10.1 

20 

1 

Shop  Rite  Foods 

3.5 

21 

def 

0.2 

2.5 

20 

4.6 

0.2 

4.2 

23 

-15.5 

21 

Foodarama  Supermkts 

0.7 

22 

93 

0.2 

8.0 

22 

1.7 

0.5 

1.2* 

26 

DP 

Shopwell 

0.2 

23 

2.2 

0.6 

2.7 

23 

1.7 

0.2 

7.8 

20 

-54.7 

22 

Pueblo  International 

def 

24 

def 

0.7 

def 

24 

0.3 

def 

9.6 

18 

P-D 

23 

First  Natl  Stores 

def 

25 

1.0 

0.0 

1.1 

25 

def 

0.1 

3.9 

24 

D-D 

26 

Thriftimart 

def 

26 

def 

0.3 

def 

26 

def 

def 

2.1 

25 

P-D 

23 

Arden-Mayfair 

def 

27 

def 

1.7 

def 

27 

def 

def 

-0.6 

27 

P-D 

23 

Medians 

12.5 

13.6 

0.4 

9.9 

8.4 

1.0 

11.6 

7.7 

Industry  Medians 

9.9 

12.8 

04 

9.0 

7.7 

0.9 

11.1 

7.2 

All-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

1* 

Note:  Explanation  of  Yardstick  calculations  on  page  39      t  Four-year  growth.  P-D  Profit  to  deficit.      D-D  Deficit  to  deficit.     D-P  Deficit  to  profit;  not  ranked.  def 
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Energy  Report 
from  Panhandle 

Eastern. 

More  natural  gas  this  winter 
for  the  Midwest. 


|w  underwater  pipeline  was  laid  in  the  Gulf  of  Mexico  to  attach  new 
itural  gas  production  from  producing  platform  for  Panhandle  Eastern 
Btomers. 


Projects  which  we  began  as  long 
ago  as  1970  are  paying  off  this 
winter.  We  are  now  delivering 
more  natural  gas  to  our  utility 
customers  and  consumers  in 
Michigan,  Ohio,  Illinois,  Indiana 
and  Missouri  than  we  did  a  year 
ago. 

The  general  shortage  of  natural 
gas  in  the  United  States  is  far  from 
ended;  make  no  mistake  about 
that.  But  Panhandle  Eastern  has 
put  the  brakes  on  the  decline 
affecting  the  volume  of  gas  we 
can  deliver  to  our  customers.  This 
improvement  results  from  success 
in  mobilizing  our  resources  to 
find,  develop  and  acguire  new 
gas  production  in  the  Gulf  of 
Mexico  and  in  the  Rocky  Moun- 
tain area.  These  are  the  two  most 
promising  gas  supply  regions 
in  the  48  contiguous  states. 

Overall,  we  have  invested 
nearly  three-quarters  of  a  billion 
dollars  in  gas  supply  projects  in 
the  last  six  years.  And  we're 
looking  forward  to  improved 
supply  levels  for  the  next  few 
years. 

But  these  accomplishments  are 
just  the  beginning,  because  a 
strong  America  needs  a  strong 
long-term  energy  supply  coupled 
with  continuing  conservation 
So  we  are  continuing  to  invest 
large  sums  annually  in  domestic 
exploration.  We  are  also  working 
hard  to  obtain  supplemental 
supplies  from  imported  liquefied 
natural  gas,  coal  gasification, 
and  gas  transported  from  Alaska 
for  our  customers  as  soon  as 
possible. 

As  a  diversified  energy 
company  engaged  in  gas  and 
oil  exploration  and  production, 
natural  gas  transmission,  and 
coal  mining,  Panhandle  Eastern 
is  committed  to  developing  new 
supplies  of  energy  and  to  their 
efficient  use.  At  your  request, 
Panhandle  Eastern  will  send 
its  1976  Annual  Report  when 
published  in  mid-March.  Please 
write  Corporate  Communications, 
P.O.  Box  1642,  Houston,  Texas  77001 

Panhandle 

PIPE  LINE  COMPANY 

P.O.  Box  1642,  Houston,  TX  77001 


Eastern 


etals 


In  a  year  of  setbacks  and  surprises, 

nothing  surprised  the  steelmakers  more  than  being 

cast  once  again  as  Washington's  favorite  whipping  boy. 


"My  center  is  giving  way,  my  riglit 
retreats,  situation  excellent.  I  am 
attacking."  —Marshal  Foch, 

Battle  of  the  Marne,  July  1918. 
All  autumn  long  the  steel  pro- 
ducers had  faced  shrinking  orders  and 
mounting  imports.  They  had  banked 
their  blast  furnaces  and  furloughed 
employees  by  the  thousands.  Right 
into  November,  top  brass  from  U.S. 
Steel  toured  the  country  insisting  that 
a  price  increase  wasn't  in  the  cards. 


Then,  on  Thanksgiving  Eve,  up 
popped  National  Steel  Chairman 
George  Stinson,  a  man  better  known 
for  folksy  humor  than  for  heroics. 
Boldly,  Stinson  announced  a  6%  in- 
crease in  flat-rolled  steel  prices,  effec- 
tive within  the  week. 

Even  Johnny  Carson  joked  about  it. 
"I  hear  steel  prices  are  going  up.  Do 
you  know  why?"  Carson  deadpanned 
on  his  late-night  TV  monolog  from 
Buibank,  Calif.  "A  lack  of  demand." 


METALS— STEEL:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Company 


5-Year 
Average 


5-Year  Latest 
Rank     12  Months 


Debt/ 
Equity 
Ratio 


Latest  5-Year 
12  Months  Rank 


5-Year 
Average 


Net 
Profit 
Margin 


5-Year 
Average 


5-Year 
Rank 


5-Year 
Average 


5-Year 
Rank 


BASIC  PRODUCERS. 

Lykes 
LTV 

Kaiser  Steel 
Inland  Steel 
Armco  Steel 

United  States  Steel 
Bethlehem  Steel 
National  Steel 
Republic  Steel 


13.5% 

12.3 

12.0 

11.1 

10.8 


8.8% 

7.0 

6.8 

9.4 

8.2 


0.7 
2.3 
0.3 
0.5 
0.4 


4.6% 

4.7 

5.4 

6.8 

5.9 


5.7% 

5.8 

8.0 

8.1 

7.4 


2.7% 

0.6 

4.4 

4.0 

3.5 


9-6% 
6.5 

17.9tt 

12.2 

13.1 


40.7% 
DP 
14.7 
10.3 
11.2 


10.3 
9.8 
9.0 
7.8 


9.1 
7.8 
7.0 
5.1 


0.3 
0.3 
0.4 
0.3 


7.2 
6.1 
5.2 
4.3 


8.0 
7.8 
6.8 

6.2 


5.2 
3.9 
3.1 
2.7 


10.7 
9.8 
13.3 
10.1 


17.5 
11.3 
5.5 
9.9 


Medians  10.8 


7.8 


0.4 


5.4 


7.4 


3.5 


10.7 


1L3 


SPECIALTY  &  OTHER  STEELS— 

NVF  23.4% 

Athlone  Industries  23.1 

Crane  20.9 

Copperweld  18.7 

Colt  Industries  16.6 

Northwestern  Steel  16.4 


9-4% 
21.4 
21.9 
16.3 
17.3 

9.6 


0.7 
1.5 
0.9 
0.1 
0.6 
0.0 


8.5% 
10.1 
11.8 
13.9 
10.1 

9.4 


4 

9 
6 
2 
10 
1 


12.9% 
10.0 
11.4 
14.8 
9.9 
15.8 


3.3% 

4.7 

5.0 

6.2 

5.0 

6.7 


9.4% 
13.8 
12.7 
13.6 

8.1 
12.8 


13 
3 
7 
4 

16 
6 


38.4% 
39.2 
37.1 
27.1 
28.8 
9.0 


2 
1 
3 
5 
4 

12 


Central  Steel  &  Wire 
Carpenter  Technology 
Interlake 
Hanna  Mining 
Allegheny  Ludlum  Inds 

Lukens  Steel 
Keystone  Consolidated 
Wheeling-Pitts  Steel 
McLouth  Steel 
Cyclops 


14.4 
13.4 

12.3 
11.6 
10.7 


7 
8 
9 
10 
11 


15.1 
13.6 
14.2 
17.4 
2.4 


0.1 
0.1 
0.3 
0.1 
0.4 


14.6 
12.1 
12.0 
15.8 
3.4 


3 
5 
8 
7 

12 


13.5 
11.5 
10.1 
10.5 
7.4 


3.7 
7.0 
5.7 
14.3 
1.3 


15.3 
9.0 

12.5 
9.0 

10.6 


2 
14 

8 
15 
10 


24.9 
8.4 

20.7 
4.9 

11.5 


7 
13 

8 
14 
11 


9.6 
7.7 
7.0 
6.9 
6.6 

Medians  12.9 


12 
13 
14 
15 
16 


9.2 
5.5 
2.1 
4.6 
8.9 


0.1 
0.5 
0.4 
0.3 
0.3 


7.9 
4.9 
2.9 
4.0 
6.5 


11 
13 
14 
15 
16 


8.1 
6.0 
5.6 
5.3 
4.8 


4.1 
1.9 
1.0 
1.7 
2.1 


10.0 
9.9 
11.8 
13.1 
16.2 


11 

12 
9 
5 
1 


12.9 
15.7 
26.9 
DP 
3.5 


11.6 


0.3 


9.8 


10.1 


4.4 


12.2 


20.7 


Industry  Medians  11.6 


9.1 


0.3 


6.8 


8.0 


3.9 


11.8 


14.7 


12.9 


0.4 


9.8 


9.1 


All-Industry  Medians  12.7 

Note:  Explanation  of  Yardstick  calculations  on  page  39.       tf  Three-year  growth.       D  P  Deficit  to  profit;  not  ranked. 


4.6 


11.8 


9.4 


i 

- 
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Ridicule  from  Burbank.  Outrage  in 
'ashington.  Concern  in  Plains,  Ga. 
'ithin  days  steel  was  back  in  its 
miliar  role  as  everyone's  favorite 
hipping  boy.  Other  industries,  in- 
uding  aluminum,  also  pushed 
rough  price  increases,  eager  to 
mp  the  gun  in  case  price  controls 
er  became  a  reality.  But  it  was 
?el  that  collected  the  blame. 
Heaven  knows  the  steel  producers 
ten  deserve  criticism  for  lumbering 
rough  the  political  thickets  like 
ortsighted  rhinos.  But  this  time  it 
is  the  critics  who  had  blinkers  on. 
The  metals  industry— contrary  to 
bat  politicians  and  comedians  say— 
anything  but  monolithic.  When  one 
ctor  is  down,  another  can  be  boom- 
er. For  example,  last  November, 
iiile  steel  and  aluminum  prices  were 
ing,  copper  was  falling,  down  5 
nts,  to  65  cents  a  pound.  At  the 
me  time,  zinc  had  dropped  back  to 
cents,  after  briefly  reaching  40 
nts  in  August,  while  lead  was  at  a 
cord  high  of  26  cents  a  pound,  up 
)m  19  cents  a  year  earlier. 
Nothing  better  illustrated  how 
igmented  the  metals  market  is  than 
;el  itself.  Look  at  earnings:  At 
•76's  nine-month  mark,  profits  were 


/en  peppery  John  Quarles,  No. 
vo  man  at  the  U.S.  Environmental 
otection  Agency  and  its  specialist  in 
forcement,  is  starting  to  admit 
at  the  steel  industry  has  a  problem 
len  it  comes  to  financing  pollution 
ntrols. 

Only  a  year  ago,  Quarles,  41,  a 
spectacled  Boston  lawyer  turned 
ireaucrat,  was  bitterly  attacking 
S.  Steel  for  being  "recalcitrant"  and 
3cond  to  none"  when  it  came  to 
laying  the  EPA's  efforts  to  clean  up 
e  environment. 

Since  then,  U.S.  Steel  has  become 
ticeably  more  amenable  to  fixing 
i  its  plants,  and  last  October  agreed 
spend  $600  million  by  the  late 
80s  lowering  air  pollution  at  its 
issive  Clairton  coke  works  near 
ttsburgh. 

For  its  part,  the  EPA  also  appears 
jre  willing  to  listen  to  steel's  trou- 
ps.  Last  month,  for  instance,  Quarles 
mitted  to  Forbes  that  steel  pro- 
bers "face  a  real  dilemma"  over  fi- 
Inces  when  the  EPA  insists  they  "in- 
ill  spanking-new  pollution-control 
uipment  on  tottering  old  produc- 
>n  facilities." 

By  their  own  estimates,  the  steel 
aducers  need  to  spend  about  $3.6 
lion  a  year  over  the  next  decade 
;t  to  keep  production  facihties  in 
e  with  expected  demand.  On  top 


up  a  fat  62%  at  National  Steel,  35%  at 
Jones  &  Laughlin,  14%  at  Inland  Steel. 
In  sharp  contrast,  U.S.  Steel's  profits 
had  fallen  22%  and  Bethlehem  Steel's 
were  off  23%.  Why?  The  two  giants 
produce  proportionately  more  plate, 
tubular  goods  and  heavier  weight 
steels  than  they  do  flat-rolled  prod- 
ucts. National  Steel,  on  the  other 
hand,  fills  almost  75%  of  its  order 
book  with  flat-rolled  for  autos,  appli- 
ances and  the  like.  Last  year  demand 
for  steel  for  capital  goods  was  slack. 
For  flat-rolled,  it  was  brisk. 

Up  And  Down 

Such  differences  even  show  up 
within  a  single  firm.  Take  Armco 
Steel,  the  fifth-largest  producer,  whose 
nine  months'  earnings  were  off  9%.  Its 
Houston  plant  is  big  in  plate  and 
heavy  tubular  steel  goods  for  oil  and 
petrochemicals  producers;  most  of 
last  year  it  operated  at  barely  50%  of 
capacity.  Yet  Armco's  main  Middle- 
town,  Ohio  plant,  which  supplies  De- 
troit, frequently  ran  at  90%  or  better. 

So  National  Steel's  Stinson  wasn't 
playing  the  foolish  hero  at  all.  In  fact, 
he  was  less  worried  about  Washing- 
ton's reaction  than  about  mending  his 
political  fences  in  the  steel  industry. 


of  that,  however,  they  believe  they 
may  be  told  to  spend  a  further  $1.4 
billion  annually  on  pollution  controls. 
"Every  time  you  put  in  a  pollution 
installation,"  says  Bethlehem  Steel 
Chairman  Lewis  Foy,  "you  put  up 
your  operating  costs  10%  to  15%  over 


Quarles  of  EPA 


As  the  story  is  told  at  steel-country 
watering  holes,  National  Steel  an- 
gered other  steel  firms  last  summer 
by  refusing  to  go  along  with  a  price 
increase  then.  Just  why  isn't  clear, 
and  Stinson  isn't  saying.  The  popular 
theory  is  that  Chrysler  offered  Na- 
tional Steel  a  plum  order  in  return 
for  keeping  prices  low.  But  true  or 
not,  the  story  circulated,  and  with  it 
vanished  any  hopes  of  higher  prices. 
"National  Steel  had  to  lead  off  this 
time,"  explains  a  knowledgeable  com- 
petitor. "If  it  hadn't,  we  would  never 
have  believed  this  increase  would 
stick." 

Some  daring  steelmen  even  cited 
Washington's  own  formulas  from  the 
days  of  price  controls  to  show  that 
while  prices  for  flat-rolled  steel  were 
up  12%  since  mid- 1974,  their  costs 
had  risen  27%.  They  not  only  refused 
to  roll  back  prices,  they  even  hinted 
prices  might  go  up  again  early  in 
1977  if,  as  many  expect,  demand  re- 
mains strong. 

Steelmen  are  convinced  that  de- 
mand will  remain  strong.  "Frankly," 
says  Bethlehem  Steel  Chairman  Lewis 
Foy,  "I'm  quite  optimistic  about 
the  future."  With  steel  shipments  up 
11%  or  so  in  1976  to  around  90  mil- 

Plants!  — 

the  life  of  the  facility." 

Such  spending  is  tough  to  take 
when,  as  the  Yardsticks  show,  the  ba- 
sic steel  producers  currently  are  earn- 
ing only  3.5  cents  on  the  sales  dollar. 
"It's  getting  very  difficult,"  says  one 
knowledgeable  steelman,  "to  con- 
vince our  outside  directors  that  any- 
thing but  defensive,  government-or- 
dered expenditures  will  be  warranted 
for  steel." 

This  summer  steel  faces  a  critical 
test.  By  July  1  it  must  remove  95% 
of  the  pollutants  from  its  air  and  wa- 
ter, vs.  90%  today.  By  1983  that  fig- 
ure must  be  at  98%.  Most  steelmen 
say  cutting  pollution  to  that  level  is 
wastefully  expensive,  and  they  expect 
to  challenge  the  deadlines  in  court. 

Will  Washington  extend  the  dead- 
lines as  it  did  in  the  mid-Seventies 
when  the  auto  industry  had  troubles 
getting  exhaust  emissions  under  con- 
trol? John  Quarles  cannot  say,  be- 
cause he  will  retire  from  the  EPA 
this  month  when  the  Carter  Adminis- 
tration comes  to  power.  But  reflect- 
ing the  warmer  atmosphere  now  pre- 
vailing between  steel  and  the  EPA, 
Quarles  says,  "You  learn  in  govern- 
ment that  when  there's  a  problem, 
each  side  usually  has  something  valid 
to  say."  As  little  as  a  year  ago  such  a 
concihatory  statement  would  have 
been  inconceivable. 


lo  Wonder  They  Don't  Want  To  Build  New 
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lion  Ions,  Koy  expects  another  strong 
advance  in  1977— "maybe  even  to  103 
million  tons  if  everything  catches  on 
fire"— and  again  in  1978. 

Foy's  reasoning  is  both  simple  and 
sound.  "The  longer  the  delay  in  capi- 
tal goods  spending,"  says  Foy,  "the 
longer  the  period  of  economic  catch- 
up. Plants  are  wearing  out,  the  econ- 
omy is  expanding  and  people's  earn- 
ing power  is  growing." 

As  the  Yardsticks  show,  the  metals 
industry  is  sorely  in  need  of  better 
times.  Out  of  30  industries,  steel  ranks 
20th  in  profitability,  the  nonferrous 
group  25th.  In  the  latest  12  months 
the  median  return  on  equity  for  the 
aluminum  producers  was  a  poor  7.3%, 
for  the  basic  steelmakers  only  7.8%. 

"I  cannot  recall  any  other  time," 
says  Armco  Steel  Vice  President  Gor- 
don Hughes,  "when  things  were  so 
disoriented."  Hughes  was  talking  spe- 
(ifically  of  steel,  but  his  remarks 
w  i  re  equally  true  of  the  other  metals. 

After  a  slow  start  in  1976,  orders 
mounted  rapidly.  Steel  during  the 
second  quarter  was  at  90%  of  capac- 
ity, aluminum  at  83%.  In  four  months 


U.S.  copper  puces  rose  1  L%,  to  70 
cents  a  pound,  and  there  was  talk  of 
80-cent,  even  $l-a-pound  copper  by 
the  year's  end.  In  July  The  New  York 
Times  predicted  steel  shortages  un- 
der the  headline  "Metals  a  Leader  in 
the  Economic  Comeback." 

Blasted  Hopes 

But  the  economy  was  already  re- 
treating, leaving  the  metalsmen  with 
a  load  of  misplaced  optimism.  U.S. 
Steel  President  David  Roderick  likes 
to  pinpoint  three  areas  where  he 
and  other  industry  experts  went 
wrong:  They  underestimated  the  size 
of  inventories  held  by  industry;  they 
overestimated  the  need  for  new  plants 
and  for  new  construction  in  indus- 
trial parks  and  city  centers;  and  they 
never  reckoned  the  Government  would 
keep  cutting  its  spending,  particular 
ly  for  bridges  and  road-building. 

For  all  steels,  a  poor  year  was  made 
worse  by  a  further  increase  in  im- 
ports, up  30%  in  nine  months.  Wash- 
ington did  impose  quotas  on  specialty 
steels  in  June,  but  Japanese  imports 
are  still  high.  "At  least  the  subject  of 


tariffs  and  subsidies  is  squarely  on  til 
table    now,"    says    President    W.  I 
Knoell  of  Cyclops  Corp.,  which  agafl 
ranks  last  on  the  Yardsticks,  returnijB 
only  7%  on  equity.  For  its  part,  <  1 
versified  Athlone  Industries  managlB 
to  offset  troubles  in  stainless  plate  ai 
still  return  21%  on  equity  by  doii 
well  in  alloys,  fasteners,  sportswj 
and  Little  League  baseballs. 

Remember  how,  a  year  or  so  aj 
copper  stocks  swept  back  into  vog 
as  takeover  targets?  The  idea  vt 
that  minerals  in  the  ground  woi 
increase  in  value  as  the  economy  to 
off.  But  it  didn't  happen  last  ye 
For  one  thing,  not  enough  copp 
stayed  in  the  ground.  With  mines 
Africa  and  South  America  operati 
close  to  capacity  to  improve  forei 
exchange  earnings,  the  world  \m 
awash  in  copper.  Currently  close 
2  million  tons  of  excess  refined  cq 
per  is  sitting  in  warehouses.  Try 
they  might,  U.S.  producers  couldi 
maintain  a  12-cent  spread  betwe 
their  own  prices  and  the  London  M< 
al  Exchange  price.  In  Novembj 
with  Asarco  leading  the  way,  they  q 


nigerians 


SCOA 


SCOA  iMCIUUA  LTD.  is  seeking  applications  from  Nigerian  Executives  interested  in 
working  in  their  home  country. 

It  is  one  of  the  major  Companies  operating  in  Nigeria  ( turnover  more  over  200  millions  Naira) 
and  has  2500  employees. 

Its  main  operations  are  as  follows: 

•  distribution  and  servicing  of  motor  vehicles:  Peugeot  &  Ley/and: 

•  assembly  plant:  Peugeot  &  Leyland, 

•  Fiat-Allis  range  of  earthmoving,  agricultural  and  allied  machinery. 

Management  positions  are  available,  after  a  training  period,  for  NIGER/ AN  EXECUTIVES 
having  university  degrees  and/ or  experience  in  the  following  fields: 


SALES  and  MARKETING 
BUSINESS  and  ACCOUNTANCY 
PERSONNEL  ADMINISTRATION 
GARAGE  MANAGEMENT 


MECHANICAL  ENGINEERING 
AUTOMOBILE  ENGINEERING 
WORKSHOP  and  MAINTENANCE 
SPARE  PARTS  CONTROL 


Information  concerning  the  positions  will  be  communicated  upon  receipt  of  hand-written  appli- 
cations giving  full  details  of  university  education  and  professional  experience. 

Interviews  will  he  arranged  in  the  coming  weeks  near  your  present  location  with  EU REQUIP 
Consultants. 

Write  quoting  reference    U-10.331-F  to 


EUREQUIP 


B  P.  30  -  92420  Vaucresson  -  France 


156 


FORBES,  JANUARY  1,  19; 


NOW  A  FAMOUS 
LAST  NAME 
IS  ALSO  A  FAMOUS 


FIRST  NAME 


l«'00is606<X 


Pullman  Standard 

Divisronol  Pullman  incorporated 
200  South  Michigan  Avenue 
Chicago.  Ilinois  60604 


o^V 


Each  of  our  operating  divisions 
has  been  functioning  under  its 
own  banner  since  its 
acquisition  or  formation  by 
Pullman  Incorporated. 

In  fact,  each  division  is  a 
sizeable  business  in  its  own 
right.  Three  of  them  are  large 
enough  for  the  FORTUNE  500 
list  by  themselves. 

Successful  and  independent, 
they  are  well  known  for  their 
activities  in  their  industries.  But 
they  deserve  to  be  better 
known  for  their  intercon- 


nection within  Pullman. 
Not  just  from  the  standpoint 
of  simplifying  communication, 
but  also  to  maximize  our 
collective  financial, 
productive,  and  human 
resources. 

A  lot  of  people  still  think  our 
present  global  enterprise  is 
only  in  sleeping  cars. 

This  may  change  their  thinking. 

Pullman  Incorporated 

200  South  Michigan  Avenue 

Chicago,  Illinois  60604 


Pullman  Incorporated 


back  to  65  cents  a  pound,  well  below 
the  SO  cents  that  most  sa\  they  need 
to  operate  profitably. 

Among  the  diversified  companies 
there  were  glittering  performances, 
but  also  spots  of  tarnish.  Both  Handy 
&  Harman,  in  precious  metals,  and 
Engelhard  Minerals  &  Chemicals,  in 
base  metals,  prospered  as  fabricators 
or  marketers.  St.  Joe  didn't  have 
enough  lead  to  sell  to  the  recharged 
market  for  batteries,  while  with  the 
tire  strike  it  had  a  surfeit  of  zinc. 
Gulf  Resources  &  Chemical  saw  its 
profitability  cut  in  half,  largely  be- 
cause the  demand  for  its  steam  coal 
turned  soft. 

Aluminum  also  rode  the  roller  coast- 
er in  1976,  but  its  climb  was  longer 
and  its  downslide  shorter  than  steel's. 
Aluminum  shipments  were  ahead  43% 
in  June  and  still  up  30%  by  the  year's 
end.  "We've  come  back  strongly  from 
the  low  production  and  shipment  lev- 
els of  1975  that  hurt  us  so  badly," 


says  Reynolds  Metals  Chairman  David 
P.  Reynolds.  It  was,  however,  largely 
because  Reynolds  cut  back  faster  and 
deeper  that  it  now  ranks  as  the  leader 
in  earnings-per-share  growth.  Cana- 
da's Alcan  now  ranks  a  poor  last,  the 
victim  of  a  bitter  5/2-month  strike  that 
all  but  eliminated  its  1976  profits. 

November's  11%  price  increase  on 
rigid  sheet  for  beverage  containers 
again  simply  underscored  the  strength 
of  a  particular  market.  Last  year 
aluminum  bolstered  its  market  share 
of  soft-drink  cans  from  19%  to  25%, 
and  of  beer  cans  from  57%  to  61%. 

Another  plus  for  the  aluminum  pro- 
ducers is  that  they  .  have  weakened 
the  threat  of  the  Caribbean  bauxite 
cartel.  By  1978  Alcoa  reckons  it  will 
get  half  its  bauxite  needs  from  Aus- 
tralia, Guinea  and  Arkansas.  Only 
four  years  ago,  Alcoa  had  to  rely  on 
the  Caribbean  countries  for  84%  of  its 
alumina  supplies. 

Ahead,  aluminum  should  do  well; 


how  well  depends  largely  on  Detrq 
Between  1967  and  1972,  alumina 
going  into  the  average  car  increasj 
only  four  pounds,  to  76  pounds.  Wil 
this  year's  car  models,  the  averq 
ear  has  close  to  100  pounds  of  alum 
num.  Eagerly  Alcoa,  which  recent 
introduced  an  easy-to-recycle  one-t 
loy  system  for  body  sheet,  now  tall 
of  doubling  that  to  200  pounds 
19S0  and  doubling  it  again  by  198 

To  be  sure,  such  optimism  has  g 
the  metals  producers  into  trouble  h 
tore.  They  still  have  plenty  of  pro 
lems  ahead.  Already  well  laden  wi 
debt,  they  will  need— if  their  for 
easts  are  anywhere  near  right— mo 
money  for  new  plants  and  more  f 
pollution  controls  (see  box,  p.  155 

But  Bethlehem  Steel's  Lewis  Foy 
probably  right  when  he  says,  "V 
are  at  a  watershed.  I  believe  peop 
want  jobs  and  they  want  to  see  t| 
economy  stimulated.'  That  can  on 
be  good  for  the  metals  producers. 


METALS— NONFERROUS:  Yardsticks  of  Management  Performance 


PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/SN 

Company 

5- Year 

5-Year 

Latest 

Equity 

Latest 

5- Year 

5-Year 

Profit 

5-Year 

5- Year 

5- Year 

5-1 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Ri 

Kaiser  Alum  &  Chem 

9.1% 

1 

7.4% 

0.8 

4.9% 

1 

5.7% 

3.3% 

11.2% 

3 

5.3% 

Reynolds  Metals 

8.3 

2 

10.9 

0.9 

6.0 

4 

4.8 

4.3 

11.6 

1 

10.8 

Alcoa 

8.0 

3 

7.1 

0.7 

5.0 

2 

5.6 

4.0 

10.1 

4 

2.4 

Alcan  Aluminium 

6.9 

4 

1.4 

0.7 

2.4 

3 

5.2 

0.9 

11.5 

2 

-2.2 

Medians 

8.2 

7.3 

0.8 

5.0 

5.4 

3.7 

11.4 

1.9 

Cyprus  Mines 

12.4% 

1 

3.5% 

0.3 

4.6% 

1 

13.3% 

3-4% 

13.0% 

1 

4.4% 

General  Cable 

10.8 

2 

8.1 

0.4 

6.6 

3 

8.4 

5.1 

1.8 

6 

0.2 

Phelps  Dodge 

10.2 

3 

5.8 

0.6 

4.7 

2 

8.6 

5.6 

6.8 

2 

0.5 

Kennecott  Copper 

6.7 

4 

1.7 

0.3 

2.3 

4 

6.1 

2.7 

6.0 

3 

-6.6 

Anaconda 

4.0 

5 

0.4 

0.4 

1.0 

5 

3.6 

0.4 

3.8 

5 

OP 

Revere  Copper 

def 

6 

def 

1.5 

def 

6 

def 

def 

5.8 

4 

P-D 

Medians 

8.5 

2.6 

0.4 

3.5 

7.3 

3.1 

5.9 

0.2 

DIVERSIFIED  METALS. 

Gulf  Resources  &  Chem 

30.9% 

1 

15.4% 

0.7 

10.5% 

5 

15.3% 

6.2o/o 

14.6% 

6 

171.6% 

Engelhard  Min  &  Chem 

25.8 

2 

25.1 

0.2 

20.5 

1 

18.9 

2.0 

26.9 

2 

20.9 

Utah  International 

24.0 

3 

28.8 

0.4 

20.6 

4 

15.5 

18.3 

38.9 

1 

26.8 

St  Joe  Minerals 

22.9 

4 

18.2 

0.1 

15.4 

2 

18.4 

8.9 

26.5 

3 

14.8 

Commercial  Metals 

22.3 

5 

5.1 

0.3 

46 

3 

17.6 

0.6 

16.1 

5 

24.6 

Handy  &  Harman 

22.1 

6 

20.4 

0.6 

143 

6 

14.8 

3.2 

123 

9 

21.0 

Texasgulf 

18.2 

7 

11.9 

0.3 

7.6 

7 

12.1 

15.3 

12.7 

8 

10.4 

Inco  Ltd 

16.1 

8 

11.6 

0.3 

7.5 

8 

10.8 

9.0 

12.9 

7 

7.3 

AMAX 

13.9 

9 

10.6 

0.4 

7.2 

10 

9.0 

12.6 

9.9 

11 

9.5 

Newmont  Mining 

13.8 

10 

7.7 

0.4 

6.1 

9 

9.8 

7.9 

21.3 

4 

4.0 

ASARC0 

9.3 

11 

3.6 

0.4 

3.3 

11 

8.5 

2.8 

10.2 

10 

0.0 

Triangle  Industries 

5.9 

12 

def 

0.7 

def 

12 

4.7 

def 

6.4 

12 

-2.1 

Diversified  inds 

def 

13 

def 

1.0 

def 

13 

def 

def 

-2.4 

13 

P-D 

_____ 

Medians 

18.2 

11.6 

0.4 

7.5 

12.1 

6.2 

119 

Industry  Medians 

10.8 

7.4 

0.4 

5.0 

8.6 

3.4 

11.5 

4.9 

All-Industry  Medians 

12.7 

12.9 

0.4 

9.8 

9.1 

4.6 

11.8 

9.4 

Note:  Explanation  of  Yardstick  calculations  on  page  39        P-D  Profit  to  deficit.      D  P  Deficit  to  profit:  not  ranked.       def  Deficit 
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>ver  a  third  of  the  combines  used  by 
ontract  harvesters  in  North  America  are 
! leaner  combines  made  by  Allis-Chalmers. 

"That  says  something  about  their  reliability  and 
utput,  and  a  handful  of  operators  and  combines  can  harvest 
lose  vast  wheat  fields  in  a  matter  of  hours. 

"Gleaner  combines  are  one  of  many  products  AC 
lakes  to  help  feed  a  hungry  world  and  meet  basic  needs  for 
>od,  water,  energy  and  minerals.  Allis-Chalmers  is  growing 
3  the  world  grows  —  and  a  good  company  to  grow  with." 


he  world  needs  more  of  what  Allis-Chalmers  makes. 


For  every  individual,  there  is  a  point 
there  Psychic  Income  becomes  a  stronger 
notivator  than  money. 


True.  Each  person  has  a  "comfort 
el"  of  monetary  income.  It  is  that 
["son's  realization  of  an  acceptable  life- 
e,  when  money  and  security  needs  have 
iically  been  satisfied. 

Psychic  Income  fulfills  the  real 
i  vital  needs  beyond  security.  Beyond  the 
nfort  level.  It  offers  recognition, 
lids  pride.  It  is  income  "of  the  mind!' 

Most  people  simply  do  not  receive 
>ugh  Psychic  Income  from  their  jobs.  As  a 
Lit,  they  don't  perform  at  their  full 


potential.  Work  suffers.  So  do  sales, 
productivity  and  service. 

Maritz  Motivation  offers  a  unique 
way  to  provide  Psychic  Income  to  your 
marketing,  production  and  service  people.  We 
create  professionally  planned  motivation 
programs  with  merchandise  and  travel  rewards. 
Recognition  for  extra  effort.  Pride  in  improved 
performance.  Psychic  Income  continues  to 
motivate  people  to  full  productivity  after 
their  comfort  levels  have  been  achieved. 

Think  about  it. 


MARITZ  MOTIVATION 

St.  Louis  and  other  major  cities. 

st  Trova  Sculpture.Courtesy  The  Pace  Gallery 


S  i  v/ 


mm 


make  the  differeno 
sions^  Ml  »at  s  «n       that  represent 

,inancingorteas.ns  rtresourcesto 
*our  TrECC  has  the  ^"2?  S  ua  on  your 

"SSssas®-""' 

General 
Electric 

Credit 


Industrial  Equipment 


What  kind  of  a  year  will  1977  be?  We'll  have  to  answer  the 
question  with  a  question:  What  will  the  new  administration 
do,  what  will  be  its  posture  toward  business? 


"This  time  last  year  many  capital 
goods  makers  were  strutting  about 
with  the  confidence  of  bantam  roosters 
heading  for  the  hen  house.  Why  not? 
Remarkably,  the  majority  of  these 
sure-bet  recession  victims  had 
emerged  virtually  unscathed  from 
this  century's  second  worst  slump. 
With  the  recovery  underway  and  ex- 
pansion ahead,  how  could  1976  be 
anything  but  a  year  to  puff  one's  chest 
and  ruffle  some  feathers?  "No  impor- 
tant [capital  goods]  category  need 
look  to  poor  prospects,"  said  Ingersoll- 
Rand  Vice  Chairman  David  C.  Gar- 
field late  in  1975,  predicting  that  1976 
capital  spending  would  increase  13%. 

Too  bad  the  capital  goods  makers' 
customers  weren't  so  confident!  Capi- 
tal expenditures  last  year  increased  by 
a  meager  7.5%  in  current  dollars, 
to  some  $121  billion.  In  real  terms, 
that  was  about  even  with  1975,  and 
considerably  below  the   1974  peak. 


Despite  sharply  higher  profits  and  im- 
pressively lower  inflation,  many  busi- 
nessmen last  year  delayed,  even  can- 
celed spending  plans.  Few  doubted 
that  a  capital  spending  boom  was 
coming.  The  question  was:  When? 

A  weakness  of  businessmen  is  that 
they  tend  to  project  the  present  end- 
lessly into  the  future.  Not  surprising- 
ly, therefore,  the  delayed  capital 
spending  boom  spread  gloom  through- 
out the  industry,  causing  many  of  its 
executives  to  predict  another  so-so 
year  in  1977.  Said  Ingersoll-Rand 
Chairman  William  L.  W early  toward 
year's  end:  "Right  now  I  have  no  out- 
look for  1977." 

But  if  1976  was  no  banner  year, 
neither  was  it  a  disaster  for  the  capi- 
tal goods  makers.  The  latest  12 
months'  median  equity  returns  for  ev- 
ery capital  goods  subgroup  are  sub- 
stantially above  the  groups'  five-year 
averages.  Taken  as  a  whole,  the  indus- 


INDUSTRIAL  EQUIPMENT:  Yardsticks  of  Management  Performance 


1 

PROFITABILITY 

GROWTH 

i  ■ 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Company 

5-Year       5-Year  Latest 
Average        Rank     12  Months 

Debt/ 
Equity 
Ratio 

Latest      5-Year  5-Year 
12  Months    Rank  Average 

Net 
Profit 
Margin 

5-Year  5-Year 
Average  Rank 

5-Year  5-Year 
Average  Rank 

UCTION  EQUIPMENT  i 


1  Briggs  &  Stratton 

24.3% 

l 

22.1% 

0.0 

21.8% 

l 

24.2% 

8.6% 

12.3% 

4 

12.5% 

5 

I  icago  Bridge  &  Iron 

19.3 

2 

21.4 

0.1 

18.2 

2 

16.7 

8.8 

9.5 

10 

17.5 

2 

Cooper  Industries 

19.0 

3 

22.3 

0.4 

15.7 

6 

13.0 

7.3 

15.6 

1 

13.5 

4 

loudaille  Industries 

17.7 

4 

19.3 

0.2 

15.2 

5 

13.2 

7.2 

8.7 

13 

10.4 

11 

Ingersoll-Rand 

16.7 

5 

15.0 

0.4 

11.2 

3 

13.9 

6.2 

15.2 

2 

7.3 

14 

Parker-Hannifin 

16.7 

6 

16.3 

0.4 

11.8 

8 

11.6 

5.2 

14.7 

3 

7.5 

13 

Eagle-Picher  Inds 

16.5 

7 

17.2 

0.3 

13.0 

7 

12.0 

5.6 

9.4 

11 

11.7 

6 

Harsco 

16.1 

8 

18.8 

0.4 

14.0 

4 

13.8 

6.7 

12.0 

5 

11.3 

7 

Wallace-Murray 

13.3 

9 

17.0 

0.6 

9.2 

14 

7.5 

4.1 

7.0 

17 

-1.0 

17 

Sundstrand 

11.9 

10 

17.6 

1.1 

9.6 

15 

7.3 

5.1 

9.5 

9 

9.0 

12 

Carborundum 

11.6 

11 

12.5 

0.3 

9.7 

10 

9.7 

5.2 

12.0 

6 

11.2 

8 

Johnson  Controls 

11.4 

12 

15.0 

0.4 

11.4 

11 

9.6 

4.3 

9.9 

8 

2.0 

15 

Midland-Ross 

11.1 

13 

12.8 

0.4 

9.5 

12 

8.4 

5.1 

5.5 

18 

15.0 

3 

1  igo  Pneumatic  Tool 

9.8 

14 

5.4 

0.0 

5.6 

9 

10.2 

3.5 

10.1 

7 

-0.2 

16 

Norton 

9.4 

15 

10.7 

0.3 

8.5 

13 

8.1 

4.6 

8.6 

14 

11.0 

9 

H  K  Porter 

7.6 

16 

11.2 

0.1 

9.8 

16 

6.8 

3.5 

0.5 

19 

35.5 

1 

Warner  &  Swasey 

6.8 

17 

5.2 

0.5 

4.4 

17 

5.9 

2.5 

8.8 

12 

-3.8 

18 

Cincinnati  Milacron 

5.5 

18 

4.8 

0.7 

4.4 

18 

5.0 

1.7 

8.0 

15 

-6.7 

19 

Wean  United 

2.2 

19 

4.1 

0.6 

3.9 

19 

3.3 

1.1 

7.7 

16 

10.8 

10 

Medians 

11.9 

15.0 

0.4 

9.8 

9.7 

5.1 

9.5 

10.8 
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try  in  the  latest  12  months  earned  a 
highly  respectable  15%  on  stockhold- 
ers' equity.  Only  six  of  the  30  industry 
groups  surveyed  by  Forbes  (see  p. 
168)  topped  that  performance. 

There  were  some  stunning  successes 
turned  in  by  a  few  companies,  gen- 
erally those  making  producer  con- 
sumable goods— products  that  wear  out 
and  must  be  replaced  if  production  is 
to  continue.  Rexnord,  for  example, 
makes  chains,  bearings,  sprockets  and 
the  like,  used  in  virtually  every  pro- 
duction process.  When  those  prod- 
ucts wear  out,  even  the  least  confi- 
dent businessman  will  replace  them; 
Rexnord's  latest  12  months'  equity  re- 
turn was  a  smashing  19.3%,  nearly  five 
percentage  points  better  than  its  five- 
year  average.  Or  take  Dallas-based 
Tyler.  Almost  half  of  Tyler's  profits 
come  from  sales  of  the  ultimate  pro- 
ducer consumable:  commercial  explo- 
sives. You  can't  use  dynamite  more 
than  once;  Tyler's  24%  equity  return 
made  it  one  of  U.S.  industry's  most 
profitable  companies  over  the  latest 
12  months. 

Briggs  &  Stratton  has  an  added  ad- 
vantage. Its  gasoline  engines  are  used 
in  everything  from  home  snow  throw- 
ers to  industrial  generators.  Therefore, 
Briggs  &  Stratton's  profits  benefit  from 
either  a  consumer  or  a  producer 
spending  surge.  With  not  a  penny  of 
debt,  Briggs  &  Stratton  earned  nearly 
22%  on  total  capital  last  year,  the  best 
in  the  industry. 

Far    less    lucky    were  companies 


whose  sales  depend  heavily  upon  the 
capital  expenditures  of  a  single  indus- 
try. For  example,  both  Wean  United, 
one  of  the  major  producers  of  steel- 
rolling  mills,  and  General  Refractories, 
maker  of  refractory  products  used  in 
industrial  furnaces,  saw  their  latest 
12  months'  equity  returns  fall  sharp- 
ly as  most  U.S.  and  foreign  steel- 
makers postponed  expansion  plans 
throughout  last  year.  On  the  brighter 
side,  these  companies'  profits  have  the 
most  to  gain  if  steel  does  decide  to 
expand  this  year. 

There  are  signs  that  capital  spend- 


"Our  customers  are  on 
a  knife  edge,  able 
to  fall  either  way/' 


ing  will  step  up  significantly  this  year. 
Merrill  Lynch  Economics  (formerly 
Lionel  D.  Edie)  predicts  U.S.  indus- 
try will  increase  capital  spending  by 
14%  this  year,  to  $138  billion,  with 
most  of  the  increase  coming  from  con- 
sumer durables  and  nonmanufacturing 
companies.  In  fact,  many  of  these  com- 
panies seem  to  be  increasing  their  ex- 
penditures already.  As  last  year  end- 
ed, machine  tool  orders— capital 
goods'  leading  indicator— began  flood- 
ing in.  At  $240  million  for  October, 
these  orders  were  more  than  double 
their   1975  level.  "In  the  last  few 


months,  our  new  orders  have  been  I 
about  equal  to  our  shipping  rate,"  saysl 
Joseph  Bailey,  chairman  of  Warner  & 
Swasey.  "And  that  hasn't  been  true) 
since  mid-1974."  Since  the  orders  didl 
not  surge  until  late  in  the  year,  profits! 
of  companies  like  Warner  &  Swaseyjl 
and  Cincinnati  Milacron  won't  im-| 
prove  until  this  year. 

But  much  still  depends  on  that  oldlj 
intangible— confidence.  Most  capitalj 
goods  makers  tend  to  blame  the  Gov-| 
eminent  for  a  good  deal  of  the  per-j 
sisting  uncertainty.  There  is  some  mer- 
it to  the  charge. 

For  example,  Washington  is  still  inl 
the  throes  of  setting  prices  for  natural! 
gas.  Last  summer,  the  Federal  Powell 
Commission  allowed  the  price  for  gaal 
from  wells  started  after  January  19751 
to  rise  nearly  200%,  to  $1.42  per  mcf  [ 
But  consumer  groups  and  some  con  I 
gressmen  want  a  rollback  to  under  $l| 
per  mcf.  Such  uncertainty  clouds  the! 
prospects  of  many  oil  and  gas  pro  f 
duction  equipment  makers  since  th^ 
petroleum  industry  is  unlikely  to  spenci 
heavily  until  it  knows  what  rate  of  re  l 
turn  can  be  expected.  Charles  P| 
Seiss,  president  of  offshore  oil  rig  mak  l 
er  Marathon  Manufacturing,  says  oil 
companies'  domestic  capital  spendinjl 
could  fall  some  12%  this  year,  thankf 
to  the  continuing  lack  of  a  production^ 
oriented  government  energy  policy. 

Or  take  the  uncertainty  over  th<[ 
Government's  likely  action  on  air-  anol 
water-pollution-control  requirements! 
Congress  has  postponed  until  latel 
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5-Year 
Average 


5-YeH 
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Tyler 

24.0% 

l 

24.0% 

0.8 

15.6% 

4 

12.8% 

5.6% 

17.8% 

7 

26.8% 

Tecumseh  Products 

16.1 

2 

16.2 

0.0 

16.2 

1 

16.1 

5.9 

5.5 

18 

8.4 

1 

Hobart 

15.6 

3 

14.0 

0.4 

10.8 

7 

12.0 

5.1 

12.5 

12 

8.8 

1 

Signode 

14.5 

4 

13.4 

0.2 

10.9 

8 

11.7 

5.6 

13.9 

9 

9.5 

Rexnord 

14.5 

5 

19.3 

0.4 

15.4 

9 

10.9 

5.7 

15.5 

8 

12.8 

General  Signal 

13.3 

6 

14.3 

0.2 

12.2 

5 

12.6 

4.9 

20.2 

5 

9.2 

1 

Stewart-Warner 

13.2 

7 

15.2 

0.0 

14.9 

2 

13.2 

6.7 

6.6 

16 

6.2 

1 

Timhen 

13.0 

8 

12.3 

0.0 

11.6 

3 

12.9 

7.0 

12.2 

14 

9.2 

1 

Emhart 

12.8 

9 

16.2 

0.1 

16.6 

6 

12.1 

4.0 

13.6 

10 

8.8 

1 

Peabody  Intl 

12.6 

10 

13.0 

0.5 

9.9 

10 

10.5 

3.9 

39.9 

1 

26.2 

Avery  International 

12.5 

11 

8.6 

0.5 

7.0 

11 

10.1 

2.9 

20.2 

6 

12.1 

Wheelabrator-Frye 

12.1 

12 

14.1 

0.4 

11.3 

13 

9.5 

4.6 

25.9 

3 

DP 

Browning-Ferris  Inds 

11.9 

13 

9.0 

0.8 

5.5 

15 

8.7 

4.7 

22.1 

4 

9.6 

Enviroteeh 

10.3 

14 

13.7 

0.2 

12.9 

12 

9.6 

3.3 

31.9* 

2 

17.5* 

Foxboro 

9.6 

15 

15.4 

0.2 

13.4 

14 

8.9 

7.6 

12.4 

13 

14.1 

Ex-Cell-0 

9.5 

16 

11.2 

0.1 

9.8 

16 

7.9 

5.4 

2.5 

19 

1.4 

1 

Harris  Corp 

8.5 

17 

14.9 

0.3 

11.9 

17 

7.0 

5.5 

7.5 

15 

-2.6 

1 

Automation  Inds 

7.0 

18 

14.5 

0.2 

12.3 

18 

5.9 

3.8 

5.8 

17 

20.2 

General  Refractories 

5.5 

19 

2.2 

0.5 

2.5 

19 

5.1 

0.8 

12.6 

11 

D-P 

Medians 

12.6 

14.1 

0.2 

11.9 

10.5 

5.1 

13.6 

9.5 
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'Marley? 

They're  the  cooling 
«l  tower 
»  people." 


1 


4M 


 iiiiiimiiiii  rtMirtiiiaiiiilrtiifflriMIWIM 


ighi.  Try  again. 


You  could  try  groundwater  hydrology,  water 
ell  drilling,  pumps,  deaeration  equipment,shell  and 
Jbe  heat  exchangers,  or  air-cooled  heat  exchang- 
rs  and  still  be  right.  Because  Marley's  world  is 
rowing.  Growing  to  create  a  balanced  corporate 
ase that  can  withstand  the  impact  of  cyclical  market 
:tivity. 

Through  a  program  of  internal  growth  and  ac- 
Jisition,  The  Marley  Company  and  its  seven 
Derating  companies  now  provide  a  broad  product 
ix  for  the  industries  that  silently  touch  each  and 
iery  one  of  us:  from  electric  generating  to  pe- 
Dleum  refining  and  petrochemicals,  from  chemical 
ocessing  to  agriculture,  and  from  a  continuing 

The  Marley  Company.  Corporate  Headquarters 


and  abundant  supply  of  fresh  water.to  the  tempera- 
ture of  the  office  you're  sitting  in. 

Each  of  Marley's  operating  companies  has  a 
long  record  of  proven  leadership  in  its  particular 
field,  as  well.  Respected  names  like  Chicago  Heater 
Company,  Inc.;  Engineers  and  Fabricators,  Co. 
(EFCO);  General  Filter  Company;  Layne  &  Bowler, 
Inc.;  Layne-Western  Company,  Inc.;  Marley  Inter- 
national, Inc.;  and  The  Marley  Cooling  Tower  Com- 
pany. All  a  part  of  Marley's  new  world. 

Sure,  we're  still       ^  '  — -«^^ 

the  cooling  tower  #ri|a  ni  P^^W 
people.  But  now  yjVIMnLCT^ 

we're  even  more.  """c^m 

5800  Foxridge  Drive,  Mission,  Kansas  66202  .  . 


this  year  debate  on  recommendations 
to  further  amend  the  Federal  Water 
Pollution  Control  Act  of  1972  and 
recessed  without  finalizing  amend- 
ments to  the  1970  Clean  Air  Act. 
As  long  as  debates  continue,  execu- 
tives remain  in  the  dark  as  to  what 
the  politicians  expect  of  them.  "This 
congressional  indecision  has  resulted 
in  many  delayed  orders,  since  com- 
panies won't  order  equipment  until 
they  know  what  they  must  legally  do," 
says  Robert  L.  Chambers,  chairman 
of  California-based  Envirotech,  which 
along  with  Peabody  International  and 
Wheelabrator-Frye  sells  environmen- 
tal-control equipment.  Similarly,  con- 
cerns that  the  new  administration  may 
revive  restrictive  coal  strip-mining  leg- 
islation vetoed  last  year  by  President 
Ford  could  hurt  Bucyrus-Erie's  sales 
of  its  huge  draglines  to  uncertain 
strip  miners. 


Some  capital  goods  executives  are 
beginning  to  hope  the  Government 
will  move  beyond  merely  clearing  up 
specific  uncertainties  to  providing  real 
economic  stimulus  to  capital  invest- 
ments. Caterpillar,  for  example,  has 
recently  published  advertisements  de- 
crying the  condition  of  the  U.S.V  rural 
roads.  Ingersoll-Rand's  Wearly  points 
out  that  the  "trigger"  for  the  past 
capital  spending  booms  has  been  a 
government-induced  building  pro- 
gram of  some  kind,  from  the  highway 
building  spree  of  the  1950s  to  the 
housing  boom  of  the  1960s.  Unfor- 
tunately, Wearly  sees  no  such  proj- 
ects in  the  works.  This  is  a  major 
reason  why  he  says:  "Our  customers 
are  on  a  knife  edge,  able  to  fall  ei- 
ther way." 

The  railway  equipment  companies 
are  in  similar  straits,  wondering  how 
Washington  will  move  on  the  many 


issues  that  involve  the  railroads.  In- 
flation-adjusted railroad  industry  or- 
ders are  projected  to  decline  some- 
what this  year,  after  a  sharp  fall  last 
year.  True,  Pullman's  five-year  aver- 
age return  on  equity  is  a  respectable 
12.7%.  But  this  is  largely  because 
some  65%  of  Pullman's  business  is  now 
in  overseas  construction. 

What  does  it  all  add  up  to?  War- 
ner &  Swasey's  Bailey  puts  it  well: 
"Businessmen  know  the  world  never 
collapses.  But  before  they  can  play 
the  game— before  they  can  commit 
themselves  to  any  major  capital  pro- 
grams—they have  got  to  know  the 
ground  rules."  Washington  sets  most 
of  the  ground  rules  today.  If  the  new 
administration  really  wants  to  get  pro- 
duction up  and  unemployment  down, 
it  will  set  the  rules  in  such  a  way  as 
to  reassure  businessmen,  not  to  handi- 
cap them.  ■ 
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Caterpillar  Tractor 

ItKIHLd  n 

21.8% 

HHULMVb 
1 

23.4% 

0.5 

16.7% 

l 

17.1% 

8.2% 

15.9o/0 

l 

18.20/o 

3 

Amer  Hoist  &  Derrick 

14.0 

2 

19.3 

0.9 

11.6 

5 

8.4 

4.0 

14.0 

4 

19.6 

2 

Clark  Equipment 

13.7 

3 

11.5 

0.5 

8.8 

3 

10.2 

3.6 

15.0 

2 

6.3 

4 

Harnischfeger 

13.6 

4 

16.9 

0.5 

11.5 

2 

10.3 

5.4 

14.6 

3 

27.5 

1 

Hyster 

10.9 

5 

10.8 

0.5 

8.6 

4 

9.1 

4.5 

10.5 

5 

5.1 

5 

Koehring 

5.6 

6 

3.4 

0.8 

3.7 

6 

4.9 

1.3 

9.0 

6 

-7.0 

6 

Medians 

13.7 

14.2 

0.5 

10.2 

9.7 

4.3 

14.3 

123 

MINING  ft  nmillNG  FOIIIPMFNT-. 

Baker  International 

22.2% 

1 

23.1o/0 

0.3 

16.3% 

1 

15.8% 

8.8% 

33.3% 

1 

24.0% 

4 

Cameron  Iron  Works 

21.9 

2 

23.0 

0.5 

13.5 

7 

12.5 

9.7 

17.1 

5 

38.6 

2 

Smith  International 

20.9 

3 

25.9 

0.6 

18.9 

2 

15.7 

11.7 

25.2 

2 

30.7 

3 

Dresser  Industries 

18.1 

4 

22.2 

0.4 

16.7 

6 

12.6 

6.6 

16.9 

6 

15.0 

5 

Bucyrus-Erie 

15.1 

5 

18.4 

0.4 

13.9 

5 

13.1 

8.5 

14.9 

7 

12.7 

6 

Hughes  Tool 

14.lt 

6 

14.4 

0.2 

12.1 

3 

13.7t 

11.0 

23.3 

3 

44.3** 

1 

Gardner-Denver 

13.6 

7 

8.3 

0.2 

7.4 

4 

13.2 

4.7 

13.2 

8 

2.6 

8 

Joy  Manufacturing 

13.4 

8 

18.7 

0.2 

15.9 

8 

11.4 

7.6 

11.9 

9 

12.2 

7 

Marathon  Mfg 

8.9 

9 

19.1 

0.6 

12.0 

9 

5.6 

5.3 

19.9* 

4 

-11.1* 

9 

Medians 

15.1 

19.1 

04 

13.9 

13.1 

8.5 

17.1 

15.0 

Amsted 

14.7% 

1 

19.1% 

0.0 

18.7% 

1 

14.3% 

6.9% 

n.i% 

3 

18.1% 

1 

Trans  Union 

13.6 

2 

15.5 

1.5 

5.5 

5 

5.4 

5.4 

20.8 

1 

6.5 

5 

Pullman 

12.7 

3 

11.6 

0.3 

10.1 

2 

10.2 

1.8 

15.4 

2 

16.4 

2 

ACF  Industries 

12.6 

4 

14.8 

0.7 

8.0 

3 

7.1 

5.8 

10.7 

4 

7.3 

3 

GATX 

12.4 

5 

7.7 

0.9 

4.5 

4 

6.5 

6.0 

8.0 

5 

7.1 

4 

Medians 

12.7 

14.8 

0.7 

8.0 

7.1 

5.8 

11.1 

7.3 

STEAM  GENFRATING  FOIHPMFNT 

Foster  Wheeler 

14.0% 

1 

18.1% 

0.4 

14.5% 

1 

12.2% 

2.00/0 

14.0% 

1 

15.304, 

1 

Combustion  Engineering 

12.5 

2 

13.8 

0.2 

10.6 

2 

9.6 

2.8 

12.0 

2 

5.1 

3 

Babcock  &  Wilcox 

10.8 

3 

15.1 

0.4 

11.6 

3 

8.6 

3.4 

11.6 

3 

14.0 

2 

Medians 

12.5 

15.1 

0.4 

11.6 

9.6 

2.8 

12.0 

14.0 

Industry  Medians 

13.2 

15.0 

0.4 

11.6 

10.2 

5.2 

12.4 

11.0 

All-Industry  Medians 

12.7 

12.9 

04 

9.8 

9.1 

4.6 

11.8 

9.4 

Note:  Explanation  of  Yardstick  calculations  on  page  39.       t  Four-year  average.      t  Four-year  growth.      $i  Three-year  growth.       D  P  Deficit  to  profit;  not  ranked. 
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newspapers  deliver. 

Wall  Street,  on  main  Street 
and  on  Elm  Street. 


To  investors,  advertisers  and 
readers  alike,  newspapers  mean 
business.  And,  for  61  million 
American  families,  a  daily 
habit  stronger  than  morning 
coffee. 

We're  Gannett,  and  we  think 
the  growth  figures  for  the  54 
newspapers  in  our  group  speak 
for  themselves.  Since  going 
public  in  1967,  we've  never  had 
a  down  quarter.  Through 
nine  months  of  this  year,  we've 
again  set  records  for  operating 
revenues,  earnings  and  earn- 
ings per  share. 

On  Wall  Street,  we've  helped 
show  that  newspapers  mean 
earnings  growth,  in  good  times 
and  bad. 

On  Main  Street, 
newspapers  are 


America's  first-line  advertising 
choice.  Their  share  of  the 
national  ad  dollar  nearly  equals 
that  of  television,  radio  and 
magazines  combined. 

On  Elm  Street,  strong  local 
newspapers  deliver  that  unique 
blend  of  immediacy  and  infor- 
mation that  makes  them  indis- 
pensable to  daily  living. 

For  our  annual  report, 
updated  with  our  latest  quar- 
terly statements,  write  Cor- 
porate Secretary,  Gannett  Co., 
Inc.,  Dept.  F,  1  Lincoln 
Tower,  Rochester,  N.Y.,  14604. 


Gannett 


R  WORLD 
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358.2 
331.8 


310.3 


298.2 


38.8 


33.7 


1.80 


1.57 


252.5 


223.3 
207.9 


78 


29.5 


23.9 


20.9 


17.5 


15.4 


13.2 


11.8 


1.38 


1.12 
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Net  Sales  (Millions) 


Net  Income  (Millions) 


Net  Income  Per  Share 


Who's  Where  In 
The  Industry  Groups 


It  seems  only  reasonable,  in  a  year 
when  the  U.S.  economy  made  a  180- 
degree  turn  from  recession  to  recov- 
ery, that  there  should  be  major 
changes  of  position  among  the  30 
Forbes  industry  groups.  But  it  didn't 
happen  that  way  last  year. 

The  recovery  itself  is  documented 
by  the  industry  medians.  The  all-in- 
dustry figures  at  the  very  end  of  the 
table  (p.  170)  show  that  the  median 
industry  among  the  30  racked  up  a 
12.9%  return  on  equity  in  the  latest 
12  months,  vs.  11.7%  a  year  earlier. 
The  median  return  on  invested  capi- 
tal rose  from  8.2%  to  9.8%  as  com- 
panies worked  off  their  debt— a  gain 
of  nearly  20%.  No  fewer  than  20  of 
the  30  industries  showed  a  higher 
median  return  on  equity  in  the  latest 


12  months  than  they  averaged  over 
the  last  five  years. 

But  there  were  no  wild  swings.  The 
medians  in  the  table  beginning  below 
are  in  almost  the  same  order  as  a  year 
earlier.  Two  consumer  goods  groups 
—personal  products  and  health  care 
—are  still  on  top  of  the  list,  the  same 
two  groups  of  overregulated  air  and 
surface  transportation  companies  are 
still  at  the  bottom.  There  were  only 
two  big  gainers:  forest  products  and 
packaging,  up  from  18th  to  12th 
place  on  the  strength  of  price  main- 
tenance in  paper  plus  strong  lumber 
demand  for  homebuilding;  and  aero- 
space and  defense,  up  from  21st  to 
14th  place  by  making  more  profit  out 
of  what  business  it  got.  There  were 
two  big  losers,  too:  the  banks,  down 


from  ninth  to  17th  rank,  and  informa- 
tion processing,  down  from  seventh 
to  16th. 

Information  processing,  however,  is 
a  special  case.  In  an  industry  with 
many  companies,  the  median  compa- 
ny should  faithfully  reflect  the  indus- 
try fortunes.  But  in  an  industry  with 
few  companies  and  dominated  by  one 
or  two  of  those— as  International 
Business  Machines  and  Xerox  domi- 
nate information  processing— the  me- 
dian figures  are  less  significant.  (Both 
IBM  and  Xerox  are  doing  fine,  tiiank 
you,  but  their  competitors  are  not  do- 
ing nearly  as  well. ) 

The  construction  industry's  jump 
from  13th  rank  last  year  to  a  tie  with 
the  energy  companies  for  third  shows  j 
how  much  the  big  industrial  contrac- 
tors have  benefited  from  their  over- 
seas contracts.  In  the  lower  half,  the 
nonferrous  metals  outfits,  still  suffer- 
ing from  recession  in  aluminum  and 
especially  in  copper,  fell  from  17  th  to 
25th  place.  Just  two  years  ago  they 
ranked  sixth.  ■ 


INDUSTRY  MEDIANS:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Net 


Earnings/Shar 


5-Yaar 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Yea 

Company 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rani 

CONSUMER  GOODS- 

PERSONAL  PRODUCTS: 

17.7% 

1 

16.8% 

0.3 

12.20/o 

2 

12.6% 

5.9% 

12.0% 

13 

8.7% 

18 

Tobacco 

13.7 

11.7 

0.5 

8.1 

8.4 

3.1 

9.1 

7.3 

Toiletries  &  Cosmetics 

19.8 

19.3 

0.3 

13.4 

16.3 

7.4 

13.7 

9.2 

Housekeeping  Products 

16.8 

16.5 

0.3 

12.9 

13.5 

5.7 

12.7 

11.0 

Photo  Equipment 

8.4 

10.5 

0.1 

10.5 

8.4 

7.9 

10.6 

-3.3 

CONSUMER  GOODS- 

HEALTH  CARE: 

16.9 

2 

16.5 

0.4 

12.3 

1 

13.2 

7.9 

14.6 

5 

12.4 

T 

Ethical  Drugs 

22.4 

20.1 

0.3 

17.8 

20.0 

10.7 

14.3 

12.5 

Proprietary  Drugs 

16.6 

15.7 

0.2 

12.4 

14.4 

7.3 

11.0 

9.1 

Health  Care  Products 

&  Services 

14.9 

14.9 

0.5 

11.2 

10.0 

5.9 

18.3 

13.4 

CONSTRUCTION- 

CONTRACTORS: 

15.8 

3 

19.7 

0.5 

11.8 

8 

10.4 

2.0 

17.7 

3 

21.3 

1 

Heavy  Construction 

17.4 

21.0 

0.4 

14.4 

12.4 

2.5 

15.8 

22.4 

Home  Building 

9.2 

8.1 

0.7 

5.1 

5.6 

2.0 

19.7 

3.8 

ENERGY: 

15.8 

3 

15.2 

0.4 

10.5 

3 

11.5 

4.9 

21.5 

1 

14.8 

3 

International  Oils 

14.3 

12.7 

0.3 

10.3 

11.3 

4.4 

18.1 

12.1 

Other  Oil  &  Gas 

15.7 

15.1 

0.5 

10.2 

11.1 

4.7 

23.6 

15.6 

Coal 

23.5 

25.5 

0.3 

18.0 

17.0 

10.3 

19.7 

24.4 

UTILITIES- 

NATURAL  GAS: 

15.1 

5 

16.2 

1.0 

7.3 

25 

7.6 

7.1 

12.3 

9 

9.3 

1G 

Producers  &  Pipeliners 

16.3 

14.7 

1.1 

7.3 

7.8 

6.0 

13.2 

9.5 

Pipeliners  & 

Distributors 

16.2 

16.9 

1.0 

8.5 

8.1 

8.4 

12.3 

10.3 

Distributors 

12.1 

12.3 

1.0 

6.6 

6.6 

59 

11.6 

5.2 

Note:  Explanation  of  Yardstick  calculations  on  page  39. 
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INDUSTRY  MEDIANS:  Yardsticks  of  Management  Performance 


PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Debt/ 

Net 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5- Year 

5-Year 

Profit 

5- Year 

5-Year 

5-Year 

5-Year 

Company 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

CHEMICALS: 

14.9% 

6 

14.9% 

0.5 

10.6% 

5 

10.8% 

6.4% 

12.3% 

9 

16.7% 

2 

Diversified  Chemicals 

14.3 

— 

13.9 

0.5 

10.7 

— 

11.3 

6.4 

11.4 

— 

17.1 

— 

Specialists 

15.7 

— 

16.0 

0.5 

9.8 

— 

9.9 

6.4 

13.1 

— 

15.8 

— 

DISTKlDUllUN— 

UlUftl  rcAl  CDC- 

14  7 

14./ 

7 
/ 

14.3 

n  a 

U.4 

119 

A 

4 

il.l 

1  9 

l.Z 

1  C  1 
13.1 

A 

4 

19  7 

r 
b 

Food  Distributors 

15.2 

17.5 

0.5 

11.9 

11.8 

1.2 

15.0 

13.7 

Meatpackers 

13.3 



12.9 

0.5 

10.1 

— 

9.4 

1.0 

14.5 

— 

8.5 

— 

Agr  Commodities 

16.1 



19.6 

0.4 

14.7 

— 

11.4 

2.9 

17.2 

— 

16.5 

— 

Other  Wholesalers 

13.6 



12.8 

0.4 

11.2 

— 

11.3 

2.7 

9.2 

— 

11.1 

— 

3NSUMER  GOODS- 

..  . 

FOOD  &  DRINK: 

13.9 

8 

14.9 

0.4 

11.4 

8 

10.4 

3.9 

11.6 

18 

9.5 

14 

Diversified  Foods 

13.4 

— 

14.2 

0.4 

10.3 

— 

9.5 

3.3 

11.2 

— 

9.4 

— 

Food  Specialists 

15.0 

— 

17.0 

0.3 

12.4 

— 

10.5 

3.8 

12.2 

— 

9.0 

— 

Drinks 

15.5 

— 

15.8 

0.4 

11.6 

— 

11.5 

5.2 

12.8 

— 

11.0 

— 

ELECTRONICS  & 

ELEC  EQUIP: 

13.4 

9 

14.5 

0.3 

11.8 

7 

10.6 

5.5 

10.9 

24 

10.7 

10 

Electronic  Equipment 

12.8 

— 

14.0 

0.3 

11.1 

— 

10.0 

5.1 

10.4 

— 

10.4 

— 

Electrical  Equipment 

18.5 

— 

17.5 

0.3 

13.6 

— 

13.5 

5.9 

13.8 

— 

10.7 

— 

LEISURE: 

13.4 

9 

12.8 

0.4 

10.7 

11 

10.2 

4.7 

11.4 

20 

9.9 

13 

Traupl 

11 1 

11  8 

0  7 

v./ 

7  5 

4.  7 

71  5 

15.8 

Fntprtainmpnt 

CMICC  lalllillClll 

18.8 

0  7 

l?  l 

q  i 

7.1 

11  8 

new  co  11  vii 

11  4 

11.5 

0.3 

10.0 

3.6 

11.4 

8.2 

Publishing 

13.5 

14.5 

0.2 

12.0 

11.0 

6.3 

9.9 

8.1 

INDUSTRIAL 

EQUIPMENT: 

132 

11 

15.0 

0.4 

11.6 

11 

10.2 

5.2 

12.4 

8 

1L0 

9 

oduction  Equipment 

11.9 

— 

15.0 

0.4 

9.8 

— 

9.7 

5.1 

9.5 

— 

10.8 

— 

Specialty  Equipment 

12fi 

XL.V 

14  1 

0.2 

11  Q 

10.5 

5.1 

13.6 

9.5 

Cftn^tf nirtinn  A 

VUHO&IUVllUll  V 

itioici  laid  naiiuimg 

14  ? 

n  s 

in  ? 

9  7 

4.3 

14  3 

12.3 

Mining  &  Drilling 

Equipment 

15.1 

— 

19.1 

0.4 

13.9 

— 

13.1 

8.5 

17.1 

— 

15.0 

— 

Rail  Equipment 

12.7 

— 

14.8 

0.7 

8.0 

— 

7.1 

5.8 

11.1 

— 

7.3 

— 

oieam  iieneraiing 

Equipment 

12.5 

15.1 

0.4 

11.6 

9.6 

2.8 

12.0 

14.0 

unco  1  ritUUUlVlo 

|     &  PACKAGING: 

13.1 

12 

14.2 

0.5 

9.9 

14 

9.2 

5.7 

12.2 

12 

13.6 

5 

Forest  Products 

13.9 

14.8 

0.5 

9.9 

9.2 

6.4 

12,3 

18.9 

Packaging 

12.0 

13.7 

0.4 

10.1 

9.2 

4.5 

11.8 



7.7 



III  TimMPANlEC  

uli  n»umr«n]it5— 

CONGLOMERATES: 

12.8 

13 

12.5 

0.7 

8.1 

20 

8.4 

3.4 

10.2 

26 

8.3 

19 

AEROSPACE  & 

DEFENSE: 

12.7 

14 

164 

0.4 

9.8 

17 

3-9 

3.1 

5.3 

30 

11.4 

8 

FINANCE— 

MSUMER  FINANCE: 

12.7 

14 

14.0 

0.6 

9.2 

27 

7.3 

7.2 

12.3 

9 

6.3 

24 

Finance  Companies 

13.3 

— 

14.6 

1.8 

6.7 

— 

6.2 

5.2 

9.6 

— 

4.3 

— 

|ii  Financial  Services 

12.4 

— 

14.0 

0.4 

10.7 

— 

10.4 

7.6 

13.4 

— 

9.1 

— 

INFORMATION 

PROCESSING: 

12.6 

16 

10.2 

0.5 

8.5 

13 

9.6 

4.2 

13.0 

7 

7.0 

23 

Computers 

19  7 
ll.J 

12.7 

n  a 
0.4 

ll.J 

Q  7 

3./ 

fi  7 
0./ 

19  <> 

117 
11./ 

Copiers  &  Office 

Equipment 

12.5 

8.1 

0.5 

6.3 

9.5 

2.0 

13.5 

3.7 

i  INANCE — BANKS: 

12.4 

17 

11.1 

04 

9.5 

10 

10.3 

7.1 

21.0 

z 

7.5 

91 
Zl 

1 1   New  York  Banks 

11.4 

11.1 

0.4 

8.5 

9.2 

6.3 

25.6 

6.7 

Regional  Banks 

12.5 

11.1 

0.4 

9.5 

10.4 

7.7 

20.4 

8.0 

:  ILTICOMPANIES— 

l  MULTI-INDUSTRY: 

12.1 

18 

13.0 

0.4 

9.8 

15 

9.1 

4.6 

9.3 

27 

10.7 

10 

DISTRIBUTION- 

RETAILERS: 

11.9 

19 

12.4 

0.3 

8.9 

21 

8.1 

2.7 

11.8 

15 

6.3 

24 

r  Department  Stores 

11.5 

11.7 

0.5 

8.3 

7.9 

2.9 

8.1 

7.1 

lyplanation  by  Yardstick  calculations  on  page  39. 
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INDUSTRY  MEDIANS:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Company 


5-Year 
Average 


5-Year 
Rank 


Latest 
12  Months 


Debt/ 
Equity 
Ratio 


Latest  5-Year 
12  Months  Rank 


5-Year 
Average 


Net 
Profit 
Margin 


5-Year 
Average 


5-Year 
Rank 


Earnings/Share 


5- Year 
Average 


5-Ye 
Rank  I 


Discount  & 
Variety  Stores 
Drug  Chains 
Specialty  Retailers 

METALS — STEEL: 
Basic  Producers 
Specialty  & 
Other  Steels 


AUTOMOTIVE: 
Vehicles 
Tire  &  Rubber 
Auto  Supplies 

METALS— 
NONFERROUS: 
Aluminum 
Copper 
Diversified  Metals 


CONSUMER  GOODS — 
HOUSEHOLD: 
Appliances 
Housewares  & 
Furnishings 


DISTRIBUTION- 
SUPERMARKETS: 
Major  Chains 
Regional  Chains 


6-8% 
15.0 
14.4 


11.6 

10.8 


CONSTRUCTION- 
BUILDING  MATERIALS:  11.5 
Lumber  15.7 
Cement  &  Gypsum  9.0 
Other  Building 

Materials  11.2 

Building  Equipment  17.4 


FINANCE— INSURANCE:  114 

Life  12.4 

Fire  &  Casualty  11.1 

Multiple  Line  10.6 


UTILITIES— ELECTRIC 

&  TELEPHONE:  11.4 

Northeast  10.7 

Midwest  12.4 

Southeast  11.3 

Southwest  13.7 

West  10.7 

Telecommunications  12.4 


11.3 

11.1 
8.2 
13.3 


10.8 

8.2 
8.5 
18.2 


10.1 

10.1 


9.9 

9.2 
12,5 


CONSUMER  GOODS — 

TEXTILES  &  APPAREL:  9.1 

Apparel  8.4 

Textiles  9.1 

Shoes  14.1 


TRANSPORTATION- 
SURFACE:  8.5 
Railroads  7.5 
Truckers  24.3 
Other  Surface 
Transportation  12.8 


TRANSPORTATION- 
AIRLINES:  4.6 


All-Industry  Medians  12.7 


87% 
17.4 
13.6 


0.8 
0.2 
0.2 


5.9%  - 
15.3  — 
10.1  — 


5.7% 
12.7 
10.8 


11% 

2.7 
3.4 


12.7%  - 
20.2 

13  6  — 


20 


12.9  — 


21 


22 


22 


24 


25 


26 


10.0 


27 


28 


29 


30 


9.1 

7.8 

11.6 


0.3 

0.4 

0.3 


6.8  22 

5.4  — 

9.8  — 


8.0 

7.4 

10.1 


3.9 

3.5 

4.4 


11.8 

10.7 


15 


12.2  — 


12.8 

13.9 
8.3 

12.1 
17.2 


0,4 

0.7 
0.3 

0.4 
0.3 


9.7 

8.6 
6.6 

9.9 
13.7 


17 


8.9 

8.4 

7.2 

8.9 
15.6 


4.5 

5.7 
4.2 

4.5 
5.3 


11.9 

16.7 
10.8 

11.4 
11.2 


14 


12.8 

12.3 
13.3 
12.8 


0.1 

0.1 
0.1 
0.1 


11.8 

12.2 
12.6 
11.4 


10.8 

12.0 
11.0 
9.2 


5.2 

10.3 
4.5 
4.6 


11.2 

10.5 
12.2 
11.2 


22 


11.8 

10.6 
12.2 
11.2 
12.3 
11.2 
11.4 


1.1 

1.0 
1.1 
1.1 
1.0 
1.1 
1.2 


5.9 

5.7 
6.0 
5.7 
6.1 
6.0 
6.3 


28 


6.0 

5.5 
6.0 
5.6 
7.0 
6.0 
6.3 


11.7 

10.3 
13.1 
12.4 
13.2 
11.6 
10.3 


14.4 

14.8 

12.7 
18.2 
13.6 
13.1 
11.9 


13.8 

12.6 
7.1 
15.5 


0.5 

0.5 
0.6 
0.4 


9.8 

8.7 
5.4 
11.4 


15 


9.1 

9.4 
6.4 
9.4 


4.1 

3.6 
2.2 
4.3 


10.9 

12.4 
9.2 
11.0 


24 


7.4 

7.3 
2.6 
11.6 


0.4 

0.8 
0.4 
0.4 


5.0 

5.0 

3.5 
7.5 


19 


8.6 

5.4 
7.3 
12.1 


3.4 

3.7 
3.1 
6.2 


11.5 
11.4 
5.9 
12.9 


19 


11.7 
11.3 

12.3 


0.4 

0.3 

0.5 


8.6 

8.6 


23 


8.7  — 


7.8 

8.6 

7.7 


3.0 

3.0 

2.9 


8.7 
8.1 


29 


9.8  — 


12.8 

11.4 
13.6 


0.4 

0.5 
0.4 


9.0 

7.7 
9.9 


24 


7.7 
7.2 
8.4 


0.9 

0.9 
1.0 


11.1 

10.9 
11.6 


23 


11.7 

11.2 
11.4 
19.4 


0.4 

0.4 
0.3 
0.4 


9.6 

9.0 
8.9 
14.3 


26 


7.4 

7.1 
6.7 
11.8 


3.8 

2.6 
3.8 
4.8 


8.8 

8.8 

7.5 
11.5 


28 


11.5 

7.7 
23.4 

12.9 


0.6 

0.6 
0.4 

1.2 


6.6 

5.4 
15.7 


29 


7.0  — 


5.8 

4.9 
13.1 

8.8 


4.8 

5.6 
4.7 

3.3 


11.8 

8.8 
17.7 


15 


13.1  — 


5.1 


1.3 


4.1 


30 


3.6 


1.3 


11.4 


20 


123 


04 


9.8 


9.1 


4.6 


11.8 


Note:  Explanation  of  Yardstick  calculations  on  page  39. 


-8.2<&  - 

13.6  1  -a 
8.0 

14.7 

H-3   1  41 

20.7  1  -A 


9.4 

14.5 
7.1 

9.0 
11.9 


8.8 

12.8 
5.4 

5.5 


3.1 

2.4 
1.5 
3.7 
5.8 
2.9 
5.1 


8.2 

8.9 
3.9 
9.4 


4.9 

3.9 
0.2 
10.4 


7.2 

1.9 

7.7 


7.2 
7.7 


10.4 

12.6 
21.0 

5.4 


-0.4 


94 


15 


28 


26 


4.1 

0.8 

4.3 


29 


3C . 
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rVho's  Where 
n  Profitability 


Y   PROFITABILITY   LIST    is   likely  to 

itain  anomalies,  and  this  year's  list 
no  exception.  Lockheed  is  in  the 
.  One  spot,  but  nearly  everybody 
>ws  that  Lockheed  was  until  re- 
idy  not  far  from  insolvency.  So  why 
uld  it  be  No.  One  in  profitability? 
:ause  past  losses  have  dissipated 
st  of  Lockheed's  equity  capital;  its 
fits  are  thus  measured  against  a 
unken  yardstick. 

Vith  this  freak  aside,  however,  the 
1  of  the  profitability  fist  generally 
udes  the  same  kinds  of  companies 


—often  the  very  same  companies— as 
in  years  past:  companies  in  branded 
consumer  goods  (Avon)  and  drugs 
(Merck,  American  Home  Products); 
truckers  (Yellow  Freight,  Roadway 
Express ) ;  coal  companies  ( Westmore- 
land, Pittston);  and  smaller  oil  pro- 
ducers (Sigmor,  Louisiana  Land). 
The  first  two  groups  owe  their  top 
position  to  their  ability  to  generate 
good  volume  on  relatively  low  invest  - 
ment and  still  enjoy  decent  margins; 
the  energy  companies  can  sell  profit- 
ably all  they  can  produce. 


There  are  also  some  pleasant  sur- 
prises near  the  top  of  the  list.  Take 
Bi-Lo,  a  regional  supermarket  chain 
in  the  Carolinas  with  a  30.4%  five- 
year  return  on  equity.  That's  no  trick 
of  leverage:  Witness  Bi-Lo 's  superb 
return  on  capital.  Rather,  it  stems  from 
getting  high  volume  on  low  invest- 
ment with  a  1.8%  margin  on  sales,  in 
a  field  where  the  big  chains  average 
well  -under  1%.  Another  pleasant  sur- 
prise is  Maytag,  which  is  cashing  in 
on  the  consumer's  new  preference  for 
quality  (see  p.  35). 

The  lesson  from  all  this  is  that  even 
a  five-year  return-on-equity  figure  is 
not  to  be  used  alone,  but  only  in  con- 
text of  the  other  figures  below,  the 
growth  rankings  on  page  188,  the 
company  Yardsticks— and  all  the  other 
data  you  can  come  up  with.  ■ 
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RETURN  ON  EQUITY 

RETURN  ON  CAPITAL  "  1 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

5-Year* 

Latest 

5-Year» 

Latest 

Company 

5-Year' 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

uneea  rurcran 

46.8% 

1 

49.6% 

5.9% 

764 

7.1% 

Lowe's  Companies 

25.6% 

36 

22.2% 

20.2% 

34 

16.6% 

37.6 

2 

15.7 

29.3 

4 

12.4 

J  Kay  McDermott 

25.1 

37 

34.7 

18.2 

59 

25.8 

ook  Industries 

34.0 

3 

6.0 

21.8 

26 

5.0 

G  D  Searle 

24.8 

38 

18.4 

17.7 

67 

12.4 

ouisiana  Land 

32.7 

4 

27.3 

25.1 

13 

21.7 

Iowa  Beef  Processors 

24.7 

39 

24.9 

15.0 

121 

16.3 

a!  Penn  Group 

32.5 

5 

28.3 

31.9 

1 

27.4 

American  Intl  Group 

24.6 

40 

27.0 

22.4 

23 

23.6 

noreland  Coal 

32.4 

6 

32.5 

27.3 

10 

32.0 

Melville 

24.5 

41 

28.5 

20.6 

30 

25.1 

reight  System 

32.3 

7 

27.8 

17.5 

71 

19.3 

Coca-Cola 

24.4 

42 

22.8 

22.8 

19 

21.5 

Pittston 

32.2 

8 

30.9 

23.6 

17 

26.0 

Tesoro  Petroleum 

24.3 

43 

8.9 

18.1 

60 

6.0 

\von  Products 

32.0 

9 

30.3 

29.8 

3 

29.2 

Briggs  &  Stratton 

24.3 

44 

22.1 

24.2 

14 

21.8 

nurces&Chem 

30.9 

10 

15.4 

15.3 

113 

10.5 

Longs  Drug  Stores 

24.1 

45 

21.8 

23.9 

16 

21.8 

\  emiconductor 

30.5 

11 

20.0 

24.2 

15 

15.8 

Lubrizol 

24.1 

45 

20.8 

23.4 

18 

20.1 

ome  Products 

30.4 

12 

30.2 

30.3 

2 

29.3 

Frederick  &  Herrud 

24.1 

47 

17.0 

18.4 

56 

10.7 

BI-LO 

30.4 

13 

28.1 

27.7 

8 

26.2 

Masco 

24.0 

48 

25.8 

18.0 

62 

18.9 

lissouri  Pacific 

30.2 

14 

28.9 

8.0 

594 

8.3 

Utah  International 

24.0 

48 

28.8 

15.5 

109 

20.6 

est  Industries 

29.6 

15 

26.1 

11.2 

319 

12.8 

Tyler 

24.0 

50 

24.0 

12.8 

233 

15.6 

Mapco 

29.2 

16 

32.9 

14.6 

136 

16.0 

Niagara  Frontier  Svc 

23.9 

51 

27.0 

21.0 

28 

22.8 

1  Petrie  Stores 

28.7 

17 

28.8 

28.7 

5 

28.8 

Dillon  Companies 

23.7 

52 

24.8 

18.6 

51 

20.5 

l-Mart  Stores 

28.7 

18 

29.6 

22.6 

21 

22.8 

Tandy 

23.6 

53 

42.5 

*» 

30.8 

uering-Plough 

28.7 

19 

25.3 

27.8 

6 

25.1 

Schlumberger 

23.6 

54 

26.6 

20.4 

33 

24.1 

flcLennanCos 

28.6 

20 

26.9 

27.7 

7 

29.2 

Ralph  M  Parsons 

23.5 

55 

32.3 

18.6 

52 

22.9 

Merck 

28.4 

21 

26.5 

26.7 

11 

21.4 

Houston  Natural  Gas 

23.5 

56 

33.3 

11.2 

316 

16.1 

th  Resources 

27.9 

22 

37.7 

19.2 

41 

24.5 

Nalco  Chemical 

23.4 

57 

26.0 

22.5 

22 

24.8 

1  gy  Resources 

27.8 

23 

23.7 

11.2 

321 

14.9 

NVF 

23.4 

58 

9.4 

12.9 

219 

8.5 

1 A  way  Express 

27.6 

24 

23.8 

26.0 

12 

23.0 

Blount 

23.3 

59 

19.7 

12.4 

253 

10.7 

Maytag 

27.5 

25 

29.0 

27.4 

9 

28.5 

Texas  Oil  &  Gas 

23.2 

60 

27.7 

13.6 

172 

14.7 

st  Petroleum 

26.8 

26 

12.9 

14.3 

147 

8.8 

Athlone  Industries 

23.1 

61 

21.4 

10.0 

405 

10.1 

Pioneer 

26.7 

27 

35.8 

12.4 

249 

15.8 

Eli  Lilly 

23.1 

61 

20.1 

22.3 

24 

19.3 

Holly  Sugar 

26.5 

28 

** 

19.5 

39 

St  Joe  Minerals 

22.9 

63 

18.2 

18.4 

55 

15.4 

McDonald's 

26.3 

29 

25.1 

14.9 

125 

13.0 

Cal-Maine  Foods 

22.7 

64 

26.2 

7.2 

650 

11.2 

low  Chemical 

26.3 

30 

25.7 

16.0 

95 

15.8 

Clorox 

22.7 

64 

20.0 

17.2 

77 

15.3 

y  Transport  n 

26.2 

31 

24.5 

9.5 

459 

10.0 

Great  Western  United 

22.6 

66 

def 

8.2 

576 

def 

Pizza  Hut 

26.1 

32 

27.3 

20.5 

31 

18.2 

McLean  Trucking 

22.4 

67 

21.1 

14.0 

154 

14.3 

1  Min&Chem 

25.8 

33 

25.1 

18.9 

47 

20.5 

SmithKline  Corp 

22.4 

67 

22.3 

20.0 

36 

17.8 

Kellogg 

25.7 

34 

31.4 

22.6 

20 

25.3 

Commercial  Metals 

22.3 

69 

5.1 

17.6 

68 

4.C 

rals  &  Chem 

25.7 

35 

25.0 

14.8 

127 

15.8 

Levi  Strauss 

22.2 

70 

35.9 

18.2 

58 

29.5 

1  ige  return  may  be  for  less  than  a  5-year  period  as  footnoted 

n  individual  Yardsticks  tables.          *•  Not  available;  not  ranked. 

def  Deficit. 
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5-Year" 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Baker  International 

22.2% 

71 

23.1% 

15.8% 

101 

16.3% 

Handy  &  Harman 

22.1 

72 

20.4 

14.8 

128 

14.3 

Winn-Dixie  Stores 

22.0 

73 

20.9 

21.4 

27 

19.6 

Cameron  iron  Works 

21.9 

74 

23.0 

12.5 

243 

13.5 

uun  &  Drausircci  tros 

91  Q 

74 

21  2 

21.8 

25 

21.2 

Gillette 

21.8 

76 

17.5 

16.3 

89 

1  o  o 

12.8 

Caterpillar  Tractor 

21.8 

77 

23.4 

17.1 

80 

16.7 

Dover  Corp 

21.8 

77 

23.8 

18.0 

64 

18.9 

Petrolane 

21.8 

79 

24.8 

13.7 

167 

16.1 

Louisiana-Pacific 

91  a 

an 

ou 

11  4 

13.2 

196 

7.7 

Lucky  Stores 

21.8 

81 

18.6 

14.7 

132 

12.3 

Reliance  Electric 

21.7 

82 

25.9 

13.8 

162 

14.9 

CBS 

21.7 

83 

24.0 

17.3 

75 

20.2 

Halliburton 

21.6 

84 

25.9 

17.5 

72 

19.7 

D  r  i  of  ft  1  UuArt 

Dnsioi-myers 

91  A 
£1.0 

OJ 

77  7 

18.5 

53 

19.9 

MCA 

21.6 

86 

24.8 

19.0 

46 

24.2 

Combined  Insurance 

21.5 

87 

21.0 

20.8 

29 

20.2 

Philip  Morris 

21.4 

88 

20.6 

13.6 

170 

12.6 

Univar 

21.4 

89 

18.2 

13.2 

196 

12.3 

?}  1  Raunnlrlc  Enrlc 
n  J  ncynuiUo  inus 

71  7 

194 

14.6 

140 

14.2 

Jack  Eckerd 

21.0 

91 

19.7 

19.6 

38 

18.9 

Beech  Aircraft 

21.0 

92 

25.1 

14.7 

134 

19.0 

Diamond  Shamrock 

21.0 

93 

27.5 

12.5 

246 

14.4 

Crane 

20.9 

94 

21.9 

11.4 

308 

11.8 

dnuin  inier nauunai 

jj 

71  Q 

15  7 

102 

18.9 

WW  Grainger 

20.9 

96 

18.1 

18.3 

57 

17.8 

AMP 

20.8 

97 

17.2 

18.8 

49 

14.3 

Union  Camp 

20.8 

97 

23.5 

13.1 

209 

16.3 

Albertson's 

20.8 

99 

17.6 

15.1 

117 

13.2 

scon  &  retzer 

1)3.1 

i  nn 
1UU 

on  i 

iq  n 

Xerox 

20.7 

101 

18.7 

16.8 

81 

13.9 

Willamette  Inds 

20.6 

102 

18.2 

13.8 

158 

12.3 

Avnet 

20.5 

103 

21.8 

13.8 

161 

16.3 

Square  D 

20.5 

103 

20.6 

18.8 

48 

17.3 

Skyline 

on  c 

1  AC 

1UD 

in  q 

on  e 

39 

10  7 

Fisher  Foods 

20.5 

106 

16.2 

10.8 

351 

8.8 

White  Consolidated 

20.4 

107 

20.0 

9.9 

418 

10.5 

Eastman  Kodak 

20.3 

108 

17.1 

19.1 

42 

16.0 

Pay'n  Save 

20.3 

109 

18.3 

18.4 

54 

15.9 

Amerada  Hess 

20.3 

110 

13.6 

13.4 

184 

9.9 

E  F  Hutton  Group 

20.2 

111 

25.7 

16.0 

92 

20.7 

Hoover  Ball  &  Bearing 

20.2 

112 

22.4 

14.9 

124 

17.6 

IBM 

20.1 

113 

20.2 

19.0 

44 

19.7 

Quaker  State  Oil 

19.9 

114 

16.2 

14.9 

122 

13.5 

Idle  Wild  Foods 

19.9 

115 

19.7 

15.8 

100 

16.7 

Chesebrough-Pond's 

19.8 

116 

19.3 

16.3 

88 

15.4 

Super  Valu  Stores 

19.8 

117 

21.2 

13.7 

167 

16.7 

Champion  Spark  Plug 

19.8 

118 

17.1 

17.6 

69 

15.5 

Revlon 

19.7 

119 

20.1 

13.8 

162 

13.4 

Genuine  Parts 

19.7 

120 

20.4 

19.6 

37 

20.0 

Georgia-Pacific 

19.7 

120 

18.6 

9.6 

444 

9.7 

Butler  Manufacturing 

19.7 

122 

15.8 

16.4 

86 

13.5 

Fleetwood  Enterprises 

19.6 

123 

14.6 

20.0 

35 

14.4 

Turner  Construction 

19.6 

124 

16.8 

19.1 

43 

16.9 

Gulf  &  Western  Inds 

19.6 

125 

26.7 

8.4 

555 

10.9 

Royal  Crown  Cola 

19.5 

126 

20.6 

18.7 

50 

19.8 

Malone  &  Hyde 

19.5 

127 

19.4 

17.2 

79 

18.2 

Ethyl 

19.5 

128 

18.1 

10.8 

352 

10.0 

Denny's 

19.4 

129 

23.6 

11.0 

327 

15.3 

Weis  Markets 

19.4 

129 

20.3 

19.4 

40 

20.3 

Chicago  Bridge  &  Iron 

19.3 

131 

21.4 

16.7 

82 

18.2 

Edison  Bros  Stores 

19.3 

132 

22.2 

15.5 

107 

18.8 

Ogden 

19.2 

133 

20.3 

8.7 

525 

7.9 

Stauffer  Chemical 

19.2 

134 

21.8 

13.6 

170 

14.7 

RETURN  ON  EQUITY 


.  5-Year* 
Company  Average 


Latest 
Rank     12  Months 


RETURN  ON  CAPITf 


5-Year*  L 
Average      Rank  12 


Blue  Bell  19.2% 

Ashland  Oil  19.2 

Pickwick  Intl  19.1 

Emerson  Electric  19.1 

Minn  Mining  &  Mfg  19.1 


135  34.2% 

136  21.1 


137 
138 
138 


14.4 
18.9 
17.9 


Hewlett-Packard  18.3 

AEStaieyMfg  18.3 

Deere  18.3 

Daniel  International  18.3 

Best  Products  18.3 


165 
165 


16.0 
22.5 


167  20.7 

168  15.9 

169  25.8 


15.9% 

11.0 

16.5 

17.4 

17.2 


18.0 
14.2 
14.8 
17.4 
17.2 


96 
324 
84 
73 
76 


Oxford  Industries  18,8  150  17.3  12.5  244 

Purolator  18.7  151  15.5  14.2  150 

Johnson  &  Johnson  18.7  152  17.4  18.1  61 

Michigan  National  18.7  153  15.7  14.6  139 

Copperweld  18.7  154  16.3  14.8  130 


Fed!  Natl  Mortgage  18.6  155  15.3  42  869 

Procter  &  Gamble  18.6  155  19.2  15.5  106 

Spencer  Foods  18.6  157  25.0  9.3  468 

General  Cinema  18.6  158  18.8  10.4  376 

PepsiCo  18.6  159  20.2  12.9  226 


Economics  Laboratory  18.6  160  16.5  13.5  175 

Moore  McCormack  Res  18.4  161  22.8  12.0  273 

Eastern  Gas  &  Fuel  18.4  162  22.2  9.5  454 

Weyerhaeuser  18.3  163  14.2  12.9  226 

Wetterau  18.3  164  17.5  15.0  119 


Sedco  18.2  170  21.0  10.8  348 

Texasgulf  18.2  170  11.9  12.1  264 

Teledyne  18.2  172  30.9  10.6  365 

Winnebago  Industries  18.2  173  11.1  17.9  65 

Panhandle  Eastern  18.1  174  16.9  7.8  605 


Hoemer  Waldorf  18.1  175  17.2  12.7  237 

MGM  18.1  176  25.3  11.4  308 

RevcoDS  18.1  176  20.6  15.2  114 

Dresser  Industries  18.1  178  22.2  12.6  242 

Upjohn  18.1  178  17.2  16.0  93 

Natl  Starch  &  Chem  18.0  180  19.0  14.7  131 


Monsanto  18.0  181  20.4  13.2  202 

Saga  Corp  17.9  182  16.6  14.7  135 

Belco  Petroleum  17.9  183  15.8  11.7  289 

American  Petrofina  17.9  184  12.3  15.0  120 

VFCorp  17.9  185  16.2  15.5  108 

General  Electric  17.9  186  17.7  14.5  142 


Consol  Freightways  17.8  187  23.0  12.1  265 

SSKresge  17.7  188  21.0  15.6  104 

Scrivner  17.7  189  18.8  11.7  291 

Houdaille  Industries  17.7  190  19.3  13.2  196 

Ohio  Casualty  17.7  191  13.0  17.6  70 

Heublein  17.7  192  18.9  13.1  207 


Dana  17.7  193  20.6  13.5  181 

Fischbach  &  Moore  17.6  194  14.0  13.2  195 

Kings  Dept  Stores  17.6  195  18.6  16.4  85 

PACCAR  17.5  196  21.1  15.9  97 

Pfizer  17.5  197  16.5  14.1  151 

Abbott  Laboratories  17.5  198  20.5  12.8  231 


UV  Industries  19.1  138  21.6  9.3  470  1] 

Sterling  Drug  19.1  141  16.5  17.8  66  1 

Loews  19.0  142  18.4  6.9  674 

Entex  19.0  143  23.5  9.6  445  1< 

Olinkraft  19.0  143  18.3  13.7  165  1- 


So  Natural  Resources  19.0  143  20.3  9.6  441  II 

Cooper  Industries  19.0  146  22.3  13  0  213  1! 

Vulcan  Materials  18.9  147  21.0  13.4  182  1 

DEKALB  AgResearch  18.9  148  20.9  15.7  103  If 

Moore  Corp  18.8  149  15.2  15.4  110 


63 
148 
129 

74 

78  2 


The  average  return  may  be  foi  lest  than  1  5-ysai  pe  J  II  footnoted  in  individual  Yardsticks  tables 
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RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

RETURN  ON  EQUITY 

mm 

Company 

5-Year' 

Latest 

5-Year' 

Latest 

5-Year* 

Latest 

5-Year» 

Latest 

Average 

Rank. 

12  Months 

Average 

Rank 

12  Months 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Exxon 

1 7  RttJ. 

1QQ 
xuv 

1 R  9  0A 
x  0.£70 

1A  90/. 

1 AK 

19  90/ 

BankAmerica  Corp 

16.1% 

263 

16.2% 

13.4% 

183 

I2.70/0 

irris  Industries 

17  1 
1/.4 

9nn 
zuu 

99  9 

£0.0 

1R  R 
10.0 

inc. 

9n  0 

Tecumseh  Products 

16.1 

264 

16.2 

16.1 

91 

16.2 

Murphy  Oil 

17  A 
1  /  .4 

1 9  r 

119 
1  x.c 

31  Q 

Q  C 
9.0 

Hannaford  Brothers 

16.0 

265 

18.4 

11  0 
1 1.0 

9QH 
CoV 

10O 

Joy 

rthnr  G  McKee 

1  7  A 
1/.4 

£U£ 

9A  n 

1 A  K 
I7.O 

1  ^fi 

9n  r 

Republic  of  Texas 

16-0 

266 

15.2 

1  9  A 

13.U 

919 
212 

1 5.1 

Whirlpool 

17.4 

203 

16.8 

13.8 

160 

13.3 

Kewanee  Industries 

16.0 

267 

20.4 

19  9 

13.2 

1  09 

192 

lo.9 

m  Natural  Gas 

17  9 

9AA 

9n  q 

R  A 
o.*r 

ceo 
000 

in  fi 

1U.D 

Citicorp 

15.9 

268 

15.4 

13.2 

194 

9.4 

Delta  Air  Lines 

17  9 
1/.0 

OAK 

IE  C 
10.0 

a  7 
0./ 

R99 
000 

7  Q 

TRW 

15.9 

269 

18.4 

11.4 

306 

12.2 

Louisiana  Gas 

17  9 
1/.0 

one 

IK  n 
10. u 

Q  9 

4R7 
40/ 

O  A 

Occidental  Petroleum 

15.9 

270 

11.7 

R  A 

o.U 

RQ9 

oy  c 

fi  1 
0.1 

Circle  K 

17  5 
1/  .£ 

9A7 

1 C  9 
10.0 

19B 
10.0 

1  RR 
lOo 

1  0  A 

Koppers 

15.9 

271 

1  A  O 

19.3 

119 
1 1.2 

91  R 
OlO 

1A  9 
14.0 

Tenneco 

17.2 

208 

17.5 

8.3 

571 

8.8 

Crown  Cork  &  Seal 

15.8 

272 

16.0 

1  9  Q 
1£.0 

99R 
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ICQ 
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999 
CCC 

1  R 
1.0 
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1  s  s 

1J.J 

?87 

CO  1 

14.7 

7.2 

656 

7  9 

7.3 

Ferro 
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189 
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16.8 
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12.2 
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14.3 
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1  R  R 
10.0 

9Q1 
Cox 

1Q  1 

1=3.1 

11.0 

327 

13.1 

lAdolph  Coors 

10./ 

99Q 
CCV 

17(1 
l/.U 

•« 

1  c  9 
10.0 

Sheller-Globe 

15.4 

293 

23.5 

9.2 

479 

12.4 

igersoll-Rand 

1  C  7 

Id./ 

9on 
23U 

lo.u 

190 
13.9 

1  C7 
10/ 

119 

11.2 

AMF 

15.4 

294 

12.8 

10.2 

392 

8.3 
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Amsted 

14.7% 

327 

19.1% 

14.3% 
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18.70/c 

Merrill  Lynch  &  Co 

13.8o/o 
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E-Systems 

14.7 
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Central  Soya 

14.7 
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Giant  Food 

13.8 
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13.6 

9.9 
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Anheuser-Busch 

14.6 
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11.7 
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7.8 

Texas  Utilities 

13.8 
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7.2 
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Pac  Gamble  Robinson 

14.6 
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13.3 
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14.3 

Stop  &  Shop 

13.7 
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13.6 
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Interco 

14.6 
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397 
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14.6 
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6.8 
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13.7 
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Shell  Oil 

14.5 

336 

17.7 

11.0 
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Maremont 

13.7 
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12.7 

9.4 
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Central  &  South  West 

14.5 
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12.6 

7.1 
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No  Indiana  Pub  Svc 

13.7 
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14.1 

6.2 

734 

First  City  Bancorp 

14.5 

337 

14.6 

12.3 
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American  Brands 

13.7 
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11.7 

9.9 
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Signode 

14.5 

337 

13.4 

11.7 

291 
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Universal  Leaf 

13.6 

403 

17.4 

13.1 
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Rexnord 

14.5 

340 

19.3 

10.9 

338 

15.4 

Gardner-Denver 

13.6 

404 

8.3 

13.2 
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Zapata 

14.5 

340 

11.7 

6.8 

681 

4.8 

United  States  Shoe 

13.6 

404 

19.9 

10.6 

362  ] 

Insilco 

14.5 

342 

15.8 

8.2 

574 

9.3 

Harnischfeger 

13.6 

406 

16.9 

10.3 

383  1 

Eaton 

14.5 

343 

13.4 

10.2 

387 

8.9 

MBPXL 

13.6 

406 

16.6 

10.4 
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Continental  Illinois 

14.5 

344 

14.7 

13.0 

216 

12.7 

Trans  Union 

13.6 

406 

15.5 

5.4 
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Diamond  Intl 

14.5 

345 

13.8 

12.3 

254 

11.9 

Wachovia  Corp 

13.6 

406 

13.6 

12.2 

263  1 

Fairehild  Camera 

14.4 

346 

4.7 

10.6 

364 

4.5 

Mead 

13.6 

410 

18.5 

8.4 

568  1 

Central  Steel  &  Wire 

14.4 

347 

15.1 

13.5 

179 

14.6 

Quaker  Oats 

13.6 

410 

14.3 

9.9 

415  ] 

Federal  Co 

14.4 

347 

21.0 

12.5 

246 

18.6 

Cleveland  Bee  Ilium 

13.6 

412 

12.0 

6.9 

672 

Purex 

14.4 

349 

15.4 

10.2 

393 

11.2 

Houston  Ltg  &  Power 

13.6 

412 

14.6 

7.2 

650 

Seafirst 

14.4 

349 

13.4 

14.4 

143 

13.4 

Western  Air  Lines 

13.6 

412 

9.1 

6.3 

722 

Federated  Dept  Stores 

14.4 

351 

14.1 

13.2 

204 

13.6 

Kemper  Corp 

13.5 

415 

17.2 

13.3 

187  ; 

First  Bank  System 

14.4 

351 

12.9 

12.9 

218 

10.2 

Gould 

13.5 

416 

16.3 

9.9 

411 

United  Technologies 

14.4 

353 

19.0 

9.2 

484 

9.3 

Pillsbury 

13.5 

416 

14.2 

9.1 

497 

American  Cyanamid 

14.3 

354 

13.6 

11.6 

295 

11.0 

Lykes 

13.5 

418 

8.8 

5.7 

788 

Norton  Simon 

14.3 

354 

13.9 

9.8 

427 

9.3 

Super  Food  Services 

13.5 

418 

14.9 

8.7 

530 

Phillips  Petroleum 

14.3 

356 

15.6 

10.8 

346 

11.4 

Eltra 

13.4 

420 

13.3 

11.6 

293 

Knight-Ridder  News 

14.3 

357 

15.0 

11.6 

295 

13.2 

Joy  Manufacturing 

13.4 

420 

18.7 

11.4 

307 

Kimberly-Clark 

14.3 

358 

15.9 

10.9 

339 

11.8 

United  Refining 

13.4 

422 

5.3 

9.8 

425 

Mobil 

14.3 

359 

12.7 

11.7 

283 

10.2 

Kane-Miller 

13.4 

423 

11.4 

9.3 

476 

Massey-Ferguson 

14.2 
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17.8 

10.3 

385 
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El  Paso  Company 

13.4 

424 

11.8 

5.9 
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Zenith  Radio 

14.2 
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14.5 

13.6 
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Southland  Corp 

13.4 

424 

14.3 

9.5 
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Centex 

14.1 

362 

14.1 

8.2 

577 

7.7 

Scot  Lad  Foods 

13.4 
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2.5 

9.6 

435 
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14.1 

363 

14.8 

6.7 

695 

7.3 

Carpenter  Technology 

13.4 
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13.6 

11.5 

303 

Hughes  Tool 

14.1 

364 

14.4 

13.7 
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12.1 

American  Greetings 

13.4 

428 

12.5 

11.4 

305 

RCA 

14.1 

365 

13.3 

8.6 

541 

8.5 

Hercules 

13.4 

429 

14.9 

11.2 

318 

Texaco 

14.1 

366 

9.9 

10.8 

347 

7.8 

General  Dynamics 

13.3 

430 

17.4 

10.5 

368 

Richardson  Merrell 

14.0 
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14.2 

13.2 

192 

12.3 

Flickinger 

13.3 

431 

14.4 

11.8 

278 

Amer  Hoist  &  Derrick 

14.0 

368 

19.3 

8.4 

566 

11.6 

Howard  Johnson 

13.3 

431 

13.8 

12.8 

232 

Foster  Wheeler 

14.0 
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18.1 

12.2 

260 

14.5 

First  Chicago  Corp 

13.3 

433 

11.9 

11.0 

327 

Burroughs 

14.0 
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13.2 

10.9 

335 

11.3 

General  Signal 

13.3 
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14.3 

12.6 

241 

Tiger  International 

14.0 

370 

9.0 

5.9 

774 

4.7 

Miles  Laboratories 

13.3 
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10.9 

8.4 
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Campbell  Soup 

14.0 

372 

15.0 

13.3 
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13.9 

Bluebird 

13.3 

436 

13.3 

9.5 
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Oklahoma  Gas  &  Elec 

14.0 

373 

12.0 

6.9 

674 

6.0 

Wallace-Murray 

13.3 

436 

17.0 

7.5 

631 

AMAX 

13.9 

374 

10.6 

9.0 

502 

7.2 

Flavorland  Inds 

13.3 

438 

8.4 

9.2 

487 

Household  Finance 

13.9 

374 

16.5 

6.9 

677 

7.8 

Libbey-Owens-Ford 

13.3 

438 

14.7 

12.0 

267 

Mattel 

13.9 

376 

48.0 

2.7 

905 

22.3 

Outboard  Marine 

13.3 

438 

12.0 

11.1 

322 

Bank  of  New  York 

13.9 

377 

12.1 

11.7 

283 

10.4 

Duquesne  Light 

13.3 

441 

12.1 

6.0 

755 

Gt  Northern  Nekoosa 

13.9 

378 

15.8 

9.1 

492 

10.6 

Stewart-Warner 

13.2 

442 

15.2 

13.2 
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Mfrs  Hanover  Corp 

13.9 

378 

13.3 

12.2 

259 

9.9 

E 1  du  Pont 

13.2 

443 

13.9 

11.3 

311 

Gerber  Products 

13.9 

380 

17.0 

13.0 

215 

15.2 

Ohio  Edison 

J3.2 

443 

13.2 

6.0 

752 

McGraw-Hill 

13.9 

381 

15.6 

11.0 

325 

13.1 

Owens-Corning  Fbrgls 

13.2 

445 

16.7 

10.0 

406 

Tampa  Electric 

13.9 

381 

14.2 

6.1 

746 

5.9 

NIC0R 

13.2 

446 

14.5 

7.2 

656 

Northwest  Bancorp 

13.9 

383 

13.6 

11.8 

276 

11.5 

Southwestern  Life 

13.2 

447 

15.1 

13.2 

200 

ARA  Services 

13.9 

384 

12.2 

10.2 

393 

9.5 

Amfac 

13.1 

448 

7.2 

8.6 

541 

Reserve  Oil  &  Gas 

13.8 

385 

14.5 

12.9 

221 

11.2 

Dart  Industries 

13.1 

448 

15.6 

9.3 

469 

Kraft 

13.8 

386 

15.8 

11.8 

280 

13.3 

Metromedia 

13.1 

450 

20.8 

9.2 

490 

Newmont  Mining 

13.8 

386 

7.7 

9.8 

422 

6.1 

Crown  Zellerbach 

13.1 

451 

12.8 

9.2 

481 

Amer  Broadcasting 

13.8 

388 

12.6 

10.3 

382 

9.2 

Colonial  Stores 

13.1 

452 

12.7 

10.4 

377 

Ideal  Basic  Inds 

13.8 

389 

14.4 

10.9 

332 

10.2 

Gulf  Life  Holding 

13.0 

453 

11.8 

11.7 

288 

St  Paul  Companies 

13.8 

390 

20.0 

12.4 

251 

17.6 

Genl  Tire  &  Rubber 

13.0 

454 

14.0 

9.6 

447 
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911 

IPHV 

Company 

5-Yiar« 

Latest 

5-Year* 

Latest 

Company 

5-Year* 

Latest 

5-Year* 

Latest 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

1  International 

13.0% 

454 

5.50/o 

7.9% 

602 

4-4% 

*vf  Reorfc  Paner 

''■'Til 

51Q 

12  70A 

70 

0.070 

522 

0,  20A 

arris  Bankcorp 

1 0  n 

13.0 

A  CC 
400 

100 

12.9 

in  q 
10.9 

OAO 

343 

1  ft  *7 

10.7 

Liberty  Natl  Life 

12.4 

520 

11.8 

12.4 

249 

11.8 

Timken 

ion 
13.0 

A  CC 

400 

100 
12.3 

ion 
12.9 

on  a 

ZZ4 

lis? 

11.6 

Cyprus  Mines 

12.4 

521 

3.5 

13.3 

186 

4.6 

Motorola 

ion 
13.0 

A  CQ 

400 

101 
12.1 

11c 
11.0 

304 

inn 

10.9 

GATX 

12.4 

521 

7.7 

6.5 

704 

4.5 

stal  States  Gas 

ion 
13.0 

A  CO 

409 

10c 
12.6 

7  n 
/.0 

ceo 

669 

6.Z 

Ball  Corp 

12.4 

523 

14.2 

10.5 

367 

10.7 

Time  Inc 

13.0 

459 

14.5 

9.7 

428 

11.3 

Intl  ^v*rlpmc 

Hill  OJOlClllJ 

1?  4 

524 

** 

in  n 

dni 

•« 

;astle  &  Cooke 

ion 
13.0 

AC! 

461 

100 

13.9 

0  0 

9.Z 

A  01 

481 

ft  C 

9.6 

Interlake 

12.3 

525 

14.2 

10.1 

400 

12.0 

Perkin-FJmer 

ion 
13.0 

461 

ion 
12.0 

100 
13.2 

onA 
204 

1 0  n 
12.0 

LTV 

12.3 

525 

7.0 

5.8 

780 

4.7 

Champion  Intl 

ion 
13.0 

A  CO 

463 

10c 
13.6 

"7  O 

ceo 
603 

"I  A 

1 A 

Hilton  Hotels 

12.3 

527 

12.0 

7.5 

631 

9.0 

Amtel 

ion 

13.0 

A  CA 

464 

"7  1 

7.1 

O  C 

0.6 

coc 
036 

5.0 

Florida  Power  &  Lt 

12.3 

528 

10.1 

6.3 

720 

5.3 

ausch  &  Lamb 

13.0 

464 

15.0 

10.0 

402 

11.2 

Middle  South  Utils 

IVIIUUIC  vVUlll  VUI3 

528 

in  n 

54 

81 1 

ox  x 

4.5 

Brunswick 

ion 

1Z.9 

ACC 

466 

11.9 

inn 
10.0 

401 

0  1 

9.1 

Long  Island  Lighting 

12.3 

530 

14.2 

6.2 

734 

6.5 

I  Hawley  Hale 

12.9 

ACC 

466 

1  1  "7 
11./ 

ct  1 

9.1 

491 

■7  *7 

7.7 

Sybron 

12.3 

531 

11.2 

9.9 

411 

8.9 

Waldbaum 

TOO 

1Z.9 

ACC 

46b 

1  A  1 

14.1 

1  n  c 
lO.b 

occ 
366 

1 1  n 
11.9 

Gamble-Skogmo 

12.3 

532 

10.3 

7.7 

614 

6.5 

ker-Worthngtn 

ion 

1Z.9 

Iff! 

469 

1  n  0 

19.8 

•7  a 
7.9 

roc 

596 

110 
ll.Z 

Gulf  Oil 

12.3 

533 

11.9 

10.1 

398 

10.2 

Masonite 

12.9 

470 

11.1 

11.7 

283 

9.9 

Wells  Farm 

12  2 

514 

IJ.w 

9 1 

475 

ft  w 

9.5 

utler-Hammer 

ion 
1Z.9 

A  "71 

4/1 

104 
13.4 

10.Z 

0  aa 

390 

1  n  0 

10.3 

Equimark 

12.2 

535 

8.4 

8.8 

520 

6.8 

Lane  Bryant 

1  o  o 

12.8 

jno 
47Z 

111 
11.1 

1  n  0 
10.8 

34o 

0  0 
9.Z 

Gulf  States  Utils 

12.2 

536 

11.1 

5.6 

798 

5.2 

Avis 

1  0  o 

12.8 

4/3 

100 
12.8 

c  0 
6.6 

6/9 

■7  n 
7.0 

Comsat 

12.2 

537 

10.4 

10.9 

339 

9.3 

Tektronix 

i  o  o 
12.8 

At  A 

474 

1  c  1 

lo.l 

1  O  "7 

1Z.7 

00"7 

Z37 

100 
13.8 

Capital  Holding  Corp 

12.2 

538 

12.8 

12.0 

272 

12.7 

Esmark 

12.8 

475 

12.9 

9.0 

504 

9.3 

Garfinckel  Rrook*  Rrot 

12.1 

539 

11.2 

9  5 

451 

8.8 

Emhart 

10  0 

12.8 

4/6 

ICO 

16.2 

101 
12.1 

occ 
266 

ICC 

16.6 

Bendix 

12.1 

540 

14.2 

9.7 

431 

11.4 

cific  Pwr  &  Lt 

1  o  0 

12.8 

•ill 

10c 
13.0 

c  1 
6.1 

TAO 

/42 

c  0 
6.2 

Crown  Central  Petrol 

12.1 

540 

14.4 

8.7 

525 

9.7 

Rockwell  Intl 

1 0  0 

12.8 

A  "7  "7 
'til 

11.8 

0  n 
9.0 

cm 
001 

■7  0 
1.0 

Hiram  Walker 

12.1 

540 

10.2 

11.5 

300 

9.4 

CIT  Financial 

12./ 

a  *7n 
4/9 

1 0  1 
1Z.7 

c  0 
6.3 

TiA 

7Z4 

c  0 

6.3 

Allied  Chemical 

12.1 

543 

11.8 

8.4 

552 

7.7 

Greyhound 

12.7 

479 

12.9 

8.8 

522 

8.7 

Whaelahrator-Frve 

12.1 

544 

14.1 

9.5 

448 

11.3 

Walter  Kidde 

12.7 

479 

12.5 

8.8 

524 

8.1 

Amer  Hospital  Supply 

12.1 

545 

12.8 

1L3 

314 

112 

igheny  Power 

12.7 

482 

13.9 

6.4 

716 

7.0 

Brockway  Glass 

12.1 

545 

16.2 

10.0 

403 

12.8 

Sperry  Rand 

12.7 

482 

12.7 

9.7 

433 

9.1 

Columbus  &  So  Ohio 

12.1 

545 

13.7 

6.3 

726 

6.4 

in  Elec  Power 

12.7 

484 

12.0 

5.9 

766 

5.8 

Getty  Oil 

12.1 

548 

13.4 

10.9 

343 

11.3 

Pullman 

12.7 

484 

11.6 

10.2 

393 

10.1 

*tpart_  Roebuck 

12  1 

U.l 

548 

11.5 

10.5 

370 

9.5 

Fidelcor 

12.7 

486 

8.3 

9.7 

430 

6.7 

Lear  Siegler 

12.1 

550 

17.9 

8.6 

539 

11.1 

llinois  Power 

12.7 

486 

13.0 

6.0 

747 

6.3 

Martin  Marietta 

12.1 

550 

12.2 

8.0 

594 

8.5 

NCNB 

12.7 

486 

8.7 

9.5 

454 

6.5 

R  R  Donnelley  &  Sons 

12.1 

552 

12.7 

10.9 

335 

11.4 

States  Power 

12.7 

486 

12.7 

5.6 

796 

5.8 

Servomation 

12.0 

553 

12.4 

9.5 

460 

9.9 

'G  Industries 

12.7 

490 

16.3 

9.2 

484 

11.0 

Carolina  Pwr  A  Lt 

12  0 

554 

12.3 

5.7 

782 

5.8 

il  Corp  of  Am 

12.7 

491 

14.0 

12.4 

252 

13.7 

Kaiser  Steel 

12.0 

554 

6.8 

&0 

591 

5.4 

fferson-Piloi 

12.7 

491 

12.6 

12.7 

239 

12.6 

Columbia  Gas  System 

12.0 

556 

11.4 

6.4 

707 

6.0 

alTel&Elec 

12.6 

493 

13.8 

6.1 

742 

6.5 

Marriott 

12.0 

557 

11.8 

6.4 

712 

6.2 

Nashua 

12.6 

493 

8.1 

9.8 

424 

6.3 

North  Amer  Philips 

12.0 

558 

14.0 

8.7 

525 

8.2 

Peabody  Intl 

12.6 

493 

13.0 

10.5 

371 

9.9 

Flnriiifl  Pnwer 
nui  lufl  1  winji 

11.9 

559 

11.2 

52 

825 

4.8 

tin  Industries 

12.6 

496 

27.7 

9.0 

499 

18.0 

AriTnna  Public  ^tprvidp 

11.9 

560 

10.8 

6.3 

727 

5.3 

r supermarkets 

12.6 

496 

17.9 

9.7 

433 

13.0 

Natl  Detroit  Corp 

1L9 

560 

11.1 

10^2 

387 

9.6 

F  Industries 

12.6 

498 

14.8 

7.1 

661 

8.0 

Pa  Power  &  Light 

11.9 

562 

10.8 

6.1 

740 

5.7 

■;  hor  Hocking 

12.6 

498 

16.3 

10.6 

362 

12.9 

H  J  Heinz 

119 

563 

13.6 

9.5 

454 

10,7 

i  JMuttifoods 

12.6 

498 

14.6 

9.3 

474 

10.2 

Collins  &  Aikman 

11.9 

564 

15.8 

9.8 

420 

13.4 

1  itinental  Tel 

12.6 

501 

11.8 

5.7 

789 

5.5 

^und  (brand 

11.9 

564 

17.6 

7.3 

648 

9.6 

Humana 

12.6 

502 

13.9 

5.9 

767 

5.1 

Rrnwnina-F*iri*  Inds 

DlUW fllllgT CI  1 1*  IIIU0 

11.9 

566 

9.0 

8.7 

531 

5.5 

»  lelphia  Natl 

12.6 

502 

11.1 

10.7 

360 

9.0 

Northrop 

1L9 

567 

15.4 

8.8 

515 

12.0 

>  tymond  Intl 

12.6 

502 

19.8 

9.8 

421 

13.7 

Allied  Stores 

11.9 

568 

14.0 

7.2 

655 

8.9 

h  Charter  Finl 

12.6 

505 

14.1 

12.5 

245 

13.5 

National  Can 

11.9 

568 

11.0 

8.4 

561 

8.1 

York  Times 

12.6 

505 

10.2 

11.3 

312 

8.9 

Clark  Oil  &  Refining 

11.8 

570 

12.7 

8.1 

583 

7.9 

i  i  Robertson 

12.6 

505 

13.0 

10.7 

358 

10.8 

Dean  Foods 

l/CB  1 1  ■  UVU3 

11.8 

571 

18.9 

9.2 

486 

13.6 

*  tell  Douglas 

12.6 

508 

11.9 

9.9 

414 

10.2 

Cnrninor  Class  Works 

wining  uio*o  nwiH 

11.8 

572 

14.4 

10.0 

407 

11.4 

Munford 

12.5 

509 

12.3 

8.4 

558 

7.6 

American  Standard 

1L8 

573 

17.2 

8.5 

546 

13.7 

fctn  Engineerg 

12.5 

510 

13.8 

9.6 

435 

10.6 

Sav-On-Drugs 

11.8 

573 

12.2 

11.7 

286 

11.5 

W  R  Grace 

12.5 

510 

9.0 

9.0 

504 

7.4 

Cincinnati  G  &  E 

11.7 

575 

8.5 

6.2 

737 

5.2 

* 

al  Distillers 

12.5 

512 

14.7 

8.8 

515 

11.1 

Kellwood 

11.7 

576 

14.5 

9.2 

480 

10.2 

irtrust  Corp 

12.5 

512 

12.3 

11.5 

300 

10.4 

Consolidated  Foods 

11.7 

577 

15.8 

96 

435 

12.1 

r 

mmunicatn 

12.5 

514 

6.8 

7.9 

602 

4.8 

Cone  Mills 

11.6 

578 

19.0 

10.3 

384 

15.5 

egel  Textile 

12.5 

515 

19.2 

8.6 

535 

13.6 

Hanna  Mining 

11.6 

578 

17.4 

10.5 

371 

15.8 

ternational 

12.5 

516 

8.6 

10.1 

398 

7.0 

Safeco 

11.6 

580 

15.4 

9.5 

450 

11.8 

A  B  Dick 

12.5 

516 

4.4 

9.5 

460 

3.6 

Southeast  Banking 

11.6 

581 

6.4 

8.8 

515 

5.0 

nley  Works 

12.5 

518 

13.7 

10.2 

396 

10.3 

Carborundum 

11.6 

582 

12.5 

9.7 

429 

9.7 

n  e  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables. 
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RETURN  ON  CAPITAL 

J^JyJSEBj  HC3EEE 

5-Year* 

Latest 

5-Year* 

Latest 

Company 

5-Year* 

Latest 

5-Year* 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Average 

Rank 

ix.u  /o 

582 

11  7% 

9.6% 

440 

92% 

General  Cable 

10.8% 

647 

81% 

8.4o/0 

561 

Jewel  Companies 

11.5 

584 

10.4 

7.7 

616 

6.9 

Armco  Steel 

lU.o 

04  o 

ft  0 

7  A 

1 A 

con 

oo9 

May  Dept  Stores 

11.5 

585 

13.0 

7.9 

600 

8.3 

Carson  Pirie  Scott 

1U.0 

D*+0 

iL.  J 

7  A 

CC7 

bo/ 

N  L  Industries 

11.5 

586 

10.7 

O.U 

con 

7  C 

Babcock  &  Wilcox 

in  r 

i.w.0 

X  D.  1 

ft  c. 
0.0 

340 

Owens-Illinois 

11.5 

586 

12.4 

7.6 

619 

O  A 

8.4 

U  S  Fidelity  &  Gty 

lU.o 

DDU 

1C  J) 

1  A  7 

W.I 

OCA 
033 

Alf  CO 

11  5 

588 

16.0 

7.2 

656 

9.6 

Fruehauf 

10.7 

652 

13.1 

7.8 

608 

Maryland  Cup 

11.5 

588 

13.2 

7  Q 

CIO 

O.D 

Pacific  Gas  &  Elec 

in  7 

1U./ 

DDO 

y.3 

r;  ft 
3.0 

777 
III 

Congoleum 

11.5 

590 

def 

Dlo 

Security  Pacific 

in  7 

1U./ 

D  JO 

in  c 
1U.3 

1  A  A 
1U.4 

0/4 

Northeast  Utilities 

11.5 

591 

10.9 

O./ 

70Q 

K  0 
D.Z 

First  Natl  Boston 

in  7 

1U./ 

ODD 

Q  1 
0.1 

O  A 

3.U 

a  no. 

433 

Aetna  Life  &  Cas 

11.4 

592 

14.4 

in  q 

OC.Q 
ODJ 

lob 

Allegheny  Ludlum  Inds 

1  n  7 

1U./ 

O  JO 

9  A 

7  A 
1 A 

RA1 
041 

H  F  Ahmansnn 

11.4 

593 

11.9 

11.6 

294 

11.9 

Armstrong  Cork 

10.7 

657 

12.1 

8.9 

511 

Chase  Manhattan  Corp 

11.4 

593 

6.1 

0.9 

ouy 

C  9 

National  Fuel  Gas 

i  n  7 

1U.  / 

030 

C  7 
O./ 

oy  i 

Talley  Industries 

11.4 

593 

13.5 

7  Q 

I.O 

oUo 

ft  9 
O.Z 

Va  Electric  &  Power 

1  A  7 

W.I 

030 

y.D 

c.  "2 
3.3 

Q91 
OL1 

Pabst  Brewing 

11.4 

596 

13.3 

11). 4 

1  9  A 

1Z.U 

Anderson-Clayton 

1  A  C 
1U.0 

CCA 

ooU 

1  O  7 

A  A 

9.U 

Johnson  Controls 

11.4 

597 

15.0 

a  c 
9.0 

A  A  1 

441 

11.4 

Gt  Western  Financial 

1  A  £ 
1U.0 

obi 

O.D 

1  A  9 
1U.Z 

Job 

Fir^t  Ppnna  Corn 

11.4 

598 

1.6 

8.5 

549 

2.5 

Signal  Companies 

10.6 

662 

6.1 

7.8 

612 

National  Airlines 

11.4 

598 

1.1 

C  7 

70C 
/OD 

1  Q 
1.0 

Union  Electric 

1  A  C 

lu.o 

ceo 
DOJ 

1  Q  A 

D.O 

7Q0 

Atlantic  Richfield 

11.3 

600 

15.5 

O  7 
O,/ 

C30 
jJZ 

in  c 
1U.D 

Amer  Genl  Insurance 

1  A  C 
10. 0 

CCA 

bb4 

1  1  o 
11.0 

>I77 

4/ / 

ERC 

11.3 

600 

13.6 

110 
11. 1 

01  c 
OlO 

io  c 
1Z.D 

Crocker  Natl  Corp 

1  A  C 

10.3 

bbb 

1  A  1 
10.1 

O  0 

D/D 

Ford  Motor 

11.3 

602 

15.5 

Q  7 

A'iO 

19  9. 

Coca-Cola  Bottling  NY 

1  A  C 

10.5 

666 

1  A  1 

10. £ 

1  A  O 

lU.o 

ODD 

So  Carolina  E  &  G 

11.3 

602 

11.9 

5.6 

797 

5.7 

Crum  &  Forster 

10.5 

666 

10.1 

9.9 

415 

Dravo 

11.3 

604 

13.0 

Q  A 

O.U 

C09 

7  9 

Niagara  Mohawk  Pwr 

in  I 

10.4 

ceo 
boo 

1  A  A 
10.0 

C  9 
3.0 

QIC 

01 J 

Zale 

11.3 

604 

9.8 

lU.o 

040 

3.4 

So  Calif  Edison 

10.4 

ceo 

668 

1  A  O 

lu.o 

C  A 

b.U 

/Do 

Western  Bancorp 

11.3 

606 

10.1 

a  a 

3.4 

AC9 

0.4 

Columbia  Pictures 

10.4 

670 

94.2 

A  7 
0./ 

ooc 

yzo 

Baltimore  Gas  &  Elec 

11.3 

607 

11.7 

O.U 

/DO 

0.4 

Reeves  Brothers 

10.4 

671 

12.9 

O  0 

o.o 

D/U 

CleveTrust  Corp 

11.3 

607 

10.7 

11.3 

312 

10.7 

Chemetron 

10.4 

672 

9.2 

7.6 

619 

R  H  Macy 

11.3 

607 

13.4 

7.Z 

660 

O  7 
0./ 

Mellon  National  Corp 

10.4 

672 

9.1 

9.9 

409 

Intl  Tel  &  Tel 

11.2 

610 

9.9 

8.4 

566 

7  9 

7.3 

Sperry  &  Hutchinson 

10.4 

672 

9.4 

9.5 

454 

Certain-teed 

11.2 

611 

13.2 

9.0 

507 

A  n 

9.9 

Envirotech 

10.3 

675 

13.7 

9.6 

443 

Delmarva  Power  &  Lt 

11.2 

611 

10.4 

C  A 

5.9 

7C9 

762 

E  7 
D./ 

American  Tel  &  Tel 

10.3 

676 

10.9 

6.4 

716 

Rohm  &  Haas 

11.2 

611 

7.2 

9.4 

463 

5.8 

San  Diego  Gas  &  Elec 

10.3 

676 

14.7 

6.2 

732 

Charter  New  York 

11.2 

614 

U.I 

O  7 

8.7 

coo 

Vo 

O  c 

0.3 

Scott  Paper 

10.3 

678 

11.2 

7.8 

605 

Twentieth  Century-Fox 

11.2 

615 

7.7 

c  o 

0.0 

CQA 

bo4 

c.  A 

United  States  Steel 

10.3 

679 

9.1 

8.0 

589 

Wisconsin  Elec  Power 

11.2 

616 

11.9 

C  A 

0.4 

71  Q 

o.a 

Continental  Group 

10.3 

680 

13.6 

7.4 

637 

Commonwealth  Edison 

11.1 

617 

11.7 

r  7 

5.7 

7QA 

/o9 

C  1 
0.1 

Rochester  Gas  &  Elec 

10.3 

680 

10.1 

6.1 

745 

Inland  Steel 

11.1 

617 

9.4 

8.1 

586 

6.8 

McGraw-FHicnn 

10.3 

682 

14.5 

9.5 

454 

Public  Service  Colo 

Hi 

619 

11.2 

b.b 

OAC 

c  o 
3.0 

Momson-Knudsen 

10.3 

683 

10.6 

8.6 

537 

FMC 

u.i 

620 

8.9 

O  A 

8.4 

CCA 

334 

c  c 
0.0 

Brooklyn  Union  Gas 

10.3 

684 

10.1 

5.9 

758 

Midland-Ross 

H.i 

621 

12.8 

8.4 

565 

A  C 

9.5 

Perini 

10.2 

685 

12.9 

7.8 

608 

New  England  G  &  E 

u.i 

621 

12.0 

5.4 

813 

c  c 
3.0 

Hammerniill  Paper 

10.2 

686 

11.1 

6.8 

686 

National  Industries 

n.i 

623 

12.1 

7.9 

599 

8.9 

Phplns  Oorlpp 

■  flwl|#J  WUKv 

10.2 

687 

5.8 

8.6 

539 

N  Y  State  Elec  &  Gas 

u.i 

623 

12.2 

6.0 

753 

6.1 

Southern  Railway 

10.1 

688 

10.7 

5.9 

762 

Bankers  Trust  NY 

U.I 

625 

7.2 

9.2 

481 

6.4 

Fairmont  Foods 

10.1 

689 

11.5 

7.5 

635 

Dayton  Power  &  Light 

11.1 

625 

10.4 

6.0 

748 

5.9 

Cities  Service 

10.1 

690 

12.5 

8.1 

583 

A-T-0 

U.I 

627 

11.6 

7.6 

624 

7  A 

7.4 

Walgreen 

10.1 

691 

12.1 

7.4 

640 

Chemical  New  York 

11.0 

628 

10.7 

9.2 

487 

8.5 

Lone  Star  Industries 

10.1 

692 

9.1 

7.2 

653 

Globe-Union 

11.0 

629 

15.6 

8.8 

518 

11.4 

Hon vp r  Cn 

IIVUICI  wU 

10.1 

693 

3.1 

9.2 

477 

New  England  Electric 

11.0 

630 

11.3 

5.6 

799 

5.5 

Inmont 

■  ■■■■■Villi 

10.0 

694 

13.2 

7.9 

596 

Atlanta  Gas  Light 

11.0 

631 

8.0 

5.8 

779 

4.8 

Girard 

10.0 

695 

4.8 

7.7 

614 

Dayton-Hudson 

11.0 

632 

15.4 

7.5 

629 

10.4 

Holiday  Inns 

10.0 

695 

7.6 

6.7 

694 

Walt  Disney 

11.0 

633 

11.9 

9.3 

470 

10.7 

F  W  Woolworth 

10.0 

697 

11.3 

7.6 

coo 

622 

George  A  Hormel 

11.0 

633 

11.6 

10.8 

355 

10.4 

Johns-Manville 

9.9 

698 

10.6 

8.5 

C  A  A 

549 

Celanese 

11.0 

635 

11.9 

6.8 

681 

6.9 

Bemis 

9.9 

699 

9.5 

7.5 

631 

Brown  Group 

10.9 

636 

11.3 

9.3 

472 

8.7 

Cullum  Companies 

9.9 

699 

14.9 

7.3 

646 

Firestone 

10.9 

637 

9.1 

8.3 

571 

6.8 

Consol  Natural  Gas 

9.9 

701 

10.3 

6.4 

7A0 
/U3 

Pennwalt 

10.9 

638 

13.4 

8.4 

564 

9.2 

Investors  Div  Svcs 

9.9 

701 

9.7 

r  o 

6.8 

CQ9 

boo 

Ceco 

10.9 

639 

5.5 

8.3 

573 

4.7 

Potomac  Elec  Power 

9.9 

703 

10.8 

c  9 

6.2 

79A 
/OU 

Republic  Natl  Life 

10.9 

639 

10.8 

345 

Pub  Svc  Elec  &  Gas 

9.8 

704 

10.4 

5.3 

09A 

820 

Associated  Dry  Goods 

10.9 

641 

9.0 

8.8 

518 

7.4 

Bethlehem  Steel 

9.8 

705 

7.8 

7.8 

611 

Borden 

10.9 

642 

12.5 

8.4 

558 

9.6 

Chic  Pneumatic  Tool 

9.8 

706 

5.4 

10.2 

390 

Hyster 

10.9 

642 

10.8 

9.1 

492 

8.6 

Thrifty  Drug  Stores 

9.8 

706 

9.8 

7.7 

618 

Gray  Drug  Stores 

10.8 

644 

13.7 

8.9 

509 

10.6 

General  Public  Utils 

9.8 

708 

9.3 

5.1 

827 

Southern  Company 

10.8 

645 

9.9 

4.9 

845 

4.4 

Del  E  Webb 

9.8 

708 

8.8 

6.3 

720 

NLT 

10.8 

646 

12.0 

10.8 

355 

11.5 

Goodyear 

9.8 

710 

5.6 

7.5 

627 

*  The  average  return  may  be  for  less  than  a  5-yaar  period  as  footnoted  in  individual  Yardsticks  tables.       def  Deficit. 

**  Not  available. 
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Who's  Where  in  Profitability 


RETURN  ON  EQUITY 


RETURN  ON  CAPITAL 


RETURN  ON  EQUITY 


RETURN  ON  CAPITAL 


] 

Company 

5-Year* 

Latest 

5-Year* 

Latest 

.  5-Year* 

Latest 

5-Year* 

Latest 

Average 

Rank 

12  Months 

Awe  rage 

Rank 

12  Months 

Company  Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

ichmond  Corp 

9  7% 

J./  /Q 

711 

10.8% 

9  6% 

439 

10  1% 

Standard  Oil  Ohio 

8.5% 

775 

9  0% 

3.U  /O 

5  90A 

0.3  /0 

758 

4  (1% 

t.u  /o 

Transamerica 

9.7 

712 

14.0 

7.1 

663 

9.1 

American  Financial 

8.4 

776 

def 

5.9 

771 

4.3 

nerican  Stores 

9.7 

713 

12.8 

8.1 

582 

10.4 

Morton-Norwich 

8.4 

776 

def 

6.6 

700 

0.3 

w  England  Tel 

9.7 

714 

10.4 

5.9 

767 

6.1 

Ryder  System 

8.4 

778 

16.9 

5.6 

799 

7.7 

Travelers 

9.7 

714 

9.6 

9.1 

492 

9.1 

Polaroid 

8.4 

779 

10.5 

8.4 

568 

10.5 

Phila  Electric 

9.6 

716 

9.7 

5.3 

821 

5.2 

Champion  Home 

8.4 

780 

def 

8.5 

546 

def 

Superior  Oil 

9.6 

716 

8.4 

8.9 

514 

8.6 

Detroit  Edison 

8.4 

780 

7.8 

4.6 

856 

4.4 

Federal-Mogul 

9.6 

718 

16.0 

8.0 

588 

10.2 

Pitney-Bowes 

8.4 

780 

10.6 

6.2 

737 

7.8 

Foxboro 

9.6 

719 

15.4 

8.9 

511 

13.4 

Magic  Chef 

8.3 

783 

9.9 

7.4 

644 

9.1 

GAF 

9.6 

719 

6.8 

6.4 

707 

5.2 

SUM 

R  "3 
O.O 

784 

11.5 

6.2 

736 

8.0 

Interpace 

9.6 

721 

12.8 

7.3 

647 

8.2 

Northwest  Airlines 

8.3 

785 

7.9 

5.6 

795 

5.4 

terman  Foods 

9.6 

722 

5.7 

7.9 

601 

4.7 

Avco 

8.3 

786 

32.3 

5.8 

775 

12.5 

Duke  Power 

9.6 

722 

12.5 

5.1 

835 

6.0 

First  Wisconsin  Corp 

8.3 

787 

7.2 

6.6 

703 

5.4 

is  &  Southern 

9.6 

724 

8.1 

9.0 

507 

7.5 

Reynolds  Metals 

8.3 

788 

10.9 

4.8 

849 

6.0 

r  Medical  Intl 

9.6 

725 

10.5 

6.3 

728 

5.6 

Nationwide  Corp 

8.3 

789 

8.5 

8.5 

551 

8.3 

Lukens  Steel 

q  6 

726 

9.2 

8.1 

581 

7.9 

Fingerhut 

8.2 

/3U 

19  7 

7  1 
/  .o 

R44 

Of  3 

m  i 

xu.o 

Borg-Warner 

9.5 

727 

11.1 

8.4 

555 

9.8 

Union  Pacific 

8.2 

7Q1 
/  91 

q  k. 

9.0 

fi  (1 

D.U 

748 

/  HO 

fi  R 
o.o 

Budd 

J.J 

728 

13.8 

6  8 

U.O 

688 

8  4 

Westinghouse  Elec 

8.2 

7Q1 
/31 

111 
1  l.o 

R  R 
O.D 

7(1? 

8  R 
o.o 

Ex-Cell-0 

Q  K 

3.0 

7?4 

/  LJ 

11.2 

7  Q 

598 

9  8 

Chessie  System 

8.2 

7Q1 
/90 

Q  7 

3./ 

4  0 

*f  .3 

840 
OHU 

5  8 

o.o 

Havatampa 

9.5 

729 

8.3 

8.4 

552 

7.4 

Seaboard  Coast  Line 

8.1 

794 

7.8 

5.5 

807 

5.4 

d  Alld  Milling 

44 

711 
/  j  i 

Q  7 
3./ 

7  5 
/  .o 

bio 

UOU 

fi  9 

0.3 

G  C  Murphy 

8.1 

7QR 

o  c 

O.O 

R  5 

o.o 

7(14 
/Uf 

fi  8 
o.o 

Trane 

9  4 

/  Ot. 

10.7 

8.1 

583 

8.9 

Stokley-Van  Camp 

8.1 

7Q5 

o.u 

fi  4 

0.3 

R78 
o/  o 

S  1 
o.x 

ton  Natl  Corp 

Q  4 

732 

9  2 

8.7 

534 

7.7 

Alcoa 

8.0 

7Q7 

7  1 

5  R 
0.0 

an? 

^  n 

o.u 

Norton 

q  a 

714. 

/  Of 

in  7 

8  1 

O.  X 

578 

o/  o 

8  S 

o.o 

American  Can 

7.9 

7QR 

/JO 

r  n 
o.u 

74a 

/  *t  o 

a  4 

0.3 

Honeywell 

9.4 

735 

9.8 

6.7 

695 

6.7 

Akzona 

7.9 

799 

5.1 

5.9 

758 

4.0 

Marshall  Field 

4  4 

715 

0.3 

8  1 
o.x 

574 
j  i  *» 

S  9 

0.3 

Carrier 

7.9 

ann 

OUU 

R  9 

O.L. 

R  4 

71  9 

fi  1 
o.o 

Chubb 

4  1 

717 

i  Of 

1  ?  8 

3-U 

11  4 

Union  Bancorp 

7.9 

am 

oux 

fi  9 

0.£ 

fi  7 
o.  / 

R48 

030 

o.o 

int-Pepperell 

9  1 

J.O 

737 

11.4 

8.4 

555 

10.3 

Cabot 

7.8 

an? 

1?  1 

I  U.J 

fi  ? 

732 

8.7 

ASARCO 

O-O 

739 

3.6 

8.5 

545 

3.3 

SCOA  Industries 

7.8 

am 

ouo 

14  1 

X9.X 

S  7 
o./ 

785 

12.2 

dated  Edison 

9.3 

740 

11.8 

5.1 

830 

6.0 

Republic  Steel 

7.8 

804 

5.1 

6.2 

730 

4.3 

win-Williams 

Q  1 

3.0 

741 
/fx 

R  1 
o.o 

7  4 

fi4? 

Oft 

s  ? 

0.£ 

ConAgra 

7.7 

OU  J 

11  4 

01.9 

5  fi 
o.u 

801 
oux 

IS  4 

Grumman 

Q  ■) 
3.0 

74? 

?1  1 

£X.O 

1  R 

O.J 

884 

1(1  7 

Hart  Schaff  &  Marx 

7.7 

ans 

ouo 

fi  4 

0.9 

fi  8 

684 

6.4 

An  Natl  Corp 

Q  0 

741 

/  HO 

R  4 

Q  1 

4Q? 

f&L 

8  8 

o.o 

City  Investing 

7.7 

807 
ou/ 

fi  7 
o.  / 

*/.o 

776 

5.1 

-.  rlington  Inds 

4  9 

744 

117 
11./ 

7  1 

RRR 

DDO 

8  Q 

0.3 

Keystone  Consolidated 

7.7 

8fl7 
ou/ 

o.o 

R  n 

o.u 

748 

/  to 

4  4 

jildcrest  Mills 

9.1 

745 

13.3 

6.7 

692 

9.1 

H  K  Porter 

7.6 

809 

11.2 

6.8 

679 

9.8 

Hum  &  Chern 

Q  1 

3.1 

74R 
/  *rO 

7  4 

R  7 
o.  / 

784. 

/  Of 

4  Q 

DeSoto 

7.6 

81(1 
oxu 

11  8 
X  x.o 

fi  7 
p./ 

695 

10.1 

Dillingham 

q  1 

3.X 

747 
Iff 

1 1  n 

10.  u 

R  7 

0*/ 

78R 
/  oo 

7  8 
/  .o 

Mohasco 

7.5 

81 1 

OX  X 

4  ? 

3*£ 

fi  1 

7?9 

6.3 

:  iggett  Group 

4  1 

74R 
/fo 

Q  R 

J.  D 

7  7 
/ ./ 

R1  7 

01  / 

8  1 
o.x 

Santa  Fe  Industries 

7.5 

81? 

OIL 

7  7 

jo 

805 

5.5 

Hanes 

q  1 

74Q 
/  H3 

17  8 
1  /  .O 

7  4 
/.f 

R17 
oo/ 

14  1 

XH.O 

U  S  Industries 

7.4 

811 
oxo 

5  (1 
o.u 

fi  7 
o./ 

692 

5.2 

Seagram 

q  1 

74Q 
/«*3 

8  8 

o.O 

7  R 

R1R 

ooo 

7  1 
/  .1 

Sun  Chemical 

7.4 

814 
ox*t 

Ifi  (1 
xu.u 

S  1 

O.  A 

827 

9.6 

1  Weingarten 

9.1 

751 

13.5 

7.0 

666 

10.5 

Marine  Midland  Banks 

7.3 

815 

def 

5.9 

771 

0.7 

li  athan  Logan 

q  i 

9.1 

7R? 

/  JL 

q  c 

7  c 

/  .3 

R11 
OOl 

8  1 

O.l 

Culbro 

7.3 

816 

9  5 

6.2 

739 

7.1 

1'  itz  Furniture 

Q  ft 

7R1 
I  DO 

R  4 
3.*r 

8  1 
o.x 

R8(l 
joU 

4  8 

J  P  Stevens 

7.2 

817 
ox  / 

in  ? 

S  9 

767 

7.9 

i!  jmers  Power 

q  n 
3.U 

754 

1?  1 
X£.o 

4  7 

H./ 

854 
OOH 

O.O 

Flintkote 

7.2 

818 

5.5 

5.5 

809 

4.3 

atiortal  Steel 

q  n 

3.U 

7R4 
/  of 

7  n 
/  .u 

R  8 
O.o 

R88 
OOO 

0.£ 

Pneumo  Corp 

7.1 

819 

18.3 

6.3 

724 

13.5 

i  ites  Gypsum 

o  n 

3  U 

7RR 

R  1 

o.o 

7  R 

R1Q 

013 

R  R 
O.D 

IC  Industries 

7.1 

a?n 

0£.U 

7  (1 

/  .u 

5  1 

J.  JL 

832 

4.8 

1  arathon  Mfg 

8.9 

757 

19.1 

5.6 

802 

12.0 

Kaiser  Industries 

7.1 

821 

6.8 

6.6 

701 

7.4 

iston  Edison 

8  K 
o.o 

7RR 
/Do 

7  1 
/.o 

4  7 
f.f 

OOl 

4  8 

Rose's  Stores 

7.1 

822 

8  9 

7.1 

664 

8.3 

t<  mal  Gypsum 

0  Q 
O.O 

7RR 

/  JO 

8  1 
o.l 

7  9 

RRD 

OOl/ 

fi  7 
o./ 

Automation  Inds 

7.0 

823 

14.5 

5.9 

764 

12.3 

INA 

0  0 
o.o 

/  OU 

7  R 
/.0 

a  7 

o./ 

R?R 

JLO 

7  7 

Wheeling-Pitts  Steel 

7.0 

823 

2.1 

5.6 

793 

2.9 

1  kets  General 

R  7 

o./ 

7R1 
/Dx 

IIS 
11.  3 

R  Q 

3.3 

771 
ill 

7 

Allied  Products 

6.9 

825 

1  4 

5.3 

816 

3.2 

Simmons 

u.O 

7fi? 

7  7 
/./ 

7  R 
/.0 

R91 
OiO 

fi  7 

u./ 

McLouth  Steel 

6.9 

826 

4.6 

5.3 

819 

4.0 

K  an  Natl  Finl 

8.6 

763 

8.1 

8.6 

537 

8.0 

Alcan  Aluminium 

6.9 

827 

1.4 

5.2 

824 

LA 

Kroger 

o.O 

7R1 
/DO 

0  8 

3-0 

0.3 

R71 
0/ 1 

7  4 

Amer  Re-Insurance 

6.9 

828 

11.0 

6.9 

674 

10.9 

1  Western  Ry 

8.0 

7RR 
/DO 

1  Z.O 

A  Q 

849 
OIL 

R  fi 
0.0 

Boeing 

6.8 

8?9 

0£9 

8  ■> 

5  8 

778 

7.6 

Pet 

o.O 

7RR 
/DO 

Q  8 

9.0 

R  7 
0./ 

RQQ 
037 

7  4 

Monfort  of  Colorado 

6.8 

830 

def 

6.4 

719 

def 

Green  Giant 

A  fi 
O.O 

7R7 

/o/ 

i  n 

O.U 

R  4 

O.H 

7fW 
/  U3 

1  4 

0.3 

American  Medicorp 

6.8 

831 

9.5 

4.8 

848 

5.8 

c 

nental  Corp 

A  <i 

O.J 

7RR 
/Do 

A  4 

7  8 
/.o 

Rf>7 
Ou/ 

fi  9 

O.i 

Southwest  Forest  Inds 

6.8 

832 

1.6 

5.5 

804 

3.0 

f 

fit  Lighting 

8.5 

768 

9.3 

5.4 

810 

5.6 

Warner  &  Swasey 

6.8 

832 

5.2 

5.9 

767 

4.4 

U  S  Home 

8.5 

770 

7.3 

4.9 

842 

4.9 

Kennecott  Copper 

6.7 

834 

1.7 

6.1 

742 

2.3 

tl  Harvester 

8.5 

771 

12.0 

7.0 

669 

8.6 

Cyclops 

6.6 

835 

8.9 

4.8 

846 

6.5 

.1 

nins  Engine 

8.5 

772 

13.8 

6.5 

706 

8.9 

Roper  Corp 

6.6 

836 

12.1 

5.8 

780 

9.1 

Harris  Corp 

8.5 

772 

14.9 

7.0 

668 

11.9 

Macmillan 

6.6 

837 

6.6 

5.7 

782 

5.5 

A 

ta  National 

8.5 

774 

12.4 

6.3 

722 

8.8 

Armstrong  Rubber 

6.6 

838 

8.5 

5.3 

818 

6.0 

tv  ;e  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables.       def  Deficit. 
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Who's  Where  in  Profitability 


•  /  RETURN  ON  EQUITY  1 

H 

RETURN  ON  CAPITAL 

1  RETURN  ON  EQUITY 

RETURN  ON  CAP 

• 

5-Year* 

Latest 

5-Year* 

Latest 

Company 

5-Year* 

Latest 

5-Year* 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Average 

Rank 

Saxon  Industries 

6.6% 

839 

4.5% 

4.7% 

851 

3.9% 

Wean  United 

2.2% 

902 

41% 

3.3% 

894 

Interstate  Brands 

0.3 

041/ 

Q  1 

■*.  1 

J.  I 

R^9 

OOZ 

fi  7 
D.  / 

Manhattan  Industries 

9  9 

yuo 

1 1  fi 

1 1.0 

3  A 

0.4 

003 

1 

1 

NCR 

fi  <i 
O.O 

rad 

04U 

R  A 

O.I 

*\  A 

R1 A 

fi  1 
O.  1 

Perm-Dixie  Inds 

CM 

QDA 
3U4 

riof 

uei 

9  fl 

3Uo 

Zayre 

o.o 

RA9 

OHL 

R  R 

3.o 

A  ft 

o3U 

A  fi 

HOP 
uur 

1.0 

3UD 

aet 

1  A 
1.4 

jYu 

Grand  Union 

O.J 

RA1 
O40 

1 1  9 
i  1  . 

7Q3 

/  JO 

3.0 

Ramon  Amncujify 
Delicti  DIUIlSWIg 

1.0 

onfi 

oUO 

A  c 

4.0 

A  1 

4.1 

R71 
0/1 

Cannon  Mills 

6.4 

844 

7.2 

6.4 

709 

7.2 

M  Lowenstein  &  Sons 

1.6 

906 

1.5 

2  4 

910 

r 
i 

General  Host 

£  A 
0.4 

043 

Hnf 
Uul 

O.J 

RQ1 
O  jo 

riof 
Ucl 

Food  Fair 

1  R 

1.0 

QHR 

9  R 
£.0 

9  A 

£.4 

ono 

Fairchild  Industries 

£  9 
O.L 

RAfi 
040 

7  3 

3.U 

R37 
OO  / 

R  7 

3./ 

United  Merch  &  Mfrs 

1  1 

1.1 

riof 

□ei 

9  fi 
^.0 

one 

3UO 

Ams-unaimer  s 

fi  9 
O.L 

RA7 
04  / 

1 1  Q 

11.3 

I,  1 

J.  1 

R9Q 

Q  9 

\J  1 1-  #  ikr  rum  itinmolar 

viciur  wUfiipiuiiicicr 

l.U 

y  iu 

riof 

uei 

9  R 

QDR 
jUo 

Lumss-vvrigni 

0.1 

trio 

7  Q 

/  .J 

fi  A 

0.4 

71 A 
/  14 

R  A 
0.4 

Cnnn  a  ram  9  Cunarm  If  to 
rlHiUdldllld  oUptllllHlS 

n  7 

u./ 

311 

Q  Q 
3.0 

i  7 
1./ 

Ql  Q 
3lO 

Olin  Corp 

6.0 

849 

13.3 

9.1 

496 

10.3 

Commonwealth  Oil  Rfg 

0.7 

912 

def 

2.7 

904 

Southern  Pacific 

3.  j 

03U 

fi  3 
o.o 

.1  9 

4.£ 

RR7 

4.0 

American  Airlines 

u.o 

OlO 

Q  Q 

J.J 

1  A 

1.4 

Q99 
DLL 

Triangle  Industries 

■",  Q 

0.3 

031 

(HI 

A  7 

4.  r 

RRR 
033 

Hot 
Ucl 

Litton  Industries 

U.D 

Ql  A 
jl4 

n  fi 
u.o 

1  Q 
1.9 

Ql  7 
31  / 

d r  uooancn 

K  7 

RR9 

n  n 
u.u 

K  9 
3.t 

R9"? 

OLO 

1  Q 

1 .3 

11  nit ctrl  RranHc 

n  a 

U.4 

Ql  S 
jIo 

^  fi 

0.0 

7  9 
L.L 

Ql  1 
jlO 

Koehring 

S  fi 

3.0 

030 

0.4 

A  a 

RAfl 
04U 

3  7 

onupwcii 

n  9 

Ql  fi 
jlO 

9  9 

1  7 

t.l 

Ql  Q 
j  1  j 

Uniroyal 

5.6 

854 

0.1 

4.3 

864 

1.7 

Bangor  Punta 

def 

917 

13.8 

2.2 

911 

Varian  Associates 

5.6 

855 

6.9 

5.0 

836 

6.1 

Cook  United 

def 

918 

6.1 

1.2 

923 

Interstate  United 

5.6 

856 

1.8 

5.3 

817 

3.0 

Chicago  Milwaukee 

def 

919 

def 

0.6 

927 

fipnpral  Rpfrflrtorios 

UCIILl  Ul  HlllUlUMIL.l 

5.5 

857 

2.2 

5.1 

832 

2.5 

CNA  Financial 

def 

920 

8.5 

2.1 

916 

1 

CinrinnAti  Miljirron 

Vllllulllllall  IFMIfltlUII 

5.5 

858 

4.8 

5.0 

838 

4.4 

Trans  World  Airlines 

def 

921 

1.9 

2.1 

915 

Wickes 

5.3 

859 

8.0 

5.2 

825 

5.6 

White  Motor 

def 

922 

1.2 

1.1 

924 

Evans  Products 

5.2 

860 

11.6 

4.5 

860 

7.8 

Intl  Foodservice 

def 

923 

def 

3.0 

901 

Control  Data 

vl.A, 

861 

5.3 

4.5 

861 

4.7 

Bunker-Ramo 

def 

924 

def 

2.2 

912 

^iirincc  Mills 

IH**J3   ITU 113 

5.0 

862 

5.1 

4.7 

853 

4.6 

Pueblo  International 

def 

925 

def 

0.3 

930 

I  111111*^3  Willi  lll.LOl  11 

5.0 

863 

5.6 

4.4 

862 

5.2 

Fpdilfrs 

def 

926 

def 

0.6 

928 

 . — - 

General  Instrument 

5.0 

864 

2.2 

4.6 

859 

3.0 

Scovill  Mfg 

def 

927 

def 

1.4 

921 

Boise  Cascade 

4  9 

865 

9.6 

3  9 

O.J 

874 

7.0 

First  Natl  Stores 

rlpf 

928 

1.0 

def 

941 

Cluett,  Peabody 

4  9 

866 

10.7 

5.1 

831 

9.6 

Philips  Industries 

def 

929 

7.7 

2.2 

914 

Bell  &  Howell 

l»l  II  Ol  HUffClf 

867 

def 

4.4 

863 

def 

Citv  Storps 

def 

930 

def 

def 

932 

Di  Rinrnio 

\J  1    VI  1  V  7  1  ^  I  \7 

4.8 

868 

5.8 

4.6 

857 

4.7 

Genesco 

def 

931 

5.4 

0.1 

931 

■ 

Alexander's 

4.8 

869 

8.1 

3.6 

883 

5.1 

Eastern  Air  Lines 

def 

932 

0.9 

1.0 

925 

BanCal  Tri-State 

4  8 

869 

1.0 

1  9 

O.J 

873 

1.6 

Rapid-American 

def 

933 

def 

4.2 

866 

Questor 

4.7 

871 

5.0 

4  9 

842 

4.7 

Thriftimart 

def 

934 

def 

def 

945 

L 

St  Louis-San  Fran  Rv 

wi  luhij  .>.m  i  loll  ny 

4  7 

872 

5.0 

889 

3.5 

Diversified  Inds 

def 

935 

def 

def 

934 

UAL 

4.6 

873 

def 

3  1 

897 

1.2 

Allied  Supermarkets 

def 

936 

def 

def 

932 

! 

Borman's 

4.5 

874 

9.4 

3.9 

875 

7.3 

Great  Atl  &  Pac  Tea 

def 

937 

3.0 

def 

949 

a! 

Vornado 

4  3 

t.o 

875 

4.1 

4  1 

87? 
0/ . 

4.0 

Revere  Copper 

def 

938 

def 

def 

934 

Hi 

Western  Union 

4  3 

t.o 

R7fi 
or  o 

A  8 

3  7 

4  1 

Ampex 

def 

939 

10.4 

def 

938 

■  >. 

Burlington  Northern 

UUIIIII^lUM    I1UI  llltlll 

4  1 

877 

5  3 

O.O 

3  4 

887 

4  1 
•t.  i 

Chicago  Rock  Island 

def 

940 

def 

def 

947 

Dan  Rivpr 

A  1 

877 

Oft 

7  1 
1  .0 

o.o 

879 

O/  J 

S  fi 

o.o 

National  Kinnrv 

def 

941 

def 

6.0 

757 

j 

Anaconda 

4.0 

879 

0.4 

3.6 

882 

1.0 

Rohr  Industries 

def 

942 

def 

def 

936 

It! 

Ruddick 

3.9 

880 

11.5 

4  9 

839 

8.6 

Pan  Am  World  Airways 

def 

943 

def 

def 

940 

Warnaco 

3.7 

881 

def 

4.1 

870 

def 

Ward  Foods 

def 

944 

def 

def 

939 

Allegheny  Airlines 

3.7 

882 

4.5 

3.6 

881 

3.4 

Seatrain  Lines 

def 

945 

41.0 

def 

937 

1 

Goldblatt  Brothers 

3.5 

883 

2.7 

3.3 

891 

2.8 

Amer  Beef  Packers 

def 

946 

def 

948  1 

MO 

Shop  Rite  Foods 

3.5 

884 

def 

4.6 

858 

2.5 

National  Tea 

def 

947 

def 

def 

954 

"  I; 

Peoples  Drug  Stores 

3.4 

885 

3.1 

897 

Rath  Packing 

def 

948 

def 

def 

956 

I'iiti 

Fibreboard 

3.3 

886 

def 

3.1 

899 

0.9 

Arden-Mayfair 

def 

949 

def 

def 

946 

Mill 

Kaufman  &  Broad 

3.3 

887 

3.6 

3.0 

900 

3.4 

Arlen  Realty  &  Dvpt 

def 

950 

def 

0.4 

929 

m 

Hyatt  Corp 

3.3 

888 

def 

4.2 

865 

1.0 

Daylin 

def 

951 

def 

def 

953 

Chrysler 

3.3 

889 

8.9 

3.4 

887 

7.0 

Singer 

def 

952 

def 

def 

955 

|  Vr 

American  Bakeries 

3.3 

890 

134 

3.3 

894 

8.6 

Hartfield-Zodys 

def 

953 

11.5 

def 

951 

hi  h 

Ludlow  Corp 

3.2 

891 

def 

3.8 

877 

0.9 

F  &  M  Schaefer 

•  def 

954 

def 

def 

952 

Adgraph  Multigraph 

3.1 

892 

?  Q 

J 

o.o 

RRQ 

Ooj 

0.£ 

Grolier 

Ut  i 

QRR 

j33 

Hpf 
Ucl 

Hof 

QSfl 

jOv 

m 

Whittaker 

2.7 

893 

6.6 

3  4 

O.t 

RRS 

o.o 

American  Export  Inds 

Hpf 

QSfi 
j30 

Hpf 
Ucl 

Hpf 

943 
j^j 

Fuqua  Industries 

2.7 

894 

def 

4.2 

868 

0.2 

mcmorcx 

U  L 

QS7 

JO  / 

Hpf 

UCI 

def 

942 

H  ft" 

Tosco 

2.7 

895 

def 

4.8 

846 

0.2 

uuvi  niipiuyccs  ills 

Hpf 

Ucl 

QS8 

JOO 

Hpf 

UCI 

def 

957 

Pi; 

AO  Smith 

2.7 

896 

2.1 

3.0 

902 

2.7 

Reliance  Group 

def 

959 

def 

3.9 

876 

k 

Continental  Airlines 

2.5 

897 

5.1 

3.3 

891 

4.1 

C  F  Braun 

*» 

25.6 

*» 

Irtb 

American  Motors 

2.5 

898 

def 

3.2 

896 

def 

Northwest  Energy 

»* 

16.9 

3« 

SuCrest 

2.5 

899 

36.6 

def 

944 

17.2 

Pennzoil 

»* 

22.7 

** 

l>ftl 

III 

Sav-A-Stop 

2.3 

900 

2.8 

3.8 

878 

4.0 

Southdown 

•« 

13.7 

** 

Tappan 

2.3 

901 

5.6 

2.6 

906 

4.6 

*  The  avenge  return  may  be  for  less  t 

s  footnoted 

in  individual  Yardsticks  tables        def  Deficit. 

"  Not  available:  not  ranked. 
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Vho's  Where 
n  Growth 


all  the  Forbes  rankings,  this  is 
most  volatile;  companies  come  and 
from  the  top  ranks  of  growth  in 
fits  with  revolving-door  rapidity, 
lerstandably:  No  company  can  in- 
ise  earnings  50%  year  after  year— 
;h  less  75%  or  100%.  This  year's 
ler,  Gulf  Resources  &  Chemical,  is 
ady  headed  for  a  tumble,  judging 
n  its  sharp  1976  downtrend, 
s  a  whole,  however,  the  profits 
vth  figures  are  spectacular.  Almost 

companies  are  increasing  earnings 


per  share  by  20%  a  year  or  faster; 
over  250  are  growing  by  15%  or  more. 
A  year  ago  only  90  companies  were 
doing  20%  or  better,  and  only  170 
or  so  companies  exceeded  15%  in 
earnings  growth.  If  the  1976  recovery 
was  modest  by  other  measures,  it  did 
very  well  for  corporate  profits. 

Further  down  the  list  you'll  notice 
that  sales  are  generally  growing 
faster  than  earnings,  a  disturbing 
trend  that  had  been  going  on  since 
the  late  Sixties.  This  year,  more  of  the 


companies  have  gotten  sales  and  earn- 
ings back  in  gear.  A  year  ago  the  me- 
dian five-year  earnings  growth— the 
one  smack  in  the  middle  of  the  list 
—was  6.8%,  vs.  a  median  sales  growth 
of  11.6%.  In  this  year's  rankings,  me 
dian  sales  growth  edged  up  to  12.5%, 
while  median  earnings  growth  jumped 
all  the  way  to  9.4%— sharply  reducing 
the  earnings  lag. 

Use  the  list  as  an  idea  generator. 
Look  at  the  individual  company  num- 
bers—comparing earnings  against  sale-* 
growth,  five-year  results  against  last 
year's  trend,  competitor  against  com 
petitor.  Then  if  you  spot  a  company 
that  looks  interesting,  read  the  story 
about  its  industry  elsewhere  in  this 
issue  and  dig  into  its  published  re- 
ports. There  is  a  story  behind  every 
number  on  the  list.  ■ 


Who's  Where  in  Growth 


Corresponding  Annual  Change  in  GNP  Price  Deflator:  6.0% 


EARNINGS  PER  SHARE  [ 

SALES 

EARNINGS  PER  SHARE  1 

SALES 

Company 

5- Year' 

1976f  vs 

5- Year* 

Rank 

1976t  ws 

5-Year* 

1976t  vi 

5-Year* 

1976f  vs 

Average 

Rank 

1973-75 

Average 

1973-75 

Company 

Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

lurces&Chem 

1/1.0% 

1 
1 

?A  CO/ 

1 A  co/ 
14.0% 

OHO 

oo  70/. 

Burlington  Northern 

34.7% 

36 

39.4% 

91% 

726 

24.0% 

emiconductor 

123.6 

2 

29.4 

51.3 

6 

94.3 

Murphy  Oil 

34.3 

37 

-13.2 

24.0 

96 

29.6 

!  lerals  &  Cnem 

102.6 

3 

44.6 

13.6 

406 

38.2 

MCA 

34.2 

38 

53.3 

16.0 

275 

29.9 

Budd 

76.7 

4 

88.0 

11.3 

570 

25.5 

Morrison -Kniirlspn 

33.9 

39 

17.0 

9.3 

710 

46.0 

trial  Industries 

74.7 

5 

13.8 

13.7 

400 

20.4 

Pittston 

33.9 

40 

39.7 

18.4 

192 

25.4 

ican  Bakeries 

72.7 

6 

867.2 

4.2 

912 

11.8 

McDonald's 

33.5 

41 

50.6 

384 

16 

47.6 

Tandy 

71.9 

7 

321.5 

32.9 

34 

90.7 

Univar 

33.4 

42 

2.2 

17.7 

224 

25.4 

ok  Industries 

68.2 

8 

-70.9 

32.3 

36 

14.8 

Iowa  Beef  Processors 

33.4 

43 

46.9 

18.5 

190 

26.0 

-Maine  Foods 

65.5 

9 

42.9 

37.2 

19 

59.4 

Beech  Aircraft 

33.1 

44 

59.7 

7.5 

809 

45.9 

lioreland  Coal 

46.3 

10 

46.5 

20.9 

135 

21.6 

Mapco 

32.4 

45 

45.9 

27.5 

58 

57.6 

C  F  Braun 

46.2 

11 

135.6 

32.1 

37 

53.6 

Texas  Oil  &  Gas 

31.8 

46 

74.9 

51.7 

4 

130.9 

gy  Resources 

45.8 

12 

140.2 

14.4 

366 

54.1 

Archer  Daniels  Midland 

31.7 

47 

108.8 

26.4 

68 

16.6 

5  Hughes  Tool 

44.3 

13 

31.3 

23.3 

102 

51.2 

BI-L0 

31.7 

47 

38.5 

30.5 

48 

26.6 

Peavey 

43.7 

14 

1.9 

13.9 

389 

15.2 

Cone  Mills 

31.3 

49 

103.6 

8.8 

748 

33.9 

Lykes 

40.7 

15 

-40.7 

9.6 

693 

2.3 

Northwest  Industries 

31.1 

50 

6.0 

6.9 

848 

4C.7 

Natomas 

40.7 

16 

8.1 

51.5 

5 

87.1 

Colonial  Penn  Group 

31.1 

51 

29.0 

31.0 

41 

45 .2 

rve  Oil  &  Gas 

40.0 

17 

13.0 

45.8 

10 

88.9 

Fairchild  Industries 

31.0 

52 

93.4 

-2.8 

955 

-0.1 

Ith  Resources 

39.9 

18 

76.1 

29.8 

49 

79.4 

Smith  International 

30.7 

53 

76.8 

25.2 

83 

52.2 

tne  Industries 

39.2 

19 

21.2 

13.8 

398 

0.8 

Pennzoil 

30.5 

54 

26.5 

28.5 

54 

33.1 

lie  Wild  Foods 

39.0 

20 

32.1 

17.9 

213 

2.4 

Arthur  G  McKee 

30.3 

55 

70.6 

14.5 

361 

49.9 

n  Iron  Works 

38.6 

21 

65.1 

17.1 

242  . 

61.9 

Fedl  Natl  Mortgage 

30.0 

56 

4.7 

22.9 

107 

23.7 

NVF 

38.4 

22 

-41.8 

9.4 

706 

1.3 

Olinkraft 

29.4 

57 

26.7 

13.2 

428 

22.7 

l-Mart  Stores 

38.0 

23 

80.3 

47.6 

9 

77.8 

Chessie  System 

29.3 

58 

26.5 

5.6 

887 

11.7 

Sigmor 

37.6 

24 

-19.9 

39.0 

14 

73.7 

Kane-Miller 

29.2 

59 

4.7 

22.6 

110 

17.6 

1  est  Products 

37.4 

25 

296.5 

58.8 

2 

98.1 

Superior  Oil 

29.2 

60 

—11.6 

19.3 

169 

33.3 

Maremont 

37.1 

26 

35.8 

4.0 

918 

16.9 

Braniff  Intl 

29.1 

61 

-11.0 

11.2 

581 

24.2 

Crane 

37.1 

27 

20.7 

12.7 

467 

2.6 

Digital  Equipment 

29.1 

62 

92.0 

36.5 

23 

96.6 

'em  Air  Lines 

37.1 

28 

-24.1 

13.1 

435 

22.9 

Inmont 

28.9 

63 

57.6 

7.1 

834 

17.3 

Pizza  Hut 

36.8 

29 

61.1 

48.1 

8 

63.7 

Potlatch 

28.9 

64 

10.1 

8.7 

762 

25.4 

Celanese 

36.8 

30 

14.3 

8.8 

756 

18.2 

Colt  Industries 

28.8 

65 

12.3 

8.1 

777 

18.4 

t  o  Petroleum 

36.6 

31 

-51.5 

51.0 

7 

94.9 

Humana 

28.1 

66 

44.3 

32.9 

33 

106.3 

Esmark 

36.4 

32 

10.5 

8.0 

785 

19.0 

Blount 

27.9 

67 

30.5 

17.7 

221 

8.5 

H  ey-Ferguson 

35.6 

33 

46.4 

14.9 

330 

39.9 

Petrie  Stores 

27.9 

68 

43.5 

19.4 

163 

32.9 

H  K  Porter 

35.5 

34 

49.7 

0.5 

947 

9.5 

Harnischfeger 

27.5 

69 

24.0 

14.6 

355 

544 

■  rMcDermott 

35.4 

35 

101.7 

24.4 

92 

71.2 

Schlumberger 

27.5 

70 

74.4 

20.1 

148 

45.5 

th  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks  tables.      f  Latest  12  months. 
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Who's  Where  in  Growth 


EARNINGS  PER  SHARE 


Company 


5-Year* 
Average 


1976t n 
Rank  1973-75 


5-Year» 
Average 


1976f  VS 
Rank  1973-75 


Dow  Chemical 
Copperweld 
Wheeling-Pitts  Steel 
Deere 
A  E  Staley  Mfg 


27.2% 

27.1 

26.9 

26.9 

26.9 


71  27.8% 

72  3.6 

73  -77.1 

74  43.3 

75  52.2 


18.8% 

13.6 

11.8 

17.3 

15.5 


Federal  Co 
Teledyne 
Comsat 
Utah  International 
Tyler 


26.8 
26.8 
26.8 
26.8 
26.8 


76  97.8 

76  177.2 

78  -7.0 

79  61.4 

80  46.9 


13.1 
10.2 
20.7 
38.9 
17.8 


Hospital  Corp  of  Am 
Central  Steel  &  Wire 
Halliburton 
Inland  Container 
Commercial  Metals 


25.0 
24.9 
24.8 
24.7 
24.6 


91 
92 
93 
94 


49.7 
21.6 
81.6 
36.8 


95  -74.3 


39.4 
15.3 
25.9 
10.9 
16.1 


Diamond  Shamrock 
General  Dynamics 
Baker  International 
American  Intl  Group 
Levi  Strauss 


24.3 
24.3 
24.0 
24.0 
23.8 


96 
96 
98 
99 


45.3 
59.9 
73.7 
40.2 


100  157.1 


12.4 
-3.3 
33.3 
18.2 
25.9 


Yellow  Freight  System  23.8  100  49.4 

Zapata  23.5  102  11.1 

JackEckerd  23.4  103  39.8 

Hewlett-Packard  23.3  104  21.3 

Leaseway  Transports  23.3  105  32.4 


White  Consolidated 
Union  Camp 
Monsanto 
Reichhold  Chemicals 
Pioneer 


23.2 
23.2 
23.2 
22.8 
22.8 


106 
107 
108 


29.0 
39.7 
32.9 


109  -2.8 

110  79.6 


Lowe's  Companies      22.7      111  35.3 


DEKALB  AgResearch 
UV  Industries 
Air  Prods  &  Chems 
Ralph  M  Parsons 
Alexander  &  Baldwin 


22.6 
22.6 
22.6 
22.6 
22.4 


112 
113 
114 
115 
116 


51.4 

30.6 
60.5 
106.3 
-52.0 


Dillon  Companies      22.4      117  58.4 


Pay'n  Save 
Daniel  International 
Thiokol 
Schering-Plough 
Eastern  Gas  &  Fuel 


22.4 
22.2 
22.2 
22.2 
22.0 


118 
119 
119 
121 
122 


34.4 
7.1 
9.5 
22.8 
57.7 


Louisiana-Pacific 
Gulf  &  Western  Inds 
Crown  Central  Petrol 
Rite  Aid 
Sedco 
Raymond  Intl 


21.9 
21.9 
21.8 
21.6 
21.4 
21.2 


123 
124 
125 
126 
127 
128 


-32.2 
80.0 
28.5 
55.2 
80.2 
91.8 


Koppers  21.2 

E-Systems  21.1 

Signal  Companies  21.0 

Handy  &  Harman  21.0 

Engelhard  Min  &  Chem  20.9 


129  45.0 

130  117.8 

131  -44.0 

132  11.0 

133  25.6 
Jim  Walter     20.9      134  14.8 


183 
404 

525 
236 
298 


444 

650 
139 
15 


13 

309 
73 
596 
269 


27.4% 

1.6 

7.6 
30.1 
32.2 


33.9 
13.4 
13.4 
69.4 


220  28.6 


Peabodylntl  26.2  81  29.1  39.9  12  32.3 

Masco  26.2  82  55.9  33.5  29  58.4 

Gt  Western  Financial  26.1  83  12.6  11.7  540  20.9 

Roadway  Express  26.1  84  30.8  17.4  229  18.9 

Butler  Manufacturing  26.0  85  -2.5  13.4  416  13.5 

Entex  ~253  86  65.3  17.9  213  128.7 

Charter  Company  25.9  87  -91.4  38.1  17  29.6 

Niagara  Frontier  Svc  25.6  88  76.5  24.4  89  84.0 

Houston  Natural  Gas  25.5  89  100.5  31.1  40  106.6 

Northeast  Petroleum  25.5  90  -24.9  35.6  25  72.6 


59.4 
-1.5 
47.4 
26.7 
4.4 


482  41.7 

956  25.3 

31  102.7 

199  29.4 

73  36.8 


19.3  170  27.6 

14.7  342  27.0 

26.7  65  38.6 

21.5  124  31.5 

13.1  438  16.9 


10.8  611  23.8 

13.9  393  18.2 
11.4  561  28.4 
18.0  205  37.6 
28.7  52  84.0 


24.0  95  35.4 

21.7  118  56.3 

19.7  157  12.4 

19.2  173  47.8 

11.0  591  87.2 

2.3  934  12.1 


28.5  53  49.5 

24.4  90  61.6 

22.0  113  25.3 
6.4  865  9.6 

15.1  317  21.1 

15.8  285  40.7 

21.1  128  19.1 

12.1  505  49.3 

23.9  97  46.9 
30.9  43  24.3 
19.3  171  102.0 

2.0  939  19.9 


11.9  523  28.0 

2.2  936  46.3 

4.7  907  35.5 

12.3  487  -0.9 
26.9  61  34.4 

18.4  193  5.7 


Corresponding  Annual  Change  in  GNP  Price  Deflator: 


EARNINGS  PER  SHARE 


5-Year*  1976tw  5-Year* 

Company     Average      Rank    1973-75      Average      Rank  1 


Interlake 
Belco  Petroleum 
Santa  Fe  Intl 
International  Paper 
Blue  Bell 


20.7% 

20.6 

20.6 

20.5 

20.5 


135 
136 
137 
138 
139 


28.0% 
3.0 
101.8 

30.1 
174.2 


Kimberly-Clark 
Automation  Inds 
Bausch  &  Lomb 
Anderson-Clayton 
Oxford  Industries 


20.4 
20.2 
20.2 
20.2 
20.1 


140  26.8 

141  305.9 

142  34.5 

143  40.9 

144  30.0 


Vulcan  Materials 
Stauffer  Chemical 
Mead 
Baxter  Travenol 
Globe-Union 


20.0 
20.0 
19.9 
19.9 
19.9 


145 
146 
147 
148 
149 


32.0 
38.7 
40.5 
44.6 
71.2 


Willamette  Inds 
Connecticut  General 
Tiger  International 
Dan  River 
Walter  Kidde 


19.2 
19.1 
19.0 
19.0 
18.9 


160  11.7 

161  20.0 

162  -11.6 

163  124.1 

164  14.4 


Georgia-Pacific 
Spencer  Foods 
Walt  Disney 
McLean  Trucking 
Dillingham 


18.9 
18.8 
18.8 
18.7 
18.6 


165  16.7 

166  45.4 

167  40.7 

168  46.3 

169  59.0 


MBPXL 

Varian  Associates 
St  Regis  Paper 
Santa  Fe  Industries 
United  Technologies 


18.6 
18.5 
18.5 
18.5 
18.4 


170 
171 
172 
173 


37.3 
24.0 
8.3 
5.7 


174  49.1 


Lubrizol 
Williams  Companies 
Sysco 
Standard  Oil  Ind 
E  F  Hutton  Group 
Northwest  Energy 


17.3 
17.2 
17.2 
17.2 
17.1 
17.1 


193  7.1 

194  -32.2 

195  11.1 

196  16.1 

197  111.3 
197  14.3 


*  The  growth  rate  may  be  for  less  than  5  yean  as  footnoted  in  individual  Yardsticks  tables.      t  Latest  12  months. 


12.5% 

25.3 

18.7 

10.4 

19.9 


10.3 
5.8 

16.1 
5.3 

12.1 


11.4 
11.3 
7.6 
23.1 
15.9 


19.5 
10.8 
23.4 
8.3 
9.8 


17.8 
14.6 
24.7 
18.0 
9.8 


14.5 
9.1 
9.8 

10.2 
7.9 


16.4 
23.9 
26.1 
16.3 
16.9 
30.6 


480 
81 

185 
642 
153 


647 
881 

265 
896 
508 


559 
567 
805 
104 
281 


Riegel  Textile  19.8  150     86.8  9.2  718 

Kewanee  Industries  19.8  151     51.8  15.4  305 

Winnebago  Industries  19.7  152  114.3  35.2  28 

Ideal  Basic  Inds  19.7  153     15.9  9.3  709 

Kerr-McGee  19.7  153     23.6  21.7  119 


Amer  Hoist  &  Derrick  19.6  155  60.3  14.0  386 

Ogden  19.6  156  20.6  7.2  829 

Texas  Instruments  19.6  157  13.0  13.0  449 

SSKresge  19.3  158  70.5  21.2  127 

Westvaco  19.3  159  14.9  12.8  459 


162 
606 
101 
771 
679 


217 
353 
87 
207 
681 


356 
732 
684 
651 
792 


Seaboard  Coast  Line  18.3  175  13.7  19.3  168 

Scrivner  18.2  176  42.2  20.0  149 

Caterpillar  Tractor  18  2  177  40.9  15.9  280 

WW  Grainger  18.2  178  32.1  18.9  178 

GAF  18.1  179  -25.0  9.1  733 

Amsted  18.1  180  54.5  11.1  586 


Hoerner  Waldorf  17.9  181  13.3  14.8  340 

Philip  Morris  17.8  182  34.2  19.3  167 

Weyerhaeuser  17.8  183  -9.8  15.5  303 

Nash  Finch  17.8  184  22.3  15.5  296 

Fleetwood  Enterprises  17.7  185  67.4  30.7  46 

Longs  Drug  Stores  17.7  185  28.7  18.5  190 


McDonough  17.6  187  53.0  9.0  741 

Envirotech  17.5  188  69.7  31.9  38 

Chicago  Bridge  &  Iron  17.5  189  44.5  9.5  698 

United  States  Steel  17.5  190  -12.9  10.7  617 

PPG  Industries  17.4  191  61.6  9.9  678 

Albertson's  17.4  192  16.2  18.1  204 


254 
98 
71 
258 
243 
47 
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Who's  Where  in  Growth  Corresponding  Annual  Change  in  GNP  Price  Deflator:  6.0% 


EARNINGS  PER  SHARE  | 

SALES 

EARNINGS  PER  SHARE  1 

SALES 

Company 

5-Year* 

1976t  vs 

5-Year* 

1976f  vs 

5-Year* 

1976t  vs 

5-Year* 

1976t  vs 

Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

Company 

Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

lied  Chemical 

17  1% 

199 

1  1% 

9  9% 

o.  J  /o 

672 

Amtel 

14  70/. 
14. /'Jo 

7fi3 

_4Q  AO/. 

74  90/ 

Q4 

10,  90/ 

13.Zu/0 

1  Panpr  Hoard 

17.1 

200 

61.2 

19.1 

176 

21.9 

Natl  Cfrarrh  SL  fhom 

nan  oiarcn  &  i^nem 

14  fi 

7fi4 

3S  fi 

14  R 

34fi 
OHO 

90,  1 

ips  Petroleum 

17.1 

201 

16.0 

14.3 

375 

29.6 

Edison  Bros  Stores 

14  S 

7fiS 

4ft  0 

1  1  ft 

S7S 

99  n 

ILL  XI 

Brunswick 

17.0 

202 

11.2 

11.5 

549 

18.4 

Quaker  State  Oil 

14  S 

9fiS 

q  n 

1R  R 
i  o.o 

1R9 
Vol 

S4  S 

Circle  K 

17.0 

203 

27.4 

27.1 

60 

45.4 

First  Intl  Bshs 

14.5 

267 

19.2 

36.4 

24 

13.9 

Inion  Carbide 

17.0 

204 

3.1 

11.3 

566 

23.5 

Getty  Oil 

1*1. □ 

9fiR 
L  DO 

14  S 

Lo.L 

Riirraiicrht 

17.0 

205 

19.6 

14.2 

377 

24.0 

union  racinc 

9RQ 

9fi  R 

1  S  4 

13. tt 

3fta 

■^ft  R 
jU.  J 

Broadcasting 

16.9 

206 

10.5 

8.1 

778 

30.3 

Economics  Laboratory 

11  1 

i,*T.*T 

97(1 

L  1  \J 

30,  n 

JJ  XI 

!ft 

1R7 

19  A 

cata  National 

16.9 

207 

136.7 

9.3 

714 

35.4 

American  Petrofina 

11  ? 

771 

—71  3 

—  L  1  .  J 

7fi  7 

7ft 

X)  7 

Oil.  / 

rican  Express 

16.9 

208 

11.3 

13.4 

417 

29.8 

A  TO 

14.2 

272 

16.2 

6.5 

862 

8.9 

Ferro 

16.9 

208 

15.2 

15.6 

294 

19.0 

Foxboro 

14  1 

773 

41  Q 

J  I  J 

1?  4 

4R3 
■too 

3fi  Q 

Uallllc  ll 

16.8 

210 

29.7 

16.5 

249 

21.8 

UOUIQ 

14.1 

274 

3fi  S 

17  S 

9?fi 

49.3 

>ntinental  Oil 

16.8 

211 

42.9 

18.2 

198 

25.8 

Southern  Railway 

14  1 

77S 

Ifi  7 
ID./ 

R  R 
o.o 

7S1 

17  S 

Springs  Mills 

16.8 

212 

6.6 

13.2 

427 

12.8 

Howard  Johnson 

14  n 

77fi 

33  1 

7  Q 

17  3 

I/O 

Ashland  Oil 

16.8 

213 

23.3 

18.6 

188 

34.6 

Avnet 

14.0 

277 

42.9 

14.9 

334 

26.2 

in  &  Johnson 

16.8 

213 

20.8 

15.9 

281 

26.0 

Babcock  &  Wilcox 

14.0 

278 

71  fi 

/  1  .o 

11  fi 

545 

29.1 

nt  1  if**  A  Ait 

16.7 

215 

28.5 

13.3 

419 

16.4 

Dana 

13.9 

279 

47.3 

12.7 

465 

34.9 

Ethyl 

16.7 

216 

12.7 

11.4 

561 

22.2 

First  Charter  Finl 

13.9 

280 

55.8 

15.5 

304 

32.2 

Fed-Mart 

16.7 

216 

10.1 

14.5 

358 

38.6 

Bemis 

13.9 

281 

3.5 

10.7 

616 

8.4 

Dover  Corp 

16.7 

218 

39.4 

15.0 

323 

12.2 

Jefferson-Pilot 

13.9 

282 

17.3 

9.4 

707 

16.8 

stle  &  Cooke 

16.6 

219 

17.9 

1 1  8 

533 

10.6 

General  Cinema 

13.8 

283 

41.5 

20.4 

142 

19.7 

1  nowc 

16.5 

220 

37.9 

27.7 

57 

101.4 

IRII 

13.7 

284 

26.3 

12.5 

478 

24.8 

blic  of  Texas 

16.5 

221 

20.4 

?fi  8 

63 

4.0 

PACCAR 

13.7 

285 

70.1 

13  0 

44S 

12.9 

1  Corp  of  Am 

16.4 

222 

48.1 

22.8 

109 

3fi  7 

AMP 

13.7 

286 

7.7 

lfi  7 

259 

11.6 

Pullman 

16.4 

223 

-4.5 

15.4 

306 

41.0 

Super  Valu  Stores 

13.7 

286 

42.9 

14.9 

332 

21.8 

iormick  &  Co 

16.3 

224 

37.0 

15.0 

321 

31.8 



Crown  Cork  &  Seal 

13.6 

288 

29.5 

13.7 

401 

25.2 

Marriott 
it  mi  i  ivii 

16.3 

225 

39.9 

71  0 

133 

47.8 

Panital  Hrtlrlino  f  nrn 

13.6 

289 

21.0 

10.8 

607 

14.0 

Reinsurance 

16.3 

276 

SI  1 

IS  7 

7RQ 

47  1 

Genl  Tire  &  Rubber 

13.6 

290 

35.5 

4  3 

715 

18.9 

Am  star 

16.3 

227 

34.6 

402 

—9  3 

Bluebird 

13.5 

291 

18.7 

23.8 

99 

19.6 

4  Natural  Gas 

16.2 

228 

42.6 

16.1 

267 

32.5 

Cooper  Industries 

13.5 

292 

39.8 

15.6 

294 

32.5 

»rd  Brothers 

16.1 

229 

47.2 

IS  8 

285 

25.1 

Saga  Corp 

13.4 

293 

50.5 

20.7 

140 

48.1 

fttirnrn 
vunui  jj 

16.1 

230 

17  5 

■W.J 

9Q  ft 

SI 

R  ft 

o.o 

*>fi  Natural  Rp^niirrpc 

13.4 

294 

39.3 

13  7 

430 

36.2 

Motorola 

16.0 

231 

13.4 

1 1  ft 

SQ3 

S  ft 

o.u 

Southwestern  Life 

13.4 

294 

16.2 

5.0 

902 

11.5 

ile  Robinson 

15.8 

232 

15.0 

1 1  ft 

534 

15.8 

Abbott  Laboratories 

13.4 

296 

47.4 

14.6 

348 

36.0 

rning  Fbrgls 

1  

15.8 

233 

60.7 

12.2 

500 

28.0 

J  P  Morgan  &  Co 

13.4 

297 

10.6 

25.6 

78 

3.4 

Denny's 

15.8 

234 

86.6 

31.8 

39 

66.0 

Harris  Bankcorp 

13.3 

298 

13.6 

20.5 

141 

-2.3 

rn  f  hp m ifa  1 

15.8 

234 

46.8 

12.6 

475 

35.3 

Merck 
menu 

13.3 

299 

21.5 

14.3 

370 

23.3 

Airco 

15.8 

236 

62.6 

9.0 

737 

14.9 

Intl  Multifoods 

13.3 

300 

30.6 

13.6 

407 

4.7 

*  -"isher  Foods 

15.8 

236 

5.4 

24.5 

88 

26.6 

Sun  Company 

13.2 

301 

21.7 

13.8 

399 

47.1 

1  WR  Grace 

15.7 

238 

-25.4 

11.5 

558 

6.6 

Fred  Meyer 

13.2 

302 

38.8 

17.7 

222 

39.0 

l  Consolidated 

1  C  7 

Id./ 

/39 

— 3Z.3 

9.9 

677 

11.3 

Carnation 

13.2 

303 

30.5 

12.2 

503 

18.2 

ij  Petrolane 

15.6 

240 

53.5 

21.6 

121 

33.7 

Fluor 

13.1 

304 

95.8 

15.8 

284 

103.8 

thai  Dictillprc 

15.6 

241 

30.9 

5.4 

892 

11.8 

PnmhinpH  Inomnrp 

vUlilUIIICU  III  (till  OllkC 

13.1 

305 

15.7 

12.2 

495 

22.3 

USLIFE 

15.5 

242 

8.0 

13.1 

442 

14.5 

Turner  Construction 

13.0 

306 

9.4 

9.1 

730 

7.5 

didder  News 

15.5 

243 

46.9 

21.8 

117 

31.4 

Ralston  Purina 

13.0 

307 

39.7 

13.9 

393 

17.5 

It  merce  Bshs 

15.4 

244 

21.8 

36.7 

21 

22.1 

Wetterau 

13.0 

308 

19.4 

17.4 

229 

23.5 

nuine  Parts 

13.4 

Z45 

01  o 

31.8 

14.7 

Oil 

341 

Z7.0 

Melville 

13.0 

309 

68.3 

17.4 

235 

43.2 

Hied  Stores 

15.4 

246 

38.8 

6.6 

857 

8.4 

General  Mills 

12.9 

310 

43.1 

18.3 

195 

39.3 

VP  Corp 

15.3 

247 

8.4 

13.0 

449 

17.9 

tl  ft  CA9rlA 

Is  Is  ocflnc 

12.9 

311 

1.2 

26.4 

68 

23.2 

1  ter  Wheeler 

15.3 

248 

58.7 

14.0 

384 

25.6 

Lukens  Steel 

12.9 

312 

2.4 

10.0 

666 

-2.8 

(1  er-Hammer 

15.2 

249 

7.8 

9.2 

720 

20.1 

Chemetron 

12.9 

313 

-11.1 

9.0 

738 

9.9 

>'  one  &  Hyde 

15.2 

250 

42.2 

15.0 

325 

39.9 

First  Chicago  Corp 

12.8 

314 

3.6 

32.3 

35 

-2.8 

[  

Eli  Lilly 

1  C  1 

15.1 

251 

11.6 

14.6 

347 

16.4 

Suburban  Propane  Gas 

12.8 

314 

6.0 

21.5 

124 

37.5 

Revco  D  S 

15.1 

252 

85.2 

30.9 

44 

51.9 

Amfac 

12.8 

316 

-43.7 

25.9 

77 

10.2 

1  irkwirlr  Intl 

15.1 

253 

18.2 

26.1 

72 

43.5 

rtcxnuiu 

12.8 

317 

58.9 

15.5 

299 

27.9 

ill  m  Nekoosa 

15.0 

254 

23.6 

13.6 

404 

33.2 

Exxon 

12.8 

318 

-3.7 

17.9 

211 

25.1 

■Ir  Industries 

15.0 

255 

51.5 

16.9 

244 

49.7 

Central  Soya 

12.7 

319 

48.2 

19.7 

156 

13.9 

dland-Ross 

15.0 

256 

23.0 

5.5 

888 

8.9 

Continental  Illinois 

12.7 

320 

21.9 

30.8 

45 

0.1 

II  

ti\  Life  &  Cas 

14  0 
14.3 

9K7 
/3/ 

AA  R 

44.3 

O  7 
3./ 

cor 

bob 

Zb  0 

Mercantile  Stores ' 

1?  7 

o/U 

1 A  8 
lb.o 

19  1 
1/1 

3Un- 

iq  n 

1  J.U 

ertain-teed 

14.8 

258 

98.3 

18.0 

206 

21.3 

Bucyrus-Erie 

12.7 

322 

61.6 

14.9 

329 

74.1 

a  >e  Minerals 

14.8 

258 

-5.8 

26.5 

67 

37.6 

Mobil 

12.7 

323 

-3.9 

18.6 

186 

30.0 

1  in  Natl  Finl 

14.8 

260 

-6.1 

7.1 

835 

26.2 

Amer  Hospital  Supply 

12.7 

324 

23.4 

17.5 

227 

30.3 

H  Continental 

14.8 

261 

19.4 

26.7 

64 

28.5 

Super  Food  Services 

12.7 

324 

27.4 

8.6 

766 

45.4 

Caiser  Steel 

14.7 

262 

-51.3 

17.9 

211 

13.5 

Southland  Corp 

12.6 

326 

30.3 

15.1 

320 

29.1 

'0   rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks  tables.      t  Latest  12  months. 
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Who's  Where  in  Growth 


Corresponding  Annual  Change  in  GNP  Price  Deflator: 


The  growth  rate  may  be  for  leu  than  5  years  u  footnoted  in  individual  Yardsticks  tables.      t  Latest  12  months. 


EARNINGS  PER  SHARE  1 

SALES 

EARNINGS  PER  SHARE  1 

SALES 

5-Yaar* 

1976T vs 

5-Year* 

1976f  vs 

Company 

5-Yaar* 

1976t  vs 

5-Yaar* 

Company 

Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

Average 

Rank  i 

Reliance  Electric 

126% 

327 

33.7% 

14.4*% 

365 

13.8o/o 

caicroru 
trotni*n 

112% 

391 

-8.3% 

191% 

175 

Carson  Pirie  Scott 

12.5 

328 

38.9 

6.1 

874 

7.9 

Armco  Steel 

11.2 

392 

-26.3 

13.1 

437 

Kellogg 

12.5 

329 

56.9 

13.4 

417 

33.2 

Norton  Simon 

11.2 

393 

21.7 

9.4 

707 

Upjohn 

12.5 

329 

11.3 

16.2 

261 

27.9 

Carborundum 

11.2 

394 

20.6 

12.0 

510 

Southern  Union 

12.5 

331 

17.4 

20.2 

147 

77.7 

Champion  Intl 

11.1 

395 

11.2 

11.9 

518 

Briggs  &  Stratton 

12.5 

332 

23.5 

12.3 

490 

13.9 

nonoiK  &  western  tiy 

11.1 

396 

38.9 

2.1 

937 

Xerox 

12.5 

333 

21.9 

20.8 

138 

21.9 

Universal  Leaf 

11.1 

397 

64.2 

9.2 

721 

V 

Nationwide  Corp 

12.4 

334 

6.2 

10.5 

630 

18.9 

Seaboard  Allied  Milling 

11.0 

398 

27.4 

17.2 

241 

' 

Becton,  Dickinson 

12.4 

335 

29.9 

14.6 

351 

26.8 

Norton 

11.0 

399 

21.7 

8.6 

766 

BankAmerica  Corp 

12.3 

336 

24.9 

28.0 

56 

16.8 

Procter  &  Gamble 

11.0 

400 

35.0 

12.7 

466 

Revlon 

12.3 

336 

32.8 

13.7 

402 

40.1 

neuuicin 

11.0 

401 

35.4 

21.0 

134 

Black  &  Decker 

12.3 

338 

8.5 

20.2 

144 

30.3 

Fleming  Companies 

10.9 

402 

23.7 

14.2 

376 

K 

Royal  Crown  Cola 

12.2 

339 

40.0 

18.8 

183 

21.0 

Coca-Cola 

10.9 

403 

26.0 

12.3 

491 

: 

IU  International 

12.2 

340 

-56.1 

15.3 

312 

11.0 

Reynolds  Metals 

10.8 

404 

21.0 

11.6 

546 

r 

Joy  Manufacturing 

12.2 

340 

85.6 

11.9 

519 

47.8 

Wean  United 

10.8 

405 

15.4 

7.7 

801 

Colgate-Palmolive 

12.2 

342 

19.5 

17.3 

238 

31.3 

mti  Harvester 

10.7 

406 

70.7 

11.7 

540 

Amer  Home  Products 

12.1 

343 

20.7 

11.0 

590 

19.3 

Lone  Star  Industries 

10.7 

406 

-2.6 

18.2 

201 

; 

Dart  Industries 

12.1 

344 

47.2 

11.4 

564 

23.9 

Metromedia 

10.7 

406 

143.8 

6.3 

870 

•< 

Del  E  Webb 

12.1 

344 

36.5 

5.7 

885 

10.1 

General  Electric 

10.7 

409 

20.7 

8.0 

784 

rili 

Crown  Zellerbach 

12.1 

346 

-3.9 

12.3 

488 

25.2 

Masonite 

10.7 

409 

10.2 

16.0 

271 

Micnigan  national 

12.1 

346 

23.1 

14.0 

385 

16.6 

Centex 

10.7 

411 

41.3 

18.3 

197 

Avery  International 

12.1 

348 

-16.4 

20.2 

145 

25.5 

Waldbaum 

10.7 

411 

30.7 

14.6 

351 

Moore  Corp 

12.1 

348 

-7.6 

16.3 

256 

17.7 

Union  Oil  California 

10.6 

413 

2.6 

16.4 

255 

III 

Flickinger 

12.0 

350 

39.5 

14.7 

344 

77.0 

Fischbach  &  Moore 

10.6 

414 

0.0 

18.5 

189 

Mfrs  Hanover  Corp 

12.0 

351 

6.9 

27.5 

59 

10.1 

Dayton-Hudson 

10.6 

415 

76.1 

11.3 

567 

U 

Skaggs  Companies 

12.0 

351 

51.5 

21.9 

116 

43.3 

Warner-Lambert 

10.5 

416 

9.4 

14.8 

338 

r« 

Witco  Chemical 

12.0 

353 

25.7 

14.9 

334 

15.5 

Rohm  &  Haas 

10.5 

417 

-31.5 

16.0 

270 

•  SI 

Perkin-Elmer 

12.0 

354 

15.2 

10.1 

663 

36.3 

Squibb 

10.5 

417 

16.3 

8.0 

787 

SCM 

11.9 

355 

40.3 

7.9 

791 

16.7 

Tenneco 

10.5 

419 

15.2 

15.5 

296 

•:t 

Stanley  Works 

11.9 

355 

33.6 

13.2 

432 

10.1 

Gamble-Skogmo 

10.5 

420 

-12.5 

4.7 

908 

'A 

_ 

Cessna  Aircraft 

11.9 

357 

46.4 

11.8 

529 

15.7 

Chesebrough-Pond  s 

10.4 

421 

22.8 

19.3 

166 

Campbell  Taggart 

11.8 

358 

34.1 

12.9 

457 

21.9 

Sunbeam 

10.4 

422 

13.8 

15.9 

283 

(«! 

CBS 

11.8 

359 

40.4 

9.7 

687 

22.7 

Louisiana  Land 

10.4 

423 

5.0 

17.9 

213 

1  c 

Alco  Standard 

11.8 

360 

37.6 

22.9 

108 

17.1 

Houdaille  Industries 

10.4 

424 

31.7 

8.7 

762 

Cor 

Winn-Dixie  Stores 

11.8 

360 

28.9 

14.9 

330 

32.3 

Texasgulf 

10.4 

424 

-31.2 

12.7 

462 

Nl  T 

11.8 

362 

25.1 

7.6 

804 

16.4 

•II  B 

Hammermill  Paper 

10.4 

426 

-0.7 

10.9 

601 

In 

Washington  Post 

11.7 

363 

61.3 

11.5 

549 

24.8 

May  Dept  Stores 

10.3 

427 

30.6 

9.1 

733 

'ill' 

Marsh  &  McLennan  Cos 

11.7 

364 

27.8 

14.1 

382 

31.1 

Pfizer 

10.3 

428 

13.9 

13.3 

424 

lift! 

Sperry  Rand 

11.7 

365 

13.9 

11.0 

589 

9.7 

Texas  Gas  Transmn 

10.3 

428 

23.3 

10.9 

603 

Hilton  Hotels 

11.7 

366 

13.3 

7.8 

793 

-1.3 

CPC  International 

10.3 

430 

28.9 

12.7 

468 

fa 

Fa  trio.  Pit*  ho  i*  Inriv 
CdglC'r 11.11  CI  lllUo 

11.7 

367 

23.6 

9.4 

702 

11.8 

j  r  Stevens 

10.3 

430 

40.3 

5.3 

895 

11.7 

367 

13.1 

10.8 

607 

15.9 

iniano  sieei 

10.3 

432 

-15.6 

12.2 

501 

U  III! 

Atlantic  Richfield 

11.7 

369 

54.0 

15.5 

300 

33.0 

Pillsbury 

10.2 

433 

21.0 

11.6 

546 

Raytheon 

11.7 

370 

37.4 

9.4 

701 

23.4 

Times  Mirror 

10.2 

433 

14.1 

13.0 

451 

II 

Amer  Medical  Intl 

11.6 

371 

49.0 

37.0 

20 

72.7 

Beatrice  Foods 

10.2 

435 

17.8 

19.9 

151 

American  Stores 

11.6 

372 

31.1 

11.1 

583 

23.4 

Amerada  Hess 

10.2 

436 

-23.6 

23.6 

100 

|h> 

In*  ^rhlif*7  Rroufina 

JUS  OLIIIIU  UtCWlllg 

11.5 

373 

23.9 

14.5 

357 

25.1 

Wells  Fargo 

10.2 

437 

30.8 

21.0 

132 

\ 

Rrisfol-Mvpr*. 

Ul  IjIUI    |TI  Ivl  * 

11.5 

374 

27.8 

11.8 

525 

22.2 

Owens-Illinois 

10.2 

438 

26.1 

10.6 

618 

i 

Standard  Oil  Calif 

11.5 

374 

-5.1 

24.9 

85 

29.3 

Eltra 

10.1 

439 

13.7 

10.6 

622 

Win 

nil 

Munford 

11.5 

376 

16.1 

15.6 

292 

43.9 

Borden 

10.1 

440 

29.6 

10.7 

615 

h 

Allegheny  Ludlum  Inds 

11.5 

377 

-81.5 

10.6 

618 

1.1 

West  Point-Pepperell 

10.0 

441 

28.5 

8.7 

759 

PepsiCo 

11.4 

378 

39.5 

16.0 

274 

28.3 

Arvin  Industries 

10.0 

442 

281.9 

12.0 

516  | 

aVbin 

Ball  Corn 

11.4 

379 

39.8 

13.0 

446 

38.3 

Bendix 

10.0 

443 

38.3 

11.0 

593 

KIM 

North  Amer  Philips 

11.4 

379 

34.4 

16.8 

246 

55.5 

Emerson  Electric 

.  10.0 

444 

24.5 

14.4 

367 

Curtiss-Wrlght 

11.4 

381 

36.1 

3.8 

922 

22.3 

Champion  Spark  Plug 

9.9 

445 

5.3 

10.0 

666 

1  D 

Kaiser  Industries 

11.4 

382 

-16.0 

11.9 

523 

15.5 

Republic  Steel 

9.9 

446 

-40.8 

10.1 

660 

■  ft 

First  City  Bancorp 

11.4 

383 

24.4 

38.1 

18 

13.1 

United  Refining 

9.8 

447 

-57.0 

36.6 

22 

ten 

Shell  Oil 

11.3 

384 

38.8 

14.2 

380 

30.9 

H  H  Robertson 

9.8 

448 

21.6 

8.8 

746 

Weis  Markets 

11.3 

385 

36.7 

11.7 

535 

25.3 



Dean  Foods 

9.8 

449 

85.2 

9.6 

692 

Hflrsco 

11.3 

386 

41.0 

12.0 

509 

20.6 

Lucky  Stores 

9.8 

450 

1.5 

16.8 

247 

Safeway  Stores 

11.3 

386 

18.4 

14.0 

387 

25.7 

Delta  Air  Lines 

9.7 

451 

16.4 

17.9 

210 

Adolph  Coors 

11.3 

388 

45.0 

16.0 

277 

25.6 

Travelers 

9.7 

452 

1.8 

11.0 

588 

k\.. 

Marathon  Oil 

11.3 

388 

24.6 

19.7 

159 

32.1 

Liberty  Natl  Life 

9.7 

453 

12.8 

10.4 

638 

Bethlehem  Steel 

11.3 

390 

-22.6 

9.8 

679 

8.1 

Consol  Freightways 

9.6 

454 

100.5 

11.8 

530 

febtreei 
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FORBES,  JANUARY 


Who's  Where  in  Growth  Corresponding  Annual  Change  in  GNP  Price  Deflator:  6.0% 


EARNINGS  PER  SHARE  | 

SALES 

■ 

EARNINGS  PER  SHARE  1 

SALES 

Company 

5-Year* 

1976t  in 

5-Year" 

1976f  vs 

Company 

5-Year* 

1976f  vt 

5-Year* 

1976f  va 

Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

Osr ;tr  M;tvpf 

9.6% 

455 

91% 

11.7% 

536 

14.9% 

Morriiloc 

8-2% 

519 

36.6% 

12.3% 

492 

17.6% 

IC  Industries 

9.6 

456 

0.9 

14.3 

373 

20.8 

Cities  Service 

8.1 

520 

27.2 

11.7 

540 

42.5 

Del  Monte 

9.6 

457 

28.5 

11.2 

575 

31.8 

American  Cyanamid 

8.1 

521 

2.8 

9.4 

705 

19.2 

Avis 

9.6 

458 

40.0 

13.1 

443 

13.1 

Armstrong  Cork 

8.1 

522 

26.9 

9.7 

688 

12.6 

ng-Ferris  Inds 

9.6 

459 

1.8 

22.1 

112 

0.3 

Peoples  Gas 

8.1 

523 

31.6 

12.3 

486 

48.4 

9.5 

460 

154 

9.5 

700 

26.6 

Natinnal  Airlinpc 
llallUllul  millllco 

8.1 

524 

89  7 

10  5 

632 

-11.5 

astman  Kodak 

9.5 

461 

0.1 

10.6 

625 

17.3 

Outboard  Marine 

8.0 

525 

14.7 

10.1 

657 

20.4 

Signode 

9.5 

462 

10.6 

13.9 

391 

13.0 

Purolator 

8.0 

525 

-1.3 

15.1 

317 

13.2 

Texas  Eastern 

9.5 

462 

15.4 

12.3 

493 

35.6 

Am  Natural  Resources 

7.9 

527 

5.5 

11.5 

549 

33.3 

AMAX 

9.5 

464 

-12.4 

9.9 

672 

-1.4 

R  R  Donnelley  &  Sons 

7.9 

527 

22.3 

8.2 

775 

24.5 

a  Natural  Gas 

9.4 

465 

69.5 

17.9 

216 

1059 

Wm  Wriplev  Jr 

'fill    Wl  1  IKIC W  J  1 

7.9 

527 

43.2 

10.9 

596 

29.2 

ARA  Services 

9.4 

466 

7.4 

14.2 

379 

17.0 

Maytag 

7.9 

530 

28.9 

8.7 

757 

16.8 

tall  &  Bearing 

9.4 

466 

56.4 

10.9 

598 

30.7 

U  S  Fidelity  &  Gty 

7.8 

531 

51.4 

10.0 

670 

31.4 

Reynolds  Inds 

9.4 

468 

6.9 

13.5 

413 

29.2 

Campbell  Soup 

7.8 

532 

24.3 

9.2 

723 

18.4 

Seafirst 

9.4 

469 

15.0 

19.6 

161 

5.2 

Kraft 

7.7 

533 

32.2 

10  1 

662 

15.0 

Mininc  &  Mfc 

9.4 

470 

126 

12.7 

46? 

19.1 

M^r^h  ^viinprmarkpts 
ivini  ah  oupci  iiiui  ncio 

7.7 

533 

71.9 

116 

546 

12.3 

ndard  Brands 

9.4 

470 

25.1 

10.3 

647 

11.4 

Ark  Louisiana  Gas 

7.7 

535 

4.0 

6.7 

854 

22.3 

west  Bancorp 

9.3 

472 

16.9 

16.4 

252 

13.6 

Colonial  Stores 

7.7 

535 

8.4 

7.8 

797 

8.3 

nklin  Life  Ins 

9.3 

473 

14.0 

8.7 

760 

17.2 

Sterling  Drug 

7.6 

537 

5.0 

10.2 

655 

21.4 

Tektronix 

1 

9.3 

474 

50.6 

13.3 

419 

41.9 

Occidental  Petroleum 

7.6 

538 

-35.6 

17.8 

218 

5.1 

pnpral  Kiunal 

I. III. 1*11  Oi^lltll 

9.2 

475 

35.7 

20.2 

143 

290 

Fl  Pncn  Pomnanu 
Li  rdoU  v»uiM|jniiy 

7.6 

539 

162 

7.8 

/93 

28.7 

Timken 

9.2 

476 

6.8 

12.2 

501 

28.6 

Charter  New  York 

7.6 

540 

6.4 

22.0 

115 

-8.7 

an  Greetings 

9.2 

477 

14.7 

12.1 

505 

13.8 

First  Bank  System 

7.5 

541 

8.2 

16.4 

252 

5.8 

von  Products 

9.2 

477 

23.2 

12.9 

455 

IK4 

Martin  Marietta 

7.5 

542 

11.1 

5.8 

882 

2.8 

pnal  Fuel  Gas 

9.1 

479 

10.0 

11.5 

556 

45.2 

Parker-Hannifin 

7.5 

543 

208 

14.7 

344 

13.5 

rRnn-Mprrpll 

1  U  JVII   itir  i  i  til 

9.1 

4/9 

184 

12.0 

512 

386 

Flaunrlann*  Inrl^ 
riavuiiaiiu  mud 

7.4 

544 

-17.8 

6.7 

853 

165 

al  States  Gas 

9.1 

481 

13.7 

35.5 

26 

61.5 

Skyline 

7.4 

545 

-8.7 

11.9 

521 

-1.0 

H  1  Heinz 

9.1 

482 

50.8 

12.5 

477 

33.2 

Transway  Intl 

7.4 

545 

12.6 

6.7 

854 

10.9 

\  F  Ahmanson 

9.1 

483 

37.8 

16.2 

261 

32.8 

Havatampa 

7.3 

547 

-4.7 

6.8 

851 

1.4 

\\  Dept  Stores 

9.1 

483 

40.0 

7.8 

797 

10.1 

Clorox 

7.3 

548 

25.5 

22.0 

113 

49.9 

vestern  Steel 

9.0 

485 

-39.0 

12.8 

460 

-5.8 

Inrn  1  trl 

IIII.U  LIU 

7.3 

549 

-28.6 

12.9 

454 

25.6 

(  Quaker  Oats 

9.0 

485 

36.1 

14.9 

336 

23.2 

ACF  Industries 

7.3 

550 

29.9 

10.7 

613 

26.5 

•cott  &  Fetzer 

9.0 

485 

27.8 

18.1 

202 

17.8 

Flintkote 

7.3 

551 

-18.1 

5.9 

879 

8.9 

It  Congoleum 

9.0 

488 

P-D 

14.0 

388 

-17.3 

Ingersoll-Rand 

7.3 

551 

7.8 

15.2 

314 

34.3 

liort  Minerals 

9.0 

489 

-27.6 

7.5 

814 

32.1 

Pennwalt 

7.2 

553 

30.8 

10.4 

638 

24.2 

Intprnarp 

ill  it. I  u nvv 

9.0 

490 

51.0 

10.0 

669 

18.3 

Rnoincr 

DUCIIIg 

7.2 

554 

29.3 

1.5 

945 

4.3 

n  Sundstrand 

9.0 

490 

45.7 

9.5 

695 

29.0 

Studebaker-Worthngtn 

7.2 

554 

117.8 

7.1 

840 

1.9 

lalTel&Utils 

9.0 

492 

15.2 

12.3 

484 

18.9 

Reeves  Brothers 

7.2 

556 

51.7 

5.5 

889 

25.2 

RCA 

8.9 

493 

14.5 

7.1 

839 

15.1 

Rockwell  Intl 

7.2 

557 

-2.9 

10.0 

664 

24.4 

(i  Ford  Motor 

8.9 

494 

103.4 

11.0 

593 

19.7 

Miles  Laboratories 

7.2 

558 

-6.3 

8.1 

780 

14.4 

Em  hart 

8.8 

495 

51.8 

13.6 

410 

180.1 

1 C  Ppnnpv 
j  v  r  c  ii  lit  y 

7.1 

559 

32.5 

13  0 

446 

18.5 

it  nl  Insurance 

8.8 

496 

18.0 

13.8 

397 

23.8 

North  rnn 

M VI  LI  1 1  UL* 

7.1 

560 

48.3 

9.4 

703 

41.1 

iichovia  Corp 

8.8 

497 

21.1 

18.1 

202 

1.0 

Purex 

7.1 

561 

25.3 

6.9 

846 

14.1 

Kim  &  Forster 

8.8 

498 

-0.8 

12.2 

494 

24.2 

GATX 

7.1 

562 

-36.4 

8.0 

788 

10.7 

Dravo 

8.8 

498 

24.4 

14.6 

350 

35.3 

Tampa  Electric 

7.1 

562 

17.5 

18.9 

180 

50.9 

i  i  Power  &  Lt 

8.8 

500 

-10.3 

19.7 

160 

25.7 

Norris  Industries 

7.1 

564 

80.9 

8.1 

778 

7.1 

Hobart 

8.8 

500 

7.1 

12.5 

478 

17.3 

National  HvnMim 

7.1 

565 

-3.0 

9.5 

696 

7.2 

Interco 

8.8 

500 

16.7 

11.9 

520 

19.7 

Dayco 

6.9 

566 

50.8 

10.5 

632 

15.0 

Whirlpool 

8.7 

503 

27.5 

8.1 

780 

-0.2 

Maryland  Cup 

6.9 

566 

42.6 

12.2 

497 

30.7 

\  Life  Holding 

8.7 

504 

2.1 

12.6 

469 

45.6 

TRW 

6.9 

566 

28.2 

10.2 

652 

18.3 

1  Giant  Food 

8.6 

505 

18.7 

11.5 

556 

15.9 

Sherwin-Williams 

6.9 

569 

-34.3 

10.4 

638 

20.3 

ortrust  Corp 

8.5 

506 

16? 

19.9 

155 

-7.5 

Hanes 

6.8 

570 

239.0 

13.5 

411 

22.4 

C  'pTrtist  flnrn 

v     VII  UJI  UWI  U 

8.5 

507 

6.9 

14.4 

363 

124 

fnnt iiiiintal  Pnrn 

vUlllHIClllal  IsUILT 

6.8 

571 

-29.1 

7.6 

805 

27.8 

f  ckway  Glass 

8.5 

508 

79.5 

13.0 

446 

38.6 

Natl  nptrnit  Corn 

Hall  L/C  11 U 11  vUip 

6.8 

571 

5.5 

15.7 

290 

-4.3 

A  B  Dick 

8.5 

508 

-59.1 

13.5 

414 

15.6 

Transamerica 

6.8 

573 

70.7 

10.3 

646 

18.0 

ii  ah  Products 

8.4 

510 

24.5 

5.5 

889 

11.2 

Wisconsin  Elec  Power 

6.8 

574 

14.1 

11.7 

538 

25.1 

Al  Technology 

8.4 

511 

10.3 

9.0 

742 

8.8 

Zale 

6.8 

575 

-2.5 

11.1 

582 

9.6 

mtional  Corp 

8.4 

511 

-5.7 

22.9 

106 

-13.4 

Pneumo  Corp 

6.7 

576 

62.1 

18.9 

181 

24.9 

Eaton 

8.3 

513 

6.6 

10.6 

625 

5.9 

Shpllpr-filnhp 

OIICIICI  UIUUC 

6.7 

576 

654 

14.3 

370 

44  0 

Ii  Dpnt  Storps 

8.3 

514 

15.2 

11.2 

573 

30.4 

Quhrnn 

•  J  J  UIUII 

6.7 

578 

3.5 

9.4 

704 

18.6 

AMF 

8.3 

515 

-0.3 

10.5 

627 

7.9 

Bank  of  New  York 

6.7 

579 

-2.4 

12.7 

464 

1.8 

a  blic  Service 

8.3 

515 

-15.6 

16.7 

248 

31.9 

Carolina  Pwr  &  Lt 

6.6 

580 

8.5 

19.9 

152 

43.7 

x  Jrooks  Bros 

8.2 

517 

4.7 

10.0 

666 

12.2 

Seagram 

6.6 

581 

8.2 

6.3 

871 

12.K 

bl  dstreetCos 

8.2 

518 

14.1 

11.5 

549 

16.3 

B  F  Goodrich 

6.6 

582 

-99.4 

9.2 

723 

7.5 

111  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks  tables.       t  Latest  12  months.         P-D  Profit  to  deficit.   
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Who's  Where  in  Growth 


Corresponding  Annual  Change  in  GNP  Price  Deflator 


EARNINGS  PER  SHARE 


5- Year* 

1976t  vs 

5-Year* 

1976f  vs 

Company 

5- Year0 

1976t  vs 

*I  Year0 

3- 1  Bar 

Company 

Average 

Rank 

1973-75  Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

Average 

Rank 

R  H  Macy 

6.5% 

583 

52.3% 

7.5o/0 

811 

23.0% 

Corning  Glass  Works 

4.6% 

647 

55.8% 

12.0% 

512 

Trans  Union 

6.5 

584 

33.6 

20.8 

137 

46.6 

National  Can 

4.6 

648 

5.6 

16.3 

257 

United  States  Shoe 

6.5 

584 

99.6 

11.2 

578 

29.0 

Consol  Natural  Gas 

4.6 

649 

16.2 

9.2 

716 

McDonnell  Douglas 

6.5 

586 

0.1 

2.3 

935 

6.0 

Sears,  Roebuck 

4.5 

650 

9.0 

8.1 

776 

Anheuser-Busch 

6.5 

587 

9  Q 

13  9 

434 

6.1 

General  Motors 

4.5 

651 

78.0 

9.3 

712 

Time  Inc 

6.4 

588 

22.7 

6.3 

868 

22.7 

Hiram  Walker 

4.5 

651 

-7.9 

4.8 

903 

Hershey  Foods 

6.4 

589 

79.0 

9.1 

733 

9.9 

Insilco 

4.5 

653 

27.6 

8.6 

765 

Pacific  Pwr  &  Lt 

6.4 

590 

14.5 

11.7 

536 

34.0 

Honeywell 

4.4 

654 

14.4 

10.4 

643 

Public  Service  Ind 

6.4 

591 

21.0 

10.7 

614 

37.7 

Cyprus  Mines 

4.4 

655 

-74.4 

13.0 

451  - 

Texas  Utilities 

6.3 

592 

O.  o 

13  9 

430 

38.1 

E  1  du  Pont 

4.4 

656 

20.4 

10.6 

618 

Talley  Industries 

6.3 

593 

23.1 

3.5 

926 

11.9 

Jewel  Companies 

4.3 

657 

4.9 

10.9 

599 

Beneficial  Corp 

6.3 

594 

49.8 

7.2 

823 

14.3 

Lincoln  Natl  Corp 

4.3 

658 

2.3 

11.1 

587 

Levitz  Furniture 

6.3 

595 

6.9 

33.4 

30 

3.6 

New  England  Electric 

4.3 

658 

8.6 

12.6 

470 

Clark  Equipment 

6.3 

596 

-7.8 

15.0 

325 

-1.2 

Magic  Chef 

4.3 

660 

132.9 

21.5 

122 

Houston  Ltg  &  Power 

6.3 

596 

1  ti  c 
1D.D 

293 

56.5 

Oklahoma  Gas  &  Elec 

4.3 

660 

-4.7 

13.4 

415 

Stewart-Warner 

.6,2 

598 

31.0 

6.6 

858 

8.4 

Columbia  Gas  System 

4.2 

662 

3.4 

10.3 

644 

Borg-Warner 

6.2 

599 

36.3 

8.8 

750 

9.5 

Libbey-Owens-Ford 

4.2 

662 

35.6 

10.6 

618 

Scot  Lad  Foods 

6.2 

600 

-80.6 

11.8 

530 

13.5 

Pabst  Brewing 

4.2 

664 

57.6 

9.9 

672 

Firestone 

6.1 

601 

-8.4 

9.1 

726 

12.5 

Servomation 

4.2 

665 

33.9 

7.2 

828 

Cullum  Companies 

6.1 

602 

9fi  Q 

62 

39.5 

N  L  Industries 

4.2 

666 

-2.0 

8.2 

773 

SmithKline  Corp 

6.0 

603 

20.4 

11.0 

592 

25.2 

Simmons 

4.1 

667 

-5.0 

10.3 

645 

Texaco 

6.0 

604 

-30.3 

25.2 

83 

28.9 

Allegheny  Power 

4.1 

668 

23.5 

15.0 

323 

United  Telecom 

6.0 

605 

20.0 

16.4 

251 

18.1 

So  New  England  Tel 

4.1 

669 

14.4 

10.6 

623 

American  Brands 

5.9 

606 

-6.8 

9.1 

729 

15.8 

Associated  Dry  Goods 

4.0 

670 

-6.6 

11.1 

585 

Stokely-Van  Camp 

5.9 

607 

9  A  7 

a  9 

774 

15.1 

Kemper  Corp 

4.0 

671 

68.2 

16.9 

245 

CIT  Financial 

5.8 

608 

10.1 

3.8 

922 

11.0 

Ohio  Casualty 

4.0 

672 

-7.9 

11.2 

571 

City  Investing 

5.8 

609 

-4.8 

17.4 

231 

13.4 

McGraw-Hill 

4.0 

673 

30.4 

5.9 

880 

Atlanta  Gas  Light 

5.7 

610 

-29.8 

10.8 

612 

20.0 

Boise  Cascade 

4.0 

674 

-0.8 

-2.4 

953 

Square  D 

5.7 

611 

19.3 

13.1 

438 

18.6 

Newmont  Mining 

4.0 

674 

-47.0 

21.3 

126 

General  Foods 

5.6 

612 

AA  7 
V*.  1 

ii9 

575 

23.7 

Standard  Oil  Ohio 

4.0 

676 

14.2 

15.2 

314 

Middle  South  Utils 

5.6 

613 

-17.0 

14.4 

363 

34.1 

Southern  Pacific 

3.9 

677 

18.8 

7.0 

841 

Carter  Hawley  Hale 

5.6 

614 

4.0 

12.9 

455 

17.6 

Johns-Manville 

3.9 

678 

24.8 

12.3 

488 

Diamond  Intl 

5.5 

615 

6.4 

8.7 

761 

14.1 

Chromalloy  American 

3.9 

679 

8.5 

20.0 

150 

National  Steel 

5.5 

616 

-24.0 

13.3 

423 

16.6 

Consolidated  Edison 

3.9 

680 

37.0 

15.7 

290 

IMA 

5.5 

617 

19  1 
—  1Z.1 

ten 

io.U 

271 

25.4 

Potomac  Elec  Power 

3.8 

681 

8.0 

16.1 

265 

American  Tel  &  Tel 

5.5 

618 

12.0 

10.9 

600 

20.6 

Continental  Tel 

3.7 

682 

0.9 

14.3 

374 

Textron 

5.5 

619 

12.0 

5.9 

877 

22.0 

Florida  Power 

3.7 

683 

1.2 

21.1 

130 

NCR 

5.4 

620 

-13.4 

9.5 

697 

13.0 

Nashua 

3.7 

684 

-20.4 

21.6 

120 

So  Calif  Edison 

5.3 

621 

2.4 

15.9 

279 

24.7 

Security  Pacific 

3.7 

685 

12.6 

20.9 

136 

Kaiser  Alum  &  Chem 

5.3 

622 

-29.7 

11.2 

577 

16.2 

Columbus  &  So  Ohio 

3.7 

686 

15.7 

14.9 

327 

National  Svc  Inds 

5.3 

622 

21.6 

9.3 

712 

7.2 

Gulf  States  Utils 

VUII    iJIQLC  J  UVIIJ 

3.6 

687 

-6.6 

13.3 

421 

Chase  Manhattan  Corp 

5.2 

624 

-43.0 

26.7 

66 

-2.2 

Pa  Power  &  Light 

3.6 

688 

-9.5 

14.9 

336 

Central  &  South  West 

5.2 

625 

-3.1 

13.8 

396 

42.7 

Philadelphia  Natl 

3.6 

688 

0.3 

22.2 

111 

Combustion  Engineerg 

5.1 

626 

19.6 

12.0 

511 

22.8 

Nabisco 

3.6 

690 

51.3 

15.0 

322 

Hyster 

5.1 

626 

20.5 

10.5 

627 

7.8 

NICOR 

3.6 

690 

24.8 

14.1 

383  j 

Gulf  Oil 

5.1 

628 

-9.8 

17.5 

227 

18.8 

No  States  Power 

3.6 

690 

9.3 

12.0 

516 

Gillette 

5.1 

629 

-2.8 

15.1 

317 

17.8 

Cvr  lnn« 

3.5 

693 

61.3 

16.2 

261 

American  Financial 

5.1 

630 

P-D 

56.5 

3 

9.4 

Ceco 

3.4 

694 

-49.0 

7.7 

801 

United  States  Gypsum 

5.1 

631 

3.2 

12.1 

505 

13.4 

First  Natl  Boston 

3.4 

694 

-18.1 

23.1 

105 

Foremost-McKesson 

5.1 

632 

-12.1 

6.9 

845 

10.3 

Greyhound 

3.4 

696 

12.9 

19.0 

177 

Chemical  New  York 

5.0 

633 

5.2 

25.6 

79 

7.4 

St  Paul  Companies 

3.3 

697 

56.6 

15.3 

311 

Fruehauf 

5.0 

634 

40.1 

17.3 

237 

20.8 

American  Medicorp 

3.3 

698 

90.5 

18.3 

195 

Intl  Tel  &  Tel 

4.9 

635 

-1.6 

15.3 

310 

5.0 

3.3 

699 

122.8 

12.6 

473 

Merrill  Lynch  &  Co 

4.9 

635 

83.0 

12.3 

484 

27.9 

Richmond  Corp 

-  3.3 

700 

25.6 

9.7 

685 

Lane  Bryant 

4.9 

637 

2.1 

9.1 

728 

9.3 

Northeast  Utilities 

3.2 

701 

-1.0 

14.7 

343 

Hanna  Mining 

4.9 

638 

67.0 

9.0 

743 

32.0 

No  Indiana  Pub  Svc 

3.1 

702 

16.8 

11.7 

539 

F  W  Woolworth 

4.9 

638 

26.9 

13.2 

433 

20.4 

G  C  Murphy 

3.1 

703 

12.8 

6.3 

867 

Scott  Paper 

4.8 

640 

16.7 

8.7 

757 

23.4 

Southdown 

3.0 

704 

50.0 

13.5 

411 

FMC 

4.8 

641 

-20.7 

7.6 

807 

7.8 

Mow  FnrHanH  ft  8.  f 

new  cngidnu  a  a  c 

o.u 

7nc> 

/  UJ 

17  9 

18.0 

208 

Washington  Natl  Corp 

4.8 

642 

2.7 

12.6 

470 

61.2 

Pacific  Gas  &  Elec 

2.9 

706 

-14.3 

11.8 

528 

Macmillan 

4.8 

643 

6.3 

6.6 

860 

6.9 

Household  Finance 

1.8 

707 

50.3 

13.3 

425 

Anchor  Hocking 

4.7 

644 

70.0 

11.3 

569 

44.7 

Bankers  Trust  NY 

2.8 

708 

-29.1 

24.2 

93 

General  Tel  &  Elec 

4.7 

644 

19.9 

11.4 

563 

17.6 

Fairmont  Foods 

2.8 

709 

29.4 

8.3 

770  ! 

Sav-On-Drugs 

4.6 

646 

25.0 

9.7 

688 

27.9 

Baltimore  Gas  &  Elec 

2.7 

710 

8.9 

13.3 

422 

•  The  growth  rate  may  be  for  less  than  5  years  as  footnoted  ir 

individual  Yardsticks  tables. 

t  Latest  12  months.         P-D  Profit  to  deficit. 
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FORBES,  JANUARY  1 


Who's  Where  in  Growth 


Corresponding  Annual  Change  in  GNP  Price  Deflator:  6.0% 


EARNINGS  PER  SHARE  1 

SALES 

EARNINGS  PER  SHARE  1 

SALES 

i 

Company 

5-Year* 

1976T  vs 

5-Year" 

1976t  vs 

Company 

5-Year* 

1976T  vs 

5-Year« 

1976t  vs 

Average 

Rank 

Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

Average 

Rank 

1973-75 

;land  Lighting 

2.7% 

710 

16.1% 

14.3% 

372 

24.9% 

Chic  Pneumatic  Tool 

-0.2% 

775 

-49.2% 

10.1% 

660 

3.8% 

c  Service  Colo 

2.7 

710 

-3.7 

13.1 

435 

32.4 

Alterman  Foods 

-0.3 

776 

-34.2 

10.9 

603 

25.0 

Mohasco 

2.7 

713 

51.9 

14.6 

353 

16.0 

Safeco 

-0.3 

777 

109.3 

11.2 

578 

22.2 

Control  Data 

2.7 

714 

23.8 

12.0 

515 

13.9 

Zenith  Radio 

-0.3 

778 

28.3 

7.2 

827 

1.4 

Holiday  Inns 

9  7 

CI 

715 

—  15.3 

11.9 

521 

3.5 

Thrifty  Drug  Stores 

n  i 

— U.J 

77Q 

91  9 

Q  ft 

97  7 
LI  .1 

ardner-Denver 

2.6 

716 

-33.3 

13.2 

428 

27.2 

Westinghouse  Elec 

-0.3 

779 

82.8 

8.9 

744 

5.7 

stern  Bancorp 

2.6 

716 

2.4 

15.4 

307 

2.4 

Clark  Oil  &  Refining 

-0.5 

781 

33.3 

15.8 

287 

31.2 

an  Elec  Power 

2.6 

718 

0.0 

16.1 

268 

35.8 

Kroger 

-0.5 

781 

14.4 

7.2 

823 

22.4 

i  Mohawk  Pwr 

2.4 

719 

-5.1 

11.8 

530 

28.2 

Gray  Drug  Stores 

-0.5 

783 

76.7 

12.6 

472 

17.6 

Green  Giant 

9  A 

C't 

7?n 

 AO  Q 

13.9 

391 

21.0 

Cummins  Engine 

— U.D 

7  ft  A 

Q3  R 
30.0 

io.  1 

OA  1 

Alcoa 

2.4 

721 

-5.7 

10.1 

657 

14.8 

Illinois  Power 

-0.6 

785 

5.1 

10.4 

636 

25.8 

ind  Elec  Ilium 

2.4 

722 

-6.1 

13.6 

409 

18.8 

Union  Electric 

-0.6 

785 

23.3 

11.5 

553 

31.5 

irge  A  Hormel 

2.3 

723 

15.6 

7.8 

796 

18.8 

Culbro 

-0.6 

787 

47.6 

6.4 

864 

29.6 

ite  Elec  &  Gas 

2.3 

724 

11.7 

10.8 

609 

31.2 

McGraw-Edison 

-0.7 

788 

78.8 

7.4 

817 

12.6 

Pet 

9  3 
CO 

795 
/  Cj 

19  9 

7.3 

820 

6.2 

Continental  Group 
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rate  may  be  for  less  than  5  years  is  footnoted  in  individual  Yardsticks  tables.       t  Latest  12  months.      P-D  Profit  to  deficit.      D  P  Deficit  to  profit. 
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Who's  Where  in  Growth 


Corresponding  Annual  Change  in  CNP  Price  Deflator 


EARNINGS  PER  SHARE 
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D-D 

932 
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11.1 

Shopwell 

-54.7 

890 

DP 

7.8 

793 

11.9 

Perini 

DP 

70.6 

7.4 

Ampex 
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n  lh  r3'9  """Y  >>«  'or  less  than  5  years  is  footnoted  in  individual  Yardsticks  tables. 

D  P  Deficit  to  profit;  not  ranked.      P-D  Profit  to  deficit.      D-D  Deficit  to  deficit. 
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t  Latest  12  months. 
Not  available;  not  ranked. 
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Announcing 
TIME  EuroExecutive. 


The  publishers  of  TIME  announce  the  first  demographic  advertis- 
ing edition  ever  published  in  Europe... TIME  EuroExecutive... cen- 
tered precisely  on  the  Executive  Market  of  Europe. 

The  edition  has  a  circulation  of  85,000  and  a  black  and  white  page 
rate  of  $3,570. 

These  85,000  were  chosen  from  TIME  Europe  subscribers  who, 
by  questionnaire,  individually  identified  themselves  as  executives  in 
business,  government  or  the  professions. 

The  basic  page  rate  of  $3,570  brings  TIME  EuroExecutive  within 
range  of  those  limited-budget  advertisers  who  have  long  sought  a 
way  to  reach... economically... a  major  segment  of  the  European 
Executive  Market  in  a  high-prestige  setting. 

TIME  EuroExecutive  becomes  available  with  the  issue  of  February  7, 
1977.  Matching  pages  in  TIME  Top  Management  in  the  U.S.  will  earn  a 
5%  discount  in  both.  For  further  details  regarding  the  readers  of  TIME 
EuroExecutive  and  how  this  interesting  new  availability  can  be  useful  to 
you,  call  your  TIME  representative. 


Who's  Where 

In  The  Stock  Market 


Had  you  bought  stocks  five  years 
ago  and  held  them,  there  was  a  60% 
chance  that  you  would  have  lost  mon- 
ey. That  much  is  clear  from  the  table 
below:  Of  the  953  stocks  with  per- 
centage gains  indicated,  only  389 
>\crc  higher,  as  1976  neared  its  end, 
than  they  had  been  a  half  decade 
earlier. 

Even  more  frightening  is  the 
amount  of  money  you  could  have  lost. 
Over  150  of  these  stocks  were  down 
50%  or  more,  and  in  many  cases  the 
losses  ran  to  70%,  80%  or  even  90%. 


The  biggest  loser  was  Grolier,  a  one- 
time market  favorite,  which  lost  no 
less  than  95%  of  its  value.  Other  big 
losers:  National  Kinney;  Levitz  Furni- 
ture; Jonathan  Logan;  Kaufman  & 
Broad;  White  Motor;  Fedders. 

While  these  horrendous  losses  were 
taking  place,  the  market,  as  measured 
by  the  Dow  Jones  industrial  average, 
was  up  slightly— 6.8%. 

Fortunately,  there  were  also  some 
good  price  gainers  over  this  period. 
Some  71  stocks  in  this  universe  of 
nearly  1,000  doubled  or  better.  The 


winners  were  a  mixed  bag.  There 
were  natural  resources  stocks  like 
Moore  MeCormack,  Westmoreland 
Coal,  St.  Joe  Minerals,  Potlatch.  There 
were  a  few  conglomerates:  Teledyne, 
NVF,  Colt  Industries.  Oil  and  oil-re- 
lated stocks  also  did  well,  especially 
Houston  Natural  Gas,  Schlumberger, 
Continental  Oil,  Kewanee,  J.  Ray 
McDermott. 

How  did  the  typical  stock  do?  At 
the  precise  middle  of  the  list  stands 
Hoover  Ball  &  Bearing.  Hoover  de- 
clined by  10.6%  over  the  half  de- 
cade and  ended  the  period  selling  at 
six  times  earnings.  If  that  was  a  typi- 
cal performance— and  it  was— is  it  sur- 
prising that  the  public  is  less  than 
happy  about  the  stock  market?  And 
is  not  breaking  down  the  doors  to! 
get  aboard?  * 


Who's  Where  in  the  Stock  Market 


Five-Year  Change  in  Consumer  Price  Index:  40.8 


Total 


Latest 


Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

Company 

5-Year 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Curre 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yiet 

1 

10 

Mnnrp  Mrftftrmarlr  Rftc 

f.70  80A 

55%. 

5% 

3  7 

%  177 

*P  O.J-) 

5 

$  1.00 

2.2 

2 

Mapco 

397.8 

50%- 

8% 

43% 

18.7 

809 

2.87 

15 

0.90 

2.1 

3 

1 

NVF 

386.1 

12%- 

1% 

7% 

8.6 

68 

1.22 

6 

none 

o.c 

4 

* 

Natl  Semiconductor 

313.7 

55%- 

6% 

27% 

12.8 

355 

1.29 

22 

none 

0.0 

5 

118 

Westmoreland  Coal 

305.2 

65%- 

7% 

58 

6.8 

396 

7.23 

8 

1.70 

2.9 

6 

* 

E-Systems 

276.8 

433/4- 

6% 

41% 

2.2 

94 

4.77 

9 

1.60 

3.8 

7 

3 

Archer  Daniels  Midland 

259.1 

31%- 

43/4 

20 

29.5 

590 

2.29 

9 

0.20 

l.( 

8 

Earth  Resources 

252.6 

19%- 

4% 

16% 

4.5 

75 

2.70 

6 

1.00 

6.C 

9 

2 

Cameron  Iron  Works 

242.1 

49  - 

9% 

32% 

10.1 

329 

4.15 

8 

0.28 

0.9 

10 

24 

St  Joe  Minerals 

238.4 

50  - 

11% 

39% 

20.2 

790 

3.26 

12 

1.30 

33 

11 

148 

Cooper  Industries 

230.4 

41%- 

9% 

38 

11.0 

419 

3.49 

11 

0.84 

2.2 

12 

78 

Arthur  G  McKee 

229.7 

20%- 

43/4 

18 

3.1 

56 

2.65 

7 

0.90 

5.C 

13 

31 

Diamond  Shamrock 

225.6 

40  - 

8% 

32% 

35.1 

1,143 

3.74 

9 

1.10 

3.4 

14 

356 

Teledyne 

222.3 

80%- 

7% 

68 

11.9 

808 

10.31 

7 

none 

0.C 

15 

27 

Houston  Natural  Gas 

219.2 

36%- 

7% 

31% 

34.4 

1,070 

2.74 

11 

0.60 

14 

16 

168 

Northrop 

218.2 

47  - 

9% 

45% 

6.3 

289 

4.70 

10 

1.40 

3.| 

17 

12 

Intl  Minerals  &  Chem 

206.2 

48%- 

11% 

383/4 

17.7 

684 

7.27 

5 

2.40 

6.2 

18 

63 

Athione  Industries 

205.6 

14%- 

3% 

13% 

3.7 

50 

2.63 

5 

0.60 

4.4 

19 

104 

Colt  Industries 

198.5 

56%- 

13 

49% 

6.6 

326 

8.02 

6 

2.50 

5.C 

20 

9 

Schlumberger 

188.6 

103  ■ 

32% 

99% 

57.3 

5,687 

4.82 

21 

0.80 

0.8 

21 

• 

Pioneer 

187.4 

36%- 

11% 

35% 

9.3 

329 

3.94 

9 

1.44 

4.1 

22 

84 

Potlatch 

178.8 

69  - 

19% 

69 

7.5 

518 

5.83 

12 

1.68 

2.4 

23 

* 

Gulf  Resources  &  Chem 

173.9 

25%- 

5% 

15% 

6.9 

109 

2.28 

7 

1.00 

6.3 

24 

* 

Smith  International 

172.4 

41%- 

10% 

35% 

9.4 

338 

4.09 

9 

0.52 

1.5 

25 

25 

Fluor 

172.2 

49  - 

10% 

36 

15.0 

540 

3.70 

10 

0.80 

2.2 

26 

56 

Koppers 

161.1 

30%- 

7% 

23% 

24.8 

582 

2.81 

8 

0.90 

3.8 

27 

19 

Air  Prods  &  Chems 

160.4 

41%- 

12% 

31% 

27.6 

862 

2.30 

14 

0.20 

0.6 

28 

70 

Holly  Sugar 

160.4 

46%- 

10% 

36% 

1.6 

57 

NA 

4.40 

12.2 

29 

74 

Amsted 

159.9 

49%- 

16 

49% 

5.4 

265 

6.38 

8 

2.00 

4.1 

30 

72 

Continental  Oil 

156.3 

40%- 

12% 

37 

106.8 

3,953 

4.24 

9 

1.20 

3.2 

31 

53 

Inland  Container 

154.0 

34  - 

9% 

26% 

8.0 

210 

3.72 

7 

1.00 

3.8 

32 

17 

Halliburton 

153.4 

69%- 

16% 

65% 

58.6 

3,822 

4.88 

13 

0.56 

0.9 

33 

18 

MCA 

151.4 

44%- 

8% 

33% 

17.5 

587 

5.35 

6 

1.00 

3.0 

34 

64 

Bucyrus-Erie 

150.6 

30%- 

8% 

25% 

20.3 

515 

1.95 

13 

0.64 

2.5 

35 

52 

General  Dynamics 

150.6 

65  - 

13% 

54% 

10.8 

590 

8.74 

6 

none 

0.0 

Not  ranked  last  year.      NA  Not  available. 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  40.8% 


Total 

Latest 

lank 

Shares 

Market 

12-Month 

Price/ 

InHiratAfl 

1 IIU  H.  a  ICU 

5-Year 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'75 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

(  32 

J  Ray  McDermott 

150.0% 

56%- 

16% 

45% 

15.7 

$  714 

$11.58 

4 

$  1.00 

2.2% 

f  15 

AEStaley  Mfg 

146.3 

32%- 

5% 

18% 

10.8 

200 

3.50 

5 

1.00 

5.4 

ll  11 

Copperweld 

144.1 

53  - 

17% 

43% 

2.8 

122 

6.38 

7 

2.40 

5.5 

i  90. 

Union  Camp 

149  C 
lit.  5 

67%- 

23% 

62% 

24.2 

1,508 

4.97 

13 

1.60 

2.6 

Ei  on 

Crane 

141  C 
141.0 

39%- 

6% 

v  /4 

25% 

10.2 

257 

5.38 

5 

1.20 

4.8 

.  158 

United  Technologies 

139.1 

37%- 

10% 

35% 

25.2 

884 

4.80 

7 

1.20 

3.4 

J  * 

Pizza  Hut 

137.2 

31  y8- 

8 

25% 

8.3 

212 

2.47 

10 

0.12 

0.5 

!  94 

Dresser  Industries 

137.0 

47 

15% 

40 

39.2 

1,567 

4.11 

10 

0.80 

2.0 

1  A.9 
'  IUL 

Boeing 

1  OC  £ 

46%- 

11% 

A  *3  7/ 

43% 

21.2 

931 

4.05 

11 

1.25 

2.8 

• 

Entex 

27  - 

7% 

9C1  / 

26% 

5.4 

1  Aft 

140 

3.30 

8 

1.20 

4.6 

i  358 

Reserve  Oil  &  Gas 

134.5 

1  17/ 

3% 

17 

12.7 

215 

1.22 

14 

0.16 

0.9 

30 

Deere 

134.1 

36/8- 

12% 

30 

59.6 

1,789 

4.14 

7 

1.10 

3.7 

:  65 

United  States  Steel 

133.7 

59%- 

1  "7  7/ 

17/8 

47% 

81.7 

3,850 

5.43 

9 

2.20 

4.7 

i  An 

4U 

Stauffer  Chemical 

lou.o 

54 

17% 

A  CI  / 

45% 

Z1.7 

non 
980 

5.15 

9 

1.44 

3.Z 

00 

Missouri  r  acme 

1 9B  0 

110.3 

38%- 

14 

TOO 

IlM 

A  OQ 

b.45 

b 

l.bO 

A  1 

4.1 

308 

UV  Industries 

127.1 

35%- 

1  A 

14 

34% 

4.5 

154 

7.79 

4 

1.50 

4.4 

* 

Kewanee  Industries 

125.9 

33 

9% 

32% 

9.6 

313 

3.89 

8 

0.72 

2.2 

47 

.  Univar 

125.7 

1  C  1  / 

15%- 

3% 

9% 

6.7 

66 

1.87 

5 

0.56 

5.7 

Harnischfeger 

19£  1 

00  7/ 

22/s- 

CI/ 

5% 

1  c 
lb 

Q  7 
6./ 

1  Aft 

140 

O  7A 

b 

A  OA 

C  A 

10 

Baker  International 

1  9  A  3 
lZU.O 

58%- 
^u  /8 

77/» 

'  /o 

48 /8 

1  O  O 
lO  .3 

con 

00O 

O  CO 

i.DL 

1  ji 
14 

A  A  C 

U.4b 

A  O 

u.9 

36 

Getty  Oil 

119.4 

198%- 

66 

183% 

18.6 

3,423 

13.50 

14 

2.00 

1.1 

55 

Anderson-Clayton 

116.0 

48%- 

14% 

47 

6.5 

306 

5.62 

8 

1.60 

3.4 

4 

Roadway  Express 

113.7 

51  - 

in/ 

15% 

37% 

20.5 

762 

2.02 

18 

0.45 

1.2 

1  30. 
109 

Vulcan  Materials 

11  S.I 

29%- 

ioy4 

971  / 

27% 

11.3 

J14 

3.1st 

y 

1  ftft 

l.UU 

Q  7 
O.I 

|lf>U 

mum 

1 19  1 

10  /8 

/8 

14  y8 

10  0 
loo 

1  QC 

O  OA 

c 
0 

ft  0,9 

0-0 

5 

Yellow  Freight  System 

111.6 

46%- 

101/ 

13% 

36% 

14.3 

521 

2.32 

16 

0.48 

1.3 

68 

Cone  Mills 

111.2 

28y2- 

7% 

23% 

6.2 

147 

5.47 

4 

1.05 

4.5 

35 

Digital  Equipment 

110.9 

60/s- 

15% 

54% 

38.8 

2,102 

2.09 

26 

none 

0.0 

• 

naymonu  inu 

ino  fi 

24%- 

6% 

011/ 

9  0 

L.O 

Cft 
DO 

O  7C 
O./D 

c 
0 

U.oU 

3  7 

O.I 

91 C 
£.10 

westvaco 

10  /.l 

315/«- 

ox  /8 

12 

001  / 

28% 

1  C  7 

lb./ 

ACQ 

403 

O  OQ 
0.03 

Q 

0 

1  in 
1.1U 

0.3 

>  483 

Reynolds  Metals 

107.0 

42%- 

12 

37 

17.3 

639 

4.81 

8 

1.20 

3.2 

219 

Weyerhaeuser 

104.9 

49%- 

21% 

47% 

127.2 

6,025 

1.93 

25 

0.80 

1.7 

45 

Denny's 

103.4 

25%- 

5% 

22% 

8.5 

191 

2.09 

11 

0.44 

2.0 

o 
0 

Dow  Chemical 

1A9  Q 

107.9 

57%- 

191/2 

Aft 

40 

IOC  il 

ioo.4 

7  A  1  C 

/,41b 

O  Aft 

1  0 

It*. 

1  no. 

l.UU 

9  R 
L.O 

fin 

DU 

U  V  Pnrtar 

n  l\  rorier 

1ft9  c 
luY.b 

43 

19 

i.e. 

4/ 

ft  AG 

o.oy 

A 

S  1 

• 

Niagara  Frontier  Svc 

100.0 

16%- 

5 

14 

2.2 

31 

3.00 

5 

0.56 

4.0 

108 

Utah  International 

98.8 

74/b- 

31% 

63% 

31.5 

1,999 

4.94 

13 

1.30 

2.1 

69 

Phillips  Petroleum 

98.8 

71%- 

26% 

60% 

76.4 

4,649 

5.11 

12 

1.80 

3.0 

979 

.   Ll  L 

Dean  Foods 

OO  9 
90.3 

30 

Ol  / 

8% 

29% 

1  o 
1.0 

oy 

a  in. 
4.1U 

7 

U.  3D 

3  9 

0.£ 

'  1A9 
11£ 

Interlake 

Q£  9 

42  V»- 

13V« 

1J  /8 

36y8 

£  A 
O.U 

o.y4 

E 

9  9fl 

r  n 

i  198 

AMAX 

95.1 

6oy4- 

27 

55% 

31.9 

1,757 

4.17 

13 

1.75 

3.2 

(  90 

Texasgulf 

94.3 

37%- 

14% 

29% 

30.7 

917 

2.44 

12 

1.20 

4.0 

t  160 

McLouth  Steel 

93.9 

23  y4- 

9% 

19% 

5.4 

108 

1.50 

13 

1.60 

8.1 

o*tO 

ftirs-vnaimers 

Q3  4 
30.0 

30 

6% 

9R1/ 
"78 

1  n,  7 
iU./ 

9£Q 
ZDj 

A  93 

c 

u 

3.6 

19A 

Inf  a rn  -i  ^  i .  \  n  1 1  Dinnr 

irneinaiionai  raper 

03  9 
30.Z 

7Q3X. 

/  j  /4 

31% 

b/y8 

40-0 

3,134 

D.^o 

1 1 
11 

?  on 

3.0 

i  in 

Tektronix 

92.3 

68  %- 

18% 

62% 

8.8 

550 

3.73 

17 

0.30 

0.5 

!  14 

Hewlett-Packard 

92.2 

120%- 

45% 

92 

27.9 

2,567 

3.23 

28 

0.30 

0.3 

1  77 

Standard  Oil  Ohio 

91.8 

86 

30 

78% 

29.5 

2,316 

3.38 

23 

1.36 

1.7 

901 
Ml 

nanay  &  narman 

Q1  C 
3 1.5 

20%- 

9% 

1  Q3/ 

18% 

0.0 

OD 

0. 10 

e 
D 

U.OU 

4  3 

I  A9R 
>  4£3 

Allegheny  Ludlum  Ind 

OA  7 

90./ 

43%- 

18% 

35% 

A  Q 
4.0 

1 7Q 
I/O 

ill 
1.11 

39 
oL 

1  an 

l.OU 

J.U 

i  26 

Dillon  Companies 

90.3 

37y2- 

14% 

31% 

9.2 

290 

2.36 

13 

1.08 

3.4 

1  67 

Kellogg 

89.8 

27%- 

10% 

25% 

73.6 

1,887 

1.71 

15 

1.10 

4.3 

\  350 

Reichhold  Chemicals 

88.9 

19%- 

6% 

17 

6.9 

117 

2.45 

7 

0.74 

4.4 

1  29 

Butler  Manufacturing 

87.0 

26%- 

10% 

21% 

5.8 

125 

2.62 

8 

0.80 

3.7 

i  197 

Santa  Fe  InU 

86.9 

52%- 

13 

37% 

9.6 

359 

4.50 

8 

0.30 

0.8 

'■  243 

Pneumo  Corp 

86.4 

16V4- 

2% 

13% 

2.1 

30 

3.47 

4 

1.00 

7.3 

1  51 

Albertson's 

86.4 

24%- 

10 

20% 

7.3 

147 

2.20 

9 

0.72 

3.6 

\  206 

Northern  Natural  Gas 

86.3 

53  - 

17 

42% 

22.0 

933 

6.45 

7 

2.08 

4.9 

1  750 

American  Standard 

854 

28/8- 

7% 

28% 

11.8 

335 

4.01 

7 

1.30 

4.6 

1  81 

Nash  Finch 

85.1 

29  - 

12 

29 

1.7 

50 

4.63 

6 

1.63 

5.6 

)  ranked  last  year. 
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Who's  Where  in  the  Stock  Market 


* 

Five- Year  Change  in  Consumer  Price  Index:  40.1 


Total 


Latest 


Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

Company 

5-Year 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Curr 

'76 

'75 

Price  Change         Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yie 

96 

339 

r.dbir.  i!  ud5  ot  rue) 

85.0% 

27%- 

5% 

91  Q 

J>  3/3 

t  9  Q7 

0 

*  U.oU 

0 
0. 

97 

404 

Alcos 

84.0 

6i  %- 

25% 

30  /2 

14  1 

1 8?1; 

l,OL  J 

1  17 
0.1/ 

1 7 
1  / 

1  /in 

L 

98 

190 

f  antral  ^tflo!  SL  Wirp 

82.8 

118  - 

65 

1  1  7 

n  1 

u.o 

1Q 

^9  Q7 

A 
H 

c  no 
o.UU 

c 
3, 

99 

123 

ZD  /4 

3/  /8 

86.1 

4  Q41 
•t,  j*t  1 

A  7Q 

/  j 

1  9 

1  RO 
1.3U 

0 
L. 

100 

489 

Super  Food  Services 

81  S 

1  Rl/.  - 
13  74 

4  V. 
^  /8 

15% 

1.0 

16 

1.58 

10 

0.32 

2. 

101 

491 

80.7 

31%- 

13% 

99  9 

K9n 

n  ko 

U.DU 

O 
L. 

102 

* 

Hucrhpc  Tnnl 

1  lUgllgO  1  VUI 

79.5* 

52%- 

15 

1R1/. 
OO  /4 

in  9 

IRQ 

0  RO 

1 

1. 

103 

286 

Hnii/arc^il  1  oaf 

79.4 

3oy4- 

10% 

A  7 

111 

100 

7 

1  Rfi 
1.3D 

0. 

104 

260 

njcgci  i CAiiic 

/  O- J 

91  3/„. 
<-l78 

O  /8 

?f!3/„ 

1  R 
0.0 

78 
/  0 

1  Id. 

c 

J 

1  ^0 
l.OU 

c 
D 

105 

116 

Pittston 

77  fi 

/  /  .O 

AR 

3  /4 

33% 

37.0 

1,248 

4.27 

8 

1.00 

3. 

106 

82 

rcuci  ai  vu 

77.1 

3iy«- 

9 

911/ 

9  Q 

fi7 
0/ 

A 

4 

1  en 

l.OU 

c 
0. 

107 

84 

76.8 

24%- 

4 

1  m/. 

13  74 

R  R 
0.0 

1 1A 

j.Ol 

0  AO 

0 
C 

108 

21 

Pool*  Inrtiostrips 

76.7 

26%- 

7 

173/. 
1/78 

1  fi 
O.D 

fil 

OO 

9  nn 

q 

n  ao 

z. 

109 

42 

Philin  MnrrK 
rump  inui  us* 

7fi  S 

/  O.J 

fiR3/„. 
0078 

00  /8 

J  J.H 

1  RR9 
o,ooz 

d  9A 

1  R 

1  30 
l.OU 

9 

110 

446 

Washington  Post 

73.4 

22  - 

73/. 
'  /8 

22 

8.5 

187 

2.25 

10 

0.25 

1. 

111 

38 

TflYa^  f*nmm*»rrp  R<sh<i 

ICAfld  vUllllliClUG  DjIIO 

73.2 

503/4- 

21% 

O/74 

1 1  R 

AIR 

HO  3 

^  9R 

1  9 

1  in 

L. 

112 

498 

Orridpntal  Pptrolcum 

VVvlU ^11 IDI   I  Cll  VI6UIII 

72.6 

22%- 

7% 

ZU  /2 

JO.t 

1,1JJ 

1  .Oil 

1  1 
1 1 

1  nn 

A 

113 

390 

Vfll  |ICIIIVI    1  CLIIIIUlUgJ 

71.4 

34%- 

i5y4 

11 
OO 

1 

*t  .0  0 

7 

i  Rn 

c 

J. 

1  1  A 

114 

414 

Iowa  Rppf  Prorps^fifi 

68.8 

917/.- 

«/8 

911/. 
'J  72 

D.UH- 

n  dn 

U.4U 

1 

1. 

115 

208 

West  Point-Pepperell 

68  5 

UO.J 

4?  3/.. 

1  /  /4 

38% 

4.8 

183 

5.61 

7 

2.40 

6. 

116 

44 

Gulf  &  Western  Inds 

67.2 

21%- 

6V2 

171/. 
i'  74 

47 

4/  .3 

R?n 

A  ?K 

*♦ 

0  fiO 
U.DU 

0. 

117 

66 

M  a  s^p  v-  Fp  r  a  i  Kim 

67.0 

32%- 

11% 

901/. 
ZU'/4 

1 R  1 
10. 0 

17ft 

J  /  V 

R  R7 
3.0/ 

0 

1  00 
l.UU 

118 

43 

■fiuiidaiiiu 

67.0 

100 

39% 

R1  5/„ 
01  /8 

Ifi  9 

OD.Z 

9  QS1 

&l  J  J  J 

1  n  qr 

1U.  JO 

7 

9  RO 

0. 

119 

ion 

222 

Marathon  Oil 

66  7 

fi(|7/„- 
OU  /8 

?fi 

3D  /4 

in  1 

JU.  1 

1  691 

1,131 

S  9A 

J.  J*T 

Q 

2.00 

J. 

120 

* 

Peavey 

£U  /8" 

R3/„ 
0  /8 

16% 

5.6 

93 

2.73 

6 

0.74 

4. 

121 

75 

Qpnpral  MiEK 

UCIICIlll  IFflllO 

66.3 

34%- 

14% 

141/. 
04 '/2 

*f  3.0 

1  7f19 

9  1Q 

1  fi 

ID 

0  7fi 
u./o 

9 

122 

54 

Kprr-Mrfipp 
nci  i  "induce 

66.2 

95%- 

37% 

71  7/„ 
/1 78 

9R  R 

Z  JO 

1  SRS 
1,03  J 

■i  07 
O.U/ 

1 A 

1*T 

1  9R 

1 

1. 

123 

340 

chpll  Oil 

Ollvll  VII 

65.1 

783/4- 

301/4 

7R 
/  O 

fiQ  7 
0  J.  / 

<i  AIR 

10  OK 
1U.UO 

0 
0 

1  00 

O.UU 

■3 
0. 

124 

128 

Btioci*  SL  Straff nn 

64  9 

Vl*T.i/ 

1?3Z  - 

143/ 

It  /4 

t.3  /8 

14.5 

425 

?  m 

14 

1.05 

3 

125 

752 

Boise  Cascade 

64.  7 

107/.- 
OU  /8 

Ri/« 

0  /4 

30% 

29.4 

909 

2.83 

11 

0.80 

1. 

126 

119 

Bpprh  Aircraft 

64.0 

23%- 

6% 

1372 

fi  Q 

D.J 

1  is 

9  RQ 

7 

1  on 

1  .uu 

127 

548 

Kaispr  Alum  &  Chpm 

naioci  mum  at  viicm 

64.0 

40%- 

12 

11 
OO 

1Q  1 

1  j.O 

fiifi 
000 

9  R7 
CO/ 

1 1 
1 1 

1  90 

l.£U 

3 

128 

34 

Tpyhc  Incfriimpnfc 

ICAflS  IIIOll  U1IICIIIO 

63.7 

13878- 

58% 

91  n 

9  ISfi 

1  RR 
j  .00 

9fi 

1  no 

1  .UU 

129 

259 

Ethyl 

62.8 

49V->- 

187/fi 

4fll/. 

Q  9 

j.z 

373 

fi  Qfi 

U.  JU 

5 

1.60 

4 

130 

624 

Midland-Ross 

62.3 

26  V.- 

t.u  /8 

8Vo 

0  /8 

26% 

5.4 

141 

3.73 

7 

1.40 

5. 

131 

* 

Freeport  Minerals 

61.6 

34  - 

17% 

Z3  /2 

15.5 

457 

2.30 

13 

1.60 

5, 

132 

183 

Atlantic  Richfield 

61.5 

58i/8- 

23% 

jo  /8 

95.2 

5,532 

4.95 

12 

1.60 

2, 

133 

127 

Union  Pacific 

61.2 

99 

47% 

Q«3/ 
30  /4 

23.2 

2,294 

7.49 

13 

3.40 

3 

11!) 

Pilfchurv 

60.9 

44 1/4- 

153/4 

JJ  /8 

16.1 

636 

2.88 

14 

1.16 

1 

135 

6 

Chicago  Bridge  &  Iron 

58.6 

1LO  /2 

33% 

54% 

9.8 

531 

4.89 

11 

2.00 

3 

136 

155 

Tyler 

58.5 

211/8- 

5% 

21 

5.5 

116 

3.27 

5 

0.50 

2 

137 

328 

Dravo 

58.5 

26  - 

12% 

913/. 
«  /8 

4  q 

115 

9  80 

8 

0.95 

4 

138 

103 

Ravthpon 

56.7 

673/g- 

20 

01/8 

15.3 

945 

5.30 

12 

1.20 

1, 

Wal-Mart  Stores 

•i  hi  intuit  wivico 

56.3 

17V?- 

33/1 

1 J  /8 

13.4 

210 

1.07 

15 

0.08 

0. 

140 

227 

Gt  Northern  Nekoosa 

56.1 

351/,- 

jj  /z 

12V» 

30% 

15.4 

473 

3.95 

8 

1.10 

3 

141 

244 

Union  Oil  California 

55.7 

563/4- 

27% 

S93/ 

JZ  /4 

35.8 

1,888 

7.26 

7 

2.10 

4, 

142 

203 

Dana 

55.5 

291/2- 

7 

?fi 

9°.  9 

760 

3.05 

g 

0.84 

3 

143 

286 

Easle-Picher  Inds 

55.1 

391/2- 

11% 

17 
j  / 

4  7 
•t.  / 

176 

4.33 

9 

1.16 

3, 

144 

301 

Abbott  Laboratories 

55.0 

551/4- 

I51/4 

JU 

98  R 

LUC 

1,442 

3.07 

16 

0.88 

1, 

1  A  R 
1H3 

C90 

o/.o 

Kaiser  Industries 

llHI4vl    IllUUilll  IVO 

54.6 

I6V0- 
■10/8 

4 

1 1 

10 

?R  S 

CO.  J 

370 

1.51 

9 

0.26 

2. 

146 

105 

Standard  Oil  ind 

54.3 

571/8- 

30% 

53% 

146.8 

7,870 

6.15 

9 

2.30 

4 

147 

314 

Lukpns  Stepl 

52.8 

391/4- 

16 

941/. 

9  fi 

fi? 

O'- 

1  Q1 

O.J  1 

c 

u 

1.60 

6 

148 

611 

Ex-Cell-0 

*— ft    VOIP  V* 

51.5 

273/8- 

9% 

953/„ 
ZJ  78 

r  n 

2.86 

9 

1.10 

4 

149 

300 

WHIampffp  Inris 

51.3 

32i/2- 

9% 

11 
Ol 

19  7 

19? 
J  J  - 

3.09 

10 

0.90 

2 

150 

^onthprn  Union 

out; i net ii  uiiiviu 

51.0 

4oy4- 

16% 

T7 
0  / 

3.** 

?nn 

A  91 

g 

1.84 

5 

1 

1  P.7 
10/ 

Sunpr  Vain  Storps 

50.6 

22  - 

5% 

91  3/. 
ZI74 

R  Q 

O.J 

1 3  j 

9  1 1 

10 

0.66 

3 

j 

152 

382 

Republic  Steel 

50.3 

40%- 

19% 

31 

16.2 

502 

4.02 

8 

1.60 

5 

153 

351 

J  P  Stevens 

50.2 

26%- 

10 

20% 

11.6 

237 

3.61 

6 

1.20 

5 

154 

204 

St  Regis  Paper 

49.0 

501/2- 

18 

36% 

22.5 

814 

4.30 

8 

1.64 

4 

155 

112 

Fairchild  Camera 

48.4 

903/4- 

16% 

41 

5.3 

216 

1.54 

27 

0.80 

2 

156 

233 

Foster  Wheeler 

48.2 

61%- 

12% 

33% 

4.0 

136 

5.12 

7 

1.10 

3 

157 

590 

Studebaker-Wurthington 

48.2 

451/2- 

12 

40% 

5.3 

214 

9.03 

4 

1.32 

3 

Not  ranked  last  year.      %  Four-year  prici 


XX  Three-year  price  change. 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  40.8% 


Total 

Latest 

Rank 

5-Year 

Shares 

Market 

12-Month 

Price/ 

Indicated 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•  '75 

Company 

Price  Change         Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

3  248 

Chessie  System 

47.9% 

403/g- 

18% 

38% 

19.0 

$  733 

$  5.50 

7 

$  2.32 

6.0% 

)  320 

Ark  Louisiana  Gas 

47.8 

27%- 

125/8 

263/4 

12.6 

336 

3.36 

8 

1.80 

6.7 

}  220 

Hoerner  Waldorf 

AC  7 

94 

P.  3/ 
O  74 

22 

14.4 

317 

2.39 

9 

0.90 

4.1 

L  294 

Oklahoma  Natural  Gas 

Aft  4 

*»U.O 

4(15/ 

141/ 
14*/2 

30 

6.7 

201 

4.40 

7 

1.80 

6.0 

I  Z64 

Kimberiy-Glark 

Aft  1 

103/ 

185/ 
1°78 

41% 

23.3 

966 

4.99 

8 

1.80 

4.3 

)  37 

WW  Grainger 

46.2 

45  - 

15% 

30% 

14.1 

425 

1.81 

17 

0.36 

1.2 

t  533 

Hanes 

46.1 

28  %- 

6 

23% 

4.0 

93 

4.35 

5 

1.00 

4.3 

>  99 

Allied  Stores 

1 11/ 

4878 

9.4 

460 

7.06 

7 

1.80 

3.7 

5  223 

Commercial  Metals 

AC,  £ 

**J.O 

17 

13/. 
078 

11% 

2.5 

28 

1.23 

9 

0.60 

5.3 

r  411 

I  212 

BankAmerica  Corp 

A«i  1 

19 
1Z 

25% 

145.5 

3,729 

2.36 

11 

0.80 

3.1 

t  109 

Sperry  Rand 

45.1 

56  - 

23% 

44% 

34.7 

1,547 

4.28 

10 

0.92 

2.1 

I  165 

Skaggs  Companies 

45.1 

28y8- 

5% 

22% 

8.0 

177 

2.07 

11 

0.50 

2.2 

I  7 

McDonald's 

AA  Q 

773/. 
1 1  If 

91 1 ' 
Zl  74 

54% 

40.1 

2,201 

2.60 

21 

0.10 

0.2 

I  138 

Pullman 

44  7 

171/. 
1/78 

32% 

10.9 

359 

3.43 

10 

1.32 

4.0 

>     CI  1 

!  511 

Belco  Petroleum 

44  1 

943/. 
"78 

ft  5/, 
»78 

223/g 

7.5 

168 

3.64 

6 

0.60 

2.7 

1  235 

Armco  Steel 

44.1 

35%- 

18% 

29 

29.5 

857 

3.39 

9 

1.80 

6.2 

\  130 

Amer  Broadcasting 

43.9 

403/4- 

11% 

37% 

17.4 

658 

2.46 

15 

1.00 

2.6 

i  232 

Avnet 

41  C 

iU'/S- 

41/ 
4V8 

16% 

12.3 

203 

2.63 

6 

0.60 

3.6 

i  79 

Ralston  Purina 

4.4  1 

147/ 

9Q 

zy 

50% 

35.7 

1,810 

3.53 

14 

1.20 

2.4 

Cal-Maine  Foods 

A4  4 
f  O.O 

ftl/. 
°/8 

93/ 

^  /4 

5% 

2.5 

13 

1.21 

4 

none 

0.0 

i  193 

Federal  Paper  Board 

43.1 

19%- 

7% 

17% 

5.5 

96 

4.03 

4 

0.90 

5.1 

1  327 

National  Distillers 

42.5 

27%- 

12% 

22% 

25.2 

570 

3.46 

7 

1.40 

6.2 

145 

J  P  Morgan  &  Co 

AO  7 

741/ 

413/ 

53% 

38.7 

2,061 

4.77 

11 

1.80 

3.4 

510 

Engelhard  Min  &  Chem 

41  ft 

473/. 

193/. 
«  78 

32% 

31.3 

1,023 

4.01 

8 

1.00 

3.1 

!  182 

Inland  Steel 

41  * 

1H5/. 
JOTS" 

911/ 
ZD  78 

46% 

20.0 

940 

4.72 

10 

2.60 

5.5 

276 

Signal  Companies 

41.5 

25%- 

123/8 

22% 

19.7 

447 

2.19 

10 

1.10 

4.9 

137 

Amer  Hoist  &  Derrick 

41.2 

18%- 

7% 

15% 

4.5 

69 

3.96 

4 

0.80 

5.2 

• 

Perini 

4i  n 

fti/ 

o/4 

O 

6% 

3.9 

27 

2.11 

3 

0.30 

4.4 

I  249 

FJtra 

4Q  Q 

413/ 

113/ 
1178 

29% 

11.3 

333 

3.49 

8 

1.16 

3.9 

1  214 

General  Signal 

40  7 

101/ 

171/ 

493/4 

7.8 

389 

3.80 

13 

1.04 

2.1 

236 

IntJ  Multifoods 

39.6 

183/4- 

83/8 

17% 

7.6 

135 

2.51 

7 

0.85 

4.8 

* 

Pay'  n  Save 

39.1 

31%- 

83/4 

24% 

5.3 

128 

2.45 

10 

0.40 

1.6 

|  246 

American  Petroftna 

4Q  It 

4M/ 

991/ 
"74 

31% 

10.7 

337 

4.18 

8 

2.20 

7.0 

258 

Exxon 

JO.D 

1fi7/_ 
3D  78 

971/. 
Z'72 

51% 

447.5 

22,880 

5.80 

9 

2.80 

5.5 

fi  396 

American  Natl  Pint 

OO.D 

143/ 

13/ 
0  78 

11% 

31.5 

354 

0.92 

12 

0.44 

3.9 

1  216 

CPC  International 

38.3 

50%- 

233/8 

43% 

23.8 

1.041 

4.99 

9 

2.30 

5.3 

1  293 

Harsco 

37.5 

27y2- 

83/4 

23 

9.4 

216 

4.01 

6 

1.40 

6.1 

331 

American  Tel  &  Tel 

47  9 

R93/ 
74 

4QS/„ 
0378 

61% 

598.4 

36,728 

5.74 

11 

3.80 

6.2 

j  452 

Georgia-Pacific 

47 1 

4ft 
JO 

1  47/ 

loys 

36 

95.1 

3,422 

2.07 

17 

0.80 

2.2 

1  253 

Chemetron 

J/.U 

19 
DZ 

1  41/ 

ioy2 

28% 

3.8 

108 

4.63 

6 

1.50 

5.3 

432 

Cities  Service 

36.6 

60%- 

323/4 

57% 

27.1 

1,555 

7.53 

8 

2.80 

4.9 

;  269 

SmithKline  Corp 

36.5 

82%- 

3oy4 

78% 

14.9 

1,162 

4.71 

17 

2.00 

2.6 

!  543 

Budd 

4ft  i 
00.0 

1Q3/ 

7 

18% 

6.1 

111 

4.28 

4 

1.20 

6.6 

I  89 

Colgate-Palmolive 

4ft  4 

OD  78- 

1 13/ 
1374 

26% 

76.2 

2,028 

1.90 

14 

0.88 

3.3 

!  302 

Mead 

4fi  1 

94 
ZO 

77/. 
'78 

18% 

22.4 

412 

3.32 

6 

0.92 

C  ft 

5.0 

5  120 

Southern  Railway 

35.3 

623/4- 

293/4 

58% 

14.6 

849 

6.00 

10 

2.32 

4.0 

[i  186 

Ogden 

35.0 

24  - 

11% 

20% 

9.7 

196 

4.66 

4 

1.20 

5.9 

B  93 

Northwest  Industries 

34.8 

493/4- 

143/4 

45% 

13.8 

626 

9.44 

5 

2.25 

4.9 

E  305 

Tenneco 

4A  ft 
OH.O 

41 

1R3Z 
10/4 

34% 

83.4 

2,867 

4.26 

8 

1.88 

5.5 

i:  71 

First  IntJ  Bshs 

44  ft 

Km/ 
ouy2- 

913/. 
ZD  78 

38% 

14.7 

571 

3.67 

11 

1.20 

3.1 

R  175 

Gould 

34.7 

27%- 

83/4 

26% 

22.7 

601 

3.09 

9 

1.00 

3.8 

K  775 

LearSiegler 

34.7 

13%- 

33/8 

12% 

12.2 

148 

1.93 

6 

0.50 

4.1 

H  159 

Union  Carbide 

34.6 

763/4- 

29% 

56% 

61.6 

3,503 

6.77 

8 

2.50 

4.4 

Si  599 

Crown  Central  Petrol 

344 

283/8- 

11% 

27% 

1.7 

47 

6.07 

5 

none 

0.0 

1  134 

Ingersell-Rand 

34.2 

98%- 

50% 

75% 

18.0 

1,358 

6.09 

12 

2.68 

3.5 

1  480 

Continental  Illinois 

34.2 

67%- 

23% 

51% 

17.7 

912 

6.89 

7 

2.40 

4.7 

1?  228 

Joy  Manufacturing 

34.0 

50%- 

12% 

44% 

12.1 

534 

3.94 

11 

1.30 

2.9 

1  306 

NLT 

33.8 

303/8- 

a3/* 

22% 

34.6 

779 

2.91 

8 

0.64 

2.8 

Kaiser  Steel 

33.8 

48%- 

8 

26% 

7.0 

183 

4.31 

6 

1.50 

5.7 

1  508 

Airco 

33.7 

343/g- 

10 

27% 

11.4 

317 

4.52 

6 

1.15 

4.1 

>)  98 

Natl  Starch  &  Chem 

33.6 

65%- 

29% 

49% 

6.5 

325 

3.77 

13 

0.88 

1.8 

1  466 

Ideal  Basic  inds 

33.3 

223/8- 

10% 

22 

12.4 

273 

2.48 

9 

1.20 

5.5 

anked  last  year. 
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Who'«;  Where  in  the  Stock  Market 


Five-Year  Change  in  Consumer  Price  Index:  40.8 


Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

Company 

5-Year 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Curre 

'76 

•75 

Price  Change         Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yiild 

lev 

91 

White  Consolidated 

M  90/ 

33.2% 

9E7/ 

71/ 

253/g 

11.2 

%  283 

$  4.09 

6 

$  1.10 

4.3 

991 

rn 
OU 

Daniel  International 

33.1 

32%- 

9% 

173/4 

7.1 

126 

2.01 

9 

0.80 

4.5 

222 

584 

Panhandle  Eastern 

32.8 

453/8- 

191/2 

42% 

14.5 

617 

5.26 

8 

2.30 

5.4 

223 

415 

Reliance  Electric 

32.8 

35.  - 

9V« 

303/g 

9.7 

295 

3.53 

9 

1.10 

3.6 

224 

199 

Continental  Corp 

32.3 

55  - 

23% 

54% 

26.0 

1,409 

2.83 

19 

2.80 

5.2 

00 

OJ 

DEKALB  AgResearch 

99  9 

CO 

90 
Li 

31% 

12.4 

392 

2.64 

12 

0.32 

l.C 

/ay 

Dover  Corp 

31.9 

38V4- 

123/8 

37% 

8.9 

333 

3.36 

11 

0.90 

2.4 

227 

585 

N  L  Industries 

31.3 

22%- 

11 

18% 

24.1 

455 

2.31 

8 

1.00 

5.3 

228 

311 

First  City  Bancorp 

31.1 

43V4- 

14i/4 

32% 

10.0 

320 

3.37 

10 

1.00 

3.1 

229 

262 

Crown  Zellerbach 

30.9 

49  - 

193/4 

44% 

25.0 

1,113 

3.95 

11 

1.80 

4.C 

0/1 

Brockway  Glass 

t  ft  A 

SUA 

QC1/ 

36y2- 

01/ 

9  78 

31% 

4.6 

145 

4.99 

6 

1.40 

4.! 

931 

1  QQ 

Blue  Bell 

30.3 

271/4- 

6 

263/8 

12.4 

327 

4.56 

6 

0.80 

3.C 

232 

* 

Foxboro 

30.1 

49%- 

18% 

47% 

5.3 

250 

4.67 

10 

1.00 

2.1 

233 

147 

AMP 

29.9 

52%- 

20% 

303/4 

37.0 

1,138 

1.16 

27 

0.41 

1.3 

234 

238 

Fleming  Companies 

29.8 

18%- 

8% 

15% 

6.2 

95 

2.05 

7 

0.80 

5.5 

ZoD 

1 99 

Bendix 

4by2- 

13 

40% 

16.5 

675 

4.74 

9 

1.72 

4./ 

LOO 

1  Crt 

Beatrice  Foods 

29.7 

30%- 

12% 

27% 

93.5 

2,605 

2.01 

14 

0.84 

3.( 

237 

143 

Winn-Dixie  Stores 

29.1 

44%- 

223/4 

43% 

19.3 

835 

3.15 

14 

1.56 

3.e 

238 

451 

Castle  &  Cooke 

28.5 

17%- 

8V« 

15% 

17.1 

259 

2.48 

6 

0.80 

5.3 

239 

* 

Petrie  Stores 

28.4 

80  - 

29% 

71% 

7.0 

504 

4.50 

16 

1.60 

2.2 

?40 

Murphy  Oil 

90>  4 

cm/ 

ML3/ 
14J/4 

21% 

12.4 

268 

3.68 

6 

0.60 

2.? 

241 

H/.0 

Louisiana-Pacific 

27.91 

23%- 

6% 

16% 

26.7 

437 

1.18 

14 

0.20 

U 

242 

518 

Bemis 

274 

26%- 

11% 

20% 

4.6 

96 

2.79 

7 

1.20 

5i 

243 

221 

Northwest  Bancorp 

27.4 

67%- 

23% 

47% 

12.6 

617 

5.06 

10 

1.80 

3.; 

244 

343 

Rexnord 

27.1 

39i/2- 

10% 

34 

6.0 

203 

4.82 

7 

1.32 

3.9 

537 

Texas  Gas  Transmn 

LI  .i 

45  y8- 

42% 

9.1 

383 

5.36 

8 

2.00 

4.; 

59 

Gannett 

27.0 

45  - 

19% 

36% 

21.6 

789 

2.08 

18 

1.00 

2.; 

247 

455 

Harris  Bankcorp 

26.9 

381/4- 

18% 

34% 

6.3 

219 

5.00 

7 

1.50 

4.; 

248 

216 

Safeway  Stores 

26.8 

52%- 

27% 

45% 

25.9 

1,181 

4.80 

9 

2.20 

4i 

249 

87 

SSKresge 

26.8 

51%- 

18% 

42% 

120.6 

5,096 

2.08 

20 

0.32 

0.1 

250 

Amstar 

Zo./ 

9C7/ 

Z5y8- 

ins/ 

ioy8 

21% 

8.8 

189 

4.59 

5 

1.35 

6.2 

111 

XXX 

Edison  Bros  Stores 

26.4 

56 1/4- 

ww  /4 

163,4 

55 

3.4 

187 

6.58 

8 

1.72 

3-1 

252 

419 

Peoples  Gas 

26.2 

44  - 

23 

44 

18.2 

800 

6.21 

7 

3.00 

6.1 

253 

166 

Campbell  Taggart 

25.9 

31%- 

10% 

2834 

6.6 

191 

3.11 

9 

1.12 

3.! 

254 

162 

Bethlehem  Steel 

25.9 

48  - 

23% 

36% 

43.7 

1,594 

4.67 

8 

2.00 

5.! 

255 

301 

Rewlon 

9B  *l 

Z5.7 

45  • 

19% 

433/4 

29.0 

1,270 

2.52 

17 

0.90 

2. 

PACCAR 

25.6 

15'/4 

42V? 

8.2 

350 

5.97 

7 

0.90 

2J 

257 

321 

Standard  Oil  Calif 

25.1 

45  - 

20% 

35% 

ww  /  O 

169.9 

6,093 

4.82 

7 

2.20 

6. 

258 

100 

Citicorp 

24.7 

51%- 

20% 

29 

124.7 

3,617 

2.93 

10 

0.96 

3.: 

259 

418 

Emhart 

24.6 

37  - 

H7/8 

34 

8.3 

284 

4.97 

7 

1.80 

5. 

260 

200 

Ralph  M  Parsons 

9C1  / 

CI/ 

6% 

213/R 

3.5 

74 

3.96 

5 

0.80 

3. 

261 

136 

Motorola 

24.2 

69  - 

31% 

53 

28.4 

1,504 

2.62 

20 

0.70 

1. 

262 

156 

Standard  Brands 

23.9 

40%- 

20 

28% 

27.9 

804 

2.59 

11 

1.28 

4.< 

263 

513 

Sundstrand 

23.9 

371/2- 

10% 

333/i 

6.6 

223 

4.05 

8 

1.00 

3.1 

264 

373 

Keystone  Consolidated 

23.4 

303/4- 

11% 

19% 

1.9 

36 

3.34 

6 

1.25 

6. 

265 

486 

Ashland  Oil 

99  9 
Z3.Z 

35  - 

153/8 

291/4 

/4 

24.1 

705 

5.03 

6 

1.90 

6. 

266 

319 

Central  Tel  &  Utils 

99  1 
23.x 

251/2- 

13 

24 

20.4 

489 

2.42 

10 

1.36 

5. 

267 

391 

Martin  Marietta 

23.0 

26  - 

121/, 

"  /2 

243/ 

it  /4 

23.6 

585 

3.14 

8 

1.40 

5. 

268 

157 

Fed-Mart 

22.3 

221/2- 

12% 

15i/« 

**/  /o 

1.4 

20 

3.45 

4 

0.60 

4. 

269 

39 

Jefferson-Pilot 

21.9 

40%- 

20% 

29 1/4 

^  /4 

24.1 

704 

2.73 

11 

0.80 

2. 

270 

131 

varnsTjon 

Z1.8 

95V4- 

38% 

75 

18.6 

1,396 

5.35 

14 

1.65 

L. 

271 

367 

Texas  Oil  &  Gas 

Z1.7 

35%- 

7% 

L.W  /4 

19.6 

524 

2.46 

11 

0.20 

0. 

272 

407 

Kane-Miller 

91  J 

Z1.4 

131/4- 

4% 

9% 

^  /e 

3.6 

36 

2.46 

4 

0.24 

2. 

273 

273 

Wisconsin  Bee  Power 

20.8 

30%- 

Ju  /8 

16 

29 

16.6 

480 

3.04 

10 

2.00 

6. 

274 

340 

Borden 

204 

333/4. 

15% 

JJ  /4 

30.5 

1,015 

3.50 

10 

1.40 

4. 

275 

372 

Norfolk  &  Western  Ry 

20.1 

31  - 

16% 

30  Vr 

WW  /g 

31.1 

938 

3.97 

8 

1.76 

5. 

276 

460 

194 

22%- 

8% 

21% 

9.2 

196 

3.77 

6 

ft  OA 

a 
0. 

277 

442 

United  States  Shoe 

19.4 

381/2- 

6% 

26% 

6.9 

186 

3.74 

7 

1.20 

4. 

278 

141 

Burroughs 

19.2 

126%- 

61% 

91 

40.2 

3,660 

4.31 

21 

0.68 

0. 

279 

126 

Procter  &  Gamble 

19.1 

120  - 

67 

93% 

82.6 

7,719 

5.21 

18 

2.20 

2. 

280 

257 

Cessna  Aircraft 

19.0 

331/4- 

97/8 

28% 

8.1 

234 

3.63 

8 

1.20 

4. 

281 

176 

Time  inc 

19.0 

35%- 

12% 

34% 

20.1 

692 

2.88 

12 

1.15 

3. 

__Not_ranked  last  year.        |  Four-year  price  change 
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Who's  Where  in  the  Stock  Market 


Five-Year  Change  in  Consumer  Price  Index:  40.8% 


Total 

Latest 

lank 

5-Year 

Shares 

Market 

12-Month 

Price/ 

inu  ltd  wj 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'75 

Company 

Price  Change 

Price  Range 

Price 

/mill  Inncl 

\  in  1 1 1  ions/ 

i  mt  I  linnet 

^millions/ 

Per  Share 

Putin 

niuliljMil 
VlwiUQfKl 

Vl.ljl 

191 

uiooe-union 

IB  CA/ 

26%- 

7% 

21% 

3.1 

$  67 

$  3.67 

6 

$  1.00 

4.6% 

oto 

PPC  InHlictriac 

rrtj  inuusirtcs 

IB  A 
18.4 

58V,. 

90 

52% 

20.8 

1,089 

7.15 

7 

2.20 

4.2 

043 

varnpoeii  ooup 

1ft  4 

37%- 

22% 

35% 

33.0 

1,170 

3.12 

11 

1.48 

4.2 

AAC. 
443 

II  C  CSrfalitif  X.  Chi 

u  a  riaeiiiy  &  uiy 

1ft  A 

18.0 

50%- 

18% 

50 

16.4 

819 

4.42 

11 

2.64 

5.3 

132 

CBS 

18.0 

63 

24% 

55 

28.4 

1,560 

5.32 

10 

2.00 

3.6 

IImii  Aluminium 

fucan  Aluminium 

i?  a 

l/.B 

41 

17% 

21% 

40.4 

870 

0.45 

48 

0.40 

1.9 

* 

■T  IT  Ui  iMaii  a\5  rA  iin 

t  r  nunon  uroup 

1  7  £+ 

l/.ot 

253/8 

3% 

15% 

5.7 

90 

3.67 

4 

0.60 

3.8 

CI  ■  Ml  1 M  «■»  A  r 

riicKinger 

1/.3 

15% 

4% 

11% 

2.2 

26 

1.99 

6 

0.60 

5.1 

Imnariol  C* nm  nf  Am 

isnpciiai  vorp  ui  nin 

17  A 
1/.4 

20%- 

4% 

17% 

13.7 

243 

2.76 

6 

0.24 

1.4 

fonnorti^iif  £  Altera  I 

17  J. 

58%- 

22% 

55% 

27.3 

1,506 

5.68 

10 

1.04 

1  o 
1.9 

329 

Owens-Corning  Fbrgls 

17.3 

62%- 

25% 

61% 

14.9 

923 

4.42 

14 

1.00 

1.6 

239 

Carson  Pirie  Scott 

17.3 

20  - 

6% 

18% 

2.3 

43 

4.07 

5 

1.10 

5.9 

210 

Esmark 

17.2 

42  ■ 

16% 

33% 

17.5 

591 

4.64 

7 

1.76 

5.2 

180 

Allied  Chemical 

17.2 

54%- 

23 

34% 

27.9 

954 

4.40 

8 

1.80 

5.3 

362 

Superior  Oil 

17.1 

358  - 

134 

219 

4.0 

878 

11.33 

19 

1.80 

0.8 

Cn-.fi  rot 

seanrst 

ic  e 
16.8 

34%- 

14 

30% 

9.0 

275 

3.59 

8 

1.12 

3.7 

673 

NCR 

16.6 

"°  /4 

13  V. 

J1*  /4 

25.6 

877 

2.74 

13 

0.72 

2.1 

173 

Central  Soya 

16.6 

23%- 

9% 

14% 

15.4 

224 

2.44 

6 

0.70 

4.8 

146 

McLean  Trucking 

16.3 

28%- 

7% 

21% 

5.6 

121 

2.78 

8 

0.46 

2.1 

280 

Safeco 

16.1 

65%- 

18 

46 

13.0 

600 

4.36 

11 

1.25 

2.7 

fil 
D  1 

Masco 

1  C  A 

15.9 

32%- 

9% 

22% 

25.5 

580 

1.73 

13 

0.28 

1  0 
1./ 

:  318 

Curtiss-Wright 

15.7 

Js  /4 

5 

1J  /8 

8.4 

131 

1.71 

9 

0.60 

3.8 

201 

PepsiCo 

15.3 

90%- 

29% 

81 

23.8 

1,926 

5.33 

15 

2.00 

2.5 

106 

General  Reinsurance 

14.9 

256%- 

99 

189 

5.4 

1,029 

9.87 

19 

0.40 

0.2 

|  195 

RevcoDS 

14.8 

28  - 

5% 

23% 

13.1 

304 

1.58 

15 

0.24 

1.0 

't  97i 

danio  re  niausines 

f  A  1 

14.1 

Jim  1 

40%- 

Oil/ 

21% 

37% 

25.7 

965 

4.55 

0 
8 

l.OU 

3.0 

1  57 

American  littt  Group 

14.0 

7VA- 

26 

44 

25.3 

1,113 

3.65 

12 

0.28 

0.6 

412 

Norton 

14.0 

39%- 

19% 

36% 

5.4 

198 

5.06 

7 

1.80 

4.9 

|  443 

Wheelabrator-Frye 

13.9 

32%- 

7% 

23% 

7.9 

185 

2.11 

11 

0.60 

2.6 

!  453 

Houdaille  Industries 

13.7 

17%- 

6 

16% 

8.4 

139 

2.70 

6 

0.95 

5.7 

L   I£  J 

oaxier  iravenoi 

13.0 

61%- 

24% 

40% 

32.0 

1  4A1 

1,301 

1.74 

23 

U.Z1 

U.D 

wens  rargo 

13.6 

on  1  / 

29%- 

A1  / 

9% 

23% 

20.1 

4-7  1 

471 

3.24 

7 

1  nA 
l.UU 

4.J 

1  76 

Morrison-Knudsen 

13.3 

29  V»- 

iz 

20V-> 

2.7 

55 

4.12 

5 

1.00 

4.9 

290 

R  J  Reynolds  Inds 

12.9 

78  - 

36% 

65% 

45.8 

2,999 

7.22 

9 

3.28 

5.0 

|  231 

Timken 

12.7 

59%- 

24% 

49% 

11.2 

556 

5.51 

9 

2.20 

4.4 

)  «JO£ 

nennecon  vopper 

1Z.3 

49%- 

20% 

27% 

33.2 

908 

0.72 

38 

U.bU 

9  9 

L.L 

'  9.30. 
OOU 

Aetna  ute  &  uas 

14  1 

1Z.1 

39%- 

15% 

34% 

53.5 

1,858 

4.05 

9 

1  OA 

l.Zu 

0.3 

'  A71 

nan  Detroit  torp 

1  A  A 

12.0 

28%- 

13% 

26% 

11.9 

320 

4.01 

7 

O.I 

:  434 

Owens-Illinois 

1L8 

831/. 

OO  /4 

52 

15.4 

803 

6.92 

g 

1.88 

3.6 

586 

Grumman 

11.8 

18%- 

7% 

15% 

7.6 

118 

4.03 

4 

0.80 

5.1 

[805 

Michigan  National 

11.7 

40%- 

9% 

25% 

5.5 

143 

4.95 

5 

1.00 

3.9 

1209 

Great  Western  United 

11.6 

46%- 

1% 

18 

2.1 

38 

-5.89 

def 

none 

0.0 

i  95 

Fred  Meyer 

11.5 

25%- 

10% 

19 

5.4 

103 

2.42 

8 

0.36 

1.9 

i  218 

St  Paul  Companies 

11.3 

54%- 

15% 

34% 

21.0 

723 

3.69 

9 

0.80 

2.3 

461 

CleveTrust  Corp 

11.0 

48  - 

24% 

45% 

6.1 

275 

6.62 

7 

2.60 

5.7 

1496 

Levi  Strauss 

10.8 

29%- 

6% 

26% 

22.3 

587 

4.37 

6 

0.50 

1.9 

515 

Parker-Hannifin 

10.7 

38  - 

12% 

33% 

6.4 

217 

3.64 

9 

1.20 

3.6 

360 

Republic  of  Texas 

10.6 

44%- 

15% 

32% 

11.0 

359 

4.03 

8 

1.20 

3.7 

I  383 

LTV 

10.5 

19%- 

7% 

11% 

9.9 

117 

2.15 

6 

none 

0.0 

408 

'  North  Amer  Philips 

104 

39%- 

11% 

29% 

12.7 

370 

4.14 

7 

1.20 

4.1 

:  296 

PennwaK 

10.2 

37%- 

14% 

29% 

8.0 

237 

3.57 

8 

1.60 

5.4 

^  435 

Public  Service  »rtd 

10.1 

31%- 

15% 

29 

22.7 

659 

2.94 

10 

1.92 

6.6 

>  292 

Bristol-Myers 

9.6 

83%- 

30% 

64 

31.4 

2,007 

4.84 

13 

1.80 

2.8 

i  365 

Carborundum 

9.6 

37%- 

12% 

32% 

7.9 

255 

3.91 

8 

1.12 

3.5 

l  539 

TRW 

9.5 

38%- 

10% 

33% 

27.6 

917 

3.88 

9 

1.40 

4.2 

153 

Williams  Companies 

9A 

38%- 

17% 

23% 

24.2 

563 

2.60 

9 

1.00 

4.3 

6  505 

American  Can 

9.4 

38%- 

22% 

36% 

19.1 

697 

5.02 

7 

2.40 

6.6 

!  517 

Mobil 

8.9 

75%- 

30% 

59% 

106.0 

6,304 

8.51 

7 

3.80 

6.4 

<  381 

Stokely-Van  Camp 

8.8 

26%- 

11% 

20% 

3.3 

66 

2.02 

10 

1.20 

6.0 

:  473 

Sun  Company 

8.1 

53  - 

25% 

42% 

43.7 

1,854 

6.71 

6 

2.00 

4.7 

:  135 

H  J  Heinz 

8.1 

38  - 

18 

29% 

22.7 

673 

3.18 

9 

1.08 

3.6 

E  668 

Scott  Paper 

7.8 

24%- 

9% 

17% 

38.6 

666 

2.14 

8 

0.76 

4.4 

f:  inked  last  year.      X  Four-year  price  change.      def  Deficit. 
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Who's  Where  in  the  Stock  Market  Five-Year  Change  in  Consumer  Price  Index:  40 


Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

Company 

5- Year 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Cu 

'76 

'75 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Y 

344 

Oft 

fi4S 

Bangor  Punta 

7.7% 

19V-.- 

13/2 

2 

IOV2 

•  4.0 

$  42 

$  2.84 

4 

none 

345 

245 

Signode 

7.6 

54  - 

18i/8 

373/4 

7.2 

274 

3.20 

12 

$  1.20 

346 

161 

Thioko! 

7.6 

22  - 

81/2 

173/4 

5.6 

100 

2.89 

6 

0.84 

347 

428 

Norris  Industries 

7J5 

58 1/4- 

10 

44% 

4.0 

178 

6.93 

6 

1.60 

348 

556 

Dan  River 

7.4 

12%- 

4 

9% 

5.6 

51 

1.80 

5 

0.40 

349 

579 

Hyster 

7.3 

321/4- 

83/ 

w  /4 

22 

6.0 

131 

2.67 

8 

0.60 

350 

129 

Merck 

7.1 

1011/2- 

46% 

66% 

75.4 

5,008 

3.33 

20 

1.50 

351 

149 

Turner  Construction 

6.S 

28%- 

10% 

2OV2 

1.1 

22 

3.49 

6 

1.44 

352 

281 

WmWrigleyJr 

6.5 

86%- 

38 

741/4 

3.9 

292 

7.94 

9 

3.90 

353 

384 

Jim  Walter 

6.4 

441/4- 

13% 

39% 

13.8 

544 

4.10 

10 

1.20 

354 

352 

No  States  Power 

6.0 

15  V. 

1J  IK 

28% 

29.2 

843 

2.90 

10 

1.94 

355 

471 

Consol  Natural  Gas 

5.8 

32  - 

16% 

31% 

18.9 

603 

3.82 

8 

2.24 

356 

513 

ConAgra 

5.7 

16%- 

2% 

11% 

3.4 

40 

3.81 

3 

0.75 

357 

690 

Harris  Corp 

5.6 

291/2- 

61/2 

271/4 

12.1 

330 

2.35 

12 

0.80 

358 

169 

Nalco  Chemical 

5.4 

41%- 

13 

31% 

19.9 

631 

2.06 

15 

0.96 

359 

499 

Genl  Tire  &  Rubbei 

5.2 

30i/o- 

93A 

253/8 

21.8 

553 

4.44 

6 

1.10 

360 

247 

Franklin  life  Ins 

4.6 

341/2- 

11% 

23 

21.0 

483 

2.09 

11 

0.92 

361 

637 

American  Bakeries 

4.0 

16%- 

3% 

13 

1.7 

22 

2.74 

5 

1.00 

362 

271 

Tosco 

3.9 

9%- 

1% 

3% 

18.0 

61 

-0.26 

def 

none 

1 

363 

465 

Alco  Standard 

3.7 

18%- 

6V4 

17% 

9.3 

162 

3.11 

6 

0.80 

364 

355 

Crum  &  Forster 

3.6 

39 

12  3/„ 

"  /8 

32% 

12.7 

411 

2.66 

12 

1.56 

i 

365 

640 

SuCrest 

3.2 

12%- 

3% 

8 

1.8 

15 

2.00 

4 

0.50 

366 

166 

Jack  Eckerd 

3.1 

431/2- 

10 

28% 

18.8 

542 

1.65 

18 

0.48 

367 

394 

IntJ  Harvester 

2.9 

4OV2- 

16% 

303/4 

28.0 

861 

6.02 

5 

1.70 

368 

363 

American  Stores 

2.9 

33  - 

11 

29 

5.3 

152 

5.80 

5 

1.90 

369 

439 

ENSERCH 

2.8 

40  V— 
«w  /2 

1G3/5, 

10  /8 

2734 

16.7 

463 

2.91 

10 

1.72 

370 

549 

Continental  Group 

2.7 

34%- 

19% 

33 

29.4 

971 

3.98 

8 

2.00 

1 

371 

326 

Becton,  Dickinson 

2.5 

50%- 

20% 

353/8 

18.5 

655 

2.20 

16 

0.60 

372 

520 

Am  Natural  Resources 

2.2 

47  - 

26% 

40% 

20.4 

825 

5.21 

8 

2.64 

373 

426 

George  A  Hormel 

2.2 

27  - 

15i/4 

23% 

4.8 

112 

3.06 

8 

1.00 

- 

374 

196 

Wheeling-Pitts  Steel 

2.1 

31%.- 

101/4 

iu  /4 

181/s 

3.7 

67 

1.73 

10 

none 

| 

375 

379 

National  Fuel  Gas 

2.0 

291/2- 

I6V4 

253/8 

5.1 

130 

3.61 

7 

2.16 

] 

376 

374 

Del  Monte 

1.9 

291/2- 

15% 

27 

12.0 

324 

4.01 

7 

1.50 

i 

377 

392 

Provident  Life  &  Acc 

1.9 

51%- 

18 

33 

9.8 

325 

4.31 

8 

0.76 

378 

602 

Hammermill  Paper 

1.8 

23%- 

10% 

20% 

7.4 

154 

3.27 

6 

1.30 

379 

163 

May  Dept  Stores 

1.7 

36%- 

10% 

35% 

22.7 

799 

3.09 

11 

1.12 

; 

380 

504 

So  Natural  Resources 

1.6 

66%- 

41 

48 

10.1 

483 

8.32 

6 

1.85 

381 

133 

Amer  Home  Products 

1.5 

48%- 

26i/8 

30% 

157.6 

4,768 

1.71 

18 

1.00 

; 

382 

62 

Genuine  Parts 

1.4 

50%- 

17 

353/4 

16.2 

578 

2.06 

17 

0.76 

, 
1 

383 

225 

Knight-Ridder  News 

1.2 

57%- 

13% 

361/z 

15.6 

569 

3.09 

12 

0.62 

384 

508 

American  Brands 

1.2 

491/4- 

27% 

423/8 

25.6 

1,084 

4.77 

9 

2.80 

385 

433 

IBM 

1.1 

365i/4-150y2 

272% 

149.8 

40,795 

15.41 

18 

9.00 

386 

73 

Upjohn 

1.0 

104%- 

30 

36  34 

29.6 

1,088 

2.57 

14 

1.08 

387 

80 

Schering-Plough 

1.0 

87%- 

41% 

433/8 

54.0 

2,344 

2.80 

15 

1.00 

388 

454 

Mellon  National  Corp 

1.0 

62  - 

29 

51% 

9.8 

507 

5.89 

9 

2.60 

389 

144 

Northwestern  Steel 

0.3 

46  - 

2iy2 

28% 

7.5 

216 

2.37 

12 

1.20 

390 

436 

Nortrust  Corp 

0.0 

421/2- 

21 

37  3/4 

5.0 

189 

5.22 

7 

1.72 

391 

344 

Oscar  Mayer 

-0.4 

32%- 

13% 

28% 

9.5 

272 

2.84 

10 

1.00 

392 

307 

Crown  Cork  &  Seal 

-0.7 

28%- 

13% 

19 

16.0 

304 

2.78 

7 

none 

393 

347 

Dayton-Hudson 

-0.7 

38  - 

6V2 

363/8 

15.9 

578 

3.81 

10 

1.00 

394 

470 

Purex 

ft  7 
—V.f 

221/g- 

7% 

1  "7*;/ 
17% 

11.1 

196 

1  AC 

1.9b 

0 

3 

1  n.Q 
l.Uo 

395 

298 

Ohio  Casualty 

-0.8 

60%- 

15% 

473,4 

5.8 

275 

3.44 

14 

1.48 

'. 

396 

150 

Scrivner 

-1.0 

17  - 

6 

12% 

1.3 

16 

2.92 

4 

0.70 

1 

397 

* 

Best  Products 

-1.0 

33%- 

1% 

23  3^ 

5.8 

138 

1.85 

13 

none 

1 

398 

278 

R  R  Donnelley  &  Sons 

-1.1 

28  - 

15% 

22% 

18.7 

429 

2.05 

11 

0.68 

! 

399 

636 

Cyclops 

-1.1 

281/2- 

14% 

22V, 

2.1 

47 

4.73 

5 

1.20 

! 

400 

487 

Allotrhonw  PnuiAr 
nucgiiciij  ruwci 

i  i 
—i.i 

24%- 

11% 

21% 

30.8 

670 

L.li 

0 
0 

l.oU 

. 

401 

463 

Phelps  Dodge 

-1.3 

501/4- 

25% 

37% 

20.6 

764 

2.52 

15 

2.20 

402 

337 

Weis  Markets 

-1.5 

291/8- 

12% 

24% 

6.0 

149 

2.93 

8 

0.72 

403 

506 

Travelers 

-1.7 

47  - 

15% 

36% 

43.0 

1,568 

3.23 

11 

1.08 

404 

661 

NICOR 

-1.8 

30%- 

15 

27 

14.0 

379 

3.69 

7 

2.12 

405 

207 

Alexander  &  Baldwin 

-1.9 

221/2- 

10% 

13 

9.2 

120 

1.89 

7 

1.20 

*  Not  ranked  last  year.      def— Deficit 
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FORBES,  JANUARY  1, 


Who's  Where  in  the  Stock  Market  Five-Year  Change  in  Consumer  Price  Index:  40.8% 


.Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

ank 

Company 

5- Year 

1972-76 

Recent 

Outstanding 

Value 

Earning* 

Earnings 

Annual 

Current 

'75 

Price  Change         Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

202 

Hercules 

-1  9°/r 

44 

21 

25  Va 

42.4 

$  1,086 

$  2.35 

11 

$  1.00 

3  9% 

o.j  /o 

49 

Lowe's  Companies 

-2.0 

47%- 

12 

31V* 

13.0 

407 

1.33 

23 

0.16 

0.5 

462 

Sigmor 

-2.0f 

17%- 

43/4 

12Va 

**■  /8 

4.6 

56 

1.88 

6 

0.80 

6.6 

267 

Southland  Corp 

-2.2 

35%- 

11% 

27 

18.6 

503 

2.08 

13 

0.50 

1.9 

• 

Columbus  &  So  Ohio 

-2.3 

30%- 

12 

26% 

13.0 

349 

3.32 

8 

2.20 

8.2 

310 

Ferro 

-2.3 

50  V-.- 

133/i 

lj  /4 

31% 

0  A  /4 

4.8 

151 

4.17 

7 

1.25 

4.0 

107 

Intl  Systems 

-2.5 

80  - 

15 

1.6 

47 

NA 

0.25 

0.8 

164 

First  Bank  System 

-2.6 

69%- 

25 

38% 

14.8 

567 

4.14 

9 

1.52 

4.0 

385 

Metromedia 

-2.7 

38%- 

4V4 

253/g 

6.6 

166 

3.82 

7 

1.10 

4.3 

406 

Varian  Associates 

-2.7 

22%- 

5% 

13% 

7.2 

97 

1.31 

10 

0.28 

2.1 

606 

Marsh  Supermarkets 

—2.8 

4Vo 

*  /8 

7% 

*  /B 

1.6 

11 

1.96 

4 

0.52 

7.3 

423 

Hanna  Mining 

-3.1 

603/4- 

19 

463^ 

TU  /4 

8.8 

413 

5.76 

8 

1.80 

3.9 

409 

H  H  Robertson 

-3.2 

303/<- 

123/4 

22% 

2.7 

62 

4.20 

5 

1.50 

6.6 

309 

First  Chicago  Corp 

-3.2 

39>/2- 

14% 

is  3^ 

39.6 

742 

2.66 

7 

0.96 

5.1 

466 

Stanley  Works 

-3.4 

47%- 

12% 

30% 

7.9 

240 

3.54 

9 

1.12 

3.7 

261 

Economics  Laboratory 

-3.6 

50  %- 

Ju  /8 

173/0 

*'  /8 

27Va 

/8 

13.5 

367 

1.52 

18 

0.50 

1.8 

477 

Mfrs  Hanover  Corp 

-4.0 

43%- 

19% 

327/a 

29.7 

976 

4.47 

7 

1.80 

5.5 

478 

So  New  England  Tel 

-4.2 

45  - 

25% 

37% 

10.8 

405 

4.47 

8 

3.00 

8.0 

479 

Eaton 

-4.2 

50  - 

18 

40 

17.0 

681 

4.51 

9 

2.00 

5.0 

457 

National  Steel 

-4.2 

52%- 

283/4 

42% 

18.9 

810 

4.51 

10 

2.50 

5.8 

468 

ACF  Industries 

—4  3 

13  /8 

8.7 

284 

4.34 

8 

1.80 

5.5 

501 

Inmont 

-4.7 

14%- 

4% 

Xf~  /4 

7.9 

101 

2.38 

5 

0.60 

4.7 

234 

Consol  Freightways 

-4.8 

31%- 

8% 

26% 

12.3 

323 

3.02 

9 

0.80 

3.1 

172 

American  Express 

-4.8 

693/4- 

173/4 

41% 

t*  /4 

71.6 

2,952 

2.26 

18 

1.00 

2.4 

552 

Nationwide  Corp 

-5.1 

19  - 

5 

9% 

10.2 

95 

1.95 

5 

0.35 

3.8 

181 

Federated  Dept  Stores 

—5.3 

60 

/8 

48% 

44.5 

2,177 

3.38 

14 

1.36 

2.8 

464 

Interpace 

-5.5 

31  %- 

10% 

28% 

/B 

2.6 

74 

4.51 

6 

1.45 

5.2 

484 

General  Tel  &  Elec 

-5.6 

33  - 

16% 

29% 

129.5 

3,837 

3.15 

9 

2.00 

6.8 

639 

Gulf  Oil 

-5.6 

30  - 

16 

27Vi 

/4 

194.8 

5,308 

3.95 

7 

1.80 

6.6 

633 

Corning  Glass  Works 

-5.7 

126%- 

25 

70 

17.6 

1,235 

4.41 

16 

1.40 

2.0 

587 

United  Telecom 

—5.7 

941/. . 

lu  /8 

18  3/a 

49.4 

926 

1.96 

10 

1.20 

6.4 

402 

Cullum  Companies 

-5.7 

13%- 

4% 

10  3/0 

1.8 

19 

2.36 

4 

0.40 

3.9 

412 

W  R  Grace 

-6.1 

33%- 

18 

26  3/4 

35.3 

944 

3.07 

9 

1.70 

6.4 

649 

B  F  Goodrich 

-6.2 

32%- 

12% 

26% 

/B 

14.5 

386 

0.02 

1.12 

4.2 

420 

Amer  Genl  Insurance 

-6.2 

23%- 

7 

18% 

20.7 

391 

2.51 

8 

0.68 

3.6 

492 

A-T-0 

-6.3 

15  - 

3% 

/8 

9% 

6.5 

60 

1.67 

6 

0.28 

3.0 

348 

Chubb 

-6.4 

66%- 

17% 

41% 

12.3 

514 

3.39 

12 

1.48 

3.5 

366 

Kraft 

-6.7 

50%- 

26% 

43% 

27.8 

1,212 

5.34 

8 

2.12 

4.9 

480 

J  Weingarten 

-6.8 

8%- 

2% 

6% 

2.3 

16 

1.70 

4 

0.50 

7.3 

• 

Hannaford  Brothers 

-6.9 

18%- 

8 

11 

1.3 

14 

2.62 

4 

060 

5.5 

263 

Rockwell  Intl 

-6.9 

36 1/0 - 

18 

28% 

31.5 

897 

3.62 

8 

2.00 

7.0 

558 

SCOA  Industries 

-7.0 

18%- 

4% 

13% 

3.4 

45 

2.66 

5 

0.80 

6.0 

785 

Transco  Companies 

-7.3 

18%- 

43/4 

16 

22.4 

359 

2.33 

7 

0.90 

5.6 

693 

Northeast  Petroleum 

-7.3$ 

17%- 

3% 

11% 

3.5 

40 

1.24 

9 

0.25 

2.2 

469 

New  England  Electric 

-7.3 

27%- 

12 

22% 

19.4 

430 

2.57 

9 

1.86 

8.4 

448 

Newmant  Mining 

-7.5 

36  V»- 

Ju  /8 

16V 

26% 

24.7 

647 

1.90 

14 

1.60 

6.1 

438 

Babcock  &  Wilcox 

—7.6 

37  Vo- 

0/  /8 

ill/, 

303/g 

12.1 

369 

4.65 

7 

1.20 

4.0 

439 

Suburban  Propane  Gas 

-7.6 

33  - 

10% 

21% 

4.5 

96 

2.63 

8 

1.08 

5.1 

717 

Inco  Ltd 

-7.8 

40%- 

18% 

29% 

74.6 

2,209 

2.30 

13 

1.60 

5.4 

526 

Stewart-Warner 

-7.8 

401/4- 

16% 

32  3/8 

4.1 

134 

4.40 

7 

1.96 

6.1 

Duke  Power 

-7.9 

25 '/a- 
/8 

10 

O  1  7/ 

21% 

CO  0 
DO.O 

A41 

y 

1  cn 

7  3 
1.0 

* 

Pacific  Pwr  &  Lt 

-7.9 

26%- 

13V« 

21% 

29.9 

653 

2.52 

9 

1.80 

8.2 

430 

Burlington  Northern 

-7.9 

50  V- 

Ju  /4 

263/i 

t-\i  /4 

45% 

12.4 

561 

6.87 

7 

1.60 

3.5 

554 

Carolina  Pwr  &  Lt 

-8.5 

32%- 

10% 

22% 

35.8 

819 

2.71 

8 

1.72 

7.5 

497 

Witco  Chemical 

-8.5 

30  - 

143/4 

26% 

5.5 

149 

4.17 

6 

1.40 

5.2 

335 

Automation  Inds 

-8.6 

9%- 

1% 

6% 

6.8 

45 

1.38 

5 

0.24 

3.6 

811 

Cabot 

-8.9 

46%- 

14 

38% 

5.3 

204 

5.51 

7 

1.40 

3.7 

713 

Envirotech 

-9.0 

60  - 

7% 

30% 

4.5 

136 

3.15 

10 

0.40 

1.3 

114 

Capital  Holding  Corp 

-9,1 

323/4- 

13% 

20 

28.7 

573 

2.04 

10 

0.40 

2.0 

58 

Longs  Drug  Stores 

-9.1 

423/4- 

151/4 

31% 

10.6 

330 

1.51 

.  21 

0.48 

1.5 

540 

Walter  Kidde 

-9.5 

36%- 

8% 

28% 

9.8 

281 

4.43 

6 

1.00 

3.5 

495 

FMC 

-9.5 

28%- 

1% 

22% 

31.9 

722 

2.11 

11 

1.00 

4.4 

inked  last  year.       %  Four-year  price  change.      NA  Not  available. 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  40 


Total 


Latest 


Shares 

Market 

12-Month 

Price/ 

Indicated 

Ri 

ink 

Company 

5-Yor 

1972-76 

Recent 

Outstanding 

Valuo 

Earnings 

Earnings 

Annual 

Cw 

'76 

'75 

Prlc*  Change 

Prlca  Rang* 

Pries 

(millions) 

(millions) 

Par  Share 

Ratio 

Dividend 

Yl 

ACS 
loo 

DDU 

riHurnoL  cicc  rower 

A  70/. 
-'•'70 

18  - 

8% 

14 
14 

45.  S 
.  33.0 

*  3U1 

t  1  R9 
t  l.OZ 

A 

9 

e.  1  ift 
t  1.10 

r 
C 

ACQ 
409 

AS 
48 

pi  in 

Q  » 

303/g- 

7i/4 

181/. 
lo/2 

1  Q 

1.9 

33 

4  Cft 
3.DU 

3 

ft  Cft 

u.ou 

i 
i 

4/U 

CC9 
JO/ 

rairmoni  rooos 

— 9.9 

203/4- 

6 

113/. 
11/8 

4  n 

4.U 

43 

1  7ft 

7 

ft  CQ 
U.OO 

1 

A7i 

4/1 

7AQ 
/49 

fienerai  insuunieni 

in  n 

30%" 

AI/ 

1  71/, 
1'  78 

7  4 
/.3 

195 

1£3 

n  4ft 

U.40 

47 
3/ 

none 

i 
1 

472 

205 

Twentieth  Century-Fox 

-10.0 

1/ 

A  1/ 

10% 

7.6 

77 

1.17 

9 

0.50 

A74 
4/3 

771 
/ 13 

national  uypsum 

in  9 

20%- 

8 

1  75/ 
1/78 

ift  4 
10.3 

9B7 
cor 

1  C1 

11 

1.U3 

1 

f 

ATA 
4/4 

Z/U 

tine r son  ciecinc 

in  4 

53>/«- 

20% 

4C 
3D 

KC  fi 
30.0 

9  ftAC 
£,U43 

1 0 
lo 

1  Aft 

1.00 

1 

/ 

A7R 
4/0 

488 

30O 

trUiier-namnici 

in  <; 

54V4- 

16% 

3C3/ 

4  St 
3.o 

1AA 
14U 

«  CO 

4. DO 

0 
0 

1  Oft 

A 

A7C 
4/0 

13Z 

1  iharht  Natl  1  Efo 

in r. 

3111/ 

173/ 
1'  74 

941/ 

1 Q  Q 
X9.9 

AC  A 
404 

1  ft 
1U 

ft  Oft 

1 

477 

553 

Hoover  Ball  &  Bearing 

-10.6 

OQ5/ 
^78- 

73/ 
'78 

20% 

5.9 

118 

3.20 

6 

1.00 

5 

47R 
4/0 

8«»7 
03/ 

Polianrii  CrAiin 

_in  7 

24y2- 

41/4 

1H3/ 
IB74 

K  Q 

3.9 

1  in 

11U 

1  00 

A  at 

none 

t 
1 

A7Q 
•J/3 

3oU 

Rnriv-WarnAr 
Doig  -fwornei 

in  7 
— *w./ 

38%- 

121/2 

97 
LI 

IOC 
lo  3 

mi 

3U1 

0  OA 
3.94 

1 

1  Cft 

1.0U 

9 

40u 

fill 

niiiiei 

_in  q 

— 1U.9 

lli/2- 

41/8 

•>/8 

4  7 
4./ 

94 

L*t 

ft  ftfi 
U.Oo 

0 

ft  oc 

l 
1 

AR1 
401 

RC.7 
DO/ 

m Mil  a  W- CXI  ISVn 

ii  n 

— ll.U 

4D 

111/ 

4(11/ 

juy2 

icq 
10.3 

AOft 
490 

4  OO 
3.Z9 

A 

9 

1  Cft 
1.3U 

1 

482 

600 

N  Y  State  Elec  &  Gas 

-11.0 

4A1/ 

1 R 
13 

291/4 

13.0 

382 

3.56 

8 

2.40 

1 

4R4 

4R1 

MrfiAnnAll  nAiiatac. 
mCLrUIIIIOII  UUUgla> 

—ill 

37'/«- 

7% 

943/ 
"74 

4ft  R 
30.3 

RK7 
00/ 

0  77 

L.I  1 

A 

9 

ft  AA 
U.44 

1 
J 

tot 

J  JO 

nll/ulla  rUUIIu  ouiVILc 

—111 

25y4- 

11% 

1  S 
IB 

1Q  ft 
19.U 

9A0 

34^ 

010 
Z.li 

0 
0 

1  AO 

1.4o 

t 

oo 

MalnnP  JL  Hvri> 

_11  1 

33%- 

121/4 

995/ 
"78 

C  7 
0./ 

1  CO 
13Z 

0  no 
Z.09 

11 

A  CO 
0.OO 

3 
1 

AAA 
400 

45.9 

1 A  for/*  A 

11  3 
—11.3 

«»74- 

1 7 
1/ 

AA 
44 

1  O  A 

1^.4 

CA7 

34/ 

C  OC 

3.36 

0 
0 

1  CC 

1.00 

1 

487 

665 

Wallace-Murray 

-11.4 

9A 

3 

20% 

3.1 

63 

3.74 

5 

1.00 

488 

64.1 

Bluebird 

_i  l  A 

—i  i.*f 

6%- 

1% 

All 
4/8 

c  c 
3.3 

LI 

ft  70 
\i.lL 

■7 
/ 

none 

( 

489 

Mavis  0 

-11.4 

46»/«- 

16 

4R 

1  4  A 
13.4 

A  CO 
409 

O  A  Q 

A4o 

1  A 

14 

1  7C 
1./3 

1 

49(1 

■547 

_11  •! 

24%- 

10% 

101/ 
19  */4 

9  A 
Z.4 

Aft 
40 

A  Oft 

4.ZU 

c 
3 

1  AA 
1.44 

j 

491 

400 

I  nrlrhppffl  Aircraft 

LUlltllvvU  fill  VI  oil 

1  K3/ 

03/ 
'■74 

R5/. 
078 

1 1  A 
11.4 

08 
90 

4  00 
3.Z9 

0 
3 

none 

1 
1 

492 

427 

Diamond  Intl 

-11.9 

AQ3/ 

4d74- 

35% 

11.6 

409 

4.39 

8 

2.00 

5 

493 

192 

—17 1 

— l£.l 

30%- 

6% 

Oft 
/U 

100 

£31 

1  on 
1.09 

11 

ft  CC 
0.03 

i 

494 

692 

—19  1 

37'/„- 

13 

9£3/ 

Oft  c 

C9A 
3Z4 

3.33 

0 
0 

1  Aft 

1.4U 

i 
1 

495 

634 

amnion  Intl 

—1?  A 

— 1£.4 

30«/2- 

9% 

9C5/ 
Z07g 

49  1 

o33 

O  QQ 
L.OO 

A 

9 

1  nn 

l.UU 

1 

496 

03/ 

OIIVIIVI",UIUIIC 

— lt.4 

QOl/ 

3/8 

1 91/ 
"78 

0.0 

7fl 

/u 

OIO 
3.13 

A 

4 

ft  7ft 
U./U 

■ 

497 

531 

Anchor  Hocking 

-12.5 

joy2- 

1  0 

27% 

6.7 

184 

4.67 

6 

1.40 

c 

498 

841 

ftWVw 

— 19  5 

20%- 

2 

1 A 
14 

11.0 

SCO 

7  CC 

/.03 

L 

none 

f 

499 

194 

ChA^phroiich'Pnnrt*^ 
i*ncaVUf  UlUJlri  UllU  9 

—19  7 

46  - 

13% 

9H3/ 
L0% 

49  1 

Q07 
oLI 

1  CO 
1.09 

1  c 
13 

ft  7C 
U./O 

500 

581 

fiftripf  at  Mntnn 

—19  4 

— 1/..9 

843/4- 

28% 

lul/a 

0Q7  C 
Lol.O 

on  ico 

£11,109 

O  AC 
9.43 

7 
/ 

c  CC 

3.33 

1 

501 

47R 

14  n 

LI 

1 4 

91  31 
L\% 

Oft  C 
3U.3 

CCA 
004 

O  CI 

Z.31 

A 

9 

1  Oft 
l.OU 

I 
I 

502 

• 

Marsh  &  McLennan  Cos 

-13.1 

09 

57% 

13.7 

782 

3.28 

17 

2.00 

3 

503 

• 

MrCnrmirlr  JL  tin 

WvWI  lllll*H  A>  VV 

—14  4. 

67  - 

22 

$Ll/i 

c  0 

o.z 

ICS 
lOo 

O  A  0 

/.4o 

1  4 
13 

ft  7C 
U./O 

1 

504 

726 

Inh  n*-  Ma  n  vi  Ha 

JVIIil9~lfiailVlll«I 

—13^5 

— A9m9 

41%- 

14% 

4R1/ 
33/4 

91  A 
Z1.4 

7CA 
/34 

0  oc 

3.Z3 

1 1 
11 

1  An 

1.4U 

505 

177 

Rnhm  JL  Ha** 
mill  hi  01  na4i3 

14  ft 

— Ij.O 

116  - 

43% 

A73/ 
4/% 

14  Q 

IL.O 

CI  9 
9lL 

O  OO 

LML 

1 C 

10 

1  on 

1 

506 

174 

F;i*ttman  Knrf  Jik 
■»a3Uliail  rtUUan 

—14  ft 
— la.D 

1  CI  3/ 

151%- 

04 

1  cl  d 
101.0 

14  C74 
13,3/3 

O  OO 

$ML 

01 
LI 

9  in 

1 

507 

242 

Petrolane 

-13.7 

33 

71/ 

7y2 

243/8 

9.6 

234 

3.08 

8 

0.72 

3 

508 

371 

F  1  r!u  Pont 
1 1  uu  runi 

—14  it 

203V2- 

84% 

1  OK 

AO  A 

45.4 

C  AA7 
0,114/ 

1  ft  Oft 

10 

IL 

c  no 

3.UU 

509 

410 

Tpvtrnn 

1 VAUUII 

 1«  q 

—13.9 

363/4- 

11% 

OCI/ 

00  0 

78Z 

3.01 

A 

9 

1  Oft 

1 

510 

226 

Minn  Mining  A  Mfp 

minii  milling  Qt  mi^ 

—11 1 

—14.1 

91%- 

43 

Do 

1  1  c  0 
113.3 

0,688 

O  OA 

Z.84 

Oft 

1  AC 
1.43 

511 

525 

Niflflram  Mithawk  Pa  war 
i^iajjuia  Ifivilaff n  ruffCI 

—14  9 
— 14.t 

101/ 

183/8- 

"75/ 

/% 

14  3/ 

14% 

CA  7 
34./ 

787 

1.62 

A 

9 

O  1ft 
L.IU 

1 
1 

512 

364 

INK 

-14.3 

19V4 

42 

22.8 

956 

3.11 

14 

0.72 

3 

512 

240 

JLUU  ol  ■  tlx  CI 

14  4 
—14.3 

453/4- 

8% 

OA 

Z4 

f  C 

7.6 

sot 

182 

O  ft  1 

2.91 

0 

8 

1  Of> 

514 

376 

f-irp«fnnp 

—14  4 
—14.4 

273/4- 

I21/4 

ci 

C7  1 

3/.1 

S  OS  0 

1,31Z 

O  AO 

Z.43 

A 
3 

1  in 

515 

609 

Cnlnmhia  fist  Cvvf  Am 

WIUHIUia  Ua«  Ov/AlCIII 

14  ft 
—14.0 

35%- 

15% 

27/8 

QO  A 

3Z.4 

ana 
904 

3.37 

0 

8 

9  1  A 

Z.14 

1 

516 

• 

If  nchpstpr  Cat  JL  Flpr 

—14  It 
— 14.0 

22%- 

9% 

1 0 

11.3 

OA4 

Z04 

O  ftft 

A 
3 

1  9ft 

l.aCO 

f 

517 

793 

Clark  Oil  JL  Rpfinino 
vioin  vii  oi  nviiiiiiig 

— 14.S 

007/ 

28/8- 

CI/ 

6% 

10  5/ 

13% 

■7  1 
1.1 

07 

97 

1.79 

Q 
O 

U.OU 

q 

a] 

518 

494 

Seaboard  Allied  Milling 

-14.9 

lOVi- 

4% 

7% 

1.3 

11 

2.06 

4 

0.40 

519 

642 

fipnaral  Fan  if* 

i»i  n 

— 13.U 

36»/«- 

16 

30% 

Aft  O 

49.8 

1,520 

3.58 

A 

1  Cft 
1.3U 

1 

519 

437 

MpIuIIIp 

ITICIWIIIC 

— 13.U 

39V2- 

43/4 

OCI  / 

26% 

24.6 

647 

2.30 

11 

ft  CO 

U.Oo 

t 

521 

501 

IK  4 

—13.3 

22%- 

4% 

1  CI  / 

15% 

A  ft 

2.3 

35 

2.07 

7 
1 

ft  CC 

U.00 

4 

522 

620 

Cincinnati  GftE 

— IR  4 
—13.3 

267,- 

13% 

001/ 

22% 

01  n 

acc 
403 

1  Cft 

1.3U 

13 

1  CA 
1.04 

7 

523 

378 

fianaral  Rpfrartnrip« 

IRA 
—13.4 

llVi- 

3% 

C7/ 

6/8 

0  0 

3.8 

oc 
26 

0.60 

11 

n  on 

U.3U 

j 

524 

595 

Cleveland  Bee  Ilium 

-15.5 

383/4- 

20% 

32% 

18.8 

604 

3.10 

10 

2.56 

8 

525 

403 

Southwestern  Life 

-15.5 

21 78- 

7% 

19% 

15.5 

297 

1.93 

10 

0.72 

3 

526 

46 

Leaseway  Transportn 

-15.7 

51%. 

8% 

29% 

7.9 

235 

3.36 

9 

1.10 

3 

527 

594 

Baltimore  Gas  &  Elec 

-15.7 

33%- 

12% 

27% 

28.7 

791 

3.11 

9 

2.08 

7 

528 

804 

U0P 

-154 

251/2- 

9% 

13% 

11.5 

154 

-2.52 

def 

0.50 

3 

529 

282 

National  Industries 

-15.8 

11%- 

2% 

6 

5.7 

34 

1.68 

4 

0.30 

5 

Not  ranked  last  year.       def  Deficit. 
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Who's  Where  in  the  Stock  Market 


Five-Year  Change  in  Consumer  Price  Index:  40.8% 


Total  Latest 


Shares 

Market 

12-Month 

Price/ 

Indicated 

ank 

5-Vear 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•75 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

CI  0 

512 

Arvin  Industries 

ic  on/ 
—19.9% 

29%- 

4% 

13% 

6.1 

$  85 

$  3.45 

4 

$0.64 

4.6% 

7AR 
/ID 

uayco 

1C  1 
— 10.1 

213/8- 

83/4 

1  C  7/ 

15% 

3.3 

PA 

52 

3.78 

4 

0.50 

3.1 

sen 
500 

Clark  Equipment 

— 16.3 

cm/ 

I  71/ 

II  72 

39% 

13.7 

536 

3.44 

11 

1.60 

4.1 

792 

Federal-Mogul 

-16.3 

3L-78  ■ 

113/ 
11% 

22% 

5.3 

119 

3.44 

7 

1.30 

5.8 

607 

Ohio  Edison 

-164 

"72" 

1 07/ 
lU'/8 

20% 

39.8 

815 

2.04 

10 

1.70 

8.3 

RCQ 

lexas  eastern 

It  c 

—10.3 

61%- 

20 

37% 

26.8 

998 

4.45 

8 

1.85 

5.0 

977 

uun  &  ifraasireei  uos 

I C  C 
— lO.D 

42  - 

13% 

283/8 

26.6 

754 

1.73 

16 

1.08 

3.8 

E09 

582 

Natomas 

— lo.o 

R1  3/. 

1 71/ 

l/  78 

353/g 

6.8 

239 

5.07 

7 

1.40 

4.0 

656 

Burlington  Inds 

-16.7 

ad 

10.5/ 

28% 

28.0 

801 

3.75 

8 

1.40 

4.9 

392 

Square  D 

-16.9 

All/ 
4o%- 

191/ 
"  72 

25% 

23.8 

616 

1.79 

14 

1.10 

4.3 

90 
Li 

maremoni 

— lO.S 

59%- 

6% 

17% 

4.2 

74 

2.68 

6 

0.60 

3.5 

019 

dnerwin-niiiiams 

17  A 
— l/.U 

57%- 

25% 

393y4 

5.4 

11  M 

214 

3.22 

12 

2.20 

5.5 

ooo 
322 

Cannon  Mills 

1*7  1 
—17.1 

9fi 

L.O 

O74 

16% 

9.1 

148 

2.11 

8 

1.00 

6.2 

490 

Lincoln  Natl  Corp 

-17.2 

Afti/ 
4»  y4  - 

1Q 
19 

35% 

21.1 

740 

3.23 

11 

1.60 

4.6 

642 

Pub  Svc  Elec  &  Gas 

-17.3 

9R1/ 

mi/ 
1UV2 

22% 

58.7 

1,336 

2.49 

9 

1.80 

7.9 

R91 

521 

irans  union 

— 1/.3 

48%- 

24% 

363/8 

10.7 

391 

3.50 

10 

1.76 

4.8 

9A1 

241 

UUhirlnnnl 

wninpooi 

17  a 
— If  A 

40%- 

11 

27 

36.1 

975 

2.01 

13 

0.80 

3.0 

2oo 

CIS  1  ittu 

tu  uuy 

17  C 
— 1/.0 

Q91/. 

40 

AC  7/ 

46% 

69.1 

3,240 

2.78 

17 

1.30 

2.8 

817 

Del  E  Webb 

-17.7 

1 1 
11 

9 
L 

7 

8.3 

58 

0.76 

9 

none 

0.0 

178 

Moore  Corp 

-17.8 

RA3Z 

0.9 

34% 

28.0 

974 

2.16 

16 

1.20 

3.5 

70  Q 

national  uan 

ift  i 
— to. I 

18%- 

6% 

13% 

6.6 

AA 

90 

2.39 

6 

0.57 

4  1 

4.2 

Mil 

oenerai  tiecinc 

1ft  9 

—10.2 

75%- 

30 

CI  1  / 

51% 

1  Oil  A 

184.4 

0  aco 
9,452 

3.91 

13 

1.80 

0  c 

o.5 

CR1 
DDI 

Union  Electric 

1ft  9 

1Q3/. 
19%- 

07/. 
°78 

1  C  1  / 

15% 

in  0 

40.8 

CI  7 

617 

1.96 

8 

1.36 

A  A 

474 

Sunbeam 

-18.3 

3R5/.. 

03/. 
'% 

24% 

14.4 

352 

2.36 

10 

1.08 

4.4 

578 

Fairchild  Industries 

-18.4 

141/. 
14*/4- 

074 

8% 

4.6 

40 

0.98 

9 

0.30 

3.4 

coo 

DUO 

Hictaraw-mii 

IS  4 
—18.4 

20%- 

5% 

1  C 1  / 

15% 

23.1 

oco 
358 

1.56 

1  f\ 

10 

A  Ca 

0.64 

A  1 

4.1 

Rfi7 

uommonweann  caiswn 

ISC 
— lO.0 

40%- 

19% 

Oil/ 

32% 

CO  0 

O  A1  O 

3.32 

1  A 

10 

O  AA 

2.40 

7  A 
1 A 

7C1 

uimmiiis  engine 

ISC 

— lo.o 

RQ3/. 

1 1  5A 
11% 

43% 

£  O 

0.5 

OOO 

Z9Z 

A  OA 

4.29 

1  A 

10 

1  AA 
1.U0 

O  O 

2.0 

185 

Gardner-Denver 

-18.8 

0.R1/ 
JO74- 

Ifil/ 
1074 

181/* 

19.1 

346 

1.07 

17 

0.76 

4.2 

583 

Duquesne  Light 

-18.8 

9RM. 

11 
11 

20 

26.4 

528 

2.21 

9 

1.72 

8.6 

R7A 

uenerai  ruouc  uins 

ift  o 

— 15.8 

24  - 

9% 

10  7/ 

18% 

cc  n 

55.0 

1  A4A 

1,039 

1  AO 

1.93 

1  A 

10 

1  CO 

1.00 

Q  A 
8.9 

ARO 
409 

Dan  vurp 

1ft  CM- 

— lo.SJ 

26  - 

8 

16% 

a  c 
4.6 

77 

O  AA 

3.09 

5 

A  OA 

A  S 
4.8 

OCO 
009 

navaiampa 

io  a 
— 18.9 

1R3/ 
10%- 

378 

10% 

3.0 

OO 

33 

1  OA 

1.29 

0 
0 

A  AA 

U.44 

a  n 

4.U 

706 

Scovill  Mfg 

-19.0 

0.0.1/ 

7 

21% 

7.2 

158 

-3.17 

def 

1.20 

5.5 

745 

Lone  Star  Industries 

-19.0 

90 
Z9 

05/ 
0/8 

20% 

11.1 

230 

2.12 

10 

1.00 

4.8 

0A9 
04Z 

Nicuonougn 

la  i 
— 1S.1 

25%- 

5% 

18 

3.9 

1ft 

A  OO 

4.32 

A 

4 

A  OA 

U.9U 

r  n 

D.O 

111) 

Johnson  &  Johnson 

1A  O 

— 19.Z 

133  - 

72% 

79% 

58.0 

A  4**11 

4,621 

3.45 

23 

1  1 A 

1.10 

1  A 

1.4 

coo 

D30 

El  Paso  Company 

1 A  0 

—19.3 

91 1/ 
21%- 

01/ 
5*78 

14% 

38.5 

e  j  1 

543 

1  OA 

1.84 

0 
8 

1  1 A 

1.1U 

7  0 

1.0 

696 

Sun  Chemical 

-19.3 

3A5/. 

44  %- 

0/8 

24 

2.1 

50 

3.61 

7 

0.40 

1.7 

654 

Tecumseh  Products 

-19.6 

RA3/ 
04%- 

171/. 
1'  72 

45 

5.5 

246 

5.91 

8 

3.25 

7.2 

nauisco 

IO  A 

— 13.3 

64%- 

21% 

46% 

16.0 

741 

A  CO 

4.69 

1 A 
1U 

O  AA 

2.4U 

R  9 
O.c 

9QE 

£.00 

Lucny  otores 

OA  A 

— LQ.v 

19%- 

7 

13% 

37.8 

CI  c 

515 

1.11 

1  0 

12 

A  CO 

0.00 

r  n 

.  000 

roro  motor 

OA  O 

— Z0.3 

B93/ 
0'78- 

903/ 
Z8% 

56 

94.4 

C  IDC 

5,286 

10.46 

5 

O  OA 

i.  20 

R  7 
0.1 

•  229 

Western  Air  Lines 

—20.3 

1R3/ 
10%- 

0/2 

97/« 

*  to 

12.7 

125 

0.83 

12 

0.40 

4.1 

.  569 

First  Charter  Finl 

-20.5 

983/ 
ZO%- 

A  3/ 
47j 

17% 

29.6 

514 

2.28 

8 

none 

0.0 

.  0Z£ 

wean  unueo 

OA  C 

7%- 

2% 

43/g 

0  1 

3.1 

1  a 
14 

A  CC 

Odd 

7 
/ 

none 

n  n 

7R0 

i  /OS 

Western  Bancorp 

OA  C 

— ZU.5 

39V4- 

13% 

101  / 

28% 

OO  A 

23.9 

C71 

671 

0  4  0 

d.4o 

b 
5 

1  An 

1.4U 

R  ft 
0  V 

'  OOO 
LOO 

Hygrade  Food  Prods 

OA  E 

— Z0.5 

44%- 

12% 

30 

1  A 

1.0 

OO 

29 

A  CO 

4.62 

c 
0 

1  AA 
1.0U 

0  0 

0.0 

A  A 1 

441 

Dart  Industries 

OA  f 
—£0.1 

3/ 

31  %- 

1  ni/ 
IU74 

001/ 

iL  % 

00  A 

LLA 

700 

A  1Q 
4.19 

ft 

0 

n  so 

7  R. 

613 

First  Natl  Boston 

—20.7 

10 

19 

12.1 

324 

3.36 

8 

1.88 

7.0 

700 

/o2 

at  western  Financial 

•71  A 

— Z1.0 

36  - 

6% 

22% 

14.9 

330 

O  A  C 

2.45 

9 

A  CA 

U.5U 

9  0 
z.o 

ceo 

ODO 

Maui  Cn/rlinrl  A  •  C 

new  tngiana  u  &  c 

— Z1.Z 

193/4- 

8% 

ICO/ 

15% 

7  0 
1.0 

110 
112 

1  OK 

1.95 

Q 

5 

1  OR 

1.00 

ft  ft 

0.0 

0  OQ 
OOO 

HeuDiein 

—21,3 

653/4- 

17% 

42% 

21.1 

OAO 

099 

Oil 

3.11 

1  A 

14 

1  OO 
l.OZ 

0.  1 
0.1 

OOA 

284 

Tesoro  Petroleum 

11  at 

— Z1.4 

29  - 

11% 

1  C  1  / 

15% 

11.8 

1 70 

178 

1  oc 

1.86 

0 
0 

1  AA 

l.UU 

R  R 
D.O 

'  COA 

WO 

Talley  Industries 

— Z1.5 

16%- 

4% 

8% 

A  O 

4.3 

oc 
36 

1  cc 

1.65 

5 

A  CA 

u.ou 

7  1 
/.I 

!  802 

fNithm 

WUIUI V 

—A.*./ 

283/4- 

9% 

1Q 

3.0 

56 

3.06 

6 

1.32 

6.9 

709 

Transamerica 

-21.8 

22%- 

5% 

14 

65.0 

910 

1.69 

8 

0.66 

4.7 

727 

United  States  Gypsum 

-22.0 

33%- 

13 

25% 

16.6 

420 

2.15 

12 

1.60 

6.3 

612 

Public  Service  Colo 

-22.1 

24%- 

9% 

18% 

23.2 

430 

1.91 

10 

1.46 

7.9 

760 

New  York  Times 

-22.3 

22%- 

6% 

14% 

11.2 

161 

1.29 

11 

0.60 

4.2 

370 

Times  Mirror 

-22.3 

30%- 

8% 

20 

33.6 

672 

1.81 

11 

0.60 

3.0 

265 

Oxford  Industries 

-22.5 

25%- 

7 

17% 

2.8 

48 

4.09 

4 

0.68 

4.0 

anked  last  year.      t  Four-year  price  change.       def  Deficit. 
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Who's  Where  in  the  Stock  Market 


Five-Year  Change  in  Consumer  Price  Index:  40.J 


Total 


Latest 


Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

Company 

5-Year 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Curr 

•76 

■75 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yie 

592 

601 

Springs  Mills 

-22.5% 

19%- 

8V4 

12% 

"  8.7 

%  109 

$  1.61 

8 

$0.75 

6. 

593 

545 

American  Elec  Power 

-22.6 

10  /2 

23% 

93.0 

2,186 

2.47 

10 

2.06 

8. 

594 

778 

Maryland  Cup 

-22.8 

38  - 

IOV4 

24% 

4.3 

105 

3.26 

7 

0.60 

2. 

595 

377 

Amer  Hospital  Supply 

-23.0 

55%- 

183/4 

30% 

36.3 

1,111 

1.60 

19 

0.40 

1. 

596 

575 

Dayton  Power  &  Light 

-23.1 

26%- 

10% 

19% 

17.5 

335 

1.86 

10 

1.66 

8. 

597 

16 

Colonial  Penn  Group 

-23.4 

70  - 

12% 

24% 

16.1 

397 

2.92 

8 

0.70 

2. 

598 

528 

Stop  &  Shop 

-234 

"  /4 

7  Wo 

•  /8 

14% 

3.9 

56 

3.20 

4 

1.00 

7. 

599 

761 

ASARCO 

-23.4 

273/8- 

12 

15% 

26.7 

405 

1.16 

13 

0.80 

5. 

600 

628 

Brooklyn  Union  Gas 

-23.5 

26%- 

11 

IS3/* 

7.2 

136 

2.17 

9 

1.72 

9. 

601 

743 

St  Louis-San  Fran  Ry 

-23.5 

523/4- 

211/4 

39 

2.6 

101 

4.12 

9 

2.50 

6. 

602 

516 

Masonite 

-23.8 

40%- 

M1/4 

24 

16.3 

391 

1.48 

16 

0.60 

2. 

603 

655 

Warner  Communications 

-24.0 

3U  74 

0  /g 

23% 

13.2 

313 

1.08 

22 

0.60 

2. 

604 

* 

Warner  &  Swasey 

-24.1 

431/4- 

11% 

26 

3.5 

90 

1.79 

15 

1.20 

4. 

605 

297 

Wetterau 

-24.1 

25%- 

81/4 

16% 

6.5 

107 

1.64 

10 

0.60 

3. 

606 

697 

So  Carolina  E  &  G 

-24.2 

263/8- 

83/4 

18% 

17.7 

332 

1.95 

10 

1.52 

8. 

607 

786 

Cincinnati  Milacron 

-24.3 

451/4- 

131/2 

31% 

3.6 

114 

1.99 

16 

1.40 

4. 

608 

447 

Savannah  Foods 

-24.3 

°/2 

19% 

1.8 

36 

6.89 

3 

1.32 

6. 

609 

522 

Southern  Pacific 

-24.3 

52  - 

24% 

34% 

26.6 

922 

4.27 

8 

2.24 

6. 

610 

596 

Texaco 

-24.4 

43%- 

20 

26 

271.4 

7,058 

3.17 

8 

2.00 

7. 

611 

503 

Hilton  Hotels 

-244 

30  - 

41/2 

20% 

13.1 

272 

1.90 

11 

0.92 

4. 

612 

171 

Mercantile  Stores 

-24.5 

851/2- 

28i/4 

47% 

5.9 

282 

4.90 

10 

0.80 

1. 

613 

Tampa  Electric 

-24.5 

Q3/L 
O  /4 

19% 

15.0 

295 

2.01 

10 

1.12 

5. 

614 

683 

MBPXL 

-24.6 

15%- 

51/4 

12 

2.0 

24 

3.84 

3 

0.50 

4. 

615 

354 

Northwest  Airlines 

-24.6 

55  - 

10% 

29% 

21.6 

629 

2.29 

13 

0.45 

1. 

616 

662 

Delmarva  Power  &  Lt 

-24.7 

19%- 

7% 

13% 

18.8 

259 

1.55 

9 

1.20 

8. 

CI  c 

bio 

A  1  1 

411 

J  C  Penney 

-24.7 

101  - 

35 

55 

63.3 

3,479 

3.74 

15 

1.28 

2. 

CIO 

olo 

324 

Colonial  Stores 

-24.8 

id 

21% 

3.8 

82 

3.10 

7 

1.45 

6. 

619 

740 

Charter  New  York 

-25.0 

36%- 

18 

25% 

8.3 

212 

4.69 

5 

2.00 

7. 

620 

687 

So  Calif  Edison 

-25.4 

31%- 

14% 

22 

48.4 

1,064 

3.37 

7 

1.68 

7. 

621 

573 

Northeast  Utilities 

-25.4 

17%- 

51/2 

10% 

63.0 

669 

1.39 

8 

1.02 

9. 

coo 
bLL 

791 

Johnson  Controls 

-25.5 

39%- 

63/4 

24% 

3.6 

87 

3.06 

8 

1.20 

5, 

coo 

449 

Waldbaum 

-25.6 

1Q 

41/. 
H74 

83/4 

2.3 

20 

2.60 

3 

none 

0. 

624 

299 

Norton  Simon 

-25.7 

38%- 

7V2 

20% 

44.1 

887 

2.00 

10 

0.60 

3 

625 

735 

Insilco 

-25.7 

19%- 

5% 

13% 

8.9 

122 

1.91 

7 

0.80 

5 

626 

251 

Black  &  Decker 

-25.9 

423/8- 

I53/4 

19% 

41.8 

799 

1.02 

19 

0.40 

2 

COT 

627 

493 

Cyprus  Mines 

-25.9 

45i/«- 

19% 

23% 

10.5 

249 

1.02 

23 

1.40 

5 

coo 

628 

101 

CFS  Continental 

-26.0 

ZO74- 

73/. 

'78 

14% 

5.2 

74 

1.60 

9 

0.30 

2 

629 

625 

Blount 

-26.1J 

183/g- 

3% 

8% 

2.7 

24 

1.97 

5 

0.30 

3 

630 

635 

Green  Giant 

-26.1 

3OV4- 

121/2 

17% 

3.5 

62 

0.77 

23 

1.08 

6 

631 

530 

American  Cyanamid 

-26.1 

40%- 

17% 

25% 

47.8 

1,200 

2.98 

8 

1.50 

6 

coo 
bid 

1  1  o 

113 

Perkin-Elmer 

-26.2 

43i/2- 

15% 

21% 

18.7 

402 

1.14 

19 

0.32 

1 

coo 

cno 

608 

Pacific  Lighting 

-26.3 

Z07g- 

1078 

18% 

22.8 

416 

2.38 

8 

1.68 

9 

634 

772 

Grand  Union 

-26-4 

22  - 

7% 

15% 

6.2 

96 

2.86 

5 

1.00 

6 

635 

682 

Bank  of  New  York 

-26.5 

44  - 

22 

31% 

6.0 

190 

5.21 

6 

2.20 

7 

636 

97 

Pac  Gamble  Robinson 

-26.6 

43%- 

14% 

22 

1.6 

35 

3.55 

6 

1.40 

6 

C07 
00/ 

C7C 

0/0 

Goodyear 

-26.7 

331/2- 

113/4 

233/g 

70.3 

1,643 

1.41 

17 

1.10 

4 

COO 

637 

ooc 

825 

Revere  Copper 

-26.7 

I61/4- 

5% 

9% 

5.6 

54 

-4.19 

def 

none 

0 

coo 
639 

191 

VFCorp 

-26.9 

d4y4- 

g 

19% 

9.8 

189 

2.67 

7 

1.10 

5 

640 

738 

Chromalloy  American 

-27.0 

24%- 

7% 

13% 

10.0 

139 

2.30 

6 

0.84 

6 

641 

704 

No  Indiana  Pub  Svc 

-27.0 

30%- 

ll3/4 

19% 

24.2 

474 

2.48 

8 

1.40 

7 

cao 

coo 

G  C  Murphy 

-27.0 

271/4- 

9% 

19% 

3.9 

75 

2.68 

7 

1.20 

6 

C4  0 

o4J 

/Ol 

Consolidated  Edison 

-27.1 

271/2- 

6 

18% 

61.5 

1,162 

4.00 

5 

1.60 

8 

CA  A 

644 

COI 

691 

Long  Island  Lighting 

-27.3 

25%- 

9% 

18 

37.0 

666 

2.47 

7 

1.56 

8 

o4b 

313 

Delta  Air  Lines 

-27.4 

00 -yg- 

9R3/ 
"78 

35% 

19.9 

706 

4.02 

9 

0.70 

2 

646 

843 

Amerada  Hess 

-27.5 

48%- 

121/4 

263/4 

23.3 

624 

3.68 

7 

0.60 

2 

647 

672 

Pacific  Gas  &  Elec 

-27.8 

33%- 

17 

23% 

87.5 

2,045 

2.62 

9 

1.88 

8 

648 

315 

Warner-Lambert 

-27.9 

58  ■ 

18% 

28% 

78.8 

2,264 

2.13 

13 

1.00 

3 

649 

716 

Southern  Company 

-28.4 

22%- 

7% 

15% 

122.0 

1,921 

1.66 

9 

1.46 

9 

650 

482 

Quaker  Oats 

-28.5 

471/2- 

12% 

24 

20.7 

498 

2.45 

10 

0.92 

3 

651 

790 

Merrill  Lynch  &  Co 

-28.6 

46  - 

6% 

24% 

35.4 

864 

2.91 

8 

0.80 

3 

652 

484 

Zapata 

-28.6 

18%- 

7% 

11 

6.4 

70 

3.46 

3 

0.30 

2 

653 

626 

Combustion  Engineering 

-28.8 

106%- 

21% 

44% 

10.2 

451 

4.67 

9 

2.00 

4 

Not  ranked  last  year.      %  Four-year  price  change.       def  Deficit. 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  40.8% 


Company 


5- Year 
Price  Change 


1972-76 
Price  Range 


Recent 
Price 


Shares 
Outstanding 
(millions) 


Total 
Market 
Value 

(millions) 


Latest 
12-Month 
Earnings 
Per  Share 


Price/ 
Earnings 
Ratio 


Indicated 
Annual 
Dividend 


Current 
Yield 


638 

Crocker  Natl  Corp 

-28.8% 

38%- 

13% 

25 

11.7 

$  294 

$  3.22 

8 

$1.66 

6.6% 

336 

Atlanta  Gas  Light 

-28.9 

20  ■ 

8% 

13% 

4.5 

63 

1.63 

9 

1.24 

8.9 

/ /O 

Kroger 

— Zo.3 

33% 

14% 

23% 

13.5 

312 

3.10 

7 

1.44 

6.2 

500 

Avery  International 

-29.0 

511/.- 

19 

•13  78 

Q  R 
J.D 

1B7 
15/ 

i  no 

a  oe 
O.OD 

1.8 

|  

Oklahoma  Gas  &  Elec 

-29.0 

29V9- 

/2 

15 

19 

w 

19  7 

17A 

1  QO 

in 

1  A  A 

1.44 

7  c 

i.b 

275 

Hospital  Corp  of  Am 

-29.0 

45%- 

5% 

24% 

10.1 

243 

2.66 

9 

0.32 

1.3 

559 

Florida  Power  &  Lt 

-29.1 

443/8. 

13% 

25% 

40.1 

1,031 

2.79 

9 

1.56 

6.1 

400 

Greyhound 

AM  M 

— Z9.Z 

23%- 

93/4 

14% 

43.6 

649 

1.90 

8 

1.09 

7.3 

279 

Champion  Spark  Plug 

-29.2 

20V<- 

•  /4 

1 1  Vo 
11/8 

37  fi 
0/  .0 

A17 
tO/ 

1  OO. 
1.0  J 

Q 

n  cq 

D.o 

700 

Va  Electric  &  Power 

—29.3 

£.1  /4 

0  /8 

14V, 

fi7  7 
0/ .  / 

QR9 

1  CQ 

I. by 

Q 

y 

1  OA 

o.O 

527 

RHMacy 

-29.4 

48  - 

10% 

34 

9.7 

331 

4.39 

8 

1.30 

3.8 

899 

Seatrain  Lines 

-294 

16  - 

1 

8% 

13.7 

111 

0.64 

13 

none 

0.0 

cm 

DDo 

CIT  Financial 

— Z9.0 

54%- 

23% 

353/8 

20.5 

724 

4.67 

8 

2.40 

6.8 

761 

Continental  Tel 

-29.6 

27  - 

J  /4 

153/ 
1J  /4 

17  fi 

0/  .0 

l.DU 

1  1 
11 

1  no 
l.Uo 

0.3 

658 

Detroit  Edison 

-29.8 

7Vj 

'  /4 

143/ 
it  /4 

Rl  fi 

79(1 
/3U 

1  AQ 
1.457 

in 

1U 

1  AR 
1.4D 

3.0 

701 

Flintkote 

-29.8 

35%- 

9% 

22% 

5.6 

126 

1.96 

11 

1.16 

5.2 

621 

Phila  Electric 

-29.8 

25  - 

9% 

16% 

68.8 

1,153 

1.84 

9 

1.64 

9.8 

boo 

Hiliingnam 

—30.1 

14%- 

4% 

8% 

12.8 

104 

1.94 

4 

0.48 

5.9 

725 

Richmond  Corp 

—30.1 

31V9- 

9Vo 

'  /8 

19Vo 

■13  /8 

lO.l 

9M 

Z.J  / 

0 
0 

U.oU 

A  9 
t.Z 

644 

Loews 

—30.2 

60V?- 

10% 

32  3/o 

/8 

12.9 

418 

c 

0 

1  9n 

1  7 
O./ 

415 

Peabody  Intl 

-30.2 

46%- 

8% 

19% 

6.8 

136 

1.85 

11 

0.20 

1.0 

618 

Central  &  South  West 

-30.6 

26%- 

10% 

17 

51.4 

874 

1.68 

10 

1.20 

7.1 

wait  uisney 

—30.6 

112%- 

I53/4 

43% 

31.6 

1,367 

2.33 

19 

0.12 

0.3 

574 

Hershey  Foods 

-30.8 

193/o 

13  /8 

13.0 

257 

0.10 

c 
0 

1  19 

5  8 
0.0 

566 

f  . 

Armstrong  Cork 

-30.8 

447/0- 

143/ 
it  /4 

293/ 
£3  /4 

25  7 

7Kfi 

/DO 

9  no. 

11 
it 

1  nn 

1  4 

650 

Illinois  Power 

-30.9 

38%- 

14 

26% 

22.4 

603 

2.62 

10 

2.20 

8.2 

766 

Houston  Ug  &  Power 

-31.0 

56%- 

16% 

31% 

26.8 

849 

3.91 

8 

1.76 

5.5 

Richardson-Merrell 

—31.1 

42%- 

1334 

23% 

23.3 

541 

2.21 

11 

0.70 

3.0 

671 

Fruehauf 

—31.2 

45U- 

•tJ  /4 

13 

263/ 
to  /4 

11  9 

118 

1  7fi 
o./o 

7 
/ 

1  sn 

fi  7 
0./ 

542 

RCA 

-31.3 

45  - 

*  /4 

25  V, 
'J  /2 

74.6 

1  903 

7  nn 

11 

1.00 

1  9 

532 

Philadelphia  Natl 

-31.7 

52%- 

19% 

29% 

5.8 

170 

4.53 

6 

2.10 

7.2 

399 

Sears,  Roebuck 

-31.7 

123%- 

41% 

70 

158.6 

11,105 

3.84 

18 

1.85 

2.6 

1AA 

/44 

Consumers  Power 

—31.8 

33  - 

9 

21% 

34.4 

739 

3.23 

7 

2.00 

9.3 

563 

Girard 

—31.8 

593/.. 

JJ  /8 

28V-> 

0/  /4 

2  *> 

3  19 

19 

XL. 

1  24 

8  fi 

570 

Texas  Utilities 

—31.9 

36  - 

10/4 

21 

70.0 

1  470 

2  19 

10 

1.32 

6.3 

Union  Bancorp 

-31.9$$ 

17%- 

5% 

10% 

11.6 

121 

0.98 

11 

0.84 

8.1  " 

397 

Fedl  Natl  Mortgage 

-32.0 

27%- 

11% 

16% 

47.9 

809 

2.61 

6 

0.88 

5.2 

1  # 

Ruddick 

— 3Z.1 

9%- 

1% 

4% 

2.3 

10 

1.06 

4 

0.12 

2.7 

516 

Areata  National 

—32.3 

23  - 

5 

lWo 

10  /8 

6.1 

80 

2  02 

5 

0.60 

4.6 

782 

San  Dieso  Gas  &  Bee 

—32.7 

227/„- 

10 

14Vo 
■it  /8 

19  1 

270 

2  17 

fi 

1.20 

8.5 

'14 

Middle  South  Utiis 

-32.8 

28%- 

9% 

16% 

58.8 

977 

1.66 

10 

1.32 

7.9" 

'81 

Chemical  New  York 

-33.1 

59%- 

26% 

37% 

14.5 

544 

6.15 

6 

2.88 

7.7 

304 

lies  ipr 

USLIFE 

— 33.3 

39%- 

7% 

15% 

21.4 

332 

2.34 

7 

0.40 

2.6 

566 

Thrifty  Drug  Stores 

—33.3 

1D  /8 

4 

7Vo 

'  /8 

9.8 

75 

0.80 

10 

0.40 

5.2 

i65 

Transwav  Intl 

—33.5 

JJ  /4 

1U  /8 

20  Vo 

iu  /8 

6.5 

134 

3.00 

7 

1.40 

6.8 

159 

Braniff  fntl 

-33.5 

19%- 

4% 

10% 

20.0 

205 

1.03 

10 

0.24 

2.3 

132 

Coca-Cola 

-33.6 

150  - 

44% 

81 

59.9 

4,853 

4.57 

18 

2.25 

3.3 

549 

Macmiiian 

-33.6 

14%- 

3 

7% 

12.4 

93 

1.24 

6 

0.25 

3.3 

Hobart 

—33.7 

38  - 

10 

213/8 

11.4 

243 

1.92 

11 

0.92 

4.3 

!66 

United  Brands 

—33.7 

16 

23/„ 

^  /8 

7Vo 

'  /8 

10.9 

78 

1.29 

5 

none 

0.0 

!20 

City  Investing 

-33.8 

22%- 

4 

13% 

20.3 

268 

1.39 

10 

0.66 

5.0 

'37 

Florida  Power 

-33.8 

54%- 

107/8 

30% 

14.2 

435 

3.32 

9 

2.28 

7.4 

38 

Chrysler 

-34.1 

44%- 

7 

18% 

60.2 

1,137 

3.58 

5 

0.60 

3.2 

8  * 

Memorex 

-34.2 

38%- 

1% 

21% 

4.7 

103 

3.77 

6 

none 

0.0 

'"7  A 

74 

First  Natl  Stores 

36%- 

15 

18 

1.1 

20 

0.56 

32 

1.00 

5.6 

.14 

Gillette 

-34.4 

66%- 

20% 

26% 

30.1 

790 

2.75 

10 

1.50 

5.7 

55 

Libbey-Owens-Ford 

-34.4 

52  - 

12% 

31% 

10.9 

347 

4.51 

7 

2.30 

7.2 

04 

Garfinckel  Brooks  Bros 

-34.6 

29%- 

6% 

14% 

4.2 

63 

2.09 

7 

1.04 

7.0 

* 

Gulf  Life  Holding 

-34.8 

19%- 

5% 

10% 

21.9 

227 

1.44 

7 

0.60 

5.8 

34 

Pfizer 

-34.9 

52%- 

21% 

27% 

70.2 

1,914 

2.19 

12 

0.88 

3.2 

39 

Fisher  Foods 

-35.1 

22%- 

8% 

10% 

6.2 

62 

1.94 

5 

0.40 

4.0 

69 

Koehring 

-35.1 

24%- 

3% 

12% 

2.9 

36 

1.00 

12 

0.60 

4.9 

iked  last  year.       tt  Three-year  price  change. 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  4A 


Total 


Latest 


Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

Company 

d- Tear 

1972-76 

Recent 

Oiifmljiwrflng 
uuuoinuin|[ 

Value 

birning* 

Anmieil  C 

'76 

'75 

Price  Chang* 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

716 

325 

—35.4% 

57%- 

20 

281/i 
t-o  /4 

44.6 

S  1  261 

$  2.31 

12 

$0.96 

717 

591 

Kamiiffr  f!orn 

—35.5 

51%- 

11 

29V» 

/2 

5.6 

166 

4.62 

6 

0.80 

718 

736 

fin  If  CtfltAc  Illik 

—35.6 

941/ 
"  74 

83/ 
0/4 

14 

32.5 

456 

1.56 

9 

1.12 

/IS 

9Q1 
COO 

Lubrizol 

-36A 

SO.  3/ 

983/. 

341/4 

20.4 

698 

2.36 

15 

L10 

79A 

ian 
oou 

Carter  Hawley  Hale 

-36.7 

«%- 

19 
Ic 

19% 

19.3 

379 

2.07 

9 

0.90 

721 

819 

[Villi  IUII"I1UI 

—36.9 

35%- 

10 

17V» 

/2 

12.6 

221 

-0.45 

def 

0.88 

722 

845 

1  iff  tin  Inriii^riiK 

—37.3 

23%- 

23/4 

12i/n 

A4-  /8 

33.1 

401 

0.12 

none 

723 

528 

Hiram  Walker 

—374 

r>71/. 
•"72- 

"78 

263/« 

17.2 

455 

3.21 

8 

1.50 

liA 

Boston  Edison 

-37.6 

ani/. 

4U  Ta- 

14 
it 

24% 

9.5 

237 

2.65 

9 

2.44 

79S 

499 
'tec 

Giant  Food 

-37.7 

ll  1/. 

0172- 

71/« 
'72 

14% 

3.3 

49 

3.05 

5 

1.20 

726 

541 

npnpral  Cinema 

—37.9 

55V2- 

7 

22  3^ 

5.5 

123 

2.92 

8 

0.68 

727 

170 

Flaunrland  Inrfc 

—37.9 

H%- 

1 

51/a 

J  /8 

2.0 

10 

0.88 

6 

none 

728 

567 

Ficrhharh  JL  Mfinra 

rlot-SIUaUII  OK  ITIUUIU 

—37.9 

14 

27iA 

3.3 

89 

3.19 

9 

1.10 

79Q, 

/ CJ 

Celanese 

-37.9 

#0 

941/, 
"72 

44% 

13.9 

618 

5.79 

8 

2.80 

710 
/ou 

R74 

Peoples  Drug  Stores 

-38.0 

1Q3/„. 

J  /8 

7% 

3.7 

28 

NA 

— 

0.20 

731 

685 

Ampriran  Financial 

fllllCI  Ivan  ■  IIHHIWOI 

—38.0 

2oy2- 

6 

93^ 

*  /8 

9.5 

89 

-0.21 

def 

0.04 

732 

315 

Purolator 

-38.2 

74%- 

131/2 

26V« 

«-w  /8 

4.6 

121 

2.96 

9 

1.12 

732 

610 

7Anith  Rati  in 

—38.2 

00 78- 

378 

26V.. 

co  /8 

18.8 

492 

2.10 

12 

1.00 

714 

844 

Ot*T 

Great  Atl  &  Pac  Tea 

-3&5 

99 

MA. 
072 

13 

24.9 

324 

0.53 

25 

none 

715 

678 

Thriftimart 

-38.6 

141/. 
1474- 

074 

6% 

0.9 

6 

-5.68 

def 

none 

736 

615 

Kincrs  Dent  Stores 

—38.8 

201/4- 

4 

121/i 
At  /4 

7.5 

92 

1.54 

8 

0.50 

737 

252 

Sfiapram 

—39.0 

491/4- 

205/8 

/4 

35.1 

728 

2.30 

9 

0.86 

738 

807 

Roner  Corn 

—39.1 

Ami. 
41174- 

83/ 
074 

205/a 
*-v  /8 

2.6 

55 

3.26 

6 

1.40 

739 

783 

Bankers  Trust  NY 

-39.3 

P.Q.3/. 
0374- 

"78 

331/4 

10.5 

350 

4.33 

8 

3.00 

740 

256 

UAL 

-39.4 

541/ 
D4V4- 

10 

25 

24.5 

612 

-0.12 

def 

0.60 

741 

* 

Sedco 

—39.5 

663/4- 

16% 

28 

10.2 

286 

4.72 

6 

0.30 

742 

800 

Coin  m  hi  a  Pieturps 

—39.5 

14%- 

1% 

53/ 

J  /4 

7  9 

46 

1 11 

2 

none 

743 

723 

Wa  1  preen 

—39.5 

98 

CO 

Q3/. 
378 

10  /4 

6.6 

108 

2.23 

7 

1.10 

744 

* 

Humana 

-39.6 

985/ 

13/ 

151/4 

5.0 

77 

1.77 

9 

0.40 

745 

758 

First  Wisconsin  Corp 

-39.7 

A93/ 

in 

1U 

20% 

4.2 

87 

2.77 

8 

1.76 

746 

188 

Sysco 

—39.7 

37V4- 

8% 

13  /4 

3.4 

51 

2  21 

7 

0.28 

747 

679 

Washington  Natl  Corn 

—39.8 

303/a- 

71/2 

10  /4 

6.3 

103 

2  67 

0.80 

748 

561 

Chic  Pneumatic  Tool 

—40.0 

483/ 
4074- 

10. 3/ 
1374 

tJ  /2 

5.5 

140 

1.72 

15 

2.00 

749 

647 

Foremost-McKesson 

-404 

98 

CO 

Ql/ 
3  A 

143/4 

12.0 

177 

2.25 

7 

LOO 

750 

670 

Pet 

-40.6 

RSI/ 
03  72- 

1 1;5/ 

1078 

29% 

6.4 

190 

3.70 

8 

1.60 

751 

154 

Howard  Johnson 

—40.7 

34%- 

4 

11  /2 

21  9 

252 

9 

0.28 

752 

770 

General  Cable 

I IVI  III  WHU'V 

—40.9 

20  - 

63/4 

U 

14.3 

157 

1.10 

10 

0.72 

753 

255 

Alterman  Foods 

-41.0 

183/ 
IO74- 

0 

±\j  /4 

1.4 

14 

1.15 

9 

0.50 

754 

179 

Rite  Aid 

-41.2 

RR3/ 
00%- 

91/ 
^72 

16% 

10.4 

170 

1.34 

12 

0.24 

755 

711 

Equimark 

-41.2 

9R3/ 
ZO74- 

7 

11% 

4.1 

45 

1.66 

7 

0.88 

756 

458 

Associated  Dry  Goods 

—41.4 

59%- 

13% 

34 

13.5 

459 

2.93 

12 

1.50 

757 

712 

Household  Finance 

-41.8 

40  - 

93/4 

20Vo 

/8 

43.2 

870 

2.91 

7 

1.20 

/OO 

"7  OA 
/cV 

Pitney-Bowes 

—41.8 

973/ 
Z/%- 

C.5/ 
078 

141/. 
it  /4 

13.2 

188 

1.32 

11 

0.68 

759 

677 

Liggett  Group 

-42.1 

TAX/ 

9^  1/ 
^78 

321/2 

8.2 

266 

4.13 

8 

2.50 

760 

825 

AO  Smith 

-42.2 

113/ 

31%- 

CI  / 
Oya 

13% 

4.9 

68 

0.66 

21 

0.80 

761 

832 

Silencer  Foods 

—42  4 

13%- 

3% 

'  78 

1  n 

1.17 

7 

?  ni 

9 

c 

0.32 

762 

* 

Munforrl 

— 42J» 

19%- 

4 

in 

1U 

9  1 

C.L 

?1 
£1 

1  71 
l./O 

fi 

0 

0  40 

763 

874 

DeSotn 

— 42  fi 

281/z- 

4 

1 11/. 
1078 

C  A 

71 

/ 1 

1  SI 

1.  JO 

q 

0.60 

/04 

CCA 

bbU 

Brown  Group 

—42.9 

40%- 

101/ 

13  78 

22 

7  1 

Ifil 

7 

1.30 

765 

796 

Consolidated  Foods 

-42.9 

A  O 

4o  - 

IO72 

243/4 

28.1 

695 

3.08 

8 

1.40 

766 

825 

Whittaker 

—43  4 

143/4- 

IVi 

3/8 

1  fi  7 
10./ 

QSl 

n  rk 

in 

nnnp 
nunc 

767 

833 

Southwest  Forest  Inds 

—43  fi 

18%- 

3% 

Q7/„ 
3/8 

D.O 

JeC 

n  in 

u.ou 

OO 

\t.C\l 

768 

417 

Marshall  Field 

—43.9 

38%- 

I2V4 

1378 

Q  1 

7.1 

178 

1  7R 

1 1 

1 1 

1.24 

769 

718 

IC  Industries 

—44  0 

393/8- 

10% 

903/, 
^u  78 

1  z.  0 

76ft 

1  94 

c 

1.40 

/  /U 

bU4 

Gamble-Skogmo 

—44.4 

44  - 

17 

9"?5/„ 
iO  /8 

IDS 

4  •i? 
t.  o/ 

5 

1.40 

771 

111. 

Simmons 

-44.5 

413/4- 

9V2 

I8V4 

6.8 

125 

1.78 

10 

1.10 

772 

224 

AM  K 

37%- 

6 

12% 

34.4 

A  A  O 

442 

0.97 

13 

none 

773 

323 

American  Motors 

-44.6 

13%- 

31/4 

3% 

29.8 

115 

-1.56 

def 

none 

774 

648 

Gerber  Products 

-44.7 

43  - 

81/2 

22% 

8.1 

184 

3.03 

7 

1.30 

775 

* 

ERC 

-44.8 

55  - 

IO1/2 

233/4 

5.1 

121 

3.19 

7 

0.56 

776 

605 

General  Host 

-45.0 

21%- 

41/4 

9% 

1.6 

16 

-9.32 

def 

0.60 

777 

771 

Fidelcor 

-45.1 

49%- 

171/2 

221/4 

4.8 

108 

2.58 

9 

2.20 

•  Not 

ranked 

last  year.       def  Deficit.  NA 

Not  available. 
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FORBES,  JANUARY  1, 


5  word  is  out  that  intensified  capital  spending 
will  most  certainly  occur,  or  not  occur, 


rrent  publications  reflect  con- 
moods  and  ideas  on  this  key 
ic  issue. 

e  Wall  Street  Journal,  for  in- 
says  that  the  long-awaited  surge 
iess  spending  seems  to  be  under 

siness  Week,  on  the  other  hand, 
lat  due  to  insufficient  capital, 
>t  likely  to  have  a  capital  spend- 
n. 

lat  does  Forbes  say?  "The  ques- 
t  if  but  when."  Our  recent  cover 
The  Coming  Explosion  in  Capi- 
riding"  examines  the  possibili- 
!  potentials  and  the  pitfalls.  It 
he  thinking  of  the  Chairman  of 
,  the  President  of  U.S.  Steel  and 
rporate  leaders, 
this  kind  of  access  to  board- 


very  soon. 

room  thinking  that  puts  Forbes  first  in 
the  measured  reading  preferences  of 
America's  top  management. 

The  research  firm,  Erdos  &  Morgan, 
made  a  reconfirming  study  of  this  among 
the  top  executives  of  1300  of  America's 
largest  companies.  The  results  showed 
Forbes  to  be  read  by  more  of  these  top 
management  executives  than  any  other 
business  or  news  magazine. 

No  wonder  Forbes  was  the  only 
leading  business  or  news  magazine  up  in 
advertising  pages  in  1975.  Which  means 
our  gains  for  1976  are  gains  over  gains, 
not  simply  recovery  figures.  And  we're 
up  293  pages  for  1976.  That's  a  20% 
gain  over  our  record-breaking  year  in 
1975,  and  the  largest  growth  rate  again 
in  our  field. 

Why?  Because  of  the  intensity  of 


our  readership.  And  its  quality. 

To  qualify  our  "quality,"  here  are  a 
few  excerpts  from  another  study  by  Don 
Bowdren  Associates  on  the  characteris- 
tics of  Forbes  subscribers.  One  out  of 
every  six  Forbes  subscribers  is  a  Board 
Chairman,  Director,  President  or  Chief 
Executive  Officer.  Average  household 
income  is  $52,700.  Average  stock  hold- 
ings are  $232,000.  Average  net  worth  is 
$553,600. 

And  one  out  of  every  thirteen 
Forbes  subscribers  is  a  millionaire. 

Upon  further  reflection,  all  of  this 
makes  one  point  unequivocally  certain. 
For  both  immediate  and  long-range  ob- 
jectives, your  advertising  in  Forbes  is 
clearly  a  capital  asset. 

FORBES:  CAPITALIST  TOOL 


The  $4,000,000 
corporate  dilemma 


TV  or  not  TV  isn't  the  question. 
And  magazines  and  only  magazines  isn't  the  answer. 


Are  the  targets  consumers? 
Employees?  Distributors?  Suppliers? 
Stockholders?  Competitors? 
Government  officials? 

Did  they  go  to  college?  Did  they 
graduate?  Are  they  professionals 
or  managers?  Are  their  household 
incomes  $20,000  plus?  Are  their 
homes  $40,000  or  more?  Are  their 
corporate  securities  $20,000  and  up? 

Of  even  greater  importance,  are 
the  targets  active  rather  than 
passive?  Do  they  play  a  role  in  local 
civic  issues?  Have  they  written 
either  an  elected  official  or  an  editor 
lately?  Have  they  written  a  book  or 
an  article?  Have  they  worked  for  a 
political  party  or  addressed  a 
public  meeting? 


The  people  who  can  answer  yes  to 
one  or  more  of  those  questions  add 
up  to  78.9  million  adults.  But  it  takes 
more  than  a  lopsided  television  plan 
to  reach  these  primary  targets. 

The  fact  is,  23.4  million  of  them  are 
big  on  television  and  not  so  big  on 
magazines.  And  33.4  million  of  them 
are  big  on  magazines  and  not  so  big 
on  television. 

The  big  watchers  are  the 
Television  Imperatives®.  The  big 
readers  are  the  Magazine 
Imperatives.  And  the  $4,000,000 
question  is:  How  many  of  them  do 
you  stand  to  reach  if  you  put  all  of 
your  money  on  television? 
The  answer  is,  not  enough. 
Take  the  average  month  based  on 


that  $4,000,000  annual  budget.  You': 
hit  most  of  the  23.4  million  Televisioi 
Imperatives  you  want.  But  you'll 
miss  most  of  the  33.4  million 
Magazine  Imperatives  you  want 

At  a  frequency  of  1  exposure, 
you'll  miss  18.7  million.  Which  is 
more  than  5  out  of  10.  At  2  or  more 
exposures,  you'll  miss  27.1  million. 
Which  is  more  than  8  out  of  10.  And 
at  4  or  more  exposures,  you'll  miss 
32.8  million.  Which  is  worse  than 
9  out  of  10. 

And  that  may  explain  why  some 
corporate  advertisers  can't  see 
themselves  on  television. 

Magazine  Publishers  Association.  Inc. 

575  Lexington  Avenue,  New  York,  N.Y.  10022 

Source:  W.  R.  Simmons 


The  Television  Imperatives 
represent  23.4  million  corporate  targets. 


The  Magazine  Imperatives 
represent  33.4  million  corporate  targets. 


Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  40.8% 


Total  Latest 


Shares 

Market 

12-Month 

Price  / 

Inrilrato*! 
inuicaieu 

Rank 

Company 

5-Year 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

76 

•75 

PrieA  Chan0A 

Price  Range 

/mi  II  Inn*  ■ 

/millinneii 

(minions/ 

Per  Share 

Ratio 

Dividend 

Yield 

78 

757 

Penn-Dixie  Inds 

^5.2% 

H3/8- 

3% 

43/4 

5.2 

$  24 

$-0.46 

def 

$0.24 

5.0% 

79 

699 

Commonwealth  Oil  Rfg 

-45.2 

17  - 

5 

7% 

15.0 

118 

-1.00 

def 

none 

0.0 

80 

731 

Beneficial  Corp 

-45.3 

55%- 

113/4 

243/4 

21.2 

524 

4.96 

5 

1.60 

6.5 

81 

795 

Carrier 

 IE  £ 

—13.0 

34%- 

6 

1  71/ 

l/% 

*4.3 

IIP 

415 

1.10 

16 

0.64 

3.7 

82 

784 

Fieldcrest  Mills 

-45.7 

36%- 

6% 

18% 

3.7 

69 

3.52 

5 

i  fin 

83 

806 

InHTel&Tel 

-45.8 

64%- 

12 

31% 

94.3 

2,983 

3.38 

9 

1.76 

5.6 

84 

681 

Allied  Products 

-45.9 

25%- 

9 

103/4 

1.8 

19 

0.40 

27 

none 

0.0 

85 

395 

GAF 

-46.2 

27  - 

6 

12% 

13.3 

166 

1.51 

8 

0.60 

4.8 

86 

794 

Interstate  United 

-46.4 

11%- 

2% 

4% 

2.9 

13 

0.28 

17 

0.24 

5.2 

87 

629 

GATX 

-46.5 

65  - 

22% 

283/4 

11.9 

343 

2.61 

11 

1.80 

6.3 

88 

684 

Sybron 

-46.6 

39%- 

10% 

i8y2 

10.3 

191 

1.98 

9 

0.84 

4.5 

89 

317 

Quaker  State  Oil 

-46.8 

45%- 

13% 

16 

17.6 

281 

1.41 

11 

0.78 

4.9 

90 

881 

Evans  Products 

-47.0 

27%- 

2 

12% 

16.6 

214 

1.49 

9 

0.40 

3.1 

91 

747 

Bergen  Brunswig 

-47.0 

17%- 

1% 

5 

2.8 

14 

0.40 

13 

none 

0.0 

92 

398 

Ceco 

-47.1 

37  - 

10% 

15% 

3.2 

51 

1.44 

11 

1.15 

7.2 

33 

597 

Louisiana  Land 

-47.2 

57%- 

163/4 

27 

36.2 

979 

2.57 

11 

1.20 

4.4 

94 

666 

FWWoolworth 

-47.4 

47%- 

8 

233/4 

29.0 

689 

3.65 

7 

1.20 

5.1 

35 

870 

H  F  Ahmanson 

-47.5* 

33%- 

5% 

16 

22.8 

364 

2.59 

6 

0.22 

1.4 

36 

824 

Fuqua  Industries 

-48.6 

26%- 

2% 

11 

8.6 

94 

-0.96 

def 

0.32 

2.9 

37 

733 

Idle  Wild  Foods 

-48.8 

20%- 

4 

10% 

1.1 

12 

3.39 

3 

0.32 

3.0 

38 

835 

Control  Data 

-494) 

79%- 

9% 

23% 

16.8 

390 

2.55 

9 

none 

0.0 

39 

U|.|l           |~  iJ_I|__    f  _AI 

Walter  E  Heller  Intl 

-49.1tt 

45  - 

17 

203/8 

11.3 

231 

2.57 

8 

0.92 

4.5 

30 

707 

Jewel  Companies 

-49.4 

43  V«- 

16V? 

e~L  /4 

11.5 

244 

2.72 

g 

1.30 

6.1 

31 

729 

Seaboard  Coast  Line 

-49.7 

17% 

29 

14.6 

422 

5.75 

5 

2.00 

6.9 

32 

741 

United  Refining 

—50.0 

273/«- 
/8 

5 

XV  /4 

1.8 

20 

1.28 

8 

0.56 

5.2 

33 

450 

Tiger  International 

-50.6 

42  - 

ey4 

11% 

12.4 

145 

1.58 

7 

0.40 

3.4 

34 

797 

National  Svc  Inds 

-50.7 

34  - 

5% 

13% 

13.8 

189 

1.80 

8 

0.78 

5.7 

35 

TIC 

715 

IU  International 

—50.7 

28%- 

8y4 

10% 

28.7 

305 

1.11 

10 

0.90 

8.5 

36 

538 

Sterling  Drug 

-51.4 

38%- 

/  C 

15V4 

15% 

59.3 

926 

1.41 

11 

0.70 

4.5 

)7 

312 

Outboard  Marine 

-51.5 

60%- 

to 

10 

22% 

8.3 

189 

3.28 

7 

1.40 

6.2 

)8 

728 

Miles  Laboratories 

-51.5 

69%- 

13% 

22% 

5.4 

119 

2.83 

8 

1.28 

5.8 

)9 

753 

Avon  Products 

-51.6 

140  - 

18% 

48% 

58.0 

2,822 

2.74 

18 

2.00 

4.1 

.0 

641 

Fleetwood  Enterprises 

-51.7 

49%- 

3% 

17% 

11.4 

199 

1.06 

17 

0.40 

2.3 

n 

846 

Tf  Hn.6 

—3  JU/ 

'3/4 

1  1 
11 

0.0 

1  qc 

0. 01 

ID 

1 .  uo 

3.1 

2 

431 

Monfort  of  Colorado 

-52.1 

12%- 

3 

4% 

5.0 

21 

-0.72 

def 

none 

0.0 

3 

809 

Servomation 

-524 

34%- 

sy4 

16% 

4.1 

66 

2.45 

7 

0.90 

5.5 

4 

893 

Borman's 

-52.4 

10%- 

1% 

33/4 

2.9 

11 

0.81 

5 

none 

0.0 

5 

591 

Triangle  Industries 

-52.6 

20  - 

73/4 

8% 

2.0 

16 

-2.09 

def 

none 

0.0 

6 

698 

Xerox 

-52.6 

171%- 

46% 

59% 

79.6 

4,724 

4.49 

13 

1.20 

2.0 

7 

876 

Ampex 

-52.8 

15%- 

2 

6% 

10.9 

69 

0.63 

10 

none 

0.0 

8 

831 

Chicago  Milwaukee 

-52.8 

14  - 

4 

6% 

2.5 

15 

-2.42 

def 

none 

0.0 

9 

475 

Ward  Foods 

-52.9 

14  - 

33/4 

5% 

3.8 

21 

-0.78 

def 

none 

0.0 

0 

801 

Armstrong  Rubber 

-53.1 

45  - 

10% 

19 

1.7 

32 

4.50 

4 

1.00 

5.3 

1 

751 

Allied  Supermarkets 

-53.2 

8%- 

1% 

23/4 

5.2 

14 

-2.04 

def 

none 

0.0 

2 

387 

G  D  Searle 

-53.2 

403/4- 

103/4 

11% 

52.6 

604 

1.42 

8 

0.52 

4.5 

3 

722 

Chase  Manhattan  Corp 

-53.6 

663/4. 

24% 

26% 

32.1 

862 

3.07 

9 

2.20 

8.2 

4 

669 

ARA  Services 

-53.6 

124%- 

30% 

48% 

9.3 

447 

3.69 

13 

1.20 

2.5 

5 

211 

Charter  Company 

-54.2 

9  - 

2% 

3% 

17.6 

55 

0.10 

31 

0.08 

2.6 

6 

e* 

Royal  Crown  Cola 

-54.3 

471/4- 

6% 

16% 

8.1 

130 

1.96 

8 

0.80 

5.0 

7 

689 

BanCal  Tri-State 

-54.6 

30  - 

10% 

13% 

3.5 

47 

0.30 

45 

0.60 

4.4 

8 

645 

Gray  Drug  Stores 

-54.7 

4iy4- 

5 

17 

1.7 

28 

3.34 

5 

0.80 

4.7 

3 

357 

Champion  Home 

-54.7 

26  - 

1% 

3% 

35.0 

136 

-0.05 

def 

none 

0.0 

0 

664 

Clorox 

-55.2 

53  - 

5% 

13% 

22.4 

299 

1.28 

10 

0.52 

3.9 

3 

724 

Comsat 

-55.2 

75%- 

223/4 

28% 

10.0 

289 

3.95 

7 

1.00 

3.5 

2 

524 

Jos  Schlitz  Brewing 

-56.0 

68%- 

133/4 

16 

29.1 

465 

1.90 

8 

0.68 

4.3 

3 

837 

Uniroyal 

-56.2 

I93/4- 

5% 

8 

26.6 

212 

0.01 

0.50 

6.3 

t 

746 

Mohasco 

-56.2 

48%- 

8% 

18% 

6.6 

121 

2.37 

8 

0.90 

4.9 

5 

836 

Combined  Insurance 

-56.3 

25%- 

5% 

13% 

26.5 

348 

2.06 

6 

0.80 

6.1 

5 

* 

Sav-On-Drugs 

-56.3 

22  - 

2% 

6% 

7.3 

45 

0.85 

7 

0.20 

3.3 

7 

815 

Amer  Re-Insurance 

-56.8 

62%- 

10 

193/4 

5.5 

108 

2.03 

10 

0.60 

3.0 

3 

401 

Anheuser-Busch 

-57.4 

69%- 

21 

233/4 

45.1 

1,070 

1.54 

15 

0.68 

2.9 

3 

830 

M  Lowenstein  &  Sens 

-57.5 

353/4- 

8% 

13% 

3.3 

45 

0.61 

22 

0.60 

4.4 

t  ranked  last  year.       $  Four-year  price  change.      t%  Three-year  price  change.      def  Deficit. 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  40.8*5 


Total 


Latest 


Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

Company 

5-Year 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annuel 

CurrM 

'76 

'75 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

840 

765 

NCNB 

-57.7% 

42%- 

6% 

10% 

16.9 

$  173 

$  1.05 

10 

$0.52 

5.1" 

841 

867 

CluetL  Peabodv 

-57.9 

24%- 

2% 

9% 

8.8 

84 

1.70 

6 

0.40 

4.2 

842 

780 

Polaroid 

-58.2 

149 'A- 

14V« 

A  ~  /8 

37% 

32.9 

1,224 

2.21 

17 

0.50 

1.3 

843 

868 

Fibreboard 

-58.3 

28%- 

LO  /8 

7  V, 

*  /4 

10 

3.3 

33 

-0.34 

def 

none 

0.0 

R44 

777 

Magic  Chef 

-58.5 

29  V»- 

2V, 

8% 

7.6 

67 

1.04 

8 

0.32 

3.7 

844 

884 

Victor  Comptometer 

-58.5 

24%- 

3% 

6% 

5.4 

36 

-0.18 

def 

0.20 

3.0 

846 

818 

Western  Union 

-58.6 

69%- 

8% 

18% 

14.0 

253 

1.88 

10 

1.40 

7.7 

847 

703 

Akzona 

-58.6 

35  V-.- 

83A 

137/8 

12.4 

173 

1.30 

11 

1.20 

8.6 

848 

860 

Hart  Schaff  &Marx 

-58.6 

/2 

4% 

~  /8 

12 

8.6 

103 

1.41 

9 

0.72 

6.0 

849 

* 

Pickwick  Intl 

-58.6 

49  V>- 

5% 

17 

4.4 

75 

2.12 

8 

0.32 

1.9 

850 

523 

Congoleum 

-58.7 

46%- 

3% 

13% 

7.7 

104 

-0.47 

def 

0.50 

3.7 

851 

789 

Keilwood 

-58.8 

36%- 

6% 

13% 

3.4 

45 

2.53 

5 

0.80 

5.9 

852 

730 

Phillips-Van  Heusen 

-58.9 

26V>- 

33A 

/4 

97/8 

3.7 

36 

1.34 

7 

0.60 

6.1 

853 

754 

Saga  Corp 

-59.0 

37 

11% 

4.4 

51 

1.57 

7 

0.28 

2.4 

854 

767 

Amfac 

-59.3 

39 3/- 

J3  /4 

±\j  /4 

14% 

11.2 

160 

1.95 

7 

1.00 

7.0 

855 

619 

National  Airlines 

-60.1 

51  - 

6% 

127/8 

8.6 

110 

0.25 

52 

0.50 

3.9 

856 

659 

Brunswick 

-60.3 

55  y8- 

7% 

14% 

18.8 

277 

1.96 

8 

0.50 

3.4 

OCT 

00/ 

American  Medicorp 

-60.6 

26%- 

1V4 

*  /** 

77/s 

9.0 

71 

1.60 

5 

0.10 

1.3 

858 

887 

investors  Div  Svcs 

-61.1 

48V>- 

73A 

'  /4 

16 

4.6 

73 

3.46 

5 

0.80 

5.0 

859 

572 

AMF 

-61.1 

67^- 

9 

18% 

18.8 

352 

2.01 

9 

1.24 

6.6 

860 

855 

Citizens  &  Southern 

-61.3 

26%- 

4% 

7 

28.8 

202 

0.54 

13 

0.52 

7.4 

861 

739 

United  Merch  &  Mfrs 

-61.3 

30%- 

1  A  7/ 

11% 

5.9 

66 

-5.22 

def 

0.40 

3.6 

obZ 

Q77 
0/ / 

Eastern  Air  Lines 

-61.3 

31%- 

3V« 

^  /a 

8% 

19.0 

167 

0.13 

67 

none 

0.0 

863 

759 

First  Penna  Corp 

-613 

523A- 

•JL 

12 

14% 

13.1 

187 

0.36 

40 

1.32 

9.3 

864 

823 

Rose's  Stores 

-61.5 

48  V.- 

3Va 
J  /8 

12% 

2.4 

31 

1.92 

7 

0.48 

3.8 

865 

871 

Di  Siorgio 

-62.0 

17%- 

3 

5% 

5.7 

33 

0.75 

8 

0.20 

3.5 

866 

913 

F  &  M  Schaefer 

-62.1 

21%- 

2 

6% 

1.9 

12 

-16.63 

def 

none 

0.0 

00/ 

R1  0 

OIL 

Allegheny  Airlines 

-62.2 

25  Vd- 

3Vi 

J  /4 

5% 

6.0 

32 

0.37 

14 

none 

0.0 

868 

829 

Centex 

-62.2 

/4 

4 

12% 

14.4 

179 

1.06 

12 

0.12 

1.0 

869 

588 

Lane  Bryant 

-62.2 

33%- 

JJ  /8 

7% 

'  /8 

12 

4.7 

57 

1.78 

7 

0.80 

6.7 

870 

675 

Collins  &  Aikman 

-62.5 

32%- 

3% 

11% 

12.5 

143 

1.85 

6 

0.64 

871 

787 

Ryder  System 

-62.5 

46%- 

3 

13 

13.2 

171 

1.66 

8 

0.20 

1.51 

879 

OIL 

9.  £3 
O  JO 

Nashua 

-63.1 

61%- 
01  it 

9 

17% 

4.6 

82 

1.47 

12 

0.68 

3.8 

873 

779 

Questor 

-63.2 

Li  /2 

2% 

/8 

5% 

9.5 

52 

0.65 

8 

0.05 

0.9 

874 

873 

Frederick  &  Herrud 

-63.4 

21V,- 

Ll  /J 

2 

4% 

2.5 

12 

1.12 

4 

0.24 

5.2 

875 

839 

Goidblatt  Brothers 

-63.4 

14%- 

2% 

3% 

3.0 

11 

0.39 

10 

0.28 

7.5 

876 

842 

Manhattan  Industries 

-63.6 

21%- 

1% 

7 

2.4 

17 

1.70 

4 

0.20 

2.9 

R77 

Southeast  Banking 

-64.4 

37V4- 

8% 

9% 

11.2 

105 

1.03 

9 

0.40 

4.3 

878 

822 

Westjnghouse  Elec 

-64.6 

54%- 

8 

16% 

87.5 

1,422 

2.45 

7 

0.97 

6.0 

879 

834 

Continental  Airlines 

-64.9 

25%- 

"  /8 

2% 

6% 

14.3 

97 

0.53 

13 

none 

0.0 

880 

875 

Foodarama  Supermkts 

-64.9 

12%- 

2 

4V« 

1.4 

6 

1.08 

4 

0.30 

7.3 

881 

808 

Skyline 

-65.4 

74 

9% 

18% 

11.2 

209 

0.80 

23 

0.32 

1.7 

RR? 
Out 

71Q 

Hoover  Co 

-65.7 

•ti  /2 

8% 

o  /8 

10 

13.2 

132 

0.46 

22 

0.76 

7.6 

883 

688 

Scot  Lad  Foods 

-66.1 

18V- 
10  /4- 

O  /8 

5% 

4.1 

22 

0.27 

20 

0.36 

67 

884 

814 

Honeywell 

-66.6 

1703/- 
i/u  /4 

17  V, 

11/2 

44% 

20.7 

921 

4.86 

9 

1.60 

3.6 

885 

892 

Philips  Industries 

-67.2 

27  - 

1% 

7V» 

'  /8 

6.0 

42 

0.40 

18 

none 

0.0 

886 

676 

Zale 

-67.4 

43%- 

8% 

13% 

12.7 

173 

2.33 

6 

0.88 

6.5 

887 

883 

Sperry  &  Hutchinson 

-67.7 

52  - 

6% 

15Vn 

8.9 

134 

2.14 

7 

1.00 

6.6 

RRR 

714 

Bell  &  Howell 

-67.7 

'  378 

RV. 
074 

5.7 

105 

-1.46 

def 

0.84 

4.5 

889 

721 

Warnaco 

-68.0 

L  J 

5  V, 

6% 

3.7 

23 

-2.93 

def 

none 

0.0 

890 

803 

Pabst  Brewing 

-68.3 

101%- 

11 

24 

8.6 

205 

3.65 

7 

1.12 

891 

237 

Bauscb  &  Lomb 

-68.4 

97%- 

17% 

28 

5.8 

162 

3.09 

9 

1.00 

3.6 

892 

840 

American  Airlines 

-68.4 

497/8- 

47/8 

127A 

28.6 

368 

1.87 

7 

none 

0.0 

893 

Hyatt 

-68.5 

337/8- 

1% 

6Vj 

u  /4 

8.3 

52 

-0.30 

def 

none 

0.0 

894 

878 

Food  Fair 

-68.8 

167/8- 

3% 

4% 

"  /8 

7.4 

36 

0.51 

10 

0.20 

4.1 

895 

,615 

Fingerhut 

-68.8 

28  - 

1 

4% 

6.6 

32 

0.93 

5 

none 

0.0 

896 

821 

Supermarkets  General 

-69.1 

21%- 

2% 

6% 

8.4 

55 

1.07 

6 

0.24 

3.71 

897 

888 

Republic  Natl  Life 

-692 

19%- 

2 

4% 

9.4 

42 

NA 

none 

O.Oi 

898 

859 

Marine  Midland  Banks 

-69.4 

36%- 

8% 

10 

12.5 

125 

-0.29 

def 

0.80 

899 

Amer  Medical  Intl 

-69.6 

497/8- 

2% 

10% 

6.0 

64 

1.45 

7 

0.24 

2'3 

900 

863 

Tappan 

-69.9 

41  - 

3% 

9 

3.1 

27 

1.04 

9 

0.20 

2.2 

901 

879 

U  S  Home 

-70.2 

37  - 

2 

8 

9.6 

76 

0.72 

11 

0.16 

u 

Not  ranked  last  year. 


def  Deficit. 


NA  Not  available. 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  index:  40.8% 


Total  Latest 


Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

Company 

5- Year 

1972-76 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'D 

•7*; 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

102 

799 

ran  run  rturiu  hit  ways 

_7fl  to/ 

173/4- 

1% 

Al/ 

AO  "i 

<t  10ft 
»      1  all 

t  1  nA 

1.U4 

uer 

none 

ft  no/ 
U.U% 

103 

864 

Iflfrvftnh  LA  i  ■  Its  rra>4  n  k 

Hugrapn  muiiigrapn 

7ft  A 
— /v.O 

49%- 

3 

iuy8 

Q  ft 
O.U 

91 
01 

ft  7Q 
U./O 

1 3 
10 

^n  in 

1  ft 
l.U 

104 

897 

u  5  inousuies 

— /U.if 

LI  /8 

2 

C3/ 

31  R 
31.0 

91 A 
'11 

ft  7/1 
U./H 

Q 

3 

n  An 

r;  0 
0.3 

OS 

I U  J 

* 

Circle  K 

-70.9 

40 

4% 

*  /8 

9% 

4.8 

45 

1.24 

7 

0.60 

6.5 

'06 

854 

Alexander's 

-71.1 

223/. 

2 

6% 

4.5 

30 

1.05 

6 

0.30 

4.6 

107 

911 

RnnLpr.Ramn 

—71  7 

— /  I.e. 

42  - 

3% 

71/ 

'74 

R  R 

A1 
Hi 

1  QQ 
—  1.03 

Oc! 

none 

n  n 

u.u 

08 

900 

Chnn  Dita  •Paaa'c 

onup  niic  ruuus 

_71  A 
— /X.*r 

14%- 

2 

91/ 

n  q 

i. 

ft  no 
— U.U3 

oei 

none 

n  n 
u.u 

109 

810 

Uartfialrfl  7nrluc 

nanTlciu-£t)uyS 

 71  7 

— #1./ 

173/„- 
*'  /8 

/8 

J. 3 

IC 

lb 

ft  71 
U./ 1 

c 
b 

none 

ft  ri 
u.u 

10 

851 

Rohr  Industries 

-7L8 

24  %- 

4 

4% 

4.1 

19 

-12.72 

def 

none 

0.0 

11 

896 

Amer  Beef  Packers 

-71.9 

3  /2 

/4 

2 

1.9 

4 

NA 

none 

0.0 

12 

755 

liana  ffffviiu  nil  lines 

—7?  a 

595/s- 

4% 

113/ 
11  78 

n  7 

1  RR 
130 

ft  /IC 
U.40 

co 

none 

n  n 
u.u 

(13 

702 
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Frank  B.  Hall 

knows  a 
sympathetic 

An  insurance  broker 
has  to  understand 
the  placement  market— 
worldwide. 

Many  companies  today 
simply  are  unable  to  obtain  the 
insurance  they  need. 

Despite  the  present  market 
disarray,  Hall  continues  to  be  able 
to  place  the  most  complex  and 
difficult  coverages.  Our  long  and 
intimate  knowledge  of  underwrit- 
ers and  world  insurance  markets 
has  never  been  more  essential. 

It  can  make  the  difference 
between  obtaining  proper  insur- 
ance, at  the  lowest  effective  cost, 
and  getting  none  at  all. 

We've  become  one  of  the 
world's  leading  insurance  organi- 
zations because  of  our  knowledge 
of,  and  ability  to  negotiate  with, 


When  you  need  a  better  solution. 


underwriters  worldwide.  Perhaps 
we  can  help  your  company. 

Offices  in  61  major  cities  here 
and  abroad. 


For  information,  call  or  write: 
Richard  A.  Archer,  Chairman, 
Frank  B.  Hall  &  Co.,  Inc., 
549  Pleasantville  Rd.,  Briarcliff 
Manor.  N.Y.  10510.  (914)769-9200. 


Forbes 


Money  And  Investments 


The  Economy 


Look  Before  You  Leap— To  Conclusions 


[any  faces  will  turn  red  this  winter.  Not  just  because  of 
le  cold  weather,  but  because  of  highly  inaccurate  fore- 
ists.  We  refer  to  those  who  tout  the  current  trend  of 
usiness  loans  as  evidence  that  the  economy  is  picking  up 
>eed  and  that  interest  rates  may  be  about  to  firm  up. 

It  is  true  that  commercial  and  industrial  loans  on  the 
aoks  of  banks  inside  and  outside  New  York  City  have  been 
sing.  Jumping  at  this  fact,  some  of  the  pundits  say  that 

presages  a  broad  improvement  in  loan  demand  for  the 
itire  country.  Their  argument  is  that  the  smaller  borrow- 
:s  who  use  local  banks  usually  need  bank  credit  before 
le  giant  corporations  do,  and  such  an  increase  in  their 
arrowing  usually  forecasts  a  widespread  acceleration  of 
usiness  activity  everywhere. 

Business  loans  at  all  reporting  banks  jumped  more  than 
3  billion  during  October  and  November  following  a  gain 

$1.2  billion  in  September.  This  was  considerably  better 
lan  the  performance  of  New  York  City  banks  alone,  which 
>se  $1.8  billion  in  October-November  after  moving  up 
ily  $250  million  in  September. 

But  don't  be  misled  by  these  figures.  Don't  just  look  at 
le  aggregate  data,  but  at  the  loan  components  as  well. 

Examination  of  the  parts  shows  that— far  from  being 
iiuse  for  rejoicing— there  is  reason  to  be  concerned  about 
le  trend  of  business  loans.  The  increases  have  taken  place 
r  all  the  wrong  reasons.  Banks  are  not  being  called  on 

finance  a  solid  economic  expansion  starting  with  the 
liall  lumberyard  and  the  small  manufacturer.  Instead, 
te  growth  in  bank  credit  extension  is  a  reflection  of  rath- 
[  unusual  demands  that  do  not  reflect  on  the  overall 
pnomic  situation.  These  unusual  credit  needs  will  be  in 
verse  during  the  early  part  of  1977.  The  consequence 


is  that  loans  reported  by  banks  will  be  shrinking  rapidly. 
The  analysts  who  are  now  so  optimistic  will  be  forced  to 
reexamine  their  position. 

What  is  happening  is  that  three  items  account  for  all 
of  the  increases  in  bank  credit,  and  none  of  these  items  is 
likely  to  be  long-lasting.  One  item  is  bankers'  acceptances. 
These  are  money  market  investments,  tallied  as  loans,  that 
some  banks  have  been  stockpiling;  they  run  off  early  in 
the  year.  A  second  item  is  the  seasonal  borrowings  asso- 
ciated with  Christmas  inventories,  which  will  soon  be  run- 
ning down.  And  finally  there  is  financing  of  speculative 
holdings  of  commodities,  especially  oil.  There  is  reason 
to  believe  that  much  of  the  oil  speculation  is  against  a 
price  increase  led  by  the  Organization  of  Petroleum  Ex- 
porting Countries;  those  loans,  too,  may  soon  be  repaid. 

The  biggest  of  the  three  items  is  expanded  investment 
in  bankers'  acceptances.  For  New  York  banks,  during  Oc- 
tober and  November,  those  instruments  grew  $1.6  billion, 
or  around  89%  of  the  total  business  loan  expansion  of 
$1.8  billion.  Take  into  account  an  increase  of  $432  million 
in  the  two  other  categories,  and  it  becomes  clear  that 
loans  to  durable-goods  and  nondurable-goods  producers 
were  actually  running  down  late  in  1976. 

Outside  of  New  York,  almost  the  same  story  holds. 
There  is  somewhat  less  use  of  acceptances,  the  total  rising 
$600  million  out  of  $1.5  billion  total  gain  in  two  months. 
But  the  other  two  items  rose  by  $700  million,  bringing 
the  total  for  the  odd  groups  to  $1.3  billion. 

The  analysts  who  insist  on  referring  to  the  so-called 
steady  climb  in  short-term  business  credit  as  an  early  in- 
dicator of  a  much  stronger  expansion  soon  are  likely  to  be 
quite  surprised  when  the  special  loans  are  repaid.  ■ 


I     1965     I    1966     I     1967     |     1968     I     1969     |     1970     I     1971     I     1972     I     1973     I     1974     I     1975     I     1976  j 

I  I  I  1  I  I  I  I  t  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  i  I  I  I  I  f  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1  M  I  4-  +  500  Federal  Reserve  credit  policy, 


as  reflected  in  the  relative 
availability  of  bank  reserves,  is 
a  major  force  behind  stock 
o  market  rises  and  falls.  Irwin  L. 
Kellner,  economist  and  vice 
president  of  Manufacturers 
Hanover  Trust  Co.,  uses  this  to 
-500  forecast  share  price  trends. 

It  works  like  this:  When  the 
banking  system  as  a  whole  gets 
more  reserves  from  the  Fed- 
-1000  eral  Reserve,  the  stock  market 
is  heading  for  a  rise  within 
three  months.  Since  reserves 
are  a  leading  indicator,  the 
-1500  reserve  curve  is  shown  on  the 
chart  three  months  ahead  of 
actual  timing. 

The  Dow  Jones  industrials 
-2000  followed  the  reserve  curve  to  a 
high  of  1015  last  September 
before  election,  oil  and 
economic  uncertainties  pulled 
-  2500  the  rate  back.  As  these  con- 
cerns fade,  the  stock  market 
should  return  to  the  1000-to- 
1500  zone  this  winter,  Kellner 
-3ooo  believes. 
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Money  And  investments 


The  Bond  &  Capital  Markets 


A  Wait-And-See  Strategy 


By  Ben  Weberman 


I  he  forthcoming  inauguration  of  a 
President  whose  economic  program  is 
yet  to  be  worked  out  raises  a  question 
about  investment  policy  during  this 
period  of  uncertainty.  Is  it  best  to  con- 
centrate fixed-income  investments  on 
short  maturities?  Or  should  current, 
generous  rates  of  return  on  long-term 
securities  be  pinned  down  for  yield  as 
long  as  possible? 

Readers  of  this  column  know  that 
I  expect  a  continuing  decline  in  inter- 
est rates— my  position  on  this  was  con- 
sistent all  last  year.  The  normal  invest- 
ment conclusion  to  draw  from  such  an 
expectation  would  be  to  advise  pur- 
chase of  the  longest  term  bonds.  At 
this  time,  however,  I  am  tempering 
this  advice.  With  the  change  in  ad- 
ministrations, it  might  be  wiser  to 
buy  medium-term  rather  than  long- 
term  bonds  in  order  to  minimize  the 
risk  of  a  new  explosion  in  interest  rates. 

The  problem  is  this:  One  can't  pre- 
dict the  future  course  of  inflation, 
monetary  policy  and  bond  yields— all 
closely  interconnected— unless  one 
knows  the  degree  of  stimulation  given 
to  the  economy  through  tax  breaks 
and  new  programs.  That  depends 
heavily  on  what  Carter  does  or  doesn't 
do.  At  the  moment  Carter  remains 
something  of  an  unknown  quantity. 

Reduces  Risk 

Until  the  air  is  cleared,  it  is  not 
very  expensive  to  place  funds  in  in- 
termediate-term issues.  By  "expen- 
sive," I  am  referring  to  the  cost  in- 
volved in  buying  a  four-to-ten-year 
security  yielding  6)2%  to  TA%  instead 
of  a  20-to-30-year  bond  yielding  7.4% 
to  8%%.  Shortening  of  maturity  re- 
duces market  risk  since  repayment  at 
par  comes  much  sooner  without  much 
sacrifice  of  yield. 


"With  the  change  in  administrations,  it  might  be 

wiser  to  buy  medium-term  rather  than  long-term  bonds. . .  A 


Because  the  yield  curve  rises  steep- 
ly from  very  short-term  maturities  to 
the  intermediate-term  maturities,  1 
would  not  recommend  keeping  funds 
in  very  short-term  liquid  form— that 
kind  of  insurance  would  simply  be  too 
expensive.  Money  market  instruments, 
such  as  Treasury  bills,  bankers  ac- 
ceptances and  commercial  paper,  in 
mid-December  were  yielding  a  mere 
4/2%  for  three-month  maturities  to 
5M%  for  two-year  issues,  substantial- 
ly less  than  the  6/2%  available,  for  ex- 
ample, on  Citicorp  and  Chase  Man- 
hattan Co.  four-  and  five-year  large, 
negotiable  deposits,  or  6/»%  on  Stan- 
dard Oil  Co.  of  Ohio  notes  due  in 
two  years. 

In  the  medium-term  range,  indi- 
viduals can  still  get  a  good  rate  of  re- 
turn on  commercial  bank  and  thrift  in- 
stitution savings  accounts.  About  half 
of  the  institutions  have  eliminated  the 
longer,  higher-rate-of-return  savings 
certificates,  such  as  the  six-year  or 
longer  7/2%  return,  and  others  have 
trimmed  the  interest  they  pay  on  new 
deposits  into  one-year-to-six-year  ac- 
counts. Overall,  nevertheless,  savings 
account  rates  are  still  high  in  com- 
parison to  other  forms  of  investment. 
One  typical  account  of  the  Union 
Dime  Savings  Bank  of  New  York 
brings  6%  on  a  one-year  deposit,  6/2% 
on  two  years,  7%  on  four  years  and 
7)i%  on  six  years.  Shopping  around 
could  bring  ceiling  rates  of  return 
such  as  6J2%  for  one  year,  6%%  for 
two  and  a  half  years,  7%%  for  four 
years  and  7%%  for  six  years  or  longer. 
(One  very  important  caveat  about  the 
time  savings  certificates:  If  you  have 
to  tum  the  certificate  back  in  before 
maturity,  the  regulations  require  that 
the  interest  rate  be  cut  retroactively 
to  5&%  for  savings  institutions  and  5% 
for  commercial  bank  deposits.) 

Not  everyone  believes  that  interest 
rates  will  decline.  Donald  S.  Howard, 
Citibank  senior  vice  president-finance, 
said  that  sale  of  $225  million,  four- 


I 

til;, 


year,  6)2%  CDs  through  Morgan  Stan- 
ley &  Co.  shows  that  Citibank  thinks 
the  rate  will  average  at  least  at  that 
level  during  the  period.  "I  believe  it 
will  go  down  and  then  rise,"  he  added. 
Chase  Manhattan,  following  the  same 
logic,  used  Salomon  Brothers  to  mar- 
ket $200  million  of  a  five-year,  6%% 
CD.  Both  investments  are  open  only 
to  big  depositors  because  the  Federal 
Reserve  requires  a  minimum  deposit 
of  $100,000  on  this  type  of  account. 

For  the  big  investor  who  is  conl 
vinced  beyond  doubt  that  interest 
rates  will  go  way  up  again,  Citibank 
has  a  variable  rate  CD;  its  interest 
goes  up  and  down  with  the  going  CD 
rate.  If  the  rate  were  to  go  back  to 
the  12%  of  a  couple  of  years  ago,  the 
rates  on  these  variables  would  follow 
them  up;  the  rate  on  these  CDs  is  es 
tablished  at  one-half  of  1%  under  the  d 
bank's  quoted  90-day  CD  rate. 

At  mid-December,  these  variable 
CDs  were  paying  a  meager  4.84%.  ™ 
They  didn't  have  many  takers,  Ci 
bank  admits. 


Don't  Rush  Into  A  Mortgage 


By  the  way,  if  you  are  buying  or 
considering  buying  a  home,  don't  be 
in  a  hurry  to  arrange  a  mortgage. 
True,  mortgage  rates  have  been  sticky 
—that  is,  they  haven't  come  down 
the  way  bond  yields  have— but  they 
show  signs  of  becoming  unstuck. 
Banks  and  savings  institutions  were; 
charging  9/2%  at  the  peak  of  the  mon- 
ey squeeze,  and  they  still  are  trying  to 
get  8%%.  However,  if  you  shop  around 
you  can  sometimes  get  mortgage  mon- 
ey at  8)2%  or  even  8%%.  If  you  can 
wait,  you  should  do  even  better.  With 
bond  yields  dropping,  lenders  will  be- 
come more  aggressive  in  seeking  mort- 
gages. We're  fast  getting  into  a  bor- 
rower's market— after  several  years  of 
lenders'  markets— and  you  might  as 
well  take  advantage  of  it.  ■ 


Kr 


208 


FORBES,  JANUARY  1,  1977 


Bppi 

exas 
fan 
Stat 
hi 
ncoin 
Our 

i\ 

T 


Be  1 


77  %: 


VtoneyAnd  Investments 


Stock  Comments 


Tower  Of  Strength 


By  Heinz  H  Biel 


. .  bears  on  America  write  books  ...  on  how  to  get 
your  money  out  of  the  country.  Where  to?  Switz- 
erland? Germany?  . . .  Then  why  are  the  Germans  and 
other  Europeans  so  eager  to  buy . . .  U.S.  securities?" 


I  cannot  think  of  a  more  appropriate 
ime  and  place  to  do  a  bit  of  flag  wav- 
ng  than  this  issue  of  Forbes,  which 
>  the  Annual  Report  on  the  nation's 
ndustry,  highlighting  its  accomplish- 
nents,  but  not  overlooking  its  short- 
omings.  Because  we  live  here,  we  can 
be  at  close  range  all  the  things  that 
(re  wrong,  and  the  media,  especially 
elevision,  seem  to  go  out  of  their  way 
b  emphasize  the  negative.  No  wonder 
p  many  have  come  to  think  that  the 
p-ass  is  much  greener  on  the  neigh- 
bor's side.  It  isn't. 

I  Yes,  the  dollar  is  not  what  it  used 
p  be.  Inflation  has  done  incredible 
lamage;  but  not  only  here,  every- 
where. It  is  true  that  two  important 
prrencies,  the  West  German  mark 
pd  the  Swiss  franc,  have  appreciated 
bainst  the  dollar,  and  that  inflation 
fc  these  two  countries  has  been  less 
nan  here.  But  look  at  the  rest  of  Eu- 
j»pe,  at  Canada,  Mexico,  Australia 
id  New  Zealand,  not  to  mention 
|)uth  America.  Would  you  rather 
•ive  your  money  in  those  countries? 

lot  Perfect,  But. . . 

Some  vociferous  bears  on  America 
(rite  books  and  hold  "seminars"  on 
i|>w  to  get  your  money  out  of  the 
l>untry.  Where  to?  Switzerland?  Ger- 
many? And  all  into  unproductive 
pld?  Then  why  are  the  Germans 
lij  d  other  Europeans  so  eager  to  buy 
Mates  in  Virginia,  farmland  in  Iowa, 
i  opping  centers  or  office  buildings  in 
i;xas  and,  of  course,  U.S.  securities? 
■cause  they  believe  that  their  in- 
ristments  are  more  secure  here  than 
I  Europe,  where  the  Iron  Curtain  is 
Uncomfortably  close. 

i  Our  unemployment  is  bad,  consid- 
"jibly  worse,  it  seems,  than  in  some 
|per  industrialized  countries.  Well, 

W.  Biel  is  a  senior  vice  president  of  the 
WSE  firm  of  Hoppin,  Watson  Inc. 


Germany,  for  instance,  gives  its  Gast- 
arbeiter  (guest  workers)  some  sev- 
erance pay  and  sends  them  home— to 
Turkey,  Yugoslavia,  Italy,  Spain  or 
Portugal.  By  contrast,  we  ignore  the 
presence  of  millions  of  illegal  aliens, 
and  I  don't  know  whether  we  do  that 
out  of  the  kindness  of  our  hearts  or 
whether  it's  mere  stupidity. 

Watergate  was  an  ugly  affair.  What 
astonished  me  was  that  so  many  peo- 
ple were  surprised  that  such  things 
can  happen  here.  Such  naivete!  Dirty 
politics  and  scandals  are  nothing  new 
or  even  rare— here  as  well  as  abroad. 
Just  look  around.  Willy  Brandt,  the 
former  West  German  chancellor,  re- 
signed when  an  East  German  spy  was 
discovered  on  his  staff.  A  Japanese 
prime  minister  went  to  jail  for  tak- 
ing bribes  from  Lockheed.  Even  Switz- 
erland, where  you  would  least  expect 
it,  had  a  beaut  of  a  scandal:  A  high- 
ranking  air  force  general  had  been 
spying  for  the  Russians  for  years. 

We  all  know  that  many  things  are 
far  from  perfect  in  this  country,  and 
we  try  to  do  something  about  it.  If  you 
think  the  air  is  bad  in  New  York  or 
Pittsburgh,  try  Tokyo  or  Diisseldorf. 
The  Hudson  is  cleaner  than  the  Rhine, 
and  not  all  Swiss  lakes  are  as  pristine 
as  the  travel  folders  want  you  to  be- 
lieve. The  subway  in  Moscow  is  more 
beautiful  than  our  IRT  in  New  York 
and  the  streets  are  a  good  deal  clean- 
er. Of  course,  we  can  and  should  do 
better  than  we  have  in  the  past,  but 
we  need  not  unduly  denigrate  condi- 
tions at  home. 

Stay  At  Home 

The  grass  is  not  greener  elsewhere. 
This  statement  applies  with  special 
emphasis  to  investments.  I  have  al- 
ways warned  investors  not  to  go 
south  of  the  Rio  Grande.  Remember 
those  ads  of  Mexican  banks  offering 
12%  or  14%  interest  on  secure  deposits? 


We  have  never  considered  Canada  a 
"foreign"  country,  an  attitude  which 
the  Canadians  seem  to  resent,  but  in- 
vestors are  beginning  to  learn  that  the 
investment  climate  has  changed  up 
north— and  not  for  the  better.  Brit- 
ish government  bonds  are  yielding 
more  than  15%  these  days.  Don't  be 
tempted.  It  barely  compensates  the  in- 
vestor for  rampant  inflation  and  the 
concomitant  decline  of  the  pound's  in- 
ternational value. 

This  29th  Annual  Report  on  Ameri- 
can Industry  points  up  the  incredible 
wealth  of  investment  opportunities  in 
this  country,  far  greater  than  any- 
where else  in  this  world.  Not  all  com- 
panies are  equally  well  managed  or 
equally  profitable.  Some  are  good  in- 
vestments, but  they  are  not  particular- 
ly attractive  speculations;  others  are 
promising  speculations,  but  rather 
risky  investments. 

Check  The  Results 

Go  over  your  own  holdings  and 
see  how  your  stocks  compare  with 
their  peers.  Strangely  enough,  the  best 
in  its  group  is  not  always  the  most 
expensive.  Glossy  reports  and  strong 
public  relations  efforts  can  cover  up 
many  weaknesses,  but  they  become 
glaringly  apparent  when  seen  side  by 
side  with  the  others. 

Most  stocks  are  still  fairly  priced 
in  the  market,  particularly  since  many 
of  the  formerly  grossly  overvalued  su- 
perblue  chips  have  come  down  to 
earth,  or  at  least  close  to  it.  Above- 
average  growth  deserves  a  premium, 
of  course,  but  so  many  factors  enter 
into  the  determination  of  what  consti- 
tutes the  "right"  earnings  multiple, 
that  there  is  no  easy  formula  relating 
the  rate  of  growth  to  the  P/E:  15 
may  be  proper  for  one  company,  too 
high  for  another  and  unduly  low  for 
a  third.  That's  where  the  analyst's 
judgment  comes  in.  ■ 
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Anticipating 
1977 

By  Lucien  O.  Hooper 

"[The]  stock  market 
. . .  must  be  pretty 
near  shockproof." 


t  is  a  healthy  sign  that  the  year 
is  beginning  without  the  public  ex- 
pecting too  much.  Perhaps  there's  as 
much  fear  of  recession  as  of  inflation. 
While  there  is  little  enthusiasm  over 
conditions  in  the  U.S.,  it  is  beginning 
to  be  recognized  that  this  country  is 
better  off  than  any  other.  Indeed,  if 
there  is  any  big  economic  or  political 
danger  in  the  world  today  it  seems 
to  have  its  origins  abroad  rather  than 
at  home.  On  the  face  of  things,  at 
least,  the  outlook  for  world  peace  is 
better  now  than  12  months  ago. 

If  you  accept  the  news  interpreta- 
tions of  the  media,  the  stock  market 
in  1976  spent  much  of  its  time  and 
effort  fearing  the  worst  rather  than 
hoping  for  the  better.  The  "party  line" 
has  been  that  trends  most  of  the  time 
have  been  dominated  by  fear  that  the 
lull  will  merge  into  a  recession,  fear 
of  higher  interest  rates,  fear  of  more 
and  more  inflation,  fear  that  Congress 
will  pass  dangerous  legislation,  fear 
that  Mr.  Carter  might  be  elected,  fear 
of  what  Mr.  Carter  may  do  or  may 
not  do,  fear  of  nationalism  in  Quebec, 
fear  of  black  supremacy  in  Africa, 
fear  of  international  currency  trends 
and  just  fear  of  fear  itself.  A  stock 
market  treated  to  all  these  diverse 
fears  month  after  month  cannot  en- 
ter 1977  in  a  vulnerable  state.  If  it 
is  not  shockproof,  it  must  be  pretty, 
near  it. 

Well,  what  about  1977?  As  usual,  I 
am  going  out  on  a  limb.  I  will  out- 
line some  opinions.  Some  of  them 
probably  will  be  right  and  some  of 
them  probably  will  be  wrong. 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  if  McKinnon  Auchincloss 
Kohlmeyer  Inc. 


Still  in  the  minority,  I  think 
est  rates,  especially  longer  term 
est  rates,  will  be  lower  all  year, 
means  that  more  and  more  high 
pon  bonds  will  be  refunded.  It  i 
that  mortgage  money  will  cost  a 
less  and  will  be  more  plentiful, 
ey  will  continue  to  flow  into  th{ 
ings  &  loan  institutions  and  inl 
mutual  savings  banks. 

As  far  as  Mr.   Carter  s  ecoi  hi 
policies  are  concerned,  they  wil 
to  the  middle  of  the  road,  well 
left  of  Mr.  Ford's  but  to  the  rid 
Senator  Humphrey's— and  for  m 
1977  the  Congress  will  like  it. 


■ 


p. 


A  Coal  Boom? 

Residential  building  will  b 
active  in  1977  than  in  1976,  an 
will  be  another  good  automobi 
The  Arabs'  oil  price  rise  will 
scare  us   into   increasing  in 
to  produce  more  coal.  In  fact, 
we  look  back  on  1977,  we  may 
of  it  as  the  year  when  the  coal 
really  got  started.  There  will  be 
government  money  available  to 
bilitate  the  railroads.  It  will  be  i 
railroad   year   because   of  cl 
bookkeeping,  larger  freight  tr 
moderately  higher  freight  rates. 

The  electric  utilities  will  coi 
to  sell  enormous  quantities 
stocks  and  new  bonds  without 
ing  commensurately,  but  the  s 
more  and  more  overcapitalizatio 
not  begin  to  be  punished  until 
or  later.  Investors  will  conti 
separate  the  boys  from  the  mi 
the  sheep  from  the  goats,  in  tb 
ing  industry.  The  steel  and  no 
metals  industries  will  start  off 
in  1977  but  improve  later  in  thfl  |lrit 

I  will  be  chicken  and  refuse  j 
you  the  highs  and  the  lows  fl 
Dow  Jones  industrials  in  1977.  | 
guess  (and  guess  is  the  right 
that  the  low  will  not  be  as  low 
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intraday  bottom,  which  was 
^  and  probably  not  as  low  as 
and  that  the  high  will  be  at 
Is  high  as  the  1976  intraday 
which  was  1026.26.  The  Dow 

at  around  970  as  I  write  tins 
n.  With  all  due  respect  to  my 
who  try  to  do  it,  I  think  it  is 
:  this  early  date  to  estimate  earn 
I  the  DJI  for  1977.  The  1976 
gs  on  the  Dow  were  probably 
iort  of  $100  a  share,  perhaps  as 
I  $96. 

id  Growth  Stock 

|  many  others,  1  am  anxious  to 
westments  in  the  garbage-dis- 
field.  I  have  been  looking  at 
istion  Equipment  Associates 
recently  listed  on  the  NYSE, 
company  is  involved  in  most 
1  of  the  garbage  business:  It  has 
(producing  garbage  treating  and 
ting  machinery,  gets  paid  for 
ing  garbage  collected  by  oth- 
eats  and  sorts  garbage  at  its 
Units,  and  even  finds  a  market 
rbage  residuals,  including  fuel 
d  from  garbage  which  is  sold  to 
c  utilities.  At  present  the  com- 
las  operations  at  Brockton,  Mass. 
ridgeport,  Conn.,  and  it  has  a 
It  for  an  operation  on  the  Hack- 
Meadows  with  sales  of  fuel 
jpC  Service  Electric  &  Gas  of 
ersey. 

nbustion  Equipment  is  not  do- 
y thing  that  someone  else  can't 
t  it  is  putting  it  all  together,  is 
first  with  the  most,  and  it  has 
ite    financing    arranged.  This 
ike  a  good  speculative  growth 
Some  of  the  other  companies 
a   high    garbage-disposal  em- 
( there  are  many  more  with  a 
nphasis)  are  Wheelabrator-Frijc 
iPeabodij  Galioti  (22)  and  Turn 
$ies  (13). 

re  seems  to  be  a  high  expecta- 
f  a  $4-dividend  rate  on  Ameri- 
glephone  (64)  sometime  early 
7.  Profits  last  year  were  prob- 
little  better  than  $6  a  share. 
•  the  electric  utilities,  the  tele- 
companies  have  no  great  fuel- 
oblems. 

ISgulf  Inc.  (28)  is  down  more 
ine  points  from  its  1976  top  of 

ower  prices  for  copper,  zinc 
rrtilizer  are  factors  in  lower 
Us,  but  an  important  influence 

recent  separatist  political  vic- 
i  Quebec,  a  province  in  which 
s  its  major  mining  property.  ■ 
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Exercise  Your  Option — 
Don't  Buy! 

By  Stanley  W.  Angrist 

"The  boiler  room  operators  have  moved  into 
London  commodity  options  with  a  vengeance.' 


Mou  'nay  soon  he  receiving  an  offer 
by  phone  that  you  should  definitely 
refuse.  The  offer  will  be  an  "oppor- 
tunity" to  buy  a  call  on  London  sugar, 
cocoa  or  silver.  Though  the  caller  will 
stress  that  it  is  urgent  for  you  to  act 
at  once,  you  would  be  wise  to  decline 
this  offer,  firmly  but  politely,  on  the 
spot.  The  boiler  room  operators  have 
moved  into  the  London  commodity 
options  with  a  vengeance.  This  has 
been  one  of  their  best  opportunities 
to  make  a  buck  since  they  quit  push- 
ing Canadian  over-the-counter  oil 
stocks  in  the  late  1960s. 

The  person  making  this  offer  will 
be  trying  to  sell  you  an  option  on  one 
of  the  commodities  traded  in  London. 
The  option  will  probably  be  a  call, 
which  means  you  will  profit  if— and 
only  if— the  price  of  that  commodity 
rises  by  a  significant  amount.  The  call 
will  give  you  the  right  to  purchase 
that  commodity  at  a  specified  price 
(termed  the  "basis"  or  the  "strike" 
price)  for  so  many  months  in  the  fu- 
ture. The  calls  most  recently  offered 
have  been  for  nine  or  12  months. 

Not  As  Salable 

A  London  commodity  option  call  is 
similar  to  stock  option  calls  sold  in 
the  U.S.  on  the  Chicago  Board  Op- 
tions Exchange,  the  American  Stock 
Exchange  and  others.  But  it  lacks 
liquidity;  that  is,  it  is  not  as  readily 
salable.  You  may  also  be  offered  an 
opportunity  to  buy  a  "put"  or  a  "dou- 
ble." The  put  gives  you  the  right  to 
sell  so  much  of  the  commodity  at  the 
strike  price  for  so  many  months  into 
the  future.  A  double  gives  you  the 
choice  of  buying  or  selling  (but  not 

Stanley  W.  Anurist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


both)  at  the  strike  price  during  the 
life  of  the  option. 

As  the  owner  of  an  option  you  may 
at  any  time  during  its  life  exercise 
it  by  notifying  its  seller  and  taking  up 
a  long  position  in  the  futures  market 
if  you  own  a  call,  or  taking  up  a 
short  position  if  you  own  a  put. 

The  person  who  offers  you  this 
"once-in-a-lifetime  opportunity"  will 
explain  that  by  buying  a  London  op- 
tion you  may  participate  in  the  com- 
modity market  without  all  the  disad- 
vantages that  other  commodity  trad- 
ers must  bear.  He  will  point  out  that 
once  you  pay  your  premium  (that  is, 
the  cost  of  the  call)  you  can  suffer  no 
margin  calls.  And  in  that  he  is  abso- 
lutely correct. 

He  will  further  point  out  that  no 
matter  what  may  happen  to  the  price 
of  the  commodity  you  can  lose  no 
more  than  your  initial  investment  in 
the  premium.  Since  there  can  be  no 
margin  calls,  there  can  be  no  forced 
liquidations  if  the  market  should  make 
an  interim  move  against  you.  And  last 
but  not  least,  he  will  point  out  that 
your  profit  potential  is  unlimited.  And 
he  is  sure  to  mention  what  happened 
to  sugar  prices  in  1974  when  they 
moved,  in  about  11  months,  from  13 
cents  per  pound  to  66  cents  per 
pound,  producing  a  profit  of  over 
$59,000  on  each  $4,500  sugar  call. 
So  why  shouldn't  you  risk  a  few  dol- 
lars on  this  sort  of  situation  which 
offers  you  unlimited  profit  on  a  fixed 
investment? 

Why  not?  For  a  very  simple  reason: 
You  are  unlikely  to  make  any  mon- 
ey; indeed,  it  is  almost  certain  that 
you  will  lose.  The  price  of  sugar  must 
rise  by  50%  just  to  break  even  on  an 
option  bought  through  a  boiler 
room.  That  salesman  is  dialing  his 
index  finger  off  because  he  will  make 
a  nice  commission  (perhaps  $300  to 
$500  per  option,  and  that  figure  is 
probably  low)  for  each  one  he  un- 


loads. His  firm  buys  its  options  from 
one  of  the  wire  houses  (where  you 
can  also  buy,  if  you  wish)  and  turns 
around  and  sells  them  by  phone  to 
you.  A  telephone  salesman  will  offer 
you  a  12-month  sugar  option  on  50 
metric  tons  of  raw  sugar  for  between 
$3,800  and  $4,500,  depending  on  what 
he  believes  the  market  will  bear. 
Admittedly,  his  firm  has  some  over-j 
head,  but  there  is  no  good  reason 
why  the  individual  investor  has  toj 
help  pay  for  it. 

If  you  really  want  to  buy  a  Lon- 
don commodity  option,  you  can  buy 
the  identical  option  described  above 
from  the  same  place  the  guy  on  the 
other  end  of  the  phone  probably 
bought  his— that  is,  from  one  of  the 
major  wire  houses  such  as  Merrill 
Lynch,  Shcarson  Hayden  Stone  or 
Bache.  The  brokerage  houses  will 
want  only  about  $2,200,  or  55%  to  60* 
of  the  price  the  telephone  hustler 
wants,  but  they  won't  call  you  at 
home  to  try  to  sell  it  to  you. 

London  Options,  No 

Frankly,  I  think  you  are  better  of| 
not  dealing  in  London  options  even 
if  you  believe  sugar,  silver  or  what- 
ever is  going  to  go  up.  Remem- 
ber, for  you  just  to  break  even  on  4 
December  1977  sugar  option  bought 
from  a  wire  house,  the  price  of  sugar 
must  increase  by  25%;  by  50%  if  you 
buy  your  option  from  a  boiler  room 
type.  There  are  lots  of  better  bets  than 
this  one  around.  If  you  are  really  bull- 
ish, on  sugar,  you  can  buy  a  Decem-t 
her  sugar  futures  contract  and  set  a 
stop-loss  order  on  it.  The  margin  on| 
a  sugar  futures  contract  is  $1,500  per 
contract  and  you  will  get  all  that 
margin  back  if  sugar  just  stays  at  its 
current  levels.  Of  course,  even  a  small 
rise  in  the  price  of  sugar  will  result 
in  a  profit  that  is  yours  to  keep.  The 
round-turn  commission  on  such  a 
trade  would  be  $75.  ■ 
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Money  And  Investments 


The  Funds 


In  The  Best  Interests  Of  Whom? 


Should  closed-end  mutual  funds  be 
allowed  to  dilute  their  stock,  thereby 
harming  current  shareholders,  with- 
out getting  shareholder  approval? 

It's  a  question  the  Securities  &  Ex- 
change Commission  is  grappling  with 
in  the  wake  of  stock  offerings  made 
by  a  couple  of  closed-end  income 
funds,  Bunker  Hill  Income  Securities 
(assets:  $56  million,  managed  by  Se- 
curity Pacific  National  Bank)  and 
USLIFE  Income  Fund  ($58  million, 
managed  by  USLIFE  Corp. ) . 

Unlike  open-end  funds,  closed-ends 
can't  redeem  their  shares  at  net  asset 
value;    a   shareholder   has   to  take 
whatever  the  open  market  is  willing 
to  offer.  As  thousands  of  investors 
have  found  to  their  sorrow  in  recent 
years,  this  is  usually  less  than  net  as- 
set value.  If  you  have  an  open-end 
fund  share  worth  $25,  you  can  get 
$25  for  it.  With  a  closed-end  fund, 
you  may  get,  say,  only  $22.  The  dis- 
;  count  between  net  asset  value  and 
i  market  value  is  large  with  common 
|  stock  closed-end  funds,  but  even  the 
I  closed-end  bond  funds  often  sell  be- 
■  low  their  real  worth. 

Last  summer  Bunker  Hill  thought 
|  the  time  was  ripe  to  get  new  money, 
j  Income  funds  have  been  immensely 
,  popular  with  investors  wary  of  stocks, 
i  and  new  money  means  fatter  man- 
j  agement  fees. 

But  how  to  get  that  extra  cash— 
and    those    additional  management 
fees?  After  all,  Bunker  Hill  was  sell- 
,  ing    below    book    value    and  you 
couldn't  dilute  the  stock. 

The  Legal  Hurdles 

Or  could  you?  Working  with  top- 
-drawer legal  talent,  a  solution  was 
j  found:  a  stock-rights  offering  to 
shareholders.  This,  the  lawyers  said, 
.was  perfectly  legal.  By  giving  share- 
' holders  first  crack  (the  underwriter 
[agreed  to  take  any  unsold  shares  and 
ireoffer  them  to  the  public),  you  gave 
;  them  a  chance  to  avoid  dilution.  Seek- 
ing shareholder  approval  first  wasn't 
(necessary  for  a  rights  offering,  the 
(lawyers  assured  Bunker  Hill,  even  one 
ipriced  below  net  asset  value.  If 
(shareholders  didn't  pony  up  the  ex- 
tra cash  for  new  shares,  the  resultant 
dilution  would  be  small. 

So  Bunker  Hill  went  out  the  door 
!  in  September  with  644,000  shares 
and  raised  $12  million. 


Sensing  a  good  thing,  USLIFE  fol- 
lowed closely  in  October,  filing  an  of- 
fer with  the  SEC  totaling  1.6  million 
shares  that  would  add  at  least  $16 
million  to  the  $58  million  under  man- 
agement. USLIFE  Income  even  bor- 
rowed $10  million  to  put  in  the  bond 
market  while  waiting  for  the  offer  to 
go  through.  At  least  two  other  funds 
began  to  consider  bringing  out  of- 
ferings of  their  own. 

Though  it  had  given  Bunker  Hill 
the  green  light,  the  SEC  suddenly  be- 
gan to  have  second  thoughts.  Was 
this  sort  of  thing  fair  to  current 
shareholders,  even  with  a  rights  of- 
fering? What  upset  the  SEC  was  that 
only  45%  of  the  Bunker  Hill  offering 
went  to  current  stockholders.  The  rest 
ended  up  with  the  underwriters. 

"We  became  concerned,"  explains 
S.  Elliott  Cohan,  the  SEC  branch 
chief  overseeing  the  offering,  "be- 
cause we  have  no  established  policy 
on  such  offerings  and  because  we 
questioned  whether  there  was  a  seri- 
ous belief  that  the  stockholders  would 
really  take  a  substantial  amount  of 
the  stock."  In  other  words,  was  man- 
agement furthering  its  interest  at  the 
expense  of  the  shareholders? 

The  less  the  holders  take  in  these 
offers,  the  more  it  hurts  them,  be- 
cause the  net  asset  value  of  their  ex- 
isting shares  is  diluted.  Beduced  as- 
sets would  mean  reduced  income  po- 
tential. The  dilution  wasn't  big  in  the 
Bunker  Hill  case,  under  5%  of  net 
asset  value.  But  in  future  offerings, 
the  dilution  could  be  larger.  More  to 
the  point,  why  should  original  share- 
holders be  subject  to  any  potential 
dilution  at  all? 

Out  went  a  letter  to  USLIFE  in- 
timating strongly  that  the  deal  might 
not  be  kosher.  USLIFE  dropped  the 
offering,  accusing  the  SEC  of  "foot- 
dragging." 

Actually  the  SEC  hadn't  (and  still 
hasn't)  made  up  its  mind  whether 
these  things  should  be  permitted.  It 
had  told  USLIFE  it  could  go  ahead 
with  the  offering,  but  there  was  a 
hitch.  Says  Gordon  E.  Crosby,  chair- 
man of  the  fund  as  well  as  the  parent, 
USLIFE  Corp.,  "The  SEC  gave  no 
assurance  that  they  would  not  act 
retroactively  against  us."  Its  effect 
was  to  stop  such  offerings  until  the 
SEC  could  formulate  a  policy. 

How  about  the  outside  directors, 


those  guardians  of  shareholders'  in- 
terests? What  did  they  think?  Oh, 
they  say  they  thought  about  it  long 
and  hard,  but  concluded  that  the 
advantages  offset  the  dilution.  The 
advantages?  A  chance  to  get  more 
shares  in  funds  that  expected  to  do 
well  in  an  anticipated  bond  market 
rally;  a  chance,  said  one  director,  "to 
give  the  portfolio  [of  USLIFE]  more 
diversity."  (The  portfolio  already  had 


Crosby  of  USLIFE 

45  issues,  mostly  investment-grade 
bonds.)  The  prospect  of  extra  fees 
for  management  was  the  furthest 
thing  from  our  minds,  the  "inde- 
pendent" directors  say. 

The  rally  did  materialize,  but  that 
shouldn't  hide  the  true  issue  (after 
all,  shareholders  would  have  lost  more 
money  if  the  market  had  gone  down ) . 
What  is  at  issue  is  whether  closed- 
end  funds  should  be  allowed  to  dilute 
their  stock,  especially  without  share- 
holder approval.  The  question  is: 
Why  should  shareholders  be  faced 
with  take-it-or-leave-it  deals  that  will 
hurt  them  if  they  don't  accept?  ■ 
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J"  or  money  managers,  the  hidden 
cost  in  their  business  is  the  anguish  of 
looking  back  and  reflecting  on  how 
imperfect  their  perceptions  turn  out. 
The  past  year  was  no  exception,  and 
the  pain  must  be  measured  in  per- 
centage points  lost  or  unfound,  for 
aside  from  the  January  blip,  1976's 
market  traced  a  flattish  line  that 
technicians  are  still  pondering.  Is  last 
year's  flat  market  a  base  or  a  top  for 
the  current  cycle? 

How  imperfect  was  every  man's 
perception  of  the  year?  It  was  hor- 
rendously  off  the  mark  for  the  pro- 
fessional investor,  particularly  the  ag- 
gressive operators  who  waded  into 
smokestacks  and  growthies,  held  on 
and  went  nowhere.  The  1976  con- 
sensus forecast  was  for  an  economy 
that  was  straining  its  capacity,  there- 
by aggravating  inflation  and  accelerat- 
ing interest  rates,  both  short  and 
long.  A  capital  goods  boom  was  just 
around  the  corner,  with  home  build- 
ing gathering  momentum  and  com- 
modity prices  responding  to  aggres- 
sive inventory  accumulation.  It  never 
happened. 

Too  Many  Reversals 

A  year  ago  practically  every  bank- 
er, economist  and  student  of  interest 
rates  had  projected  a  prime  rate  of 
8%  by  now  and  long-term  coupons 
on  prime  utility  bonds  moving  past 
9%  (Forbes'  Ben  Weberman  being  a 
sterling  exception).  Instead,  we  have 
declining  interest  rates,  a  booming 
bond  market,  decelerating  inflation 
and  a  stop-and-go  economic  setting 
that  has  uncovered  excess  capacity  in 
such  basics  as  steel,  aluminum,  cop- 
per, fertilizer,  automobiles  and  syn- 
thetic fibers.  The  consumer  scratches 
his  head  and  worries  whether  his 
spendable  income  will  begin  to  rise. 
Unemployment  is  now  the  basic  so- 

Mr.  Sosnoff  is  chairman  of  Atalanta  Cap- 
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The  Inner  Game 
Of  Investing 

By  Martin  T.  Sosnoff 

. .  stay  with  the  areas  of  strength  and  seek  out  the 
sectors  that  are  yours  by  default. . . .  the 
investment  universe  must  widen  to  include  many  stocks 
that  were  socially  unacceptable  in  1975  and  1976." 


ciological  issue  this  country  must  face 
in  the  late  Seventies,  not  inflation. 

Although  it  is  a  myth  that  the 
stock  market  is  effieiendy  priced,  it 
is  no  myth  that  it  was  impossible  to 
make  money  in  the  200  large  capitali- 
zation issues  that  make  up  the  in- 
stitutional investment  universe.  There 
were  too  many  reversals  for  comfort 
the  past  year.  The  consensus  estimate 
was  too  low  for  Ford  and  General 
Motors,  and  much  too  high  for  du 
Pont  and  Kodak.  IBM  pivoted  down- 
ward 20  points  when  the  third  quar- 
ter came  in  a  few  pennies  off  the 
forecast,  and  major  oil  capitalizations 
dropped  a  fast  15%  from  mid-October 
to  mid-November  for  no  good  reason. 
CBS  fired  its  president  and  lost  10? 
in  a  couple  of  days,  and  Aetna  In- 
surance was  criticized  for  showing 
too  much  earnings  in  the  third  quar- 
ter. The  Polaroid  report  card  disap- 
pointed everyone. 

The  surprises  came  from  all  sec- 
tors, but  the  basic  overlay  was  that 
business  softened,  inventories  turned 
heavy  and  price-discounting  surfaced. 
Quarterly  earnings  comparisons  are 
progressively  more  difficult,  and  the 
earnings  forecast  of  a  15%  gain  this 
year  looks  too  iffy  for  comfort. 

Because  the  market  fives  for  growth 
coupled  with  a  story,  the  year  was 
basically  a  disappointment.  The  semi- 
conductomiks  who  typify  the  exces- 
sive technological  bias  that  pervades 
our  markets  found  their  industry 
sputtering,  and  they  scutded  to  re- 
vise their  numbers  downward.  Price/ 
earnings  ratios  for  most  growth  stocks 
were  compressed  all  year  and  are  now 
about  as  low,  relative  to  the  market, 
as  they've  been  in  15  years.  There  is 
scarcely  a  stock  that  sells  over  20 
times  current  earnings  power,  and  not 
too  many  over  15  times.  In  short,  a 
wasteland  of  rusted  expectations. 

So  who  won  in  1976?  Believe  me, 


there  were  some  big  winners,  but  they 
are  mainly  unsung.  The  battle  went 
not  to  the  aggressive  Napoleons,  but 
to  the  slow-moving  Russian  generals 
who  retreated  all  year.  For  those  of 
us  who  found  our  way  into  the  mer- 
chandise that  the  professionals  turned 
up  their  noses  at,  it  was  a  vintage 
experience.  Utilities  have  been  strong 
perfonners,  and  for  most  of  the  year 
nobody  wanted  them.  But  the  real 
story  was  the  bond  market  where,  if 
you  were  venturesome  and  bought 
the  low-grade  end  of  the  spectrum, 
you  outperformed  most  stocks  and 
certainly  the  market  averages.  Not 
only  junk  bonds  but  the  entire  B  and 
single  A  sector  did  relatively  well 
The  low-quality  goods  narrowed  the 
gap  between  themselves  and  the  tri- 
ple-A  merchandise. 

Peer  Pressures 

Money,  then,  was  made  at  the  tail 
end  of  the  snake  and  not  the  head. 
The  entire  value  sector,  maybe  three- 
quarters  of  the  market,  still  sells  for 
under  six  times  earnings  but  has  be- 
gun to  outperform  the  quality  goods. 
The  move  into  utilities  this  past  quar- 
ter has  been  a  function  of  the  frustra- 
tion of  professional  money,  which  has 
finally  begun  to  seek  out  yields.  The 
highly  polished  technique  of  concen- 
trating on  the  best  managed  big  busi- 
nesses in  the  country  and  hanging 
on  for  the  full  cycle  has  been  dis- 
carded. It  just  doesn't  work  when 
everyone  is  doing  the  same  thing. 

The  inner  game  of  investing  is  to 
let  the  money  manage  itself.  It  sounds 
great  but  what  does  this  mean?  Well, 
it  means  that  most  of  us  try  too  hard. 
We  think  too  much  and  judge  our- 
selves harshly  and  in  turn  are  rated 
by  our  clients  in  terms  of  percentage 
point  differentials.  Always,  we  are 
looking  over  our  shoulder  at  what 
everyone  else  is  doing.  For  the  peer 
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oo,  pressure  to  do  what  ls  socially 
citable  in  terms  of  investing  other 
pie's  money  is  unfortunately  com- 
ILg.  In  short,  we  all  think  too 
lie  and  act  like  sheep. 
\.v,  I  refuse  to  be  drawn  into  a 
retsting  situation.  It  is  not  my  job 
p;dict  corporate  earnings  or  stock 
urt  levels  or  to  be  sucked  into  a 
hi -t  timing  game.  If  anyone  was 
il  good  at  stock  market  timing,  he 
.  have  all  the  money  in  the  West- 
a  orld.  The  next  money  manager 

i  ttempts  to  sell  himself  on  mar- 
t  ming  should  be  asked  to  pro- 
tc<  his  capital  gains  forms  for  the 
lm  tree  market  cycles. 

0  for  The  Undervalued 

1 1  inner  game  is  to  stay  with  the 
if  strength  and  seek  out  the  in- 
sectors  that  are  yours  by  de- 
al The  bond  market  has  been 
ea  the  past  two  years;  let's  stay 
ri  in  til  it  proves  to  be  less  great, 
is  K)  hard  to  make  money  in  triple- 
bads;  let's  go  where  the  profes- 
m  investor  cannot  go— the  Baa  or 
in  sectors.  If  it  is  impossible  to 
ik  money  in  the  blue-chip  equity 
ivse,  look  elsewhere.  There  are 
tii  industries  that  sell  under  book 
lu  that  could  not  be  bought  up 
r  mtrol  at  less  than  two  times 

01  They  include  dozens  of  fire  & 
sun-  insurance  operators,  savings 
lois  and  regional  banks.  Several 
tud  resource  issues,  broadcasters 
d  mglomerates  sell  far  below  eco- 
m  values.  And  there  are  hundreds 

s  ill  and  medium-sized  publicly 
Id  companies  that  are  growing 
pi  V  and  are  inefficiently  priced  at 
lu  five  times  earnings. 
T  only  prediction  I  make  for  the 
w  ear  is  that  the  investment  uiu- 
rsi  must  widen  to  include  many 
icl  and  industries  that  were  so- 
ill  unacceptable  in  1975  and 
Tt  rhe  institutions  took  turns  act- 
l  te  sheep  and  like  chickens  in 
76  in  1977  they  will  have  to  turn 
rets.  They  will  have  to  nose 
t  due  and  yields  rather  than  the 
idional  big-capitalization  mer- 
amse.  It  will  no  longer  do  to  hide 
dethe  cloak  of  acceptability.  The 
Kt  ggressive  players  of  the  early 
ve:ies  are  now  playing  this  game 
e  d  fogies,  and  they  are  restless, 
'??  ed  and  ready  to  break  out  of 
nains.  The  undervalued  goods 

ii  bought  up. 

it  shout  time,  gentlemen.  ■ 
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■  4  Bonds  for  high  income 


will  include  these  extras 

4  Convertible  Securities  for 
appreciation  and  income 

Plus  Buy,  Sell,  Hold  on: 
100  Major  Stocks 
30  Depressed  Stocks 
30  Low-Priced  Stocks 
25  Utilities 

Plus  $100,000  Sample 
Retirement  Portfolio. 


Mail  this  coupon  today.  Full  refund  if  not  entirely  satisfied. 
All  reports  by  1st-class  mail. 


<m»babsons 
reports  inc. 

Wellesley  Hills.  Mass.  02181 

POUNDED  IN  '904  B*  POGEB  H  8ABSON 


Please  send  my  8-week  trial  plus  Forecast 
for  1977  and  bonuses.  $5  00  enclosed. 

Name  


Street  &  No. 
City  


.State. 


.Zip. 


This  subscription  will  not  be  assigned. 


Tie  on  a 
Capitalist 
Tool 


The  last  word  in  stylish  con 
temporary  neckwear  Its  mes- 
sage. Capitalist  Tool,  is  woven 
in  red  into  a  deep  blue  back- 
ground. The  perfect  quality  | 
gift  for  someone  you  admire 
.  .    .  or  for  yourself  $10 

Save  it  for  a  rainy  day  . 
The  Capitalist  Tool 
Jumbo  Umbrella 

Handsome  and  sturdy,  it 
the  dapper  executive's 
answer  to  keeping  dry  In 
the  heaviest  downpours 
Red  on  blue,  double- 
ribbed  nylon  canopy 
$20 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York.  NY  10011 
Please  send  me  the  following  Capital's* 
Tool  items 

 Necktie(s)  @  $10  each 

 Umbrella(s)  @  $20  each 

Enclosed  is  my  check 

Please  allow  4  weeks  for  delivery 

Name  .  

Address  

Cfly  

State   


-ZiP- 


T.  ROWE  PRICE 
GROWTH  STOCK 
m  FUND,  INC. 

A  HQ-LOAD  FUND 

Investing  in  stocks 
selected  for  long  term 
growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self  Employed 
Retirement  Plan 
(Keogh  Act) 
Available 


T.  Rowe  P'-ce  Gre-wrt*  Sioct.  fjna.  l«--c 

I00  Eos'  Prof  S:reei.  DecV  At- 

Baltimore  Md  25502  Pr«"e   (301)  547-2136 
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Whei 
you  mov( 
chances  an 
we're  ahead: 
then 

Maybe  you  remember  us  as  the  Community  Ch^ 
or  United  Fund?  We've  been  around  since  If 
and  today  across  the  nation  we're  known  as  1 
' 'United  Way"  —  we're  there  in  over  2 , 240  loc 

community 

We're  the  United  Way  and  we're  the  helpij 
hand  to  millions  of  American  families  in  ne 
each  year.  It  doesn't  make  any  difference  whc 
you  live  or  where  you're  going  to  move 

we'll  be  Xhei 

United  Way  makes  possible  the  worl 
37,000  local  human  service  agencies.  We'i 
system  of  service  to  people  when  they  ree 

needll 

United  Way  is  the  organization  that  is  maj| 
possible  by  the  millions  of  volunteers  and  i 

contributions  of  people  just  like  yep 

When  we  say—  "Thanks  To  Yo 
It  Works.  ..  FOR  ALL  OF  I 
. .  .  United  Wall 

We  mean  it.  And  remember,  wherever  you'* 
going— you  can  count  on  us— we'll  be  thei 

Thanks  to  you  it  works... 
FOR  ALL  OF  US 


Money  And  Investments 


Market  Trends 


^ks  we  enter  a  new  year  with  good 
trospects  for  growth,  one  item  that 
hould  rank  high  on  the  corporate 
genda  is  a  fresh  look  at  dividend 
lolicy.  A  healthy  stock  market  must 
lave,  as  one  of  its  props,  a  steady 
ow  of  dividends  with  a  sufficient 
ate  of  growth  to  compensate  for 
he  effects  of  inflation. 

In  recent  years,  managements  have 
ad  to  give  top  priority  to  offsetting 
he  financial  pressures   imposed  by 
apid  inflation  and  to  strengthening 
orporate  balance  sheets.  They  had 
ttle  capacity  to  improve  dividends, 
tow,  however,  with  the  economy  well 
long  the  road  to  recovery  and  cor- 
oratc  liquidity  being  restored,  divi- 
end  policies  should  receive  renewed 
Hention.  A  more  positive  attitude  to- 
ward dividends  by  corporate  manage- 
ent  could  well  result  in  higher  stock 
!S  and  the  reemergence  of  the 
uity  markets  as  a  reliable  source 
capital. 

During  the  bull  market  of  the 
960s  and  early  1970s  many  manage- 
lents  thought  they  had  received  the 
essage  from  investors  that  dividends 
Id  not  count.  It  is  clear,  however, 
iat  dividends  do  count,  and  that  div- 
iends  have  always  counted.  An  in- 
vidual  investor  may  for  a  time  sub- 
dinatc  current  return  to  expectations 
j  capital  growth,  but  this  will  nol 
Mitinue  indefinitely. 

eclining  Dividends 

r  Investors  have  taken  a  beating  over 

Re  last  ten  years.  During  this  period 

I-  enormous   corporate   stress,  divi- 

inds  have  grown  only  3%  a  year, 

llf  of  the  6%  rate  of  the  previous 

years.  In  fact,  adjusted  for  infla- 

In,    dividends    have    actually  de- 

Ipased  at  an  annual  rate  of  2.7%. 

bt  only  have  investors  experienced 

Ideclinc  in  real  returns  From  divi- 
,   .Jen.  

I  r.  O  Neil  is  an  executive  vice  presi- 
tnt  at  Manufacturers  Hanover  Trust  Co. 


Loosen  Those  Purse 
Strings,  Fellows 

By  C.  Roderick  O'Neil 


"A  more  positive  attitude  toward  dividends 
by  management  could  well  result  in 
higher  stock  prices  and  the  reemergence  of  the 
equity  markets  as  a  reliable  source  of  capital." 


dends,  bul  equity  markets  have  also 
underperformed  all  expectations.  For 
a  decade  now,  the  Dow  Jones  indus- 
trial average  has  failed  to  get  much 
beyond  1000— approximately  where  it 
was  in  1965. 

It  is  no  coincidence  that  the  lack- 
luster performance  of  the  stock  mar- 
ket during  the  past  ten  years  occurred 
during  a  period  when  dividend  growth 
was  sluggish.  In  my  judgment,  there 
is  a  definite  relationship  between  the 
growth  in  dividend  payments  and 
stock  prices.  If  dividends  don't  grow 
overall,  neither  will  stock  prices. 

If  we  compare  the  trends  in  stock 
prices  and  real  dividend  payments 
since  World  War  II,  we  find  a  striking 
parallel.  During  the  1950s  and  early 
1960s  expansions  and  contractions  in 
the  stock  market  appear  to  coincide 
with  increases  and  decreases  in  real 
dividend  payments.  More  recently, 
the  peak  levels  of  real  dividend  pay- 
ments in  the  mid-1960s  coincide 
with  the  rise  in  the  stock  market  in 
those  years,  and  the  sharp  fall  in  real 
dividends  since  that  time  corresponds 
to  the  generally  troubled  equity  mar- 
ket we  have  experienced  both  with 
the  initial  drop  in  equity  prices,  which 
began  in  1968,  and  the  more  precipi- 
tous decline  of  the  most  recent  mar- 
kel  eycle. 

While  a  rising  flow  of  dividends  is 
necessary  for  a  healthy  stock  market, 
that  does  not  mean  a  dividend  in- 
crease by  itself  will  always  have  a 
positive  influence  on  the  price  of  an 
individual  stock.  Witness  the  decline 
in  the  price  of  General  Motors'  stock 
since  GM's  year-end  dividend  an- 
nouncement. On  the  other  hand, 
stocks  such  as  IBM,  Avon  Products 
and  Getty  Oil  advanced  following  the 
announcement  of  recent  dividend  in- 
creases. Although  the  impact  of  any 
individual  dividend  increase  may 
vary,  a  rise  in  dividend  payments  by 


the  corporate  sector  as  a  whole  does 
appear  necessary  to  the  overall  ap- 
preciation of  the  stock  market.  Con- 
versely, the  absence  of  real  dividend 
growth  acts  as  a  constraining  force 
on  the  market. 

In  the  last  ten  years,  dividend  pay- 
ments to  investors  have  accounted  for 
a  steadily  shrinking  share  of  corporate 
earnings.  This  trend  marks  a  decided 
reversal  of  historic  relationships 
wherein  investors  have  shared,  more 
or  less  equally,  in  earnings  growth. 
Since  1965,  for  example,  corporations 
have  paid  out  on  average  only  about 
49%  of  earnings  to  shareholders.  Dur- 
ing the  most  recent  five  years,  corpor- 
ate payouts  averaged  only  45%,  drop- 
ping to  37%  in  1974,  the  lowest  pay- 
out in  50  years.  Despite  the  rise  in 
corporate  liquidity  since  the  low  point 
of  the  recession,  dividend  payments 
during  1976  continue  to  lag  earnings. 

The  Stockholder's  Share 

Favorable  trends  in  the  economy 
and  corporate  profitability  suggest 
that,  in  coming  years,  corporations 
may  have  more  flexibility  in  making 
dividend  decisions.  The  economy  is 
on  the  threshold  of  what  appears  to 
be  a  period  of  sustained  growth,  and 
corporate  profits  should  perform 
well  in  the  foreseeable  future.  In  the 
current  year,  for  example,  corporate 
profits  are  expected  to  rise  28%  above 
1975  levels,  and  our  Investment  Re- 
search Department  projects  earnings 
gains  for  1977  and  1978  of  7.5%  and 
12%,  respectively.  The  money  for 
dividend  increases  will  be  there. 

There  is  considerable  evidence  to 
indicate  the  increasing  importance  of 
dividends  to  investors.  Over  the  past 
50  years,  ownership  of  equities  has 
provided  a  compound  total  return  of 
about  8.5%  annually.  About  one-half 
of  that  return  was  provided  by  divi- 
dends and  the  balance  by  capital  ap- 
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preciation.  During  the  most  recent  de- 
cade, however,  the  total  return  on 
equities  fell  to  3.4%  annually.  Divi- 
dends accounted  for  about  95%  of  that 
return.  Without  dividends,  investors  as 
a  group  would  have  gotten  virtually 
no  return  at  all. 

Also  during  the  last  decade,  inter- 
est rates  rose  sharply,  widening  the 
spread  between  bond  and  stock  yields. 
The  present  yield  on  long-term  cor- 
porate bonds  of  slightly  more  than  8% 
contrasts  sharply  with  the  relatively 
low  3.5%  dividend  yield  of  the  S&P 
400.  This  phenomenon  not  only  de- 
presses stock  prices  but  makes  it  in- 
creasingly difficult  and  costly  for  cor- 
porations to  raise  new  equity  capital. 

There  have  been  structural  changes 
in  the  marketplace  in  recent  years 
which  tend  to  enhance  the  attrac- 
tiveness of  dividends  to  investors.  The 
chaotic  years  of  high  inflation  and 
deep  recession  disenchanted  investors 
with  the  prospects  for  growth.  Many 
are  no  longer  willing  to  pay  as  sub- 


Market  Trend: 


stantial  a  premium  for  uncertain  cap- 
ital appreciation  resulting  from*  the  re- 
investment of  earniims 

Cash  Preferred 

The  changing  profile  of  investors  is 
another  factor  that  has  led  to  an  in- 
creased preference  for  cash  dividends. 
There  has  been  a  significant  increase 
in  the  ownership  of  equities  by  tax- 
exempt  accounts,  primarily  pension 
funds.  Tax  legislation,  narrowing  the 
effective  differential  between  person- 
al income  and  capital  gains  tax  rates, 
also  has  reduced  the  incentive  for  cap- 
ital gains.  Only  last  September,  Con- 
gress further  reduced  the  availability 
of  capital  gains  treatment  by  extend- 
ing the  holding  period  required  from 
six  months  to  one  year. 

Many  companies  have  discovered 
that  higher  dividend  payouts  do  not 
necessarily  mean  less  capital  is  avail- 
able for  reinvestment.  The  growing 
popularity  of  dividend  reinvestment 
plans,  which  facilitate  the  reinvest- 


ment of  dividends  and  can  provijl 
corporations  with  a  steady  source  oi 
new  equity  capital,  are  a  case  in 
point.  Companies  offering  such  plans 
include  Exxon,  General  Motors  an<j 
AT&T.  In  1975  AT&T  shareholder! 
bought  $327  million  of  its  stocl 
through  a  dividend  reinvestment  plan 
Dividend  reinvestment  plans  coulc 
become  an  important  source  of  capi 
tal  if  reinvested  dividends  were  eve 
to  receive  special  tax  treatment. 

It's  clear,  then,  that  dividend  polid 
is  an  important  aspect  of  corporab. 
finance  with  broad  implications  fo 
the  vitality  of  the  securities  markets 
Evidence  that  corporations  intend  t< 
return  to  higher  payout  policies  wil 
be  an  important  determinant  of  th< 
future  trend  of  stock  prices.  The  wis 
chief  executive,  the  alert  board  of  di 
rectors  will  examine  their  balancj 
sheets,  their  cash  flow  statements 
and  their  consciences— to  see  if  the 
cannot  more  liberally  reward  thei 
stockholders.  ■ 
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HOW  TO  ADVERTISE  IN 
FORBES  CLASSIFIED 
REGULAR  CLASSIFIED  LISTINGS: 

All  listings  are  accepted  at  the  dis- 
cretion of  the  Publisher.  Line  rate 
is  $16.05.  Minimum  size  ad  is  one 
inch  (14  agate  lines)  costing 
$224.70.  FORBES  will  typeset  with- 
out charge. 

DISPLAY  CLASSIFIED  ADVERTIS- 
ING: Line  rate  is  $15.75.  Minimum 
size  for  display  is  two  inches  (28 
agate  lines)  costing  $440.  Must  be 
submitted  as  film  negative  or 
camera-ready  mechanical  to  size. 
For  specific  requirements  send  for 
order  form. 

FORBES  CLASSIFIED  is  published 
in  the  first  issue  of  each  month. 
Advertising  closing  date  is  the  first 
day  of  the  preceding  month. 
Frequency  discounts  available.  Pay- 
ment must  accompany  order  unless 
from  accredited  agency. 

Contact:    Sarah  Madison 

FORBES  CLASSIFIED 

60  Fifth  Ave.,  NYC  10011 
(212)  675-7725 

FOR  INVENTORS 

FREE  DIRECTORY  OF  1001  CORPO- 
RATIONS SEEKING  NEW  PROD- 
UCTS. Professional,  fee-based  in- 
vention service  company.  For 
important  information  on  Protect- 
ing, Developing,  Marketing  your 
inventions  /  ideas  for  Cash/Royalty 
sales,  write  for  Free  Inventors  Kit 
No.  A-199.  Raymond  Lee  Organiza- 
tion, 230  Park  Avenue  North,  New 
York  City  10017. 


BUSINESS  SERVICES 


FINANCING 

i  •  We  will  factor  your  30-day  invoices  J 
I  (or  longer)  on  tangible  galea.  Immc-  j 

'  diate  cash.  No  rating  requirements.  J 
|  \ 
>  •  We  will  finance  your  weekly  or  J 
(  monthly  installment  contracts  Non  J 
!  tangibles  No  credit  requirements 

(Broker  inquiries  invited) 
TWENTIETH  CENTURY 
Finance  Manager 
(816)561-8900 


WE  ACT  AS  YOUR 
NEW  YORK  OFFICE 

Use  our  address  and  telephone 
numbers  as  your  own.  We  will  re- 
ceive and  forward  your  mail  and 
telephone  messages.  Serving  busi- 
nesses &  individuals  throughout 
the  world  since  1946. 

National  Business  Exchange 
172  Madison  Avenue 
New  York,  N.Y.  10016 
(212)  684-3556 

WANTED 

Expression  of  interest  in  microfilm 
library  of  Insider  Transactions  as 
reported  in  the  Official  Summary 
of  Security  Transactions  and  Hold- 
ings, published  by  the  SEC.  Five- 
year  history  of  over  12,000  issuers 
conveniently  arranged  in  alpha- 
betical sequence  on  16mm  film. 
Box  Alll  FORBES,  60  Fifth  Ave., 
N.Y.,  N.Y.  10011. 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers*  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter,  Dept.  178A. 
23573  Prospect  Avenue,  Farming- 
ton,  Michigan  48024. 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

•  We  maintain  profiles  on  hundreds 
of  professional  representatives  in 
all  fields.  U.S.  and  foreign  coun- 
tries. No  charge  service  to  manu- 
facturers. •  Monthly  Newsletter, 
Tax  Letter,  Bulletins,  and  many 
special  benefits  for  reps  and  manu- 
facturers. Details:  808  Broadway, 
Kansas  City,  Missouri  64105. 


INTERNATIONAL  BUSINESS 

NIGERIA:  Our  corporation  has  suc- 
cessfully established  over  12  major 
Nigerian  joint  ventures  and  large 
export  sales  programs  for  Fortune 
500  companies.  Box  A110,  FORBES. 
60  Fifth  Ave.,  N.Y.,  N.Y.  10011. 


REACH  THE  AFFLUENT  IN 

FORBES  CLASSIFIED 
One  out  of  every  13  FORBES 
subscribers  is  a  millionaire 


CONVENTION  PRODUCTI0 


Ml 


The 

Experienced 
"Meetings  Peopk 

Producers  ol  Successful  Meetings,, 
and  Conventions  •  Audio-Visuals  •  ] 
Multi-Media  •  Films  •  Oramatiratid 
•  Entertainment 

Jack  Morton  Productions  In 

New  York  •  Chicago  •  Washington  • 
Atlanla  •  Houston  •  San  Francisco 


GAMING 


Make  Dough... Like  a  "PR 
in  all  Legalized  Casinos 


7 


Place  only  S  Bets  at  DICE  TABLES 
Atl  numbers  are  in  your  favor 
including  7, 
2.3,4,5.6.7.8.9.  10  11  12  I 

You  win  every  roll ! 
Send  for  FREE  Details 

M.  C.  CORBIN    Dept  Fl 

Be,  869  Rado  C>'v  Sta  NV  NY  tool 
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CAPITAL  &  INVESTMENT  OPPORTUNITIES 


REAL  ESTATE 


I  FREE  BOOKLET 
HELP  AVERAGE 
iSTORS  PROFIT 
IV  WAYS 

19  first  time  ever,  here  s  a  book- 
ribing  the  many  unique  markets, 
tent  mediums  and  services 
le  at  The  American  Board  of 
he  nation's  new  exchange  and 
>lace  serving  average  investors 
irassroofs  level.  The  ABT,  since 
las  offered  highly  competitive 
in  all  its  markets  and  has 
twusonds  of  customers  through- 
i  country  efficiently  and  even 
sly. 

delay  Mail  coupon  below  today, 
e  booklet,  ABT  Markets  and 
lent  Mediums,  describes  the 
rays  ABT  can  help  you  profit  in 
westing  and  trading  activity 


DKLET 


IARKETS  AND 
MEN'f  MEDIUMS" 

sh  my  free  copy,  with  no  obligation 


State  _ 


i 


lerican  Board  of  Trade,  Inc. ' 

ti  Avenue.  New  York.  N  Y  10001  / 


YOURSELF  to  an  inside 
the  vast  over-the-counter 
thru  OTC  REVIEW.  Each 

issue  has  exclusive  fea- 
hard-to-find  data  on  hun- 

companies.  OTC  is  the 
the  growth  companies  of 
and  the  special  "take- 
tuations  of  today.  Send 

$25  for  a  year  (12  issues) 
>r  (6  issues)  to:  OTC  RE- 

pt  FC;  Jenkintown,  Pa. 


JSINESS  OFFERINGS 

MONEYMAKER 

rst  in  your  area  with  the 
argest  computer  portrait 
'he  maker  of  the  system 
expanding  into  different 
his  portrait  system  has 
i  /en  to  be  one  of  the  fast- 
i  _ns  on  your  investment 
I  The  unit  has  over  100  dif- 
Dlications  from  taking  pic- 
[Lantly  to  transfer  to  cloth 
i>  mail-order  business.  The 
llotential  is  fantastic.  Call 

tfPUTER  SKETCH,  INC. 

i  10  Memorial  Drive 

i  ge,  Massachusetts  02139 

(617)  661-4580 
I  )  286-6478  (Chicago) 
5-5556  (Fort  Lauderdale) 


i  Forbes  Classified 

l  or  call:  Sarah  Madison 
th  Avenue,  NYC  10011 

i  (212)675-7725 


DIAMOND 
WHOLESALER-IMPORTER 

House  of  Diamonds  offers  a  wide 
range  of  selections  designed  to 
please  a  discriminating  public.  We 
offer  some  of  the  finest  merchan- 
dise available  without  compromis- 
ing quality  standards.  Send  $5.00 
for  grading  guide  to:  HOD,  P.O. 
Box  1515,  Petersburg,  Va.  23803. 

INVESTORS  WANTED 

Developer  seeks  private  investors 
to  participate  in  ownership  of  strip 
shopping  centers  in  Fort  Pierce  - 
Vero  —  Stuart,  Florida.  Projects  have 
long  term  leases  with  AAA  tenants 
&  Mortgage  Financing.  Contact  P.C. 
Smith  &  Assoc.  P.O.  Box  4373,  Fort 
Pierce,  Florida  33450.  (305)  465- 
1440. 


$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details.  AA  Oil  & 
Gas  Inc.,  2051  East  Camelback 
Road,  Phoenix,  Arizona  85016.  (602) 
955-7600. 

INVESTMENT  SURVIVAL 

Accept  inflation  as  fact  instead  of 
a  threat.  Send  for  free  complete  de- 
tails on  life  income  or  interim  fund 
placement  payable  in  Swiss  Francs 
-  World's  strongest  currency  —  in- 
creasing over  12%  in  real  value 
each  year  since  1971  as  the  dollar's 
purchasing  power  shrinks  7Vz%  an 
naully.  Northstar,  524  CharTes  St., 
E.  Lansing,  Ml.  48823. 

Dept.  f  |      BUSINESS  OPPORTUNITIES 


$700  PER  MONTH  EARNINGS  pos- 
sible filling  out  income  tax  forms  at 
home  or  tax  office  during  tax  sea- 
son. We  show  you  how.  Simple, 
quickly  learned.  Details  mailed  free. 
No  salesmen.  Hurry.  Big  demand. 
FEDERATED  TAX,  2044  Montrose, 
Chicago,  60618. 


HOME  IMPORT 
MAIL  ORDER  BUSINESS 

Big  earnings  in  profitable  hobby  or 
retirement  project.  Deal  direct  with 
overseas  suppliers.  Tax  free  travel. 
Newest  products  at  fraction  U.S. 
cost.  200%  or  more  profit.  Full  time 
or  few  hours  a  week.  No  product 
investment.  No  costly  middlemen. 
Famous  world  trader  starts  you. 
Free  report,  "How  to  Import  and 
Export."  Write  Mellinger.  Dept. 
E1591,  Woodland  Hills.  California 
91367.  

TAX  SAVING  & 
VENTURE  CAPITAL  SEMINARS 

Are  you  looking  for  funds???  Do 
you  have  funds  to  invest???  Then, 
these  seminars  in  major  cities  are 
for  YOU!  Act  now  -  registration 
limited.  Write:  FREE  brochure  #28- 
SF.  (Sample  Financial  Newsletter 
$1.00)  STULL  &  CO.,  since  1870, 
3540  Ridge  Rd,  Cleveland,  OH 
44101. 

EXECUTIVE  EDUCATION 

COLLEGE  DEGREES  BY  MAIL 

It  is  honestly  possible  to  earn  a 
legitimate,  accredited  bachelors, 
masters,  or  doctorate  from  well- 
known  universities  without  taking 
any  traditional  courses  whatsoever, 
often  at  surprisingly  low  cost.  Free 
details  from: 

Dr.  John  Bear,  P.O.  Box  EM646, 
45080  Little  Lake  Street, 
Mendocino,  California  95460. 
Or  call  toll-free  800-325-6400 
(in  Missouri  800-342-6600.) 


Strout  WHO??? 

STROUT  REALTY! 

First  in  COUNTRY  Property! 

Big  Catalog  FREE  -  nearly  6.000 
selected  Best  Buys!  -  from  Lake 
Cabins  to  Cattle  Ranches.  Farms  to 
Lovely  Country  Homes  All  Across 
America  -  since  1900.  Get  Ac- 
auainted  -  get  excited  -  in  the 
Wonderful  World  of  our  SPRING 
CATALOG! 

STROUT  REALTY,  Inc. 

60  E.  42nd  St.  (Dept.  171) 
New  York.  N.Y.  10017 

MONTANA  RANCH 

The  owners  of  one  of  Montana's 
large,  virtually  all  deeded  ranches 
has  asked  us  to  handle  the  sale  of 
their  property,  which  lies  in  a  con- 
tiguous block  about  60  miles  north 
of  Billings.  This  is  primarily  an  eco- 
nomical cake  and  grass  type  oper- 
ation running  around  3,000  animal 
units.  It  is  a  quality  ranch  in  every 
respect  and  is  priced  at  $85  per 
deeded  acre  for  nearly  60,000 
acres.  Absentee  management  can 
be  arranged.  QUALIFIED  PRINCI- 
PALS ONLY,  please.  Complete  bro- 
chure available.  Hall  and  Hall  In- 
corporated, P.O.  Box  1924,  Billings, 
MT  59103.  AC406-252-2155. 


REAL  ESTATE 
RESIDENTIAL 


Servinq  Vou  a 
Better  Wait 

through  franchised 
offices  from 
coast  to  coast. 


Realty  USA 

38SS  Lucas-Hunt  Rood  •  St.  Louis,  MO  63121 


WE  have  operating  EXECUTIVE  type 
ranches  for  sale  in  the  million  and 
$2,000,000  bracket.  Managers  avail- 
able. Most  have  good  depreciable 
items  and  AESTHETICS.  FNI-Real 
Estate.  406-682-4201  weekdays:  Jess 
C.  Armitage  406-682-4351  weekends- 
nights.  Ennis,  Mont.  59729. 


FREE  CATALOG 

Big,  Free  Spring  1977  Catalog  de- 
scribes and  pictures  more  than  2,500 
farms,  ranches,  acreages,  recrea- 
tional properties,  businesses,  town 
and  country  homes  in  39  states 
coast  to  coast!  Please  specify  type 
and  location  preferred. 
UNITED  FARM  AGENCY.  612-Y  W. 
47th,  Kansas  City,  Mo.  64112. 

AVAILABLE-BEST  BUY 

Finest  working  ranch  &  show  place 
in  Nevada,  3500  cow  &  calf  opera- 
tion, 10,000  acres  deeded  100,000 
acres  BLM,  turn  key  operation, 
4000  hd.  cattle,  complete  extra 
good  machinery  &  equipt,  Airplane, 
$350,000  main  home  place  house, 
2  other  sets  good  bldgs,  feed  lot, 
all  fenced.  MONTANA-CALIF.  CORP. 
1361  Park  St.  Alameda,  Ca.  94501, 
phone  415-521-0546. 

 AUTOMOBILES 

SAVE  $$$$  ON  NEW  1977  CARS 

Your  Detroit  Connection  offers  new 
1977  luxury  (and  other)  vehicles  at 
Detroit  prices  and  freight  to  save 
cash  buyer  hundreds.  Full  factory 
warranty.  Free  Metro  Airport  pick- 
up at  delivery.  Send  make  and 
model  desired  for  firm  quotation 
to:  BONDED  BROKERS,  2547-S 
Monroe  Blvd.,  Dearborn,  Michigan 
48124. 


FOR  THE  DISCRIMINATORY 

In  Boca  Raton,  Fla.  luxuriously  fur- 
nished 2  BR  deluxe  apt.  3  marble 
baths,  2,320  sq  ft  of  living  area 
plus  3  individual  balconies  which 
overlook  the  Atlantic  Ocean.  Intra 
coastal  Waterway  and  City.  Secu- 
rity is  unsurpassed.  For  further  par- 
ticulars and  color  brochure  please 
call:  Harriet  Arndt  collect  at  (305} 
421-7580  or  write:  The  Admiral's 
Walk,  4141  N.  Ocean  Blvd.,  Boca 
Raton,  Fl.  33431. 

VACATION  IN  BEAUTIFUL 
FLORIDA  KEYS 

Spectacular  Bonefish  Towers  on 
ocean.  Privately  owned  furnished 
condominium  for  rent.  Studios,  1  & 
2  bedrooms,  Sauna,  heated  pool, 
tennis,  golf  nearby,  great  fishing. 
Brochure:  A.  K.  Fletcher,  Agent. 
Phone  (305)  289-0488;  2000  Coco 
Plum  Dr.,  Marathon,  Fla.  33050. 
Good  corporate  hide-away. 

FOR  SALE: 

Luxury  apartment  overlooking  Port 
Everglades  on  the  Southside  and 
beautiful  Ft.  Lauderdale  Beach  on 
the  Northside.  Large  living -dining 
area,  2  BR.  2V2  baths.  2  swimming 
pools,  excellent  security,  closed  cir- 
cuit TV.  furnished,  immediate  occu- 
pancy. $225,000.  Contact:  J.  D. 
Johns.  Davs  (205)  492-7900;  Evegs 
(205)  547-2138.  

ACAPULCO  VACATION 

Villas  for  rent  —  fully  staffed,  pri- 
vate, luxurious  with  pool,  gardens, 
perfect  weather,  view  of  Acapulco 
Bay.  US  company  with  English 
speaking  Acapulco  management. 
Will  meet  you  at  airport.  Safari 
Jeeps  available.  Call  or  write  for 
brochure  —  "A  World  Apart",  1346 
Willowbrook  Mall,  Wavne,  NJ  07470 
toll  free  800-631-7792. 

CONSULTING  &  MARKETING 
SERVICES 

DO  YOU  NEED  ANSWERS? 

—Price  of  tea  in  China? 
-Tax  advantage  of  owning  a  soccer 
team? 

-Can  olive  trees  live  in  California? 
-What  is  market  potential  of  Buf- 
falo chips? 

-A  survey,  a  distributor,  a  private 
school  for  your  child,  a  shrink, 
chicken  sexer,  international  se- 
curity consultant? 
Let  us  help.  Confidential.  Reliable. 

Cost  quotes  and  deadlines. 

Information  Brokers,  Dept  AF,  P.O. 

Box  19843,  Houston,  Texas  77024 

Telephone:  800-448-4511 

AIRCRAFT 

CHARTERS  OR  SALE 


BUSINESS  AND  COMMERCIAL 
JET  AIRCRAFT  OF  ALL  TYPES 
AVAILABLE  FOR  BIDS 


•vrifivuafvu  vrfimim'  »««■». 

(2021331-8000         ?      TLX  89-2587 


PASSENGER  &  CARGO 

707,  727,  747,  720,   DC-8,  DC-9, 
L-1011,  CV-880,  Caravelle,  Comet  & 
VC-10  jetliners  for  sale  or  lease. 
Executive  Comet  available  for  cor- 
porate usage. 
Jetliners,  Inc.  Dick  Drost,  Pres., 
Naked  City,  Roselawn,  IN  46372; 
(219)  987-2000;  telex  72-5486 
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ALL-STEEL  INC.  Second  Cower 

Agency:  Frank  C.  Nahser,  Inc. 


□  ALLIS-CHALMERS  CORPORATION  159 

Agency:  Hoffman,  York,  Baker  & 
Johnson,  Inc. 


AMERICAN  GAS  ASSOCIATION,  INC.  115 

Agency:  J.  Walter  Thompson  Company 


AMERICAN   INTERNATIONAL  GROUP  13 

Agency:  Waring  &  LaRosa  Inc. 


AMERICAN  TELEPHONE  & 

TELEGRAPH  CO   57,  117 

Agency:  N.W.   Ayer   ABH  International 


THE  AUSTIN  COMPANY    83 

Agency:  Creamer/FSR  Inc. 


BABSON'S  REPORTS  INCORPORATED  215 

Agency:  Kenneth  T.  Vincent  Co. 


BEECH  AIRCRAFT  CORPORATION  16 

Agency:  Brewer  Advertising  Inc. 


BLYTH  EASTMAN  DILLON  & 

CO.  INCORPORATED   151 

Agency:  Doremus  &  Company 


n  CHUBB  GROUP  OF  INSURANCE 

COMPANIES   149 

Agency:  Muller  Jordan  Herrick  Inc. 


CITIBANK  Back  Cower 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


COCA-COLA  USA  73 

Agency:  McCann-Erickson,  Inc. 


□  COLT  INDUSTRIES  INC. 

Agency:  Marsteller  Inc 


□  COMMERCIAL  FINANCING 
CONSULTANTS   


54 
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□  COMMONWEALTH  OF  PUERTO  RICO 
ECONOMIC  DEVELOPMENT 
ADMINISTRATION    45 

Agency:  Ogilvy  &  Mather  Inc. 


COMPUTER  CAPITAL  CORPORATION  58 

Agency:  The  Paramount  Agency 
Advertising 


□  CONTAINER  CORPORATION  OF 

AMERICA   63 

Agency:  The  Media  Bureau 

International  Incorporated 


CRANE  CO   32-33 

Agency:  Doremus  Uptown 


CRUM  &  FORSTER 

INSURANCE  COMPANIES  113 

Agency:  Benton  &  Bowles,  Inc. 


DELTA  AIR  LINES,  INC.  125 

Agency:  Burke  Dowling  Adams,  Inc. 


DIAMOND  INTERNATIONAL 
CORPORATION    221 

Agency:  Henderson  &  Rail,  Inc. 


DRAVO  CORPORATION  141 

Agency:  Ketchum,  MacLeod  &  Grove 
Inc. 


EMPLOYERS  INSURANCE  OF  WAUSAU  66 

Agency:  The  Cramer-Krasselt  Co. 


□  EUREQUIP    156 

Agency:  Societe  de  Gestion 

Internationale  de  Publicite 


FMC  CORPORATION    34 

Agency:  Dancer  Fitzgerald  Sample,  Inc. 


□  FEDERAL  OIL  &  GAS  LEASES,  INC.  221 

Agency:  Auld  Advertising,  Inc. 


□  FERRO  CORPORATION  72 

Agency:  Watts  Lamb  Kenyon  and 
Herrick,  Inc. 


□  FIRESTONE  TIRE  &  RUBBER  CO.  122 

Agency:  Sweeney  &  James  Co 


FIRST  TENNESSEE 

NATIONAL  CORPORATION   119 

Agency:  John  Malmo  Advertising,  Inc. 


FLORIDA  DEPARTMENT  OF  COMMERCE 

DIVISION  OF  ECONOMIC 

DEVELOPMENT    16 

Agency:  Arthur  L.  Gray  and  Associates,' 
Inc. 


FORBES  CLASSIFIED  218-219 

FORBES  MAGAZINE   201 

□  GANNETT  CO.,  INC  167 


GENERAL  ELECTRIC  CREDIT 
CORPORATION    162 

Agency:  Riedl  Associates  Inc. 


GENERAL  TELEPHONE  &  ELECTRONICS 
CORPORATION    5 

Agency:  Doyle  Dane  Bernbach  Inc. 


GOULD  INC  

Agency:  Marsteller  Inc. 


95 


□  W.R.  GRACE  &  CO.  145 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


□  GROW  CHEMICAL  CORPORATION  127 

Agency:  Kelly,  Nason  Incorporated 


□  FRANK  B.  HALL  &  CO.,  INC.  206 

Agency:  Doremus  &  Company 


□    HEERY  ASSOCIATES,  INC. 

Agency:  James  Moore  Public  Relatioi 


□    INA  CORPORATION   102-1 

Agency:  Geer,  DuBois  Inc.  Advertisini 


INDUSTRIAL  NATIONAL 
CORPORATION   

Agency:  Ted  Bates  &  Company,  Inc./ 
Advertising 


□    INGERSOLL-RAND  COMPANY 

Agency:  Marsteller  Inc. 


INTERNATIONAL  TELEPHONE  & 
TELEGRAPH  CORPORATION   

Agency:  Needham,  Harper  &  Steers, 
Inc. 


□   ITEL  CORPORATION    961 

Agency:  J.  Musch  &  Associates 


PUL 


MAGAZINE  PUBLISHERS 
ASSOCIATION,  INC.   .  .  . 


□   MANAGEMENT  ASSISTANCE  INC. 

Agency:  G&P  Advertising 


Hi 


MARITZ  MOTIVATION   160- 

Agency:  Vinyard  &  Lee  &  Partners, 


□  THE  MARLEY  COMPANY  

Agency:  The  Foxridge  Agency 


MARYLAND  OFFICE  OF  BUSINESS  AN  OCK 
INDUSTRIAL  DEVELOPMENT  

Agency:  Rasenbush  Advertising 
Agency  Inc. 


MERRILL  LYNCH  PIERCE  FENNER  & 
SMITH  SNC  

Agency:  Ogilvy  &  Mather  Inc. 


n  MOBIL  OIL  CORPORATION   

Agency:  Doyle  Dane  Bernbach  Inc. 


MORGAN  STANLEY  & 

CO.  INCORPORATED  

Agency:  Doremus  &  Company 


NISSHO-IWAI  AMERICAN 
CORPORATION   

Agency:  Cove  &  Cooper,  Inc. 


NORWOOD  PRODUCTS  COMPANY 

Agency:  Robert  G.  Fields  &  Compan 


□  OMAHA  PUBLIC  POWER  DISTRICT 

Agency:  Holland  Dreves  Reilly,  Inc. 


ORTMAN-BLICKMAN  INC. 


n  PANHANDLE  EASTERN  PIPE 
LINE  COMPANY   

Agency:  Rives,  Dyke/Y&R  Inc. 


220 


FORBES.  JANUARY  1,  IS 


On 


la 

m 

(|(, 

to 

torn 
«u 
i!e, 

;UTH: 


APERWEIGHTS,  INC.   210 

Agency:  Brend  Advertising  Associates 


EOPLES  GAS  COMPANY    59 

Agency:  Foote,  Cone  &  Belding 


HILIPS  BUSINESS  SYSTEMS,  INC.  11 

Agency:  Robert  D.  Schoenbrod,  Inc. 


OSTAL  THRIFT  LOANS.  INC.  210 

Agency:  John  D.  Morgan,  Inc./ 
Advertising 

.  ROWE  PRICE  GROWTH  STOCK 

UND,  INC  215 

Agency:  VanSant,  Dugdale  &  Co..  Inc. 

HE  PRUDENTIAL  INSURANCE 

OMPANY  OF  AMERICA   71 

Agency:  Ted  Bates  &  Company,  Inc./ 
Advertising 

ULLMAN  INCORPORATED   157 

Agency:  BBDM.  Inc. 

CA  CORPORATION  139 

Agency:  J.  Walter  Thompson  Company 

APIFAX  CORPORATION  2 

Agency:  GHB  Advertising,  Inc. 


EICHHOLD  CHEMICALS,  INC.  135 

Agency:  Doremus  Uptown 


ESEARCH-COTTRELL  INC.  120-121 
Agency:  Michel  Cather,  Inc. 


HODE  ISLAND  DEPARTMENT 

f  ECONOMIC  DEVELOPMENT    61 

Agency:  Horton,  Church  &  Goff,  Inc. 


OCKWELL  INTERNATIONAL  108-109 

Agency:  Campbell  Ewald  Company 


JYAL  BANK  OF  CANADA   110 

Agency:  Bonney  Edwards  Smet/ 
NCK  Inc. 


.  REGIS  PAPER  COMPANY  76-77 
>  Agency:  Cunningham  &  Walsh  Inc. 


tNTA  FE  INDUSTRIES,  INC   81 

Agency:  Advertising  Direction,  Inc. 


UNDERS  LEASING  SYSTEM,  INC.  49 

Agency:  Tandem  Advertising,  Inc. 


MERSET  IMPORTERS,  LTD. 
t  HNNIE  WALKER  BLACK  LABEL   78 

Agency:  Smith/Greenland  Company 
Incorporated 


iTHEBY  PARKE  BERNET  INC.  105 

Agency:  Communications/ Advertising 


>UTH  CAROLINA  STATE 

VELOPMENT  BOARD   75 

Agency:  Cook/Ruef/Spann  &  Company 


UTHERN  RAILWAY  SYSTEM  52-53 
Agency:  CunningKam  &  Walsh  Inc. 


□  SPERRY  RAND  CORPORATION  20-21 
Agency:  Young  &  Rubicam 
International  Inc. 

: ■■:  STATE  OF  NORTH  CAROLINA 
DIVISION  OF  NATURAL  AND 
ECONOMIC  RESOURCES   69 

Agency:  McKinney  Silver  &  Rockett 

n  STATE  OF  OHIO  DEPARTMENT  OF 
ECONOMIC  AND  COMMUNITY 
DEVELOPMENT    87 

Agency:  Advertising  Bureau 


:  SWISS  BANK  CORPORATION  129 

Agency:  Margeotes/Fertitta  Inc. 
Advertising 


□  TRW  INC  51 

Agency:  Meldrum  &  Fewsmith,  Inc. 

TV  GUIDE  MAGAZINE 

Div.  of  Triangle  Publications,  Inc.     .  .  131 

Agency:  N.  W.  AyerABH  International 

TIGER  LEASING  GROUP  142 

Agency:  McCann-Erickson,  Inc. 

TIME  INTERNATIONAL   187 

Agency:  Young  &  Rubicam 
International  Inc. 

□  U.S.  STEEL  CORPORATION  91 

Agency:  David  W.  Evans,  Inc. 

";  UNARCO  INDUSTRIES,  INC.   26 

Agency:  Herbert  H.  Rozoff  Associates 
Inc. 


UNION  CAMP  CORPORATION  64-65 

Agency:  Sherwood  &  James 
Advertising,  Inc. 


UNITED  TECHNOLOGIES 

CORPORATION  Third  Cover 

Agency:  Marsteller  Inc. 


THE  VALUE  LINE  INVESTMENT 

SURVEY   211 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 


VIRGINIA  DIVISION  OF  INDUSTRIAL 
DEVELOPMENT      24 

Agency:  Webb  &  Athey,  Inc. 


THE  WALL  STREET  JOURNAL  17-18-19 

Agency:  BBDO,  Inc. 


THE  WARNER  &  SWASEY  COMPANY  1 

Agency:  The  Griswold-Eshleman 
Company 


WESTINGHOUSE  ELECTRIC 
CORPORATION  14-15 

Agency:  Ketchum,  MacLeod  &  Grove 
Inc. 


n  WHITE  CONSOLIDATED  INDUSTRIES, 

INC.   107 

Agency:   Dix  &  Eaton  Inc. 


XEROX  CORPORATION  6-7 

Agency:  Needham,  Harper  &  Steers, 
Inc. 


□  YOUNG  RADIATOR  COMPANY  10 

Agency:  Bozell  &  Jacobs,  Inc. 


DIAMOND 
INTERNATIONAL 
CORPORATION 


95th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond  Inter- 
national Corporation  on  December  2.  1976, 
declared  a  quarterly  dividend  of  500  per  share 
on  the  Common  Stock,  payable  February  1, 
1977,  to  shareowners  of  record  January  3, 1977 

GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U  S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  V?  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00.  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Boi  29119.  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243  4253 

Call  loll  free  800-527-2654  eicept  from  Texas 


Perform  a 
death~defying 
act. 

Exercise  regularly 


Give  Heart  Fund 

American  Heart  Assoc  ialiorr 


t. 


-FINANCING- 

•  For  business  expansion,  Industrial,  commercial — 
including  land  acquisition,  building  construction  and 
equipment  •  Pollution  control  correction  •  Hospitals, 
hotels  •  Machine  shop  expansion  •  Agricultural 
processing  facilities. 

Principal*  only— write  details 

Mr.  Bernard  (714-595-7673) 
Commercial  Financing  Consultants 

2102  North  Arrowhead,  Ste.  A 
San  Bernardino,  Calif.  92405 
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■  on  the 

OUghtS  . . .  Business  of  Life 


Christians  are  supposed 

not  merely  to  endure  change, 

nor  even  profit  by  it, 

but  to  cause  it. 

1 1  wiry  Emerson  Fosdick 


Grant  me  the  serenity  to  accept 
the  things  I  cannot  change, 
the  courage  to  change  the  things 
I  can  and  the  wisdom  to 
know  the  difference. 

Re  IN HOLD  NlEBUHR 


Old  and  new  make  the  warp  and 
woof  of  every  moment.  There  is  no 
thread  that  is  not  a  twist 
of  these  two  strands. 
Ralph  Waldo  Emerson 


Lei  us  think  only  of  spending 
the  present  day  well.  Then  when 
tomorrow  shall  have  come, 
it  will  be  called  today,  and  then 
we  will  think  about  it. 
St.  Francis  de  Sales 


There  is  no  life  of  a  man, 
faithfully  recorded,  but  it  is 
a  heroic  poem  of  its  sort, 
rhymed  or  unrhymed. 
Thomas  Carlyle 


When  we  are  planning  for 
posterity,  we  ought  to  remember 
that  virtue  is  not  hereditary. 
Thomas  Paine 


Culture  looks  beyond  machinery, 
culture  hates  hatred; 
culture  has  one  great  passion— 
the  passion  for  sweetness  and  light. 
Matthew  Arnold 


I  shall  adopt  new  views 
as  fast  as  they  shall  appear 
to  be  true  views. 
Abraham  Lincoln 


/  Resolve 

To  strive  to  contribute  something 

to  the  world,  its  work  and 

the  people  in  it. 

To  spend  and  be  spent 

in  worthy  service. 

To  adhere,  the  best  I  can 

to  the  Golden  Rule. 

To  philosophize  more, 

re  calling  ahvays,  when  things  go 

awry,  "This,  too,  will  pass." 

To  try  always  to  see 

viewpoints  other  than  my  own 

To  make  humility  and  simplicity 

so  much  a  part  of  myself 

that  I  shall  become  as  a  child. 

as  one  of  those  of  whom 

the  Master  declared,  "For  of 

such  is  the  kingdom  of  heaven.  " 

B.C.  Forbes 


The  ways  to  knowledge  are 
multitudinous— the  way  to 
understanding  is  devious. 
Charles  B.  Rogers 


Young  men  think  old  men  are  fools, 
but  old  men  know  young  men  are  fools 
George  Chapman 


We  grow  neither  better  nor  worse 

as  we  get  old, 

but  more  like  ourselves. 

May  Lamberton  Becker 


Aging  is  not  simply  decay; 

it  is  an  accumulation  of  choices 

and  consequences  which,  if 

there  is  any  education  at  all, 

consists  also  of  alternatives, 

an  experience  of  strangeness, 

a  sense  of  other  possibilities, 

an  appreciation  of  might-have-beei 

John  Leonard 


With  maturity  comes  the  wish 
to  economize— to  be  more  simple. 
Maturity  is  the  period  when 
one  finds  the  just  measure. 
Bela  Bartok 


The  job  of  inhabiting  the  world 
may  simply  be  too  much  for 
the  human  race  at  its  present 
stage  of  development,  in  which  case 
we  shall  muddle  through  to 
something  or  other— which  could  be 
anything  from  simple  stupor 
to  final  disaster. 
William  Saroyan 


The  character  of  a  generation 
is  moulded  by  personal  character. 
Brooke  Foss  Westcott 


The  fruits  of  humility 
are  love  and  peace. 
Hebrew  Proverb 


Time  heals  what  reason  cannot. 

S  E N  EC A 


A  Text  . .  . 


Sent  in  by  Parker  H.  Ericksen,  C:\s- 
sopolis,  Mich.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to. 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


Lei  not  the  foot  of  pride  come  agat 
inc.  and  let  not  the  hand  of 
wicked  remove  me. 
Psalm  36:11 
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rhe  automobiles  of  Mercedes-Benz, 
The  legend  continues. 


[ercedes-Benz  invented  the 
jtomobile  in  1886 — and  in 
595  produced  the  first  car  ever 
jilt  on  a  production  line.  Over 
ie  generations,  Mercedes-Ben: 
js  perfected  one  engineering 
Ivance  after  another. 

Add  to  that  an  auto  racing 
cord  of  over  4,400  individual 
etories  and  you  have  an  au- 
motive  heritage  unmatched 
y  any  other  car  in  the  world. 

ow  Mercedes-Benz  offers  seven 
^1  separate  and  distinct  models 

sale  in  the  United  States.  Each 
ie  is  unique.  Each  one  continues, 

its  own  way,  the  Mercedes-Benz 

end. 

At  left,  you  see  almost  50  years 
the  life  of  a  legend.  Look  closely. 

how  nobly  time  touches  these 
ercedes-Benz  automobiles.  Their 
peal  is  enduring.  A  characteristic 
at  marks  the  truly  legendary,  and 
tinguishes  it  from  the  merely 
ssing  fancy. 

A  blend  of  future  and  past 

?re  is  disciplined  grace,  the  prod- 
t  of  thoughtful  evolution  in  de- 


}50SEL(/977);  2-.  300SLGullwing(l955); 

3:  500K  Special  Roadster  (1935); 
4.  Super-churned  SSK(1929);  5:  540K 
Cabriolet  B  (1936);  6:  600  ((969) 


Mercedes-Benz  Technical  Specifications 

MODEL 

ENGINE 

DISPLACE- 
MENT 

(CU.IN.) 

WHEEL- 
BASE 
(IN.) 

OVERALL 
LENGTH 
(IN.) 

CURB 
WEIGHT 
(LBS.) 

240D 

4  cyl.  ohc  (fuel  injected) 

146.7 

110.0 

190.9 

3210 

300D 

5  cyl.  ohc  (fuel  injected) 

183.4 

110.0 

190.9 

3515 

280E 

6  cyl.  dohc  (fuel  injected) 

167.6 

110.0 

190.9 

3530 

280SE 

6  cyl.  dohc  (fuel  injected) 

167.6 

112.8 

205.5 

3905 

450SEL 

V-8  ohc  (fuel  injected) 

275.8 

116.7 

209.4 

4080 

450SL 

V-8  ohc  (fuel  injected) 

275.8 

96.9 

182.3 

3815 

450SLC 

V-8  ohc  (fuel  injected) 

275.8 

111.0 

196.4 

3860 

sign.  When  Mercedes-Benz  en- 
gineers create  a  new  car,  their  vision 
is  wide.  They  look  backwards  to  re- 
tain and  improve  on  their  worthiest 
earlier  ideas.  And  forwards  as  well, 
to  blend  in  their  latest  innovative 
technology. 

Thoughtful  evolution  in  design: 
a  mark  of  Mercedes-Benz. 

To  the  eye,  the  changes  that 
have  been  wrought  may  be  subtle. 
Invariably,  though,  they  are  quietly 
beautiful  —  which  shows  how  unerr- 
ingly their  "form  follows  function." 

More  importantly,  the  cars  of 
Mercedes-Benz  are  designed  to  ap- 
peal strongly  to  your  intelligence. 
They  are  honest  cars.  The  promises 
they  make  relate  directly  to  their 
primary  function:  well-engineered, 
safe  transportation. 

One  of  the  seven  Mercedes- 
Benz  models  currently  available  in 
the  United  States  is  in  the  front 
rank,  left:  the  450SEL  Sedan.  Our 
full  offering  is  described  in  the  table, 
above.  Each  model  represents  a 
blending  of  patient  craftsmanship 
with  sophisticated  technology. 


Enduring  value... 
and  enduring  pleasure 

Many  models  of  the  elegant  500K 
shown  here  (No.  3,  Circa  1935)  are 
appraised  at  over  $50,000.  The  rare 

540K  Cabriolet  B  (No.  5,  Circa 
1936)  is  considered  a  genuine  value 
at  $75,000.  And  based  on  average 
official  used  car  prices  over  the  past 
five  years  alone,  the  contemporary 
Mercedes-Benz  automobiles  have 
held  their  value  better  than  any 
other  make  of  luxury  car  sold  in  the 
United  States. 

The  high  retained  value  of 
Mercedes-Benz  cars  is  a  rational  at- 
traction. But  they  have  an  emo- 
tional raison  d'etre,  too.  To  experi- 
ence it,  arrange,  through  your 
Mercedes-Benz  Dealer,  to  drive 
one.  You'll  experience  an  unrivaled 
automotive  pleasure  behind  the 
wheel  of  this  charismatic  car  from 
Mercedes-Benz.  Truly, 
the  legend  continues. 


Mercedes-Benz 


Engineered  like  no  other  car 
in  the  world. 

©Merccdcs-Bcnj.  1976 


Unbroken  line  of  excellence.  Since  1886,  Mercedes-Benz  has  produced  one  classic  automobile  after  another, 
h  one  a  car  engineered  like  no  other  car  in  the  world. 
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Some  companies 

rof  it  by  their  mistakes. 

Other  companies 
rof  it  by  avoiding  them* 

The  subject  is  loss  control. 
And  it  does  for  your  company 
what  the  early  detection  of  illness 
does  for  your  health;  prevents 
the  problem  before  it  has  a 
chance  to  start. 

The  fact  is:  if  your  company 
doesn't  have  a  strong  loss 
control  program  to  reduce  and 
prevent  accidents,  you  should  be 
talking  to  Alexander  &  Alexander 
one  of  the  world's  largest  insur- 
ance brokers. 

Through  our  national  staff  of 
professional  engineers,  we'il 
devise  a  comprehensive  loss 
control  program  that  will  make 
your  company  a  more  attractive 
risk.  At  the  same  time,  the 
program  is  designed  to  cut  your 
operating  and  insurance  costs, 
increase  your  company's 
production,  improve  employee 
morale  and  help  enhance  your 
overall  profit  picture. 

Further,  our  loss  control 
specialists  will  help  you  in 
interpreting  and  complying 
with  OSHA  standards  and 
requirements. 


And  because  no  company  or 
industry  is  exactly  alike,  our 
entire  service  is  custom-tailored 
to  your  special  company, 
your  specific  industry,  in  your 
particular  region  of  the  country. 

To  find  out  more  about 
avoiding  the  mistakes  that  chip 
away  at  profits,  just  call  your 
nearest  A&A  office  or  send  in 
the  coupon  below. 


Information  Service,  Dept.  B 
Alexander  &  Alexander  Inc. 
1185  Avenue  of  the  Americas 
New  York,  N.Y.  10036 

Name  

Company  

Address  

City  

State  Zip  


Alexander 
gA|exander 


At  Merrill  Lynch, 
you  don't  have  to  take  big  risks 
to  share  in  America's  growth 


Here  are  5  different  ways  to  invest  without  going  out  on  a  limb 


Investing  is  like  a  lot  of  other 
things  in  life.  There  are  no 
easy  answers. 

That  applies  even  when  you 
try  to  minimize  risk.  You  can 
put  all  your  money  into  invest- 
ments that  reduce  your  risk  to 
practically  zero.  But  you'll  also 
eliminate  other  things: 

•  The  opportunity  for  a  higher 
return  with  a  level  of  risk  you 
can  accept. 

•  The  ability  to  earn  tax-free 
income,  also  with  an  acceptable 
level  of  risk. 

If  you  don't  want  to  eliminate 
those  things,  you  come  smack 
up  against  "no  easy  answers." 
But  don't  despair.  We  can  help 
—and  the  help  starts  right  here. 

Strategy  1:  Discount  bonds 
plus  growth  stocks 

Some  bonds  (called  "dis- 
count bonds")  sell  for  substan- 
tially less  than  their  maturity 
value— usually  because  they 
were  issued  when  prevailing 
interest  rates  were  much  lower. 
Which  suggests  an  interesting 
low-risk  strategy. 


Total  return  after  10  years, 
assuming  no  growth 
for  stocks:  $43,400 


Let's  say  you  have  $25,000 
to  invest  for  10  years.  You  buy 
$25,000  worth  of  4  percent, 
high-grade  bonds.  But  you  pay 
only  (say)  $18,000.  You  now 
own  securities  that  are  sched- 
uled to  return  $25,000  at 
maturity— say,  in  10  years.  And 
you  still  have  the  $7,000  dif- 


Total  return  after  10  years, 
assuming  9%  yearly  return 
for  stocks:  $50,705 


ference  in  your  pocket. 

Use  this  $7,000  to  invest  in 
selected  growth  stocks  with  an 
average  dividend  yield  of  2  per- 
cent. Then  hold  both  the  stocks 
and  the  bonds  until  the  bonds 
mature.  Meanwhile,  the  bonds 
pay  interest.  Here's  what  it 
could  add  up  to: 


Original  value:  $25,000. 


Assumed  results  of  investment  strategy  #1  (see  text)  using  discount  bonds  and  stocks. 


Assuming  the  total  return 
on  your  stocks  (growth  in  value 
plus  dividends)  comes  to  9  per- 
cent a  year,  you  should  have 
$50,705  in  10  years  before 
taxes,  when  you  sell  the  stocks 
and  cash  in  the  bonds.  In  fact — 
even  if  the  stocks  don't  grow  a 
cent— you  can  still  expect  a  total 
return  of  $43,400  (see  chart). 
Either  way,  it  would  be  a  hand- 
some payout. 

Of  course,  there's  a  chance 
that  the  stocks  could  become 
worthless.  But  even  then  you'd 
get  your  original  investment 
back  from  the  bonds  alone 
unless  they  defaulted,  an 
exceedingly  rare  occurrence. 

Strategy  2: 
Buy  convertible  securities 

Convertible  bonds  and  con- 
vertible preferred  stocks  have 
several  advantages  for  people 
who  want  to  reduce  risks.  They 
are  less  volatile  than  common 
stocks.  They  generally  pay 
higher  income.  (We  know  some 
paying  between  6.6  and  7.6  per- 
cent. )  And  you  can  convert 
them  to  common  stock  in  a  ris- 
ing market,  which  would  help 
you  gain  a  profit. 

But  note:  Convertibles  are  a 
complex  subject  requiring  care- 
ful study.  Ask  a  Merrill  Lynch 
Account  Executive  to  explain 
them— and  to  show  you  our  ana- 
lysts' latest  selections. 

Strategy  3:  A  low-risk 
retirement  plan 

If  you're  self-employed,  the 
U.S.  Government  will  let  you 
invest  15  percent  of  your  salary 
(up  to  $7,500  a  year)  in  a  tax- 
deferred  retirement  plan. 


We  can  show  you  how  to  set 
up  a  plan  based  on  high-quality, 
A-rated  corporate  bonds  cur- 
rently paying  around  8.5  percent 
—tax-free,  until  withdrawal. 

By  investing  $7,500  a  year 
in  a  plan  like  this— and  assum- 
ing you  continue  to  earn  an 
average  return  of  8.5  percent— 
you'd  have  a  comforting 
$93 1 ,000  nest  egg  in  30  years. 
With  relatively  low  risk. 

Strategy  4: 
Discount  municipals  with 
"personalized"  maturity  date 

If  you're  in  an  upper- income 
bracket— and  want  a  lump  sum 
years  from  now  for  college 
tuition  or  retirement— this 
might  be  the  strategy  for  you. 

Start  with  high-rated 
municipal  bonds,  "A"  or  better. 
The  bonds  should  be  discounted 
so  you  can  buy  them  for  less 
than  the  maturity  value. 

Next,  pick  the  maturity 
dates  so  the  bonds  are  scheduled 
to  mature  exactly  when  you 
need  the  money. 

You  should  gain  three  ways: 
You  get  a  capital  gain  on  each 
bond.  Favorable  tax  treatment 
on  the  capital  gain  (usually 
half  your  normal  tax  rate). 


Write:  Merrill  Lynch  Service  Center 
P.O.  Box  700,  Nevada.  Iowa  50201 
You  bet  I'd  like  my  money  to  grow  with- 
out big  risks.  Please  send  me  the  latest 
issue  of  your  magazine,  "Investments  For 
a  Changing  Economy"— packed  with 
risk -cutting  ideas,  detailed  explanations 
and  recommendations. 
NFO0115JIC 


And  tax-free  income  until  the 
bonds  mature.  A  Merrill  Lynch 
Account  Executive  can  help 
you  select  the  bonds. 

Strategy  5:  Buy  stocks 
for  total  return 

All  too  often  a  dollar  saved 
is  a  dollar  nibbled  away  by  infla- 
tion. Interest  rates  don't  always 
keep  up.  But  you  can  fight  back. 

Invest  for  total  return— high- 
dividend  payout,  plus  a  poten- 
tial for  modest  growth  in  value. 
Your  Merrill  Lynch  Account 
Executive  can  show  you  a  list  of 
stocks  that  have  increased  their 
dividends  steadily.  With  stocks 
that  keep  doing  that,  you  may 
not  need  much  growth  to  get  a 
total  return  that  beats  inflation. 

More  low-risk  strategies 

Merrill  Lynch  can  also  show 
you  low-risk  strategies  for  getting 
steady  income.  For  cutting  the 
taxes  on  your  investment 
income.  For  balancing  your 
investment  portfolio.  Or  for 
getting  the  safety  of  a  govern- 
ment guarantee. 

For  details,  fill  in  the  coupon. 
Then  visit  or  call  a  Merrill  Lynch 
office  and  speak  to  one  of  our 
Account  Executives. 


Name  

Arlrlrw 

City  State  Zip  

Business  Home 

Phone  Phone  

Merrill  Lynch  customers,  please  give  name 
and  office  address  of  Account  Executive: 


» Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 

I  .__ 
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Steve  Forbes 


A  Parliament  Of  Owls 

AS      ANY      BIRD-WATCHER  (or 

phrasemaker)  knows,  a  few  par- 
tridges together  make  a  covey, 
a  dozen  or  so  larks  is  an  exalta- 
tion, and  more  than  one  owl 
makes  a  parliament.  A  parlia- 
ment of  owls  is  what  Associate 
Editor  Malcolm  S.  Forbes  Jr. 
(Steve),  29,  is  assembling. 

Each  year,  U.S.  Steel  Corp. 
holds  a  press  luncheon  and  asks 
the  40  or  so  business  journalists 
who  attend  to  make  predictions 
about  the  performance  of  the 
economy  during  the  coming 
year.  The  prize  for  the  journalist 
forecaster  who  comes  closest:  a 
handsome  Steuben  crystal 
owl.  Last  month  Steve  Forbes 
collected  the  owl  for  the  sec- 
ond year  in  a  row. 

To  appreciate  this,  you  have 
to  cast  your  mind  back— first  to 
late  1974,  when  scarcely  any- 
one knew  what  was  going  on. 
The  White  House  had  just  asked 
for  a  tax  increase  to  fight  infla- 
tion. Economists  were  writing  the  papers  predicting  great  depressions, 
zeroed  in  on  the  Dow  Jones  average  (it  was  600  at  the  time)  and 
at  875  for  November  1975— and  won  the  owl.  Last  year,  with  purcl 
agents  predicting  double-digit  inflation,  Steve  filed  a  decidedly  mo 
forecast:  The  inflation  rate  would  be  down  to  about  5.5%  in  Nov< 
1976,  he  said— and  it  was.  At  the  same  time,  he  predicted  that  th 
would  rise  about  75  points,  to  950  (actual:  965),  and  that  by  the 
quarter  of  1976  the  gross  national  product  would  rise  13%,  to  $1.7  i 
(actual:  $1,708  trillion).  Presto!  Another  owl 

So  what  of  this  year?  His  specific  predictions  for  late  1977:  thej 
Jones  average  at  1101.36  (though  it  could  go  considerably  highe^ 
ing  the  year);  the  prime  rate  at  5.5%,  and  long-term  money  availa 
6.5%;  the  GNP  will  grow  by  10%,  to  $1.87  trillion;  the  consumer  price 
will  increase  only  4%;  but  unemployment,  at  7.3%,  will  remain  high. 

How  does  Forbes  arrive  at  his  forecasts?  Computer  models?  S 
number  charts?  Nope.  "I  suppose  it  is  what  Henry  James  called  'th< 
jective  spark.'  I  just  pay  attention."  Isn't  that  just  about  what  you 
pect  from  the  proprietor  of  a  parliament  of  owls? 

Our  Other  Oracle 

"The  Federal  Reserve  Board  has  just  given  what  I  regard  as  a 
signal  that  long-term  interest  rates  are  going  to  continue  declining 
bullish  implication  for  bond  prices  is  obvious."  So  writes  Ben  Webe 
our  economics  editor,  in  this  issue  (see  p.  78),  and  readers  would  bi 
advised  to  listen.  Like  Steve  Forbes,  Weberman  had  a  remarkably  goo 
for  the  bond  market  all  through  last  year. 

Back  last  February  Weberman  was  among  a  very  small  minorit) 
thought  that  interest  rates  would  drop.  Then,  and  subsequently  in 
the  prevailing  view  was  that  interest  rates  would  probably  go  u] 
Weberman  was  right  from  the  start,  and  stayed  that  way. 

He  insists,  however,  that  he  uses  no  crystal  ball.  The  basis  o 
week's  forecasts  is  a  close  reading  of  the  summary  of  a  recent  meeti 
the  Federal  Reserve's  Open  Market  Committee.  A  definite  signal  v 
it,  he  says,  that  others  definitely  missed. 
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How  to  Wake  Up  the 
:inancial  Genius  Inside  You 

illionaires  Are  Not  100  Times  Smarter  Than  You,  They  Just  Know  The  Wealth  Formula" 


Millionaires  are  nut  1 00  or  even  10  times 
iter  than  you.  but  it  is  a  fact  that  million 
;s  are  making  1 0  to  50  and  even  100  times 
re  than  you. 

Are  these  wealthy  people  working  that 
ch  harder  than  you?  No  way! 

If  you  are  working  only  20  hours  a 
ik.  it  would  be  physically  impossible 
lere  are  only  168  hours  in  a  week,  no  one 
>  more. ) 

These  questions  used  to  really  stump  me. 
1 1  was  six  years  ago. 

My  wife  and  I  then  lived  in  Denver.  Col- 
do.  at  2545  South  High  Street.  We  paid 
15  a  month  rent  for  a  cramped,  tumbled 
vn  house.  My  wife  was  expecting  our 
jnd  child  and  we  were  flat  broke.  I  fell 
perate  and  forced  into  a  corner.  1  had  to 
row  SI  50  from  my  father  and  another 
!0  from  my  father-in-law  just  to  buy  the 
ceries  and  pay  the  rent.  If  that  wasn"t 
ugh.  we  were  several  thousand  dollars  in 
t. 

Things  are  much  different  now.  Last 
r  I  could  have  retired  and  lived  off  the  in- 
le  of  my  one  million  dollars  in  real  estate 
dings.  (Incidently.  almost  all  of  the  in- 
le  from  the  real  estate  is  tax  free). 

Since  I  had  worked  20  to  40  hours  a 
■k,  I  know  that  1  didn't  work  even  10 
es  longer  or  harder  than  you.    And  with 

C-average  from  Ames  High  School  (lo- 
;d  in  Ames.  Iowa)  I'm  quite  certain  that 
not  any  smarter  than  you. 

If  hours,  efforts,  or  brains  are  not  what 
irates  the  rich  from  the  average  guy  who 
wainped  with  debts  and  very  little  income, 
i  what  is? 

1  learned  the  answer  lo  that  question 
n  an  old  fellow  in  Denver.  This  fellow 
ked  in  a  drug  store  stocking  the  shelves, 
y  few  people  knew  that  he  had  S200.000 
the  bank,  all  of  which  he  had  earned 
ting  from  nothing. 

Within  a  year  after  meeting  him.  I  was 
I  and  shown  the  same  thing  by  a  young 
l  who  had  recently  earned  over  a  million 
lars.  By  this  time.  I  began  to  realize  that 
it  I  was  being  shown  was  truly  a  remark- 
i  and  workable  way  to  grow  rich 

I  began  to  apply  the  principles  and  me- 
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without  cash,  but  by  the  time  the  deal  was 
complete,  he  had  S5.000  cash  in  his  pocket 
to  boot. 

I  also  showed  him  how  to  buy  a  S26.000 
property  for  S75  down. 

You.  or  anyone,  can  do  exactly  what  1 
did.  or  my  close  friends  have  done;  in  fact, 
you  may  well  do  it  better.  (1  began  doing  this 
in  my  spare  time  only). 

It  doesn't  matter  where  you  live  or  the 
si/e  of  your  town  or  city,  my  formula  will 
show  you  exactly  how  to: 

•  Buy   income  properties  for  as  little  as 
SI 00  down 

•  Begin  without  any  cash 

•  Put  SI  0.000  cash  in  your  pocket  each 
time  you  buy  (without  selling  property). 

•  Double  your  assets  every  year. 

•  Legally  avoid  paying  federal  or  state  in- 
come taxes 

•  Buy  bargains  at  1/2  their  market  value 

•  Allow  you  to  travel  one  week  out  of 
every  month 

When  you  send  me  a  check  or  money 
order  for  S10.  1  will  send  you  all  my  formulas 
and  methods,  and  you  are  free  to  use  them 
anywhere  and  as  often  as  you  would  like. 

Now  if  you  were  a  personal  friend  of 
mine.  I  know  you  would  believe  me  and  not 
need  any  kind  of  guarantee,  but  since  you 
don't  know  me  personally.  1  will  guarantee 
that  you  will  be  completely  satisfied  and  that 
my  formula  will  work  for  you  if  you  apply  it. 
1  will  back  up  that  guarantee  by  not  cashing 
your  check  for  30  days,  and  if  you  for  any 
reason  change  your  mind,  let  me  know  and  I 
will  send  your  uncashed  check  back. 

You  may  well  ask.  why  am  I  willing  to 
share  my  formula  for  wealth?  Well,  because 
many  of  you  will  probably  seek  further  con- 
sultation and  direction  from  me  as  your 
wealth  rapidly  grows  and  my  consultation 
fee  of  S75  00  an  hour  adds  to  my  fortune. 

But  you  shouldn't  care  if  I  profit  as 
long  as  you  profit  And  I  guarantee  that  you 
will. 

By  the  way.  if  you  feel  a  little  uneasy 
about  sending  me  a  check  or  money  order  for 
SI 0.00.  simply  postdate  it  by  30  days  which 
will  completely  eliminate  your  risk. 
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MARK  O  HAROLDSEN 
32  Year  Old  Millionaire 

thuds  I  had  been  shown.  The  results  were 
amazing.  1  couldn't  believe  how  easy  it  was. 
in  fact  it  seemed  too  easy. 

But  then  I  met  an  elderly  lady  (83  years 
old)  who,  although  not  very  smart,  has  made 
SI  1  7,000  using  (he  same  formula. 

I    then    figured    my    beginning  wasn't 

luck 

For  three  and  one  half  years.  I  worked 
hard  to  refine  and  improve  on  the  formula 
that  I  had  been  shown,  so  that  it  would  be 
easy  to  get  quicker  results 

As  I  did  this,  my  assets  multiplied  very 
rapidly  (160'r  per  year)  to  the  point  that  I 
didn't  have  to  work  any  longer 

I  guess  I  am  bragging  now.  but  1  did  start 
spending  alot  of  time  in  our  back  yard  pool, 
traveling  around  the  country,  and  doing  a 
lot  of  loafing. 

Then  one  day  a  friend  asked  me  how  he 
could  do  what  I  had  done. 

So  1  began  to  outline  the  formula 
that  I  had  improved  to  show  him  really  how 
simple  it  was.  and  how  he  could  do  the  same 
thing. 

By  the  next  time  he  approached  me.  I 
had  written  almost  a  complete  volume  on  the 
easy  way  for  him  to  copy  my  results 

1  wrote  this  in  simple,  straight  forward 
language   so   anyone    could    understand  it. 

This  time  my  friend's  questions  were 
very  specific.  (He  had  already  begun  buying 
properties  with  the  formulas  I  had  been  giving 
him).  Now  he  had  a  property  he  wanted  to 
buy.  but  was  out  of  cash.  How  could  he  buy 
if 

I   not  only  showed  him  how  to  buy 
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This  announcement  is  neither  an  oiler  to  sell  nor  a  solicitation  ot  an  oiler  to  buy  any  ot  these  securities 
The  ottering  is  made  only  by  the  Prospectus 


$40,000,000 


'Z^S  Miles  Laboratories,  Inc. 


8.70%  Debentures  due  1996 


Price  100% 

(plus  accrued  interest) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  trom  such  ot 
the  several  underwriters  as  may  lawfully  oiler  these  securities  in  such  State 


Bache  Halsey  Stuart  Inc. 
Dillon,  Read  &  Co.  Inc. 


White,  Weld  &  Co. 

Incorporated 

The  First  Boston  Corporation 
Drexel  Burnham  &  Co. 

Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


E.  F.  Hutton  &  Company  Inc. 


Kuhn,  Loeb  &  Co. 


.azard  Freres  &  Co. 


Lehman  Brothers 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith        Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 


Salomon  Brothers 

Wertheim  &  Co.,  Inc. 


Smith  Barney.  Harris  Upham  &  Co. 

Incorporated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 
Reynolds  Securities  Inc. 
Warburg  Paribas  Becker  Inc. 
Dean  Witter  &  Co. 

Incorporated 
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(If  we're  that  good,  why  aren't  we  famous?) 


t     Lest  our  pitch  for  your 

EUROPEAN  OPERATION  STRIKE  YOU  AS  JUST 
[DO  GOOD  TO  RE  TRUE,  PERHAPS  WE  SHOULD 
MENTION  A  FEW  DRAWRACKS. 


HO  CAN  BLAME  YOU 

r  doubts  when  you  are  told 
at  one  state  generates 
a  third  of  West  German 
GNP,  industrial  employment, 
and  sales; 

nearly  all  the  coal,  some 
70%  of  the  iron  and  steel, 
and  40%  of  the  chemical 
production; 

14%  of  all  Common  Market 
industrial  output  and  over 
10%  of  the  electric  energy; 
that  it  has  more  people 
than  Holland  or  Belgium, 
or  than  Switzerland  and 
Sweden  combined; 
that  a  radius  of  500  km  or 
310  miles  around  the  state 
capital  includes  140  million 
customers  in  six  nations; 


and  that  we're  positively 
urging  free  advice  and  help 
on  you  -  who,  as  we  say, 
can  blame  you  if  you  look 
for  a  catch? 

HERE  ARE  SOME, 
course.  "In  nature  nothing 
n  be  given,  all  things  are 
Id,"  said  your  own 
r.  Emerson. 

HE  CATCHES,  then: 
Wages  in  our  part  of  the 
world  are  high  (though  you 
can  still  expect  a  mark's 
worth  of  work  for  a  mark 
of  pay). 

The  unions  are  strong 
(though  not  tyrannical  or 
jurisdictionally  quarrelsome). 
The  investment  required 
for  environmental  and 
worker  protection  is  greater 
here  than  in  less  advanced 
regions  (though  you'd  want 
to  do  something  of  the 
sort  anyway,  we  imagine). 


•  There's  no  seacoast  and 
hence  no  low-priced  coastal 
land  (though  we  do  have 
the  busiest  inland  port 

in  the  world,  at  the  junction 
of  Rhine  and  Ruhr). 

•  The  "Common  Market" 
around  us  is  a  dozen 
radically  different  markets 
(though  what  markets  - 
and  right  next  door!) 

BY  NOW  YOU'LL  be  wonder- 
ing what  we  mean  by  "We," 
anyhow. 


dure,  and  (very  important) 
key  people  in  state  and  munici- 
palities. 

A  sampling  of  familiar 
worldwide  industrial  names 
here:  Ford,  Mitsui,  International 
Harvester,  General  Motors, 
Babcock  &  Wilcox,  3-M, 
McGraw-Hill,  Burlington, 
Armstrong  Cork.  (This  of  course 
aside  from  such  local  concerns 
as  Mannesmann,  Krupp, 
Henkel,  Thyssen-Rheinstahl , 
or  Bayer-Leverkusen.) 


Chemical  Steel  Agriculture  Mining  Energy  Automotive  Textile  Food  Travel  and 
industry    industry  industry       industry  processing  resorts 


Well,  our  GfW  (Economic 
Development  Corporation) 
is  maintained  by  the  State  of 
North  Rhine-Westphalia 
(NRW  for  short)  to  help  out- 
side companies  set  up  success- 
ful operations,  large  or  small, 
in  our  territory. 

Our  advice  is  expert  and 
confidential  as  well  as  gratis; 
so  far  more  than  4000  com- 
panies have  drawn  on  our 
comprehensive  knowledge 
of  locations,  properties,  proce- 


FOUR  POINTS  may  reassure 
you: 

1.  There  is  still  skilled  labor 
to  be  had  in  NRW; 

2.  and  there  is  property  to 

be  had  if  (like  us)  you  know 
where  to  look. 

3.  The  sources  of  energy  — 
not  only  coal  and  lignite  but 
electricity  and  natural  gas  — 
are  close  at  hand  and  hence 
economical;  no  cross- 
continental  hauls. 


GeseUschaft  filr  Wlitschaftsforderung 
in  Nordrhein  Westfalen  mbH 

Konigsallee  100.  D  4000  Dusseldorf  1,  Telephone  37  05  2?  Telex  8587830 


4.  Road,  rail,  water,  and  air 
link  NRW  with  the  four 
corners  of  the  earth. 

AND  TWO  POINTS  may 

surprise  you: 

1.  A  quarter  of  the  whole  state 
is  forests;  20%  is  nature 
parks;  there  are  59  spas  and 
health  resorts.  Sailing 
regattas  are  held  on  the 
Ruhr  at  Essen. 


2.  North  Rhine-Westphalia 
helps  new  industries  that 
help  themselves.  There 
are  a  variety  of  aid  programs: 
Regional  development, 
environmental  protection, 
small-business  loans,  recon- 
struction loans,  ERP  Special 
Fund.  We  have  a  listing 
in  English. 

TRULY  WE  THINK  our  free 
assistance  is  worth  more  than 
it  costs  you. 


NRW 


Bkj  things  going  on. 


For  starters,  request  our 
general  information  sheet, 
"Big  things  going  on".  Then 
we  hope  you'll  stop  by, 
phone,  write,  or  telex: 

GeseUschaft  fur  Wirtschafts- 
forderung  (Economic 
Development  Corporation  for 
North  Rhine-Westphalia). 


Trends  &Tangents 


DIVERSIFIED. 

trom  typists  to  nurses. 
At  Western. 


Western  is  a  full-service  firm 
supplying  office,  medical,  marketing 
and  industrial  temporary  personnel. 

From  typists  to  nurses  to 
Santas  to  drivers ..  .whatever  your 
need,  Western  temporaries  can  help 
keep  your  work  flowing  smoothly. 

And  you  can  count  on  the 
same  assignment  standards  and  care 
in  selection  at  our  140  offices  across 
the  nation. 

Proven  since  1948.  We're  in 
the  white  pages.  Call  Western  today. 

Western 

TEMPORARY  SEBVICES,  INC 

Western  Girl  (Office) 
Marketing  /  Industrial  /  Medical  /  Santa 

Corporate  Headauarters: 
101  Howard  St.,  San  Francisco,  Ca.  94105 

AN  EQUAL  OPPORTUNITY  EMi't.tiYER,  MALBPEMALE 


Business 


Lightening  The  Load 

To  help  auto  mi. mill. k  liners  meel 
government  standards  of  27.5  mpg  by 
1985,  producers  of  automobile  glass, 
like  Libbey-Owens-Ford  and  PPG, 
have  been  figuring  out  ways  to  light- 
en the  glass  load  in  new  model  cars. 
PPG   has   shaved    IS  pounds  oil  the 

four-door  Chevy  [mpala,  so  the  1977 
model  carries  only  92  pounds  of  thin- 
ner but  stronger  glass;  and  lor  each 
pound  saved,  the  chassis  that  supports 
it  can  be  lightened  by  two  pounds, 
for  a  total  saving  oJ  54  pounds  and  a 
gain  of  one-eighth  mpg.  In  tolo,  the 
carmakers  are  striving  to  cut  1,000 
pounds  from  their  full-sized  cars,  so 
they  are  also  substituting  glass  for 
heavier  components  on  many  models, 
(ilass  producers,  for  their  part,  are 
hoping  the  trend  toward  sunroofs  and 
wider  windows  catches  the  fancy  of 
the  American  driver. 


Jingle,  Jingle 

Ever  want  to  know  tin  complete 
lyrics  to  "I'm  Chiquita  Banana"?  Or 
the  second  verse  to  "See  the  USA  in 
a  Chevrolet"?  A  new  anthology  of 
ad  jingles,  Great  Songs  of  Madison 
Avenue,  gives  the  sheet  music  and 
lyrics  to  115  commercials  of  the  last 
50  years,  uninterrupted  by  television 
or  radio  programs.  The  book  contains 
the  oldest  known  jingle  on  record, 
"Have  You  Tried  Wheaties?"  For  pop- 
ular culture  scholars,  the  book  just 
proves  that  ad  jingles  are  lasting  in 
the  public's  mind  while  entertainment 
is  often  the  more  perishable  commod- 
ity. Indeed,  the  publishing  company 
expects  the  book  to  be  as  big  a  suc- 
cess as  "Tilings  Co  Better  with  Coke." 


Some  Combo! 

The  key  to  a  computer  today  can 
be  the  key  to  priceless  corporate  and 
official  data;  so  government  agency 
scientists  are  now  proposing  what  is 
undoubtedly  history's  most  complex 
combination  lock.  Called  an  "algo- 
rithm," it  is  a  piece  of  integrated  cir- 
cuitry mounted  on  a  tiny  silicon  chip 
that  is  triggered  to  release  informa- 
tion only  when  its  56-digit  binan 
code  is  correctly  dialed.  Those  56  dig- 
its can  be  arranged  in  approximately 
100  million  billion  different  combina- 
tions. Pretty  secure?  Not  indefinitely, 
claims  Dr.  Martin  Hellman  of  Stan- 
ford University.  He  estimates  a  $20- 
million  machine  could  in  one  day  try 
each  combination  until  it  broke  the 


code— and  that  this  same  machii 
may  cost  under  $200,000  with  th 
coining  decade's  anticipated  advance 
in  electronics,  a  price  well  within  th 
range  of  certain  corporate,  not  t 
sp<  ak  ol  international,  spies.  Hellman 
proposal:  Add  eight  more  digits  t 
the  56,  and  the  decoder  require 
would  today  cost  a  safe  $5  billion 


Switcheroo 

To  save  electricity,  European 
sometimes  light  public  places  like  foy 
ers  and  elevators  with  special  fixture 
that  turn  oil  automatically  in  half 
minute  or  so.  Americans  have  ger 
erally  considered  such  dev  ices  quairj 
But  businesses  and  institutions  do  ncj 
consider  high  power  bills  quaint,  an 
may  soon  resort  to  a  new  energy-say 
ing  device  called  Energy  Activaticj 
Systems  Equipment  (EASE).  It  use 
ultrasonic  waves  to  detect  a  persoj 
entering  a  monitored  space,  and  autd 
matically  switches  on  lights  and  heat 
ing  or  cooling  systems.  (When  th 
room  is  empty  they  automatical 
switch  oft.)  EASE  is  manufactured  b 
a  joint  Israeli-American  ventui 
named  Elcobar.  What  about  firms  thd 
leave  lights  on  around  the  clock  t 
prevent  crime?  Says  an  Elcobar  exec 
utive,  "It  would  be  a  real  surprisj 
deterrent  for  the  lights  to  switch  a 
when  a  burglar  enters." 


Sign  In,  Please 

Picking  up  on  an  old  companJ 
trick  of  getting  salesmen  to  repoj 
their  customer  calls  by  putting  th 
report  form  on  their  expense  sheet! 
IT  Corp.  stamped  a  shareholder  sil 
vey  on  the  back  of  its  quarterly  di\l 
idend  checks.  The  ploy  produced 
54%  response  from  shareholders  1 
about  one-third  of  the  company's  oul 
standing  shares.  Some  400  Streel 
name  shareholders  even  provided  the) 
names,  addresses  and  number  6 
shares  held.  Two-thirds  of  die  ra 
spondents  said  they  had  acquirej 
their  stock  through  outright  pui 
chases,  nearly  all  ranked  dividend, 
and  long-term  growth  as  then  majcj 
investment  goals.  A  few  even  offerej 
unsolicited  words  of  encouragement 


No-Smoke  Break 

Smoking  is  now  banned  in  some  rei 
taurants,  department  stores,  elevators 
sections  of  airliners  and  other  publl 
places  largely  because  nonsmokel 
have  flexed  their  political  muscle.  Arn 
nonsmokers  may  win  another  rounl 
if  a  pilot  program  started  by  a  Sal 
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Announcing  STANDARD  &  POOR'S 


s375»  BONUS  to  Individual  Investors! 


THE  NEW  1977  STOCK  MARKET  ENCYCLOPEDIA 


A  Uniquely  Important  Publishing  Event— The  Results  of 
Standard  &  Poor's  Multi-Million  Dollar  Research  Over 
The  Years  Into  The  Investment  Merits  of  1 ,020  Common 
Stocks  Published  In  ONE  Comprehensive,  Easy-To-Use 
1 ,024  Page  Reference  Volume! 


•  Company's  fundamental 

position 
|  Products  and  services 

supplied 
I  Profit  picture  over  the  years 
I  Profit  potentials  for  the 
future 

|  Stock's  market  performance 

over  the  years 
|  How  much  profit  per  dollar 
of  sale 

ICurrent  assets  and  current 

liabilities 
IWhat  is  the  capitalization 
I  Recent  developments 
affecting  company 
iTrading  volume  of  stock 
|  Dividend  history  and 

projection 
|  A  look  ahead  into  company's  | 

planning 
|  An  evaluation  of  future 

potentials 
land  Much,  MUCH  MORE' 


Responding  to  the  greater-than-ever  need  of  in- 
vestors for  the  meaningful  FACTS  and  FIGURES 
upon  which  sound  investment  decisions  can  be  based, 
Standard  &  Poor's  has  created  this  authoritative 
STOCK  MARKET  ENCYCLOPEDIA  -  containing 
we  believe,  more  significant  information  on  a  greater 
number  of  stocks  than  has  ever  before  been  assembled 
between  the  covers  of  one  book. 

With  its  comprehensive  reports  on  1,020  widely-traded 
stocks  — each  including  Standard t&  Poor's  carefully 
spelled  out  opinion  of  the  future  course  of  operations 
for  these  companies  . . .  with  its  tens  of  thousands  of 
mportant  investment  facts  that  answer  practically 
any  question  you  may  have  regarding  a  stock...  with 
its  over  1,000  individual  stock  charts...  it  is  an  in- 
valuable addition  to  your  investment  library.  Most 
important,  it  could  open  your  eyes  to  new  profit  op- 
portunities putting  you  a  great  stride  forward  — 
acting  on  sound  information  before  you  buy  or  sell 
a  stock. 

We  are  so  certain  of  the  dollar  and  cents  value  of  this 
unique  ENCYCLOPEDIA  to  you,  we  want  you  to  use 
it  and  profit  from  its  use  in  conjunction  with  a  10 
weeks  $24.50  trial  of  Standard  &  Poor's  famous 
weekly  Investment  Service,  The  OUTLOOK,  normally 
$110  a  year  —  and  not  pay  ><s  one  additional  penny  for 
this  $37.50  volume!  Furthermore,  if  at  any  time  dur- 
ng  this  period  you  feel  you  are  not  getting  many 
times  your  money's  worth  from  the  weekly  editions 
of  The  OUTLOOK,  cancel  it  and  receive  a  prompt 
refund  on  the  unused  part  of  your  subscription.  The 
$37.50  STOCK  MARKET  ENCYCLOPEDIA  remains 
your  property  regardless!  But  because  we  have  only 
a  limited  number  of  STOCK  MARKET  ENCYCLO- 
PEDIAS available,  we  urge  you  in  your  own  interest 
to  mail  the  Coupon  below  at  once. 


1977 


on  1 


•  1,024  Information- 
Packed  Pages!  •  Indi- 
vidual Full-Page  Reports 
,020  Stocks  •  Over  1,000 
"3  Way"  Charts! 


AN7-4FON02 

Standard  &  Pom  's  Corporation 
:t45  Hudson  Street,  New  York,  N.Y.  1U011 

Please  enter  my  tax  deductible  10  week  Trial  Subscription  to  the 
weekly  OUTLOOK,  and  bill  me  only  $24.50.  Include  the  $37..r>0 
BONUS  11(77  STOCK  MARKET  ENCYCLOPEDIA  at  no  extra  cost. 
If  at  any  time  I  wish  to  cancel  my  subscription,  I  will  receive  a  pro- 
rata refund  on  the  unused  portion.  The  ENCYCLOPEDIA  is  mine 
to  keep  in  any  event.  □  Check  enclosed.  □  Bill  me  later. 


Mail  Coupon  to  STANDARD  &  POOR'S 
345  Hudson  Street,  New  York,  N.Y.  10014 


NAME. 


ADDRESS, 


CITY- 


STATE. 


SIP. 


No  assignment  of  this  agreement  without  subscriber's  consent 


If  your  company  markets  nationally,  you  need  a  bank  that  performs 
nationwide  -  at  the  grass  roots  as  well  as  in  the  money  centers. 

Here's  how  First  Chicago,  organized  since 1904  on  lines  that  make 
it  a  truly  national  institution,  serves  your  company  nationwide 
with  nine  regional  offices  across  America. 


Wherever  your  company  is  lo- 
cated in  America,  there  are  important 
advantages  to  be  gained  when  you 
bank  with  a  truly  national  bank. 

What  do  we  mean  by  national 
bank?  We  mean  something  more  than 
the  technical  term  that  describes 
banks  organized  with  the  approval  of 
the  Comptroller  of  the  Currency.  By 
national  bank  we  mean  a  bank  that  is 
truly  national  in  scope  and  capability, 
that  can  provide  corporate  banking 
services  as  a  matter  of  course,  to  cus- 
tomers located  anywhere  in  the 
nation. 

lb  be  national,  a  bank  has  to  work 
at  it.  Here's  what  we've  done  and  are 
doing  to  bring  true  national  banking 
to  you. 

National  banking  on 
your  own  home  ground. 

Today,  on  Peachtree  Street  in 
Atlanta,  on  Fifth  Avenue  in  New 
York,  in  Baltimore,  Boston,  Cleveland, 
Houston,  Kansas  City,  Los  Angeles 
and  San  Francisco,  nine  expertly 
staffed  First  Chicago  regional  offices 


are  bringing  national  banking  ser- 
vices to  companies  of  all  sizes. 

The  services  made  available  by 
these  nine  offices  are  as  broad  and 
varied  as  banking  itself,  and  you  can 
pick  and  choose  among  them  accord- 
ing to  your  company's  needs. 

Wherever  you  are  located,  what- 
ever services  you  need,  it's  important 
to  know  there's  a  First  Chicago  re- 
gional office  capable  of  bringing  you 
the  total  resources  of  a  $19  billion 
banking  corporation. 

Industry  expertise 

keeps you 
in  financial  touch 
with  the  nation. 

Tb  get  the  most  from  a  banking 
relationship,  you  need  a  bank  that 
understands  the  ins  and  outs  of  your 
business.  Not  only  how  it  operates  on 
your  own  home  ground,  but  how  it 
operates  across  the  nation. 

In  1904  we  organized  our  loan 
divisions  to  service  specific  industries 
instead  of  the  geographical  areas 


those  industries  were  located 
day  First  Chicago's  nationwid 
try  expertise  is  readily  availa 
through  our  regional  offices 


James  Giffin,  manager  of  First  Chicagd 
Angeles  regional  office,  and  Joseph  Ltj 
manager  of  First  Chicago's  Edge  Act  qj 
Angeles  discuss  their  customers'  probl 
ing  is  a  service  business,"  says  Giffin.  1 
he  close  to  your  customers  " 

National  banking  b 

First  Chicago 
spreads  money-cent 
dollars  nationwide 

For  companies  far  removfi 
money- center  cities,  First  Chi 


banking  can  bring  new  and 
y  dependability  to  your 
lgs. 

there  are  other  money-center 
s  available.  Working  through 
ional  office,  First  Chicago's 
te  Finance  Division  acts  in  an 
capacity  to  help  you  get  10- 
ir  private  placement  money, 
t  Capital  Corporation  will 
growing  companies  that 
iture  capital.  Our  First  Chi- 
estment  Corporation  invests 
iged  buy-outs,  preferred 
ues,  financing  of  acquisitions, 
t  Chicago  Leasing  Corpora- 
ales  your  company  to  expand 
without  borrowing,  by  leas- 
)  and  equipment. 

,  too,  is  national  banking  by 
icago.  Money-center  banking 
wn  backyard. 

How  to"scrape  up" 

thousands 
)f  free  dollars  a  year. 

500,  $32,600,  $684,000, 
These  dollar  amounts  are 
let  savings  achieved  by  com- 
lstituting  First  Chicago  cash 
nent  systems. 

r  First  Chicago  regional  office 
he  most  sophisticated  cash 
nent  services  to  work  for  you 
v,  including  techniques  deve- 
;hin  the  last  two  years  to 


serve  many  of  the  nation's  100  top 
corporations. 


Norman  McClave  and  James  McCormick  of  First 
Chicago's  Atlanta  office  plan  cash  management 
corporate  finance,  and  international  seminars  for 
their  customers  with  Norman  Raedle,  Division 
Head  for  Regional  Offices 


National  banking 
delivers  the  world 
to  your  doorstep. 

American  exports,  even  if  you  ex- 
clude wheat,  are  on  the  increase. 
Overseas  activity  —  including  interna- 
tional trade  and  the  establishment 
of  foreign  subsidiaries— may  offer 
your  company  the  single  most  produc- 
tive opportunity  for  sustained,  solid 
growth. 

First  Chicago's  offices  deliver  an 
extensive  international  capability 
right  to  your  doorstep.  They  can  do  so 
because  First  Chicago  is  more  than 
just  a  money-center  bank.  It's  a  lead- 
ing international  bank,  too,  with  81 
facilities  in  37  countries  (for  the  com- 
plete list,  see  the  bottom  of  next 
column). 


The  national  bank.  It  has  be- 
come more  than  just  a  technical  term 
with  First  Chicago's  national  bank- 
ing now  serving  more  than  10,000 
customers  across  America. 


For  on-the-scene  national 
banking  services  call  the 
First  Chicago  regional  office 
nearest  you. 


ATLANTA 

KANSAS  CITY 

Norman  McClave 

Russell  Ewert 

(404)892-0966 

(816)  471-3880 

BALTIMORE 

LOS  ANGELES 

Robert  Probasco 

James  Giffin 

(301)547-8700 

(213)  628-0234 

BOSTON 

NEW  YORK 

Daniel  Holland 

Donald  Glickman 

(617)  247-4040 

(212)  751-3910 

CLEVELAND 

SAN  FRANCISCO 

William  Burk 

Ronald  Zech 

(216)  781-0900 

(415)  788-4311 

HOUSTON 

Bob  Street 

(713)  236-8851 

First-hand  information, 
from  37  countries. 

NORTH  AMERICA:  Atlanta;  Baltimore; 
Boston;  Chicago;  Cleveland;  Houston, 
Kansas  City;  Los  Angeles,-  Mexico  City; 
New  York;  San  Francisco,-  Toronto. 
EUROPE:  Amsterdam;  Antwerp;  Athens; 
Bristol;  Brussels;  Cardiff;  Channel  Islands; 
Dublin;  Dusseldorf;  Edinburgh;  Frankfurt, 
Geneva;  Leicester;  London;  Madrid;  Milan; 
Munich;  Newcastle;  Paris;  Piraeus;  Rome; 
Rotterdam;  Stockholm;  Warsaw.  MIDDLE 
EAST:  Abu  Dhabi;  Beirut;  Cairo,  Dubai; 
Sharjah;  Tehran.  AFRICA:  Lagos;  Nairobi 
LATIN  AMERICA:  Bogota;  Caracas; 
Guatemala  City;  Panama  City;  Sao  Paulo. 
CARIBBEAN:  Bridgetown;  Cayman  Is- 
lands; Kingston;  Montego  Bay;  Ocho  Rios, 
Port-au-Prince.  ASIA:  Bangkok;  Hong 
Kong;  Jakarta;  Seoul;  Singapore;  Tokyo. 
PACIFIC:  Manila;  Melbourne;  Sydney. 
©1976.  The  First  National  Bank  of 
Chicago.  Member  FDIC. 


First  Chicago© 

The  First  National  Bank  of  Chicago  ^Qgjr 

Productive  banking  for  productive  businesses. 


YOURS  FREE 
A  GIFT  FROM  THE  RICHEST  MAN  IN  THE  WORLE 

THE  LATE  J.  PAUL  GETTY 


MY  FRIEND, 

I'm  getting  old  ,  and  I  don't  have  much 
longer  to  live.  Unless  I  do  this  now,  when  I  go 
the  secret  goes  with  me. 

What  I  am  about  to  give  you  is  KNOW 
LEDGE. ..the  knowledge  that  men  have 
been  searching  for  since  time  began. 

I  used  to  be  an  ordinary  man.  I  spent  the 
early  part  of  my  life  stumbling  in  the  dark, 
trying  to  find  a  way  to  make  all  the  dreams  I 
had  as  a  young  man  come  true.  I  wanted, 
like  most  young  people,  to  be  wealthy, 
admired,  respected.  I  wanted  love  and 
happiness.  I  also  had  many  questions  about 
life  and  I  wanted  some  answers.  Yet,  no 
matter  how  hard  I  tried,  everything  always 
seemed  to  be  kept  from  me.  As  though  it 
was  all  hidden  in  the  very  next  room,  a  room 
whose  door  was  impenetrable  without  the 
right  key. 

After  years  of  being  kept  from  those 
things  that  I  wanted  most  in  the  world  my 
spirit  could  have  easily  broken  if  I  allowed 
myself  to  become  consumed  with  failure 
and  rejection.  Little  could  I  know  then  how 
lucky  I  was  for  this  to  have 
happened  to  me.  For  some- 
thing grew  inside  me  that  would 
not  let  me  rest  until  I  found  the 
answers  that  would  bring  me 
all  the  things  I  so  desperately 
wanted. 

This  was  the  beginning  of  a 
search  that  would  become  an 
obsession.  To  find  the  know 
ledge  that  I  so  desperately 
longed  for  and  knew  must  exist 
somewhere.  The  inspiration  of 
the  great  men  of  the  past  took 
much  of  the  torment  away.  The 
multimillionaires  and  recluse 
billionaires  that  seemed  to  have 
the  world  at  their  beck  and  call. 
The  men  that  were  able  to 
control  the  very  destinies  of 
nations.  How  they  held  respect 
and  admiration,  how  they  were 
rich  and  powerful  but  not  me, 
never  me.  What  did  all  these 
great  men  have  that  I  didn't? 
I  knew  there  must  be  an  answer 
and  I  dedicated  my  life  to  finding  it  ;  because  I 
knew  there  could  be  no  true  life  for  me  until 
I  did. 

I  started  to  read,  to  do  research  into  the 
past.  I  spoke  with  and  studied  of  the  richest, 
the  most  powerful,  as  well  as  the  wisest  men 
of  my  time.  I  read  every  possible  piece  of 
literature  that  I  thought  would  hold  a  clue. 
I  delved  into  the  oldest  recorded  writings  of 
the  ancient  civilizations.  I  studied  and  I 
learned.  Trying  almost  insanely  to  put  all  the 
pieces  of  this  great  puzzle  together.  I  kept 
asking  myself,  what  did  these  men  have? 
What  did  they  have  that  I  didn't  and  how 
could  I  get  it? 

I  involved  myself  in  all  sorts  of  sit- 
uations trying  to  put  into  practice  what  I 
had  learned.  I  traveled  with  the  hope 
that  the  answers  might  somehow  lie 
beyond  the  horizon  and  though  I  didn't 
find  them  there,  1  know  now  that  the 


proverb,  "Seek  and  ye  shall  find,"  couldn't 
be  more  true.  For  when  the  answers 
were  finally  revealed  to  me  they  came  in 
a  way  that  I  could  not  directly  attribute 
to  any  place  I  had  been  or  any  individual 
effort  I  had  made  to  find  them.  It  was  as 
though  my  mind  had  crossed  into  a  new 
frontier,  a  frontier  that  I  was  certain 
relatively  few  men  had  ever  gone  into 
before.  Suddenly  I  saw  the  whole  world 
differently,  what  seemed  confusing 
before  I  could  easily  understand.  What 
was  unobtainable  before  suddenly 
became  easy  to  get.  The  things  that 
people  saw  one  way  I  saw  differently  as 
though  I  could  detect  more  aspects  of 
the  same  thing  and  thereby  see  it  more 
clearly  or  as  it  truly  was.  I  had  an  un- 
defined power  that  gave  me  an  advan- 
tage over  everything  I  did.  After  a  while 
I  realized  that  I  was  very  different  from 
before.  I  was  at  last  the  way  I  wanted  to 
be.  I  had  learned  what  I  wanted  to  learn 
and  was  at  long  last  able  to  live  the  way 
I  had  dreamed  and  knew  it  was  possible 


y 


The  late  J.  Paul  Getty  standing  in  the  courtyard  of  his  home  at  Sutton 
Place,  London.  The  knowledge,  wisdom  and  experience  of  this  great 
man  is  now  yours  to  share,  as  he  intended  you  to.  But  it's  up  to  you 
to  make  the  decision  to  accept  it 

for  a  man  to  live. 

It  is  written,  "Once  in  a  thousand  years 
a  man  lives  a  dream."  For  the  last  third  of 
my  life  that  is  exactly  what  I  have  done.  I 
have  lived  with  more  wealth  and  power 
than  any  man  could  ever  want.  I  have 
done  almost  everything  that  I  have  set 
out  to  do.  I  doubt  if  there  has  been  a  man 
who  has  lived  a  more  fulfilled  life  than  I. 
But  now  I  have  only  memories.  This,  in 
my  opinion,  next  to  life  itself,  was  the 
greatest  gift  that  a  man  could  be  given. 
But  now  I  have  come  to  realize  that  if  I 
don't  share  this  knowledge  now  I  may 
never  get  another  chance  to  do  so.  I  now 
know  that  I  am  obligated  to  share  it  and  in 
the  end  this  was  the  way  the  fates  had 
destined  it  to  be. 

I  would  like  you  to  have  my  secret,  but 
you'll  have  to  realize  that  this  ad  will  be 
read  by  many  people,  many  whom  I  do  not 


know  but  a  few  will  be  chosen  to  carry 
for  me  after  I  am  gone.  I  have  written  w) 
I  have  learned  and  published  it  in  a  spec 
limited  edition  book  that  contains  only  2 
pages.  I  have  titled  it  "The  Secret  of  t 
Ages."  I  want  you  to  own  a  copy  of  t 
book  that  is  specially  bound  in  library-ty 
binding,  but  I  want  you  to  pay  for  it.  I  wa 
you  to  send  me  a  check  for  tweti 
dollars  that  you  may  even  postdate  up 
thirty  days  to  eliminate  any  doubt  as  to 
value  and  to  give  it  a  chance  to  prove 
worth  to  you. 

The  reason  that  I  am  asking  you  to 
twenty  dollars  is  that  I  want  to  ma 
sure  that  ycu  read  it  and  I  feel  that  if  you  pa 
twenty  dollars   for   it,    then    it  will 
read. 

With  my  book,  I  will  also  send  you  a  boj 
written  by  the  man  who  was  renowned 
the  richest  man  in  the  world,  a  man  who 
I've  had  great  respect  and  admiration  fi 
the  late  J.  Paul  Getty.  His  book  is  T 
Golden  Age."  I  have  bought  at  gn 
expense,  the  rights  to  publish  this  gr« 
book  after  Jean  Paul's  rec« 
and  sad  departure  from  t 
world.  I  have  also  printed  it 
very  limited  quantities.  T 
book  is  bound  in  special  libra 
type  binding  that  should  allov 
to  last  for  generations  to  com 

I  feel  that  it  is  essential 
read,  along  with  my  book,  t 
message  that  Jean  Paul  want 
you  to  learn... and  acquire  t 
truths  that  took  the  rich* 
man  in  the  world  his  entire  li 
time  to  learn. 

Therefore,  I  am  making  y 
the  following  offer:  If  you  f< 
that  after  reading  my  book  it 
not  worth  many  times  mc 
than  the  mere  twen] 
dollars  you've  paid  for  it,  thi 
send  it  back  to  me  and  I  v 
return  your  uncashed  chej 
immediately.  Not  only  that,  y< 
can  keep  J.  Paul  Getty's  bo^ 
"The  Golden  Age,"  for  yo| 
trouble.  You  can  lose  only 
you  do  nothing. 

If  you  want  to  own  these  two  books,  wri 
on  a  blank  piece  of  paper  the  words  "Sei 
me  the  books,"  along  with  your  name  ai 
address.  Mail  it  along  with  your  check,  th 
may  be  postdated  up  to  thirty  days,  to  m 
Robert  G.Collier,  in  c/o  Collier  Book  Coi 
oration,  Dept.  FB-1,  531  Wyckoff  Ave 
Ramsey,  N.J  07446 

P  S.  Both  of  these  editions  are  bound 
become  collectors'  items  in  the  years  ahea 
Their  inherent  value  will  no  doubt  increa 
with  time... making  them  an  excellent  inve$ 
ment  as  collectors'  items. 

P.P.S.  If  you  have  any  questions 
number  is  (201)  744-3777.  If  busy, 
744-3815  or  744  3784.  N.J.  residents  add  S 
Sales  Tax 

f  1975  c  B  C 
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rends  &Tangents 


tncisco-based  hotel  chain  (Hyatt 
rp.)  proves  successful.  Under  the 
)gram,  the  hotel  designates  a  series 
rooms  or  even  an  entire  floor  at 
50  nationwide  hotels  as  a  non- 
oking  area.  Each  room  is  given  a 
ivy-duty  cleaning  that  includes 
impooing  the  carpets,  vacuuming 
•  drapes,  turning  mattresses,  spray- 
l  disinfectant  and  removing  all 
oking  accessories  except  one  ash- 
V.  Nonsmokers  requesting  a  tobac- 
free  environment  are  assigned  to 
:se  extra  clean  rooms  upon  arrival, 
e  program  began  last  year  after  the 
el  received  a  request  for  the  ser- 
e  from  the  American  Heart  As- 
iation,  which  was  holding  a  con- 
dition there. 

tural  Rubber  Springs  Back 

t's  true— natural  rubber  is  still 
und  and  even  making  new  inroads 
p  the  world  market,  with  sales  con- 
pently  rising.  Natural  rubber's  mar- 
i  share  dropped  from  100%  in  1939 
Must  slightly  over  30%  today,  as 
p-born  synthetic  rubber  took  over 
hi  natural.  But  recent  studies  esti- 
fte  that  natural  rubber  could  attain 
[least  42%  and  possibly  60%  of  the 
rket  over  the  next  15  years  if  an 
hqnate  supply  at  stable  prices  can 
[  maintained.  Highly  elastic  and 
re  resistant  to  heat  than  many  syn- 
tic  types,  natural  rubber  is  current- 
lised  to  some  extent  in  every  com- 
Ircially  produced  auto  tire  in  the 
k.  And  the  increasing  popularity  of 
jials,  which  require  a  greater  pro- 
tion  of  natural,  should  help  to  add 
mice  to  natural  rubber's  recovery 
phe  near  future. 


Washington 


actice  vs.  Theory 

employers  who  have  tussled  with 
shington  over  labor  relations  may 
p  sardonic  pleasure  from  hearing 
t  the  National  Labor  Relations 
ird  is  having  its  own  labor  prob- 
s.  The  NLRB  Professional  Asso- 
lion,  the  union  of  Board  employees, 
intly  charged  Board  Chairman 
ty  Murphy  with  a  series  of  unfair 
:>r  practices  for  failing  to  consult 
a  labor  before  changing  the 
ird's  hiring  policy.  And  the  Equal 
ployment  Opportunity  Commission, 
rdian  of  civil  rights  in  hiring,  has 
n  hit  with  a  series  of  suits  charg- 
race  and  sex  discrimination  in 
OC  employment  practices.  ■ 


What's  the 
best  reason  for 
reading  Barron's  today? 

Tomorrow. 


UP  &  DOWN  Shedding  Fresh  Light 
WALL  STREET      .-  ,  WgSC-aSSxrS 


Every  issue  of 
Barron's  looks 
ahead  and 
reports  ahead 
—  to  keep  you 
ahead.  Ahead 
in  your  under- 
standing of 
what's  happen- 
ing  and  what's 
about  to  happen 
in  the  world  of  business,  in- 
vesting, money.  Ahead  in 
your  business  dealings. 
Ahead  in  your  investment 
decisions. 

Barron's  gives  you  the 
facts,  figures  and  insights 
you  need  to  make  your 
financial  decisions  days, 
weeks,  even  months  ahead  of 
other  news  sources.  Barron's 
will  alert  you  to  early  invest- 
ment opportunities.  And 
give  you  early  warnings 
about  dangerous  situations. 
Again  and  again,  Barron's 
anticipates  tomorrow's  head- 
lines in  its  regular  features 
and  its  special  articles  on 
industries,  companies,  invest- 
ment vehicles  and  trends. 
You'll  find  that  Barron's 
really  knows  the  meaning  of 
covering  the  corporate,  Wall 
Street,  Washington  and  world 
arenas. The  stock,  bond, 


Kojak  Hits  Pay  Dirt 


.~    Message  From  Manila 


■   Swinging  in  Bond. 
11    How  to  Handle  Money 
«    Peak  for  Cocoa? 

•  s~*=  


commodity,  op- 
tions and  money 
markets.  And 
we  do  it  to  help 
you  make  up 
your  own  mind 
about  managing 
your  own  money 
—  for  the  present 
jsg:    §  and  the  future. 

At  today's 
prices,  where  else  can  you 
get  so  much  financial  in- 
sight for  so  little.  For  a  con- 
tinuous source  of  money 
management  information 
week  in  and  week  out  — 
every  single  week  — sub- 
scribe to  Barron's.  Use  the 
coupon  below. 

Today  is  history.Tomorrow  is 

-BARRON'S. 

5  The  Dow  |ones  Weekly  Magazine  For  Investors  ' 
200  Burnett  Road,  Chicopee.  Mass.  01021 

d  Please  enter  my  subscription  for  one  year  at 
$28  (a  28%  saving  off  newsstand  price) 

Di  prefer  six  months  at  $15 
CI  Payment  enclosed.      □  Bill  me. 
Also  send  me  as  a  special  free  gift  a  copy  of 
"  10  Rules  for  Investors!' 


STREET 


STATE 
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PanAms 
got  the  longest  legs 
in  the  business. 


J 


Tokyo 


While  they  may  not  reach  directly  to  your  front 
door,  no  matter  where  you  live  in  the  U.S.  you  can 
benefit  from  Pan  Am's  new  long  distance  flights.  Just 
catch  a  domestic  flight  to  one  of  our  gateway  cities. 

From  New  York  you  can  fly  non-stop  to 
Bahrain  (a  6.601  mile  leg)  and  to  Tokyo  (a  6,754  mile 
leg).  New  Zealand  is  only  one  stop  away,  then  on  to 
Syd  ney.  Returning  from  Sydney,  you  re  still  only  one 
stop  away  from  New  York.  (The  stop  in  both 
directions  is  San  Francisco.) 

From  San  Francisco  you  can  fly  non-stop  to 
New  Zealand,  then  on  to  Sydney,  and  non-stop  back 
from  either  country.  (San  Francisco  to  Auckland,  a 
6.754  mile  leg.  Sydney  to  San  Francisco,  a  7,400  mile 
leg,  is  the  longest  scheduled  non-stop  flight  in 
commercial  aviation  history.) 


From  downtown  Los  Angeles,  you're  only  a 
non-stop  away  from  Tokyo.  (That's  a  5,478  mile  leg.) 

All  these  flights  are  made  possible  by  our 
long-range  747  SPs.  Besides  the  SP.  Pan  Am  has  the 
world's  largest  fleet  of  747s  and  serves  91  cities  in  61 
countries,  on  6  continents. 

And  you'll  get  all  the  comforts  Pan  Am 
passengers  can  take  for  granted.  Choice  of  meals, 
choice  of  movies,  and  plenty  of  room  to  live  in. 

You  might  even  find  that  when  it  comes  to 
flying  long  distances,  our  competition  hasn't  got  a  leg 
to  stand  on. 


America  s  airline  to  the  world. 


See  your  travel  agei 


Readers  Say 


Forbes  Reprint 

To  order  reprints  of  the  FORBES 
essay  (Nov.  75,  7976),  "Inflation 
Is  Now  Too  Serious  A  Matter  To 
Leave  To  The  Economists," 
please  use  the  coupon  below 
and  include  payment  with  order. 

(See  "Aftermath,"  on  page  44 
of  this  issue.) 

Price  Schedule 

1  -     9  copies  $1 .25  each 

10-  99  copies  .60  each 

100  -  499  copies  .50  each 

500  or  more  copies  .40  each 


FORBES  Reprints 
60  Fifth  Avenue 
New  York,  N.Y.  10011 

Attention:  T.  M.  York 

Please  send  me  copies  of  the 

FORBES  essay.  I  have  enclosed  pay- 
ment with  my  order. 

Name  

Address  

City/State/Zip  

[Please  allow  4  weeks  for  delivery.) 


Sue  'Em  Back 

Sih:  I  have  just  read  another  arti- 
cle (this  makes  a  dozen  or  more) 
which  spells  out  how  the  Sierra  Club 
filed  suit  and  blocked  the  develop- 
ment of  the  coal  mines  in  the  Powder 
River  Basin  in  Wyoming.  The  end  re- 
sult was  a  ruling  against  the  Sierra 
Club.  The  many  companies  are  now 
free  to  go  ahead  with  their  plans,  but 
the  delay  has  increased  their  develop- 
ment costs  considerably.  What  I  do 
not  understand  is  why  these  compa- 
nies do  not  sue  the  Sierra  Club  for 
damages.  Why  not  force  the  issue 
and  stop  the  Siena  Club  from  stupid 
ac  tions  like  this? 

—James  K.  Rubick 
Independence,  Mo. 


Envious  Of  The  Rich 

Sir:  Re  "The  Future  Of  Tax  Re- 
form :  A  Talk  With  Expert  Stanley  Sur- 
rey" (Dec.  15).  Every  utterance  of 
Ithis  academician  reveals  his  hatred  for 
Sthe  successfully  affluent.  Freud  would 
baye  had  a  field  day  translating  his 
piatred  of  the  rich. 

—Walter  Annenberg 
Palm  Desert,  Calif. 


Marine  Corps  Pride 

Sik:  I  do  not  need  to  tell  you  that 
kour  article  on  the  U.S.  Marine  Corps 
(Fflcf  and  Comment,  Dec.  15)  hits 
the  target  in  an  area  of  particular 
pride.  That  is,  we  view  ourselves  as 
the  "cutting  edge"  of  our  country's 
'military  force  and  the  "readiest  of  the 
ready  forces."  We  intend  to  remain  so. 

—Louis  H.  Wilson 
General,  U.S.  Marine  Corps, 
Commandant  of  the  Marine  Corps 
Washington,  D.C. 

Sih:  The  lack  of  understanding  of 
!md  appreciation  for  the  kind  of  dis- 
cipline and  loyalty  the  Marine  Corps 
Training  program  exemplifies  is  indica- 
ive  of  a  frightening  loss  of  national 
>ackbone. 

—Charles  E.  Ferree  Jr. 
Vice  President, 
Kent/on  &  Eckhardt  Advertising,  Inc. 

Boston,  Mass. 

Sir:  After  seven  years  in  the  Po- 
aiis  Missile  Submarine  Force,  I  feel 
jualified  to  take  exception  to  your 
oelief  that  the  Marine  Coips  and  the 
pnd  Airborne  are  the  only  units 
•eady  for  instant  commitment.  Po- 
aris-Triton  submarines  are  on  the 
rout  line  24  hours  every  day  as  are,  I 
Ipieve,  the  aircraft  of  the  SAC.  The 


Marines  still  need  a  "few  good  men." 
The  Submarine  Forces  are  loaded. 

—Robert  Chase 
Old  Saybrook,  Conn. 

Sir:  Your  World  War  II  experience 
as  a  machine  gun  section  sergeant 
does  not  qualify  you.  ...  I  will  stack 
up  the  U.S.  25th  Infantry  Division 
as  being  combat-ready  and  tough. 

—Frederick  H.  Kohloss 
Honolulu,  Hawaii 

Sih:  The  101st  Airborne  Division  is 
as  ready,  if  not  more  so,  than  either 
the  U.S.  Marine  Corps  or  the  82nd 
Airborne  Division. 

—J.W.  McDermond  Jr. 
(former  member,  101st  Airborne) 
Newark,  Del. 


All  Things  Being  Equal . . . 

Sir:  Re  the  short  comment  about 
the  "acceptance"  of  black  Americans 
in  Nigeria  ( Dec.  1).  As  a  black 
American  who  has  been  actively  in- 
volved in  the  economic  development 
of  Africa,  and  Nigeria  in  particular, 
for  more  than  12  years,  [I  can  say 
that]  all  things  being  equal,  blacks 
(Americans,  Brazilians,  West  Indians, 
etc.  )  would  be  preferred. 

—Donald  Warden 
San  Francisco.  Calif. 

Sir:  I  was  really  impressed  by  the 
article  on  Nigeria.  It  portrays  not  on- 
ly expertise  but  a  reservoir  of  experi- 
ence on  Nigeria  and  Nigerians. 

—Dennis  Abiye  Amachree 
Vice  President  for  Student  Affairs, 
Wisconsin  State  University 
Superior,  Wis. 


In  A  Different  Category 

Sir:  We  are  disappointed  to  find 
our  company  still  classified  as  "Auto- 
motive" in  your  29th  Annual  Report 
on  American  Industry  (Jan.  1).  Our 
fiscal  1976  annual  report  discloses  that 
71%  of  Gould's  annual  sales  were  in 
"Electrical  products."  Gould  should 
be  classified  in  the  Electrical  Equip- 
ment category,  which  more  accurately 
reflects  Gould's  current  business  than 
does  Automotive. 

-Delbert  O.  Fuller 
Vice  President, 
Gould  Inc. 
Rolling  Meadows,  III. 


Substitute  Life  Insurance 

Sir:  Re  your  article  (Nov.  1)  list- 
ing the  alternatives  needed  to  create 
a  sound  Social  Security  system.  How 


r  

CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  i 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

|  To  order  Forbes,  enter  your  address 

|  on  this  form  and  check  the  sub- 

j  scription  you  prefer.  □  1  year  $18.00  I 

j  □  3  years  $36.00  (the  equivalent  of  I 

j  one  year  free). 

|  Pan-American  and   Caribbean  or-  I 

|  ders,  add  $5  a  year;  other  foreign. 

|  add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


j    State  Zip 

I  F-4826  ! 
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The  newlax  Reform  Bill. 
One  more  reason  to  hold 
your  meeting  at 
Cerromar  or  Dorado. 


Your  tax  lawyers  will  confirm  that  the 
restrictions  of  the  new  Tax  Reform  Bill 
do  not  apply  to  meetings  held  in  Puerto 
Rico.  They  do  apply  to  other  meetings, 
held  outside  U.S.  Territory. 

It's  one  more  reason  to  meet  with  us 
at  Cerromar,  that  stunningly  beautiful 
hotel  designed  from  the  ground  up 
for  meetings.  Cerromar  is  so  near 
San  Juan  (about  20  miles).  Yet  so 
far  (spacious,  lovely  setting). 

Orat  neighboring  Dorado  Beach: 
gracious,  luxurious,  where  your  ^ — . 
smaller  or  executive  meeting  is  L_ 
held  beside  two  miles  of  shore.  I 


Each  offers*  two  Robert  Trent  Jones 
golf  courses,  tennis,  superb  dining,  a 
casino. 

Small  executive  conferences  may 
also  be  held  at  several  of  our  other 
resorts.  For  more  information  on  con- 
ferences at  Cerromar,  Dorado  Beach 
oc  other  Rockresorts  hotels,  con- 
tact Paul  McManus,  Rockresorts, 
Inc.,  Suite  5400,  30  Rockefeller 
Plaza,  New  York,  New  York  10020. 
Telephone:  (212)  765-5950.  (In 
■ — .  Washington  call  202-785-1035.) 

I<L  ROCKRESORTS-INC 


CERROMAR  BEACH  HOTEL 

Dorado  Beach,  Puerto  Rico 


DORADO  BEACH  HOTEL 

Dorado  Beach,  Puerto  Rico 


What  your  home  could 
have  in  common  with  the  Metf 
theTate,  and  the  Louvre. 


great 

Calde 


Beautiful,  original  works  by  artists  who  are  represented  in  the  world's 
museums  and  galleries  can  be  yours  for  very  reasonable  prices. 
We  offer  original  etchings,  lithographs  and  serigraphs  signed  by 
r,  Chagall,  Dali,  Delacroix,  Renoir  and  other  important  artists. 

( Alexander  Calder's  dynamic 
lithograph  "Circle  of  Pyramids" - 
one  of  the  last  created  -  is  just 
one  of  many  fine  prints  we've 
recently  made  available. ) 

Our  expert  advice  and  full 
money  back  guarantee  are  your 
assurances  that  the  art  you  buy 
will  have  lasting  value  and  beauty. 

Send  for  our  colorful, 
descriptive  brochure,  without 
obligation.  _  > 

Original  print  collectors  group,  Ltd/  j 

120  East  56th  Street,  Dept.  F8  .  New  York,  N  Y.  10022 

]  PLEASE  SEND  ME  YOUR  FREE  COLOR  BROCHURE. 
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Readers  Say 


about  getting  the  Government  ou| 
of  this  business?  Let's  require  era 
ployees  and  employers  with,  say,  2( 
years  until  retirement,  to  purchasJ 
life  insurance  from  approved  compaJ 
nies.  Consider  what  kind  of  a  policj 
$1,930  per  year  could  buy. 

—Dale  D.  Schneidel 
Hitchcock,  S.O 


VA  Over  FHA 

Sir:  I  was  pleased  in  "Factorj 
Built  Homes  At  Last?"  (Dec.  15)  tha 
the  Veterans  Administration  was  giveij 
some  recognition  for  the  great  j 
it  has  continued  to  perform.  Having 
worked  with  both  the  VA  and  FHA 
in  a  consulting  capacity  for  manj 
years,  the  difference  can  be  summetj 
up  in  this  manner— FHA  works  dili 
gently  to  find  ways  to  refuse  new 
housing  concepts,  whereas  the  VA 
works  to  find  ways  to  accept  ne\j 
concepts  and  approaches. 

—J.A.  Reidelbach  ]r 
Annandale,  Vat 

A  Gourmet  Is . . . 

Sir:  Re  your  restaurant  ratings  an] 
reviews  (Fact  and  Comment,  Dea 
15).  You  don't  seem  to  have  learner] 
that  the  good  taste  of  food  is  the  real 
son  we  get  in  trouble  with  it.  One  o 
my  friends  tells  me  that  a  Gourmet  i| 
a  Glutton  in  a  white  vest. 

—Randolph  S.  Ackcrmai\ 
Salisbury,  Mass 


Go  Metric 

Sir:  Re  "We  Need  Some  Bold  Ac 
tion  To  Trigger  Confidence"  (Fac\ 
and  Comment,  Dec.  1 ) .  The  cost  ol 
converting  to  the  metric  system  ovei 
the  next  ten  years  will  make  the  im 
petus  of  the  Alaskan  Pipeline,  the 
housing  boom  or  the  space  progranj 
look  like  a  piker. 

—George  H.  Swartslei 
Salem,  Ore\ 


18 


The  Solution 

Sir:  I  may  have  the  definitive 
solution  to  head  off  Ms.  Cooperman's 
controversial  name  change  (Not).  1 51 
Dec.  15,  Jan.  1).  German  offers  a 
monosyllabic,  euphonious  and  genderi 
neuter  alternative  to  the  harshly  al 
literative  unvoiced  labials  of  Cooper] 
person.  I  can't  imagine  the  least  com 
promising  of  female,  male  or  gaj 
chauvinists  objecting  to  being  called  a 
mensch.  Mensch  has  the  additional  ; 
advantage  of  its  Yiddish  connotation) 
a  "fine  person,"  a  soul. 

—Nancy  R.  Neubauei 
Cincinnati,  O/iifl 
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Earnings  Per  Common  Share 

(In  Dollars) 

 4.42 

4.18 
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3.16 
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t  you  should. 

iland,  it's  taken  more  than  oil  and 
make  us  the  $4.3  billion  company 
i  today. 

aken  a  management  with  the 
to  look  beyond  petroleum,  and 


the  wisdom  to  invest  Ashland  expertise 
in  other  fields  such  as  chemicals,  coal 
and  construction.  A  strategy  that  has 
helped  propel  our  earnings  per  share 
from  $2.32  in  1 972  to  $5.03  in  1 976. 

Between  paving  suburban  streets  and 
building  interstate  highways,  Ashland 
Construction,  through  Warren  Brothers 
and  affiliated  companies,  has  become 
one  of  the  largest  firms  of  its  kind— with 
1 71  asphalt  plants,  29  concrete  plants, 
62  crushing  plants  and  morethan  1 0,000 
mobile  equipment  units.  The  company 
also  produces  sand,  gravel  and  crushed 
stone  at  49  locations;  builds  airports, 
parking  areas  and  mass  transit  facilities; 


and  is  deeply  involved  in  excavation, 
grading,  sewer  drainage  systems, 
underground  utilities  and  bridge 
construction. 

The  fact  is,  refining  and  marketing 
petroleum  products  will  always  be 
Ashland's  specialty.  But  directing  our 
talents  where  the  money  is  will  always 
be  Ashland's  business. 


Ashland 

Ashland  Oil  Inc  ,  Ashland,  Kentucky 


The  1977 AUDI 

Our  $5445*  Audi  Fox  Sedan  wirh  new  aerodynamic  fronr-end  design  and  fuel-injected  engine  \ 
propels  rhe  car  from  0  to  50  in  8  seconds  yer  delivers  EPA  esrimared  06  mpg  on  rhe  highway  and 
rhe  dry  for  standard  shift  model  (mileage  may  vary  wirh  driver,  car's  condition  and  eguiprr 
Suggested  1977  retail  price.  PO.E. Transportation,  local  taxes,  and  dealer  delivery  charges,  oddir 
Whitewalls  optional.  - 


EOF  OUR  L 


:k  to  1904  (that's  before  the  Model  T) .  A  history  that  includes  a  succession 
ccomplishments  on  the  track  and  on  the  road.  (Would  you  believe  back 
ie  30s  we  had  such  advanced  features  as  front-wheel  drive  and  dual 

sing  systems?) 

kit  more  important  than  any  specific  feature  of  either  car  is  a  dedication 
ngineering  excellence  and  innovation  that  has  been  a  hallmark  of 
ches  and  Audis  through  the  years.  That  has  separ 
.  That  has  made  them  more  than  just. .  .cars 


RSCHE 

fTVUDI 


/M  PORTIA* 
FROM  ENGlkW 


\ 


BEEFEATER 


Notified  hi 
i  n(j(arid 


THI  QU«I" 
TO  INCi- 
•  t>«  IM 


LONDON  DISTILLED 

DRYGIN 

lifo  BURRQUGH  LIMITED  LONDON  ENG- 
94  PROOF         i&*±Ht>  4/6QUAR' 


KOBRAND  CORPORATION 

NEW  YORK.  N.Y 
Sole  United  State$  *™f>°r"r*  ,plR: 

JELLED  FROM  100*  GRAIN  NEUTRAL  Sri 


Martini 
Masterpiece. 


■  m 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


DURING  THIS  YEAR,  BUSINESS  IS  GOING  TO  BE 

steadily  better. 

THE  BIGGEST  SURPRISE  OF  1976 

Jimmy  Carter. 

THE  BIGGEST  SURPRISE  OF  1977  (TO  DATE) 

President  Carter. 
Campaign  sound  and  fury  seem  to  have  been  replaced  by  sound- 
ness and  firmness,  a  blending  of  caring  with  careful  judgment. 

WHAT  EVER  BECAME  OF 

Ted  Kennedy  and  the  Clan? 


UNDERSTANDING  THE  JAPANESE 

ut  it  doesn't  take  a  psychologist,  a  psychiatrist  or  ex- 
asensory  perception  to  figure  out  what,  for  one  example, 
apanese  TV  manufacturers  are  doing  to  our  own. 
Wiping  them  out. 

Which  is,  overall,  fair  enough  (maybe  that's  not 
le  right  phrase)  if  it's  a  matter  of  superior  quality  at 
ppreciably  lower  cost. 

The  quality's  there  all  right.  But  it  appears  they  are 
elling  at  lower  than  cost  to  finish  mopping  up  our  own 
V  industry.  The  Japanese  have  refused  to  permit  entry 
:  U.S.  lawyers  and  accountants  to  verify  unfair  com- 
etition  because  they  say  it  would  "abuse  their  sovereign- 


MIND  IS  REPUTEDLY  DIFFICULT 

ty,"  which,  to  a  degree,  is  so. 

So,  we  won't  abuse  their  sovereignty. 

Let's  exercise  our  own.  Impose  a  one-sided,  lopsided, 
arbitrary  duty  to  exclude  the  Japanese  sets  until  the  fair- 
ness or  unfairness  of  their  pricing  can  be  determined  in 
fair  fashion. 

Such  action  won't  jeopardize  international  trade,  which 
means  as  much  to  us  as  to  the  rest  of  the  Free  World. 
It  will  just  bring  about  the  kind  of  justice  that  must  pre- 
vail if  the  relatively  free  trade  that  makes  the  Free  World 
strong  is  to  survive  inflammatory  nationalisms  that  often 
threaten  it. 


AIR  BAG  DECISION  DEFLATES  COLEMAN 


I  am  sorry  Transportation  Secretary  Coleman  bows  out 
ind-bagging  on  auto  air  bags. 

He  often  said  he  liked  making  decisions,  and  he  made 
any,  including  some  tough  ones.  But  how  he  could  con- 
ude  that  air  bag  equipment  would  save  12,000  lives  a 


year  and  then  merely  plead  with  the  auto  companies  to 
absorb  a  $48-million  loss  on  a  widespread  testing  pro- 
gram is  beyond  me. 

I  hope  the  air  bag  issue  isn't  as  dead  now  as  the  many 
who  will  be— and  wouldn't  be  if  it  had  been  mandated. 


THERE'S  NO  PAYOFF  IN  THE  POWER  &  THE  GLORY 


>r  95%  of  those  on  the  federal  payroll. 
Taint  the  pay  that  makes  people  want  to  be  Presi- 
snt,   senator,   congressman,   cabinet  secretary,  general, 
nnmissioner  or  Supreme  Court  justice.  But  at  most  every 
her   rank,   from   undersecretaries   to   literal  secretaries 
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(good  ones  of  the  latter  are  harder  to  come  by  than  the 
former),  pay  does  matter  much.  Any  judge,  including  the 
federal  variety,  can't  feed  and  educate  kids  on  the  pies- 
tige  and  consequence  of  his  most  important  position. 
Because  citizens  are  so  often  sore  at  Congress,  they  re- 
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act  apoplectic-ally,  audibly  and  in  writing  every  time  sen- 
ators or  congressmen  consider  raising  their  pay  and  perks. 
The  result  is  a  continued  ceiling  on  many  others  on  the 
federal  payroll. 

While  young  let's-go-get-'em  lawyers  working  for  regu- 
latory agencies  can  look  forward  to  lucrative  remuneration 
from  their  former  game  as  soon  as  they  change  sides 
(Forbes,  Jan.  1,  p.  27),  judges  and  most  other  civil 
service  ranks  are  not  in-and-outers,  not  so  mobile,  not  so 
positioned  (thank  God)  that  they  can  expect  such  even- 
tual payoffs. 

Under  the  experienced,  no-baloney  chairmanship  of  Pete 
Peterson,  chairman  of  Lehman  Brothers  and  former  Com- 
merce Secretary,  the  Commission  on  Executive,  Legislative 


and  Judicial  Salaries  has  submitted  a  listing  of  eminently 
sensible  raise  recommendations,  along  with  suggested 
guidelines  on  an  expanded  code  of  ethics. 

It  should  be  implemented.  The  Carter  Administration 
could  tie  in  a  bit  of  its  reorganization  plan  and  its  inore- 
purity-in-govemment  objectives  with  this  appealing  pay- 
packet  proposal. 

Most  every  dealing  with  the  Federal  Government  that 
citizens  and  business  and  everyone  have  is  not  at  the 
topmost  echelon;  it's  with  far  lower  levels. 

Second-rate  salaries  mean  first-rate  people  won't  contin- 
ue to  serve,  and  the  result  is  second-rate  treatment  by 
second-rate  functionaries.  Let's  pay  well  enough  to  get  and 
keep  those  who  are  good  enough. 


BRITISH  UNDERSTATEMENT  IS  EVER  A  DELIGHT 

In  Harrod's,  London's  huge  and  toney  department  store,  is  this 
civilized  sign  in  elevators  and  elsewhere:  "Please  Try  Not  To  Smoke." 

AN  IMPRESSIVE,  REASSURING  EXPERIENCE 


We're  always  waxing  either  euphorically  or  despairing- 
ly about  the  college-emerging  generation.  As  usual,  they're 
never  as  good  or  as  bad,  as  perfect  or  as  hopeless  as  some- 
times their  words  and  actions  that  hit  the  public  eye  would 
make  them  seem. 

Recently,  I  had  the  privilege  of  serving  on  a  commit- 
tee to  select  two  New  Jersey  nominees  for  Rhodes  Schol- 
arships. It  was  intensive,  hard  work  that  included  one,  and 
sometimes  two,  interviews  with  15  finalists  picked  from  46 
deemed  by  their  universities  qualified  for  consideration. 

Granted  that  these  young  people  have  excelled  unique- 
ly in  grades,  sports,  leadership,  character  and  achieve- 
ment, it's  still  extraordinarily  impressive  to  realize  how 
intelligent  and  how  feeling  and  how  open  and  how  service- 
seeking  are  so  many  among  our  brightest  young. 

In  their  dossiers  candidates  must  include  an  ex- 
planation of  why  they  think  a  Rhodes  Scholarship  would 
be  of  value  to  them.  These  most  prestigious  scholarships 
include  an  all-expenses-paid  two  years  (sometimes  three), 
at  the  Oxford  college  of  their  choice  if  the  University 
concurs  with  the  committee's  selection. 


I  must  share  with  you  the  first  two  paragraphs  of  the 
statement   by   Barbara   Frank   of   Yale   University,  '77: 

"There  is  an  old  story  which  tells  of  a  traveler,  a  kind- 
hearted  soul,  who  met  a  man,  stricken  on  the  road. 
The  man  was  dying  of  the  Plague  and  was  suffering 
greatly.  The  traveler,  determined  to  ease  his  misery, 
managed,  with  much  struggle,  to  carry  him  to  a  nearby 
town.  But  the  man  was  beyond  help,  and  he  died. 
However,  he  had  lived  long  enough  to  spread  his  dis- 
ease among  those  who  had  attended  him,  and  they  soon 
became  ill.  The  village  wise  man  reproached  the  trav- 
eler, saying,  'What  good  is  your  kind-heartedness  if  it 
is  directed  by  ignorance?' 

"The  wise  man's  question  is  fair,  but  only  to  a  point. 
While  he  is  reasonable  in  asserting  the  need  for  knowl- 
edgeable action,  he  ignores  the  ethical  dimension  of  the 
situation  and  advocates  neglect  of  individual  needs  in 
favor  of  the  comfort  of  the  majority.  I  myself  would  not 
want  to  sabotage  kind-hearted  inclinations  with  an  ig- 
norance that  lessens  my  effectiveness.  At  the  same  time 
I  would  not  want  to  lose  sight  of  the  personal  dimen- 
sions of  social  problems.  Although  my  career  goals 
have  changed  over  the  years,  I  have  retained  my  basic 
desire  to  direct  my  attention  toward  active  involvement 
with  people,  people  in  need  of  help,  and  people  in  a 
position  to  help  others." 


DENIM  AND  BLUE  JEANS 

The  day  will  come  when  this  stuff  and  these  cease  to  be 
the  only  cloth  and  all  clothes  to  almost  all  the  populace  „ .  . 
but  don't  hold  your  breath  until  then. 

HUMOR  UNREPRESSED  BY  NEAR  DISASTER 

A  while  ago  an  airliner  aborted  its  takeoff,  and  216     old  Brooklyn  (N.Y.)  resident,  Violet  Wenzel:  "It  was 
passengers  were  evacuated  using  emergency  canvas  chutes     fantastic  experience,  but  I  wouldn't  want  to  do  it  againt| 
when  flames  and  smoke  appeared.  Commented  a  60-year-     My  son  sent  me  a  ticket— such  favors  I  don't  need." 


NECESSITY  IS  THE  MOTHER 

of  motivation. 


WISHFUL  THINKING 

is  a  contradiction  in  terms. 
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-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Pilots  Hit  First 

Today,  U.S.  air  travel  is  the  safest 
node  of  transportation— at  least  10 
imes  as  safe  as  travel  by  private' 
tuto,  even  though  today's  jetliners  fly 
10  times  as  fast  as  a  car  averages  on 
he  highway. 

When  airplanes  crash,  many  people 
ire  quick  to  blame  "pilot  error." 

This  is  a  charge  that  understand 
ibly  rankles  the  men  who  fly.  Not 
>nly  is  the  accusation  frequently  un- 
leserved,  but,  as  pilots  point  out, 
We're  usually  the  first  at  the  scene 
>f  an  accident." 

-Peter  Reich  in  the  Chicago  Tribune 

One  Cyclist  Down 

I  tell  you  something  else  Carter 
ikes  but  hasn't  been  doing:  He  likes 
I  ride  a  motorcycle.  I  don't  think  he's 
>een  on  one  in  many  years.  Some  of 
he  kids  wanted  to  show  him  riding  a 
notorcycle  the  first  time  he  was  mil- 
ling for  Governor.  I  put  a  stop  to  it. 
^nd  I  think  he  went  out  of  the  motor- 
ycle  business. 

—Charles  Kirbo,  close  Carter  friend 
*    *  * 

Once  in  the  White  House,  Carter 
dans  to  give  up  two  of  his  favorite 
orms  of  recreation— hunting  and  mo- 
orcycle  riding.  Cycling  once  was  one 
f   the    President-elect's    pet  diver- 


sions, although  he  has  done  little  in 
recent  years.  The  Secret  Service  takes 
a  dim  view  of  both  ac  tivities. 

— 17.  S.  News  6-  World  Report 


TELL  IT  LIKE  IT  IS  Sy  ounagin 


"My  plan  would  jtimulata  th*  economy  while  hold- 
ing down  inflation  .  .  .  Urge  th*  people  to  bit*  the 
bullet,  tighten  their  belts,  and  »pend  mora  money." 

—by  Ralph  Dunagin, 
Courtesy  Field  Newspaper  Syndicate 

Junkie  Consumers 

Humanity  is  rapidly  draining  the 
earth  of  those  materials  which  it  re- 
quires for  survival  and  carries  on  with 
a  childlike  trust  that  its  two  great 
magicians,  science  and  technology, 
will  perform  the  necessary  rituals  to 


change  a  finite  planet  into  an  infinite 
cornucopia.  The  industrialized  West- 
ern world,  led  by  the  United  States, 
is  not  only  consuming  more  than  a 
lion's  share  of  the  earth's  resources, 
but  believes  it  has  some  inherent  right 
to  do  so. 

Despite  the  obvious  handwriting  on 
the  wall  concerning  the  rapid  deple- 
tion of  the  world's  petroleum,  more 
people  are  driving  more  automobiles 
more  miles  than  ever  before.  Despite 
fisheries  depletion,  more  people  are 
eating  more  fish  than  ever  before.  De- 
spite the  energy  waste  in  converting 
grain  to  beef  or  pork,  more  people 
are  eating  more  meat  than  ever.  We 
are  hooked  like  junkies,  dependent  on 
the  drug  of  wasteful  consumption. 

—Dr.  Raymond  F.  Dasmann, 

senior  ecologist,  International  Union 
for  the  Conservation  of  Nature 

Later  If  I\ot  Sooner 

.  .  .  When  asked  about  a  declining 
death  rate,  people  in  the  [funeral  in- 
dustry] treat  it  with  philosophic 
calm.  "The  trend  can't  continue  be- 
cause the  nation  is  growing  in  popu- 
lation," said  Howard  C.  Raether,  ex- 
ecutive director  of  the  National  Fu- 
neral Directors  Association,  the  largest 
industry  group.  "And  everybody  who 
lives  will  die." 

-N.Y.  Times 


PUBLIC  RELATIONS  LAUREATE 


Sweden's  Nobel  Academy  should 
create  a  special  prize  for  public  re- 
lations and  award  it  to  the  Organi- 
zation of  Petroleum  Exporting 
Countries. 

Nothing  has  so  devastated,  ex- 
ploited the  nonoil  countries  of  Af- 
rica, Asia  and  Latin  America  (not 
to  mention  Europe)  as  the  fourfold 
increase  in  oil  prices. 

Yet  three  years  after  the  oil  em- 
bargo, OPEC-victimized  nations 
are  loath  to  take  the  Petro-imperi- 
alists  to  task  in  public.  Many  un- 
derdeveloped countries  continue  to 
talk  as  if  their  woes  were  all  the 
result  of  the  industrial  countries 
and  would  disappear  if  only  the 
U.S.,  Western  Europe  and  Japan 
would  loosen  their  purse  strings. 
Multinational  corporations,  not 
OPEC,  are  cast  as  the  villains  of 
the  world's  poor. 

With  straight  faces,  the  Petro- 
imperialists  go  on  assuring  their 
victims  that  they  should  be  inspired 


By  M.S.  Forbes  Jr. 

by  OPEC's  work,  seeing  it  as  a 
way  to  get  back  at  those  evil  West- 
ern colonialists.  "To  recapture  our 
dignity,"  was  how  Venezuela  re- 
cently put  it.  If  we  can  do  it, 
OPEC  piously  advises  its  gasping 
customers,  so  can  you. 

Of  course  the  poorer  countries 
cannot  do  it.  OPEC  works  because 
Saudi  Arabia  makes  it  work.  The 
Saudis  have  the  lion's  share  of  pro- 
duction and  little  need  for  most  of 
the  money.  Attempts  to  create 
OPECs  with  copper  and  other  com- 
modities have  failed  miserably. 

The  notorious  "company  towns" 
of  Robber  Baron  days  couldn't 
hold  a  candle  to  what  OPEC  has 
going  for  it.  If  underdeveloped 
countries  default  on  their  burgeon- 
ing loans  (a  result  of  petroleum 
price  gouging),  it  is  the  West,  not 
OPEC,  that  is  left  holding  the  bag. 

There  are  signs  that  the  Third 
World  nations  are  beginning  to 
take  aim  at  their  real  oppressors. 


Reportedly,  one  reason  Saudi  Ara- 
bia opted  for  "only"  a  5%  hike  was 
pleas  from  countries  like  Brazil. 

Nonetheless,    it    is  remarkable 
how   little   criticism    OPEC  gets 
from  non-Western  nations,  the  peo- 
ple hurt  most  by  OPEC's  acts. 
*    #  # 

Over  the  holidays  this  writer  be- 
gan catching  up  on  a  hefty  back- 
log of  unread  books.  Three  were 
especially  gripping. 

John  Toland's  exhaustive,  al- 
ways absorbing  Adolf  Hitler  is  the 
best  book  yet  on  this  grisly  subject. 
Ex-con  John  Dean  tells  his  Water- 
gate Tale  well  in  Blind  Ambition, 
an  excellent  companion  for  All  the 
President's  Men.  Thomas  Thomp- 
son's Blood  and  Money  is  a  true, 
larger-than-life  mystery  appropri- 
ately set  in  Houston.  But  for  the 
fact  that  the  case  remains  un- 
solved, the  book  would  rank  with 
Gerold  Frank's  classic,  The  Boston 
Strangler. 


DRBES,  JANUARY  15.  1977 


26 


Many  businessmen  would  go  out 
of  their  way  to  fly  Swissair  to  Africa 
Fortunately,  itfc  not  necessary. 


Douala.  Libreville. 
Kinshasa.  Johannes- 
burg. Dar  es  Salaam. 
Nairobi. 

Over  the  years  our 
service  to  Africa  has 
grown  as  your  business 
in  Africa  has  grown.  So 
that  today  we  not  only 
offer  you  the  benefit  of 
our  experience  in  flying 
there,  but  the  benefit  of 
our  experience  in  doing 
business  there. 

No  matter  where 
you're  going  in  Africa, 
your  flight  aboard  one 
of  Swissair's  jets  is  going 
to  be  more  than  con- 
venient and  efficient. 
Along  the  way  you'll  be 
served  in  the  style  you 
deserve. 
That 


to  help  you  out.  Whether  it's  recoi 
mending  the  best  restaurant  in  tow 
or  making  Swissair  reservations  for 


you  to  any  of  the  cities  we  serve 
around  the  world.  At  last  count  tha 
added  up  to  88  cities  in  62  countri< 
on  5  continents. 

So  the  next  time  your  busines: 
takes  you  to  Africa,  choose  an  airlii 
that  you'd  like  to  fly  everywhere  elsj 
in  the  world.  Swissair.  For  reserva 
tions  and  informatic 


V 


The  kind  of  service  business- 
men have  come  to  expect  from 
Swissair  is  available  43  times  a 
week  from  Zurich  and  Geneva  to 
all  the  business  capitals  of  Africa. 


Eighteen  of  them  to  be  exact. 
Algiers.  Oran.  Casablanca.  Tunis. 
Tripoli.  Cairo.  Khartoum.  Dakar. 
Monrovia.  Abidjan.  Accra.  Lagos. 


time 
hon- 
ored 

Swiss  style.  The 
kind  that  instinctively 
responds  to  all  your 
needs.  Your  needs  to  be 
attended  to.  And  your 
needs  to  be  left  alone. 

But  serving  you  during  the 
flight  isn't  enough.  An  airline 
has  to  take  care  of  you  before, 
and  afterwards  as  well.  That's  why 
we've  created  our  International  Com- 
munications System.  So  that  at 
the  time  you  make  your  flight  reserva- 
tions, you  can  also  arrange  for  hotel 
rooms,  limousines,  secretaries,  transla- 
tors, or  a  conference  room.  So  your 
business  runs  as  smoothly  as  our  flights. 

Of  course,  we're  also  available  to 
you  once  you're  on  the  ground.  Our 
district  managers,  and  their  staffs,  in  the 
African  cities  we  serve,  are  always  there 


see 
call  yc 
TRAVEI 
AGENT,  yc 
corporate  trav 
consultant,  o: 
you  ca: 
Hi  contact 
H^Hj^  any  on 
^^ofSwissair's 
twenty- two  local 
offices  throughoi 
the  United  State! 
and  Canada.  You 
find  you  don't  hi 
to  go  out  of  your 
way  to  fly  Swissai 


;wn 


We  take  on  the  world's 
most  demanding  business  travellers 


'  - 


Forbes 


Jimmy  Carter's 
Computer  Connection 


iyrus  Vance 


Patricia  Roberts  Harris 


Harold  Brown 


}r:  Why  what's  good  for  the  new  President's 
Cabinet  is  a  very  mixed  blessing  for  IBM. 


ormer  Attorney  General  Ramsey 
^lark,  the  fading  darling  of  the  rad- 
oal-chie  set,  was  bitter.  Said  he: 
More  corporate  involvement  than  in 
^iy  Administration  since  Ulysses 
Irant's  second  term,  when  most  of  the 
|abinet  was  connected  with  the  Penn- 
/lvania  Railroad." 

What  bothers  Clark  is  three  of 
resident-elect  Jimmy  Carter's  Cabi- 
net choices:  Secretary  of  State  Cyrus 
lance,  Defense  Secretary  Harold 
Town  and  Housing  &  Urban  Devel- 
opment Secretary  Patricia  Roberts 
prris.  Clark  and  other  critics  do  not 
joject  to  the  three  as  individuals,  but 
kther  to  the  fact  that  when  their  ap- 
bintments  were  announced,  all  were 
hectors  of  International  Business 
lachines  Corp.  In  one  swoop,  IBM 
st  nearly  one-fourth  of  its  13  out- 
de  board  members.  Nor  were  the 
abinet  designees  merely  corporate 
indow-dressing:  Vance  is  on  the  ex- 
■utive  committee;  Brown  heads  the 
idit  committee;   Harris  deals  with 


executive  compensation. 

No  question  about  it;  the  new 
Administration  will  have  a  strong 
IBM  tone.  Two  other  individuals 
linked  to  the  company  were  near- 
misses:  du  Pont  Chairman  Irving  Sha- 
piro, an  IBM  director,  took  himself 
out  of  the  running  for  Secretary  of 
the  Treasury;  and  IBM  Vice  Presi- 
dent Jane  Cahill  Pfeiffer  turned  down 
an  offer  to  be  Secretary  of  Commerce. 
(Yet  another  IBM  vice  president, 
Lewis  Branscomb,  former  head  of  the 
National  Bureau  of  Standards,  is 
expected  to  become  White  House  sci- 
ence adviser. ) 

Clearly  there  is  an  element  of  co- 
incidence in  the  choice  of  so  many 
IBM-connected  top  officials  for  the 
Carter  Administration.  But  there  is 
also  an  element  of  admiration  for  a 
superb  organization,  and  Carter  has 
made  no  effort  to  hide  the  IBM 
affiliations  of  his  appointees.  One  Dem- 
ocratic senator  was  rebuffed  when  he 
telephoned    the   President-elect's  of- 


fice, before  Cabinet  announcements 
were  made,  to  question  the  wisdom 
of  having  so  many  top  officials  tied 
to  one  company. 

There  is  considerable  evidence  that 
Jimmy  Carter  likes  IBM.  As  an  engi- 
neer, Carter  was  exposed  to  the  com- 
pany's equipment  in  the  Navy.  More 
than  any  previous  President,  he  un- 
derstands computers.  His  Georgia  re- 
organization program  emphasized  cen- 
tral data  processing— and  the  installa- 
tion of  IBM's  most  modern  hardware. 
Carter  also  saw  IBMers  from  another 
perspective:  At  the  time  he  became 
governor,  area  development  officials 
persuaded  the  New  York  corporation 
to  headquarter  its  General  Systems 
Division  in  Atlanta.  Having  an  opera- 
tion nearly  the  size  of  Coca-Cola  move 
into  the  state  became  a  feather  in 
the  governor's  cap. 

Coca-Cola,  of  course,  is  another 
company  that  is  close  to  the  incom- 
ing Administration.  Coke  Chairman 
Paul  Austin  knows  Carter  better  than 
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any  other  ranking  corporate  executive. 
Coke's  Atlanta  lawyer  is  Griffin  Bell, 
the  President-elect's  choice  for  Attor- 
ney General.  Its  Washington  lawyer 
is  Joseph  Calif ano,  the  Health,  Edu- 
cation &  Welfare  nominee.  Charles 
Duncan,  a  Texan  who  sold  his  fam- 
ily's coffee  company  to  the  Atlanta 
firm  in  1964,  is  a  former  Coke  em- 
ployee who  still  owns  $14  million 
worth  of  stock.  He  is  slated  to  be- 
come Deputy  Secretary  of  Defense, 
the  Pentagon's  second-ranking  post. 
But  those  ties  are  based  more  on 
personal  relationships  than  any  phi- 
losophical appreciation  of  the  soft- 
drink  business. 

The  IBM  situation  is  different.  The 
President-elect  clearly  would  like  to 
see  the  Federal  Government  run  more 
like  IBM  and  less  like  a  traditional 


bureaucracy.  Whatever  political  capi- 
tal the  radicals  may  choose  to  make 
of  this,  that  particular  sentiment  of 
Carter's  seems  likely  to  win  several 
rousing  cheers  from  the  general 
citizenry. 

But  the  actual  fact  is  that  IBM  is 
as  worried  as  it  is  flattered  by  the 
Carter  raids  on  its  ranks.  When  Jane 
Pfeiffer  surprised  Carter  aides  by 
turning  down  the  Commerce  post, 
IBM  pressure  was  a  reason.  The  com- 
pany doesn't  want  to  be  so  visible  in 
Washington  that  the  new  Administra- 
tion will  feel  obliged  to  lean  over 
backward  to  avoid  favoring  it.  Take 
the  eight-year-old  monopoly  suit.  IBM 
would  like  to  settle.  So,  perhaps, 
would  the  Government.  Says  Donald 
Turner,  the  Harvard  law  professor  who 
headed  the  Justice  Department's  Anti- 


trust division  when  much  preparation 
for  the  case  was  done:  "Under 
normal  circumstances  anyone  taking 
over  the  Division  would  consider  a 
settlement.  But  that  might  not  be 
possible  in  this  post- Watergate  world 
where  people  are  inclined  to  see  con- 
spiracy everywhere." 

The  radicals  will  see  conspiracy. 
Some  of  the  liberals  will  agree  with 
Ralph  Nader  aide  Mark  Green  who 
says  of  the  President-elect's  appoint- 
ments: "Carter  is  trying  to  reassure 
corporate  America." 

But  both  criticisms  are  wide  of  the 
mark.  Carter  is  committed  to  raising 
the  level  of  efficiency  in  Government 
and  to  bringing  to  it  the  best  men  and 
women  he  can  find.  It  happens  that 
IBM  has  attracted  more  than  its  share 
of  that  sort  of  person.  ■ 


PBGC-A  Not-So-Retiring  Agency 


The  initials  stand  for  Pension  Benefit  Guaranty  Corp.,  which  helps 
thousands,  invests  millions  and  battles  the  Treasury  to  boot. 


Some  7,000  employees  of  REA  Ex- 
press, Diamond  Reo  and  54  other 
busted  pension  plans  have  reason  to 
be  grateful  to  Pension  Benefit  Guar- 
anty Corp.  Because  of  it,  over  3,000 
of  them  now  get  $360,000  in  pen- 
sions monthly.  The  other  4,000  will 
get  benefits  when  they  retire. 

PBGC  was  set  up  under  the  Em- 
ployee Retirement  Income  Security 
Act  of  1974  (ERISA).  On  the  one 
hand  it  watches  over  the  nation's 
100,000  key  private  retirement  plans, 
which  cover  33  million  participants 
and  are  backed  by  just  under  $200 
billion  in  assets.  But  it  is  also  building 
its  own  nest  egg  via  a  mandatory 
premium  of  $1  per  covered  employee 
per  year  (or  50  cents  per  employee 
for  multi-employer  plans).  These  pre- 
miums put  over  $29  million  a  year 
into  PBGC's  general  fund,  which  now 
totals  over  $70  million  and,  barring  a 
recession,  should  keep  growing. 

This  fund  supports  retirement  plans 
unable  to  meet  payments  either  be- 
cause the  companies  have  gone  broke, 
or  have  shut  up  shop,  or  have  simply 
decided  to  end  their  pension  pro- 
grams. Maximum  payments  to  indi- 
viduals under  plans  terminated  in 
1976  reach  $869  a  month. 

So  far,  few  retirement  plans  have 
needed  rescue.  Since  ERISA  was 
passed,  13,000  plans  have  notified 
PBGC  of  intent  to  terminate;  but  over 
half  of  these  have  had  sufficient  as- 
sets to  provide  employees  with  guar- 
anteed benefits. 

When  PBGC  moves  in  on  an  in- 


adequately funded  retirement  fund  as 
trustee,  it  takes  over  any  cash  or  se- 
curities the  plan  has  on  hand— so  far 
a  total  of  $11  million— kept  separate 
from  the  revolving  fund  generated  by 
the  agency's  premiums. 

This  relatively  small  sum  of  money 
from  the  rescued  pension  plans  has 
become  the  center  of  a  nasty  little 
storm  in  Washington.  It's  not  the  mon- 
ey that's  involved  that  makes  the  sit- 
uation interesting,  but  the  principle. 
The  Treasury  Department  insists  that 
this  $11  million  should  be  invested  en- 
tirely in  government-backed,  fixed-in- 
come securities.  PBGC  wants  to  act 
more  like  an  insurance  company  or 
an  ordinary  pension  fund  by  invest- 
ing it  in  corporate  stocks  and  bonds. 

$11  Million  In  Stocks 

To  this  end,  PBGC  paid  Paine, 
Webber,  Jackson  &  Curtis  $10,000  to 
screen  candidates  for  an  investment 
management  system.  Paine,  Webber, 
after  screening  270,  recommended  16 
companies  from  which  PBGC  chose 
Chicago's  Harris  Trust  &  Savings 
Bank  to  manage  the  fixed-income 
portfolio;  Putnam  Management,  the 
growth  stocks;  and  Wells  Fargo  In- 
vestment Advisers,  the  general  stocks. 
The  $11  million  is  now  in  stocks— the 
agency  won't  say  which. 

This  brought  loud  outcries  from 
outgoing  Treasury  Secretary  William 
E.  Simon,  who  was,  after  all,  one  of 
PBGC's  three  directors  (the  other 
two  are  the  Secretaries  of  Labor  and 
Commerce).  Simon  objected  on  prin- 


ciple to  a  government  agency  invest-J 
ing  in  any  security  other  than  a  fed- 
eral obligation.  Still  more  upsetting  to 
him  was  the  proposal  that  the  Trea- 
sury come  up  with  cash  to  cover  the 
unfunded  liabilities  of  the  insolvent 
pension  plans.  This,  too,  would  be  in- 
vested privately  by  PBGC. 

But  Treasury  has  little  clout  at 
PBGC,  which  is  nm  as  an  indepen- 
dent agency.  So  its  request  for  review 
of  the  agency's  disposition  of  invested 
funds,  even  when  ostensibly  supported 
by  the  other  two  directors,  has 
brought  no  reply  from  the  staff.  Be- 
yond the  bureaucratic  maneuvering, 
however,  some  serious  questions  are 
involved.  PBGC  argues  that  it  is  un- 
der obligation  to  minimize  its  pension 
charges  by  seeking  a  greater  return 
on  its  funds  than  it  can  get  from  gov- 
ernment obligations. 

But  Treasury  sources  say  purchase 
of  corporate  issues  by  a  government 
organization  is  inherently  dangerous: 
The  political  temptation  always  ex- 
ists to  use  that  ownership  for  politi- 
cal ends.  Furthermore,  what  if  the 
PBGC  example  tempts  other  agencies 
—the  Railway  Retirement  trust  funds, 
for  instance— to  do  likewise?  The 
Treasury  now  has  about  $150  bil- 
lion of  federal  trust  account  money 
invested  in  government  securities.  Di- 
verting any  significant  part  of  that  in- 
to corporate  investment  would  make 
Treasury  financing,  already  difficult 
enough,  even  more  so.  Just  one  more 
tough  little  problem  awaiting  a  Car- 
ter solution.  ■ 
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Prominent  Feature:  A  water  tower  and  little  else  marks  Plains  from  the  air.  Inset 

Will  Celebrity 
Spoil  Plains,  Ga.? 


It  already  has. 

By  HAROLD  SENEKER 

How  much  is  it  worth  to  own  a  va- 
cant, sandy  lot  down  the  street  from 
Jimmy  Carter  in  Plains,  Ga.?  In  1975 
it  wasn't  worth  $3,000  to  anyone 
around  there.  But  last  year  the  lot 
that  went  begging  at  four  digits  sold 
to  an  outsider  for  $22,500.  How  about 
a  house  instead,  something  outside  the 
Secret  Service  cordon?  One  across  the 
street  from  Miss  Lillian,  nearby  (ev- 
erything is  nearby  in  Plains),  sold  for 
$58,500.  It  might  have  been  worth 
$15,000  to  $20,000. 

Or  maybe  you'd  like  brother  Billy 
Carter's  home?  Sorry,  no  sale.  "But  I 
was  offered  $85,000,"  Billy  confides 
in  the  back  of  his  filling  station. 
"That's  on  a  house  I  bought  for 
$4,500.  'Course,  that  was  years  ago, 
an'  I  put  $40,000  into  it;  but  it  was 
only  worth  about  $25,000  until  this 
year." 

Say  what  you  want  about  Presi- 
dential mystique  and  news  media 
hype,  the  folks  in  Plains  are  definitely 
of  two  minds  about  all  the  attention. 

The  big  thing  is  the  tourists,  of 
course.  They  and  their  cars  and  trail- 
ers and  Winnebagos  swann  like  ants 
along  the  row  of  nine  turn-of-the-cen- 
tury  brick  storefronts  that  serve  as 
most  of  the  business  district.  Lesser 
swarms  settle  around  Billy's  filling  sta- 
tion across  the  railroad  tracks  when 
pe's  in  attendance,  and  around  the 
big  Baptist  church  the  Carters  go  to. 

One  thousand  tourists  will  sign  the 
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register  in  the  railroad  depot  that 
served  as  campaign  headquarters  on 
an  average  weekday,  2,000  on  a  Sat- 
urday or  Sunday.  Billy's  filling  station 
does  a  nonstop  business.  "My  credit- 
card  business  is  up  from  $200  a  week 
to  $3,000  a  week,"  he  says. 

Hugh  Carter,  56,  the  President- 
elect's cousin,  is  particularly  delight- 
ed. He  owns  the  largest  of  the  store- 
fronts, an  antique  shop  that  faces 
Billy's  station  across  the  tracks. 

"I  have  500  to  1,000  tourists  a  day 
in  my  store,"  Hugh  says  excitedly. 
"Two  thousand  on  a  Saturday,  more 
on  a  Sunday.  About  a  fourth  of  the 
tourists  won't  spend  anything  in  this 
town.  But  the  rest'll  spend  anywhere 
from  $5  to  $15,  and  one  in  a  hun- 
dred'll  go  big— $50  or  more." 

Carter  Country  Boom 

He  and  the  other  storekeepers  are 
aware  that  projections  for  this  year 
range  from  1  million  to  2  million  visi- 
tors. These  are  numbers  to  conjure 
with  in  a  town  of  683  in  a  rural  area 
that  lost  30%  of  its  jobs  at  the  height 
of  the  recession  and  where  unemploy- 
ment is  still  around  10%.  Four  of  those 
nine  storefronts  had  been  empty  for 
more  than  30  years,  used  as  ware- 
houses. Now  only  one,  the  closed- 
up  Carter  press  office,  awaits  opening. 

The  abandoned  filling  station,  per- 
haps 100  yards  up  the  road  from  Bil- 
ly's place,  has  been  remodeled,  and 
renamed  the  "Country  Store."  It 
houses    a   new    mail-order  business 


Cousin  Hugh  Carter's  antique  shop. 

called  Peanuts  from  Plains. 

The  local  tourism  kings  are  the 
Williams  family,  the  other  family  in 
town,  who  rent  out  that  second  fill- 
ing station  and  also  own  the  two 
pure  tourist-schlock  shops.  But  most 
of  the  older  stores— including  Hugh's 
—also  cany  ample  lines  of  the  stuff. 

The  items  include  15-cent  picture 
postcards  for  25  cents,  similarly  high- 
priced  Jimmy  Carter  T-shirts  and 
souvenir  plates  and  five-pound  bags 
of  peanuts.  Mercifully  absent  on  a  re- 
cent visit:  Jimmy  Carter  bottle-open- 
ers that  pried  the  caps  off  with  big, 
white  teeth. 

"You  almost  have  to  cany  the  stuff," 
says  Boze  Godwin,  33,  the  pharmacist 
and  a  member  of  the  city  council. 
"Our  regular  customers  hate  to  fight 
the  traffic,  so  we're  losing  our  regular 
business.  But  the  tourists  more'n  take 
up  the  slack;  my  volume  is  up  40%." 

The  Presidential  panoply  itself  does 
its  economic  bit  for  the  area.  The 
Secret  Service  men  assigned  perma- 
nently to  Plains  are  swelling  the  hous- 
ing market— but  in  Americus,  the 
county  seat  (pop.:  18,000)  eight 
miles  away,  they  won't  pay  the  prices 
being  asked  in  Plains.  The  news  me- 
dia keep  Americus'  300  or  so  motel 
rooms  crammed  full.  Full-page  Marl- 
boro ads  now  appear  in  the  Times- 
Recorder,  the  local  paper. 

Ripples  reach  as  far  as  Albany,  a 
city  37  miles  south.  "The  Secret  Ser- 
vice comes  all  the  way  down  here  for 
ammo,"  boasts  Tom  Wheeler,  a  fire- 
arms dealer.  "Nobody  up  there  c'n 
fill  orders  for  10,000  rounds." 

Naturally,  commercial  instincts  are 
aroused.  Boze  Godwin  is  considering 
building  half  a  dozen  apartments  in 
town  for  the  Secret  Service.  One 
Plains  businessman  has  been  ap- 
proaching bankers  with  plans  for  a 
30-  to  40-unit  motel,  also  in  town. 
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Over  in  Americus,  scrap  dealer  Tim 
Vinson  is  preparing  to  unleash  the  Pet 
Peanut  (Plains'  answer  to  the  Pet 
Rock)  on  the  world,  starting  next 
month,  at  $2  and  up. 

"The  first  400  sold  out  just  like  that 
in  Plains,"  he  says.  "Mead  Corp.'s 
m"  packager.  The  sales  rep  thinks  the 
potential  sales  could  be  35  million." 

But  the  Plains  people  have  a  hard- 
luck-farmer's  suspicion  of  unexpected 
good  news,  and  they  are  cautious. 
Godwin  frets  over  the  apartments'  ap- 
parent four-  to  eight-year  lifespan.  The 
hankers  are  cool  to  the  motel  for  the 
same  reason.  Even  Vinson  says,  "That 
$35  million's  really  just  a  wild-ass 
guess.  I  just  hope  it  works,  that's  all." 

The  real  estate  prices  appeal  only 
to  outsiders.  The  houses  and  the  sandy 
lot  were  bought  by  tourists— oddly, 
Canadians,  not  U.S.  citizens. 

Not  so  oddly,  says  Billy  Carter. 
"They're  getting  money  out  of  Can- 
ada because  of  Quebec,"  he  says, 
perched  on  a  stack  of  beer  cases.  "My 
hanker  in  Atlanta  says  he's  gettin'  Ca- 
nadian money  in  his  bank,  too."  Inter- 
state Route  75,  some  35  miles  east, 
is  the  main  artery  for  midwestern  and 
Canadian  tourists  headed  for  Florida 
and  the  Georgia  coast. 

Outsiders  are  nibbling  seriously  at 
more  than  houses.  Al  Forrest,  a  real 
estate  broker  in  Americus  (he's  a  re- 
tired Air  Force  colonel),  blasts 
around  Sumter  County  in  a  pickup 
truck,  keeping  tabs.  "There've  been 
three  small  land  sales,  30  acres,  40 
acres  and  around  190  acres.  Appar- 
ently it's  land  speculation.  They  in- 


tend to  cut  up  the  two  small  tracts 
and  sell  one-acre  lots.  Some  more 
farmland  will  sell  real  soon."  One  of 
the  local  motels  is  for  sale  too,  ad- 
vertised in  The  Wall  Street  Journal, 
now  that  it's  full— it  had  been  doing 
badly  until  last  year's  primaries. 

The  economic  effect  on  the  towns- 
people varies  enormously.  About  half 
the  town  is  black,  and  the  influx  brings 
little  visible  benefit  to  them  or  their 
(with  some  exceptions)  dilapidated 
shacks.  Nor  is  it  likely  to,  aside  from 
souvenirs  sold  at  one  black-owned 
business,  a  small  grocery  store. 


". . .  This  town  is  going 

straight  to  hell  We've 

lost  our  privacy. . . ." 


"We've  been  tryin'  to  play  out  some 
sort  of  factory  we  could  open,"  says 
Henry  E.  Jackson,  60,  a  black  former 
city  council  member  who  lives  just  be- 
hind the  business  district,  "so  we  could 
put  some  of  our  people  to  work.  But 
we're  not  figurin'  on  any  tourist 
thing.  They  [the  whites]  own  all  the 
stores  up  there,  an'  there's  nothin'  left 
to  be  rented  out." 

Another  group  finds  itself  little  ben- 
efited: the  74  residents  of  a  convales- 
cent home  on  the  edge  of  town. 

As  for  the  rest,  "The  town  is  split 
all  to  hell,"  observes  Billy  Carter.  Many 
of  the  whites  are  old,  often  widowed; 
they  moved  in  from  the  surround- 
ing countryside  seeking  a  quiet  place 


with  churches  (there  are  three)  and 
neighbors.  They  are  strongly  tempted 
to  leave.  Others  have  stayed  in  family 
homes  and  also  resent  losing  peace 
and  quiet.  Still  others  revel  in  the  at- 
tention, excitement— and  the  money. 

The  happy  and  unhappy  alike  are 
agreed  on  tough  zoning  to  maintain 
Plains'  oldtime,  small-town  look.  That 
suits  the  old  folks  and  is  good  for  lo- 
cal businessmen— keeps  down  the 
competition  from  outside. 

There  is  no  zoning  in  the  county 
land  across  the  town  line  (Plains  is 
just  one  mile  in  diameter).  The  only 
barrier  to  neon  strips  on  both  sides  of 
Plains  is  the  high  price  of  the  land. 
Most  think  the  strips  are  inevitable. 

When  Billy,  back  at  the  filling  sta- 
tion, reiterates,  "This  town  is  going 
straight  to  hell,"  impending  highway 
neon  is  only  part  of  his  worry.  "All 
we  need  is  one  place  in  the  residen- 
tial part  to  get  a  zoning  variance  and 
open  a  business,"  he  observes.  "Then 
they'll  all  go,  one  by  one.  The  rest 
could  go  to  federal  court  an'  get 
zoned  commercial. 

"And  more'n  that,  it's  the  nuts  in 
town.  We've  lost  our  privacy.  Al- 
ready some  of  the  old  women  are 
afraid  to  come  into  town.  I've  had 
two,  three  people  open  my  door,  walk 
right  into  my  living  room  and  sit 
down  to  stay  until  they  saw  the  Presi- 
dent. It's  gettin'  so  you  can't  leave  the 
children  at  home." 

Indeed,  an  evidently  addled  young 
fellow  in  an  Abe  Lincoln  costume  had 
been  walking  around  town  the  day 
before.  ■ 


This  Conglomerate  Works 

A  hitherto  secret  analysis  shows  IBM  regards  Sperry 
Rand  as  a  competitor  to  be  taken  very  seriously. 


"Sure  we're  a  conglomerate,  but  I 
prefer  we  be  called  a  diversified  com- 
puter company,"  says  Sperry  Rand 
Chairman  J.  Paul  Lyet.  Why  the  dis- 
tinction? Because  today  many  con- 
glomerates command  multiples  of  on- 
ly five  or  six,  about  half  of  Sperry's. 

Whatever  you  call  it,  Lyet,  59,  de- 
serves a  salute  for  continuing  a  great 
management  job.  Once  known  as 
"the  company  that  seizes  defeat  from 
the  jaws  of  victory,"  Sperry  Rand  now 
is  a  very  well-run  company.  This  is 
documented  in  a  secret  International 
Business  Machines  analysis  of  com- 
petitors, released  in  the  IBM  anti- 
trust suit.  The  papers  reveal  that 
IBM  takes  Sperry  very  seriously  as  a 
competitor. 

Lyet,  an  accountant,  came  unex- 
pectedly to  power  in  1972,  when  his 
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predecessor  was  killed  by  an  auto.  He 
took  over  a  melange  of  electric  shav- 
ers, farm  equipment,  hydraulics,  com- 
puters and  whatnot.  Difficult?  "It 
really  was  very  simple,"  says  Lyet.  "I 

Lyet:  He  knows  people  and  finance. 


know  people  and  I  know  finance.  To 
know  the  third  dimension,  technology, 
I  found  a  scientist  in  the  company 
who  could  express  himself  clearly  to 
laymen  and  made  him  my  personal 
scientific  reporter." 

The  results  look  great.  For  the  fiscal 
year  ending  Mar.  31,  Sperry's  sales 
should  be  up  6%,  to  about  $3.4  billion. 
Earnings  per  share  fully  diluted  will 
be  up  5%,  to  about  $4.19,  vs.  $4  last 
year.  The  company's  return  on  equity: 
a  very  nice  12.7%. 

Like  most  old  conglomerates,  Sperri 
is  no  longer  making  big  unrelated  ac- 
quisitions—just little  ones  that  fit 
closely  and  improve  the  existing  base. 
But  Lyet  claims  that  Sperry  is  the 
perfect  example  that  the  old  con- 
glomerate principle  of  transfering 
capital  from  other  businesses  to  the 
fastest-growing  business  works.  "The 
people  in  computers  sometimes  bitch 
about  us  being  in  other  things,"  he 
says.  "Then  I  remind  them,  the  only 
reason  we're  No.  Two  in  computers 
is  the  capital  we  generated  from  other 
businesses  to  invest  in  computers.' 
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Here  Comes 
Siemens! 

\broad,  Germany's  Siemens 
s  tough  competition  for 
GE  and  Westinghouse. 
ioon  competition  may  be 
ough  for  them  at  home. 

jhe  big  Dutch  firm,  Philips,  and 
he  big  Japanese  firm,  Matsushita 
Panasonic ) ,  are  already  big  contend- 
rs  in  the  U.S.  electronics  and  elec- 
rical  equipment  markets,  but  Ger- 
nany's  Siemens,  Inc.  has  hardly  made 

dent.  The  explanation  is  simple:  The 
)utch  and  Japanese  are  heavily  into 
onsumer  products  and  Siemens  large- 
f  shuns  consumer  markets;  its  total 
ales  in  the  U.S.  are  barely  2%  of  its 
•orldwide  volume,  which  came  to 
8.5  billion  last  year. 

Siemens  is  about  to  make  its  weight 
lore  felt  in  the  U.S.  It  already  sells 
ody  and  brain  scanners  here  and 
aon  will  introduce  a  highly  competi- 
ive  PABX  internal  switchboard  sys- 
?m.  It  is  seriously  pondering  putting 
p  a  $100-million  plant  in  the  U.S., 
5  make  turbine  generators  in  direct 
ompetition  with  Westinghouse  and 
General  Electric.  There  will  be  more 
come  from  Siemens'  rich  catalog 

products. 

For  example,  Siemens  is  the  world's 
lird-largest  supplier  of  telecommuni- 
ations  equipment  after  Western  Elec- 
ic  and  International  Telephone  & 
telegraph.  Internationally,  it  was  on 
ae  scene  in  the  oil-rich  Middle  East 
,hen  that  region  was  just  a  splotch 
p  a  map  to  most  Americans. 

In  nuclear  generating  equipment,  a 
iemens  subsidiary  recently  made  a 
jtajor  breakthrough  in  this  business 
bminated  by  GE  and  Westinghouse. 
She  subsidiary  landed  a  contract  to 
jipply  Brazil  with  four  nuclear  power 

ants.  The  deal  was  criticized  in  the 
|.S.  on  the  grounds  that  it  would 
ad  to  proliferation  of  nuclear  weap- 
hs  capability.  The  Germans  ignored 
ic  criticism;  one-upping  the  Ameri- 
Jms  in  technology  in  the  international 
iarket  for  their  wares  is  that  im- 
i>rtant  to  them. 

Siemens  is  the  world's  largest  sup- 
flier  of  X-ray  equipment.  It  has  recov- 
led  its  balance  following  the  entry 


into  its  market  four  years  ago  of 
brain  and  body  scanners  from  Britain's 
EMI  Ltd.  Siemens  now  has  its  own 
scanner,  and  from  its  base  in  Cheshire, 
Conn.,  Siemens  is  going  all  out  in  the 
U.S.  market. 

Now  it's  hardly  an  original  idea  for 
foreign  companies  to  get  ambitious 
about  the  U.S.  market.  But  mostly 
they  have  been  attracted  by  its  size 
and  diversity.  Siemens'  motives  are 
somewhat  different.  To  keep  abreast 
of  electrical  and  electronic  technology, 
Siemens  needs  the  feel  of  the  U.S. 
market,  constantly  in  flux,  constantly 
creating  tomorrow's  products  and 
discarding  yesterday's. 

At  headquarters  in  Munich,  Sie- 
mens recognizes  that  it  will  be  vul- 
nerable on  the  frontiers  of  technology 
if  it  can't  keep  up  with  the  incredible 
pace  of  change  in  the  electronics 
field.  In  addition  to  a  couple  of  small 
operations  here,  it  has  a  technology- 
exchange  agreement  with  Intel  Corp. 
of  Santa  Clara,  Calif.,  while  working 
furiously  on  its  own  version  of  things 
like  microprocessors.  Siemens  is  also 
at  least  considering  an  acquisition  in 
the  U.S.  semiconductor  field  to  give 
it  greater  volume  in  the  business. 

Discipline 

Says  Friedrich  Baur,  head  of  elec- 
trical components:  "We  know  where 
the  integrated-circuit  field  is  going:  It 
is  going  toward  the  one-chip  com- 
puter. But  it  is  not  enough  to  under- 
stand that.  To  transform  that  knowl- 
edge *into  the  marketplace,  that  is 
the  discipline."  For  delivering  disci- 
pline—and punishment— there  is  no 
market  like  the  U.S. 

Not  content  with  bucking  ITT,  GE 


and  Western  Electric,  Siemens  even 
competes  with  International  Business 
Machines.  It  has  an  18%  and  grow- 
ing share  of  the  German  computer 
market  worth  about  $500  million  in 
annual  revenues.  It  is  losing  about 
$50  million  a  year  in  computers,  in 
spite  of  $100  million-plus  in  direct 
and  indirect  research  grant  assistance 
from  the  German  government.  But 
Siemens  hopes  it  can  break  even  by 
the  end  of  the  decade— relying  prin- 
cipally on  the  German  market  where 
government  departments  are  "rec- 
ommended" to  buy  Siemens. 

There  is  certainly  an  element  of 
pride  in  Siemens'  stubbornly  sticking 
with  semiconductors  and  computers 
after  people  like  GE  and  RCA  have 
largely  bowed  out.  Economically,  it 
may  not  make  sense,  at  least  in  the 
medium  term,  but  Siemens  tends  to 
see  itself  as  more  than  an  economic 
entity.  It  is  one  of  the  flag-bearers 
for  German  skill  and  German  tech- 
nology throughout  the  world. 

Siemens  dates  back  to  1847  and 
Werner  von  Siemens,  who  invented 
the  forerunner  of  today's  teleprinter. 
Later  he  pioneered  the  dynamo  prin- 
ciple in  electric  power  generation. 
Siemens  climbed  back  from  near  de- 
struction in  World  War  II— in  part 
by  sending  its  dedicated  engineers 
and  salesmen  to  the  faster  growing 
developing  countries,  notably  South 
Africa  and  Brazil.  Today  it  ranks  fifth 
among  the  world's  electrical  compa- 
nies in  sales  in  a  list  of  Siemens'  own 
compiling— a  list,  interestingly,  that 
includes  IBM. 

Does  Siemens  seriously  see  itself 
competing  with  IBM?  Not  in  com 
puters,  except  in  Germany.  But  in  an 
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other  way,  yes,  because  the  frontiers 
between  industries  are  blurring  in 
the  electronic  and  computer  age. 

The  U.S.  electrical  majors  such  as 
GE  and  RCA,  who  once  fancied  data 
processing,  realized  years  ago  that  if 
they  committed  their  scarce  capital  to 
that  expensive  game,  they  ran  the  risk 
of  starving  their  old  reliable  business- 
es. They  have  decided  to  stay  with 
power  generation  and  broadcasting. 

But  Siemens  feels  vulnerable  in  its 
most  profitable  fields— telecommunica- 
tions and  automated  electrical  systems 
tor  industry.  It  feels  frustrated  by  its 
lack  of  participation  in  the  newest 
electronic  and  data  processing  fields. 
It  is  as  if  the  honorable  tradition  of 
Werner  von  Siemens  was  being  ne- 
glected. Siemens'  reaction  in  1972 
when  EMI  introduced  the  scanner  is 
revealing.  "We  were  brilliant  in  X-ray 
technique,"  says  Friedrich  Kuhrt  of 
Siemens,  "but  not  in  information 
technique.  It  was  extremely  hard  for 
us  to  master  the  electronics  of  a  scan- 
ner, where  you  in  the  U.S.  have  so 
much  electronic  knowhow.  But  we 
did  it,  and  we  have  closed  the  gap." 
An  example  of  German  pride— as  well 
as  good  business. 

At  Siemens'  attractive  four-story 
headquarters  in  Munich,  or  at  the 
more  functional  postwar  buildings 
there  and  near  Nuremberg,  where  Sie- 
mens engineers  work,  you  hear  com- 
ments like:  "We  are  Siemens,  we  are 


not  going  to  buy  a  mine  in  Utah  or 
Avis  Rent-a-Car";  and  "Remember, 
GE  is  a  company  mainly  in  the  pow- 
er field,  but  we  are  in  the  power  field 
and  in  electronics,  too." 

Of  course,  Siemens  does  have  ad- 
vantages denied  to  its  U.S.  competi- 
tors by  their  own  government.  Sie- 
mens bestrides  Germany's  electrical 
and  telecommunications  industries  in 
a  fashion  that  can  only  exist  3,000 
miles  from  the  U.S.  Justice  Depart- 
ment. From  the  highly  profitable  base 
of  the  German  ^narket  Siemens  fans 
out,  especially  to  the  newly  rich  oil 
countries,  to  sell  complete  electrical 
systems  for  factories  or  communities. 
In  1973,  with  too  few  power  plant  or- 
ders to  support  a  full  scale  nuclear  de- 
velopment effort  on  its  own,  Siemens 
and  rival  AEG-Telefunken  entered  the 
joint  venture  known  as  Kraftwerk  Un- 
ion. Imagine  the  Justice  Department 
permitting  GE  and  Westinghouse  to 
combine  their  nuclear  efforts! 

In  addition  to  having  a  relatively 
protected  position  in  Germany  and 


the  Common  Market,  Siemens  has 
,  some  other  advantages  peculiar  to 
German  industry.  For  example,  a  cus- 
tomer for  heavy  equipment  doesn't  just 
place  his  order  with  a  small  down  pay- 
ment; he  must  deposit  a  full  one-third 
of  the  price  in  advance.  Where  U.S. 
industry  must  often  borrow  from  a 
bank  to  finance  work  in  progress, 
German  heavy  industry  in  effect  bor- 
rows—without interest— from  its  own 
customers. 

Just  as  Siemens'  customers  help  with 
capital,  so  does  the  German  govern- 
ment help  with  tax  advantages.  Sie- 
mens, like  all  German  companies,  is 
permitted  to  use  accelerated  depre- 
ciation in  a  way  that  would  make  a 
U.S.  treasurer  weep  in  envy.  Invest- 
ment in  Berlin,  to  take  only  one  exam- 
ple, can  be  written  off  75%  in  the  first 
year.  Reserves  against  earnings  are 
permitted  for  such  things  as  possible 
failures  of  contracts  and  for  product 
warranties.  Pension  plans  are,  if  any- 
thing, overfunded.  For  these  reasons, 
the  real  earnings  of  most  German 
companies  are  better  than  they  appear 
in  the  official  reports. 

For  fiscal  1975  Siemens  reported 
earnings  of  $191  million— about  $6.05 
a  share— but  that  was  after  all  the  spe- 
cial reserves  and  fast  amortization. 
Figures  more  comparable  to  what  a 
U.S.  company  would  report  are 
worked  up  by  the  German  Union  of 
Financial   Analysts   and  by  London 


stockbroker  James  Capel  &  Co.  These 
adjusted  figures  show  a  $283.6-million 
profit— about  $9  a  share.  Take  a 
yardstick  like  operating  profit  as  a 
percentage  of  sales— which  eliminates 
the  distortion  of  depreciation  and  dif- 
fering tax  systems.  On  this  measure, 
Siemens  consistently  hits  around  12% 
or  better,  an  operating  margin  that 
GE  is  only  aspiring  to  in  the  year 
just  begun. 

Next  month  Siemens  will  report  for 
the  fiscal  year  that  ended  Sept.  30, 
1976;  reported  earnings  will  be  about 
$240  million,  but  by  U.S.  standards 
they  will  be  closer  to  $350  million,  al- 
most $11  a  share.  (Siemens'  price/ 
earnings  ratio  on  the  real  earnings  is 
only  ten  times,  but  on  the  reported 
earnings  it  is  14.6  times;  GE,  which 
privately  acknowledges  Siemens  as  its 
No.  One  competitor  worldwide,  sells 
currently  at  14  times  earnings. ) 

A  powerful  company  this.  It  may 
have  been  slow  in  cracking  the  U.S. 
market,  but  you  can  be  certain  that 
it  will  be  a  tough  contender.  ■ 


(JE-Utah 
Internationa 
More  Than 
Just  Anothe 
Merger 

When  corporate  history 
is  written,  this  corporate 
marriage  will  almost  certain 
rank  as  a  milestone. 
Here's  why. 

Anyone  who  knows  General  Elect 
Chairman   Reginald   H.   Jones  kn 
full  well  that  when  he  became  ch 
executive  officer  in  1972  he  v,  ai 
going  to   settle   down   to   the  pi 
it-safe-and-don't-rock-the-boat  el< 
statesman  role  that  so  many  chief 
ecutives  slip  into.  Jones  wouldn't  j 
be  counting  his  stock  options  and 
years  until  his  retirement.  He  was 
ing  to  leave  his  mark  on  the  compa 

Although  Jones  is  only  59,  his  m 
is  already  assured.  The  same  ne 
tiating  skill  that  helped  him  get  < 
out  of  the  capital-draining  compu 
business  enabled  him  last  month | 
tie  the  ribbons  on  GE's  nearly  $S 
billion  merger  with  Utah  Intematil 
al,  a  coal  and  uranium  producer. 

What's  so  special  about  a  merj 
even  a  multibillion-dollar  one?  In  I 
case,  plenty.  In  the  first  place,  GE 
not  normally  a  mergering  compa; 
this  is  its  first  domestic  acquisition 
80  years.  Second,  the  Justice  Deps 
ment  does  not  look  kindly  on  corpoi 
giants  acquiring  other  corporate  giai 
But  when  the  Justice  Department 
raise  objections,  Jones  met  them, 
principal  concession:  setting  up 
separate  company  with  a  sepai 
board  to  run  Utah's  uranium  busin 

But  why  go  to  all  that  trouble?  q 
why  pay  so  much  money  for  a  a 
pany  in  so  cyclical  a  business?  T 
answer  is  that  Jones  was  thinking  v 
long  term.  Talking  to  Forbes  < 
years  ago,  Jones  said:  "You  are  lc  , 
ing  at  an  energy-short  economy,  f, 
economy  that's  going  to  have  to  pi 
greater  reliance  on  its  indigenous  r 


". . .  one-upping  the  Americans  in  the  international 
market  is  that  important  to  [Siemens]." 
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The  Long  View:  That's  the  perspective  GE's  Chairman  Reginald  Jones  (inset)  had  in  mind  when  he  first  saw  Utah 
International's  vast  resources.  But  even  in  the  short  run,  Utah's  coal  operation  (above)  should  pay  off. 


sources.  And  those  resources  that  we 
have  in  abundance  are  coal  and  ura- 
nium. The  way  to  utilize  those  re- 
sources is  through  the  electric  econ- 
omy, so  we  see  such  a  tremendous 
growth  opportunity  in  those  cores.  .  .  ." 

In  the  future,  Jones  clearly  feels,  it 
won't  be  enough  to  make  equipment 
to  convert  energy  into  electricity;  it 
will  be  necessary  to  own  some  of  the 
energy  sources  themselves.  Some  Wall 
Street  analysts  were  concerned  by  the 
merger  proposal,  but  Jones  reassured 
them:  "This  merger  will  bring  GE  in- 
to a  whole  new  area  of  opportunity- 
natural  resources."  In  other  words, 
energy  is  too  important  a  business  to 
lease  entirely  to  the  oil  companies. 

The  oil  companies  aren't  the  only 
ones  with  resources  to  develop  al- 
ternative energy  sources;  if  anyone 
has  resources,  financial  and  technical, 
GE  does.  And  if  anyone  has  vast  non- 
petroleum  energy  reserves,  Utah  does. 

Are  some  of  Utah's  major  properties 
threatened  by  nationalism?  Already 
the  Australian  government  has  ob- 
tained increased  local  participation  in 
the  Queensland  coal  operations,  and 
Peru  nationalized  Utah's  Marcona 
iron  ore  property  in  1975.  Never 
mind,  GE  can  afford  to  ride  it  out. 

The  mining  business  can  be  highly 
cyclical,  throwing  off  huge  profits  one 
year,  barely  breaking  even  another. 
While  Utah  has  avoided  any  down 
earnings  years  during  the  past  decade 
because  of  its  booming  coal  opera- 
tions, even  it  has  run  into  costly  de- 
lays recently.  Mining  requires  huge 
amounts  of  capital  for  developing 
properties,  often  in  remote  areas. 

W  ho  today  can  put  up  the  heavy 
front-end  capital  investment  in  such  a 
business?  Look  at  the  state  of  main 
mining  company  stocks:  Kennecott 
[Copper  sells  at  a  discount  from 
book  value;  so  docs  Asarco.  Sure,  the 
profits  will  be  there  some  day,  but 


who  can  wait  perhaps  years  for  a  re- 
turn? Who?  Oil  companies,  perhaps, 
and  GE.  "Our  surplus  cash  position  is 
approaching  SI  billion,"  says  Jones. 

The  same  considerations  help  ex- 
plain why  Utah  Chairman  Edmund 
W.  Littlefield  and  his  board  were  will- 
ing to  sell  out.  Last  year  Utah  did 
very  well— earning  $179  million  on  rev- 
enues of  $1.08  billion— but  an  esti- 
mated three-fourths  of  the  profit  came 
from  the  Queensland  coal  mines.  Lit- 
tlefield, 62,  is  nearing  retirement  and 
his  family  is  a  major  stockholder  (as 


"You  have  to  see  Utah's 

Queensland  mines  They 

just  scoop  up  the  coal. 
There  it  is,  black  gold." 


is  the  family  of  former  Federal  Re- 
serve Board  Chairman  Marriner  S.  Ec- 
cles).  By  turning  their  Utah  stock  into 
GE  stock,  they  retain  a  stake  in  min- 
ing but  end  up  with  a  far  more  stable 
and  diversified  holding. 

Reg  Jones  is  not  given  to  hyper- 
bole, but  his  eyes  lighted  up  when, 
at  a  meeting  of  security  analysts,  he 
was  asked:  "Why  is  Utah  worth  $2.2 
billion  in  GE  stock?"  Answered  Jones: 
"You  have  to  see  Utah's  Queensland 
metallurgical  coal-mining  operations 
to  appreciate  them.  There  are  no  peo- 
ple to  disturb  out  there  in  the  out- 
back, few  animals,  no  environmental 
problems.  They  just  scoop  up  the  coal 
—it's  only  a  few  feet  from  the  surface 
—and  there  it  is,  black  gold.  And  it's 
all  automated,  one  of  the  lowest-cost 
metallurgical  coal  mines  in  the  world." 
Meanwhile,  Australia,  badly  in  need 
of  foreign  exchange,  recently  moved 
to  eliminate  a  coal  export  levy  that 
was  inhibiting  exports.  Eventual  bene- 
fit to  Utah:  $50  million. 


How  much  coal  is  in  Queensland, 
where  Utah  has  roughly  70$  owner- 
ship? In  addition  to  363  million  tons 
ol  strip-minable  coal,  a  possible  2 
billion  more  tons,  most  of  which  may 
require  underground  mining. 

But  that's  only  the  tip  of  Utah's 
resources  iceberg.  Utah  owns  reserves 
of  more  than  1  billion  tons  of  steam 
coal  in  New  Mexico  and  300  million 
in  Colorado.  Then  there's  Utah's  ura- 
nium, 12  million  tons  in  Wyoming 
alone.  That  will,  under  the  Justice 
Department  agreement,  be  under  in- 
dependent management  until  2000, 
but  GE  will  still  reap  the  profits. 

The  catalog  goes  on.  Utah  holds 
roughly  a  third  interest  in  the  rich 
Mount  Goldsworthy  iron  ore  develop- 
ment in  western  Australia.  Due  to 
fixed-price  contracts  and  runaway  in- 
flation, its  profitability  has  been  re- 
duced recently.  Another  iron  ore 
project  in  Brazil  is  currently  in  the 
costly  start-up  phase.  Copper  opera- 
tions today  are  barely  breaking  even. 
But  ups  and  downs  are  a  way  of  life 
in  mining.  GE  can  easily  stand  the 
downs;  a  pure  mining  company  can- 
not so  easily  do  so. 

All  in  all,  Utah's  minerals  in  the 
ground  could  easily  be  worth  $8  bil- 
lion—not to  just  anybody  but  to  an 
owner  as  rich  and  as  able  to  take  a 
long-term  view  as  GE. 

GE,  burned  in  computers  and  sty- 
mied in  nuclear  energy,  needed  a 
growth  path;  too  many  of  its  present 
businesses  are  fast  maturing.  By  bold- 
ly breaking  precedent,  Jones  has 
opened  great  new  prospects  for  GE. 

Jones  could  have  coasted  until  his 
retirement:  no  Justice  Department 
headaches;  no  worries  about  nation- 
alism abroad;  no  concerns  over  roller- 
coastering  raw  materials  price1-  In- 
stead, ten,  20  years  from  now,  they'll 
be  talking  about  GE's  historic  cor- 
porate decision.  ■ 


FORBES,  JANUARY  15,  1977 


33 


The  Alchemist 

Irwin  Jacobs  got  rich  by  knowing  how  to 
turn  bad  assets  into  good  cash. 


By  ESTHER  DYSON 

The  court-appointed  trustees  of  W.T. 
Grant  Co.  last  November  auctioned 
off  the  bankrupt  retailing  giant's  con- 
sumer receivables.  The  winning  bid- 
der on  the  $330-million  face  value  in 
small  debts:  Federal  Financial  of  Min- 
neapolis. The  bid:  $44  million. 

Federal  Financial  is  actually  Irwin 
Jacobs,  35,  a  professional  liquidator, 
one  of  the  country's  biggest,  with  an- 
nual turnover  between  $50  million 
and  $100  million,  depending  upon 
how  big  and  how  often  disaster 
strikes  someone  else  in  a  given  year. 
He  has  done  well  from  the  business. 
How  well?  Only  his  bankers  know, 
but  he  lives  in  a  grand  house— Cybill 
Shepherd's  family  mansion  in  the 
movie  The  Heartbreak  Kid— on  37 
acres  overlooking  Lake  Minnetonka. 

The  Grant  deal  is  by  far  the  big- 
gest Jacobs  has  ever  undertaken,  both 
in  risk  and  in  possible  reward.  Back- 
ing up  his  bid  were  the  projections 
of  his  own  staff  of  accountants  whom 
Jacobs  had  go  over  the  books.  A 
similar  team  for  the  Grant  trustees  had 
determined  the  present  value  of  the 
accounts  to  be  about  $42  million.  The 
5%  or  so  difference  between  that  and 
what  Jacobs  was  willing  to  pay  is 
precisely  what  Jacobs'  business  is  all 
about— the  ability  to  wring  a  few  ex- 
tra pennies  out  of  bad  debt  or  sour 
inventory.  Jacobs  has  lately  grown 
wary  of  publicity  and  he  won't  say 
how  much  of  the  bid  money  is  his, 
and  how  much  his  bankers'.  But  a 
friend  says,  "Irwin  is  leveraged  right 
up  to  the  eyeballs."  Moreover,  the 
deal  was  retroactive,  starting  on  Aug. 
1.  From  that  time  to  the  beginning 
of  December,  some  $22  million  had 
already  come  in,  effectively  reducing 
the  purchase  price  to  $22  million. 

The  next  $22  million  is  sure  to  be 
harder.  A  good  number  of  the  re- 
maining accounts  are  for  amounts  un- 
der $20.  Some  $80  million  worth  are 
so-called  shoebox  accounts— ones  that 
never  got  into  Grant's  computer  sys- 
tem and  were  recorded  manually. 
Jacobs  estimates  his  costs  at  about 
$7  million  a  year  for  salaries,  com- 
missions, telephones,  mail,  legal  fees. 
For  example,  Federal  Financial  needs 
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business    licenses   in   all   50  states. 

The  liquidator's  game  is  essentially 
the  same  as  the  retailer's:  Buy  cheap, 
sell  (or  collect)  high,  and  do  it  fast. 
Anything  that  prevents  a  quick  turn- 
over eats  into  profits.  The  question: 
Can  Jacobs  get  enough  cash  in  be- 
fore costs  start  adding  up  even  faster? 

"In  the  end,"  Jacobs  says,  "I'd 
rather  believe  my  gut  than  my  mind. 
I  could  have  found  many  reasons  not 
to  do  this  deal,  but  at  some  point 
you  have  to  take  a  chance.  You  have 
to  be  a  scrapper  in  this  business." 

Jacobs  began  learning  the  business 
from  his  father,  a  Bussian  immigrant 
who  toured  the  countryside  in  a  truck 
collecting  and  reselling  used  burlap 
bags,  a  staple  in  the  grain-farming 
and  -milling  country  around  Minneap- 
olis. Jacobs  rode  around  with  him 
from  the  time  he  was  five.  He 
branched  out  at  18  when  he  bought 
some  300  pairs  of  $85  skis  for  $12  a 
pair  at  a  customs  auction  and  discov- 
ered he  could  sell  those  as  well  as 
burlap  bags— and  for  $39  a  pair. 

Now  the  tall,  husky  Jacobs  is  a 
regular  around  insurance  offices,  fire 
sales,  salvage  sales— wherever  some- 
one needs  to  turn  assets  into  quick 
cash.  He  has  sold  truckloads  of  gro- 


Liquidator  Jacobs:  Like  any  nimble 
retailer— buying  cheap,  selling  high, 
and  doing  it  fast. 


ceries,  freightcars  of  bicycles,  ware- 
houses of  carpets,  parking  lots  of 
furniture.  He  has  just  concluded  a 
sale  of  30,000  leather  coats  (cost:  $2 
million;  proceeds:  about  twice  that). 

It  hasn't  all  been  smooth.  There 
was  the  time,  for  example,  when  Ja- 
cobs was  literally  taken  to  the  clean- 
ers. He  had  paid  $150,000  for  the 
inventory  of  a  Pennsylvania  clothing 
manufacturer  flooded  out  by  Hurri- 
cane Agnes  in  1972.  "The  warehouse 
was  filled  with  mud  almost  to  the 
ceiling,"  Jacobs  recalls.  "We  loaded 
20  refrigerated  vans  [to  retard  mold- 
ing] and  took  them  to  a  commercial 
dry  cleaner  I  use  in  Minneapolis." 
The  cleaner,  who  was  charging 
$100,000,  telephoned  one  night  at 
11  p.m.  and  said,  "Come  quick!"  The 
cheaply  sewn  clothes  were  falling 
apart  at  the  seams.  Jacobs  sold  them 
in  Mexico  at  a  loss  of  $50,000. 

It  was  a  success,  however,  that 
made  Jacobs  leery  of  publicity  and 
of  public  companies.  It  came  two 
years  ago  when  he  bought  the  as- 
sets (and  assumed  the  liabilities)  of 
Grain  Belt  Breweries,  a  faltering  pub- 
lic company  with  sales  of  $40  mil- 
lion and  losses  of  $400,000  in  1975. 
For  it  he  paid  $4.1  million  ($3.9  mil- 
lion of  which  was  a  letter  of  credit 
supplied  by  his  friendly  bankers). 
Jacobs  must  now  resolve  shareholder 
lawsuits  charging  him  with  having 
bought— and  the  directors  with  having 
sold— the  company  too  cheaply. 

Jacobs  says  he  had  hoped  to  run 
the  brewery  as  a  going  business,  but 
he  soon  saw  that  the  company 
couldn't  be  revived.  So  late  in  1975 
he  sold  the  label  to  another  brewer, 
the  G.  Heileman  Brewery  of  La 
Crosse,  Wis.,  for  $3.3  million,  and 
auctioned  off  most  of  the  inventory 
and  equipment  for  several  million 
more.  He  retains  the  land— 17  acres— 
and  the  buildings,  now  mostly  rented 
out.  The  settlement  should  cost  $1 
million  at  the  outside— despite  the  bad 
publicity.  It  was  a  painful  deal  but  a 
profitable  one. 

The  teacher  who  prepared  Jacobs 
for  his  Bar  Mitzvah  more  than  22 
years  ago  was  Meshulam  Riklis,  now 
Rapid-American  chairman.  Unlike 
Riklis,  however,  Jacobs  has  learned 
one  important  lesson:  He  doesn't 
raise  money  from  the  public.  Says 
Jacobs:  "I'm  disenchanted  with  pub- 
lic companies,  where  you  have  an 
obligation  to  other  people.  This  way, 
all  I  lose  is  my  own  money"— and; 
that  but  rarely.  ■ 
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Kodak  showed  us  how  to  move  faster 
on  customer  questions 

ind  Save  $50,000 besides.    ioggeSd  by  a  major  southern 

financial  institution  since  it  adopted 
Kodak's  proposal  for  centralized 
microfilming  of  depositor  records. 

From  yet  another  bank,  the  sav- 
ings came  in  the  computer  printout 
area  where  filming  is  now  saving 
$70,000  a  year  in  paper  alone. 

You  already  know  you  save 
money  with  Kodak  microfilm.  But 
now,  the  need  is  to  look  beyond  the 
savings  generated  in  routine  appli- 
cations. 

To  make  this  kind  of  progress 
in  your  organiza- 
tion takes  your 
determination 
to  seek  better 
answers. 

The  sooner  you  ask 
us,  the  sooner  we  can 
help  with  an  in-depth 
proposal.  If  youVe  already  received 
a  Kodak  Proposal,  act  on  it  now 
and  start  saving. 

Write  on  your  letterhead  to  D.  W. 
Storey,  Eastman  Kodak  Company, 
Dept.7603,  Rochester,  N.Y.  14650. 

What  you're  saving  now  with 
microfilm  is  only  the  beginning. 
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California's  Paradise  Lost 


Once  one  of  the  most  prosperous  states,  California 
has  become  just  another  troubled  one.  Is  the  national 
economy  to  blame?  Or  does  the  trouble  lie 
within?  And  where  does  it  go  from  here? 


A cloud  considerably  bigger  than  a  man's  hand 
now  hovers  over  the  State  of  California.  Once 
the  logical  destination  for  upwardly  mobile 
optimists  ("California,  Here  I  Come!"),  the 
state  is  now  passing  through  a  series  of  eco- 
nomic shocks  and  political  stresses  that  have 
cast  a  pall  of  uncertainty  and  self-doubt  over  its  future. 
The  weather  is  still  good.  The  mountains  and  beaches  are 
still  there,  the  shirt-sleeve  informality.  But  the  mood  is 
different  now.  A  bit  sour  even. 

A  gold  rush  got  California  going  in  1849.  Successive 
booms— agriculture,  oil,  the  movies  and  then  aerospace- 
kept  it  going.  Economic  opportunity  and  a  seductive  life- 
style lured  winners  and  losers  alike  from  elsewhere  in 
such  numbers  that  by  1963  California  had  become  the 
most  populous  state  in  the  Union.  But  the  self-satisfac- 
tion bordering  on  smugness  that  many  an  Easterner  has 
detected  on  the  West  Coast  has  yielded  to  urgent  and 
increasingly  acrimonious  debate  about  a  tough,  complex 
question:  What  will— or,  rather,  what  shou Id— happen  next, 
now  that  easy  growth  has  stopped? 

California  is  by  no  means  a  basket  case.  Many  a  state 
to  the  east  would  gladly  exchange  problems.  By  itself, 
the  goods  and  services  produced  by  21.5  million  Cali- 
fomians  make  their  economy  the  eighth  largest  in  the 
world,  bigger  than  Italy's,  just  behind  the  U.K.'s.  By  con- 
ventional reckoning— per-capita  income,  labor  force  pro- 
ductivity, tax  base— the  state  is  comparatively  well  off. 
Add  other  things— a  superb  higher  education  system,  a 
relatively  professional  and  honest  civil  service,  that  fa- 
bled climate— and  California  would  seem  to  be  twice  or 
thrice  blessed. 

But  it  is  precisely  California's  special  strengths  that 
give  the  debate  over  its  future  the  potential  for  special 
difficulty  and  bitterness.  To  an  extent  denied  older,  poorer 
states  of  the  Union,  California  can  choose  its  future. 
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Californians  have  this  choice  because  they  already  pos- 
sess most  of  what  they  need:  agriculture,  industry,  tour- 
ism. The  state  can,  in  effect,  choose  not  to  grow.  But 
this  could  add  to  unemployment,  part  of  which  results 
from  the  influx  of  jobless  from  other  states  and  from  the 
relatively  higher  number  of  youths  and  women  seeking 
jobs.  No-growth  could  force  young  people  to  migrate  to 
find  jobs  elsewhere.  Is  that  what  Californians  want?  Is 
a  conscious  commitment  to  limited  economic  growth  fair 
to  the  poorer  segments  of  the  population?  Is  it  fair  to 
other  Americans  who  may  want  to  come  to  the  state? 
California  is,  after  all,  part  of  the  Union. 

Although  there  are  signs  that  positions  are  beginning 
to  shift,  no-growth  clearly  is  in  the  ascendancy,  andj 
while  most  of  the  population  is  still  doing  very  nicely, 
a  substantial  minority  is  not.  Unemployment  is  now  ehron-| 
ically  higher  than  the  national  average— 9.4?  in  Califor- 
nia, vs.  7.6%  nationwide  for  1976.  Especially  hard  hit 
are  the  building  trades,  where  one  worker  in  five  is  now 
idle,  due  to  a  prolonged  slump  in  industrial  construction. 
New  industry  iro  longer  seeks  out  California  in  large  num- 
bers. On  the  contrary,  says  Robert  W.  Draine,  senior 
vice  president  of  Coldwell,  Banker  &  Co.,  big  industrial 
real  estate  brokers,  companies  are  leaving.  The  long-term 
outlook  is  for  more  of  the  same.  After  1980,  according 
to  the  Business  Forecasting  Project  at  the  UCLA  Grad- 
uate School  of  Management,  the  California  economy,  I 
a  reversal  of  past  patterns,  will  grow  at  a  slightly  slower 
rate  than  the  gross  national  product.  Intertwined  in  this 
economic  slowdown  is  a  significant  drop  in  the  flow  of 
out-of-staters  to  California. 

To  some,  there  seems  almost  Spenglerian  inevitability 
about  the  situation.  California  has  had  its  day,  their 
argument  runs,  and  now  it  is  the  turn  of  other  states  in 
the  Sunbelt,  in  the  crescent  sweeping  from  Florida 
westward  through  the  South  and  Southwest,  which  still 
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Rave  the  open  space,  the  eager  labor  pools  and  the 
motivation  with  which  to  lure  new  businesses.  Califor- 
nia in  1977,  some  economists  insist,  is  an  example  of 
an  "advanced  economy,"  in  which  service  and  commer- 
cial employment  increasingly  outnumber  manufactur- 
ing, thus  threatening  the  economy's  ability  to  create 
new  jobs. 

But  this  is  only  a  partial  truth.  In  fact,  a  good 
part  of  California's  slowdown  is  self-inflicted; 
a  good  many  Califoniians  prefer  things  that  way. 
California  has  paid  a  pretty  stiff  price— in  smog, 
urban  blight,  suburban  sprawl,  ravaged  coasts 
and  tawdry  development  inland— for  past 
prosperity.  An  end  of  headlong  growth,  some  environ- 
mentalists believe,  greatly  improves  the  odds  on  preserv- 
ing what  is  left  of  salubrious  air  and  beautiful  vistas  and 
reclaiming  what  has  been  destroyed. 

Consider  the  fate,  yet  to  be  determined,  of  2,700  acres 
of  rolling  hills  bordering  the  Sacramento  River  some  40 
piles  northeast  of  San  Francisco.  There,  where  sheep 
now  graze,  Dow  Chemical  Co.  wants  to  locate  a  signifi- 
cant piece  of  a  major  petrochemical  expansion.  Ultimate- 
ly, Don's  plans  would  provide  up  to  1,000  construction 
jobs  in  the  next  five  to  six  years  and  another  1,000  per- 
manent jobs— at  an  investment  cost  to  Dow  of  some  $500 
million.  Dow  has  already  invested  some  $10  million  and 
three  years  to  acquire  the  site  and  to  secure  the  65  dif- 
ferent permits  required  from  18  federal,  state,  regional 
and  local  authorities,  and  is  thus  far  stymied.  It  is  de- 
fending itself  on  the  one  hand  against  a  lawsuit  filed 
by  the  Sierra  Club  and  other  environmental  groups  con- 
cerned about  the  impact  of  a  petrochemical  plant  on 
the  fragile  ecology  of  the  nearby  delta  region.  With  an- 
other hand  Dow  is  tiying  to  reverse  a  decision  by  the 
Bay  Area  Air  Pollution  Control  District  to  deny  per- 
mission to  proceed  with  the  first  of  seven  petrochemical 
units  planned  for  the  site.  Dow  has  been  fmstrated  thus 
far,  not  because  its  proposed  plant  would  be  a  heavy 
polluter— the  plant  would  be  quite  clean  for  such  a  fa- 
cility—but because  the  district  officer  has  interpreted  fed- 
eral standards  called  for  by  the  Clean  Air  Act  of  1970 
to  mean  that  no  new  sources  of  significant  pollution  may 
he  added— because  the  air  there  is  already  dirty.  Dow 
is  appealing  the  decision,  convinced  that  it  is  an  excessive- 
ly zealous  interpretation  of  the  regulations. 

The  Dow  case  is  symptomatic  of  the  self-inflicted  na- 
iture  of  at  least  part  of  California's  economic  slowdown, 
jit  clearly  focuses  the  fundamental  conflict  between  eco- 
nomic realities  and  the  goals  of  the  federal  Clean  Air  Act, 
^specially  when  they  are  aggressively  pursued  by  local 
authorities.  It  is  a  case  where  the  environmentalists  are 
more  than  willing  to  buy  clean  air  at  the  expense  of 
isomebody  else  being  unemployed.  Resolution  of  the  con- 
jHict  may  ultimately  require  a  particularly  cold-blooded 
trade-.  >ff:  How  many  premature  deaths  from  pollution  are 
Ivorth  how  many  jobs? 

California's  environmental  battles  are  only  the  most 
widely  publicized  sources  of  conflict  over  what  is,  and 
jivhat  is  not,  in  the  public  interest  as  far  as  business  ex- 
pansion is  concerned.  Tax  structure  is  another  and,  for 
>ome,  an  even  more  pressing  irritant.  California,  for  ex- 
unple,  isn't  the  only  western  state  that  levies  a  tax 
bn  inventories.  But  it  is  one  of  the  very  few  that  hasn't 
scheduled  it  for  extinction.  That  tax  alone,  more  than 


any  other  factor,  accounts  for  a  virtual  ring  of  distribu- 
tion warehouses  surrounding  the  state— in  Arizona,  Ne- 
vada, Utah,  Oregon— rather  than  locating  inside  the  bor- 
ders holding  a  market  containing  a  tenth  of  the  U.S.  pop- 
ulation. The  new  warehouse  J.C.  Penney  is  building  to 
back  up  a  major  expansion  of  its  catalog  sales  business 
on  the  West  Coast  will  be  located  in  Reno,  Nev.  (see 
p.  55).  The  2-million-square-foot  center  scheduled  for 
completion  in  1979  will  provide  about  2,000  new  jobs  for 
Nevadans,  not  Californians. 

Nor  is  that  all  that  rankles  business.  The  total  state 
and  local  tax  bite  per  capita  in  California  was  $890  in 
1975,  second  only  to  New  York's  $1,009.  Because  of  lib- 
eral eligibility  standards  and  the  relatively  high  proportion 
of  workers  without  jobs,  the  unemployment  tax  charge  to 
California  employers  is  now  2.1%  of  total  wages  paid,  sec- 
ond highest  among  the  50  states.  Relatively  high  land 
costs,  minimum  wages  higher  than  federal  standards,  the 
absence  of  state  and  locally  issued  revenue  bonds  to  help 


"Compared  with  the  red  carpet  treat- 
ment corporate  site-seekers  are  accord- 
ed elsewhere  in  the  Sunbelt,  Califor- 
nia is  downright  aloof  In  its  warm 

feelings  for  business,  California 
ranked  48th  among  the  50  states." 


cut  new  plant  financing  costs— the  litany  goes  on,  making 
California  seem  more  like  a  benighted  state  in,  say,  tired 
old  New  England  than  in  the  Golden  West. 

The  choices  before  California  are  inevitably  expressed 
in  political  friction.  Gov.  Edmund  G.  (Jerry)  Brown  Jr. 
was  elected  two  years  ago  not  least  because  of  his  long 
standing  commitment  to  environmental  causes.  Brown,  a 
Democrat,  had  inherited  many  of  the  state's  environ- 
mental rules— and,  of  course,  many  of  the  career  civil  ser- 
vants who  enforce  them— from  the  avowedly  pro-business 
administration  of  Republican  Ronald  Reagan.  Neverthe- 
less, since  his  inauguration  Brown  has  been  accused  of 
administering  environmental  statutes  in  a  rigid,  unsympa- 
thetic way,  inflicting  upon  business  unnecessary  confusion, 
delay  and  added  costs.  All  states  are  required,  of  course, 
to  enforce  federal  air-  and  water-quality  laws,  but,  as 
Dow  Chemical's  experience  on  the  Sacramento  River  sug- 
gests, California  may  be  doing  it  with  an  inflexible,  and 
possibly  self-defeating,  severity. 

Lntil  recently,  Brown  himself  might  fairly  have 
been  accused  of  being  almost  totally  indif- 
ferent to  the  business  climate.  Compared  with 
the  red  carpet  treatment  corporate  site-seek- 
ers are  accorded  elsewhere  in  the  Sunbelt, 
California  is  downright  aloof.  In  a  1975  sur- 
vey made  by  the  Industrial  Development  Research  Coun- 
cil, consisting  of  corporate  real  estate  managers  of  major 
U.S.  companies,  more  than  40?  of  respondents  character- 
ized state  and  local  officials  in  California  as  "antigrowth 
-difficult  to  deal  with."  Another  22?  called  them  "indif- 
ferent." In  its  warm  feelings  for  business,  California  ranked 
48th  among  the  50  states.  At  the  top,  scoring  100? 
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grades  for  "cooperative— try  to  help,"  were  such  states 
as  Alabama,  Arkansas,  Kansas,  Mississippi,  Oklahoma  and 
South  Carolina. 

One  of  the  first  things  Brown  did  on  taking  office  in 
1975  was  to  eliminate  from  the  state  budget  $845,000 
(in  a  state  budget  of  $11.5  billion)  for  the  Department 
of  Commerce,  which  was  responsible  for  promoting  eco- 
nomic development  and  tour- 
ism. (Brown  claimed  the  de- 
partment was  ineffectual,  a 
haven  for  political  cronyism. 
Maybe  so,  but  that  he  abol- 
ished it,  rather  than  improve 
it,  is  in  itself  revealing. ) 

Brown's  high-and-mighty 
attitude  toward  business,  his 
commitment  to  environment 
as  the  greatest  of  goods  may 
have  been  shaken  a  bit  by 
his  exposure  as  governor  to 
economic  realities.  In  an 
hour-long  interview  with 
Forbes  he  kept  insisting— 
with  some  feeling  but  less 
logic— that  a  governor  can't 
do  much  about  unemploy- 
ment; it  is  a  national  matter. 
"The  basic  economic  levers," 
he  said,  "are  in  the  hands 
of  the  Federal  Government." 

Admittedly,  federal  spend- 
ing is  important.  California 
aerospace  firms  provided  just 
under  600,000  jobs  in  1968; 
it  was  the  post-World  War 
II  peak,  accounting  for  about 
9%  of  all  nonagricultural  em- 
ployment. Now,  with  the 
Vietnam  War  over  and  the 
Apollo  moon  project  phased 
out,  aerospace  provides 
470,000  jobs.  But  Brown 
seemed  to  be  saying  that 
the  state  can  tax  and  ham- 
string and  regulate  as  much 
as  it  wants  to,  and  as  long 
as  the  Federal  Government  is 
following  expansionist  poli- 
cies, there  will  be  plenty  of 
jobs  in  California.  But  is  this 
true?  If  it  is,  why  does  Cal- 
ifornia, like  the  State  of  New 

York,  have  a  greater  than  average  rate  of  unemployment? 

Pressed,  Brown  conceded  that  the  trade-offs  between 
jobs  and  the  environment  were  tough  ones.  "It's  a  chess 
game  with  very  few  moves,"  he  said. 

Forbes  asked  the  governor  whether  it  wasn't  a  case  of 
making  the  poor,  many  of  them  blacks  and  Latins,  pay 
the  price  for  keeping  Lake  Tahoe  a  sparkling  blue. 
The  question  made  Brown  visibly  edgy.  Carefully  choosing 
his  words,  he  replied:  "Maybe  we  are  too  fastidious  about 
the  environment." 

This  is  not  to  accuse  Brown  of  hypocrisy.  It  is  simply 
that-like  all  politicians  of  whatever  stripe-he  is  in  trou- 
ble when  he  tries  to  carry  out  his  campaign  promises. 


Keeping  those  promises  inevitably  means  a  cost  to  someone 
Nor  is  the  executive  branch  uniquely  at  war  with  eco- 
nomic sense.  It's  not  all  that  difficult  for  a  state  or  local 
legislature  to  pass  laws  calling  for  clean  air  and  water 
Nor  to  raise  taxes  paid  by  businesses.  Then  one  can  point 
to  the  balanced  budget  and  the  improved  environment 
But  what  if  the  laws  and  the  taxes  make  local  business 

noncompetitive  and  lead  to; 
layoffs?  The  easiest  thing  isi 
to  blame  that  on  someone  else 
—the  Federal  Government  or 
greedy  businessmen.  The  fact 
is  that  the  benefits  from 
soaking  business  are  imme 
diately  apparent  while  the 
cost  is  diffused  and  delayed. 

In  any  case,  continued  in 
difference  to  what  business 
needs  makes  no  political 
sense  any  longer.  Brown,  whc 
is  just  38,  is  considered  more 
than  likely  to  go  for  a  second 
term  in  1978.  If  the  Califor- 
nia economy  continues  to  lag 
he  could  be  in  considerable 
trouble.  Even  political  allies 
now  want  a  stronger  com 
mitment  from  Brown  to  worl 
with  those  tools  he  has.  Say; 
John  F.  Henning,  executive 
secretary  of  the  California 
Labor  Federation,  "We'd  like 
to  see  him  make  more  efforts.' 
Says  Assemblyman  Fran! 
Mori,  a  Democrat,  who  head' 
a  legislative  subcommittee 
exploring  the  state's  econom- 
ic problems,  "To  me,  the 
quality  of  life  begins  wit! 
having  a  job  and  being  able 
to  feed  myself." 

The  rest  of  the  Sunbell 
can  take  no  particulai 
pleasure  from  California': 
current  woes.  If  they  sustaii 
their  own  heady  growth  a; 
long  as  California  did,  it  i: 
certain  that  they,  too,  in  time 
will  have  to  face  up  to  thej 
same  choices.  Unions  there 
are  likely  to  sign  up  more 
workers.  (Just  last  month— an 
interesting  portent— the  United  Auto  Workers  succeeded  irj 
organizing  640  workers  in  a  new  General  Motors  headi 
light  plant  in  Louisiana.)  Antigrowth  sentiment  will  inn 
crease.  Land  prices  will  rise.  Pro-consumer  legislation  will 
pass.  It's  one  of  the  paradoxes  of  our  time:  The  better  of) 
people  become,  the  less  likely  they  are  to  appreciate  the 
factories  and  industries  that  made  them  well  off. 

The  sounds  of  "California,  Here  I  Come!"  may  rarely  be 
heard  elsewhere  in  the  Sunbelt  these  days,  but  business 
and  political  leaders  there  would  be  wise  to  follow  closel) 
what's  happening  on  the  far  side  of  the  Sierra  Nevada 
It  seems  likely  that  one  day  they'll  be  singing  California': 
new  tune,  whatever  it  turns  out  to  be.  ■ 
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rhe  Perils— And  Profits— Of  Pioneering 


n  many  of  aluminum's  best  markets,  Reynolds 
ias  done  the  pioneering  and  Alcoa  has  picked  up 
he  chips.  But  weep  not  for  Reynolds. 


he  hottest  aluminum  market  to- 
ay  may  be  the  auto  market,  and  the 
ottest  supplier  to  that  market  is  the 
\o.  Two  U.S.  aluminum  maker,  Rich- 
lond-based  Reynolds  Metals.  At  48 
jnts  a  pound,  aluminum  ingot  costs 
Highly  three  times  as  much  as  steel, 
ut  it  goes  further  because  it  weighs 
iiich  less;  and  by  1980  the  average 
ir  must  shed  roughly  800  pounds,  or 
0%  of  its  weight,  to  comply  with 
/ashington's  20-mile-per-gallon  man- 
ate.  Hence  the  average  1977  model 
irries  almost  100  pounds  of  alumi- 
um,  vs.  only  77  pounds  in  1972. 

"That  will  certainly  rise  to  around 
30  pounds  by  1980,"  says  Reynolds' 
ocky  Chairman  David  Reynolds,  61, 
ho  took  over  from  his  oldest  brother 
ichard  last  March  (the  family  holds 
5%  of  the  stock).  "Optimistically,  we 
mid  get  to  420  pounds  by  1985." 
hen  he  adds  proudly,  "We  are  No. 
ne  in  selling  aluminum  to  the  car 
larket.  We  have  been  since  1950." 

Alcoa  is  nearly  half  again  as  large 
i  total  sales  ($3  billion  vs.  $2.1  bil- 
3ii  in  1976)  and  38%  larger  in  total 
tpacity.  So  the  strain  of  pioneering 
ir  Detroit  has  been  a  strain  on  Reyn- 
ds.  It  is  more  heavily  saddled  with 
sbt  (94  cents  per  $1  of  equity  vs. 
lcoa's  72  cents  for  fiscal  1975)  and 
is  had  a  poorer  five-year  return  on 
ipital  (4.8%,  vs.  5.6%). 

Reynolds  has  consistently  outpaced 
lcoa  in  new  aluminum  applications 
>r  cars.  For  example,  it  scored  a  no- 
ble first  with  the  new  all-aluminum 
lgine  for  the  Chevrolet  Vega.  As  one 
imiring  automaker  puts  it,  "You  can 
>ot  Reynolds  salesmen  by  their  dirty 
ikies"— meaning  that  Reynolds  en- 
mrages  its  people  to  get  out  into  the 
orkshops  and  foundries. 

But  a  pioneer  can  also  pick  the 
rong  route.  A  notable  case  in  point 

the  aluminum  bumper  that  has  put 
eynolds  and  Alcoa  on  sharply  diver- 
;nt  courses. 

Reynolds  has  never  shied  away 
om  going  into  the  manufacture  of 
id  products,  even  if  it  meant  com- 
Jting  directly  with  its  customers  to 
'monstrate  a  new  use  for  aluminum, 
hus,  in  the  late  1940s  Reynolds  suc- 


cessfully launched  its  Reynolds  Wrap, 
and  in  the  1960s  plunged  into  can- 
making  when  the  packaging  manu- 
facturers hesitated  to  switch  from 
steel  to  aluminum. 

In  a  similar  move  in  1973,  Reyn- 
olds opened  its  own  full-scale  bumper 
operation  in  Grand  Rapids,  Mich., 
although  the  Big  Three  auto  firms  had 
showed  scant  interest  in  the  idea. 

"It  was  just  the  same  as  when 
the  canmakers  said  we  couldn't  run 
an  aluminum  can  line  as  fast  as  a 
steel  one,"  explains  David  Reynolds. 
"You  have  to  break  down  their  first 
wall  of  resistance."  Eventually,  by 
making  a  bumper  35  pounds  lighter 
than  a  comparable  one  made  of 
steel,  Reynolds  landed  a  sizable  order 
from  General  Motors'  Chevrolet  divi- 
sion for  its  Vega  compact.  This  year 
its  bumpers  will  also  be  on  Ford's 
Pinto  and  Mercury's  Bobcat. 

Back  To  Steel? 

Unfortunately,  neither  the  Vega  nor 
the  Pinto  are  hot  cars  at  the  moment, 
and  Reynolds  has  yet  to  land  a  similar 
bumper  order  for  a  full-sized  car. 
Still  worse,  GM  has  switched  part  of 
its  Vega  line  back  to  steel,  on  the 
grounds  that  new  high-strength,  low- 
alloy  steel  is  almost  as  light  as  alumi- 
num and  much  less  costly.  Mean- 
while, Alcoa  is  grabbing  off  a  nice 
piece  of  the  market  for  bumper  rein- 
forcement bars.  These  bars  can  be 
stamped  from  aluminum  sheet  or  ex- 
truded a  la  Reynolds.  "In  bumper 
reinforcement  bars  and  body  panels 
stamped  from  sheet  we  are  now  clear- 
ly the  leader,"  claims  A.P.  LeClair  Jr., 
Alcoa's  marketing  manager  for  the 
automotive  division. 

LeClair  cites  technological  prob- 
lems to  explain  why  Alcoa  did  not  go 
into  bumper  extrusions.  He  adds, 
"Even  now,  we  feel  supplying  the  met- 
al rather  than  the  production  design 
is  the  better  way  to  go."  Stamping  is 
a  lower  cost  operation  and  doesn't 
obsolete  existing  machinery  for  the 
carmakers. 

This  spring  Reynolds  will  add  an 
anodizing  operation  that  will  put  a 
bright  protective  finish  on  its  bump- 


David  Reynolds:  "We  paid  a  hell  of 
a  price  to  become  the  major  shipper." 


ers.  But  Reynolds  admits  that  its 
bumper  production  this  year  will  lie 
no  greater  than  it  was  in  1974. 

David  Reynolds  is  unlikely  to  quit 
fighting.  He  has  long  had  his  eye  on 
Detroit.  He  personally  landed  the  first 
big  order  from  the  auto  industry  after 
World  War  II— for  Buick's  Dynaflow 
transmission.  Since  the  1950s  Reyn- 
olds has  had  aluminum  smelting  op- 
erations alongside  Ford  and  GM 
plants.  "We  hurt  our  profitability  sell- 
ing molten  metal  instead  of  sheet," 
says  David  Reynolds,  "but  we  were 
looking  at  the  longer  range  and  at  a 
much  bigger  market." 

Today  two-thirds  of  auto  aluminum 
is  still  for  castings,  whose  sales  are 
sure  to  keep  rising.  But  sheet  sales, 
for  items  like  interior  and  exterior 
panels,  will  show  even  bigger  gains, 
probably  doubling  in  the  next  three 
years.  It  is  here  that  Alcoa,  outspend- 
ing  Reynolds  for  research  and  de- 
velopment by  more  than  two  to  one, 
is  starting  to  have  the  edge. 

Fortunately  for  Reynolds,  in  an  ex- 
panding market  everybody  prospers. 
This  year  Reynolds  Metals  should  run 
its  smelters  at  close  to  95%  of  capacity. 
Its  earnings,  up  10.8%  on  average  in 
the  last  five  years,  should  nearly  dou- 
ble, to  $7.50  a  share,  even  allowing 
for  the  3  million  or  so  shares  Reynolds 
is  expected  to  sell  in  its  first  common 
stock  issue  in  20  years.  Even  if  it 
eventually  nestles  into  the  No.  Two 
spot  in  automotive  aluminum,  Reyn- 
olds has  done  well  both  by  itself  and 
by  its  industry.  ■ 
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How  tH 

improved  ou 


I  "With  two  9200s  and  one  operator, 
£  we  can  complete  crucial  rush  jobs 

totalling  more  than  1  million  copies 
i  a  month  at  a  savings  of  96  man-hours." 
f     Floyd  Bowman,  Chief  \ 
Bureau  of  Administrative  Services 
Department  of  Public  Aid 
State  of  Illinois 


Wsmf  i 


"On  an  average  job,  the  Xerox  9200 
turned  out  to  be  100%  faster  than  offset. 
Why?  No  original  plating.  No  collating 
slowdown.  And  no  cleanup." 

Barbra  Cooper,  Manager 
Communications  Center  F* 
Miller  &  Paine,  Lincoln,  Nebraska 


XEROX®  ind  92UO  ®  arc  tridcnurksot  XEROX  CORPORATION 


t 


£erox9200 


"Because  of  the  Xerox  9200's  capability 
J  to  automatically  feed,  print  and  sort 
simultaneously,  I  find  it's  five  times  faster 
than  our  two  offset  presses." 

George  W.  Cook 
Production  Manager 
General  Research  Corporation 
McLean,  Virginia  J 


"Last  year  the  Xerox  9200 
actually  saved  us  25%  in  labor 
and  operating  costs!' 
Ed  Spradlin 
Office  Manager 
Heilig-Meyers  Furniture  Co. 

Richmond,  Virginia 


The  Xerox  9200  Duplicating  System,  with  its  computerized  programmer,  can  automatically  teed,  cycl 
ice  and  sort  a  limitless  number  or  complete  sets  at  the  incredible  rate  of  2  pages  a  second.      v/l—  r-\i~\K/ 
It  can  help  you  and  your  budget  look  a  lot  better.  /\tl\U/V 


Aftermath: 

What  Readers  Say  About 


"Inflation  Is  Now  Too  Serious  A  Matter 
To  Leave  To  The  Economists" 


.if*?'- 


Adam  Smith 


Karl  Marx 


J.M.  Keynes 


Paul  Samuelson       Milton  Friedman      Clark  Cable 


It  was  with  some  foreboding  that 
Forbes  editors  finally  okayed  the 
publication  in  our  Nov.  15  issue  of 
the  essay  entitled  "Inflation  Is  Now 
Too  Serious  A  Matter  To  Leave  To 
The  Economists."  The  editors'  concern 
was  only  natural.  The  article  was 
longer  by  a  factor  of  almost  two  than 
anything  else  we  had  published— and 
brevity  is  a  near-religion  at  Fokbes. 
The  article  ran  counter  to  almost  all 
prevailing  economic  theory,  and  it 
was  authored  by  two  young  men 
without  special  credentials  in  econom- 
ics, David  Warsh,  32,  and  Lawrence 
Minard,  27.  Finally,  it  was  heavy  in 


provide  an  intelligible  description  of 
the  problems  of  inflation. 

Rejecting  both  the  too-much-mon- 
ey-chasing-too-feiv- goods  theory  of 
inflation  and  the  administered-prices 
theory,  our  authors  traced  rising 
prices  to  the  increasing  complexity  of 
society,  to  the  increased  division  of 
labor  within  it.  They  outlined  a  com- 
plexity theory  as  opposed  to  conven- 
tional economics'  quantity  theory.  To 
bolster  their  point,  they  went  back 
over  1,000  years  of  Western  history 
to  draw  the  parallels  between  to- 
day's constantly  rising  prices  and 
those  of  other  eras,  other  places. 


Our  premise  was  radical:  Taxes  drive  prices  up,  we  said. 
Almost  all  economists  claim  that  taxes  force  prices  down. 


theory  in  a  magazine  that  prides  it- 
self on  being  down-to-earth. 

So,  why  did  we  publish  it?  For  a 
simple  reason:  It  had  something  very 
important  to  say  and  was  so  well 
written  that  the  length  seemed  less 
than  it  actually  was.  (A  case  of  brevi- 
ty being  in  the  eye  of  the  beholder. ) 

The  foreboding  about  publishing 
the  article  soon  gave  way  to  elation. 
Never  in  recent  memory  has  any 
Forbes  article  drawn  such  a  volume 
of  mail,  and  never  has  the  response 
been  of  such  high  intellectual  caliber 
—confirming  what  we  have  always 
suspected  but  could  never  prove 
about  the  quality  of  our  audience. 

The  article  that  caused  all  this  ex- 
citement was  inspired  by  the  obvious 
failure  of  the  economics  profession  to 


What  are  the  new  divisions  of  labor 
created  in  modern  times?  Chiefly,  the 
authors  argue,  they  are  in  the  public 
sector,  in  the  welfare  state.  As  the 
costs  of  the  welfare  state  are  diffused 
into  older  costs,  the  prices  of  the  older 
goods  rise.  We  have  tended  to  per- 
ceive this  as  inflation,  a  monetary 
phenomenon.  In  reality,  it  is  diffusion 
of  the  new  costs,  a  social  and  histori- 
cal phenomenon,  the  authors  argue. 
The  "inflation"— the  increase— in  the 
amount  of  money  has  been  a  con- 
sequence, not  a  basic  cause  of  the 
growth  of  complexity.  The  implica- 
tions of  the  difference  are  enormous. 
Patterns  similar  to  today's  occurred 
during  the  commercial,  capitalist  and 
industrial  revolutions  that  preceded 
this,  the  public  revolution.  Each  of 


these  periods  of  cataclysmic  change! 
involved  vast  new  divisions  of  labor. 
Each  involved  long  periods  of  rising) 
prices.  Though  we  may  not  fullyl 
realize  it,  we  are  going  through  such| 
a  period  today. 

Our  businessmen  readers  were,  by) 
and  large,  enthusiastic  about  the  arti- 
cle. It  fitted,  they  felt,  the  realities  of i 
the  situation  better  than  existing  eco- 
nomic theory  did.  The  economistsl 
themselves  were  divided  in  their  reac- 
tion. The  majority  were  hostile,  but  a| 
respectable  minority  felt  that  Forbes 
was  on  the  right  track  and  that  they 
themselves  had  done  earlier  work] 
along  similar  lines.  Among  them  were 
Jay  Forrester  of  the  Massachusetts  In- 
stitute of  Technology;  Robert  Bacon 
and  Walter  Eltis  of  Oxford  University; 
John  Hotson  and  William  Krehm  of 
Canada. 

Below  is  a  sampling  of  the  response 
to  our  article,  both  pro  and  con. 

Sir:  I  hope  you  don't  send  a  cou- 
ple of  journalists  off  to  see  Jaws  to 
solve  our  unemployment  problem. 

— L.  Emil  Krcidcr 
Department  of  Economics  <Lr  Business, 
Beloit  College 
Beloit,  Wis. 

Sir:  Your  exaltation  of  Clark  Cable 
(or  rather,  his  scriptwriters)  as  a  bet- 
ter economist  than  Smith,  Marx, 
Keynes,  Samuelson  and  Friedman 
combined  is  a  stroke  of  genius  and] 
hopefully  will  so  irritate  the  cogno- 
scenti that  they  will  attempt  to  flatten 
you— and  thereby  risk  conversion. 
Naturally,  I  was  pleased  to  appear  in 
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aui"  Clark  Gable  "movie"  as  a  hero— 
)rt  of  a  Woody  Allen  hero,  one  with 
le  right  idea  but  without  enough 
>rce  to  get  it  across.  I  often  feel  just 
lat  way!  However,  you  will  be  hap- 
y  to  know  that  I  have  persisted  in 
rguing  that  the  rising  government 
;ctor  is  at  least  part  of  the  cause  of 
iir  stagflationary  woes  and  am  happy 
»  see  that— like  the  hero  of  a  cigarette 
wnmercial— I'm  not  alone  anymore! 
ideed,  tax  "diffusion"  is  well  on  its 
ay  through  that  "moment"  between 
le  long  period  in  which  it  was  here- 
r  and  the  longer  period  in  which  it 
ill  be  old  hat. 

—John  H.  Hotson 
Professor  of  Economics, 
University  of  Waterloo 
Waterloo,  Ontario 

Note:  Hotson 's  book  Stagflation 
id  the  Bastard  Keynesians  is  avail- 
ble  from  the  University  of  Waterloo, 
Waterloo,  Ontario  M5R  2H7,  $13.95 
irdcover,  $10.95  paperback. 

Sir:  I  should  like  to  congratulate 
3U  and  Messrs.  Warsh  and  Minard 
ir  the  brilliant  and  so  necessary  job. 
rofessor  Hotson  and  I  have  for  a  de- 
ide  been  fighting  to  get  precisely 
(at  message  through  to  the  profes- 
onal  economists.  We  can  claim  very 
tdifferent  success. 

—William  Krehm 
Toronto,  Ontario 

Note:  Krehm's  book  is  available 
om  Thomwood  Publications,  141 
venue  Road,  Toronto  N4W  2R8, 
13.95  hardcover,  $9.95  paperback. 

Sir:  I  was  foolish  enough  to  think 
lat  [your  article]  might  be  more 
tan  the  standard  journalistic  display 
:  cheap  nastiness  and  sophomoric 
ever  nonsense;  but  it  didn't  take 
»ng  to  learn  differendy. 

—Harry  G.  Johnson 
Department  of  Economics, 
The  University  of  Chicago 
Chicago,  III. 

Sir:  I  do  not  believe  I  have  read 
nything  in  recent  years  that  shows 
reater  insight  into  one  of  the  nation's 
lost  perplexing  problems. 

—Werner  C.  Brown 
President, 
Hercules  Inc. 
Wilmington,  Del. 

Sir:  If  Warsh  and  Minard  do  not 
jceive  the  Nobel  Prize  in  economics, 
ley  have  eminent  company.  Adam 
mith,  for  one.  And  Karl  Marx  for  the 
ther.  It  is  one  of  those  extremely 
ire  pieces  of  analysis,  lucid  and  to 
le  point,  that  changed  unalterably 
tie's   perception   of  reality— nothing 


seems  quite  the  same  after  having 
read  it.  [It's]  already  worth  more  to 
me  than  my  three  years'  subscription. 

—James  T.  Goo 
Oakland,  Calif. 

Sir:  Warsh  and  Minard  cannot 
claim  that  "no  economist  in  the  field 
today"  has  explained  the  present  stag- 
flation in  their  terms.  Robert  Racon 
and  I,  from  Oxford,  England,  ex- 
plained the  Rritish  stagflation  in  just 
their  way  in  the  London  Sunday 
Times'  "Declining  Rritain"  articles  of 
November  1975,  and  in  our  subse- 
quent book,  Britain's  Economic  Prob- 
lem: Too  Few  Producers  (St.  Martin 
Press,  $14.95).  It  is  arguable  in 
Britain  that  the  "Clark  Gable  take- 
over" has  gone  furthest  and  un- 
dermined the  economy  most,  so  it  is 
perhaps  to  be  expected  that  British 
economists  should  have  been  the  first 
to  come  up  with  this  explanation. 

We  should  add  that  if,  as  in  Brit- 
ain, workers  manage  to  avoid  paying 
for  the  Gable  gang  by  winning  out  in 
the  inflation  process,  the  cost  ends  up 
with  the  merchants  even  though  they 
try  to  pass  it  on  by  raising  the  price  of 


beans.  (In  Britain,  government  price 
controls  of  the  Galbraith  type  stopped 
companies  from  raising  prices  enough 
to  maintain  profitability.)  The  con- 
sequent loss  of  company  cash  flow 
then  cuts  investment  in  the  town  so 
that  the  merchants  employ  less  and 
less  of  its  population.  If  the  gang  goes 
on  growing,  the  town— Britain  or  New 
York— moves  nearer  and  nearer  to 
total  breakdown.  There  are  simply 
too  few  producers  to  finance  the  in- 
flated public  payroll. 

Warsh  and  Minard  are  wrong  to 
say  that  the  theory  conflicts  with 
monetary  explanations  of  inflation. 
Prices  could  not  go  on  rising  if  the 
money  supply  was  controlled.  But 
growing  frustration  as  a  result  of  ris- 
ing taxation  makes  workers  readier  to 
support  prolonged  strikes,  so  trade 
unions  become  stronger  and  more 
militant  (as  in  Britain)  which  raises 
Milton  Friedman's  "natural"  rate  of 
unemployment.  There  is  then  more 
unemployment  than  before  if  govern- 
ments control  the  money  supply,  and 
extra  inflation  if  (as  generally  hap- 
pens) governments  keep  raising  the 
money  supply  in  their  efforts  to  pre- 
vent unemployment  from  rising. 

-Walter  Eltis 
Visiting  Professor  of  Economics, 
University  of  Toronto 
Toronto,  Ontario 


Sir:  Warsh  and  Minard  point  out 
that  three  previous  price  explosions 
have  been  irreversible.  Unlike  our 
present  "public"  revolution,  the  pre- 
vious three  (commercial,  capitalist 
and  industrial)  revolutions  improved 
the  operating  efficiency  of  our  society. 
Now,  unless  someone  can  present 
good  arguments  as  to  how  the  public 
revolution  improves  our  operating  ef- 
ficiency, the  logical  conclusion  is  that 
the  present  price  explosion  is  revers- 
ible and  will  ultimately  deflate  like 
a  burst  balloon. 

—Blair  J.  Zajac 
Rockville,  Md. 

Sir:  You  can  be  commended  for 
bringing  this  to  the  attention  of  a 
general  audience  rather  than  a  limited 
group  of  experts. 

Improved  public  awareness  of  new 
economic  thoughts  can  only  improve 
the  decision-making  which  so  closely 
affects  our  lives. 

— L.  William  Seidrnan 
Assistant  to  the  President  for 
Economic  Affairs, 
The  White  House 
Washington,  D.C. 


Sir:  Both  your  editors  and  the 
journalists  (David  Warsh  and  Law- 
rence Minard)  have  flunked  in  eco- 
nomics. It  is  the  authors,  not  the  econ- 
omists, who  are  naive  and  blind.  Do 
your  authors  believe  that  money  sup- 
ply is  not  relevant  to  an  explanation 
of  inflation? 

—Howard  E.  Mitchell 
Professor  of  Economics, 
Western  Washington  State  College 
Bellingham,  Wash. 

Sir:  It  shouldn't  take  10,000  words 
to  observe  that  an  auto  priced  at  25% 
more  because  of  pollution  controls 
still  serves  only  the  function  of  get- 
ting you  from  here  to  there,  and  that 
the  cost  of  the  sendee  is  thus  much 
higher. 

— Verl  M.  Johnston 
Consultant  to  Coal 
Lexington,  Ky. 

Sir:  The  article  is  a  brilliant  ex- 
ample of  the  libertarian  point  of  view. 

—Richard  Greene 
Finance  Administration, 
The  City  of  New  York 
New  York,  NT. 

Sir:  I  confess  to  some  doubt 
whether  Messrs.  Warsh  and  Minard 
will  go  down  in  history  as  the  initia- 
tors of  a  new  economic  paradigm. 


. .  cheap  nastiness  and  sophomoric  clever  nonsense. . . . 
". . .  long  and  pretentious  "  ". . .  naive  and  blind. . . ." 
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They  assert  that  rising  taxes  are 
bound  to  create  inflation.  What  they 
should  have  said  was  that  inflation 
is  the  consequence  of  an  attempt  to 
evade  an  increase  in  taxation  or  in 
any  other  cost  item.  However,  to  be 
successful,  such  attempts  need  to  be 
supported  hy  an  accomplice— the 
guardians  of  the  monetary  system 
must  he  willing  to  increase  the  money 
supply.  If  jacked-up  prices  were  to 
meet  with  a  rigid  money  supply,  they 
would  either  have  to  be  rescinded  or 
the  aggregate  volume  of  commodity 
transactions  would  fall,  with  the  con- 
sequence of  unemployment.  This  may 
be  conventional  wisdom,  but  it  is  true. 

—Adolph  Lowe 
Graduate  Faculty, 
New  School  for  Social  Research 
New  York,  N.Y. 

Sin:  As  a  member  of  another 
"Clark  Gable  gang"— a  retired  bureau- 
cral  with  an  only  partially  fund- 
ed, automatically  cost-of -living-adjust- 
ed .iiiiniily  you  wouldn't  believe— I've 
known  all  along  I  was  just  as  much  a 
<  ause  of  inflation  as  any  New  York 
( !ity  labor  racket. 

—Stuarl  B.  Barber 
Arlington,  Va. 

Sue.  Warsh  and  Minard  have  dis- 
covered the  "missing  link"  in  the  in- 
flationary "chain."  How  can  I  obtain 
30  reprints  for  my  freshman  Introduc- 
tion to  Economics  course? 

lames  I  >  Babt  r 
Dominion  junior  High  School 
Columbus,  Ohio 

Sin:  I  plan  to  send  the  article  to 
my  boys,  just  under  the  ages  of  Warsh 
and    Minard,    and    both    trained  in 

economics. 

-Hugh  Barker 
St.  (  loud,  Minn. 

Sue  I  would  hope  tin's  theory  could 
be  expanded  and  put  in  text  form  for 
wide  circulation.  At  my  own  compa- 
ny, which  produces  coal,  our  two  big- 
gest factors  increasing  the  cost  of 
coal  from  roughly  $10  per  ton  in  1973 
to  $27  per  ton  in  1976  have  been 
the  Increased  cost  of  taxes,  such  as 
provision  for  possible  black-lung 
claims,  and  the  decrease-  in  produc- 
tivity due  to  federal  regulation  and 
supervision  of  mining,  which  I  con- 
sider to  be  an  indirec  t  lax. 

-Herbert  S.  Biehey 
Chairman  of  the  Board, 
Chamber  of  Commerce  of  the  U.S. 

Washington,  /).(.'. 

Sin:  In  response  to  your  piece1,  the 
simple-  fact  that  a  pure  is  ,i  ratio  ap 
patently  eluded   the  authors  of  this 

article. 


The  general  price  level,  therefore, 
cannot  rise  over  an  extended  period 
of  time  w  ithout  a  change  in  the  quan- 
tity of  money  and  credit  in  relation 
to  the  quantity  of  real  wealth. 

The  real  cause  of  inflation  remains 
the  excessive  creation  of  money  and 
credit. 

-Clark  Bell 
North  Hollywood,  Calif. 

Sir:  The  real  Clark  Gables  of 
Warsh's  scenario  are  congressmen, 
not  economists.  It  is  they,  even  more 
than  economists,  who  have  become 
divorced  from  reality. 

—Milton  Leontiades 
Medford  Lakes,  N.J. 

Sir:  Your  excellent  article  showed 
the  obsolescence  today  of  the  old 
Smith,  Marxist  and  Keynes  theories 
and  the  inability  of  today's  economists 
to  think  in  terms  of  today's  changed 


selves  when  they  ask,  with  respect 
to  the  OPEC  affair,  "Could  tight  mon. 
ey  have  stopped  this  inflation?"  anc 
answer,  "Only  at  the  cost  of  unac- 
ceptable social  upheaval,  maybe  evei 
war."  There  is  an  implicit  agreemenl 
in  this  answer  that  monetary  polic\ 
could  have  stopped  the  post-Octobei 
1973  inflation,  as  is  indeed  true.  Si 
much  for  their  theory. 

—Francis  H.  Schot 
Vice  President  and  Economist 
The  Equitable  Life  Assuranct 
Society  of  the  D  1 
New  York,  N  Y 

Sir:  I'd  like  to  ask  the  authors 
there  aren't  several  other  Gable  gan 
around  whose  costs  are  diffused  t 
the  consuming  public?  For  examp1 
who  pays  for  "entertainment"  aroun 
the  clock  on  the  boob  tube  and  ra 
dio?  Are  not  broadcasting  costs  an 
profits  (unknown  75  years  ago)  dif 


"The  article  changed  unalterably  one's  perception  of 
reality— nothing  seems  quite  the  same  after  reading  it. 


world.  Your  "diffusion"  theory  recog- 
nizes taxes  have  an  effect  similar  to 
increased  prices. 

—Paul  A.  Mongerson 
Unionville,  Conn. 

Sir:  It  should  be  made  must  read- 
ing for  every  high  school  senior 
and  every  college  student.  I  sincerely 
hope  this  analysis  becomes  (diffused) 
amongst  all  the  working  and  retired 
public. 

-W.C.  Pietz 
Franklin,  Pa. 

Sue.  This  type  of  article,  it  seems 
to  me,  is  why  your  magazine  has 
proven  SO  successful  with  leaders 
across  this  country. 

—  Theodore  W,  Bai  ties 
President, 

( )ld  Stone  Bank 
Proi  idence,  R.I, 

Sut:  As  an  insurance  broker  I  can 
tell  you  that  our  tort  system  has 
caused  enormously  increased  "bene- 
fits'* to  have  their  real  costs  diffused 
throughout  every  family's  budget. 

—James  E.  McTigue 
Spokane,  Wash. 

Sut:  In  their  long  and  pretentious 
article  Warsh  and  Minard  claim  to 
have  rediscovered  the  wheel.  They 
have  not.  The  internal  dispute  among 
monetarists  and  Keynesians  about 
which  method  is  better  (for  control- 
ing  diffusion)  can  best  be  left  to  their 
respective  ideologues. 

Warsh   and    Minard   betrav  them 


fused  into  the  prices  of  merchant 
and  services  and  then,  erroneous? 
labeled  inflation? 

—Frank  F.  Tolsdorf  J 
Presic 
Superwinch,  I 
Putnam,  C 

Sir:   I  have  read  [the  article 
inflation]  in  its  entirety  and  found 
most  interesting. 

-Arthur  F.  B 
Chairman  of  the  Board  of  Cover" 
Federal  Reserve  Sy 
Washington,  D. 

Sir:   Took  a  fishing  trip  to  P 
Blanca  Lake  south  of  here  near  N 
gales  with  the  family  over  Than 
giving.  Packed  the  Nov.  15  issue 
Forbes  in  the  trailer  along  with 
tax  course  homework  and  the  fis1 
rods.  Fishing  O.K.  and  we  got 
trout.  Later  in  the  trailer  we  pla" 
Vahtzee  but  1  pulled  out  of  that 
leaving  my  wife  and  son  to  con  tin" 
Picked  up  Fonnr.s,  sat  down  on 
floor  of  the  trailer  and,  by  Cole 
lantern,    read    (all)    and  underli 
(  nearly  all  ^  that  essaj 

Wendell  E.B 
Tucson, 


Iditor's  Note 

Reprints  of  the  <ssa\  are  still  avr 
able.   Please  sec  the  order  form 
page    17.   FORBES  will  return  to 
subjects  of  diffusion  and  the  (li 
of  labor  in  a  forthcoming  issue. 
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Perhaps 

the  best  investment 
you  can  make  in 

Tax-Free  Municipals. 


Tax-free 
income  from  a 
continuously 
managed 
portMoof 
municipal 
bonds 
without  any 
sales  charge. 


We  consider  Fidelity  Municipal  Bond  Fund  a  bench- 
mark, a  basis  for  comparison. 

First,  we  believe  the  Fund  can  generate  more  tax- 
free  income  for  you  because  our  management  fee  is  low. 

Moreover,  ours  is  the  first  continuously  managed, 
open-end  municipal  bond  fund  without  a  sales  charge 
or  redemption  fee. 

This  can  represent  a  sub- 
stantial savings  when  com- 
pared to  municipal  bond  invest- 
ments with  a  sales  charge. 

Other  advantages  are 
listed  in  the  box. 


CaUToll-Free 

Outside  Massachusetts.  7AM-7PM 

(800)225-6190 

In  Mass. Call  Collect  (617)726-0650 


Fidelity  Municipal  Bond  Fund 
offers  these  principal  benefits. 


1.  No  sales  charge  or 
redemption  fee. 

2.  Daily  liquidity 

3.  Continuous 
management. 

4.  Low  manage- 
ment fees. 

5.  Daily  tax-free 
income. 

6.  Tax-free 
compounding 
of  income. 


7.  Diversification. 

8.  Daily  price 
quotations. 

9.  Complete 
record-keeping 
assistance. 

10.  No  coupons 
to  clip. 

11.  Telephone 
withdrawal 
and  exchange 
privileges. 


The  initial  investment 
requirement  is  $2,500. 

Our  free  booklet  contains 
additional  facts  about  this  attrac- 
tive investment  opportunity. 

Write  or  call  today. 


Box  832.  Dept.  FF70115 

82  Devonshire  St.,  Boston.  Mass.  02103 

For  more  information, 
including  all  charges  and 
expenses,  please  write  or 
call  for  a  prospectus. 
Read  it  carefully  before 
you  invest  or  send  money 


Zip 


L FIDELITY  GROUP  . 
OverS3billion  of  assets  under  management.  I 
■■■■ril 


Making  It— Pew-Family  Style 


Andy  Pew:  "People  look  at  us  or  the  Mellons  or  Rockefellers  as  a  single, 
cohesive  family  unit.  That  is  very  rarely  the  case  today." 


"Right  church,  wrong  Pew." 
They  said  that  at  Sun  Co. 
about  Andy  Pew.  But  being 
lean  and  hungry— and  a 
bit  of  an  outsider- 
is  taking  him  to  the  top. 

Robert  Anderson  Pew  had  an  ad- 
vantage his  cousins  didn't  have,  and 
that's  why  he's  a  very  likely  candidate 
some  day  for  the  top  job  at  Sun  Co., 
the  $5-billion-plus  giant  that  great- 
grandfather founded  90  years  ago. 
The  advantage:  The  silver  spoon  was 
jerked  from  his  mouth  before  he  even 
knew  it  was  there.  As  the  Marines  in 
Vietnam  were  fond  of  saying  to  any- 
body within  hearing  distance:  To 
those  who  have  to  fight  for  it,  life  has 
a  special  sweetness  that  the  protected 
will  never  know. 

For  90  years,  five  generations  of 
Pew  family  members  worked  hard, 
very  hard,  for  Sun.  Old  Joseph  New- 
ton Pew  founded  the  company  in 
1886,  and  since  those  early  wildcat 
days  as  many  as  30  of  his  kin  have 
slaved  away  to  keep  things  going.  Joe 
died— of  a  heart  attack  at  his  desk— 
in  1912,  and  his  son  J.  Howard  quick- 
ly took  over  and  remained  the  guiding 
force  of  the  company  for  59  years 
until  he  died  in  1971. 

Suddenly,  there  was  no  Pew  to  take 
his  place.  All  the  hard  work  had  paid 
off— perhaps  too  well.  Sure,  there  were 
still  Pews,  old  and  young,  high  and 
low,  in  the  company.  But  many  fam- 
ily members  had  taken  their  coupons 
and  drifted  off  into  such  things  as 
aviation  and  journalism,  banking  and 
law.  None  remained  who  could  be 
expected  to  take  the  helm. 

Except  cousin  Andy.  Then  35,  he 
was  older  than  J.  Howard  had  been 
when  he  took  over,  but .  .  .  well .  .  . 

Black  sheep  is  too  strong  a  phrase 
for  it.  The  family  had  developed 
its  own  wry  shorthand,  instead.  "Right 
church,  wrong  Pew,"  they  murmured. 
So  the  chairman's  job  went  in  1971 
to  Robert  Dunlop,  a  loyal  retainer  for 
38  years,  but  not  a  Pew.  When  Dun- 
lop retired,  the  office  was  claimed  by 
the  man  who  has  it  now,  H.  Robert 
Sharbaugh,  48-another  outsider. 

The  problem  was  that  cousin  Andy 
was  himself  almost  an  outsider.  His 


father  was  family,  all  right,  a  diligent 
Sun  employee,  but  Andy's  parents 
were  divorced  and  his  mother  took 
her  sons  with  her  when  Andy  was 
four  years  old. 

So  Andy  and  his  brother  grew  up 
on  Long  Island,  far  from  his  rich  rel- 
atives. They  were  Pews  in  name  but 
not  in  upbringing.  Andy  would  have 
to  make  his  own  way  in  the  world; 
there  was  no  assured  place  for  him 
in  the  family  company. 

Maybe  that  is  what  did  it.  At  any 
rate,  a  full  half  dozen  of  Grimm's 
fairy  tales  are  built  on  the  theme— the 
accidentally  misplaced  heir  who  re- 
turns to  claim  his  due.  Andy  Pew 
turned  out  to  have  oil  in  his  veins. 

Pew  Meets  Pew 

He  took  his  first  job  with  Sun  at 
16,  as  a  refinery  lab  technician.  First, 
however,  there  was  an  interview  with 
Uncle  J.  Howard. 

"All  I  had  was  an  address.  I'd  nev- 
er talked  to  him,"  recalls  Andy.  "I 
thought  the  taxi  driver  had  the  wrong 
address.  It  was  the  biggest  house  I'd 
ever  seen."  J.  Howard  was  gracious, 
but  made  no  bones  about  what  was 
expected  from  his  nephew.  "He  told 
me  that  if  I  ever  wondered  why  I 
had  to  work  hard  at  Sun,  it  was 
time  to  quit." 

The  youngster  returned  to  the  com- 
pany the  next  summer  to  work  as  a 


foreman's  gopher— literally  crawling 
through  the  refinery's  pipe  units.  This 
time  the  welcome  from  Uncle  Howard 
was  a  trifle  warmer.  After  all,  Andy 
had  been  accepted  at  Princeton,  a 
Pew-approved  college. 

Then  the  bottom  fell  out.  In  his 
second  year,  Andy  Pew  quit  Prince- 
ton and  joined  the  Air  Force.  His 
father  quickly  got  him  out,  but  it 
nearly  finished  him  with  Uncle  How- 
ard. It  was  bad  enough  that  his  moth- 
er had  quit  the  Pew  fold.  Now  he 
had  turned  dropout. 

Andy  returned  to  school,  but  this 
time  to  Temple  University  in  Philadel- 
phia, an  inner-city  workingman's  col- 
lege. "It  didn't  have  a  fancy  campus 
like  Princeton,"  he  says,  "but  most  of 
the  students  there  were  paying  for 
their  own  education  and  they  wanted 
their  money's  worth.  Temple  gave  it 
to  us." 

As  a  thesis  project,  Andy  Pew 
flushed  out  what  was  then  a  new 
concept  in  finance,  discounted  cash 
flow,  and  applied  it  on  a  practical 
basis  to  some  of  Sun's  operations.  He 
graduated  with  honors,  and  Sun  be- 
gan to  adopt  his  thesis. 

Young  Pew  slipped  back  into  the 
company,  but  this  time  far  from  Phil- 
adelphia. His  cousin  Jack— a  south- 
wcstemer  who  didn't  much  value  a 
Princeton  education— was  based  in 
Texas  as  vice  president  of  production 


48 


FORBES,  JANUARY  15,  1977 


With  sales  costs  less  than  2%,  the  Sather 
ookie  Company  is  in  no  danger  of  crumbling. 

You  are  looking  at  a  very  successful  cookie. 

It  gets  eaten  in  48  states,  and  keeps  25  sales  people  busy  on  the  telephone  all  the  time.  But  before  Ken  Sather,  President  of  the 
:r  Cookie  Company,  started  selling  all  his  products  by  phone,  he  wasn't  doing  one-twentieth  as  well. 

Back  then,  Sather  salesmen  called  on  every  account  in  person.  And  afterwards,  Sather  delivery  trucks  called  on  the  same 
ints  with  the  baked  goods.  It  amounted  to  two  visits  per  sale,  and  grossed  the  company  about  $2  million  a  year. 

But  now  with  all  sales  made  by  Long  Distance,  the  company  has  expanded  tremendously  and  cut  sales  costs  at  the  same  time, 
hundred  and  sixty  employees  keep  tons  of  cookies,  candy,  nuts  and  baking  supplies  continuously  on  the  move  to  large  national 
nts,  and  Sather  grosses  over  $44  million  a  year. 

Bell  System  Account  Representative  Dick  McCallum  helped  bring  about  the  change  when  he  sold  Ken  Sather  his  first  WATS 
2  years  ago.  He  and  other  Bell  Representatives  have  since  added  larger 
lrger  equipment,  and  provided  telephone  sales  training  to  many  Sather 
byees. 

You  can  get  the  same  kind  of  help  for  your  company,  too.  Maybe 
;eed  a  telecommunications  system  custom-designed  to  your  particular 
ess  problems  or  to  your  specific  data  transmission  needs.  Or  maybe 
just  like  to  know  more  about  our  effective  programs  for  opening  new 
nts,  selling  existing  customers  and  collecting 

The  system 
is  the  solution. 


ue  accounts.  Either  way,  just  call  a  Bell  Account 
tentative  at  the  toll-free  number  below.  Or  send 
coupon  for  a  program  brochure. 


(§)  Bell  System  ! 


Bell  System  Sales  Center 

811  Main  Street 

Kaasas  City,  Missouri  64141 

Please  send  information  on  □  Opening  New  Accounts 

□  Collecting  Overdue  Accounts 

□  Selling  Existing  Customers 

Name  

Company  

Street  '. 

City  

State  


_Zip_ 


.Phone- 


Call  toU  free  800-821-2121 

except  Alaska  or  Hawaii.  (800-892-2121  in  Missouri) 


worldwide,  and  he  didn't  share  the 
patriarch's  contempt  for  Andy.  He  put 
the  kid  to  work  bringing  in  oil  wells. 

So  at  22,  Andy  Pew  set  up  house- 
keeping in  an  east  Texas  tenement.  His 
friends  were  roustabouts  like  Big 
Boy  Keaton  and  Big  Foot  Witte. 
They  called  him  "Li'l  Pew."  He  re- 
calls: "I  got  my  hands  plenty  dirty." 

At  24,  Andy  helped  bring  in  a  well 
that  was  to  set  five  company  records. 
But  by  this  time  the  patriarch  had 
discovered  that  the  kid's  thesis  had 
become  something  of  a  bible  around 
company  headquarters,  and  perhaps 
out  of  nothing  more  than  curiosity, 
he  ordered  the  black  sheep  back  to 
the  fold.  Andy  became  an  internal 
auditor. 

For  the  next  few  years,  the  patri- 
arch watched  Andy  closely.  You  could 
almost  hear  the  ice  breaking  up. 

Then,  in  1967,  it  happened.  After 
grilling  Andy  in  a  series  of  not-very- 
cordial  interviews,  J.  Howard  got  to 
the  point:  "I've  been  watching  you 
closely  over  the  years   and  you've 

Diversify  Or  Die 

Unlike  Mobil  (with  Marcor 
and  Irvine  Co.)  or  Standard  Oil 
of  California  (with  Amax),  Sun 
is  one  big  oil  company  that  has, 
as  yet,  made  no  major  diversifi- 
cation moves.  But  it  plans  to, 
and  Andy  Pew  is  deeply  in- 
volved. "By  2025,"  he  says,  "all 
the  oil  will  be  exhausted,  and 
what  then?  It's  either  diversify 
now  or  be  as  dead  as  the  Penn 
Central."  (Those  are  strong 
words  in  Philadelphia,  where 
the  wreck  of  the  Penn  Central, 
once  the  city's  premier  compa- 
ny, has  left  a  deep  and  lasting 
impression. ) 

Sun  has  long  owned  a  major 
shipyard  in  Chester,  Pa.  It  owns 
some  Wyoming  coalfields  and 
a  venture  capital  company  that 
runs  some  small  businesses. 
More  recently  it  bought  the 
Stop-N-Go  chain  of  450  self-ser- 
vice convenience  stores  based  in 
Englewood,  Ohio. 

But  these  are  clearly  only  a 
beginning.  Says  Andy  Pew: 
"You  can't  turn  a  billion -dollar 
oil  company  into  a  billion- 
dollar  conglomerate  overnight." 
Only  last  month   Sun  bought 

back.  1.8   million   of   its  own   

shares  at  $43  each.  The  ac- 
quired stock  goes  into  a  corporate  kit- 
ty against  the  day  when  more  tempt- 
ing big-scale  acquisitions  come  along. 

Sun  ranks  as  a  major  integrated 
oil  company,  with  good  crude  reserves 
and  a  heathy  working  capital  posi- 


proved  yourself  a  Pew."  The  patri- 
arch had  finally  accepted  his  way- 
ward nephew,  naming  him  a  board 
member  of  Glenmede  Trust  Co.,  a 
family  trust  institution  that  holds, 
among  other  things,  over  $700  mil- 
lion worth  of  Sun  stock  representing 
32.9%  of  voting  control  of  the  firm. 

Since  then,  Pew's  progress  has  been 
steady:  a. fellowship  at  Massachusetts 
Institute  of  Technology,  where  he 
studied  foreign  currency  movements; 
a  job  in  the  corporate  projects  de- 
partment; another  as  secretary-trea- 
surer of  the  company's  largest  unit. 

Today,  Bobert  Anderson  Pew  is  40 
and  secretary  of  the  corporation.  He 
makes  $45,000  a  year— family  mem- 
bers take  jobs  at  Sun,  not  sinecures. 
He  bristles  with  nervous  energy:  The 
left  hand  runs  repeatedly  through  his 
hair,  he  smokes  a  pack  of  cigarettes 
in  three  hours.  Yet,  pop  the  question 
and  he  cools  immediately. 

"I'm  sure  I  don't  want  to  be  cor- 
porate secretary  the  rest  of  my  life," 
he  says,  "but  does  that  mean  I  want 


to  be  president  tomorrow  morning? 
No  way.  There  are  a  number  of  steps 
between  here  and  there." 

Theodore  A.  Burtis,  the  newly  ap 
pointed  (last  June)  president  of  Sun, 
is  only  54  years  old  and  doesn't  plan  to 
retire.  Andy  Pew  will  have  to  wait  for 
his  prize  and  continue  to  earn  it.  But 
on  his  record,  he's  a  good  bet. 

And  Andy  Pew's  own  family?  What 
lessons  has  he  learned  about  raisin 
his  own  kids?  He  has  three  sons  and 
a  daughter,  ranging  in  ages  from  15 
to  18.  His  oldest  son  wouldn't  take 
to  the  corporate  jungle,  Pew  thinks 
but  he  has  high  hopes  for  his  15' 
year-old  daughter  Joan.  She  worked 
last  summer  as  a  cook  for  another 
old  Pennsylvania  family,  the  Mellons, 
and  plans  to  work  again  this  summer. 

Pew  feels  the  job  is  good  for  her, 
"I  don't  lavish  money  on  my  children. 
Like  me,  they  have  to  earn  it,  and  I 
wouldn't  have  it  any  other  way,"  he 
said  with  a  determined  smile. 

You  could  almost  say  that  being  a 
Pew  was— in  his  case— a  drawback.  ■ 


Dynasty:  What  founder  Joe  Pew  Sr.  (inset)  began 
is  now  Sun  Co.  Above,  the  Marcus  Hook  refinery. 


tion.  It  showed  a  17%  return  on  equity 
in  the  year  to  Sept.  30,  according 
to  Forbes  29th  Annual  Beport  on 
American  Industry.  This  was  easily  in 
line  with  the  performance  of  other 
big  oil  competitors.  Sun  stresses  do- 


mestic drilling  with  84%  of  pro 
duction  and  93%  of  net  income 
derived  from  the  U.S.  It  also 
has  an  extensive  chemical  op 
eration  and  markets  its  branded 
(Sunoco  and  DX)  motor  prod 
ucts  in  over  13,000  service-sta 
tion  outlets  in  the  U.S. 

Although  it  is  not  big  over 
seas,  Sun  is  participating  in  the 
drilling  of  more  than  30  explora 
toiy  and  development  wells  outJ 
side  the  U.S. 

Against  the  day  when  it  will 
be  much  more  diversified  (and 
as  a  hedge  against  the  possi- 
bility of  a  government  breakup 
of  the  big  oil  companies),  Sun 
has  already  reorganized  its  ba 
sic  business  into  14  companies, 
The  plan  is  to  make  these  14 
units  increasingly  autonomous 
That  way  they  can  stand  on 
their  own  (in  case  of  a  forcible 
breakup)  and,  at  the  same  time, 
they  will  be  better  able  to 
branch  out  into  other  businesses, 
"We  are  hiring  people  now 
who  know  nothing  about  the 
oil  business,  like  William  Kay 
from  Standard  Brands,"  Pew 
said,  "but  they  do  know  product 
development  and  marketing  and 
how  to  combine  them." 
Although  the  program  is  in  its  in- 
fancy, and  most  of  their  companies 
are  still  in  the  oil  industry,  Sun  is  de- 
termined to  move  out  of  oil  and  into 
the  21st  century,  hopefully  one  steg 
ahead  of  its  competitors. 
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Encore  Needed 


If  only  J.C.  Penney's  history  were  a  reliable 
guide  to  its  future!  Unfortunately,  it  isn't. 


Wall  Street's  analysts  worry  over 
what  their  crystal  balls  tell  them 
about  J.C.  Penney's  future.  Penney 
management  worries  because  the  ana- 
lysts are  worried.  Both  worries  should 
concern  investors:  Penney  sports  a 
14  earnings  multiple,  in  a  field  where 
the  norm  is  five  to  ten  times.  Any 
threat  to  that  multiple  could  hurt  the 
stock  more  than  a  recession. 

Management's  concern  is  evident 
from  its  recent  courting  of  the  ana- 
lysts. In  September  over  100  were  in- 
vited to  a  special  all-day  show  in  New 
York,  which  the  following  week 
moved  to  the  West  Coast  for  the  bene- 
fit of  analysts  there.  Several  weeks 
later  Penney  appeared  before  a  reg- 
ular lunch  of  the  New  York  Society 
of  Security  Analysts;  and  only  last 
month  a  new  meeting  was  held  for  a 
smaller  group  of  analysts. 

What's  the  trouble?  It  derives,  as 
often  happens,  from  past  success.  The 
company  met  brilliantly  the  challenge 
of  the  famed  "Batten  memorandum" 
of  19  years  ago.  In  it,  then  chief  ex- 
ecutive William  Batten  laid  out  Pen- 
ney's first  restructuring  since  it  be- 
came a  retail  power  under  James  Cash 
Penney  over  50  years  ago. 

Because  this  is  real  life,  the  re- 
structuring was  not  wholly  success- 
ful: For  example,  Penney's  newly 
added  hard-goods  lines  barely  break 
even  though  they  accounted  for  18% 
of  its  $8.5  billion  in  sales  last  year. 


But  Penney  set  up  a  smooth-running 
credit  operation  to  replace  its  ancient 
cash-only  policy.  It  built  from  scratch 
a  profitable  catalog  business  (see 
box)  with  sales  nearing  $850  million. 
And  most  important,  it  left  its  tradi- 
tion of  small  soft-goods  stores  by 
building  nearly  400  full-line  units  in 
regional  shopping  centers  that  now 
yield  two-thirds  of  total  sales. 

This  is  precisely  why  analysts  are 
concerned.  Construction  of  new  re- 
gional shopping  centers  is  tailing  off, 
and  with  it  the  prospect  of  much  new 
growth  there.  Save  for  the  catalog 
trade,  which  cannot  grow  at  20%  in- 
definitely, Penney's  experimental  ven- 
tures have  not  caught  fire.  Its  Eu- 
ropean sales  (over  $500  million), 
mainly  in  Belgium,  have  just  broken 
into  the  black  after  years  of  losses. 
Its  discount  Treasury  Stores  (nearly 
$500  million),  aimed  at  Kresge's  K 
marts,  are  still  fumbling  for  a  formula 
after  over  a  decade.  Its  drug  opera- 
tions are  profitable  but  small,  its  su- 
permarkets still  unprofitable  and  its 
revamped  insurance  business,  largely 
mail  order,  only  modestly  in  the  black. 

So  where's  tomorrow's  growth  to 
come  from?  From  new  stores  and 
"higher  fashion  apparel  and  home  fur- 
nishings," says  Penney  Chairman  Don- 
ald V.  Siebert-items  like  $100-plus 
men's  vested  suits  and  long  evening 
dresses  over  $90  rather  than  the  stur- 
dy shoes  Siebert  sold  when  he  broke 


into  the  company  30  years  ago  in 
Bradford,  Pa.  Says  Siebert,  "Our  mar- 
ket share  of  that  kind  of  'this  season's 
merchandise'  is  well  below  our  aver- 
age for  soft  goods— only  29%,  vs.  50%- 
plus  for  many  department  stores." 
Penney  is  strongest  in  lower  priced  ba- 
sic items  like  housedresses,  underwear, 
sheets  and  towels  that  it  sells  to  over- 
40  housewives.  It  is  weakest  among 
the  20-to-40  age  group  that  spends  the 
most  on  fashion  items  from  separate 
outfits  to  in-vogue  home  furnishings. 

Can  Penney  break  into  that  busi- 
ness in  the  teeth  of  the  well-en- 
trenched department  stores?  No  mass- 
merchandise  chain  has  ever  been  able 
to  do  so— including  Penney  itself, 
which  made  a  good  but  not  very  suc- 
cessful try  with  its  Mary  Quant  and 
other  lines  of  mod  apparel  in  the  mid- 
Sixties.  But  there  is  Penney  again, 
pushing  into  highly  promotional  fash- 
ion goods  as  a  pilot  project  in  some 
24  of  its  full-line  stores,  with  most  of 
the  rest  to  follow  within  five  years. 

That's  apparently  what  led  the  ana- 
lysts to  worry  whether  Penney  was 
taking  a  major  fashion  gamble.  Not 
so,  says  Siebert:  "We  aren't  about  to 
forsake  our  traditional  customers. 
We're  after  another  kind  of  customer 
—one  that's  more  fashion-oriented." 

But  Siebert  and  Penney  can't  have 
it  both  ways.  Either  they  make  a  real 
commitment  on  fashion,  with  real  risk, 
or  the  fashion  venture  will  end  up 
being  so  small  as  to  be  unimportant, 
as  Penney  is  supplanted  by  S.S.  Kresge 
as  the  No.  Two  U.S.  retailer  in  earn- 
ings (this  year)  and  sales  (next  year 
or  the  year  after). 

Either  way,  that  multiple  seems  to 
be  in  danger.  ■ 


Milwaukee  catalog  center  was  under- 
used. When  that  center  reached  a 
three-shift  operation,  the  second  (in 
Columbus,  Ohio)  could  quickly 
break  even  by  switching  overtime  vol- 
ume from  Milwaukee.  This  worked 
even  faster  in  Atlanta,  as  it  probably 
will  in  Kansas  City  next  summer. 

This  assumes  the  centers  are  near 
enough  to  shift  business  easily;  it  may 
not  work  so  well  in  the  big  Reno 
center  to  open  in  1979.  Siebert 
agrees:  "We  learned  from  our  pioneer- 
ing days  how  to  avoid  sizable  losses, 
but  there  will  be  some.  It's  unavoid- 
able. But  we  want  that  big  West 
Coast  market  for  the  1980s." 


Happiness  Is  Retailing 

Penney's  biggest  success,  in  an  area 
where  it  could  easily  have  bombed,  is 
in  catalog  sales.  Time  was  when  Pen- 
ney managers  were  scolded  for  taking 
mail  orders.  Only  19  years  ago  the 
company  acquired  a  small  Milwaukee 
catalog  operation,  its  first. 

Look  at  it  now!  Today  Penney  has 
1,363  catalog  sales  centers  in  Penney 
stores,  plus  three  huge  distribution 
centers  with  6  million  square  feet.  Its 
catalog  sales  last  year  were  nearly 
$850  million,  and  profitable;  by  1978 
they  should  hit  $1  billion,  neck  and 
neck  with  Montgomery  Ward,  despite 
Ward's  104-year  catalog  history.  Only 
Sears,  Roebuck  ($3  billion)  is  larger. 


Without  Stores  = 

It  wasn't  cheap.  Under  Don  Sie- 
bert, who  used  the  catalog  operation 
as  a  springboard  to  the  chairman- 
ship, the  capital  cost  was  $400  mil- 
lion, says  Drexel  Bumham's  Jeffrey 
Feiner.  But  it  makes  sense.  More  fam 
ily  members  working  leaves  less  shop- 
ping time.  Stores  cost  more  and  more 
to  build  and  staff,  but  warehousing 
can  be  automated.  "The  catalog  busi- 
ness is  more  capital-intensive  and 
more  leveraged  than  direct  retailing," 
says  Siebert.  "But  when  it  finally  goes 
the  other  way,  the  leverage  really 
starts  to  work  for  you." 

That's  Penney's  happy  state  now. 
Its  biggest  losses  came  when  the  first 
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Full  Gallop 

When  a  magazine's  1976  ad  revenues  are  over  $155  million 
and  surpass  all  others  in  the  field — 

When  its  ad  pages  reach  an  all-time  high  of  3,120 — 

When  its  ad  revenues  are  up  $28  million  and  its  pages  are  up 
by  more  than  475  over  the  previous  year— 

When  its  average  issue  is  read  by  almost  44  million  adults . . . 
more  than  any  other  magazine— 

And  when  that  magazine  sold  over  a  billion  copies  for 
the  third  successive  year— 

That's  going  ahead  at  a  full  gallop. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS  INC 

First  in  circulation. 
First  in  advertising  revenue. 


Jackpot  For  Bally? 


Sinful,  crime-connected  one-arm  bandits? 
Or  just  good  clean  fun?  Public  opinion  is 
swinging  around  to  the  latter  view  of  slot 
machines,  Bally's  hottest  product. 


iy  TOM  O'HANLON 

V  burnished  silver-and- 
*ray  Rolls-Royce  parked 
n  the  shadow  of  a  grim 
ndustrial  building  on  Chi- 
lago's  North  Side  is  the 
>nly  visible  clue  that  a  vis- 
tor  has  arrived  at  the 
hrobbing  headquarters  of 
he  world's  leading  com- 
>any  in  a  decidedly  thriv- 
ng  industry. 

Bally  Manufacturing 
Horp.  is  not  the  least  bit 
:oncerned  about  perking 
ip  those  proletarian  of- 
ices.  Now  that  gambling 
las  become  respectable  in 
he  U.S.,  and  is  flourishing 
ibroad,  Bally's  numbers 
leed  no  embellishment; 
hey  have  started  speaking 
or  themselves. 

This  obscure  Chicago 
•utfit  has  an  unparalleled 
ange  of  goods  in  the 
mrgeoning  slot  machine  business.  It 
s  running  flat  out  to  satisfy  the  boom- 
ng  pinball  game  market— a  business 
hat  is  now  a  worldwide  craze.  Gov- 
irnments  from  Delaware  to  Washing- 
on  have  looked  with  deep  interest  at 
tally's  proposals  for  new  electronic 
nstant  lotteries  and  numbers  games, 
'erhaps  most  important  of  all,  in  an 
ndustry  where  flimflammery,  skim- 
aing  and  cheating  are  commonplace, 
Jally  has  devised  a  cash-control  sys- 
em,  similar  to  the  new  electronic 
toint-of-sale  gear  in  department  stores 
nd  supermarkets,  which  is  the  near- 
st  thing  to  a  fail-safe  system  ever  de- 
ised  for  slot  machines. 

Why  are  Bally's  machines  in  such 
lemand?  Consider  the  numbers.  The 
aanager  of  one  Las  Vegas  casino  al- 
3wed  Forbes  to  take  a  peep  at  the 
udited  returns  on  23  Bally  slot  ma- 
hines— thundering  big  new  models 
hat  take  a  $1  coin.  Over  an  18-day 
ieriod,  the  beasts  gobbled  $1.7  mil- 


lion. After  returning  almost  95%  of 
that  to  players,  the  casino  grossed 
$79,067.  By  extrapolating  these  fig- 
ures, one  can  assume  that  each  ma- 
chine grosses  about  $70,000  a  year 
for  the  operator.  Their  cost?  About 
$4,000  each.  In  other  words,  a  ma- 
chine can  pay  for  itself  in  roughly  20 
days.  Under  those  conditions,  who 
would  haggle  with  the  manufacturer 
over  price? 

In  most  cases,  Bally  sells  its  ma- 
chines outright,  but  about  $25  mil- 
lion of  its  revenues  last  year  came 
from  leased  and  operated  machines. 
Assuming  a  60/40  split  on  those  Las 
Vegas  grosses,  Bally  comes  out  very 
well  indeed.  Little  wonder  that  the 
company  earned  over  25%  on  stock- 
holders' equity  last  year. 

When  Bally  went  public  in  1969, 
sales  were  under  $20  million,  profits 
$1.4  million.  This  small-potatoes  out- 
fit then  went  on  an  acquisition  spree, 
picking  up  companies  in  both  the 


U.S.  and  abroad.  These 
acquisitions,  together  with 
internal  growth,  brought 
1976  sales  to  more  than 
$200  million,  profits  to 
almost  $11  million,  about 
$2  a  share.  From  Nevada's 
casinos  to  Sydney's  work- 
ingmen's  clubs,  from  Paris 
bistros  to  game  rooms  in 
Guam,  Bally  has  penetrat- 
ed every  aspect  of  the  in- 
dustry from  manufactur- 
ing to  distribution,  from 
leasing  to  amusement  cen- 
ters. This  class  of  verti- 
cal integration  might  be 
old  hat  in  any  other  in- 
dustry, but  in  Bally's  par- 
ticular business  this  world- 
wide effort  is  big  news 
indeed. 

According  to  one  insid- 
er, none  other  than  Allen 
&  Co.,  the  pioneering  Wall 
Street  investment  banking 
house  and  dealmaker, 
found  Bally's  track  record  of  more 
than  common  interest.  The  notion 
sounds  plausible.  Charles  and  Her- 
bert Allen  have  a  nice  touch  for  mov- 
ing into  an  industry  when  it's  about 
to  mature.  At  a  meeting  of  the  Ameri- 
can Film  Institute  last  month,  attend- 
ed by  top  movie  executives  (the  Al- 
iens effectively  control  Columbia  Pic- 
tures Industries  and  installed  Alan 
Hirschfield,  a  former  Allen  executive, 
as  president),  the  rumors  flew  at 
cocktail  parties  that  a  merger  between 
Columbia  and  Bally  was  imminent. 
Bally  denies  that  anything  was  cook- 
ing. Days  later  Columbia  paid  $50 
million  for  D.  Gottlieb,  another  Chi- 
cago pinball  maker.  Gotdieb  earned 
$11.5  million  before  taxes  in  1976, 
while  Columbia  has  an  enormous 
tax-loss  carryforward  from  some  dis- 
astrous movies.  "They're  looking  for  a 
way  to  use  those  tax  losses,"  says 
one  Bally  executive  with  amusement. 
"But  Gottlieb  is  only  in  the  pinball 
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business.  We  cover  the  waterfront." 

If  a  competitor  would  be  consid- 
ered worth  $50  million  by  some  very 
smart  moneymen,  it's  not  surprising 
that  Bally  has  been  the  vehicle  of 
some  sweet  and  sour  stock  market 
speculation  in  recent  years.  In  1972, 
when  sales  were  nearly  $88  million, 
rumors  that  New  Jersey  might  consid- 
er legalized  gambling  drove  the  stock 
to  $72,  or  a  multiple  of  40  times  earn- 
ings. The  following  year  it  dropped  to 
$29,  bounced  back  as  high  as  $46.50 
in  1974  and  wobbled  between  $8  and 
$9  in  1975.  Late  last  year,  when  New 
[ersey  voters  finally  did  vote  to  allow 
casinos  to  open  in  Atlantic  City,  the 
shares  jumped  from  $11  to  $30.  At 
that  recent  price,  Bally's  total  market 
capitalization  was  about  $170  mil- 
lion. Bally  enthusiasts  would  predict 
that  this  is  only  the  beginning. 

The  eminence  of  this  unsung  do- 
main—who shudders  whenever  he 
thinks  of  those  stock  market  gyrations 
—is  President  William  Thomas  O  Don- 
nell,  an  auburn-haired,  deferential 
spirit,  who  asks  everyone  to  call  him 
Bill.  O'Donnell  is  the  embodiment  of 
the  gifted  salesman,  from  the  top  of 
his  handsome  head  to  his  softly-shod 
size  lis. 

In  the  corner  of  his  plain  window- 
less  office,  unadorned  except  for  small 
pictures  of  his  children  and  grand- 
children, sits  a  wooden  pinball  game, 
"Ballyhoo,"  which  sold  for  $17.50 
during  the  Depression.  It  is  symbolic 
of  Bally's  more-than-modest  begin- 
nings. "You'd  never  guess  how  many 
of  these  things  were  sold— 50,000!" 
O'Donnell  explains.  "You  got  seven 
balls  for  a  penny  and  the  frame  was 
so  weak  it  often  burst  with  the  weight 
of  those  coins.  It  kept  a  lot  of  people 
eating  during  the  Depression." 

After  the  originator  of  the  Bally- 
hoo, Ray  Moloney,  died  in  1958,  a 
Chicago  bank  handling  his  estate 
in  1962  wanted  to  liquidate  the  com- 
pany. But  O'Donnell,  who  by  then 
was  sales  manager  and  a  board  mem- 
ber, spent  some  frantic  days  trying 
to  raise  enough  cash  to  buy  it  him- 
self. Unable  to  raise  bank  money,  he 
turned  to  a  friend,  Sam  Klein,  who 
was  in  the  vending  machine  business. 
"We  could  have  liquidated  the  next 
day  and  doubled  our  money,"  recalls 
Klein,  who  arranged  a  loan.  "But  Bill 
O'Donnell  saw  a  future  for  Bally." 

O'Donnell  had  a  vision  of  a  world 
where  gaming  would  be  a  normal 
part  of  commerce.  The  British  gov- 
ernment had  just  relaxed  its  gaming 
laws  to  allow  pubs  and  clubs  to  op- 
erate slot  machines.  Throughout  Eu- 
rope casinos  were  springing  up  in  the 
fancier  resort  areas.  With  the  modest 
profits  from  the  pinball  business, 
O'Donnell  hired  some  engineers  and 
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designers  to  build  a  new  electrome- 
chanical slot  machine.  "The  whole 
secret  of  the  business,"  he  says,  "is  to 
design  a  piece  of  equipment  that  will 
return  the  maximum  amount  to  the 
operator.  He  doesn't  care  what  it 
looks  like  or  even  how  it  operates. 
All  he  wants  to  know  is  what's  in  the 
cash  box  at  the  end  of  the  day."" 

While  that  may  sound  elementary, 
it  is  indeed  the  secret  of  Bally's  suc- 
cess. Instead  of  a  slot  machine  that 
accepted  a  single  nickel  or  quarter, 
Bally  came  out  with  models  that  took 
as  many  as  five  coins  at  a  time.  Pin- 
ball machines,  too,  were  designed  to 
accommodate  as  many  as  four  play- 
ers. Skillfully  designed  with  lighting 
systems  and  sound  effects  that  were 
advertisements  in  themselves,  the  Bal- 
ly equipment  was  grossing  more  reve- 
nue than  other  machines. 


pokery  by  slot  machine  operators,  but 
even  though  Bally  was  mainly  in  the 
business  of  making  the  gear,  it  got 
tarred  with  the  same  brush. 

Without  a  big  bank  at  its  back, 
Bally  resorted  to  costly  financing  in 
the  U.S.  and  in  the  Eurodollar  mar-i 
ket.  Year  after  year,  O'Donnell  made 
trips  to  Chicago's  Continental  Illinois 
National  Bank,  loaded  with  numbers, 
and  made  low-keyed  pitches  for  long- 
term  funds.  Year  after  year  the  answei 
was  the  same:  "We  like  you,  Bill,  but 
this  is  just  not  our  kind  of  business." 
As  with  other  companies  in  the  gam- 
ing industry,  Bally  turned  to  the 
Teamsters  pension  funds  for  its  needs, 
and  in  1974  borrowed  $12  million 
through  a  note  due  in  late  1984. 

No  wonder,  then,  that  profound 
sighs  of  relief  were  heard  in  Chicago 
in  July  1976  when  Continental  Illinois 


The  Way  It  Was:  In  1934  Mayor  Fiorello  LaGuardia  rounded  up  slot  ma- 
chines in  New  York  City  and,  to  public  applause,  cheerfully  destroyed  them  . . . 


Until  Forbes  spent  some  weeks  ex- 
amining Bally's  operations,  the  com- 
pany had  its  reasons  for  being  as 
tight-lipped  about  its  affairs  as  any 
publicly  owned  outfit  could  be.  For 
one  thing,  many  law  enforcement  of- 
ficials seemed  convinced  that  there 
had  to  be  a  connection  between  Bal- 
ly and  Mafia  money.  For  another,  the 
vagaries  of  state,  local  and  municipal 
laws  in  the  U.S.  made  Bally's  princi- 
pal products  outlaws  in  so  many  areas 
that  the  company  found  itself  limping 
through  legal  minefields. 

Bally's  toughest  hurdle,  during  its 
period  of  rapid  expansion,  was  that 
it  could  never  persuade  a  major  bank 
to  provide  long-term  funding.  A  lot  of 
bankers  believe  that  the  stream  of 
cash  flowing  through  coin-operated 
machines  cannot  be  accurately  ac- 
counted for  or  properly  controlled. 
There  is  undeniably  a  lot  of  jiggery- 


became  the  lead  bank  for  a  $17 
million  loan  at  just  above  the  prim^ 
rate.  The  involvement  of  a  major  banll 
made  it  clear  to  outsiders  that  the 
company,  at  least  in  the  eyes  at 
some  prestigious  financial  institutions! 
had  attained  a  certain  level  of  respect! 
ability.  Although  the  senior  bank  of) 
ficer  who  negotiated  the  loan  is  rei 
luctant  to  pinpoint  the  reasons  for  hi] 
change  of  attitude,  the  bank  is  quit* 
satisfied,  after  making  a  lengthy  ini 
vestigation,  that  Bally  is  a  sound  bori 
rower.  It  is  also  safe  to  assume  thai 
the  Teamster  loan,  which  rises  to  i 
9%  rate  in  1977,  might  be  eliminatl 
ed  if  interest  rates  stay  at  their  cufl 
rent  levels. 

Throughout  this  evolution,  how 
ever,  Bally  has  been  plagued  with  thai 
putative  association  to  organizec 
crime.  By  whatever  name— the  Mafia 
La  Cosa  Nostra,  the  Honored  Societ; 
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—professional  criminals  have  never 
been  far  from  the  gaming  industry. 
O'Donnell  admits  that  the  money  he 
borrowed  in  1962  to  buy  the  company 
came  from  tainted  sources.  "We  found 
out  that  Gerardo  (Jerry)  Catena  was 
one  of  the  lenders.  When  we  discov- 
ered that,  bam!  We  bought  him  out 
but  fast."  Catena,  the  former  Mafia 
chief  in  the  northern  New  Jersey  area, 
makes  everybody's  list  of  the  under- 
world's leaders. 

But  repayment  of  the  Catena  loans, 
as  O'Donnell  discovered,  was  not 
enough  to  give  the  company  a  clean 
bill  of  health.  When  Bally  decided  o 
go  public,  the  Securities  &  Exchange 
Commission  held  the  prospectus  in  a 
red-herring  state  for  18  months.  The 
Catena  connection  turned  up  again  in 
1975  when  Sam  Klein,  O'Donnell's  old 
friend  and  a  vice  president  and  major 


Catena,"  he  agrees,  "but  you  must  re- 
member that  he  had  absolutely  noth- 
ing to  do  with  the  company,  and  even 
when  he  was  involved,  back  in  1962, 
neither  O'Donnell  nor  I  were  aware 
of  it.  We  bought  him  out  when  we 
discovered  he  was  involved  through 
his  nominees.  I'm  63  years  old.  I've 
helped  build  a  company  that's  listed 
on  the  New  York  Stock  Exchange. 
I  meet  this  man  once— and  I  assure 
you  it  was  quite  by  accident— and 
suddenly  it's  guilt  by  association.  Do 
I  need  this  trouble?  It's  not  just  my 
opinion,  but  that  of  my  lawyer  [for- 
mer Governor  Grant  Sawyer  of  Ne- 
vada], that  this  ruling  would  have 
been  struck  down  in  court  if  I  chal- 
lenged it.  But  I  stepped  aside  because 
a  lot  of  this  ancient  history  was  plag- 
uing Bally,  and  the  Commission  was 
really  relentless  about  it." 


the  game,  Bally  poiu'ed  up  this 
amount.  It  enabled  investigators  from 
the  Gaming  Control  Board,  the  en- 
forcement arm  of  the  Nevada  Gam- 
ing Commission,  to  travel  the  world 
building  an  enormous  file  on  Bally. 

Peter  Echeverria,  a  worldly  lawyer 
of  Basque  descent  who  is  chairman 
of  the  Commission,  was  Bally's  most 
forceful  advocate.  He  is  untroubled 
by  the  fact  that  his  son  works  for 
Bally  as  a  programmer  in  the  com- 
pany's research  and  development 
facility  in  Reno.  "Let's  be  realistic 
about  it,"  Echeverria  says  in  his  book- 
and  brief-lined  office,  "we're  in  the 
business  of  administering  companies 
that  have  grown  from  the  bootleg- 
ging era  into  very  powerful  busi- 
nesses in  a  growing  industry.  Bally 
is  like  that.  They  were  pretty  physical, 
you  know,  in  the  beginning.  But  after 


tot 


. .  .  The  Way  It  Is:  Public  opinion  today  is  less  hostile  to  gambling  in  general  and  slot  machines  in  particular.  In  such 
respectable  milieus  as  the  Las  Vegas  Hilton,  slot  machines  generate  much  of  the  profit  needed  to  "pay  the  nut." 


stockholder  of  Bally,  was  tripped  up 
by  the  Nevada  Gaming  Commission. 
The  Commission  had  discovered  that 
Klein,  golfing  one  day  at  a  Boca  Raton, 
Fla.  country  club,  had  as  his  part- 
ners Catena  and  some  other  associates 
From  the  old  days.  The  Gaming  Com- 
mission's jurisdiction  over  Bally's  of- 
ficers stems  from  its  unique  legislative 
mandate.  If  the  officers  or  stockhold- 
ers of  a  licensed  gaming  company  as- 
sociate with  people  the  agency  consid- 
ers of  unsavory  character,  that  license 
ma  be  revoked.  The  Commission  or- 
dered Klein  removed  from  the  compa- 
ny and  stipulated  that  he  sell  his 
119,000  shares  of  Bally  stock  by  1980. 
Klein  agreed  to  comply. 

Klein,  who  now  lives  in  Boca  Raton, 
chooses  his  words  carefully  when  he 
talks  about  this  collision  with  the 
Naming  Commission,  but  his  outrage 
:omes  through  loud  and  clear.  "I  met 


The  Nevada  Gaining  Commission 
naturally  takes  a  different  view  of  the 
rigorous  exercise  of  its  investigative 
and  enforcement  powers.  It  feels  that 
only  the  most  vigorous  policing  meth- 
ods keep  undesirables  out  of  the  gam- 
ing business.  O'Donnell  and  Klein  sub- 
jected themselves  to  this  intense  scru- 
tiny because,  in  their  long-range  strat- 
egy, possessing  a  gaming  license  was 
a  necessity.  Not  only  is  Nevada  the 
biggest  market  for  Bally's  slot  ma- 
chines, but  O'Donnell  wanted  to  ac- 
quire the  company's  biggest  distribu- 
tor in  the  state,  which  had  the  right 
to  own  or  operate  slot  machines  on  a 
participatory  basis.  Participating  in 
the  profits  of  a  machine  that  can  pay 
for  itself  in  20  days  is  well  worth 
whatever  trouble  it  may  take.  The  Ne- 
vada investigation  was  a  protracted 
affair,  lasting  30  months  and  costing 
some  $750,000.  Under  the  rules  of 


that  investigation,  I  felt  they  should 
be  given  a  license.  Because  they  are 
licensees  here,  if  they  step  out  of  line 
anywhere  in  the  world,  why,  we've 
got  them,"  and  he  clenches  a  power- 
ful fist,  "right  here." 

O'Donnell  accepts  this  painful  posi- 
tion with  a  sigh  of  resignation.  "We 
abide  by  the  rules,"  he  says.  Now 
that  O'Donnell  has  received  the  seal 
of  approval  from  the  Commission  and 
has  acquired  that  Nevada  company, 
Bally  can  participate  in  one  of  the 
most  profitable  business  ventures,  bar 
none,  that  the  law  allows.  All  told, 
Bally  now  has  16,000  different  ma- 
chines on  lease,  including  some  of 
those  glorious  $1  slots  in  Nevada.  And 
with  new  casinos  under  construction 
by  Metro-Goldwyn-Mayer  and  Hilton 
Hotels  Corp.,  the  market  grows  at  a 
remarkable  rate. 

The   state   of   Nevada  could  nol 
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think  of  a  finer  scheme  to  raise  reve- 
nues. In  1976  gross  earnings  of  casinos 
reached  $1.2  billion.  Slot  machines 
took  in  one-third  of  this  avalanche, 
about  $400  million.  On  average,  each 
slot  machine  grossed  $8,000,  but 
many  do  far  better:  Harrah's  casinos 
in  Reno  and  Tahoe  average  $11,000 
annually  on  each  of  3,540  slot  ma- 
chines. In  Las  Vegas,  some  so-called 
grind  houses  that  cater  exclusively  to 
slot  players  annually  rake  in  an  av- 
erage of  $25,000  per  machine. 

"Your  slot  machines,"  says  Jimmy 
"the  Greek"  Snyder,  the  celebrated 
oddsmaker,  "pay  the  nut."  Having 
spent  a  lifetime  in  the  gaming  busi- 
ness, Jimmy  should  know,  but  in  this 
case  he  is  being  conservative.  With- 
out slot  machines,  a  lot  of  casinos  in 
Nevada  would  go  broke  overnight. 
Consider  Hilton,  which  grossed  $79 
million  from  its  two  casinos  in  1975. 
In  order  to  attract  the  high  rollers, 
Hilton  spent  about  $6  million  for  en- 
tertainers (Elvis  Presley  is  a  regular), 
provided  $20.8  million  in  compli- 
mentary food  and  lodgings  and  wrote 
off  $4  million  worth  of  bad  "markers" 
(uncollectible  debts  run  up  by  credit 


Up  From  Drudgery 

The  more  bets  you  have  on  a  race, 
goes  the  professional  gambler's  first 
commandment,  the  more  money  you'll 
lose.  Bill  O'Donnell,  the  cofounder, 
president  and  chief  executive  of  Bally, 
has  always  put  his  money  on  a  sin- 
gle wager— that  gambling  would  be  le- 
galized and  universal  in  the  U.S.  The 
extent  of  his  success  may  be  measured 
thus:  He  tools  down  to  the  office  in 
that  shimmering  Rolls,  takes  long 
weekends  in  the  sun  and  has  built  a 
tiny  investment  in  Bally  to  a  stock  po- 
sition now  worth  about  $15  million. 

To  his  friends  O'Donnell  is  known 
as  a  soft  touch.  To  his  associates  he 
is  a  paragon  of  loyalty.  Even  his  ene- 
mies characterize  him  as  a  decent  fel- 
low. When  young  Bill  was  seven  his 
father  died,  and  without  a  great  deal 
of  education  he  tried  his  hand  at  a 
number  of  drudge  jobs,  from  mailbox 
to  construction  laborer  on  the  Chicago 
transit  system.  After  a  stint  in  the  Ma- 
rine Corps  during  World  War  II, 
O'Donnell  got  a  job  in  Bally's  pur- 
chasing department  in  1946,  moved 
up  the  ladder  to  become  sales  man- 
ager, then  an  officer  and  director. 

Usually  O'Donnell  presents  a  char- 
acter as  phlegmatic  as  any  belted 
British  earl.  Except  for  one  hilarious 
night  when  he  felt  the  pressures  of 
the  Nevada  Gaming  Commission  were 
so  unfair,  during  a  hearing  in  the  tiny 
Nevada  capital  of  Carson  City,  that 


bettors).  Add  labor  costs,  interest, 
taxes  and  other  overhead,  and  the 
nut  swells  to  the  size  of  a  blimp. 

Slot  machines,  in  happy  contrast, 
range  in  price  from  $1,500  to  $4,000, 
work  uncomplainingly  around  the 
clock,  require  some  maintenance— but 
not  too  much— and  earn  a  fabulous 
return.  Exactly  how  much?  No  Tlilton 
financial  officer  is  willing  to  divulge 
that  interesting  figure.  But  the  fact 
that  Hilton  is  installing  many  more 
machines  in  its  new  Las  Vegas  casino 
—besides  over  1,000  already  in  town 
—is  evidence  that  on  the  slot  machine 
front  things  are  doing  just  fine. 

The  perfectly  thrilling  aspect  of  the 
business  is  that  profit  margins  can  be 
controlled  to  a  virtual  certainty  by 
the  operator.*  Complete  certainty  has 
eluded  them  until  now,  however,  be- 
cause of  a  fraternity  of  slot  machine 


"In  practice  the  take  varies  between  3% 
and  22%.  The  casinos  locate  and  program 
their  machines  strategically,  staggering 
the  odds  so  that  some  machines  provide 
miserly  winnings  to  some  bettors,  enor- 
mous (but  occasional)  jackpots  to  others. 
It's  an  arcane  branch  of  show  business. 


Visionary:  Bally  President  O'Donnell 
foresaw  a  world  in  which  gaming 
would  be  part  of  ordinary  commerce. 


he  hied  to  a  casino  30  miles  away  for 
some  diversion.  "I  went  out  bouncing 
in  Reno  and  decided  to  try  the  ta- 
bles at  Harrah's,"  he  recalls.  "I  put  a 
limit  of  $5,000  on  myself  and  when 
that  was  gone  I  walked  away.  But  not 
before  I  told  the  pit  boss  what  I 
thought  of  him,  his  casino  and  the 
Gaming  Commission.  Wouldn't  you 
know,  the  next  morning  in  Carson 
City,  Phil  Hannifin,  who's  head  of  the 
Gaming  Control  Board,  asked,  'Bill,  did 
you  enjoy  that  little  outing  last  night?' 
Now  you  can  understand  why  I  say 
that  we're  the  most  investigated  com- 
pany in  the  world." — T.  O'H. 


cheats  who  walk  away  with  an  esti- 
mated $20  million  from  Nevada's 
casinos  each  year.  Their  ingenuity  is 
astonishing,  and  so  are  their  tech- 
niques with  fine  wire,  magnets  and 
other  devices.  Even  the  introduction 
of  Formula  409,  the  household  clean- 
er, played  sheer  hell  for  a  time.  The 
chemical  composition  of  Formula 
409  is  such  that  a  fast  shot  of  the 
liquid  up  the  money  spout  of  a  one- 
arm  bandit  can  send  the  machine 
into  an  unregulated  fit  of  payoffs. 

To  stop  that  rot,  Bally  hired  an 
engineering  whiz,  Inge  Telnaes,  from 
International  Business  Machines.  Tel- 
naes set  up  a  research  and  develop- 
ment center  in  Reno  and  came  up 
with  an  electronic  control  system  that 
records  every  pull  of  the  handle  on  a 
machine  and  every  occasion  on  which 
the  payoff  door  is  opened.  That  in- 
formation is  fed  to  a  central  com- 
puter unit  that  prints  out  every  trans- 
action on  every  machine.  "If  a  ma- 
chine blinks,"  says  Telnaes  proudly, 
we  can  tell  right  away."  It  also  gives, 
for  the  first  time,  an  honest  count. 

Hilton  Hotels  has  tested  the  new 
control  system  in  its  main  Las  Vegas 
casino  and  was  favorably  impressed. 
Hilton  will  soon  decide  whether  to  in- 
corporate the  Bally  gadgetry  in  all  its 
operations.  The  stumbling  block  now 
is  the  price  of  the  system.  "What 
we're  trying  to  figure  is  the  return 
on  investment,"  says  a  Hilton  finan- 
cial officer.  Because  Hilton  cannot 
know  how  much  the  slot  cheats 
are  taking,  that  calculation  is  rather 
difficult. 

Bally  has  made  other  strides  in 
technology.  A  fair  comparison  of  Bal- 
ly's metamorphosis  would  be  to  that 
of  NCR,  which  changed  its  cash  regis- 
ters from  electromechanical  monsters, 
with  thousands  of  metal  parts,  to  solid- 
state,  point-of-sale  machines.  The  fruit 
of  this  work  can  be  seen  at  Bally's 
Midway  division  near  Chicago,  where 
pinball  machines,  conventional  enough 
on  the  surface,  have  working  parts  of 
solid-state  electronics.  The  labor  sav- 
ing is  immense,  of  course.  But  even 
more  important,  the  games  are  pro- 
grammed so  that  even  the  most  ham- 
handed  mechanic  can  tell  what  parts 
to  replace  if.  the  innards  fail  or  even 
if  a  light  bulb  goes  on  the  blink. 
Squirreled  away  elsewhere  is  the  dan- 
diest of  all  the  company's  new  prod- 
ucts, an  electronic  slot  machine  that 
looks  and  sounds  for  all  the  world 
like  the  clunking  mechanical  model, 
but  is  powered  by  microprocessors 
and  solid-state  electronics.  If  Bally  ever 
felt  like  it,  the  company  could  obso- 
lete every  slot  machine  in  the  world. 
But  with  80%  of  the  U.S.  market  and 
a  big  chunk  of  the  business  overseas, 
it  treads  this  new  path  very  gingerly. 
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Fail-Safe:  Slot  machine  cheats, 
an  ingenious  and  enterprising 
lot,  have  thus  far  frustrated  ef- 
forts to  build  a  system  entirely 
immune  to  rip-offs.  IngeTelnaes, 
Bally's  chief  of  research  and  de- 
velopment, has  come  up  with  an 
electronic  control  system  that 
may  be  the  answer.  At  left,  he 
holds  a  device  necessary  to  gain 
lawful  access  to  a  machine.  At 
right,  he  is  at  a  computer  ter- 
minal wired  into  a  system  that 
traces,  in  effect,  every  au- 
thorized and  unauthorized  ac- 
tion by  the  machine. 


By  opting  for  a  more  orderly  pro- 
gression of  growth,  Bally's  execu- 
tives are  reacting  to  some  bruising  les- 
ions, duly  reflected  in  its  earnings  rec- 
ard.  In  1973,  a  banner  year,  sales 
reached  $128  million,  earnings  $13 
million— a  net  profit  margin  of  more 
than  10%.  Then  came  trouble.  In  1974 
sales  increased  to  $158  million,  but 
earnings  dropped  to  $10.6  million— a 
margin  of  below  7%.  More  bad  news 
ame  in  1975  when  sales  climbed 
igain,  to  $169  million,  and  net  profits 
fell  again,  to  $7.5  million— a  decline, 
:o  a  margin  of  4.4%,  signifying  '"tilt"  in 
its  controls.  Earnings  per  share  were 
$2.44  in  1973,  $1.34  in  1975. 

In  those  two  bad  years,  Bally's  man- 
igement  acknowledged  no  fault,  but 
rather  pointed  to  a  series  of  unexpect- 
ed outside  events  as  the  cause  of  all  its 
troubles.  In  1974  three  Belgian  plants 
ivere  closed,  forcing  a  write-off  of 
i>3.6  million.  Receivables  went  unpaid 
when  the  left-wing  Portuguese  gov- 
ernment took  power.  An  inventory  of 
ilot  machines  destined  for  Japan  was 
nade  obsolete  when  gambling  controls 
there  were  tightened. 

But  outsiders  who  know  the  com- 
pany claim  that  there  was  much  more 

0  it  than  that.  Bally,  they  say,  had 
?rown  too  big  for  its  narrow  manage  - 
nent  britches.  It  was  so  bad  in  one 
Chicago  plant,"  says  one  informed  stu- 
dent, "that  nobody  knew  what  costs 
ictually  were."  A  tour  of  Bally's  fa- 
cilities in  the  Chicago  area  makes  that 
ough  accusation  plausible.  The  com- 
pany has  eight  plants  scattered  on  the 
^orth  Side,  from  an  antique  slot  ma- 
■hine  shop  to  some  big  new  electron- 
bs  operations  in  industrial  parks  near 
|)'Hare  Airport.  This  unplanned 
|;rowth  led  to  heady  increases  in 
tales,  but  played  havoc  with  earn- 

lgs.  On  U.S.  sales  of  $81  million  in 
:  975,  the  company  earned  less  than 

1  1  million,  a  ghastly  performance  that 
!  ailed  for  some  starchy  measures. 

|  By  redesigning  assembly  lines  and 
jnposing  tough  financial  controls,  a 


much  improved  performance  resulted 
in  1976.  It  must  be  noted,  though, 
that  in  1973,  when  sales  were  $70  mil- 
lion less,  profits  were  considerably 
higher.  "I  keep  telling  them,"  says  one 
financial  adviser,  "that  those  margins 
have  to  be  improved."  Nobody  at 
Bally  challenges  that  exhortation. 

However,  the  benefits  of  vertical  in- 
tegration are  already  becoming  visi- 
ble in  the  company's  revenues  from  its 
leased  and  operated  equipment,  which 
soared  from  $2  million  in  1969  to 
about  $25  million  in  1976.  At  first, 
such  revenues  increase  cash  flow  fast- 
er than  they  do  reported  profits,  but 
in  the  end  it  all  comes  down  to  the 
bottom  line.  Aladdin's  Casde,  a  divi- 
sion that  operates  amusements  (as 
distinguished  from  games  that  pay  oft  ) 


in  shopping  centers,  ranging  from 
Captain  Fantastic  pinball  machines  to 
video  games,  has  100  outlets  and  ex- 
pects to  add  another  20  this  year. 
These  games  can  earn  as  much  as 
$5,000  a  year,  and  the  average  center 
has  over  40  of  them.  The  return  per 
square  foot,  even  when  revenues  are 
divided  with  the  shopping  center 
owner,  is  probably  higher  than  that 
of  Melville  Corp.,  generally  regarded 
as  the  champion  in  that  measurement 
of  retailing. 

In  the  end,  however,  nothing  makes 
O'Donnell  happier  than  the  results  of 
the  Atlantic  City  gambling  referen- 
dum—and not  just  for  the  potential 
sales  there.  He  calls  the  result  "noth- 
ing less  than  a  complete  change  in  the 
frozen  attitudes  of  people  toward 
gambling,"  and  he's  probably  right.  A 
lot  of  politicians  have  been  talking  to 
Bally  lately,  and  they  have  come  away 
astounded  at  some  of  the  numbers 
presented  by  the  company's  marketing 


experts.  If  each  of  the  10,000  private 
clubs  in  New  York,  as  one  example, 
installed  15  slot  machines,  paid  a  li- 
cense fee  of  $500  on  each  machine 
and  gave  the  state  30%  of  the  pro- 
ceeds, Bally  believes  that  an  addition- 
al $450  million  of  tax  revenue  would 
be  generated.  This  figure  may  be 
modest.  In  New  South  Wales,  the  only 
Australian  state  that  permits  gam- 
bling, a  population  of  5  million  pours 
so  much  money  into  slot  machines  in 
workingmen's  clubs  that  the  state 
skims  off  $100  million  per  year. 

Perhaps  sensing  that  some  sterner 
hands  were  needed  to  keep  up  with 
its  opportunities,  O'Donnell  last  year 
brought  in  as  financial  vice  president 
Irving  Rom,  a  CPA  from  the  national 
accounting  firm  of  Clarence  Rainess. 


A  deliberate  fellow,  Rom  has  installed 
the  new  financial  reporting  system  that 
should  enable  headquarters  to  spot 
trouble  quickly. 

There  are  some  other  new  faces 
around  Bally,  suggesting  that  more 
professional  ways  are  being  adopted. 
Glenn  Seidenfeld,  formerly  with  the 
SEC,  has  been  installed  as  general 
counsel.  And  some  outside  directors 
have  been  added  to  a  board  that  was 
rather  incestuous:  George  Crowley,  a 
prominent  Chicago  attorney  who 
worked  for  a  time  at  the  Justice  De- 
partment; George  Moran,  who  until 
recently  was  a  senior  vice  president 
for  New  York's  Manufacturers  Han- 
over bank;  and  former  Nevada  Sena- 
tor Alan  Bible. 

Will  Bally  hit  the  jackpot?  Even 
now  it's  clear  that,  at  the  very  least, 
the  odds  on  the  company  are  a  lot 
more  favorable  than  on  the  rest  of  us, 
who  throw  our  money  into  their 
machines.  ■ 


".  .  .  Nothing  makes  O'Donnell  happier  than  the  Atlantic 
City  referendum— 'a  complete  change  in  attitudes'  .  .  ." 
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As  I  See  It 

An  Interview  With  Anthony  Frank- 
New  Thoughts  On  Old  Mortgages 


In  Southern  California,  prices  for 
new  and  used  homes  have  doubled  in 
just  three  years;  in  Orange  County  the 
median  price  of  a  new  single-family 
home  reached  $72,000  last  July,  vs. 
around  $44,000  for  the  national  me- 
dian. A  good  case  can  be  made,  how- 
ever, that  these  are  not  symptoms  of  a 
healthy  economy  but  of  a  kind  of  fe- 
\  er.  The  buyers  are  mostly  people 
with  a  large  down  payment  who  made 
substantial  profits  on  the  sales  of  pre- 
vious homes.  For  young  people  en- 
tering the  housing  market  for  the 
first  time,  and  for  old  people  caught 
in  a  hind  by  skyrocketing  property- 
tax  assessments  based  on  today's  in- 
Hated  market  values,  the  picture  is 
bleak  indeed. 

Anthony  Frank  is  chairman  of  S2- 
billion  United  Financial  Corp.  (San 
Francisco-based  parent  of  Citizens 
Savings  &  Loan,  the  sixth-largest  pub- 
licly held  S&L  in  the  U.S.).  To  alle- 
viate the  problem,  Frank,  45,  thinks 
the  time  has  come  for  some  new  ap- 
proaches to  home  financing. 


Frank:  It's  already  happening  in 
Houston,  and  it  won't  take  very  much 
sopping  up  of  available  oversupply  to 
have  it  start  in  other  areas,  particular- 
ly if  unemployment  starts  to  go  down. 
We're  right  in  the  middle  of  a  swell 
of  people  of  marriageable  age,  and  of 
single  people  buying  homes. 

What  would  you  do  about  it?  How 
ctni  ice  enable  more  people  to  buy 
homes  at  these  huge  prices? 
Frank:  The  mortgage  is  the  key.  If 
we  were  to  reinvent  the  mortgage,  it 
wouldn't  look  the  way  it  does  now. 
The  state  should  authorize  mortgage 
loans  for  young  families  with  lower 
initial  monthly  payments  than  would 
be  called  for  under  a  fully  amortized 
loan.  Each  year  the  monthly  payment 
would  be  increased  by  a  predeter- 
mined percentage,  ideally,  the  family's 
estimated  annual  percentage  wage  in- 
crease. If  we  could  cut  the  payment 
by  $100  a  month,  we  wouldn't  just 
save  that  family  $100,  we  would  cut 
its    qualifying    income    by    $400  a 


. .  Consider  the  'reverse  annuity'— how  much  will  you  pay 
me  for  the  rest  of  my  life  if  I  leave  my  house  to  you?  . . ." 


Why  has  there  been  such  a  buying 
panic  in  California? 
Frank:  It  has  become  crystal-clear  to 
people  that  if  you  hold  off  too  long, 
you'll  never  get  onto  the  first  rung  of 
the  housing  ladder.  One  of  our  em- 
ployees bought  a  house  seven  months 
ago.  If  he  had  to  buy  that  house  to- 
day, he  couldn't  afford  it. 

Why  are  there  shortages  here  and 
not  other  places? 

Frank:  First,  because  there  wasn't  an 
oversupply  of  housing  here  like  the 
one  in  Florida.  Second,  the  effects 
of  the  ecological  movement  and  no- 
growth,  slow-growth  philosophies  are 
starting  to  wither  the  fruit,  not  bear 
fruit.  The  real  shortage  in  California 
is  not  housing  but  lots:  We  have 
layers  of  government  hearings  that 
have  created  two-year  delays  in 
bringing  homes  onto  the  market. 

Do  you  see  this  spreading  to  other 
parts  of  the  country? 


month.  This  is  really  quantum,  be- 
cause in  the  U.S.  the  difference  be- 
tween $1,400  and  $1,800  a  month 
might  be  10  million  families. 

A  lot  of  old  people  find  themselves 
house-poor  because  they  have  a  big 
house  and  no  money  to  pay  proper- 
ty taxes. 

Frank:  One  way  out  is  what  you 
might  call  "the  reverse  annuity." 
I  fomeowners  getting  on  in  years  could 
go  to  an  S&L  and  tell  them  three 
things:  "Here's  my  street  address,  I'm 
this  old,  and  my  doctor  says  I'm  in 
this  shape.  How  much  will  you  pay 
me  for  the  rest  of  my  life  if  I  be- 
queath my  house  to  you  when  I  die?" 
This  way  they'd  have  income,  and  the 
only  people  who  would  be  hurt  would 
be  the  heirs,  who  would  get  a  lower 
inheritance.  Another  thing  to  do  is 
change  the  zoning  laws  so  that  three 
or  four  people  could  share  a  home. 

We're  talked  about  getting  people 


Frank:  "The  mortgage  is  the  key." 

in  on  the  demand  side  of  housing 
What  about  the  supply  side? 
Frank:   It  is  now  fairly  well  estab- 
lished that  a  family  might  spend  35%  I 
of  its  gross  income  on  housing.  It 
used  to  be  25$.  People  will  have  to 
make  tradeoffs  and  sacrifices  in  order 
to  get  housing.  But  there  are  a  lot 
of   things   we  can  do  to  bring  the 
price  down.  Why  does  the  average 
home  have  to  be  1,500  square  feet?  ) 
Why  does  it  have  to  have  a  backyard? 
Why  do  you  have  to  have  built-ins? 
Your  mother  didn't  have  built-ins  and|| 
neither  did  mine.  Economically  speak- 
ing, it  is  perfectly  feasible  to  huildj 
$35,000-to-$40,000    houses    in    this  I 
country  today,  but  doing  it  is  going  toll 
take  some  sacrifices. 

Who  wants  a  no-frills  house?  Amem 
icons  have  come  to  expect  two  bath- 
rooms and  lots  of  little  luxuries. 
Frank:    The   rising  cost  of  enerfl 
might  be  one  way  to  reduce  consum- 
er expectations  because  it  would  place 
a  premium  on   the  house  that  eon 
serves  energy.  That's  the  way  it  is  withjl 
cars  now,  so  why  not  with  houses? I 
We  may  be  almost  within  a  year  oil 
getting  to  the  point  where  modulaii| 
housing   makes   sense.    The   way  tB 
make  modular  housing  practical  is  to 
make  "stick  building"  impractical. 

What  about  mobile  homes? 
Frank:  I  think  it's  unfortunate  that 
the  only  housing  that's  within  thfll 
reach  of  poor  people  is  the  only  hous-ll 
ing  that  depreciates.  That's  what 
have  against  mobile  homes. 


You  arc  predicting  2  million  hous\ 
ing  starts  for  this  year.  Nobody  else  i.\ 
that  high. 

Frank:  Anything  you  really  wsM 
done  always  gets  done,  and  people 
really  want  houses.  There  isn't  anyi 
thing  that  can't  be  done  with  in 
centives,  rewards  and  tax  benefits.  ■ 


62 


FORBES,  JANUARY  15.  197 


BEAUTIFUL  THINGS 
ARE  HAPPENING  IN  CEMENT. 


dement.  The  key  ingredient  in 
;oncrete.  Dramatic.  Durable. 
Versatile.  With  no  other  building 
naterial  can  man  express  his 
magination  in  so  many  ways. 

<\nd  beautiful  things  are  develop- 
ng  in  the  economics  of  cement, 
oo.  Emerging  from  the  recession, 
he  portland  cement  industry  has 
:jood  reason  to  be  optimistic. 
Excess  capacity  is  no  longer  the 
Droblem  it  was.  Long-term  trends 
and  forecasts  are  favorable,  and 
cement's  share  of  the  construction 
narket  keeps  growing. 

^iS  the  Western  Hemisphere's 
eading  cement  producer,  Lone 
Star  Industries  is  in  a  unique 
position  to  take  advantage  of 
his  situation. 

teyond  this,  Lone  Star  is  also 
leeply  committed  to  another  field 
hat  continues  to  show  strong 
jrowth.  Through  our  network  of 
tome  Care  Centers,  we're  a  lead- 
ng  retail  distributor  of  lumber, 
lardware,  paints  and  all  the  other 
naterials  a  do-it-yourselfer  needs 
o  maintain  and  improve  his  home. 

"wo  industries  with  bright  pros- 
iects.  And  Lone  Star  is  well 
lositioned  in  both  of  them.  We 
all  that  being  in  the  right  place 
t  the  right  time. 

f  you'd  like  to  know  more  about 
s,  write  to  One  Greenwich  Plaza, 
Greenwich,  Connecticut  06830. 


STAR  M 
NDUSTRIES 


IN  THE  RIGHT  PLACE  AT  THE  RIGHT  TIME 


The  Low -Priced  Spread 

With  other  advertising  rates  rising  rapidly,  billboards 

are  starting  a  comeback  by  being  the  cheapest  game  in  town. 


The  outdoor  advertising  industry 
likes  to  call  itself  the  "first  medium" 
by  tracing  its  origins  back  to  Egyp- 
tian merchants  who  cut  sales  messages 
into  stone  tables  and  placed  them 
along  public  roads.  But  in  terms  of 
total  advertising  revenues  today,  it  is 
a  distinct  last.  Compared  with  the 
$8.4  billion  spent  on  newspaper  ad- 
vertising last  year,  or  the  $5.3  billion 
on  TV,  outdoor  was  only  able  to  at- 
tract $335  million,  or  a  little  over  1% 
of   total   advertising  expenditures. 

About  the  only  place  outdoors  is 
still  No.  One  is  in  the  physical  size 
of  its  messages,  and  in  the  hostile 
looks  it  draws  from  the  environmental- 
ly minded.  The  industry  claims  that 
all  the  standardized  billboards  in  the 
U.S.,  laid  flat  and  end  to  end,  would 
not  even  cover  the  pavement  at  Chi- 
cago's O'Hare  Airport,  but  the  effect 
of  a  14-foot-by-48-foot  picture  of  a 
bikini-clad  suntan-oil  model  mounted 
on  a  six-ton  steel  structure  is,  to  say 
the  least,  distracting.  Or  "visually 
polluting,"  as  the  phrase  goes,  de- 
pending on  your  perspective. 

Nevertheless,  to  the  dismay  of 
those  who  argue  "Ban  A  Billboard, 
See  A  Tree,"  outdoor  advertising 
revenues  this  year  are  estimated  to  be 
75%  more  than  they  were  in  1970, 
almost  two-thirds  of  this  revenue  com- 
ing from  increased  sales,  as  opposed 
to  rate  increases.  Big  national  adver- 
tisers—Coca-Cola, Campbell  Soup, 
Chesebrough-Pond's  and  Kraft  Foods 
among  them— are  returning  to  outdoor 
as  a  reinforcement  for  their  TV  cam- 
paigns. Billboards  are  picking  up 
some  new— and  unusual— clients  as 
well.  Becently  Mercantile  Bank  of 
Dallas,  Tex.  used  42  billboards  to  ad- 
vertise a  $20-million  capital  note  is- 
sue it  brought  out. 

The  simple  fact  is:  Billboards  are 
the  cheapest  medium  around.  A  min- 
ute of  network  TV  prime  time  can 


now  run  an  advertiser  $125,000, 
while  a  full  page  in  the  Sunday  edi- 
tion of  the  Los  Angeles  Times  can 
cost  over  $10,000;  in  the  Washing- 
ton Post,  $4,500.  In  terms  of  cost  per 
thousand,  TV  delivers  a  thousand 
viewers  of  a  National  Football  League 
game  for  $5.42,  while  a  billboard 
promises  a  thousand  viewers  for  un- 
der a  buck. 

"The  concept  of  TV  is  still  great," 
says  Karl  Eller,  president  of  Com- 
bined Communications  Corp.,  the 
largest  of  the  outdoor  companies,  "but 
reduce  your  buy  in  TV  slightly  and 
put  it  in  outdoor  and  you  really  lower 
your  cost  per  thousand." 

Tobacco  and  liquor,  not  surprising- 
ly, are  the  two  heaviest  users  of  out- 
door because  they  are  banned  from 
advertising  on  TV  and  radio.  But  for 
those  advertisers  with  equal  access  to 
all  the  media,  billboards  have  al- 
ways seemed  somewhat  primitive  and 
inflexible.  Once  a  poster  is  put  up  or 
a  board  painted,  the  message  just  sits 
there  without  a  surrounding  editorial 
or  entertainment  context  to  engage  the 
viewer  passing  by. 

Clutter  Complex 

And  in  the  wake  of  the  Federal 
Highway  Beautification  Act  of  1965, 
which  effectively  banned  all  billboards 
within  a  certain  distance  of  federally 
funded  highways,  many  advertising 
agencies  complained  that  their  clients 
didn't  want  any  part  of  cluttering  up 
the  great  outdoors,  even  on  billboards 
in  legal  locations. 

The  industry  has  been  countering 
its  unelegant  image  with  statistics 
showing  that  the  higher  a  person's  in- 
come, the  more  time  he  spends  in  his 
automobile  and  thus  the  more  likely 
he  is  to  see  an  outdoor  ad.  The  case  is 
even  made  that  outdoor  is  a  "clean" 
medium  because  it  uses  little  energy 
and  creates  little  or  no  waste.  Per- 


haps some  of  the  onus  has  been  re- 
moved from  the  billboard  business  be- 
cause environmentalists  have  had  oth- 
er things  on  their  minds  these  days. 

In  fact,  for  companies  like  Com- 
bined Communications  and  Foster  & 
Kleiser  (a  division  of  Metromedia), 
which  between  them  account  for 
roughly  35%  of  the  so-called  "stan- 
dardized" outdoor  business  (because 
they  use  standard-sized  poster  and 
paint  boards  that  are  interchange- 
able), the  Federal  Highway  Act  was 
actually  beneficial.  With  most  of  their 
billboards  located  in  urban  areas,  they 
did  not  face  the  problem  of  extensive 
removal.  The  decrease  in  the  total 
number  of  billboards  due  to  the  act 
made  demand  for  their  boards  even 
greater  and  removed  a  lot  of  roadway 
eyesores  that  gave  everyone  in  the  in- 
dustry a  bad  name. 

Indeed,  even  Congress  seems  to 
have  resigned  itself  to  the  necessity  of 
billboards.  Amendments  to  the  high- 
way act  passed  last  year  will  permit 
states  to  exempt  from  removal  high- 
way signs  that  contribute  to  the  tour- 
ist economy  of  a  particular  area,  and 
studies  are  under  way  to  determine 
how  to  serve  the  traveler  who  de- 
pends on  billboards  to  find  a  hotel  or 
an  all-night  gas  station.  This  should 
benefit  companies  that  operate  pri- 
mary in  rural  areas,  like  National  Ad- 
vertising, a  subsidiary  of  Minnesota 
Mining  &  Manufacturing. 

Companies  that  own  billboards  like 
the  business  because  operating  profit 
margins  can  run  as  high  as  25%  and 
depreciation  provides  a  good  cash 
flow.  So  as  city  space  grows  scarce, 
some  people  are  looking  for  other 
places  to  post  their  signs.  A  company 
in  Los  Angeles  called  People's  Gal- 
lery/Mall Graphics  has  installed  post- 
er displays  in  mall  areas  like  trendy 
Century  City.  Others,  including  3M, 
are  looking  at  the  idea  of  building 
bus  shelters  for  city  bus  routes  in  ex- 
change for  the  right  to  post  advertis- 
ing as  they  do  in  Europe. 

Ogden  Nash  may  never  have  seen 
"a  billboard  lovely  as  a  tree."  Then 
again,  he  never  saw  a  tree  grossing 
$2,000  a  month.  ■ 
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Today's  Babcock  &Wilcox. 
We're  a  lot  more  than  a 
great  boilermaker. 


ncommon  use  for  common  clay.  By  produc 
eramic  fibers  from  naturally-occurring 
ina-silica  fireclay,  our  Refractories  Division 
jfactures  an  insulation  material  called 
/ool®Widely  used  to  conserve  fuel  in  indus 
urnaces-and  for  hundreds  of  other  uses 
jet  sales  are  growing  at  a  rate  of  about  20% 
r.  In  addition  to  Kaowool,  we  manufacture 
/  other  specialty  ceramic  products,  making 
eading  supplier  to  the  steei,  petroleum 
:hemical  industries. 


yards  straight  off  the  tee.  In  the 

:n  for  a  new  material  combining 
strength  and  light  weight,  our 
meed  Composites  Department 
loped  an  improved  graphite  g 
shaft  providing  bet- 
antrol  and  more 
nee  with  an  easier 
g.We  are  also  using 
ame  material  for  ten 
acquets  and  other 
iing  equipment  and  exploring 
strial  applications  for  potentially 
:  markets  such  as  valves  and 
g- 


A  specialist  in  specialty  steel  tubing.  With  our  own  large 
electric  furnace  steel  plants,  hot  mills  and  finishing 
facilities,  we're  the  leading  manufacturer  of  every  type 
of  specialty  steel  tubing-carbon,  alloy,  stainless.  To 
help  meet  increasing  demand  from  a  number  of  indus- 
tries, we  are  now  completing  a  $60  million  expansion 
program. 


Sootblowers  that  work  by  the  numbers. 

A  solid  state  boiler  cleaning  system  devel- 
oped by  our  Diamond  Power  subsidiary 
now  allows  industry  and  utilities  to  change 
cleaning  programs  with  changing  grades 
of  fuel.  A  tiny  microprocessor  chip  controls 
sootblowers  in  programmed  sequences 
or  in  any  number  of  manual  modes  to 
remove  soot  accumulations  and  keep 
boilers  operating  efficiently.  Diamond  is 
also  a  leading  producer  of  reflective 
metallic  insulation  and 
nuclear  control 
rod  drives. 


ilftX 


ng  coal  pay  off  in  a  big  way.  To  help  utilities 
alize  on  the  abundance  of  U.S.  coal,  we've 
;ned  and  built  the  eight  largest  coal-fired 
rs  in  the  world  -  each  of  which  produces 
1000  megawatts  of  power  and  provides 
omy  of  scale  without  sacrificing  reliability, 
e  U.S.  turns  more  and  more  to  coal  for 
rical  generation,  this  B&W  experience  can 
valuable  to  meet  the  needs  of  utilities. 


Power  to  run  silent  and  deep.  In  1954,  we  helped 
build  the  nuclear  steam  system  for  the  Nautilus 
-  first  of  our  nation's  nuclear  submarines.  As  the 
fleet  has  grown  we  have  continued  to  supply 
components  and  have  also  become  the  major 
supplier  of  nuclear  fuel  for  the  U.S.  Navy.  In 
addition,  B&W  nuclear  power  systems  are  on 
such  ships  as  the  N.S.  Savannah  and  Otto  Hahn. 


Babcock  &  Wilcox 

161  EAST  42ND  ST.,  NEW  YORK,  N  Y  10017 


The  Money  Men 


1 


Advantage,  Adler! 


On  a  tennis  court  Frederick  R. 
Adler  doesn't  look  like  much.  Slightly 
built,  and  a  player  for  only  the  last 
eight  of  his  51  years,  Adler  doesn't 
follow  through  on  his  serves,  he  hits 
shots  off  the  wood,  he  lunges  at  re- 
turns instead  of  setting  himself  up  for 
them.  Now  and  then,  he  even  winds 
up  stumbling  into  the  net.  Never 
mind,  Adler  more  than  compensates 
for  sloppy  form  with  sheer  energy  and 
drive,  which  he  has  in  abundance. 
He  gets  the  ball  back  one  way  or 
another,  and  he  usually  wins. 

Adler  plays  business  the  same  way. 
His  talent  for  scrambling  and  for 
hanging  in  has  paid  off.  His  best,  and 
best-known,  venture  is  Data  General 
Corp.,  the  computer  firm.  That  is 
what  is  known  as  winning  big.  To- 
day Data  General  is  a  highly  profit- 
able (22%  on  equity),  $161-million- 
sales  computer  company  with  a  price/ 
earnings  ratio  of  22.  On  paper,  Adler's 
shares  are  worth  about  $6  million,  not 
counting  the  $1.6  million  worth  he 
sold  last  summer. 

A  lawyer  by  training,  Adler  is  a 
relative  novice  to  business  as  to  tennis. 
Raised  in  Brooklyn,  he  joined  the 
Wall  Street  law  firm  of  Reavis  &  Mc- 
Grath  in  1951  after  attending  Har- 
vard Law  School  (and  making  the 
Harvard  Law  Review)  on  the  GI  bill. 
He  became  an  expert  litigator,  but 
it  bothered  him  that  the  clients  al- 
ways called  the  shots— and  won  or 
lost  the  game.  He  itched  to  be  a 
principal,  not  an  agent;  a  wheel,  not 
a  cog.  "A  litigator  is  a  hired  gun,"  he 
says.  "He  aims.  He  fires.  But  if  he 
misses,  the  client's  dead,  not  him." 

In  1959  things  changed.  Adler 
helped  some  clients  gain  control  of  a 
publicly  owned  commercial  finance 
company  (Commercial  Investment 
Corp.  of  Mobile,  Ala. ) .  By  default,  he 
got  the  job  of  running  the  company 
and  soon  proved  himself  even  better 
at  business  than  at  law.  His  chief  job 
was  working  out  bad  loans.  "It  was  a 
mess,"  he  says.  "I  went  after  each 
bad  loan  like  a  battle-ax.  When  peo- 
ple stalled  me,  I  just  sued." 

That  may  not  have  been  good  form 
but,  like  his  tennis  style,  it  worked. 
He  eventually  netted  $190,000  on 
$12,000  of  his  own  that  he  invested 
in  the  company  in  1960. 

Adler's  fiercely  competitive  spirit 
was  aroused.  He  wanted  more  such 
victories.  He  took  to  giving  clients  fi- 


nancial as  well  as  legal  advice,  and 
investing  his  own  money  in  their  ven- 
tures. Among  them:  Expediter  Sys- 
tems, Inc.,  a  Birmingham,  Ala.-based 
trucking  company,  and  Applied  Ma- 
terials, Inc.,  a  maker  of  capital  equip- 
ment for  semiconductor  companies. 
By  1967  he  had  had  enough  success 
in  turnarounds,  public  offerings,  mer- 
gers and  the  like  to  be  staked  to  a 
credit  line  of  "a  few  hundred  thou- 
sand" by  the  Chase  Manhattan  Bank. 
He  parked  some  money  for  a  while  in 
the  then-rising  stock  market  and  spent 
evenings  reading  everything  from 
Forbes  and  Standard  &  Poor's  reports 
to  Electronics  News  and  Popular 
Mechanics  to  decide  where  to  put  it 
for  the  long  term. 

One  place  turned  out  to  be  Data 
General.  In  early  1968  four  young 
tyros— two  engineers,  both  29,  a  com- 
puter programmer,  23,  all  from  Digi- 


For  example,  says  Adler,  "We  wer 
public  early  in  the  ball  game  [  196S 
and  kept  on  raising  more  money  b 
equity  offerings;  2%  of  a  sound  corr 
pany  is  better  than  all  of  nothing." 

He  adds,  "When  the  econom 
turned  down  in  1970  and  again  i 
1975,  we  debooked  orders  from  wea 
clients.  We  weren't  just  interested  i 
selling;  we  wanted  to  be  sure  we' 
be  paid  on  time." 

The  debt-free  balance  sheet  that  re 
suited,  which  shows  receivables  at 
low  (for  the  industry)  20%  of  the  ar 
nual  sales  rate  and  inventories  at 
low  25%,  has  helped  DG  survive  a 
the  small-company  terrors— lawsuits  b 
competitors;  the  departure  of  key  pe« 
sonnel  (Richard  Sogge,  one  of  th 
founders,  left  in  1973);  price-cutting 
recession;  and  high  interest  rates. 

Adler  still  spends  a  day  or  two 
week  on  DG  as  corporate  secretar 
and  a  member  of  the  executive  com| 
mittee.   He  is  seeing  the  compan 
through  a  second  stage  as  it  inte 


"...  I  went  after  each  bad  loan  like  a  battle-ax.  When 
people  stalled  me,  I  just  sued  " 


tal  Equipment  Corp.,  and  a  salesman, 
31,  from  Fairchild  Semiconductor- 
came  to  see  Adler  after  their  proposal 
for  starting  a  new  company  to  make 
minicomputers  was  turned  down  cold 
by  big  dealers  like  Allen  &  Co.  and 
Peter  Sprague,  chairman  of  National 
Semiconductor  and  reorganizer  of  Ad- 
vent Corp.  Adler  liked  the  four  young 
men  and  saw  a  market  for  the  multi- 
purpose, cheap  (average  price  now 
$26,000)  computers  they  wanted  to 
make.  He  put  up  $50,000  of  his  own 
money  and  raised  $800,000  altogether 
for  the  startup. 

Leaving  it  at  that  would  be  like 
starting  a  tennis  game  with  a  magnif- 
icent serve  and  then  standing  flat- 
footed  in  the  back  court.  Adler  ran 
the  finances  of  the  new  company 
while  the  three  scientist  types  got  to 
work  designing  the  NOVA  minicom- 
puter, which  DG  still  sells  today. 

Why  did  Data  General  succeed 
when  so  many  other  scientific  start- 
ups flopped?  "The  key  is  controls, 
controls,  controls,"  Adler  answers. 
"With  controls  you  can  keep  tight  in- 
ventories, use  your  cash,  keep  down 
your  debt.  A  small  company  especial- 
ly has  to  be  soundly  financed  because 
it's  so  vulnerable.  Data  General's  bal- 
ance sheet  [no  debt]  is  no  accident." 


grates  into  components,  software  am 
peripheral  equipment.  Besides  I 
nances,  Adler  personally  oversees  ii 
recruiting.  That  isn't  a  usual  role  fo 
a  venture  capitalist,  but  that's  Adler' 
style:  Go  after  results  rather  than  woij 
ry  about  form.  The  company  has  beei 
hiring  people  from  outside,  places  lik 
Burroughs,  Hewlett-Packard  and  In 
forex,  a  specialist  in  systems  engineei 
ing.  "We  could  do  it  inside,  but  it' 
long,  expensive  and  risky,"  he  says 
"Besides,  it  keeps  us  from  gettinj 
incestuous." 

In  the  past  year,  Adler  has  spen 
much  of  his  time  on  Intersil,  a  trou) 
bled  semiconductor  company.  Intersi 
which  Adler  took  public  in  1972,  rai 
into  price-cutting  and  production 
problems  in  1975,  losing  $2.5  millioi 
on  sales  of  $26  million.  In  April  1976 
Adler,  chairman  of  the  board,  tool 
over  as  president  as  well.  Survivinj 
on  his  usual  four  or  five  hours  of  sleej 
a  night,  he  started  commuting  severa 
times  a  month  from  New  York  Citj 
to  the  company's  headquarters  % 
Cupertino,  in  northern  California': 
"Silicon  Valley." 

Adler  might  have  done  better,  on  i 
rational  basis,  simply  to  cut  his  lossei 
and  get  out  of  the  venture.  Win 
didn't  he?  He  replies:  "It  was  a  pub 
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Venture-Capitalist  Adler:  A  triumph  of  content  over  form. 


[lie  company:  There  were  people  who 
had  bought  the  stock  because  of  me, 
;people  I'd  helped  hire.  In  retrospect, 
perhaps  .  .  .  what  the  hell,  I'd  do  the 
[same  thing  all  over  again.  Maybe  it's 
because  I  like  the  game."  As  in  tennis, 
he  can  t  turn  down  a  challenge. 

Last  June  Adler  arranged  for  a 
merger  of  Intersil  with  Advanced 
Memory  Systems,  a  slighdy  larger 
(1976  sales:  $40  million)  semicon- 
ductor maker  strong  in  the  areas  where 
Intersil  is  weak,  and  vice  versa.  The 
neatest  part  of  the  merger  is  that  AMS 
jhas  a  strong,  active  president  who  will 
run  the  whole  operation— and  leave 
Adler  free  to  get  back  to  Data  Gen- 
eral, his  other  deals  and  tennis. 

The  two  companies  that  excite  Ad- 
ler most  now  are  both  private.  The 
smaller,  Lexidata,  is  only  two  years 
old,  with  $1  million  in  sales  of  visual 
display  systems  (screens  used  to  dis- 
play body  scanner  images,  for  exam- 
ple ) .  The  other,  Acuity  Systems 
Inc.,  makes  the  Auto-Refractor,  a  ma- 
chine that  examines  eyes  to  deter- 
mine the  lens  prescription  required. 
Doctors  no  longer  need  spend  time 
isaying,  "Now  read  the  third  line." 

Adler  says  that  when  he  bought 
into  Acuity  Systems  in  early  1975— 
for  about  5%  of  the  company— the 
management  and  the  investors  were 
"fighting  like  cats  and  dogs."  The 
company  lost  $560,000  on  $3.4  mil- 
lion in  sales  in  1974. 

Acuity's  President  Charles  W.  Hayes 
prevailed  upon  Adler— who  had  turned 
him  down  when  he  started  the  com- 


pany in  1971— to  come  in  and  patch 
things  up.  "I  started  by  calling  every- 
one up,"  Adler  says.  "I  said,  'You're 
behaving  like  small  boys.  Are  you  in 
this  to  make  money,  or  to  prove  that 
you're  right?'  " 

Adler  got  the  two  sides  to  forget 
about  one-upping  each  other,  and,  in 
Hayes'  words,  "ran  interference  for 
us."  He  also  prompted  them  to  raise 
the  price  on  the  new  Auto-Lensmeter, 
an  automatic  instrument  that  mea- 
sures prescription  lenses,  so  that  it 
would  be  more  in  line  with  develop- 
ment and  marketing  costs,  and  got 
them  to  push  it  harder.  It  still  sells  for 
only  $6,000  vs.  $26,000  for  the  Auto- 
Refractor,  but  it  now  offers  a  higher 
profit  margin  and  can  be  sold  more 
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widely— to  lens  manufacturers  as  well 
as  to  eye  doctors.  As  if  on  cue,  Acuity's 
sales  have  risen  to  $8.5  million,  with 
pretax  earnings  of  $1  million.  Adler 
adds,  almost  gloating:  "We  just  turned 
down  a  merger  offer  for  over  $15  a 
share."  His  cost:  $1  a  share. 

Adler  can't  see  going  public  with 
Acuity  Systems— or  with  any  other 
small  company,  for  that  matter.  "Not 
in  today's  market.  I  try  to  keep  man- 
agement from  getting  dollar  signs  in 
its  eyes.  You  can  spend  too  much 


time  talking  to  merger  partners  and 
hungry  investment  bankers  and  for- 
get about  your  knitting.  The  sweater 
never  gets  finished." 

Since  1960  Adler  has  raised  more 
than  $100  million  of  his  own  and  oth- 
er people's  money,  for  ventures  rang- 
ing from  Data  General  to  occasional 
duds.  The  worst  of  these,  Tenet  Co., 
cost  Adler,  personally,  about  $80,000 
—and  helped  confirm  his  belief  in 
tight  controls.  He  describes  it:  "I  in- 
vested in  Tenet  in  early  1969.  They 
were  going  to  produce  a  mid-range, 
time-sharing  computer,  but  they 
started  spending  money  before  they 
had  the  product  ready.  I  came  back 
from  a  long  trip  to  Europe  and  found 
they  had  leased  themselves  an  indus- 


trial palace— the  halls  were  wider  than 
my  office.  Some  time  later,  the  com- 
pany went  bankrupt." 

Adler  has  not  lost  his  taste  for  the 
new-venture  game.  And,  unlike  most 
venture  capitalists  today,  he  still  be- 
lieves in  brand-new  high-technology 
ventures.  "Startups  don't  scare  me," 
he  says,  "I  start  companies  very 
cheap,  maybe  $40,000  to  $50,000  of 
my  own  money,  and  no  more  than 
two  in  a  year.  If  you  do  too  much, 
you  spread  yourself  too  thin." 

Adler  has  no  intention  of  spread- 
ing himself  too  thin.  He  turns  down 
most  of  the  50  to  100  proposals  he 
receives  each  year.  "I  read  at  least 
the  beginning  of  everything,"  he  says. 
"You  can  usually  tell  after  the  first 
few  pages  whether  they  have  any- 
thing unique  to  offer— and  whether 
they  have  any  idea  how  tough  it  is. 
If  they're  just  after  a  quick-buck— 
forget  it! 

"Some  of  the  things  I've  turned 
down  are  not  making  anything  special 
enough  to  catch  up  with  other  big- 
ger companies  doing  the  same  thing. 

"I  like  to  know  the  people.  Who- 
ever they  are,  they  should  be  lean 
and  hungry;  I  don't  like  reserved 
parking  spaces.  If  you  want  to  park 
near  the  plant,  come  in  early." 

Adler  already  has  far  more  money 
than  he  could  spend  easily,  even 
foolishly.  But  he  won't  stop  trying  to 
make  more.  As  he  says,  "The  money 
I  make  is  just  a  scorecard."  ■ 
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|. . .  I  don't  like  reserved  parking  spaces.  If  you  want 
to  park  near  the  plant,  come  in  early  " 


Faces  Behind  the  Figures 


Rancher's  Revenge 

For  years  Belton  Kleberg  Johnson, 
a  beefy  six-footer,  seemed  the  heir 
apparent  to  the  King  Ranch,  that  fa- 
bled spread  of  eattle  and  oil  on  mil- 
lions of  acres  of  owned,  leased  and 
shared  land  that  straddles  five  states 
and  five  continents.  The  patriarch, 
Robert   Kleberg,   was   getting  on  in 


Rancher  Johnson 


years,  and  Johnson  was  no  drugstore 
cowboy.  He  was  a  direct  descendant 
of  Richard  King,  the  riverboat  cap- 
tain who  founded  the  family  em- 
pire in  south  Texas.  Upon  the  death 
of  his  mother,  Sarah  Kleberg  John- 
son, Uncle  Bob  raised  and  tutored  hirr] 
in  the  King  Ranch  ways,  and  Johnson 
developed  a  breeder's  eye  for  cattle. 
He  roped  calves  and  broke  horses  at 
the  ranch  while  on  vacation  from 
Deerfield  Academy. 

Johnson  never  got  the  call.  When 
Uncle  Bob  died  in  1974,  he  left  John- 
son—literally— his  Sunday  boots.  A 
management  committee  and  family 
rivals  outvoted  Johnson's  12.5?  inter- 
est and  took  direction  of  the  ranch. 

With  a  vengeance,  Johnson  prompt- 
ly started  building  up  his  own  spread, 
which  he  had  begun  to  acquire  in 
1959.  He  now  has  100,000  acres  in 
Texas  and  California  and  he's  still 
"looking."  He  has  routed  the  mesquite 
brush,  planted  protein-rich  buffel 
grass,  dug  wells,  piped  water  under- 
ground. He  has  stocked  the  land  with 
purebred  bulls  and  commercial  cat- 
tle. His  husbandry  has  paid  off.  Where 
each  of  his  roving  inventory  of  13,000 
to  15,000  head  once  needed  15  acres 
to  graze,  it  now  needs  but  five.  John- 
son's bulls  are  winning  prizes  and  be- 
coming an  important  factor  in  the  na- 
tion's $17.5-billion  beef  industry. 

Johnson,  now  47,  runs  his  own  cat- 
tle operation  complete  from  breeding 
through  the  feedlots.  With  the  mar- 
ket for  pasture-fed  cows  and  calves 
currently  depressed,  Johnson  can  fat- 
ten his  own  animals  in  his  own  feed- 
lots  on  grain  he  grows  himself  and 
sell  the  older  animals  when  the  mar- 
ket improves.  He  also  grows  grain  for 
commercial  use  and  runs  a  consulting 
business,  Agriservices,  a  by-product  of 
idle  cocktail  party  questions.  Once 
free,  Johnson's  advice  now  costs  up 
to  $750  a  day. 

After  16  years  on  his  own,  how- 
much  is  Johnson's  ranch  effort  worth? 
Thoughtful  Texas-baron  estimators 
peg  his  ranch  holdings  and  Agriser- 
vices at  $30  million.  Last  month  he 
sold  back  his  shares  in  the  King  Ranch, 
giving  him  an  estimated  $50  million. 
How  will  he  invest  the  proceeds:1 
More  land,  maybe?— the  old  family 
motto  is,  "Buy  land  and  never  sell." 

"I  was  playing  with  one  hand  be- 
hind my  back  for  years  in  deference 
to  my  uncle,"  he  says.  Of  his  rela- 
tives who  deprived  him  of  his  prize, 
Belton  Johnson  adds:  "They  had  all- 
better  suit  up  now."  ■ 
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Every  so  often,  somebody  turns  our 
everyday  paper  into  a  treasured  possession. 


Every  day,  we  make  millions  of 
:s  of  plain  paper.  Most  of  it  is 
and  then  thrown  away.  But  it 
es  us  to  know  that  some  of  it 
around  for  years,  tucked  away  in 
•ts,  drawers  and  everywhere  else 
)eople  store  mementos  of  their 
ren's  earliest  accomplishments. 
Of  course,  we  didn't  get  our  fine 
ation  from  paper  like  this  alone, 


but  from  all  the  varieties  of  quality 
paper  made  by  our  Champion  Papers 
Division.  Paper  like  this  magazine  is 
printed  on.  Paper  on  which  art  is  repro 
duced.  Paper  on  which  labels  are 
printed.  Fine  paper  used  in  hundreds 
of  ways  every  day  to  serve  practically 
everyone  in  America. 

But  paper  isn't  all  we  make  for 
you,  because  we're  one  of  the  largest 


forest  products  companies  in  the 
world.  Almost  50,000  people  work  for 
us,  growing  trees  and  turning  them 
into  the  thousands  of  products  you 
need  in  your  everyday  living,  then 
growing  new  trees  to  replace  the  ones 
we  use.  So  even  if  you  don't  have 
some  of  our  paper,  it's  more  than 
likely  that  our  name  is  on  something 
in  your  house. 


Champion  International  Corporation 

Vrti  ■  nat  ti  \r\k  m r.fQ  than  trooe  trr\ m  nnr  fnraclc 


low  close  can  you  come 
to  eternity? 

Perhaps  when  you  look  into  the  heart  of  a  diamond,  you  can 
n  to  understand. 

Although  this  photograph  captures  one  beautiful  moment  of  this 
nond,  no  photograph  can  capture,  in  split  second  time,  the  true  nature 
;iis  elusive,  spontaneous  beauty.  Because  every  color  is  there.  Every- 
sre.  Never  seeming  to  be  in  the  same  place  twice.  Jumping  from  a 
fi  of  red,  to  a  glint  of  green,  a  glimmer  of  orange  and  yellow,  then  into 
|sh  of  blue.  Over  and  over  again.  With  an  intensity  and  a  "fire"  that 
by  dies. 

An  infinity  of  prisms  and  mirrors  with  no  beginning  and  no^end. 
iated  over  a  million  years  ago,  to  be  alive  a  million  years  from  now. 

Like  this  2.45  carat  diamond.  Very  large,  and  very  rare.  Valued  at 
Proximately  $18,000.*  With  no  equal,  because  no  two  diamonds 
ever  created  the  same.  It  reaches  out  as  only  a  diamond  can, 
ning  to  hold  back  the  sands  of  time. 


A  diamond  is  forever. 

*This  price  refers  to  this  specific  stone.  Other  stones  of  the  same  size  will  vary  in  value,  sometimes 
:h  higher  or  lower,  according  to  the  individual  characteristics  of  each  stone.  De  Beers  Consolidated  Mines,  Ltd. 


Faces  Behind  the  Figures 


Back  To  Basics 

For  17  years  a  proud,  authoritarian 
Donald  P.  Kirchcr  ran  the  Singer  Co. 
from  a  womb-like  office  in  Manhat- 
tan's Rockefeller  Plaza.  From  behind 
dark  green  walls  and  tightly  drawn 
drapes  he  issued  stern  commands  to 
conglomerate  divisions  he  had  never 
visited  and  sent  pink  slips  with  un- 
settling regularity  to  top-level  execu- 
tives  he  barely  knew.  Singer,  mean- 
time, slid  steadily  downhill,  finally  los- 
ing $10  million  in  1974. 

Today  that  same  office  is  manned 
by  48-year-old  Joseph  B.  Flavin,  a 
compact,  blue-eyed  bundle  of  energj 
who  replaced  the  ailing  Kircher  a 
year  ago  last  month.  Flavin,  the  for- 
mer No.  Three  man  at  Xerox  and  one- 
time controller  at  IBM  World  Trade 
Corp.,  has  thrown  open  the  drapes 
and  repainted  the  walls  a  sunshine 
yellow  .  And  while  he,  too,  has  been 
issuing  stern  orders  and  pink  slips,  he's 
starting  to  spread  a  little  sunshine  as 
well.  Singer,  which  netted  $50  mil- 
lion to  $55  million  in  1976  on  sales 
ol  ^2  billion,  is  making  a  comeback 
under  Joe  Flavin.  Its  stock,  at  9  early 
in  1976,  is  back  up  to  around  20. 

It  has  been  a  bloody  first  year,  as 
Flavin  w  arned  Singer's  directors  and 


bankers  it  would  be  before  he  took 
the  job.  "I  told  them  there  might  be 
some  dramatic  write-offs,"  he  says. 
"As  it  turned  out,  they  were  more  dra- 
matic than  I  thought." 

With  the  write-offs,  Singer  sank 
$452  million  into  the  red  for  1975. 
The  most  urgent  was  for  Kircher's  pet 
project,  the  loss-plagued,  point-of- 
sale  computer  business.  Flavin  sold  it 
early  in  1976.  Buyers  have  also  been 
found  for  seven  other  Singer  busi- 
nesses. Three  more  are  targeted  for 
future  disposal.  In  all.  Flavin  has 
amputated  $600  million  of  sales  vol- 
ume and  sliced  shareholders'  equity 
from  S770  million  to  $340  million. 

Singer  now  is  concentrated  mainly 
in  consumer  and  industrial  sewing  ma- 
chines, plus  some  other  consumer  and 
aerospace  products  which  Flavin 
feels  have  some  marketing  and  pro- 
duction relationships  to  each  other.  "I 
believe  in  being  a  diverse  company," 
says  he,  "but  not  a  financial  conglom- 
erate where  only  the  numbers  hang 
the  company  together." 

Flavin's  next  two  years  at  Singer 
will  not  be  as  dramatic  as  his  first. 
With  its  $430-million  debt  load  far 
exceeding  the  remaining  equity,  big 
new  growth  moves  are  out  of  the 
question.  Flavin  plans  to  spend  1977 


Flavin  of  Singer 

and  197S  w  hittling  down  the  debt  ai 
building  up  earnings,  mainly  throuf 
reduced  interest  charges.  "Then," 
says,  "we  will  be  ready  to  grow  t| 
company  more  aggressively  again." 

With  a  solid,  multibillion-dolll 
sales  base,  substantial  tax  credits  ai 
a  respectable  flow  of  earnings,  Flav 
definitely  has  something  to  work  wit) 
But  it  will  take  time  to  get  Singe 
balance  sheet  back  in  shape.  You  caij 
undo  a  decade  of  mismanagement 
a  single  year.  ■ 


Still  At  The  Helm 


Philips  of  Philips  Industries 


Jesse  Philips  recalls  a  September 
afternoon  in  1974  when  he  was  60 
and  nominal  chairman  of  Philips  In- 
dustries and  living  the  third  year  of 
his  semiretirement  to  the  hilt.  A  noted 
racing  yachtsman,  he  was  in  New- 
port for  the  America's  Cup  races  as  a 
cosponsor  of  one  of  the  U.S.  entries, 
the  Mariner,  and  relaxing  for  the  day 
aboard  Irenee  du  Pout's  yacht.  He 
was  a  respected  entrepreneur  who 
had  built  his  company  from  practical- 
ly nothing  to  $200  million  annually 
in  sales  of  windows,  doors,  water 
heaters  and  other  components  for  the 
homebuilding  and  mobile-home  in- 
dustries. Time  now  to  relax,  sitting  in 
the  summer  sun,  no  doubt  savoring 
his  w  inter  plans  for  skiing  in  the  Alps. 

When  he  got  back  to  shore,  a  phone 
call  from  Dayton  awaited.  The  banks 
were  canceling  the  company's  credit 
lines  and  calling  in  its  loans.  The 
money  wasn't  there  for  all  of  them. 
His  763,010  shares-165?  of  the  com- 
pany— weren't  going  to  be  worth 
much  any  more. 

When  he  got  off  the  next  flight 
home,  he  saw  that  short-term  bank 
debt  had  quadrupled  since  he  left,  to 
$24  million,  and  the  prime  rate  was 


up  to  12%.  Long-term  debt  had  nea« 
doubled,  to  $40  million.  The  housii 
market.  Philips'  mainstay,  was  in j 
state  of  collapse. 

So  much  for  Philips'  retirement.  Jj 
plunged  into  a  race  against  time  vvi 
his  18  creditor  banks  and  the  co| 
pany's  money-losing  operations, 
one  point,  an  obstreperous  lend 
brought  him,  he  figures,  within  fi 
minutes  of  Chapter  11.  "It  wasn't  t) 
banks'  fault,"  says  Philips  charitabj 
"They  were  all  overextended  thej 
selves  and  desperately  trying  to  g 
liquid." 

Annual  sales  fell  to  $163  million 
Philips  chopped  out  operations.  Los^ 
totaled  some  $13.8  million  in  a 
years,  but  the  company  is  getting  ba) 
on  the  track  now.  Sales  should 
S200  million  again  in  the  current  ye 
ending  in  March,  and  analysts  £ 
predicting  Philips  Industries  will  ea 
a  much-improved  $9  million,  preti 

Philips  is  handcrafting  a  new  ma 
agement  team  with  an  eye  to  insuril 
against  a  repeat  performance,  and  vt 
keep  a  close  eye  on  things  at  lea 
until  he's  65.  He  has  also  recem 
returned  from  that  long-delayed  i 
pine  vacation.  ■ 
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HERE  IS  A  WORD 

ICQUIRED  ITS 

IT  UECTEBIMMI 
II  TE3IEKVHT 

ARSIGHTED. 

)  addition  to  becoming  the  na- 
;  fifth  largest  chemical  company 
e  past  25  years,  Grace  is  also  a 
'ing  factor  in  natural  resources, 
the  emphasis  on  domestic, 
wo  reasons:  to  help  make  this 
in  less  susceptible  to  the 
ices  of  foreign  governments; 
:o  further  strengthen  the  corn- 
's asset  base. 

Dal.  Oil.  Natural  Gas.  Phosphate 
;.  Vermiculite.  We've  been 
iily  acquiring  them  and  con- 
Jtively  estimating  their  worth, 
txarmple,  in  our  1975  financial 
!iments,  Grace's  shareholder 
ty  is  carried  at  a  bit  over 
1 1  ion.  But  if  you  value  our 
sral  reserves  at  what  it  would 
to  acquire  them  today,  you 
d  add  over  $660  million  to  the 
pany's  total  net  worth.  This,  in 
would  take  our  reported  book 
3  per  share  from  $30.00  to  an 
sted  $49.00,  an  increase  of  62%. 
hese  assets  serve  as  a  solid 
dation  for  the  company's  future 
/th.  In  the  next  three  years, 
xpect  our  current  production  of 
nd  oil  equivalent  to  more  than 
Die  to  some  40,000  barrels  a 
In  this  same  period,  Grace's 


output  of  coal  (low  sulphur,  environ- 
mentally acceptable  coal)  will  triple 
—to  some  3  million  tons  a  year. 
And  our  phosphate  rock  reserves  - 
a  key  fertilizer  ingredient— will  last 
well  into  the  next  century. 

These  assets  are  just  part  of  a 
program  which,  in  the  past  two 
decades,  has  resulted  in  a  complete 
restructuring  of  our  businesses. 
Where  25  years  ago  Grace  was  a  Latin 
America  based  trading,  mining  and 
shipping  company,  today  it  is  the 
nation's  47th  largest  industrial 
company  doing  90%  of  its  business 
in  the  U.S.,  Canada  and  Europe. 

If  you  would  like  to  know  more 
about  Grace  and  its  hidden  assets, 
write  for  our  latest  financial  state- 
ment and  our  booklet,  "A  Manage- 
ment Perspective:'  W.  R.  Grace  &  Co. , 
Grace  Plaza,  1114  Avenue  of  the 
Americas,  New  York,  N  Y.  10036. 
Dept.  F-7. 


W  R  Grace  &  Co. 

GRACE 

Chemicals  •  Natural  Resources  •  Consumer  Products 


Faces  Behind  the  Figures 


"Don't  Say 
We're  Lucky" 

John  Reese  is  a  67-year-old  account- 
ant who  has  been  on  the  job  at  Hous- 
ton Lighting  &  Power  for  49  years. 
In  1974  he  postponed  retirement  and 
became  chairman  when  an  unexpect- 
ed death  disrupted  the  corporate  line 
of  succession. 

His  electric  company  is  a  regular 
live  wire.  "Our  former  chief  execu- 
tive was  close  to  the  oil  and  gas  busi- 
ness," says  Reese.  "We  used  to  burn 
gas  100%  in  our  generators,  so  back 
in  1973  we  got  into  a  joint  venture 
with  some  knowledgeable  outsiders  to 
get  a  few  good  offshore  leases." 

Now,  state  rules  require  the  utility 
to  use  more  coal  for  electric  power, 
but  its  80,000  underwater  acres  (pre- 
viously unexplored)  include  one  of 
the  biggest  gas  fields  in  Texas  waters. 


Corpus  Christi  drillers  call  it  "El  Gor- 
do," the  fat  one.  So  far,  HL&P  has 
115  billion  cubic  feet  of  net  proved 
reserves— with  wells  on  just  one-fifth 
of  its  acreage.  Reese  won't  make  pro- 
jections, but  Rotan  Mosle  gas  analyst 
John  Gillum  thinks  gas  will  provide 
$23  million  in  earnings— 15%  of  the 
corporate  total— by  next  year.  Reserves 
discovered  to  date  cost  20  cents  an 
mcf;  selling  price  is  $2. 

To  reflect  all  this,  stockholders  last 
month  approved  a  name  change.  A 
new  entity,  Houston  Industries,  owns 
HL&P  as  well  as  a  gas  production 
subsidiary. 

Isn't  Houston  Industries  lucky  to  be 
in  Texas  instead  of,  for  example,  in 
New  York  like  Consolidated  Edison? 
"Don't  say  we're  lucky,"  insists  Reese. 
"We  just  go  after  opportunities.  In 
business  you  make  your  own  breaks, 
just  like  in  football."  ■ 


Reese  of  Houston  Industries 


Going,  Going  .  .  . 

In  the  spring  of  1974,  a  desperate 
builder  of  some  Colorado  condomin- 
iums approached  Robert  Rouse  with 
a  proposition.  Would  he  try  auction- 
ing off  the  units?  As  the  son  in  Jack 
Rouse  &  Son,  Bob  was  well  known 
throughout  the  West  as  an  auctioneer 
of  industrial  real  estate,  construction 
equipment  and  the  like. 

But  Rouse  was  doubtful.  He  had 
always  sold  to  businessmen,  not  to 


the  general  public;  homebuyers  are 
an  unpredictable  sort  of  animal.  The 
recession  was  getting  scary.  "And 
they  were  very  ugly  condominiums." 
The  owner,  antsy,  guaranteed  Rouse 
$50,000  for  his  time  and  effort,  even 
if  none  of  the  condos  sold. 

"The  day  of  the  auction,"  Rouse 
recounts,  "3,500  people  showed  up. 
The  units  sold  out  immediately."  That 
launched  him  into  a  new  business  that 
now  takes  him,  practically  nonstop, 
all  across  the  country.  There  are  lit- 


Rouse  of  Jack  Rouse  &  Son 


erally  tens  of  thousands  of  unsoL 
condos  still  out  there,  left  over  frorj 
the  great  building  spree  of  the  earl 
Seventies.  They're  all  grist  for  his  mil 

For  10%  of  the  proceeds,  Rous 
and  nine  full-time  employees  overse 
a  cosmetic  fix-up,  paint-up  operatior 
staff  the  project  for  a  three-week  ir 
spection  period;  wage  an  ad  carr 
paign  aimed  at  the  larceny  in  buyer: 
hearts;  and  finally  conduct  the  one 
day  auction  itself  in  grand  old  med 
cine-show  style. 

Rouse  says  that,  on  average,  h 
sells  the  units  for  about  75%  of  the 
original  asking  price  (though  it  ha 
gone  as  low  as  50%  and  as  high  a 
100%).  "If  it'll  take  two  years  to  se 
out  a  project  the  regular  way,"  say 
Rouse,  "we  find  an  auction  make 
sense."  Reason:  The  carrying  charge, 
eat  the  seller  alive  if  he  has  to  hoi 
on  for  a  couple  of  years.  Rouse's  bus 
ness  is  booming.  "We've  auctione 
30  projects  from  Florida  to  Califoi 
nia,"  he  says  with  excitement.  "W 
expect  to  do  $30  million  in  1977, 
The  business  is  also  very  lucrativ< 
Much  of  Rouse's  overhead  in  th 
cqndo  business  is  absorbed  by  hi 
more  conventional  auction  and  rea 
estate  business.  So  Rouse  figures  tha| 
from  his  $2.5  million  in  sales  commii 
sions  last  year,  he  netted  more  thaj 
$2  million,  pretax. 

All   those   condominiums  were 
disaster  for  the  builders,  the  real 
tate  investment  trusts,  the  banks  th: 
backed  them.  But  it  always  was  thus 
One  man's  problem  is  another  man 
opportunity.  ■ 
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The  ultimate 
research  group'  'rates 
Outdoor  LHe#l 

Who  makes  up  the  ultimate  "research  group"?  Advertisers  and  readers. 
Syndicated  research  estimates  how  many  people  are  exposed  to  media  and  what  their 
demographics  are.  But  the  problem  is,  different  syndicated  studies  often  disagree. 

The  real  proof  of  a  magazine's  value  is  the  way  it  attracts  and  serves  its  readers.  And  gets 
results  for  advertisers. 

Readers  rate  Outdoor  Life  ^1.  For  28  consecutive  years  more  sportsmen  have  bought 
Outdoor  Life  on  the  newsstands  than  any  other  magazine  edited  for  outdoorsmen. 

Advertisers  rate  us  #1.  In  1976  they  placed  more  ad  pages  in  Outdoor  Life  than  in  any 
other  magazine  edited  for  fishermen  and  hunters. 

In  1977,  put  your  ad  dollars  to  work  in  America's  leading  outdoor  sportsmen's  magazine  - 
Outdoor  Life. 


£l  With  Advertisers 

Outdoor  Life  ran  1,131 
ad  pages  in  1976.  That's  97 
ore  pages  than  Field  &  Stream 
and  104  more  pages  than 
Sports  Afield. 


In  Direct 
iponse 
rertising 

latest  P.I.B. 
?s  (January 
ober)  show 
Dor  Life  with 
%  more  direct 
response  ad  pages 
an  Field  &  Stream 
d  61%  more  than 
orts  Afield. 


#  lWith  Readers 

Outdoor  Life's  active  sportsmen- 
readers  respond  to  the 
editorial  content.  Ask  Bob 

Haslanger,  Director, 
Vermejo  Park,  New 
Mexico  (March,  1976 
article). Or  Ed  Sorenson, 
Proprietor.Sorenson's 
\  Bait  Shop,  Antioch, 
\  Illinois  (June,  1976 
%   article  on  Loon  Lakes, 
\  Illinois).  Intense  edit- 
orial and  advertising 
readership  is  why  fishing 
camps  and  hunting  lodges 
placed  53%  more  ads  in 
Outdoor  Life  than  in 
Field  &  Stream  and  89% 
more  than  Sports  Afield. 

Further  proof  of  our 
superior  reader  response 
comes  from  the  Outdoors  - 
man's  Service  Bureau  page. 
To  date,  our  readers  have 
spent  over  $145,000  for 


more  than  1,350,000  items. 


Outdoor  Life 

#1.  Again. 

CIRCULATION  BASE  1,775,000 

Times  Mirror  Magazines,  Inc  .  380  Madison  Ave.,  New  York,  N.  Y.  10017 


HOSPITAL  INDUSTRY 
HEALTHY. 

and  careful  analysis  selects  RCA 


Hospital 


Corporation  of  America  stands  out  in  any  careful  analysis  of  toda^ 
health  care  industry  both  in  historic  results  and  prospects  for  tl 
future.  During  the  nine  years  of  its  history,  HCA  has  enjoye 
healthy  and  consistent  growth,  from  one  hospital  to  86  an 
to  total  assets  of  more  than  $600,000,000.  Revenues  ar| 
net  income  have  grown  at  compound  annual  rates 
approximately  30%  since  its  founding. 

HCA  is  providing  quality  health  ca 
in  areas  where  it  is  needed,  buildin 
managing,  and  improving  hospitals, 
bringing  private  capital  and  efficiei 
business  systems  into  the  fast-growi| 
health  care  field,  and  planning  for  tl 
future. 

We  invite  you  to  conduct  your  ov 
examination  Write  or  call  today  f 
the  latest  financial  data. 


Total  Assets  of  More  than  $J4  Billion 

86  Hospitals,  14,000  Beds,  28,000  Employees 

Cash  Dividend  Rate  Increased  Twice  During  1976 


HOSPITAL 
CORPORATION 
OF  AMERICA 


One  Park  Plaza 
Nashville,  Tennessee  3720? 
Phone  615/327-9551 
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The  Economy 


he  International  Buddy  System 


e  Western  World  economies  are  not  coming  apart  at 
seams,  despite  well-advertised  woes  of  Great  Britain, 
ly  and  France.  We  hate  to  say  it,  but  the  slowdowns 
>erienced  by  these  and  some  other  countries  are  a  kind  of 
ssing— to  the  U.S.,  that  is.  They  bring  assurance  that 
standard  forecasts  of  renewed  acceleration  of  inflation 
1  rising  interest  rates  this  year  will  again  be  as  wrong  as 
y  were  in  January  1976. 

Last  year  the  economists  who  work  for  the  Organiza- 
i  for  Economic  Cooperation  &  Development— the  24- 
mber  group  of  industrially  developed  countries— fore- 
t  57c  real  growth  for  the  second  half  of  last  year.  But 
57c  did  not  materialize.  It  was,  instead,  closer  to  47c. 
a  consequence,  worldwide  inflation,  in  the  economists' 
rds,  "is  now  expected,  in  the  absence  of  important  new 
emal  developments,  to  slow  down  slightly  rather  than 
:elerate"  in  1977. 

rheir  projections  show  that  for  all  OECD  countries, 
ation  should  slow  to  a  7M%  annual  rate  from  8)4%  in 
i  second  half  of  last  year  and  7M%  in  the  six  months 
ore  that. 

iVhen  they  turn  to  the  U.S.,  the  OECD  economists 
k  for  a  slight  pickup  in  inflation— from  57c  to  5%7c.  But 
this  (Forbes  suspects),  the  economists  may  have  failed 
take  into  account  the  effect  on  U.S.  inflation  of  the 
.vdown  in  a  European  pickup.  We  think  that  U.S.  infla- 
i  will  be  less  than  5/4%  this  year.  With  Europe  recover- 
but  slowly,  international  raw  materials— grains,  copper, 


steel,  chemicals,  even  petroleum— will  be  in  plentiful  supply 
and  there  will  be  scant  prospect  for  runaway  commodity 
prices,  as  happened  in  1974.  To  the  contrary,  most  com- 
modities will  remain  in  a  buyer's  market  and  the  pressure 
on  international  prices  will  be,  if  anything,  downward. 

The  recent  devaluation  of  certain  currencies  also  will 
be  counterinflationary.  British  goods  will  cost  less,  and  so 
will  French,  Canadian,  Australian,  Mexican.  These  de- 
valuations also  will  help  correct  some  of  the  international 
economic  imbalances  that  inevitably  lead  to  turmoil. 

In  short,  the  current  situation  is  notable  for  the  return 
to  asymmetrical  economic  trends.  For  a  while,  just  about 
every  country  experienced  a  boom  at  the  same  time  and 
then  all  tipped  over  into  recession  nearly  simultaneously. 
As  a  result,  the  ups  were  uppier  and  the  downs  were 
downier  than  otherwise  would  have  been  the  case.  The 
asymmetry  of  the  present  situation  will  actually  turn  out 
to  be,  overall,  a  stabilizing  factor. 

What  with  the  selective  devaluations  helping  exports 
of  the  weaker  economies  and  with  prosperous  Japan,  Ger- 
many and  the  U.S.  gobbling  up  imports  at  an  accelerating 
rate,  the  prosperous  nations  will  run  huge  balance-of- 
trade  deficits  this  year.  This  will  be  helpful  to  the  indus- 
trial world's  poor  cousins  like  the  Italians  and  the  British. 
A  kind  of  international  buddy  system. 

We  may  not  be  living  in  the  best  of  all  possible  worlds, 
but  we  are  certainly  living  in  a  remarkably  stable  one- 
considering  everything.  ■ 
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Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

1  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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Money  And  Investments 


The  Bond  &  Capital  Marke 


The  Oracle  Has  Spoken 


By  Ben  Weberman 


". . .  [But]  most  money  managers  missed  this  signal.' 


I  he  Federal  Reserve  Board  has 
just  given  what  I  regard  as  a  major 
signal  that  long-term  interest  rates  are 
going  to  continue  declining.  The  bull- 
ish implication  for  bond  prices  is 
obvious. 

In  my  last  column,  I  sounded  a 
slight  note  of  caution— recommending 
medium-  rather  than  long-term  bonds 
as  a  hedge  against  a  possibly  infla- 
tionary policy  by  the  new  Adminis- 
tration. With  this  latest  signal  from 
the  Fed,  however,  I  return  to  my  long- 
standing position  of  recommending 
long-term  bonds  for  purchase  now— 
both  for  locking  in  high  interest  rates 
and  for  prospective  c  apital  gains. 

An  Overlooked  Message 

What  was  this  signal  from  the  Fed? 
It  appeared  in  the  last  week  of  De- 
cember, and  few  money-market  pun- 
dits recognized  it.  It  was  a  subtle  sig- 
nal, but  for  the  careful  Fed-watcher, 
there  was  no  mistaking  its  impact. 

It  appeared  in  the  tightly  edited 
summary  of  the  Nov.  16  meeting  of 
the  Fed's  Open  Market  Committee. 
The  summary  read  as  follows: 

"It  was  observed  that  nominal  long- 
terrrt  interest  rates  were  still  high  by 
postwar  standards  and  that— the  rate 
of  inflation  notwithstanding— current 
levels  of  interest  rates  tended  to  dis- 
courage some  business  managers  from 
undertaking  or  enlarging  commitments 
to  make  capital  investments  and  con- 
sumers from  undertaking  commitments 
to  buy  houses. 

"Modest  downward  pressure  on 
short-term  interest  rates,  it  was  ar- 
gued, would  be  communicated  in 
some  degree  to  longer  term  rates,  as 
managers  of  the  portfolios  of  financial 
institutions  lengthened  the  average 
maturities  of  those  portfolios  in  an  ef- 


fort to  maintain  a  satisfactory  overall 
return." 

Stop  and  read  that  statement  again. 
It  is  dynamite  to  any  experienced  Fed- 
watcher.  For  it  is  rare  indeed  that 
Open  Market  Committee  reports  dis- 
cuss long-term  interest  rates  at  all; 
the  entire  emphasis  usually  is  on 
short-term  interest  rates.  When  I 
called  the  Fed  and  asked  when  the 
last  time  long-term  interest  rates  had 
been  discussed  in  the  minutes,  a 
spokesman  laughed  and  said:  "Oh, 
maybe  40  or  50  years  ago." 

In  my  view,  it  was  no  accident  that 
the  Fed  dropped  this  mention  into  its 
latest  Open  Market  Committee  report. 
It  was  a  subtle  signal  that  the  Fed 
is  dedicated  to  bringing  interest  rates 
down  further,  a  signal  that  it  will  not 
make  things  difficult  for  the  Carter 
Administration's  efforts  to  modestly 
stimulate  the  economy.  It  was  a  pull- 
ing back  of  the  curtains,  and  it  w  as 
done,  I  believe,  deliberately. 

Quite  clearly,  most  money-market 
managers  missed  this  signal.  As  1 
write,  the  prevailing  opinion  is  that 
the  picnic  is  over:  Long-term  interest 
rates  are  at  or  near  their  low  and  will 
be  climbing  again  as  the  economy 
picks  up  speed. 

Most  money  managers  misjudged 
the  bond  market  a  year  ago,  expect- 
ing higher  interest  rates  (when 
Forbes  was  predicting  lower,  much 
lower,  rates).  Many  of  them  missed 
buying  those  generous-yielding  Aa- 
rated  Household  Finance  9f  de- 
bentures due  in  2000. 

I  suggest  that  those  who  are  w  ait 
ing  for  a  reaction  before  committing 
money  to  the  bond  market  are  going 
to  wait  in  vain.  There  isn't  going  to 
be  any  reaction,  or  at  least  there  isn't 
going  to  be  a  worthwhile  one. 

There  are  still  good  values  around 
—meaning  by  "value"  both  good  return 
and  high  quality.  Avco  Financial  8% 
senior  subordinated  debentures  of 
1991  can  be  bought  to  yield  8.95?; 
these  Baa-rated  bonds  are  improving 


in  quality.  I  would  prefer  them  o\i 
the  similarly  rated  Commercial  Cre< 
8.8%s  of  1986,  which  yield  only  8.75? 

Avoid  at  this  time  highest  qual 
industrial  company  bonds  that  ; 
coming  to  market  priced  to  yield  bai 
ly  more  than  a  risk-free  U.S.  Treasu 
bond.  Why  put  your  money  into 
corporate  bond  generating  only  7.2 
income  when  a  Treasury  bond,  su 
as  the  7%s  of  2000,  pay  7.2%?  Sri 
portfolio  managers  do  this  to  just: 
their  position  and  salary,  but  it  mal 
little  sense. 

Set  Your  Targets 

In  a  market  that  is  advanci 
strongly  while  there  is  a  large  ov< 
hang  of  unsold  recent  issues,  the  b< 
buys  are  frequently  among  the  ok 
offerings.  Last  November's  Clevelaj 
Electric  Illuminating  Aa-rated  8%%  fij 
mortgage  bonds  due  in  2011  a| 
trading  to  yield  8%  are  much  mc| 
attractive  than  subsequent  offerinj 
carrying  yields  of  7.85%. 

Each  investor  must  decide  on  t 
maturity  and  the  degree  of  risk  tr) 
he  can  undertake.  Market  conditio 
prevailing  as  this  column  was  beij 
written  warranted  purchase  of  Tre 
suries  for  those  who  prefer  the  be 
quality.  In  the  excellent,  but  less-th 
top,  classification,  some  of  the  offi 
ings  of  November  and  early  Decej 
ber  are  most  appealing.  Moving  i 
ward  greater  risk  issues,  well-inform 
selection  is  vital.  If  you  can  find 
registered  representative  who  undi 
stands  that  not  all  Aaa-rated,  nor 
Baa-rated,  issues  are  similar  in  quj 
ity,  and  who  knows  which  are 
better  ones,  use  him  or  her.  Alas, 
all  brokerage  offices  have  some 
who    understands    the  fixed-incoi 
markets. 

At  the  risk  of  sounding  monotonoi 
I  repeat:  Long-term  interest  rales  o 
going  to  continue  their  downuM 
path.  The  oracle  has  spoken— howev 
obliquely— and  no  investor  should 
nore  his  message.  ■ 
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behind  your  Kidder,  Peabody  representative, 
there's  a  concentration  of  research 
unique  on  Wall  Street. 


That  can  be  very  important  to  you.  It  means 
each  of  our  analysts  can  concentrate  more  effort  and 
judgment  on  a  particular  industry  or  company  that 
he  follows.  As  a  result,  we  think  you  will  find  us  more 
penetrating,  more  usefully  selective,  more  painstak- 
ing in  our  interpretation.  And  highly  current. 

The  world  of  investment  research  has  many 
areas,  each  the  province  of  appropriate  specialists. 
You'll  find  them  at  Kidder,  Peabody  whether  the  input 
you  need  is  on  money  markets,  corporate  or  industry 
matters,  national  or  world  economics.  We'd  like  to 
demonstrate  how  our  professionals  work  to  your 
personal  advantage.  Write  or  visit  any  of  our  world- 
wide offices  for  our  latest  Investment  Strategy  report. 

Kidder,  Peabody  &  Co. 

Incorporated 

Why  not  invest  where  professionals  invest? 

Founded  1865  •  New  York  •  Boston  •  Philadelphia  •  Chicago  •  San  Francisco  •  Los  Angeles  •  Atlanta  •  Dallas 

Albany  •  Altoona  •  Amarillo  •  Baltimore  •  Buffalo  •  Carmel  •  Cleveland  •  Detroit  •  Fort  Lauderdale  •  Hagerstown  •  Houston 
Jacksonville  •  Lowell  •  Milwaukee  •  Minneapolis  •  Newark  •  Newport  Beach  •  Norfolk  •  Palo  Alto  •  Portland  •  Providence  •  Reading 
Sacramento  •  Salt  Lake  City  •  San  Diego  •  Seattle  •  Spokane  •  Springfield  •  Toledo  •  Washington  •  White  Plains  •  Wilkes-Barre 
London  •  Paris  •  Geneva  •  Hong  Kong  •  Johannesburg  •  Cairo  •  Tokyo 


If  chairmen  of  bil- 
lion-dollar corporations 
use  our  research,  why 
shouldn't  you? 
After  all,  there  is  one  rule  that 
applies  to  all  investors.  Before  you  act, 
you  want  the  best  information  you  can  get. 
Nobody  understands  this  better  than  Kidder, 
)ody.  That  is  why  our  Research  Department  ana- 
al  staff  has  enjoyed  so  phenomenal  a  growth, 
is  now  the  largest  of  any  Wall  Street  firm  except 
.Our  ratio  of  analysts  to  brokers  may  well  be  the 
est  concentration  among  world-wide  firms  in  our 
stry. 
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A  "Central  Value"  Market 


By  Lucien  O.  Hooper 


". . .  this  is  a  good  time  to  exercise  buying  restraint." 


W 


ith  the  DJI  hovering  around 
1000  again,  stocks  are  not  as  cheap 
as  they  were,  but  prices  are  still  too 
low  to  sell.  Ben  Graham  used  to  write 
about  something  he  called  "central 
value."  When  stocks  sold  at  central 
value  they  were  priced  just  about 
right.  Below  central  value  they  were 
too  cheap  and  a  buy.  Above  central 
value  they  were  too  high  and  a  sale. 
At  the  moment,  very  broadly  speaking, 
stocks  probably  are  at  central  value  or 
just  slightly  above  it. 

That  statement  is  sure  to  be  mis- 
interpreted by  some  readers.  Actual- 
ly, of  course,  some  stocks  are  too 
high,  and  some  still  are  too  low.  More- 
over, in  a  vigorous  bull  market,  every- 
thing eventually  sells  too  high,  just  as 
in  a  violent  bear  market  everything 
eventually  sells  too  low.  We  certainly 
have  not  reached  the  area  of  serious 
overvaluation,  and  the  chances  are 
that  there  are  some  additional  profits 
ahead  in  this  stock  market  cycle. 

What  I  am  trying  to  point  out  is 
that  this  is  a  good  time  to  exercise  in- 
creasing buying  restraint.  There  are 
more  bullish  ideas  now  than  when  the 
Dow  was  100  points  lower,  and  the 
ideas  are  easier  to  accept,  partly  be- 
cause so  many  of  them  seem  to  be 
making  good.  There  is  an  inclination 
to  believe  the  best  rather  than  to  fear 
the  worst.  It  follows  that  the  pru- 
dent person  should  gradually  develop 
more  and  more  sales  resistance.  Of 
course  it  was  psychologically  difficult 
to  buy  at  100  or  200  points  lower, 
just  when  it  should  have  been  easy. 
Now  it  gets  easier  and  easier  to  buy 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  &  McKinnon  Auchincloss 
Kohlmeyer  Inc. 


at  100  or  200  points  higher,  just  when 
it  should  be  a  little  more  difficult. 

Perhaps  you  should  have  done  75% 
of  your  buying  at  lower  levels  when 
the  risk  of  error  was  much  less.  Per- 
haps you  will  do  25%  of  your  buying 
now  when  the  risk  of  error  is  much 
higher.  Probably  you  should  think  of 
current  and  future  purchases  as  prob- 
ing for  shorter  term  profits,  just  as 
you  should  have  gone  after  long-term 
profits  when  prices  were  lower. 

Great  Expectations 

The  stock  market  looks  as  though  it 
will  have  a  lot  going  for  it  in  the 
weeks  ahead.  The  Carter  honeymoon, 
now  in  full  bloom,  makes  people  ac- 
cent the  positive.  Interest  rates  are 
still  dropping,  with  the  bond  market 
more  and  more  engaged  in  refinancing 
high-coupon  bonds  into  lower  cou- 
pons. Business  is  picking  up  after  a 
pause.  Some  even  suspect  that  the 
Arab  oil  cartel  is  cracking  up.  Gen- 
eral Motors  (76),  the  market's  bell- 
wether, has  sold  at  a  new  high.  There 
is  talk  of  a  higher  dividend  on  Ameri- 
can Telephone  (63),  the  most  widely 
held  stock.  A  few  analysts  are  begin- 
ning to  think  that  IBM  (273)  will  be 
split  3-for-2  or  5-for-4  sometime  this 
spring.  This  is  a  pretty  heady  diet  for 
common  stock  investors,  especially  if 
the  DJI  should  get  up  between  1050 
and  1100;  and  this  is  possible  perhaps 
even  in  the  first  quarter. 

I  have  never  been  able  to  be  a 
consistent  practitioner  of  the  annoy- 
ing art  of  contrary  opinion,  but  I  must 
admit  that  there  are  times  J  ad- 
mire it  and  wish  I  could  practice 
more  of  that  gospel.  For  example,  I 
would  like  to  point  out  that  the  one 
most  neglected  important  stock  mar- 
ket group  today  is  the  nonferrous  met- 
als shares.  Unless  copper,  lead  and 
zinc  are  to  become  obsolete  metals 
with  glass  replacing  copper  and  alum- 
inum as  the  conductor  of  electric  cur- 
rent, and  unless  the  copper-producing 
nations  of  Africa  soon  are  to  become 


tranquil  hosts  for  capitalism,  copper 
not  always  destined  to  be  as  cheap 
it  is  now  and  stocks  like  Kennecc 
Copper  (27),  Phelps  Dodge  (38)  an 
Asarco  (15)  will  not  always  be 
unpopular.  Of  course,  I  have  be4 
saying  this  for  a  long  time  to  i 
avail,  but  eventually  truth  will  preva 

Here  are  a  few  stocks  that  I  thii 
deserve  to  sell  considerably  higher 
this  market  cycle:  Ford  Motor  (5S 
because  it  probably  earned  over  $ 
a  share  last  year  and  should  ea 
more  this  year.  North  American  Ph 
ips  ( 35 ) ,  in  spite  of  the  large  advan 
in  it  since  earlier  mentioned,  becau 
this  quality  equity  ought  to  earn  b« 
ter  than  $5  a  share  this  year  and  p 
a   higher   dividend.    American  G 
(38),  which  is  earning  better  th 
$5  and  paying  out  $2.40.  Tyler  Coi 
(21),  because  profits  should  increi 
again  this  year  after  rising  to  $3, 
a  share  in  1976  from  $2.38  in  19' 
PPG  Industries  (56),  which  hopes 
earn   better   than   $8   this  year 
against  about  $7.70  in  1976.  Mel 
Corp.  (20),  which  still  looks  und^ 
valued,  with  earnings  of  as  much 
$4.25  a  share  possible  this  year. 

In  the  Jan.  1  issue  this  column  ii 
plied  that  the  main  Texasgulf  (2! 
property  is  in  Quebec.  This  is  n 
true.  The  main  Canadian  property 
in  Ontario.  A  Canadian  governmej 
sponsored  group,  however,  manag 
Texasgulf.  .  .  .  The  softness  in  Cod 
Cola  (77)  is  probably  due  largely 
sales  by  church  groups  who  feel  tl 
they  can  no  longer  own  the  stock  t 
cause  of  the  company's  interest 
Taylor  Wine.  For  people  who  do  t 
have  this  prejudice,  the  present  m 
be  a  good  time  to  accumulate  Coo 
Cola.  .  .  .  Most  of  the  international  c 
are  making  new  highs,  much  to  t 
surprise  of  the  people  who  long 
garded  them  as  speculations  rati 
than  investments.  Hold  on  to  your  : 
ternational  oils.  I  think  it  is  in  ore 
to  buy  Royal  Dutch  (52)  and  B 
ish  Petroleum  (14).  ■ 
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A  professionally  managed,  broadly  diversified 
portfolio  of  municipal  bonds. 


The  E>reyfus 
lax  Exempt 
Bond  Fund,Inc 

The  yield  on  your  investment  will  be  exempt  from  Federal  Income 
Tax.  See  what  tax-exempt  income  means  to  you  in  comparison  with 
taxable  income.  For  example: 


Taxable  I 
joint  Return 

ncome* 

Single  Return 

To  equal  a  tax  exempt  yield  of: 

5%            6%  7% 

a  taxable  investment  would  have  to  earn: 

$16  to  20,000 

6.94% 

8.33% 

9.72% 

$14  to  16,000 

7-25% 

8.70% 

10.14% 

S24  to  28,000 

Sl8  tO  20,000 

7.81% 

9.38% 

10.94% 

S36  to  40,000 

$26  to  32,000 

9.09% 

10.91% 

12.73% 

$64  to  76,000 

S38  to  44,000 

11. 11% 

13-33% 

15.56% 

$100  tO  120,000 

$50  to  60,000 

13.16% 

15-79% 

18.42% 

*Net  amount  subject  to  Federal  Income  tax  after  deductions  and  exemptions. 
There  can  he  no  guarantee  that  the  Fund  will  achieve  anv  particular  tax  exempt  vield 


Liquidity. 

The  Fund  stands  ready  to  redeem  your  shares 
at  net  asset  value,  published  daily. 

No  Sales  Charge. 

You  benefit  from  full  investment  of  all  your 
money.  No  charge  for  reinvestment  of  dividends 
-  no  charge  for  redemption. 

Continuous  Management. 

The  Fund  managers  work  full  time  to  improve 
portfolio  values  by  searching  out  promising  new 
bond  opportunities. 

Daily  Dividends. 

Your  dividends  are  declared  daily  and  com- 
pounded monthly  to  provide  more  tax  exempt 
income.  Or  if  you  prefer,  you  may  receive  them  in 
a  monthly  check. 

Diversification. 

Through  a  broadly  diversified  portfolio,  the 
Fund  reduces  the  risk  which  comes  from  invest- 
ing in  just  one  or  two  bonds. 

Simplicity. 

No  coupons  to  clip,  certificates  to  safeguard,  or 
records  to  keep.  Quarterly  and  annual  statements 
provided  for  your  files. 

Low  Initial  Investment. 

You  may  start  with  82,500,  make  additional 
investments  as  little  as  S100  at  a  time. 


How  to  telephone  for 
more  information. 

If  you  would  like  a  prospectus  and  explanatory 
folder,  call  toll  free  (any  hour  of  the  day  or 
night):  80O-325-64OO. 
Individuals  with  specific  questions  call  toll  free 
during  business  hours: 

80O-223-5525. 
(In  New  York  State  call  collect): 
  212-935-5700. 


600  Madison  Ave.,  N.Y.,  N.Y.  10022 


Name. 


Address. 
City  


State_ 


_Zip_ 


For  more  complete  information  includ- 
ing charges  and  expenses,  obtain  a  pro- 
spectus by  sending  this  coupon.  Read  it 
carefully  before  you  invest  or  send 
money.  047T102 
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Under  New  Management 

By  Heinz  H.  Biel 

"As  the  economy  progresses  from  recession  to  recovery  to 
prosperity  to  boom,  the  price/earnings  ratio  should  decline 
Peak  earnings  have  to  be  appraised  conservatively." 


I  lie  interregnum  is  just  about  over, 
and  within  a  few  days  the  country 
will  be  under  new  management.  As 
was  the  case  16  years  ago  when  Jack 
Kennedy  nosed  out  Richard  Nixon, 
the  financial  community's  initial  hos 
tility  gave  way  to  a  "let's  make  the 
best  of  it"  attitude,  and  the  stock  mar- 
ket recovered  quickly  from  the  shock 
of  a  Democratic  election  victory. 

A  new  Administration  is  faced  with 
all  the  sins  and  problems  of  the  past, 
and  there  is  no  easy  way  to  ditch 
them.  Furthermore,  although  all-pow- 
erful in  theory,  the  new  President  will 
soon  bump  into  the  narrow  limits  of 
his  power.  To  translate  campaign 
promises  into  reality  is  always  difficult. 
It  will  be  even  more  difficult  for  Car- 
ter, who  in  the  past  has  pointedly  dis- 
associated himself  from  Washington 
and  who  doesn't  know  his  way  around 
Capitol  Hill  or  the  nation's  sprawling 
bureaucracy. 

Fortunately,  the  long  pause  that 
had  slowed  down  the  pace  of  our 
economic  recovery  to  a  crawl  is  com- 
ing to  an  end.  More  recent  statistics, 
particularly  the  index  of  the  leading 
indicators,  look  encouraging.  This 
should  lessen  the  pressure  on  the  new 
Administration  to  stimulate  the  econ- 
omy by  doing  something  drastic 
(and  expensive),  which  in  all  prob- 
ability will  not  be  needed  and  which 
is  apt  to  do  more  harm  than  good  in 
the  long  run. 

Still  A  Bull  Market 

Wall  Street  ended  the  old  year  in 
high  spirits,  with  hundreds  of  stocks 
at  their  1976  highs  and  with  the  Dow 
industrials  and  the  S&P's  "500"  close  to 
theirs.  It  was  all  solid-investment  buy- 
ing, with  nary  a  sign  of  excessive 
speculation. 


Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 
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Although  the  price  of  the  average 
stock  is  about  20%  higher  than  it  was 
a  year  ago,  the  current  price/ earn- 
ings ratio  is  actually  lower  because 
earnings  per  share  have  more  than 
kept  pace  with  the  price  advance  of 
stocks.  That  is  a  comforting  thought, 
but  it  should  not  lull  us  into  a  false 
sense  of  security.  As  the  economy  pro- 
gresses from  recession  to  recovery  to 
prosperity  to  boom,  the  price/earn- 
ings ratio  should  decline.  Peak  earn- 
ings have  to  be  appraised  conserva- 
tively. That  is  where  so  many  insti- 
tutions made  costly  mistakes  some 
four  to  five  years  ago  when  they  ac- 
corded insanely  high  multiples  to  their 
favored  growth  stocks. 

No  Longer  Cheap 

The  market  has  benefited  from  the 
decline  in  interest  rates,  especially 
short-term  money  rates.  The  money 
funds,  like  Dreyfus  Liquid  Assets,  Re- 
serve Fund  and  others,  which  used  to 
be  such  comfortable  and  rewarding 
places  to  park  one's  idle  cash,  now 
pay  less  than  5%.  At  that  point  stock 
investments  become  quite  enticing.  I 
doubt  that  this  is  going  to  last  much 
longer.  If  and  when  the  economic  re- 
covery once  again  gathers  momentum, 
the  present  slack  demand  for  credit 
will  increase  and  rates  will  become 
firm.  The  banks'  prime  lending  rate, 
presently  6%,  may  possibly  decline  an- 
other notch  or  two,  but  it  will  be 
nothing  like  the  1Y*%  drop  during  1976. 
1  also  believe  that  long-term  interest 
rates  will  not  go  down  much  longer  or 
much  further.  I  don't  know  when  the 
turn  will  come.  It  could  be  in  the 
next  two  or  three  months.  I'll  look  at 
Ben  Webennan's  column  for  guidance. 

The  bull  market,  now  in  its  third 
year,  may  still  be  in  its  prime.  How- 
ever, when  I  look  at  the  stocks  I  used 
to  like,  I  find  that  they  are  no  longer 
as  "cheap"  as  they  were  a  year  ago, 
and  especially  two  years  ago.  Keep 


in  mind  the  rule  that  P/E  ratj 
should  go  down  as  earnings  go  rj 
you  will,  or  should,  become  progn| 
sively  more  modest  in  your  capit 
gain  expectations. 

And  there  is  another  thing.  Tl 
year  the  long-term  holding  perij 
was  lengthened  to  nine  months.  JJ 
day's  stock  buyer  has  to  be  prepar 
to  take  a  short-term  capital  gain,  u 
less  he  wants  to  see  his  profit  chan| 
into  a  long-term  loss. 

Most  of  the  stocks  I  have  me 
tioned  in  this  column  have  done 
well  or  better  than  the  averages,  I 
occasional  disappointments  are  ine 
table.  Among  them  are  Heublein  (4 
and  Ingersoll-Rand  (74),  two  hig 
quality  investment  stocks  that  see 
undervalued  at  present  prices. 

Doing  Well 

I  continue  to  favor  Gould  (30)  a 
Emhart  (35)  and  would  buy  the) 
on  any  setback.  Controversial  Co 
nial  Penn  Group  ( 29 ) ,  which  I  d 
cussed  at  some  length  in  my  June 
column,  is  continuing  its  excellent  a 
steady  earnings  progression  and 
mains  attractive. 

If  you  like  aggressive  manageme 
and  solid  growth  and  don't  mind  t 
measly  dividend  yield,  put  some  mc 
ey  into  Philip  Morris  (58)  and  Kres\ 
(38).  IBM  (273),  which  has  becor, 
the  subject  of  split  rumors,  is  still  e 
erybody's  favorite.  Unless  you  oh\\ 
to  competing  with  yourself  as  an  IB 
shareholder,  give  some  considerati 
to  Xerox  (58).  That  stock  is  selling 
an  unusually  low  (for  Xerox)  multii 
of  its  earnings,  which  once  again  i 
at  a  record  high.  Rather  than  bl 
GM  or  Ford  at  present  levels,  whi 
are  beginning  to  discount  quite  ac 
quately  the  generous  1977  earnir 
projections,  take  a  look  at  Arvin  ( 1" 
It  has  straightened  out  its  problen 
(  le  aned  up  its  balance  sheet  and 
earning  lush  profits.  ■ 
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sport  from  Number  One  Wall  Street 


•rt  M.  Grosse,  Executive  Vice  President 
rter  Credit  Corp.,  David  H.  Tracy,  Executive 
President,  Charter  hlew  York  Leasing  Corp. 

Charting  corporate 

OWth.  The  Irving 's  affiliates 
irter  Leasing  and  Charter  Credit 
porations  were  founded  especially  to 
•  smaller  and  medium-sized  compa- 
alternative  sources  of  funding  in  the 

0.  000  to  $10,000,000  range. 

"All  across  the  country,  there  are 

1,  well-managed  growing  companies 
cing  for  the  funds  they  need  to  keep 
growing,"  says  Dave  Tracy,  Charter 
sing's  general  manager,  "and  our  busi- 
;  is  financing  corporate  growth. 

"Leasing  is  an  alternative  that  lets  a 
lpany  rent  the  fixed  assets  it  needs, 
structuring  a  lease  to  a  company's 
:ific  needs  and  at  the  lowest  possible 
:  takes  skill  and  experience.  We've 
both  and  can  arrange  leases  for  just 
ut  any  fixed  asset  for  any  type  of 
ipany  in  the  transportation,  manufac- 
ng  and  energy  areas,"  says  Dave. 

"In  Charter  Credit,"  says  general 
lager  Bob  Grosse,  "we  give  compa- 
■  the  alternative  of  arranging  a 
ired  loan  based  on  assets.  Our 
roach  is  flexible,  innovative  and 
"ed  for  fast  answers. 

"Recently,  for  example,  in  ten 
king  days  from  an  initial  call,  we  pro- 
:d  a  final  commitment  on  a  $5.9 
ion  spinoff  purchase.  In  another 
mple,  an  existing  customer  was 
.ergoing  considerable  growth  in  sales 

profitability.  Charter  Credit  pro- 
id  the  working  capital  for  this 


growth  through  an  increase  in  line  from 
$1.2  million  to  $2.7  million,"  says  Bob. 

Charter  Credit  and  Charter  Leas- 
ing—two more  good  reasons  to  call 
on  the  bank  that  goes  out  of  its  way  to 
provide  corporate  banking  services 
for  corporations,  large  or  small. 


Suzanne  Zorgo,  Federal  Funds  Broker 
Bond  and  Money  Martat  Division 

Wednesdays  are 

ChaotiCc  Every  day,  Suzanne 
Zorgo  brokers  hundreds  of  millions  in 
overnight  Federal  Funds.  It's  a  demand- 
ing job  that  requires  a  headset  instead  of 
a  regular  telephone.  But  no  day  is  ever  as 
busy  as  Wednesday— settlement  day. 

From  all  over  the  country,  money 
desks  call  her  to  buy  or  sell,  or  just  to  get 
a  feel  of  the  market.  "It's  a  demanding 
and  sensitive  job,"  says  Suzanne,  "because 
you're  constantly  talking  to  professionals 
who  know  how  to  make  their  banks 
money  work.  You  have  to  build  and  gain 
their  confidence  by  the  way  you  conduct 
the  market." 

And  Suzanne  does.  Her  desk, 
which  is  part  of  the  Irving 's  Bond  and 
Money  Market  Division,  makes  the 
Irving  the  only  bank  in  the  U.S.  that 
brokers  Federal  Funds.  Which  keeps  Ms. 
Zorgo  on  the  telephone  for  most  of  the 
day.  Particularly  on  Wednesdays. 


T.  Carter  Hagaman,  Vice  President 
Corporate  Financial  Counseling  Department 

A  profitable  dialogue. 

T  Carter  Hagaman  heads  the  Irving 's 
Corporate  Financial  Counseling 
Department.  With  1 5  full-time  profes- 
sionals, the  department  is  aptly  named. 
"We  work  closely  with  clients  on  a  con- 
tinuing individual  and  confidential  basis. 
We're  here  to  advise.  To  assist.  To  offer 
informed  objectivity,"  says  Hagaman. 

The  Irving 's  counseling  covers  two 
major  areas: 

First,  there's  finance— the  aggrega- 
tion of  corporate  capital  at  reasonable 
rates.  For  one  client,  the  dialogue  may 
concern  the  advantages  and  drawbacks 
of  equity.  For  another,  the  various  alter- 
natives in  a  debt  financing.  For  still 
another,  a  review  of  dividend  policy. 

Second,  there's  capital  manage- 
ment—the use  of  capital  as  a  resource. 
Here,  we  help  clients  answer  such  ques- 
tions as:  Can  ROI  performance  stan- 
dards work  in  my  company?  How  can  we 
best  allocate  limited  investment  capital? 
Should  each  division  have  the  same  goal 
in  return  on  investments? 

More  and  more  companies  have 
come  to  realize  that  a  dialogue  with  our 
Corporate  Financial  specialists  is  a  profit- 
able one.  How  can  you  start  talking  with 
the  people  who  talk  your  language? 

Hagaman  answers:  "We  look  at  a 
relationship  with  the  Irving  as  a  prepaid 
retainer  to  call  on  our  services  and  that's 
unique.  For  financial  dialogue,  call  us." 


Irving  Trust  Company.  Unique.  Worldwide. 

A  CHARTER  NEW  YORK  BANK  -  - 


aber  FD I C 


we're  equipping  so 
to  cross  the  Pacific 


We're  equipping  them  with  right-hand  drive.  Because 
one  of  our  companies,  Motor  Coach  Industries,  Ltd., 
is  constructing  and  shipping  our  Crusader"''  Buses  to 
Australia,  where  people  drive  on  the  other  side  of  the 
road.  It's  part  of  a  program  in  which  we  customize  both 
new  and  used  buses  to  fit  the  local  requirements  of  other 
countries.  These  countries  purchase  our  buses  through 
an  organization  of  international  sales  specialists. 

Of  course,  along  with  our  buses,  we  also  offer  our 
expertise.  In  fact,  we  act  as  a  consultant  in  the  establish- 
ment or  redesign  of  entire  intercity  transportation 
systems.  By  drawing  on  our  own  experience  and  success 
in  such  areas  as  operations,  safety,  drivertraining, 
terminal  design,  equipment  and  maintenance,  we  enable 
our  international  customers  to  get  the  best  possible 
utilization  of  our  buses. 

Transportation— one  of  the  many  ways  we're  meeting 
people's  needs. 


F our  buses 


KEY  SUBSIDIARIES 

OFTHE  GREYHOUND  CORPORATION 

Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 
Coaches 

American  Sightseeing  Tours  of  Miami 

Atlanta  Airport  Transportation 

Brewster  Transport 

California  Parlor  Car  Tours 

Carey  Transportation 

Gray  Line  of  New  York 

Gray  Line  of  San  Francisco 

Greyhound  Airport  Services 

Greyhound  World  Tours 

Loyal  Travel  Service 

Motor  Coach  Industries 

New  Mexico  Transportation 

Red  Top  Sedan  Service 

Royal  Hawaiian  Transportation 

Transportation  Manufacturing 

Corporation 
Universal  Coach  Parts 
Vermont  Transit 
Walters  Transit 

LEASING— FINANCING— COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Computer  Corporation 

CONSUMER  PRODUCTS 
AND  PHARMACEUTICALS 
Armour-Dial 
Armour  International 
Armour  Pharmaceutical 
Malina  Company 

FOOD 

Armour  Food  Company 

FOOD  SERVICE 

Faber  Enterprises 

Greyhound  Food  Management 

Post  Houses 

Prophet  Foods 

Restaura 

SERVICES 

Aircraft  Service  International 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
Greyhound  Exposition  Services 
Greyhound  Rent-a-Car 
Greyhound  Support  Services 
Greyhound  Temporary  Personnel 
Nassau  Air  Dispatch 
Pine  Top  Insurance 
Research  Information  Center 
Travelers  Express 


THE  GREYHOUND  CORPORATE 

Serving  people's  needs  in  a  hundred  basic  ways. 


Harris  MICROPLEX*  Energy  Management  System 


Power 
to  the 
People. 

Demand  for 
electrical 
energy  plus 
escalating  fuel  costs  have  put  utilities  in 
a  real  bind.  Harris  is  easing  the  pressure 
with  fuel-saving  computerized  energy 
management  systems  that  help  generate 
and  distribute  power  more  economically. 
Write:  Harris  Corporation, 
55  Public  Square,  Cleveland,  Ohio  44113 


COMMUNICATIONS  AND 
INFORMATION  HANDLING 


DneyAnd  Investments 


Commodities 
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Say,  Boy,  Any 
Cocoa  In  There?" 

By  Stanley  W.  Angrist 

". . .  you  would  be  wise  to  enjoy  your  next  bit 
of  cocoa  ...  in  a  mug  in  front  of  a  roaring  fire/ 


visualized  Marvin,  in 
inimitable  way,  going  up  to  a 
tnaian  outside  a  warehouse,  ask- 
'Say,  boy,  any  cocoa  in  there?' 
the   Ghanaian   saying,  'Nosuh, 
no  cocoa  in  deah.'  And  then,  as 
rvin   trudges   off,   the  Ghanaian, 
)  had  been  to  the  London  School 
economics,  goes  back  in  the  ware- 
se,  chock-full  of  cocoa,  puts  his 
ile  Row  suit  back  on,  gets  on  the 
ne  to  the  next  warehouse,  and  says 
risp  British  tones,  'Marvin  head- 
north  by  northwest.'  .  .  ." 
hat  is  how  "Adam  Smith"  in  the 
ney  Game  described  what  prob- 
/  happened  to  Marvin,  the  cocoa 
finder,    dispatched   by  Smith's 
iness  partner,  "The  Great  Win- 
1,"  to  determine  if  there  really  was 
shortage  of  cocoa  in  Ghana.  (The 
pter  on  cocoa  trading  is  probably 
of  the  funniest  bits  ever  written 
ut  commodity  trading.) 
he  game  as  played  by  cocoa  trad- 
today  has  not  changed  any  since 
author  satirized  the  risks  of  try- 
to   array   yourself   either  with, 
inst  or  in  between  Hersheys,  Nes- 
or  M&M.  But  no  one  can  deny 
cocoa  in  1976  put  on  one  of  the 
t  spectacular  commodity  perfor- 
lces.  In  January  1976  cocoa  fu- 
s  traded  at  about  65  cents  per 
nd;  by  mid-November  they  sur- 
ged  the    magic  $1.50-per-pound 
1.  Each  penny  is  woith  $300  for 
30,000-pound  cocoa  contract.  So 
rise  in   price   amounted   to  a 
$25,500  profit  to  a  long  position 
a  current  margin  of  $3,000.  That 
■  beats  5M%  from  the  bank.  (Of 
rse,  if  you  had  been  short  cocoa 

ley  W.  Angrist  is  a  professor  at  Car- 
e-Mellon University  and  has  written 
>ok  on  commodities. 


at  65  cents  and  stayed  with  your 
position  by  supplying  additional  mar- 
gin, you  would  have  been  out  that 
same  amount.  That  most  certainly 
would  not  beat  554%  from  the  bank. ) 

If  it  is  so  easy  to  achieve  a  return 
of  850%,  why  doesn't  everybody  trade 
cocoa?  And  if  they  wanted  to  start 
now,  what  position  should  they  take? 
The  answer  to  the  first  question  is 
easy.  The  answer  to  the  second  is,  to 
put  it  mildly,  uncertain. 

Is  $1.50  Cocoa  For  Real? 

Cocoa  is  one  of  the  most  difficult  of 
all  the  commodities  to  trade.  The  in- 
formation and  misinformation  avail- 
able about  warehouse  supplies,  prog- 
ress of  the  crop,  rain  in  Ghana  (the 
main  producer  of  cocoa),  the  capsid 
fly,  black  pod  disease,  political  un- 
rest and  God  only  knows  what  else 
are  enough  to  turn  the  most  confirmed 
cocoa  fundamentalist  into  a  technical 
trader  in  soybeans.  In  cocoa  there  is 
nothing  comparable  to  the  unbiased 
U.S.  Department  of  Agriculture  grain 
and  livestock  reports  that  are  based 
on  fairly  accurate  and  complete  in- 
formation. (The  Foreign  Agricultural 
Service  of  the  USDA  does  put  out 
periodic  reports  on  the  crop,  but  they 
cannot  be  compared  to  the  U.S.  crop 
reports.)  Cocoa  trading  based  on  fun- 
damentals is  thus  fraught  with  peril. 

Surely  present  cocoa  prices  were 
not  driven  to  $1.50  on  rumors  of  black 
pod  disease  or  the  capsid  fly?  No, 
they  got  there  because  crop  prospects 
for  the  1976-77  season,  which  be- 
gan on  Oct.  1,  appear  to  be  quite 
tight.  Ghana  government  purchases 
have  lagged  20%,  or  nearly  55,000 
long  tons,  under  levels  of  a  year  ago. 
(The  data  on  the  cocoa  crop  must 
be  viewed  with  somewhat  of  a  jaun- 
diced eye.  In  Ghana  and  Nigeria, 
government  marketing  boards  pur- 
chase all  cocoa  beans  from  producers 
at  fixed  prices.  The  boards  then  re- 


lease data  about  how  much  cocoa 
they  have  purchased  in  the  previous 
week.  Cocoa  makes  a  major  contribu- 
tion to  the  economies  of  these  two 
countries,  and  the  weekly  purchase 
reports  can  have  a  big  impact  on 
bean  prices  in  world  markets,  espe- 
cially in  a  year  when  supplies  are 
tight.  The  temptation  to  massage  the 
numbers  could  be  overpowering. ) 

The  unusually  high  prices  now  pre- 
vailing will  no  doubt  act  to  ration  de- 
mand. Cocoa  imports  into  the  U.S. 
during  November  declined  38%  from 
the  same  month  a  year  ago.  Although 
cumulative  figures  for  1976  continue 
to  run  ahead  of  1975,  the  drop  in 
cocoa  bean  imports  suggests  that 
U.S.  fourth-quarter  grindings  may  not 
be  as  high  as  earlier  expectations. 
This  should  act  as  a  damper  on  any 
further  increase  in  cocoa  prices. 

Is  the  cocoa  bull  dead?  No,  but  I 
think  he  is  very  sick.  And  yet  I  would 
not  want  to  be  holding  naked— that  is, 
unhedged— short  positions  in  cocoa.  A 
more  conservative  play  would  be  to 
set  up  a  bear  spread,  such  as  long 
September  and  short  May  cocoa  with 
the  spread  in  the  neighborhood  of  a 
1,000  points  premium  May.  If  the 
spread  were  to  widen  to  1,200  points 
—bail  out!  Cocoa  spreads  are  only 
slightly  less  volatile  than  naked  posi- 
tions. If  you  are  stopped  out  of  this 
cocoa  spread,  you  would  be  wise  to 
enjoy  your  next  bit  of  cocoa  in  the 
more  traditional  way— in  a  mug  in 
front  of  a  roaring  fire. 

More  On  London  Options 

As  it  happens,  not  all  of  the  wire 
houses  mentioned  in  the  Jan.  1  issue 
as  sellers  of  London  commodity  op- 
tions are  actually  offering  options  at 
this  time.  However,  Shearson  Hayden 
Stone  is  in  the  business  if  you  really 
want  to  trade  such  options.  ■ 
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Numbers  Game 


Are  They  Earning  It 
Or  Aren't  They? 

The  natural  gas  producers  are  confused,  naturally, 
on  how  to  book  their  "new"  gas  revenues. 


I  Hi:  American  people,  with  the  su- 
perb nonlogic  that  all  too  often  pre- 
vails in  a  democracy,  seem  to  feel 
that  all  the)  need  to  keep  oil  prices 
down  is  to  clobber  the  oil  companies. 
It  won't  work,  of  course,  and  even- 
tually people  will  wake  up.  In  the 
meantime,  however,  pity  the  oil  com- 
panies. They  an'  not  simply  wrapped 
in  red  tape;  thej  are  embalmed  in  it. 
As  a  consequence,  a  great  deal  of  con- 
fusion reigns. 

Take  the  recent  decision  by  the 
f  ederal  Power  Commission  that  per- 
mitted companies  to  raise  the  price  of 
"new''  interstate  natural  gas.  It  was  a 
sensible,  inevitable  step,  but  a  horde 
ol  angry  congressmen  and  consume] 
groups  have  hauled  the  FPC  into 
court  to  contest  the  price  hikes.  As  a 
result,  the  oil  companies  are  in  a 
quandary:  Should  they  book  the  in- 
i  leased  revenues  they  are  now  col- 
lecting? Alter  all,  the  monies  arc  sub- 
let t  to  refund  it  the  court  rules 
against  the  FPC. 

So,  what  have  the  companies  de- 
cided? Well,  "it  varied  all  over  the  lot 
and  contributed  to  a  crazy  pattern  of 
third-quarter  earnings,'  says  William 
L.  Randol,  F.  Eberstadt  &  Co.'s  oil 
analyst.  Randol's  third-quarter  projec- 
tions for  the  major  companies  were 
coming  in  right  on  target  until  Shell 
Oil  weighed  in  at  $2.36  a  share,  34 
cents— or  17?— higher  than  Randol  had 
expected.  The  reason:  Shell  booked 
the  higher  gas  revenues,  the  others 
didn't.  Most  of  the  variation  occurred 
among  smaller  companies,  for  whom 
the  price  change  often  made  a  sizable 
difference.  _ 

The  fourth  quarter  promises  to  be 
even  more  confusing,  and  the  court 
case  shows  no  signs  of  being  resolved 
soon.  At  stake  is  about  $1.5  billion  a 
year  in  pretax  profits. 

Here's  how  the  mess  occurred:  On 
July  27,  the  FPC  announced  in  Rul- 
ing 770  that  it  was  raising  the  ceiling 
on  regulated  (interstate)  gas,  but 
with  a  "vintaging"  system  like  that 
used  for  domestic  crude  oil  prices. 
The  price  companies  could  charge  for 


new"  gas— drilled  alter  Jan.  I,  1975 
—was  raised  from  52  cents  per  thou- 
sand cubic  feet  to  $1.42.  Cas  drilled 
between  Jan.  1,  1973  and  Dec.  31, 
1974  was  raised  to  $1.01.  The  idea 
was  to  give  the  producers  both  the 
money  and  the  incentive  to  work 
harder  at  finding  new  supplies. 

Predictably,  consumerists,  led  by 
the  Consumer  Federation  of  America 
and  Representative  John  Moss  of  Cal- 
ifornia, stormed  into  court  to  block  the 
increase  and  also  demanded  a  rehear- 
ing by  the  Commission.  The  District 
of  Columbia  Court  of  Appeals  allowed 
the  companies  to  go  ahead  and 
start  collecting  the  higher  prices— pro- 
vided they  would  agree  to  refund  the 
money   it    the   FPC   lost   the  case. 

Back  To  The  Drawing  Board 

The  FPC  went  back  into  a  huddle 
and  came  out  with  a  revised  ruling 
dubbed  770-A.  It  upheld  the  $1.42 
price  for  "newest"  (post-Jan.  1,  1975) 
gas,  but  lowered  the  price  for  the 
merely  "new"  (1973-74)  gas  from 
$1.01  to  93  cents,  on  the  grounds 
that  it  had  miscalculated  a  few  items. 

The  new  ruling  also  changed  the 
vintaging  qualifications,  but  never 
mind  that.  The  important  thing  is,  the 
consumerists  were  hardly  satisfied. 
They  are  still  challenging  the  riding, 
calling  the  FPC's  prices  "totally  un- 
justified." The  case  nun  go  all  the 
way  to  the  U.S.  Supreme  Court,  and 
could  take  a  year  or  more  to  resolve. 

In  the  third  quarter,  meanwhile, 
at  least  three  companies  other  than 
Shell  Oil  booked  the  revenues— Union 
Oil  of  California,  Mesa  Petroleum  and 
Pennzoil.  For  Mesa,  the  higher  prices 
contributed  9  cents  to  earnings  of  52 
cents  a  share.  In  Pennzoil's  case,  the 
impact  was  even  greater.  Its  44?- 
owned  Pennzoil  Offshore  Gas  Opera- 
tors (POGO)  earned  $11.7  million,  or 
27  cents  per  share,  in  the  third  quar- 
ter—$4.3  million  (or  10  cents  per 
share)  of  which  was  due  to  the  high- 
er price  for  new  gas. 

Now  that  the  FPC  has  ruled  on  the 
matter  a  second  time,  some  of  the 


companies  that  deferred  booking 
revenue  in  the  third  quarter  are 
ing  toward  taking  the  revenues 
fourth-quarter  results.  Among  1 
companies  are  Exxon,  Getty  Oil 
Cities  Service.  For  an  internal 
giant  like  Exxon,  it  will  make  a  rrij 
cule  difference;  for  Cities  Service 
the  other  hand,  the  change  will 
approximately  15  cents  to  cstim 
fourth-quarter   earnings    of  $2.2 

Forbks  took  a  survey  of  23 
panics  and  found  that  the  oil 
panics'    fourth-quarter  results 
cause    considerable  head-scratd 
Seven  companies  will  definitely 
the  increased  revenues  onto  thei 
come   statements;    three   are  leal 
that  way;  six  will  continue  to  t 
the    revenues;    five    are  undeci 
Two    companies— American  Petr 
and  Tesoro  Petroleum— have  con 
mised:  They're  booking  a  portio| 
the   revenues,   deferring  the  re) 

Are  the  companies  that  plan  to) 
the  revenues  through  being  a  bit 
prudent?  Are  these  revenues  real 
the  bag? 

The  "bookers,"   as  we'll  call  t] 
say  first  of  all  that  they  intend  to 
close    (probably    in    footnotes)  | 
amount  of  possibly  refundable  mi 
in    their   year-end  statements, 
are  also  fairly  confident  that  the 
will  be  upheld  in  court.  "The  1 
record  of  the  FPC  on  these  ina 
has  been  (mite  good,"  says  Shell 
Manager  of  Exploration  &  Produj 
Finance  Keith  Kern.  And  he  i 
"We  don't   think   that   under  F 
Statement  No.  5,  the  conditions 
been  met  requiring  a  reserve  [ag; 
the  iffy  earnings]." 

The  plot  thickens.  Statement 
5  of  the  Financial  Accounting  S 
dards  Board  was  issued  in  M| 
1975  to  deal  with  the  problen 
"managed"  earnings.  Remember  J 
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EEP  a  valuable  bonus  for  making  this  test . . . 

Compare  Value  Line  vs  the 

vhole  world  of  investment 
idvisory  services. 

>es  anyone  else  give  you  all  this?  Or  even  come  close? 


be  the  judge.  Match  The  Value  Line  Survey  against  any 
•  investment  survey  you've  ever  used,  seen  or  heard  about. 
:h  gives  you  more?  Which  does  more  for  you?  Compare  them 
ly  way  you  like. 

lue  Line  doesn't  come  out  ahead— way  ahead— simply  return 
naterial  we've  sent  you  for  a  full  refund.  But  keep  the  valuable 
age  book,  Investing  in  Common  Stocks,  just  for  taking  part  in 
est. 

jcial  Invitation 

are  invited  to  receive  the  complete  Value  Line  Investment 
ey  for  the  next  10  weeks  for  only  $29— about  half  the  regular 
-if  no  member  of  your  household  has  had  a  Value  Line 
cription  in  the  last  two  years. 

take  no  risk.  If  you're  not  completely  satisfied  with  the  Value 
Survey,  just  return  the  material  you  have  received  within  30 
for  a  full  refund  of  your  fee.  But  keep  your  gift  book,  Investing 
>mmon  Stocks.  To  accept  this  special  invitation,  fill  in  and  mail 
:oupon  today. 


'  This  is  a  sample  full-page  report  ot  one  of  the  1 600  stocks 
i  regularly  reviewed  by  Value  Line,  reduced  from  8'  i"  x  11" 
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What  You  Receive 

So  that  you  can  test  The  Value  Line  Investment  Survey  in  a 
meaningful  way,  this  special  invitation  brings  you  everything  that 
our  regular  full-term  subscribers  receive,  including.  .  . 

1 .  Ratings  &  Reports 

Every  week  you  receive  new  full-page  Reports  on  about  125 
stocks,  which  update  and  replace  the  corresponding  Reports  in 
your  Reference  Service  (it  takes  less  than  a  minute  to  remove  the 
old  and  put  in  the  new).  During  a  13-week  cycle,  new  Reports  like 
this  are  issued  on  all  1600  stocks.  The  Reports  include  price/ 
volume  charts  and  22  series  of  vital  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead. 

2.  Investors  Reference  Service 

(available  separately  for  $45).  You  receive,  as  a  bonus,  our  latest 
full-page  Reports  on  each  of  more  than  1600  stocks  under 
continuous  review  by  Value  Line.  These  come  to  you  fully  indexed 
and  loose-leaf  bound  for  your  immediate  use  and  will  be 
systematically  updated  by  new  Reports  in  the  weeks  ahead. 

3.  Selection  &  Opinion 

Every  week  this  12-page  section  clearly  and  concisely  presents 
Value  Line's  view  of  the  Business  Prospect,  Stock  Market,  and 
Advisable  Investment  Strategy.  Plus  specific  Stock  Selections,  vital 
Information  for  Option  Writers  and  Buyers,  and  the  Value  Line 
Averages. 

4.  Summary  of  Advices 

Every  week,  for  EACH  of  1600  stocks  under  review,  this  24-page 
section  shows  the  current  ratings  for  relative  future  Price 
Performance  and  Safety,  together  with  the  Estimated  Yield,  P/E 
ratio,  estimated  long-term  Appreciation  Potential,  Beta,  and  latest 
earnings  and  dividend  data. 

5.  Investing  in  Common  Stocks 

This  little  "classic"  by  Arnold  Bernhard,  Value  Line's  founder  and 
research  chief,  packs  a  remarkable  wealth  of  guidance  into  just  64 
pages.  .  .  .  revealing  methods  of  stock  evaluation  and  portfolio 
management  that  took  decades  to  develop.  This  book  is  YOURS  TO 
KEEP,  no  matter  what  you  decide  about  the  Value  Line  Survey 

$100,000  in  cash  prizes  will  be  awarded. 

Whether  you  take  advantage  of  this  introductory  offer  or  not,  you 
are  invited  to  enter  Value  Line's  "Invest  in  America"  Stock  Market 
Contest.  You  assume  no  risk  or  obligation.  Just  send  a  postcard 
with  your  name  and  address  (only  one  entrant  per  household)  to: 
Contest  Editor,  P.O.  Box  5131,  New  York,  N.Y.  10017 
Please  allow  6  to  8  weeks  for  acknowledgement. 


■ 

I  The  Value  Line  Investment  Survey 


ARNOLD  BERNHARD  &  CO 


SIGNATURE 


□  Begin  my  special  lO-week  trial  to  Ihe  Value 
Line  Survey  (limited  once  to  any  household  every 
two  years)  and  send  me  the  Investors  Reference 
Service  and  the  booklet  "Investing  in  Common 
Stocks"  as  bonuses  My  check  or  money  order  for 
(29  is  enclosed  (Trial  subscriptions  must  be 
accompanied  by  payment ) 

□  I  prefer  one  year  (52  weeks)  of  Value  Line.  ADDRESS 
plus  the  bonus.  Investors  Reference  Service  and 

the  booklet.  "Investing  in  Common  Stocks'  for 
$285  (There  are  no  restrictions  on  this  offer ) 

□  Payment  enclosed  □  Bill  me  for  $28S 
GUARANTEE   If  dissatisfied  tor  any  reason.  I 
may.  under  either  offer,  return  the  material  within 
30  days  for  a  full  refund  of  the  tee  I  have  paid 
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1977 


Our  Investment  Committee— econo- 
mists, senior  analysts,  market  and  port 
folio  strategists  -is  the  ultimate  source 
of  every  investment  recommendation 
we  make.  Its  own  sources  of  informa- 
tion literally  range  worldwide. 

The  Committee's  conclusions  about 
domestic  and  international  economies, 
market  trends,  the  government's  mon- 
etary and  fiscal  policies  are  melded  into 
,m  outlook  that  governs  our  Research 
Department's  investment  policy.  That 
policy  take  s  more  tangible  form  in  our 
approach  to  portfolio  balance  and  the 
industries  and  companies  selected  for 
investment  consideration. 

We've  summarized  here  the  Commit 
tee's  current  thinking. 

The  Economy.  Business  activity  in 
the  I  '.s.  ,ip|x',ns  to  be  adjusting  to  a 
slowei  l>ut  potentially  more  consistent 
long  term  growth.  Two  important  sec 
tins  housing  and  automobile produc 
Hon  remain  strong  and  there  are 
signs  that,  despite  some  excess  inven 
tories  in  a  few  industries,  order  back 
logs  generally  are  improving.  The  near 
term  chances  of  sliding  into  a  1974  like 
inventory  recession  seem  remote. 
Growth  in  an  economic  environment 
susceptible  to  monetarv  and  fiscal  ini- 
tiatives (including  a  tax  cut)  could  be 
about  4.5%  in  1977.  leading  to  a  fairly 
vigorous  economy  in  1978.  Imports, 
however,  could  be  troublesome  for 
some  industries,  due  to  lagging  foreign 
economies  with  excess  production  ca 
pacities.  We  are  concerned  about  the 
possibility  of  a  1977  recession  in  major 
European  economies,  as  their  govern 
ments  combat  high  inflation  and 
unemployment. 


Inflation.    We're  projecting  an  infla 

tion  rate  around  5%  in  the  U.S.  for  the 

next  two  years.  Wage  and  productivity 

trends  seem  favorable,  as  do  trends  in 

the  consumer  price  and  wholesale  price 

indices    ["he  potential  Q-^jf-h  Darnm» 
Oil II 111  Ddf  iifcjy, 

Harris  Upham 

&Co  .  Incorporated 

1345  Avenue  of  the  Americas  New  York  NY  10019 
Investment  Bankers  and  Brokers  since  1873 


profits  underlying  our  inflation  esti 
mate  is:  10-15%  in  1977  and  15  20 
in  1978. 

Interest  Rates.  Our  view  is  that  the 
Federal  Reserve  Board  will  pursue 
more  aggressively  its  targets  for  mone 
tary  growth  in  1977.  The  Fed  is  obvi 
ously  concerned  about  the  durability « >l 
the  economic  recovery  and  loath  to 
allow  monetary  policy  to  jeopardize  it 
Its  accommodative  stance  suggests 
stable  and  possibly  lower  interest  rates 
in  early  1977.  However,  loan  demand 
is  growing,  also  suggesting  a  rise  in 
interest  rates  later  in  the  year. 

Investment  Policy.  Ouroutlook  foi 
the  economy,  inflation  and  interest 
rates  is  the  basis  for  our  bullish  attitude 
tow  ard  stock  investment.  We  continue 
to  believe  that  emphasizing  the  impoi 
tance  ol  yield  from  current  and  pro 
spe<  tive  dividends  is  the  crux  of  invest 
ment.  Stock  investment  should  focus 
on  the  companies  with  the  best  pros 
pects  ol  increasing  dividends  and 
particularly  companies  with  strong 
domestic  earning  power. 

Utilities  continue  to  be  one  ot  our  ta 
vorite  groups.  Our  long-held  thesis 
(since  May,  1974)  that  the  basic  indus- 
try stocks —  chemicals,  metals,  and 
papers,  for  example  — are  increasingly 
able  to  attain  favorable  return  on  in 
vestment  is  still  intact.  Aerospace, 
building,  the  fire  and  casualty  compa 
nies  are  increasingly  attractive,  as  are 
some  of  the  well  known  growth  sun  ks, 
w  here  yields  are  becoming  competitive. 
Bond  investment,  we  feel,  also  will  be 

rewarding.  Yields  most  likely  will  he 
slightly  higher  in  1977  and  1978,  but 
the  long  term  trend  should  be  down. 

Our  approach  to  portfolio  balance  for 
substantial  investors  is  60%  stock 
investment,  35%  in  fixed-income  se- 
curities and  a  5%  reserve  for  buying 
opportunities.  The  stock  portfolio 
should  be  broadly  diversified,  again 
with  emphasis  on  yield 
and  quality 


Numbers  Game 


aged  earnings?  They  were  a  big 
in  the  Sixties  and  early  Seventies 
merous  public  companies  were  t 
all  sorts  of  contingency  reserves  ( 
earnings,  for  everything  from  fil 
"general  business  risks."  The  res 
c  ould  be  flowed  back  into  earnin 
management's  discretion.  Accor 
ly,  the  FASB  ruled  that  such  res 
could  be  charged  against  earning! 
when  two  conditions  were  mel 
when  available  information  indi 
that  it  was  probable  (not  merely 
sible)  that  a  liability  would  b 
curred;  and  2)  when  the  amou 
the  loss  could  be  reasonably  estirn 

Most  companies  agree  that  the 
will  probably  be  upheld  in  the  cj 
Even  when  they  worry  about  a 
promise  price  for  new  gas,  many 
t rollers  ask:  How  would  we 
what  in-between  number  to  use] 
eordingly,  say  the  bookers,  FA 
is  clear:  You  should  flow  the 
enues  through.  Otherwise,  I 
breaking  a  rule  aimed  at  elirrn 
managed  earnings. 

Not  so,  retort  the  "nonbookeil 
cording  to  Jack  II.  Morris,  vice 
dent  lor  Gulf  Oil's  financial  rela 
Culf  is  not  running  afoul  of 
at  all  by  deferring  the  revenues 
reason:  Gulf  is  not  flowing  the 
enues  onto   its  income  stateme 
all;  it  is  merely  setting  up  an  ac 
on  its  balance  sheet  for  the  ic  ve 
Thus  it  doesn't  have  to  make  a  c 
to  earnings  to  set  up  a  continj 
reserve,  and  FASB-5  is  aimed  oi] 
companies   making  charges  to 
ings.  But  that,  of  course,  is  a 
technicality.  The  fact  is:  Gulf  i 
ferring  the  income. 

Don't  get  us  wrong;  we're  in 
cusing  anybody  of  managing  ear 
or  having  sneaky  motives.  Bu| 
"nonbookers"  are  establishing  a 
edent  that  might  weaken  FASB-E 
siderably,  in  effect  opening  a  h< 
a    ruling   designed    to   close  I 

Officials  at  the  FASB  ague 
Gull  and  others  are  not  in  viol 
ol  Statement  No.  5,  but  they  w« 
about  the  loophole  problem.  Y 
the  FASB  consider  a  ruling  to  If 
the  dilemma?  Says  J.T.  Ball,  he 
the  FASB's  Emerging  Problems 
tion:  "If  the  board  finds  that  pr; 
is  very  mixed,  then  they  may  hai 
issue  an  interpretation  that  ever) 
should  follow." 

It  would  be  nice  il  "earnings' 
a  nice  solid  notion  that  everyone 
agree  upon.  But  the  modern  wo 
too  complicated  for  that.  ■ 
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IHy  nm  AMP  CANYON 


THE  BADLANDS 


'  you  can  experience  the  freedom 
renity  still  to  be  found  in  the  natural 
rs  of  our  land.  Thanks  to  a  publish- 
dmark  from  TIME-LIFE  BOOKS, 
volume  picture  library  of  THE 
IICAN  WILDERNESS.  And  we'd 
invite  you  to  sample  a  volume  of  it 
it  cost  or  risk  .  .  .  and  then,  if  you 
oin  us  as  a  subscriber. 


mi 

S*5r  >-.-  '  v 


A  rare  adventure 
awaits  you  . . . 

i  subscriber,  you'll  feast 
les  from  our  land's  for 
1  canyons,  powerful 
majestic  peaks,  awe- 
ieserts.  You'll  visit 
igh  Sierra  —  home  of 
sequoias,  site  of 
lite,  and  strong- 
f  the  West's  big 
Hawaii,  land  of 
Dewing  volca 
Cden-like  for- 
inchanting 
5efs  . . .  Baja 
nia,  where 
missions,  bleached  bones  and  aban- 
mines  testify  to  one  of  man's  unsuc- 
attempts  to  rape  a  natural  land. 

Start  with  Wild  Alaska 
FREE  for  10  days 

n  your  tour  of  THE  AMERICAN 
ERNESS  with  a  10-day  free  exami- 
of  the  first  volume  in  the  series, 
.laska.  Explore  our  last  frontier  .  .  . 
of  three  million  lakes  ...  119  mil- 
res  of  forest  land  ...  a  glacier  as 
Rhode  Island— and  still  99  percent 
bited.  Then  decide  if  you  want  to 
he  book.  If  so,  you  may  own  it 
ly  $6.95  and  continue  to  receive 
>ooks  in  the  series  as  described  in 
ipon.  There  is  no  obligation  to  keep 
Dk,  and  you  may  cancel  at  any  time, 
ttached  card,  or  use  coupon  on  this 
)r  write:  Time- Life  Books,  Time 
Building,  Chicago,  Illinois  60611. 

icrican  Wilderness 
Library 


Wild  Alaska  is  written  by  the 
gifted    author    Dale  Brown, 
with  eminent  zoologist  and 
ecologist  William  Pruitt  Jr. 
as  consultant. 

•  Oversized  9  x  10%  Inches, 
hardbound 

184  pages;  more  than 
96  illustrations,  85 
pages  In  full  color 


Now  venture  into 


Alaska 


Yes,  I  would  like  to  examine  Wild 
Alaska.  Please  send  it  to  me  for  10 
days'  free  examination  and  enter  my 
subscription  to  THE  AMERICAN 
WILDERNESS.  If  I  decide  to  keep 
Wild  Alaska,  I  will  pay  $6.95  plus 
shipping  and  handling.  I  then  will  re- 
ceive future  volumes  in  THE  AMER- 
ICAN WILDERNESS  series,  shipped 
a  volume  at  a  time  approximately 
every  other  month.  Each  is  $6.95  plus 
shipping  and  handling  and  comes  on 
a  10-day  free-examination  basis. 
There  is  no  minimum  number  of 
books  that  I  must  buy.  I  may  cancel 
my  subscription  at  any  time  simply 
by  notifying  you. 

If  I  do  not  choose  to  keep  Wild 
Alaska,  I  will  return  the  book  within 
10  days,  my  subscription  for  future 
volumes  will  be  canceled  and  I  will 
not  be  under  any  further  obligation. 


FREE  for  10  days 


TIME-LIFE  BOOKS 

Time  &  Life  Bldg.,  Chicago, 


60611 


Print  Name 


Address 


Apt.  No. 


City 


State  (or  Prou.) 


Zip  (or  Code) 


Schools  and  libraries:  Order  Library-Style 
bindings  from  Silver  Burdett  Company, 
Morristown,  N.J.  07960. 
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Money  And  Investments 


Venture  Capit 


Springtime  In 
Venture-Capital  Land 

By  Thomas  P.  Murphy 

"A  new  business  best  succeeds  by  starting  in  a 
specialized  niche  in  a  growth  industry." 


Leading  venture-capital  investors, 
from  the  conservative  wing  to  high 
rollers,  share  a  similar  vision  of  the 
future.  The  single  industry  that  most 
of  them  want  to  be  in  with  new  prod- 
ucts and  new  services  is  the  applica- 
tion of  microcomputers.  Even  people 
not  normally  given  to  hyperbole  talk 
about  microcomputers  and  their 
building  block,  the  microprocessors, 
as  revolutionary. 

Microprocessors  are  what  the  press 
calls  "computers  on  a  chip."  The  com- 
parison is  often  made  between  a  $25 
microprocessor  of  today  and  a  million- 
dollar  IBM  computer  of  the  1950s. 
Each  has  about  the  same  computing 
power.  Some  of  the  early  applications 
of  microprocessors  are  already  com- 
monplace: digital  watches,  electronic 
calculators,  Amana's  microwave  oven, 
Singer's  "smart"  sewing  machine  and 
a  popular  television  "pong"  game.  But 
the  venture  capitalists  feel  these 
things  are  a  bare  beginning. 

Opportunities  Galore 

Making  the  devices,  the  chips  them- 
selves, is  beyond  the  means  of  ven- 
ture capital.  While  several  major 
semiconductor  companies  started  with 
venture  backing,  the  cost  of  starting 
one  today  seems  prohibitive  to  most 
venture  people.  What  the  venture  in- 
vestors are  looking  for  now  are  op- 
portunities generated  by  the  devices. 
They  expect  plenty  of  the  very  kind 
from  which  they  have  built  success- 
ful companies  in  the  past. 

What  is  a  good  potential  venture 
business?  Bill  Elfers  (of  Greylock  Co. 
in  Boston),  a  respected  leader  in  the 
industry,  explains  it  this  way:  "A  new 
or  small  business  best  succeeds  by 
starting  in  a  specialized  niche  in  a 
growth  industry."  Growth,  he  de- 
fines, is  at  least  10%,  but  he  prefers 

Mr.  Murphy  heads  a  venture  capital  firm, 
Partnership  Dankist,  Stamford,  Conn. 


20%.  Since  many  current  applications 
of  microcomputers  are  experiencing 
growth  of  25%  and  up,  it  won't  be 
hard  to  satisfy  Elfer  s  criterion. 

One  application  possibility  is  sug- 
gested by  Stuart  Greenfield  (of 
Charter  Oak  Enterprises,  Darien, 
Conn.):  using  minicomputers  or  mi- 
croprocessors to  optimize  energy  con- 
sumption by  improving  the  efficiency 
of  heating  and  air-conditioning  sys- 
tems, engines,  elevators,  traffic  con- 
trols, etc.  The  heating  and  air-con- 
ditioning application  is  already  in  use 
in  some  commercial  buildings. 

Opinion  is  divided  on  medical  ap- 
plications and,  for  that  matter,  the 
whole  idea  of  further  investment  in 
the  medical  field.  Some  venture  peo- 
ple, with  a  note  of  anguish,  say  no 
more  medical  deals.  They  cite  the 
ten-year  leadtime  required  to  get  a 
new  drug  approved  by  the  Food  & 
Drug  Administration.  Others  (perhaps 
their  medical  companies  did  better) 
acknowledge  the  hostile  regulatory 
climate  but  would  still  take  a  flier  on 
a  medical  device  if  the  right  one  came 
along.  Device  regulation  is  not  quite 
so  stringent,  and  the  microprocessors 
will  spawn  a  host  of  new  devices. 

Products  developed  for  sale  to 
specific  industries  are  appealing  to 
many  venture  capitalists.  Bill  Draper, 
head  of  Sutter  Hill,  in  Palo  Alto, 
Calif.,  sees  great  potential  for  smaller 
companies  in  communications,  par- 
ticularly test  equipment  sold  to  tele- 
phone companies  and  data  communi- 
cations equipment  using  telephone 
lines.  Some  of  these  products  would 
also  employ  the  microprocessors. 

An  interesting,  though  not  neces- 
sarily dissenting,  view  is  Ned  Heizer's 
(Heizer  &  Co.,  Chicago).  As  he  sees 
the  future:  "We  will  continue  to  have 
inflation,  and  people  will  become 
lazier  and  less  productive."  He  likes 
products  that  either  replace  or  better 
control    labor.    Heizer    also  thinks 


America's     distribution  system 
huge  inefficiencies  and  opportune 
of  the  same  magnitude.  It  is  an  or 
ion  that  has  to  be  taken  serioil 
since  Heizer  has  substantiated  it 
least  twice.  Federal  Express,  a  ct 
pany  Heizer  backed  with  others, 
now    a    nationwide   jet  package- 
livery  service.  Heizer  was  a  lead 
vestor  in  Fotomat,  the  film  and 
veloping    distribution     system  w 
revenues  now  of  $150  million  a  yfl 

Lower  Risk 

As  with  the  medical  field,  coal  dc 
divide  venture .  investors:  Some 
them,   others   shun  them.   One  v 
likes    them    is    John    French  (N 
York's  Research  &  Science  Investoi 
"Coal  mines,"  French  says,  "can 
bought  for  two  to  three  times  pre 
earnings,  and  coal  is  an  asset  in 
ground  so  you're  dealing  with  \o\ 
risk  than  a  start-up  company."  But 
adds:  "You  can  get  fleeced  alive  i 
coal  deal.  They  used  to  say  that 
good  oil  deals  never  got  out  of  Ho 
ton.  Well,  the  good  coal  deals  d( 
get  out  of  Pittsburgh." 

What  makes  venture-capita 
opinion  important  this  year  is  t 
more  of  them  have  money.  Mr 
(probably  most)  of  the  new  iss 
trickling  onto  the  public  market  j 
venture-backed  growth  companies, 
this  is  cycling  some  money  back  ii 
the  venture  companies.  Furthermo 
there  are  a  handful  of  new  vent 
companies  setting  up  shop,  and  so 
of  the  banks  are  pumping  fresh  ca 
tal  into  their  venture  subsidiaries. 

Confidence  is  a  fragile  thing,  but 
venture  capital  it  is  everything.  (W 
will  invest  in  a  new  venture  wl 
there  may  be  no  tomorrow?)  Coi 
dence  took  a  terrible  bashing  in  i 
early  Seventies.  It  is  slowly  comi 
back  and  bringing  new  hope  to  th> 
whose  business  it  is  to  encourage  at 
nurture  new  businesses.  ■ 
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Md  \fear ! 

was  a  happy  old  year  for  us,  thanks  to  you. 
Now  we  want  to  make 1977a  happy  and 
prosperous  new  year  for  both  of  us. 


976  was  a  very  good  year  for  us. 
<s  to  you  —  our  bank,  insurance 
any  and  investment  dealer  clients 
3ur  customers.  You  helped  us  set 
1  highs  in  sales  of  municipal 
;  and  municipal  bond  funds,  U.S. 
-nment  and  Federal  Agency 
ties.  And  our  earnings  reached 
■time  high. 

'8  years*  experience  in 
municipal  bonds. 

Ve  believe  there  are  two  keys  to 
eatest  year  in  our  history :  Experi- 
And  our  continuing  commitment 
3arch.  Since  our  founding  in 
we've  specialized  in  municipal 
.  We  have  not  tried  to  be  all 
to  all  investors.  Rather,  we  have 
:d  our  resources  and  developed 
pertise  in  municipal  bonds  and 
nment  securities. 

ir  research:  iVs  virtually 
unrivalled. 

Ve  believe  our  municipal  research 
best  in  the  industry.  By  any 
ion— breadth,  depth,  quality, 
ity.  Each  year  Nuveen  Research 


turns  out  upwards  of  750  reports 
covering  individual  tax-exempt  issues. 
Our  analysts  continuously  review  the 
over  1,600  issues  in  Nuveen's  $2  billion 
bond  fund  portf olios  for  changes  and 
developments  in  the  market. 

Municipal  bonds: 
the  cornerstone. 

In  1976,  we  set  new  records  both 
in  the  number  and  the  dollar  amount 
of  public  financings  which  we  have 
underwritten.  Traditionally,  we  have 
served  as  manager  of  some  of  the 
largest  municipal  financings  in  history 
—  in  every  conceivable  market  situa- 
tion. Our  long  years  of  experience  have 
given  us  a  fine-tuned  feel  for  market 
conditions.  And  for  that  critical 
moment  when  buyer  acceptance  and 
issuer  price  are  in  balance. 

Pioneers  in  the  tax-exempt 
municipal  bond  fund. 

In  1961,  Nuveen  pioneered  the 
concept  of  municipal  bond  funds.  As  of 
today,  with  95  unit  investment 
trust  series  sponsored  by  Nuveen,  the 
aggregate  par  value  of  the  bonds  in  all 


these  portfolios  has  passed  the  $2  bil- 
lion mark. 

Naturally,  we're  proud  of  our  rec  - 
ord-breaking performance  last  year. 
We  recognize  our  ongoing  obligation  to 
help  our  institutional  and  individual  cli- 
ents reach  their  investment  goals  and 
to  service  the  needs  of  other  invest- 
ment dealers.  To  that  end,  we  shall  con- 
tinue putting  the  full  measure  of  our 
78  years  of  experience  and  a  constantly 
improving  research  product  behind 
every  service  we  offer  our  customers. 

We  hope  you  will  give  us  an  oppor- 
tunity to  make  1977  a  happy  and  pros- 
perous new  year  for  you.  For  more 
information  on  Nuveen's  services, 
write  Mr.  Richard  J.  Franke,  President . 
John  Nuveen  &  Co.  Incorporated, 
209  South  LaSalle  Street,  Chicago, 
Illinois  60604. 

nuveen 

John  Nuveen  &  Co..  Incorporated 
209  South  LaSalle  St.         61  Broadway 
Chicago,  111.  60604     New  York,  N.Y.  10006 
312/346-2500  212/344-8300 

Austin  •  Boston  •  Chicago  •  Columbus  •  Los  Angeles 
Miami  •  Minneapolis  •  New  York  •  Philadelphia 
Phoenix    •    San  Francisco    •    Washington.  D  C 


Experience:  The  Nuveen  Bonus 


special 

opportunities  in 
to  reach  the  top  office 
in  America's  largest 
companies 


The  FORBES 
29th  Annual  Report 
on  American  Industry 
January  1, 1977 


An  analysis  of  over  900  of 
America's  largest  corporations 
based  on  FORBES'  statistical 
yardsticks  of  management 
perjotmance  Companies  are 
rai>H®n^separate  lists 
profirap^y?mpwth  and  stock 
markeTpg£mmmrvcpy  These 
leading  U.Sr^mg  bvQ&Jisc 
arranged  by  indusiwefroyp^) 
and  subgroups  and  ranwjy 
against  their  competition 
An  accurate  and  often-used 
start-of-the-year  guide  to  who 
is  where  —  and  why  —  in  the 
major  corporate  community 

Black  and  white 
closing  date: 
December  3 
Color  closing: 
November  19 


'THERE'S  ALWAYS \ 
k      NEXT  YEAR!  ) 


FORBES  1977 
Annual  Report 
Advertising  Section 
May  1, 1977 


Let  your  annual  report  tell  your 
corporate  story  to  FORBES' 
influential  investment-minded 
audience  (92%  of  FORBES' 
subscribers  own  corporate 
stock  with  an  average  value  of 
$232  000;  43%  help  make 
investment  decisions  for 
others).  Last  year's  Annual 
Report  Advertising  Section 
drew  nearly  750,000  re- 
sponses, with  an  average  of 
4,200  inquiries  per  advertiser 
All  advertisements  displayed 
in  the  section  are  moderately 
priced  Vb  page,  black  & 
white  units 

Closing  date  for  copy 
and  illustration: 
March  25 


The  1977  FC 
Directory  to 
America's  L 
Corporation 
May  15, 197 


The  most  comple 
the  year  on  Amen 
with  facts,  figurei 
evaluations  on  ttj 
hundreds  of  com 
special  focus  oni 
corporations  in  a 
net  profits,  stocki 
and  growth  of  asi 
banks  to  utilities; 
ranks  all  compar 
lights  manageme 
ances.  Useful  gu 
understanding  lo 
trends  are  includ 
valuable  referenc 

Black  and  white 
closing  date: 
April  15 
Color  closing: 
April  1 


orporate  officers  in  America's  largest  companies  read  FORBES  regularly  than  read 
ss  Week,  Fortune,  Newsweek,  Time  or  U.S.  News  &  World  Report.  This  fact  has  been 
ted  repeatedly  in  independent  studies  by  such  leading  research  firms  as  Erdos  and 
i,  Inc.  and  Opinion  Research  Corporation's  Executive  Caravan. 

ecutives  read  and  rely  on  FORBES.  It  provides  them  with  the  business  information  they 
i  making  major  decisions  that  will  affect  the  operations  and  profits  of  their  companies. 

e  seven  very  special  opportunities  to  tell  your  corporate  or  product  story  effectively  and 
itly  to  the  most  important  audience  of  key  executives  in  the  U.S. 

special  annual  FORBES  issues  enable  you  to  communicate  with  key  executives  in  highly 
lible  environments.  Plan  now  to  advertise  in  these  issues.  Your  advertising  messages 
le  added  benefit  of  repeated  opportunities  for  exposure  because  the  issues  will  be  read 
erred  to  throughout  the  year  by  the  men  who  own  and  run  American  business. 

FORBES:  CAPITALIST  TOOL 
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FORBES 
22nd  Annual 
Mutual  Fund  Issue 
August  15, 1977 


An  insightful  and  timely  guide 
for  intelligent  investors,  the 
Annual  Mutual  Funds  Issue 
spotlights  those  funds  which 
are  outperforming  the 
averages  and  earning  their 
fees.  A  detailed,  statistical 
analysis  is  provided  to  meas- 
ure both  the  short-  and  long- 
term  performance  of  more  than 
500  different  mutual  funds 
including  a  special  analysis 
of  new  funds. 

Black  and  white 
closing  date: 
July  25 

Color  closing: 
July  5 
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FORBES 

Special  Insurance 
Issue 

September  1, 1977 


By  diversifying  into  disability, 
health,  fire  and  casualty,  and 
credit  life  insurance  —  or 
converting  themselves  into 
financial  conglomerates  — 
insurance  companies  are  total 
money  management  organi- 
zations which  are  expertly 
analyzed  in  this  special 
annual  issue.  Included  is  a 
statistical  run-down  on  stock- 
holder-owned insurance 
companies  based  on  the  per- 
formance yardsticks  of  current 
assets,  profitability,  growth 
and  stock  data 

Black  and  white 
closing  date 
August  11 
Color  closing: 
July  21 


FORBES 
Industrial 
Development 
Advertising  Section 
November  1, 1977 

This  multi-page  advertising 
section  is  devoted  exclusively 
to  industrial  development  and 
plant  site  advertisers.  All 
advertisements  are  1/4  -page, 
black  and  white  units  which 
feature  an  illustration  of  the 
cover  of  your  area  develop- 
ment literature  plus  descrip- 
tive copy.  Moderately  priced 
this  special  section  repre- 
sents a  low-cost,  highly 
efficient  opportunity  to 
communicate  with  the  most 
influential  decision-makers 
in  American  business 

Closing  date  for  copy 
and  illustration: 
September  27 
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Statistical  Spotligl 


Paper  Losses,  Psychic  Gains? 


Now  that  Howard  Hughes  and  J.  Paul 
Getty  are  gone,  H.  Ross  Perot  would 
be  the  richest  man  alive  if  his  paper 
profits  had  not  disappeared. 

Back  in  1970,  when  a  single  share 
of  his  Electronic  Data  Systems  fetched 
$162,  H.  Ross  Perot's  personal  hold- 
ings added  up  to  $1.2  billion.  Today 
his  stock  is  worth  a  mere  10%  of  that. 
What  happens  when  a  man  loses  more 
than  $1  billion  in  paper  value?  "It 
hasn't  changed  my  lifestyle  at  all," 
says  Perot. 


Perot  claims,  now  that  his  wealth 
has  shrunk,  he's  a  happier  man.  "I  had 
a  terrible  time.  You  make  a  person 
an  object  of  curiosity  and  he  ceases 
to  be  a  person.  It  makes  it  very  dif- 
ficult for  him  to  do  business.  Now 
that  I've  been  removed  by  the  press 
as  an  item  of  day-to-day  curiosity,  I've 
found  peace— which  I  hope  you  don't 
disturb."  (There  may  be  a  bit  of 
sour  grapes  in  Perot's  claimed  liking 
for  obscurity.  When  he  was  riding 
high,  he  seemed  actually  to  seek  the 


limelight,  hiring  a  firm  of  expensi 
press  agents,  Ruder  &  Finn,  to  pi 
licize  his  bid  to  free  U.S.  prisoners 
war  in  North  Vietnam.) 

The  33  other  executives  listed 
the  table  below  have  all  seen  th 
paper  fortunes  shrink  dramatical 
Their  losses  combined  add  up  to  qu 
a  fall-from  $739  million  at  th 
height,  to  $72  million  today.  The  { 
per  holdings  of  23  of  them  are 
longer  worth  even  a  million. 

The  style  of  living  of  one  man 


Shares 

,  Market  Value*  , 

Shareholder 

Title 

Presently 

High 

At  High 

Recent 

Recent 

Where 

Held 

Pri  ce 

(Thousand) 

Price 

Tr3clecl 

E.T.  Bar  wick 

F  T  Rarwirk 

(~ha  i  rma  n 

V —  1  1  U  1  1  1  B  1  CI  1  S 

5,381 ,089t 

28 

$  150,670 

I  11,430 

2Vb 

ASE 

CDI  Corp 

A.M.  Waltrich 

Secretary 

419^749 

35 

14,690 

730 

1% 

ASE 

Certron  Corp 

E.R.  Gamson 

President 

420,477 

31% 

13,190 

240 

ASE 

DCL  Inc 

1  Diphnlrl 

C^r\  a  i  rm  a  n 

V  I  1  d  1  f  1  1  1  CL  1  1 

57?  748 

31  V? 

,S/\6 

ASF 

Diodes  Inc 

W  1  lovd 

v  v  .    i_  i  \j  y  kj 

a  i  rma  n 

v  _  i  id  1 1  ii  i  d i  i 

193  81  5 

16% 

3,150 

190 

1 

ASF 

Duplan  Corp 

R. A.  Levi nson 

Cha  i  rm^n 

\  1 1  1  CL  1  1  1  1  1  CI  1  1 

479,678 

537/8 

25,840 

120 

/  *t 

NYSE 

Electronic  Data  Systems 

H.R.  Perot 

Chairman 

7,421 '500 

162 

1,202,280 

122,450 

16% 

NYSE 

Farah  Manufacturing 

W.F.  Farah 

Chairman 

593,622 

49 1A 

5% 

NYSE 

Film  Corp  of  America 

M.).  Farber 

Cha  i  rma  n 

V  .  I  IUI  1  1  1  1  CI  1  1 

286  806 

33 

9,460 

500 

1% 

ASE  ! 

Fingerhut  Corp 

M.  Fingerhut 

C  h  a  i  r  m  a  n 

V_  1  I  CI  1  1  1  1  1  CI  1  I 

3  362  200 

28 

94,140 

20,170 

OTC 

Flock  Industries 

P.T.  Greene 

Chairman 

824,800 

23% 

19,690 

620 

% 

ASE 

General  Employment  Ent 

H.F.  Imhoff 

Chairman 

340,617 

231/8 

7,880 

600 

1% 

ASE 

Geon  Industries 

G.O.  Neuwirth 

Director 

141,960 

27% 

3,940 

270 

1% 

ASE 

Government  Emp  Ins 

D.L.  Kreeger 

Vch-Ex  Com 

649,671 

63% 

41,420 

3,410 

5V4 

OTC 

Hoover  Co 

).S.  Hoover 

Vice  Chmn 

120,842 

41 1/2 

5,010 

1,300 

10% 

OTC 

Hunt  Building 

J.L.  Hunt 

Chairman 

275,400 

19% 

5,340 

480 

1% 

OTC 

International  Stretch  Prods 

M.  Cohen 

Chairman 

150,992 

24 

3,620 

210 

1% 

ASE 

Leisure  Group 

M.  Banta 

President  \ 

361/2 

8,450 

30 

OTC 

S.  Hinchliffe 

Chairman  j 

231,578 

Lion  Country  Safari 

H.  Schuster 

Chairman 

255,485 

24  V2 

6,260 

60 

1/4 

OTC 

Originala  Inc 

N.  Bader 

Chairman 

61,100 

37 

2,260 

80 

VU 

ASE 

Phone-Mate 

M.  Brooks 

Chairman 

233,875 

14% 

3,450 

230 

1 

OTC 

Popeil  Bros 

S.J.  Popeil 

Chairman 

1,166,600 

24 

28,000 

4,520 

3% 

OTC 

Reeves  Telecom  Corp 

H.E.  Reeves 

Chairman 

331,994 

43% 

14,400 

580 

1% 

ASE 

Robino-Ladd 

F.A.  Robino 

Director 

406,647 

24% 

10,060 

510 

11/4 

OTC 

Ronco  Teleproducts 

R.M.  Popeil 

Chairman 

515,150 

23% 

12,300 

1,090 

2% 

ASE 

RPS  Products 

M.W.  Furman 

Chairman 

202,600 

29% 

6,030 

300 

11/2 

ASE 

Speizman  Ind 

M.  Speizman 

Chairman 

261,505 

131A 

3,460 

200 

% 

ASE 

Stevcoknit 

S.H.  Kosann 

President 

418,640 

23 1A 

9,730 

1,780 

41/4 

ASE 

Story  Chemical 

H.N.  Forman 

Chairman 

215,150 

26V2 

5,700 

160 

% 

OTC 

Success  Motivation  Inst 

P.J.  Meyer 

President 

1 ,007,756 

36 

36,280 

380 

% 

OTC 

Survival  Technology 

S.J.  Sarnoff 

Chairman 

1,923,276 

67 

129,310 

16,410 

8V2 

OTC 

Van  Dyk  Research 

M.A.  Pollack 

President 

345,500 

30% 

10,620 

1,210 

31/2 

OTC 

Viking  General 

R.  Marlin 

Chairman 

294,117 

26 

7,650 

240 

,3/l6 

ASE 

•JykKket  Volue  based  on  shares  presently  held.      |At  present  shares  ore  held  in  on  Irrevocable  Proxy. 
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was  not  only  changed,  but 
nded.  The  wife  of  Chairman 

Popeil  of  Popeil  Brothers 
1  Magician  and  Pocket  Fish- 
went  to  jail  for  hiring  a  hit 
ry  to  kill  him. 

of  these  onetime  big  winners 
big  houses  in  the  first  flush 
ss,  and  most  of  them  still  live 
.  "Actually,  it  hasn't  changed 
;style    either,"    echoes  Paul 

whose  Flock  Industries,  hav- 
i  out  with  crushed  velvet,  to- 
s  at  just  75  cents  per  share, 

in  1972.  "It  was  exciting  to 
i  $19  million,  but  I  didn't  go 
buy  a  200-foot  yacht.  There's 
fference  between  having  mil- 
paper  and  having  it  tucked 
vay  in  the  bank." 
e  companies  dominate  our  list, 
was  the  stock  that  went  up 
l  the  New  York  Stock  Ex- 

in  1968,  when  pantyhose 
ght  on.  In  August  1976,  the 
r  sought  the  protection  of  a 
court  and  filed  a  bankruptcy 

But  even  today  Chairman 
Levinson  continues  to  collect 
,000  salary. 

the  shrinking  paper  wealth 
d  with  a  shrinkage  in  the 
ages— most  of  whom  never  de- 
the  shining  image  anyhow, 
sbold  is  no  longer  considered 
;ement  genius  and  is  no  long- 
jd  breathlessly  by  naive  re- 
That  kind  of  fall  from  grace 
.  Listen  to  Stephen  Hmchliffe 
e  Group,  who  took  his  instant 
for  granted  ("Don't  all  Har- 
isiness  School  graduates  ex- 
be  millionaires?").  Says  he: 
eople  spent  a  lot  of  time  try- 
talk  to  me  when  the  stock 
l,  but  I  haven't  heard  from  a 

of  them  since  it  dropped, 
/ou  go  from  a  period  of 
and  lots  of  attention  to  a  pe- 
no  growth  and  lots  of  atten- 
bad— it  can  be  very  debilitat- 

adds,  "It's  rather  nice  to  be 
talk  to  someone  about  those 
days." 

rt  Imhoff,  chairman  of  Gen- 
ployment  Enterprises,  is  per- 
nker  than  most.  He  admits 
much  happier  in  1969,  when 
<  sold  for  $23,  than  today, 

sells  for  $2.  But  he  has  his 
ons,  however  slender.  He  re- 
dng  to  himself  not  long  ago 
ig:  "Actually,  the  decline  was 

status  symbol.  Not  everyone 
)sition  to  lose  $7  million."  ■ 


A  useful  guide  for  the 
commission-conscious 
investor. 

This  free,  pocket-sized  book  enables  you  to  quickly  figure  and 
compare  practically  any  broker's  stock  and  option  commissions. 
Its  90  pages  of  tables  display  the  old  fixed  commission?  and 
commissions  at  a  wide  range  of  dis- 
counts from  it,  in  cents-per-share  and 
dollars-per-contract  rates  for  almost  any 
whole-priced  trade. 

Get  this  book  simply  by  mailing  this  ad 
or  asking  for  one  at  800-221-5338  toll- 
free  or  in  N.Y.  State  at  212-269-9127 

collect. 

From  the  people  who  started  commis- 
sion discounts  rolling  for  the  individual 
investor. 


O 


'Base  Commissions 
fixed  commissions 


Pre  Mav  I.  I97S  NVSh  and  CBOh 


Name. 


Address. 


Cily_ 


.Slate. 


Zip_ 


(l  ))  Source  Securities  Corporation 


AUG 


70  Pine  Street,  New  York,  N.Y.  10005 


KOR  1  77 


Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of  Disadvantage" 
a  free  booklet. 

ROWE  PRICE 
NEW  INCOME 
FUND,  inc 

A  fully  managed  No-Load  fund  seeking  the  highest  investment 
income  consistent  with  preservation  of  principal— not 
just  for  today,  but  for  the  future  as  well 
No  Sales  Charge.  Write  or  call  collect  for  a  prospectus  301  -547-21 36 

Rowe  Price  New  Income  Fund,  Inc 
100  East  Pratt  Street,  Dept  A6 
Baltimore,  Maryland  21202 

|  Self-Employed  Retirement  Plan  Available 

Name  


Address. 
City  


.State. 


-Zip. 
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The  Funi 


The  Successful  "Star  Gazer 


In  Wall  Street's  pecking  order, 
technicians  rank  near  the  bottom.  If  a 
Streeter  wants  to  be  taken  seriously, 
he  won't  give  the  impression  that  he 
takes  technical  analysis  of  the  market 
all  that  seriously. 

But  there  are  technicians,  and  tech- 
nicians. Edson  Gould,  74,  is  the  dean 
of  technicians.  Take  a  look  at  his 
track  record.  In  early  1963,  when  the 
market  had  recovered  nicely  from  the 
sharp  fall  of  1962,  Gould  predicted 
that  the  Dow  Jones  industrial  aver- 
age could  rise  another  400  points  and 
that  the  great  bull  market  of  the  last 
20  years  would  end  in  1966.  He  was 
right.  He  then  correctly  concluded 
that  beginning  in  1966,  Wall  Street 
was  in  for  eight  years  of  trouble.  The 
lows  would  be  reached  in  late  1974. 
Right  again. 

What  about  now?  Gould  is  decided- 
ly bullish.  He  sees  the  Dow  Jones 
industrials  hitting  1150  to  1250  fairly 
soon.  But  in  the  latter  part  of  the 
year,  predicts  Gould,  there  will  be  a 
sizable  correction  that  will  carry  on 
into  1978.  After  that,  Gould  turns 
bullish  again. 

Is  Gould  simply  lucky?  Or  is  there 
method  to  his  crystal-gazing? 

Individual  investors  can  now  find 
out  with  their  own  money.  The  firm 
Gould  works  for,  Anametrics,  has  just 
launched  a  new  fund,  appropriately 
named  the  Edson  Gould  Fund.  The 
fund's  strategy  will  be  based  on 
Gould's  calls  for  the  market. 

How  does  Gould  do  it? 

An  engineer,  Gould  went  to  work 
for  Moody's  in  the  early  Twenties 
after  the  head  of  investments  for  the 
Prudential  Insurance  Co.  told  him 
that  a  big  boom  was  coming,  that 
there  was  big  money  to  be  made  in 
stocks.  At  Moody's,  Gould  became 
immersed  in  research.  He  was  fasci- 
nated by  it.  "I  carried  indices  back 
100  years  and  more,"  he  recalls,  "and 
soon  discovered  that  no  matter  how 
much  you  knew  about  fundamentals, 
you  still  didn't  get  very  accurate  stock 
market  answers." 

Gould  began  hunting  for  "the  miss- 
ing link"  and  says  he  found  it  at  the 
New  York  Public  Library  in  Gustave 
Le  Bon's  famous  old  book  The  Crowd. 

"There  are  three  factors  that  affect 
stocks,"  Gould  decided.  "Economic 
factors  such  as  the  profitability  of  cor- 
porations, monetary  factors  such  as 


interest  rates,  and  psychology.  Psy- 
chology is  the  most  important  by  far. 
Stocks  sell  where  they  do,  not  be- 
cause of  any  systematic  evaluation  of 
their  real  worth,  but,  rather,  because 
of  what  the  mass  of  investors  think 
they  are  worth." 

Unlike  many  technicians,  Gould 
doesn't  rely  on  a  single  indicator;  he 
has  developed  and  uses  a  good  main'. 


Right  Note:  The  rhythm  in  music, 
says  Dixieland-lover  Gould,  is  very 
similar  to  stock  market  movements. 


One  of  his  favorites  is  the  Senti- 
meter,  which  is  simply  the  ratio  of 
DJI  stock  dividends  to  the  DJI  stock 
prices.  When  the  Sentimeter  is  $30— 
that  is,  it  takes  $30  to  buy  $1  of 
dividends— investors  should  watch  out. 
Conversely,  when  the  index  is  at  $15, 
as  it  was  in  1974,  it  is  probably  a 
sign  that  the  market  is  ready  to  turn 

Another  fairly  simple  indicator  is 
his  "three-step-and-stumble"  rule. 
"Whenever  the  Federal  Reserve  in- 
creases three  times  any  of  the  three 
rates  under  its  jurisdiction— the  dis- 


count rate,  stock  margins  or  mem 
bank  reserve  requirements— invaria 
there  has  been  a  sizable,  often  seric 
decline  in  stock  prices." 

Gould  also  has  a  "three-step  rul 
"In  any  market  movement,  exp 
three  steps,  but  be  prepared  foi 
fourth." 

Although  Gould  hates  to  admit 
true  technical  analysis  is  more  thai 
science.  It's  not  the  squiggles  in 
chart  that  count,  but  how  you 
terpret  them. 

Gould's  biggest  research  hre 
through  occurred  in  1963.  "I  notk 
the  bull  market  of  the  last  20  ye 
was  a  dead  ringer  for  the  bull  m 
ket  of  the  1920s!  The  difference  v 
that  this  one  was  taking  three  tin 
as  long  and  was  going  three  times 
far,  but  the  velocity  was  the  sam 
That's  how  Gould  projected  that  t 
bull  market  would  end  in  1966, 
years  after  it  started.  The  rise  of  \ 
1920s  had  lasted  eight  years.  Tha 
also  how  he  concluded  the  correct! 
w  ould  take  eight  years  before  the  fii 
lows  would  be  reached.  The  19 
contraction  reached  its  nadir  in  a  ! 
tie  less  than  three  years. 

In  the  following  years,  Gould's  o 
er  data  confirmed  the  basic  para 
to  the  Twenties. 

Gould,  of  course,  is  not  infallit 
He  was  bullish  on  gold  when  i 
price  of  bullion  broke  sharply 
1975-76.  In  late  1973  he  had  lei) 
words  for  high-grade  bonds  and  : 
high-grade  utility  stocks.  Both  tool] 
shellacking  in  1974.  Still,  his  ovei 
record  is  excellent. 

What  is  his  new  Edson  Gould  Fu 
buying  now?  Energy  stocks  such 
Kerr-McGee,  Fluor,  Arco  and  Phillj 
Petroleum;  banking  and  insuranj 
Citicorp,  Manufacturers  Hanovi 
Travelers;  and  such  growth  stocks 
IBM,  Disney  and  Kresge. 

Gould  says  that  he  personally  has 
been  trading  in  stocks  since  the  194 
when  he  made  money  with  railrq 
securities.  "Owning  stocks  distraj 
you  from  what  you  are  doing." 

Gould  does  have  one  caveat  for  ] 
bullish  scenario— the  turmoil  in  the  . 
ternational  currency  markets.  "We 
not  out  of  the  woods  on  that."  Ai) 
thing  else  trouble  him?  "Yes," 
chuckles,  "Eliot  Janeway  [nieknami 
'Calamity  Jane']  is  also  bullish.  TY 
does  trouble  me."  ■ 
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Specific  advice  to  buy,  hold  or  sell,  along  with 
facts,  figures,  and  individual  analysis  for  each 
one  of  these  important  stocks  investors  have 
given  the  most  attention  to  this  past  year. 
This  list  includes  ATT,  ITT,  Exxon,  Kodak, 
Gen.  Motors,  RCA,  Polaroid, Gen.  Elec, 
Gulf,  and  Texaco. 

Retirement  Now 

If  you  are  thinking  about  easing  off,  or  you  have 
already  started  to,  you  might  be  particularly 
interested  in  this  Report.  United  has  picked  an  8 
issue  portfolio  designed  to  yield  $300  per  month 
income  now.  We  think  these  issues  not  only  give 
you  an  opportunity  for  higher  income,  but  capital 
gain  too,  with  reasonable  safety. 


Supervised  List 

Selections  for  1977 

United  chooses  this  closely  watched  tabulation 
of  Common  Stocks  for  a  variety  of  investment 
objectives.  And  while  nobody  can  avoid  risk, 
we  believe  this  list  offers  many  potentials  for 
profit.  It  includes  a  wide  spectrum  of  stocks 
ranging  from  speculations  for  the  venturesome 
to  top  quality  growth  stocks.  It  also  includes 
stocks  picked  for  liberal  income  and  profit. 

Retirement  Later 

The  prudent  business  men  and  women  of  today 
don't  wait  until  they  are  middle-aged  to  plan  for 
retirement.  This  Report  should  especially  interest 
those  people  starting  to  plan  now  for  the  future. 
Although  there  are  risks  invotved  in  any  investment. 
United  recommends  8  stocks  that  we  now  rate 
favorably  for  long-term  capital  growth. 
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Money  And  Investments 


Weep  Not  For  The 
Individual  Investor 

By  Robert  J.  Farrell 


for  many  years  a  popular  view  has 
been  that  the  individual  investor  is 
always  wrong,  selling  at  the  bottom 
and  buying  at  tops.  Nothing  could 
be  further  from  the  truth.  Individual 
investors,  whether  those  trading  in 
odd  lots  or  cash-account  round  lots, 
have  consistently  bought  at  bottoms 
and  sold  at  tops.  Institutional  inves- 
tors should  do  as  well— in  fact,  they 
are  the  new  odd-lotters. 

Since  1919  the  biggest  odd-lot  buy- 
ing has  occurred  at  major  market 
bottoms,  such  as  1921,  1938,  1946, 
1957,  1962,  1966  and  1970.  The  glar- 
ing exceptions,  of  course,  are  1932 
and  1974.  But  in  these  cases,  the  av- 
erage price  of  a  share  of  stock  on  the 
New  York  Stock  Exchange  got  so  low 
that  odd-lotters  could  have  done  their 
buying  in  round  lots. 

Market  Depressant 

We  have  evidence  from  the  Mer- 
rill Lynch  round-lot  cash-account 
sample  that  this  is  precisely  what  hap- 
pened in  1974.  This  sample  showed 
cash-account  round-lot  buying— the 
individual  investor— was  at  its  highest 
level  ever  in  1974,  reaching  its  peak 
level  near  the  market  low.  In  fact,  a 
close  inspection  of  the  Merrill  Lynch 
cash-account  sample  shows  that  in- 
dividuals bought  at  every  important 
bottom  in  the  last  12  years  and  sold 
at  each  significant  market  top.  Early 
in  1976  individual-investor  selling  was 
at  a  new  record  level  and  helped  re- 
tard further  market  progress  after 
that  time. 

As  of  now,  I  think  the  individual 
investor  is  returning  to  the  stock  mar- 
ket. My  case  is  that  he  is  so  liquidated 
after  many  years  of  selling  that  his 

Robert  J.  Farrell  is  a  vice  president  and 
manager  of  market  analysis  at  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc. 


"The  seeds  are  being  sown  [by  institutions] 
for  a  long  bull  market  " 


direct  equity  ownership  has  reached 
its  lowest  ebb  in  the  post- World  War 
II  period.  Consequently,  the  individ- 
ual investor  has  begun  a  bargain- 
hunting  process  in  weak  markets  that 
will  prove  to  be  the  beginnings  of 
a  reaccumulation  process  of  a  longer 
term  nature. 

It  already  is  yielding  results.  The 
bull  market  since  1974  has  been  tai- 
lored for  the  individual  investor.  The 
stocks  that  have  performed  best  are 
the  higher-yield  issues  and  the  sec- 
ond-tier issues  that  are  generally 
shunned  by  institutions.  A  check  of 
the  kinds  of  stocks  being  bought  in 
late  1974  by  individuals  showed  that 
their  interest  centered  on  both  these 
categories. 

Now  look  at  how  this  compares 
with  institutional  trends. 

First  of  all,  institutional  investors 
have  assumed  the  role  once  relegated 
to  the  odd-lotter,  that  is,  sell  low, 
buy  high.  For  years  now  institutions 
have  had  maximum  cash  levels  at 
market  bottoms  and  least  cash  levels 
at  market  tops.  In  other  words,  now 
that  institutions  dominate  the  market, 
they  are  the  new  public. 

Institutions  increasingly  are  becom- 
ing aware  of  what  this  means— that 
you  cannot  beat  the  market  when  you 
are  the  market.  Consequently,  new 
patterns  of  institutional  behavior  are 
emerging,  prompted  by  increasingly 
critical  clients. 

Aiming  For  The  Average 

As  one  consequence,  indexing 
(weighting  your  portfolio  so  it  will 
perform  in  line  with  some  broad 
market  index,  such  as  the  S&P's  500) 
is  on  the  ascendency.  Achieving  av- 
erage performance  (and  no  better) 
becomes  desirable  when  less  than  half 
of  institutional  investors  do  as  well  as 
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average  (the  last  few  years  th  has  f 
been  true) . 

I  think,  however,  that  incxing 
will  soon  decline  in  popularity,  ther  i 
because  the  stock  market  dc  ines  ' 
for  one  or  two  years  (in  whiclcase 
cash  or  bonds  would  have  beei  ref- 
erable to  index  funds),  or  the  road 
list  of  stocks  advances  to  a  g  ater 
degree  than  the  big  capitalutii 
stocks  that  dominate  the  indices 
latter,  I  think,  is  more  likely  snpl 
because  the  situation  shows  n<  5  of 
the  characteristics  that  lead  t(  long 
market  declines  ( overspecu.tion, 
tight  money  or  recession)  an  the 
broad  list  of  stocks  are  the  mos  vet- 
sold  and  underresearched  sto  in 
the  marketplace. 

Second-Tier  Issues 

However,  for  as  long  as  it  las,  in- 
dexing itself  will  likely  result  innore 
money  flowing  to  second-line  bi  nev- 
ertheless good-quality  stocks  that 
were  neglected  in  the  "top-tier"  inge 
of  1972-73.  Most  institutions  aeady 
own  most  of  the  big  capital,  ition 
stocks  in  excess  of  their  index  vight- 
ings,  which  means  increased  incxing 
should  redistribute  funds  towai  the 
second-tier  issues.  In  this  respi  in- 
stitutions will  be  imitating  wk  the 
individual  investor  has  done  for  ears. 

Another  trend  in  institutiona  port- 
folio management  is  to  put  mo  em- 
phasis on  yield  or  current  incom  This 
is  particularly  true  in  the  \  sion 
area,  where  income  plus  appn 
(total  return)  has  been  subsiuted 
for  growth  alone  due  to  the  isap- 
pointing  results  in  recent  year  rom 
the  growth  philosophy.  In  the  974- 
76  bull  market,  high-yield  stoe(  out- 
performed low-yield  stocks  on  tateL 
return  basis.  In  my  opinion,  th  wifl 
continue.  Here  again  the  tendi 
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institutions  to  put  more  weight  on 
yield  and  growth  of  dividends  is  a 
switch  by  the  institutions  to  what  in- 
dividual investors  have  emphasized 
for  some  time. 

Finally,  institutions  have  been 
largely  unsuccessful  in  employing 
market  timing  effectively.  Therefore, 
it  is  quite  probable  that  they  will 
gradually  shift  toward  some  variation 
of  past  formula-timing  approaches, 
which  stressed  selling  when  stocks 
rose  to  some  predetermined  level  of 
overvaluation  and  buying  at  some  lev- 
el of  undervaluation.  The  approaches 
were  designed  to  cope  with  broad- 
trading  swing  markets,  such  as  those 
which  occurred  in  the  1930s  and 
1940s. 


". . .  institutions  will  be 
imitating  what  the  individ- 
ual investor  has  done 
for  years/' 


These  formulas  suffered,  however, 
in  the  1950s  when  the  market  sus- 
tained a  long,  upward  cycle.  Many 
formula  followers  sold  early  because 
their  formula  timing  was  designed 
for  short  cycles,  and  they  subsequent- 
ly had  to  buy  back  at  higher  levels. 
The  repeated  failures  of  the  Dow 
Jones  average  to  move  decisively 
through  1000  since  1966,  the  fact 
that  the  following  two  bull  markets 
were  short  (1966-68  and  1970-72), 
and  the  fact  that  there  has  been  a 
pattern  of  short,  steep  advances  (six 
to  seven  months  maximum)  followed 
by  long  corrections  since  1968  is 
bound  to  bring  back  some  variations 
on  formula  timing.  Here  again  the 
tendency  will  be  for  institutions  to 
adopt  a  strategy  already  employed, 
perhaps  unconsciously,  by  individuals. 

What  does  it  all  mean?  It  strongly 
suggests  that  individuals  will  be  the 
chief  beneficiaries  of  this  changing  in- 
stitutional behavior.  The  seeds  are  be- 
ing sown  for  a  long  bull  market  that 
will  increasingly  focus  on  the  areas 
most  emphasized  by  individual  inves- 
tors. For  those  individual  investors 
who  recognize  these  changes  early, 
the  stock  market  could  be  rewarding 
indeed  in  the  next  few  years.  The  in- 
dividual investor  may  not  be  the  van- 
ishing species  many  have  judged  him 
to  be.  ■ 


Sparton's 

lidden 

assets 

Sparton  Corporation  is  a 
diversified  manufacturer  in  the  elec- 
tronics, automotive  and  automation 
fields  as  well  as  a  successful  domestic 
oil  and  gas  explorer.  Available  oil  and 
gas  depletion  benefits  reduce 
Sparton's  taxes  while  at  the  same  time 
the  Company  is  building  U.S.  reserves 
which  are  worth  substantially  more 
than  the  figure  at  which  they  are 
stated  on  the  Company's  books. 

Fiscal  1976  Sparton  sales  were  a 
record  S62.8  million.  Sparton  has 
consistently  paid  dividends  since  1963. 
with  increases  tripling  the  dividend 
during  the  last  ten  years.  Book  value 
per  share  at  September  30.  1976  was 
$14.37.  New  York  Stock  Exchange- 
Symbol:  SPA. 

Ask  your  broker  about  Sparton: 
or  write  for  more  information  to: 
John  J.  Smith.  President 


par  ton 
corporation 


2400  East  Ganson  Street 
Jackson.  Michigan  49202 
Phone:  (517)  784-9131 
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I     CONSOLIDATED  | 

NATURAL  GAS  | 

COMPANY  1 

30  Rockefeller  Plaza  f 

New  York,  N.Y.  10020  % 

Notice  of 

|    Increased  Dividend  | 

3       The  board  of  directors  = 

=     has  this  day  declared  Divi-  E 

=     dend    No.    116,    a    regular  = 

=     quarterly  dividend  of  Sixty-  3 

=     Two    and    One-Half    cents  r. 

3     (62V2^)    a    share    on    the  3 

E     common  stock  of  the  Com-  H 

3     pany,  payable  February  15,  5 

§     1977,    to    stockholders    of  I 

|  record  at  the  close  of  busi-  z 
s     ness  January  14,  1977. 

This    quarterly    dividend  3 

|     represents    an    increase    of  E 

s  6'/2^  a  share  over  the  pre-  3 
5     vious  rate  of  56<?. 

The  new  rate  will  mark  3 

3     the  twelfth  consecutive  year  3 

3     of  increased  dividends.  3 

W.  C.  Kronke,  I 

3                    Vice  President  and  5 

Chief  Financial  Officer  3 

5     December  14,  1976 
5iiimiiiiiiiiimiiiHHiiHMiiimmiiiiiiiiiiiiMiMiiir 


S,  JANARY  15.  1977 


103 


Money  And  Investments 


Market  Trend! 
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Weep  Not  For  The 
Individual  Investor 


By  Robert  J.  Farrell 


jf  or  many  years  a  popular  view  has 
been  that  the  individual  investor  is 
always  wrong,  selling  at  the  bottom 
and  buying  at  tops.  Nothing  could 
be  further  from  the  truth.  Individual 
investors,  whether  those  trading  in 
odd  lots  or  cash-account  round  lots, 
have  consistently  bought  at  bottoms 
and  sold  at  tops.  Institutional  inves- 
tors should  do  as  well— in  fact,  they 
are  the  new  odd-lotters. 

Since  1919  the  biggest  odd-lot  buy- 
ing has  occurred  at  major  market 
bottoms,  such  as  1921,  1938,  1946, 
1957,  1962,  1966  and  1970.  The  glar- 
ing exceptions,  of  course,  are  1932 
and  1974.  But  in  these  cases,  the  av- 
erage price  of  a  share  of  stock  on  the 
New  York  Stock  Exchange  got  so  low 
that  odd-lotters  could  have  done  their 
buying  in  round  lots. 

Market  Depressant 

We  have  evidence  from  the  Mer- 
rill Lynch  round-lot  cash-account 
sample  that  this  is  precisely  what  hap- 
pened in  1974.  This  sample  showed 
cash-account  round-lot  buying— the 
individual  investor— was  at  its  highest 
level  ever  in  1974,  reaching  its  peak 
level  near  the  market  low.  In  fact,  a 
close  inspection  of  the  Merrill  Lynch 
cash-account  sample  shows  that  in- 
dividuals bought  at  every  important 
bottom  in  the  last  12  years  and  sold 
at  each  significant  market  top.  Early 
in  1976  individual-investor  selling  was 
at  a  new  record  level  and  helped  re- 
tard further  market  progress  after 
that  time. 

As  of  now,  I  think  the  individual 
investor  is  returning  to  the  stock  mar- 
ket.. My  case  is  that  he  is  so  liquidated 
after  many  years  of  selling  that  his 

Robert  J.  Farrell  is  a  vice  president  and 
manager  of  market  analysis  at  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc. 


"The  seeds  are  being  sown  [by  institutions] 
for  a  long  bull  market. . . ." 


direct  equity  ownership  has  reached 
its  lowest  ebb  in  the  post- World  War 
II  period.  Consequently,  the  individ- 
ual investor  has  begun  a  bargain- 
hunting  process  in  weak  markets  that 
will  prove  to  be  the  beginnings  of 
a  reaccumulation  process  of  a  longer 
term  nature. 

It  already  is  yielding  results.  The 
bull  market  since  1974  has  been  tai- 
lored for  the  individual  investor.  The 
stocks  that  have  performed  best  are 
the  higher-yield  issues  and  the  sec- 
ond-tier issues  that  are  generally 
shunned  by  institutions.  A  check  of 
the  kinds  of  stocks  being  bought  in 
late  1974  by  individuals  showed  that 
their  interest  centered  on  both  these 
categories. 

Now  look  at  how  this  compares 
with  institutional  trends. 

First  of  all,  institutional  investors 
have  assumed  the  role  once  relegated 
to  the  odd-lotter,  that  is,  sell  low, 
buy  high.  For  years  now  institutions 
have  bad  maximum  cash  levels  at 
market  bottoms  and  least  cash  levels 
at  market  tops.  In  other  words,  now 
that  institutions  dominate  the  market, 
ihey  are  the  new  public. 

Institutions  increasingly  are  becom- 
ing aware  of  what  this  means— that 
you  cannot  beat  the  market  when  you 
are  the  market.  Consequently,  new 
patterns  of  institutional  behavior  are 
emerging,  prompted  by  increasingly 
critical  clients. 

Aiming  For  The  Average 

As  one  consequence,  indexing 
(weighting  your  portfolio  so  it  will 
perform  in  line  with  some  broad 
market  index,  such  as  the  S&P's  500) 
is  on  the  ascendency.  Achieving  av- 
erage performance  (and  no  better) 
becomes  desirable  when  less  than  half 
of  institutional  investors  do  as  well  as 


average  (the  last  few  years  this  ha 
been  true ) . 

I  think,  however,  that  indexin 
will  soon  decline  in  popularity,  eithcj 
because  the  stock  market  decline 
for  one  or  two  years  (in  which  caa 
cash  or  bonds  would  have  been  pre! 
erable  to  index  funds),  or  the  broal 
list  of  stocks  advances  to  a  greate 
degree  than  the  big  capitalizatioj 
stocks  that  dominate  the  indices.  TH 
latter,  I  think,  is  more  likely  simpll 
because  the  situation  shows  none  q 
the  characteristics  that  lead  to  Ion 
market  declines  ( overspeculatioit 
tight  money  or  recession)  and  th 
broad  list  of  stocks  are  the  most  ovej 
sold  and  underresearched  stocks  ij 
the  marketplace. 

Second-Tier  Issues 


However,  for  as  long  as  it  lasts,  ir 
dexing  itself  will  likely  result  in  moij 
money  flowing  to  second-line  but  ne\ 
ertheless  good-quality  stocks  thai 
were  neglected  in  the  "top-tier"  bingj 
of  1972-73.  Most  institutions  ahead 
own  most  of  the  big  capitalizatioi 
stocks  in  excess  of  their  index  weigh 
ings,  which  means  increased  indexin 
should  redistribute  funds  toward 
second-tier  issues.  In  this  respect, 
stitutions  will  be  imitating  what 
individual  investor  has  done  for  yean 

Another  trend  in  institutional  poi 
folio  management  is  to  put  more  em 
phasis  on  yield  or  current  income.  Thi 
is'  particularly  true  in  the  pension 
area,  where  income  plus  appreciation 
(total  return)  has  been  substitute! 
for  growth  alone  due  to  the  disar. 
pointing  results  in  recent  years  fror 
the  growth  philosophy.  In  the  197^ 
76  bull  market,  high-yield  stocks  oul 
performed  low-yield  stocks  on  a  tota 
return  basis.  In  my  opinion,  this  wii 
continue.  Here  again  the  tendency  b 
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WHICH 

>  LOADS 

(no  broker  lee) 

XPECTED  TO  PERFORM 
IN  THE  YEAR  AHEAD? 


FUND  GUIDE  is  an  advisory  service 
;  you  what  it  thinks  and  why.  No 

ISSUE  contains  24  pages  of  forecasts, 
larts,  risk  ratios  &  strength  studies  on 
elieved  to  be  the  nation's  top  NO-LOAD 
fee)  funds.  Aggressive,  Growth,  Quality, 
n  and  Special  Situation  Funds  (gold, 
nstant  switch  funds)  are  all  covered. 

NO-LOADS  are  now  leading  the 
i  each  classification. 

SPECIAL  $1  OFFER 

l  you  immediately  by  return  mail 
rent  issue  Reg.  $3.50 

is  report  No  Load  vs.  Load  Reg.  $2.50 
ply  mail  this  ad  and  $1  to 
VTH  FUND  RESEARCH,  INC. 
;pt.  F12B  P.O.  Box  2109 

Yreka,  Calif.  96097 

:ion  cannot  be  assigned  without  your  consent 


ORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


-ASSIFIED 
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every  month, 

ook  for  it  in 
9  upcoming 
i  issue. 

>r  rates  and  other 
information  on 
RBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 

BES:  CAPITALIST  TOOL 


institutions  to  put  more  weight  on 
yield  and  growth  of  dividends  is  a 
switch  by  the  institutions  to  what  in- 
dividual investors  have  emphasized 
for  some  time. 

Finally,  institutions  have  been 
largely  unsuccessful  in  employing 
market  timing  effectively.  Therefore, 
it  is  quite  probable  that  they  will 
gradually  shift  toward  some  variation 
of  past  formula-timing  approaches, 
which  stressed  selling  when  stocks 
rose  to  some  predetermined  level  of 
overvaluation  and  buying  at  some  lev- 
el of  undervaluation.  The  approaches 
were  designed  to  cope  with  broad- 
trading  swing  markets,  such  as  those 
which  occurred  in  the  1930s  and 
1940s. 


". . .  institutions  will  be 
imitating  what  the  individ- 
ual investor  has  done 
for  years." 


These  formulas  suffered,  however, 
in  the  1950s  when  the  market  sus- 
tained a  long,  upward  cycle.  Many 
formula  followers  sold  early  because 
their  formula  timing  was  designed 
for  short  cycles,  and  they  subsequent- 
ly had  to  buy  back  at  higher  levels. 
The  repeated  failures  of  the  Dow 
Jones  average  to  move  decisively 
through  1000  since  1966,  the  fact 
that  the  following  two  bull  markets 
were  short  (1966-68  and  1970-72), 
and  the  fact  that  there  has  been  a 
pattern  of  short,  steep  advances  (six 
to  seven  months  maximum)  followed 
by  long  corrections  since  1968  is 
bound  to  bring  back  some  variations 
on  formula  timing.  Here  again  the 
tendency  will  be  for  institutions  to 
adopt  a  strategy  already  employed, 
perhaps  unconsciously,  by  individuals. 

What  does  it  all  mean?  It  strongly 
suggests  that  individuals  will  be  the 
chief  beneficiaries  of  this  changing  in- 
stitutional behavior.  The  seeds  are  be- 
ing sown  for  a  long  bull  market  that 
will  increasingly  focus  on  the  areas 
most  emphasized  by  individual  inves- 
tors. For  those  individual  investors 
who  recognize  these  changes  early, 
the  stock  market  could  be  rewarding 
indeed  in  the  next  few  years.  The  in- 
dividual investor  may  not  be  the  van- 
ishing species  many  have  judged  him 
to  be.  ■ 


Sparton's 

^  idden 

assets 

Sparton  Corporation  is  a 
diversified  manufacturer  in  the  elec- 
tronics, automotive  and  automation 
fields  as  well  as  a  successful  domestic 
oil  and  gas  explorer.  Available  oil  and 
gas  depletion  benefits  reduce 
Sparton's  taxes  while  at  the  same  time 
the  Company  is  building  U.S.  resen  es 
which  are  worth  substantially  more 
than  the  figure  at  which  they  are 
stated  on  the  Company's  books. 

Fiscal  1976  Sparton  sales  were  a 
record  $62.8  million.  Sparton  has 
consistently  paid  dividends  since  1963. 
with  increases  tripling  the  dividend 
during  the  last  ten  years.  Book  value 
per  share  at  September  30.  1976  was 
$14.37  New  York  Stock  Exchaniic- 
Symbol:  SPA. 

Ask  your  broker  about  Sparton: 
or  write  for  more  information  to: 
John  J.  Smith.  President 


par  ton 
corporation 


2400  East  Ganson  Street 
Jackson.  Michigan  49202 
Phone:  (517)784-9131 
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CONSOLIDATED  \ 

NATURAL  GAS  j 

COMPANY  § 

30  Rockefeller  Plaza  f 

New  York,  N.Y.  10020  | 

Notice  of 

|    Increased  Dividend  § 

=       The  board  of  directors  = 

1     has  this  day  declared  Divi-  | 

|     dend    No.    1 16,    a    regular  | 

s     quarterly  dividend  of  Sixty-  5 

5     Two    and    One-Half    cents  | 

H     (62V2?1)    a    share    on    the  H 

z     common  stock  of  the  Com-  Ej 

5     pany,  payable  February  IS,  H 

=     1977,    to    stockholders    of  = 

=  record  at  the  close  of  busi-  z 
3     ness  January  14,  1977. 

This    quarterly    dividend  = 

5     represents    an    increase    of  = 

5  6V2?1  a  share  over  the  pre-  = 
5     vious  rate  of  56(*. 

The  new  rate  will  mark  = 

5  the  twelfth  consecutive  year  = 
3     of  increased  dividends. 

W.  C.  Kronke.  = 

Vice  President  and  E 

2S               Chief  Financial  Officer  z 

|     December  14,  1976 

niiiiiiiiniiiiiiiiiiiiiiiiiiiiiiitiiiiiiiiiiiiiiiiiiiiiniin 


JANUARY  15.  1977 


103 


Forbes 


FORBES  CLASSIFIED  appears  on  the  pre- 
ceding pages  in  the  first  issue  of  every 
month.  Look  for  it  in  the  upcoming  issue. 


Editorial  Index   Companies  covered  in  news  stories  and  by  the  columnists  in  this  issue 


Advanced  Memory  Systems    67 

Agriservices    68 

Alcoa    41 

Allen  &  Co    57 

American  Can    80 

American  Petrofina    88 

AT&T    80 

Anametrics    98 

Arvln    82 

A»arco   80,  133 

Ave*  Corp    78 

Bally  Mfs  Corp    57 

British  Petroleum    80 

Cities  Service    88 

Cleveland  Electric  Illuminating    78 

Coca-Cola   27,  80 

Colonial  Pcnn  Group    82 

Combined  Communications    64 

Continental  Illinois  National  Bank  58 

Data  General    66 

EMI,    Ltd    31 

Edson  Gould  Fund    98 


Elcobar    10 

Emhart    82 

Exxon   88 

Federal  Financial  of  Minneapolis  ..  34 

Ford  Motor   80,  82 

General  Electric   31,  32 

General  Motors   80,  82 

Getty  Oil    88 

Glenmede  Trust  Co    50 

Gould  Inc   17,  82 

Gulf  Oil    90 

Harris  Trust  &  Savings    28 

Harrod's    24 

Heublein    82 

Hilton  Hotels  Corp    59 

Houston  Lighting  &  Power    74 

Hyatt  Corp    15 

Ingersoll-Rand    82 

Intel  Corp    31 

IBM   27.  30,  31,  80.  82 

International  Telephone  & 
Telegraph    31 


Kennecott  Copper   33.  80 

S.S.  Kresge   55,  82 

Lehman    Bros   24 

Libbey- Owens- Ford    10 

Matsushita    31 

Mead  Corp   30,  80 

Mercantile  Bank  of  Dallas    64 

Mesa  Petroleum    86 

Metro-Goldwyn-Mayer    59 

Metromedia    64 

Minnesota  Mining  &  Mfg    64 

Montgomery  Ward    55 

North  American  Philips    80 

PPG   Inds   10.  80 

Paine.  Webber,  Jackson  &  Curtis  ...  28 

J.C.   Penney    55 

Pennzoil    88 

People's  Gallery/Mall  Graphics    64 

Phelps  Dodge    80 

Philip  Morris    82 

Philips  Inds    72 

Philips  N.V   31 


Putnam  Management   

RCA  

Reynolds  Metals   

Rouse  Co   

Royal  Dutch   

Sears,  Roebuck   

Shearson  Hayden  Stone   

Shell  Oil   

Siemens,  AG   

Singer   „ 

Sperry  Rand   

Sun  Co   

T|  Corp   

Tesoro  Petroleum   

Texasgulf   

Tyler  Corp   

Union  Oil  of  Calif   

United  Financial  Corp   

Utah  International   

Wells  Fargo  Investment  Advisers  . 

Westinghouse  Electric   

Xerox   


Index  of  Advertisers 

□  Indicated  below  are  advertisers  who  will  make  information  available  to  Forbes  readers  as  stated  in  their  advertisements.  Adve 
tisers  designated  with  an  asterisk     will  provide  information  only  on  requests  including  company  name  and  job  title. 


>;;<  ALEXANDER  &  ALEXANDER  INC   3 

Agency:  The  C.T.  Clyne  Company,  Inc. 


DREYFUS  TAX  EXEMPT  BOND 

FUND,  INC   81 

Agency:  Rapp,  Collins,  Inc. 


□  HARRISON  PUBLISHING  CO.  I 

Agency:  Publishers  Advertising  Ageni 


AMERICAN  TELEPHONE  & 

TELEGRAPH  CO   49 

Agency:  N.W.  Ayer  ABH  International 


ASHLAND  OIL  INC   19 

Agency:  Marsteller  Inc. 


BABCOCK  &  WILCOX    65 

Agency:  Marsteller  Inc. 


BARRON'S    15 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


*  BUTLER  MFG.  CO   54 

Agency:  Valentine-Radford,  Inc. 


CHAMPION  INTERNATIONAL 
CORPORATION    69 

Agency:  Benton  &  Bowles,  Inc. 


CHEMICAL  BANK   Back  Cover 

Agency:  Marsteller  Inc. 


EASTMAN  KODAK  COMPANY  36-37 

Agency:  J.  Walter  Thompson  Company 


FIDELITY  GROUP   47 

Agency:  Quinn  &  Johnson,  Inc. 


THE  FIRST  NATIONAL  BANK 

OF  CHICAGO  12-13 

Agency:  Foote,  Cone  &  Belding 
Advertising,  Inc. 


FORBES  MAGAZINE   94-95 


GENERAL  MOTORS  CORPORATION 
CHEVROLET  MOTOR  DIVISION  35 

Agency:  Campbell  Ewald  Company 


GENERAL  MOTORS  CORPORATION 
OLDSMOBILE  DIVISION  Third  Cover 

Agency:  Leo  Burnett  Company  of 
Michigan,  Inc. 


GENERAL  MOTORS  CORPORATION 
PONTIAC  MOTOR  DIVISION   51 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 


□  HOSPITAL  CORPORATION  OF 

AMERICA   

Agency:  Holder-Kennedy  &  Co.,  Inc. 


IOWA  POWER  AND  LIGHT  COMPANY  II 

Agency:  Fultz,  LaCasse  &  Associates, 
Inc. 


IRVING  TRUST  COMPANY   

Agency:  J.  Walter  Thompson  Compal 


□  KIDDER  PEABODY  &  CO- 
INCORPORATED   

Agency:  Conahay  &  Lyon,  Inc. 


KOBRAND  CORPORATION 
(BEEFEATER  GIN)   

Agency:  Carl  Ally  Inc.,  Advertising 


□  LONE  STAR  INDUSTRIES   

Agency:  J.  Walter  Thompson  Compa 


COLLIER  BOOK  CORPORATION  14 

Agency:  Response 


GESELLSCHAFT  FUR 
WIRTSCHAFTSFORDERUNG  IN 
NORDRHEIN-WESTFALEN  mbH    9 

Agency:  Publicitas  GMBH 


MARKO  ENTERPRISES   

Agency:  Peter  Hammond  Advertising, 
Inc. 


□  COMMERCIAL  FINANCING 
CONSULTANTS   


□  W.R.  GRACE  &  CO   73 

105  Agency:  Albert  Frank-Guenther  Law, 

Inc. 


MERCEDES-BENZ  OF 
NORTH  AMERICA,  INC.  Second  Cover  & 

Agency:  Ogilvy  &  Mather  Inc. 


CONSOLIDATED  NATURAL  GAS 
COMPANY    103 

Agency:  Albert  Frank-Guenther  Law. 
Inc. 


DE  BEERS  CONSOLIDATED  MINES, 

LTD  70-71 

Agency:  N.W.  Ayer  ABH  International 


THE  GREYHOUND  CORPORATION  84-85 

Agency:  Grey-North  Inc. 


GROWTH  FUND  RESEARCH,  INC.  103 

Agency:  Leland  Hill  Advertising 


□  HARRIS  CORPORATION    86 

Agency:  Edward  Howard  &  Co. 


□  MERRILL  LYNCH  PIERCE  FENNER  & 
SMITH  INC.    & 

Agency:  Ogilvy  &  Mather  Inc. 


□  JOHN  NUVEEN  &  CO. 

INCORPORATED   

Agency:  Doremus  &  Company 


104 


FORBES,  JANUARY  15,  19i 


Consecutive  dividend 
payments  since  1909 


louua  pouueR 


QUARTERLY  DIVIDEND 
INCREASED 

to  521/2<t  per  common  share 
(Formerly  50<t  per  share) 

A  quarterly  dividend  at  the 
increased  rate  of  521/2<t  per 
common  share  has  been  de- 
clared payable  February  4, 
1977  to  stockholders  of  rec- 
ord January  7,  1977. 
Regular  quarterly  dividends 
on  all  preferred  stock  will  be 
payable  January  1,  1977  to 
holders  of  record  December 
3,  1976.  Mark  w  Putney 

Senior  Vice  President 

Iowa  Power  and  Light  Company 

666  Grand  Avenue 
Des  Moines,  Iowa  50303 


lead  these  testimonials 
bout  CU$lbM£R  CARP? 

America's  top  line  of 
business  greeting  cards 


"My  sales  are  25%  over  quota 
thanks  to  your  cards!" 

Richard  Fiora  -  Rocky  Hill,  Ct 
"These  cards  are  credited 
with  making  me  an  addi- 
tional $10,000  a  year!" 
Tom  Westpheling  -  Fulton,  Ky 
"Thanks  to  your  cards,  I  was 
able  to  close  a  $25,000  sale'" 
Tom  Carson  -  Lynchburg.  Va 

X)  cards  available  in  FREE  catalog 

HARRISON  PUBLISHING  CO. 

EPT  AA  •  BOX  3079  •  ASHEVILLE.  N  C  28802 
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maximum 
protection 


the 
Capitalist 

Tool 
umbrella 


Keep  dry  in  the  wettest  weather  with 
this  handsome,  sturdy  Jumbo  umbrella. 
"Capitalist  Tool"  appears  tastefully  in 
red  on  the  oversized,  deep  blue, 
double-ribbed,  nylon  canopy.  Heavy 
wood  shaft  and  Prince  of  Wales  handle. 
Not  available  in  stores.  Price:  $20  (in- 
cludes shipping  and  handling). 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 

Please  send  me  Capitalist  Tool 

Umbrellas  for  $20.00  each.  I'd  also  like 
-Capitalist  Tool  neckties  at  $10  00 


apiece.  Enclosed  is  my  check  or  money 
order.  Allow  4  weeks  for  delivery. 


Name. 


Address. 
City  


State. 


-Zip- 


WORK  IN  THE 
PARK  INSTEAD 
OF  THE  JUNGLE. 


Considering  getting  away  from  the  problems 
associated  with  many  traditional  business  and 
industrial  locations?  Here's  something  to  consider 

The  office/industrial  park  at  Miami  Lakes,  Ra. 

A  few  minutes  from  Miami  Int'l  Airport, 
between  Oade  and  Broward  Counties,  right  next 
to  the  largest  labor  force  in  South  Florida.  An 
established  community,  widely  regarded  as  one 
of  the  most  beautiful  and  carefully  planned  in  the 
Sun  Belt  Over  50  companies, including  branches 
of  major  corporations,  call  Miami  Lakes  home. 

For  a  brochure  call  or  write  David  Van  Daam. 

Miami  Lakes  Property  Inc.,  Reg.  Real  Estate  broker. 


[ill 


MIAMIIIAKKS 

14340  N.W.  60  Ave.,  Miami  Lakes,  Ra.  33014 
(305)821-1130. 


-FINANCING- 

•  For  business  expansion,  industrial,  commercial — 
including  land  acquisition,  building  construction  and 
equipment  •  Pollution  control  correction  •  Hospitals, 
hotels  •  Machine  shop  expansion  •  Agricultural 
processing  facilities. 

Principal*  on/v-write  details 
Mr.  Bernard  (714-595-7673) 
Commercial  Financing  Consultants 
2102  North  Arrowhead,  Ste.  A 
San  Bernardino,  Calif.  92405 
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An  ounce  of  application  is  worth 
a  ton  of  abstraction. 
Booker  T.  Washington 


I  have  begun  several  times 
many  things,  and  I  have  often 
succeeded  at  last. 
Benjamin  Disraeli 


Doing  easily  what  others  find 
difficult  is  talent; 
doing  what  is  impossible 
for  talent  is  genius. 
Henri-Frederic  Amiel 


Any  jackass  can  kick  down  a  barn 
but  it  takes  a  good  carpenter 
to  build  one. 
Sam  Rayhurn 


Genius  is  the  capacity 
of  evading  hard  work. 
Elbert  Hubbard 


Every  man  who  observes  vigilantly, 
and  resolves  steadfastly, 
grows  unconsciously  into  genius. 
Edward  Bulwer-Lytton 


Perseverance  and  audacity 
generally  win. 
Dorothee  Luzy 


If  one  listens  to  the  faintest 
but  constant  suggestions  of 
his  genius,  which  are  certainly 
true,  he  sees  not  to  what  extremes, 
or  even  insanity,  it  may  lead  him; 
and  yet  that  way,  as  he  grows 
more  resolute  and  faithful, 
his  road  lies. 
Henry  David  Thoreau 


If  life  is  not  intoxicating, 
it's  nothing. 
Life  is  burn— or  rot. 
Saul  Bellow 


Act  with  a  determination 
not  to  be  turned  aside  by  thoughts 
of  the  past  and  fears  of  the  future. 
Robert  E.  Lee 


A  stout  man's  heart  breaks  bad  luck. 
Miguel  de  Cervantes 


It  has  been  said  that  the 
difference  between  a  thoroughbred 
horse  and  a  scrub  is  that  a  scrub 
goes  until  it  can't  go  another 
mile,  whereas  the  thoroughbred 
goes  until  it  can't  go  another  mile— 
and  then  goes  that  other  mile. 
The  rich  rewards  of  tomorroiv  come, 
not  to  those  who  wilt,  not  to 
those  who  show  the  white  feather, 
but  to  those  who  have  faith  and 
vision  and  confidence  enough  to 
buck  the  tide,  to  grit  their  teeth 
and  forge  unswervingly  ahead,. 
Winners  prove  to  be  those  with  the 
manhood,  the  fortitude  to  say,  "Damn 
the  torpedoes,  full  steam  ahead." 
B.C.  Forbes 


Tis  known  by  the  name  of 
perseverance  in  a  good  cause, 
and  obstinacy  in  a  bad  one. 
Laurence  Sterne 


Whoever  perseveres  will  be  crowned. 
Johann  Herder 


The  year  ahead  may  be 
a  trying  year— keep  trying! 
Arnold  Glasow 


When  it  comes  to  winning, 
you  need  the  skill  and  the  will. 
Frank  Tyger 


Lack  of  will  power  and  drive 
cause  more  failure  than  lack  of 
imagination  and  ability. 
Denis  Mahoney 


A  strong  imagination 
begetteth  opportunity. 
Michel  de  Montaigne 


Genius  is  fostered  by  industry. 
Cicero 


Consistency  is  the  last  refuge 
of  the  unimaginative. 
Oscar  Wilde 


Everybody  wants  more  good  things. 

more  good  times.  But  few  want 

more  responsibility,  worry, 

long  hours,  heartaches. 

The  majority  cannot  stand  the  pace 

that  success  demands. 

William  Feather 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text 


Sent  in  by  Arnold  D.  Swanson,  St. 
Paul,  Minn.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts  on 
the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


Be  ye  strong  therefore,  and  let  n\ 
your  hands  be  weak;  for  your  wo\ 
shall  be  rewarded. 
II  Chronicles  15:7 
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can't  tell  the  seven  sisters  apart? 

we're  the  one  with  extra  dimension 


One  of  the  seven  largest  international 
oil  companies.  But  more  than  that. 

The  right  diet  of  investments  in  recent 
years  has  filled  us  out.  Made  us  a 
balanced,  diversified  energy  company. 
With  the  flexibility  to  move  ahead  in  the 
United  States  as  well  as  abroad.  In 
petroleum.  Or  in  other  businesses. 

Our  diversifications,  begun  in  the  '60s, 
are  now  rounded  out.  Container 


Corporation  of  America,  the  nation's 
leading  maker  of  paperboard 
packaging.  Montgomery  Ward.  Mobil 
Chemical,  grown  to  a  billion  dollar 
business.  Among  other  virtues,  it's 
America's  iargest  manufacturer  of 
disposable  plastic  products. 

Sure,  we're  still  big  abroad.  With 
substantial  shares  in  the  North  Sea's 
oil  field  and  the  huge  Arun  gas 


field  in  Indonesia.  Both  Mobil  discoverie 
And  we're  working  closely  with  Saudi 
Arabia  on  a  number  of  major  projects. 

But  we're  even  stronger  in  the  U.S. 
Where  our  diversifications  are 
centered.  Where  our  petroleum 
production  in  the  Gulf  of  Mexico  is 
growing.  Especially  natural  gas. 

So  forgive  us,  sisters,  if  we  think  we're 
special. 


Mobil 


On  Ocracoke  Island  the 
"oast  Guard  used  to  be  the 
telephone  company. 


Today,  telephone  service  to 
Ocracoke  Island  is  provided 
through  a  radio  relay  tower  by 
Carolina  Telephone,  a  member  of 
the  United  Telephone  System. 
But  before  Carolina  Telephone 
arrived,  the  Coast  Guard  was  the 
only  communications  link 
between  the  outside  world  and 
the  small  island  community 
about  20  miles  off  the  North 
Carolina  mainland. 

Providing  innovative  and 
specialized  service  to  meet  the 
communications  needs  of  all 
people  has  long  been  a  policy  of 
United  Telecom. 

We  operate  United 
Telephone,  America  s  3rd  largest 
telephone  system.  Every  day  we 
help  millions  of  people  in  nearly 
3,000  communities  in  21  states 
talk  with  each  other. 

At  United  Telecom  our  job  is 
bringing  fast,  economical 
communications  to  people 
everywhere,  even  to  those  who 
live  on  islands. 


United  Telecom 

United  Telecommunications.  Inc  HHH 

We  operate  the  United  Telephone 
System,  America  s  3rd  largest. 


icoke  Island  is  one  of  the  most  unusual  telephone  service  areas  in  the  United 
phone  System.  Situated  in  the  Atlantic  off  North  Carolina,  it  once  hosted  the 
e  Blackbeard  and  the  colonists  led  by  Sir  Walter  Raleigh. 


xommunications.  Inc  .  P.O.  Box  IBIS,  Plaza  Station.  Kansas  City.  Missouri  64112  United  Telecom  companies  United  Telephone 
tited  Computing  Systems  North  Electric  Company  New  York  Slock  Exchange  Symbol  IT  Newspaper  listing  I'niTel 


ORBES  CONTENTS 


February  1, 1977,  Volume  119,  Numbed 


Features 


Editorial  Company  Index 


Page  89 


Cover  Story 

37    Wall  Street:  The  Bond  Game 

Last  year  it  was  the  best  game  in  town', 
but  it's  sure  to  turn  sour  one  day. 


21  Bankruptcy:  The  Costs  Are  High 

The  legal  costs,  that  is— as  W.T.  Grant's 
creditors  are  learning  fast. 

22  Government  And  Business:  Hard  To  Mix 

Lots  of  government  work  could  be  done 
cheaper  outside— at  the  cost  of  union  jobs. 

23  Aviation:  The  Route  Cesspool 

Delta  won,  then  lost,  its  bid  to  fly  from 
Atlanta  to  London.  Will  Carter  change  it? 

24  Oil:  Standard  Of  California 

What's  its  most  important  asset  these 
days?  Being  beautifully  positioned. 

25  Cheap  Stocks:  For  Less  Than  $2 

The  woods  are  full  of  them,  but  don't 
sneer.  There  are  opportunities  there. 

31  Natural  Gas:  Panhandle  Eastern 

What?  A  gas  pipeliner  that's  expanding? 

32  Electric  Power:  Bonneville  Revisited 

It  expects  to  run  short  of  power  soon, 
with  some  very  painful  consequences. 


Page  37 


Page  52 


Page  61 


34  U.S.  Flag  Ships:  There  Are  Some 

And  OSG  makes  a  bundle  running  th 

35  Land:  A  New  Way  To  Buy 

The  return  is  low,  but  the  sponsors 
betting  their  new  land  fund  will  sell. 

47    Groceries:  Super  Valu  Shows  How 

That  is,  how  little  guys  can  beat 
chains.  With  sketches  of  three  men  v 
made  it  with  Super  Valu's  help. 

52    Real  Estate:  Europe  Discovers  Texas 

In  fact,  Europeans  are  scaring  some  1 
ans  out  of  bidding  for  Houston  real  est 

55  Louisiana-Pacific:  Tough  Road 

If  you  try  to  do  a  lot,  you  run  the  risk 

making  a  lot  of  mistakes. 

56  The  Money  Men:  Ruane  Of  Sequoia  F« 

He  tells  his  shareholders  he's  not  as  sn) 
as  he  seems.  That  makes  him  pretty  sm 

58    Executive's  Progress:  New  Man  At  PI 

By  going  outside  for  a  successor,  curr 
Pennsylvania  Power  boss  Jack  Busby  I 
being  quite  an  innovator  himself. 

61    Trucking:  Leaseway's  Way 

It  isn't  the  only  way  to  success  in  its 
dustry,  but  it  does  well  by  Leaseway. 

64    Shipping:  U.S.  Lines 

It  has  fascinated— and  frustrated— Wa 
Kidde's  Fred  Sullivan  for  nearly  a  deca 


Faces  Behind  The  Figures 

66  John  D.  deButts  67 

(American  Telephone  &  Telegraph) 

67  Philip  E.  Beekman  68 

(Seagram  Co.) 


Bruce  K.  MacLaury  68    Frederick  Stoever 

(Brookings  Institution)  (Stoever  Glass  &  Co.) 

Alberto  Togni 

(Swiss  Banking  Corp.) 


Money  And  Investments 

The  Columnists 

71    The  Economy:  The  Quality  Of  Earnings 

With  chart  on  "cash  flow"  earnings. 

72    Ben  Weberman 

75    Heinz  H.  Biel 

84    The  Funds 

76    Peter  G.  Banzhaf 

How  Waddell  &  Reed  stays  healthy  de- 

78   Stanley  W.  Angrist 

spite  a  bankrupt  parent  company. 

80    Richard  B.  Hoey 

Departments 

6    Side  Lines  12    Readers  Say  19    Other  Comments 

9    Trends  &  Tangents  17    Fact  and  Comment  90  Thoughts 


PHOTO  AND  ART  CREDITS:  Bettmann,  p.  21;  U.  S.  Army  Corps  of  Engineers,  p.  32;  Mark  Kozlowski,  p.  34  foreground;  Jerry  Frank,  pp.  37, 
39,  40,  56,  67  top,  68  bottom;  Dan  Wynn,  p.  42;  Art  Reynolds,  p.  48;  Ron  Ryback,  p.  49  top;  Tim  Carlson,  pp.  49  bottom,  67  bottom;  DeWys,  p. 
53;  Jim  Olive,  p.  54;  Dan  McCoy/Black  Star,  p.  64.  Drawing  by  Robert  Grossmann,  p.  25.  Charts  by  Pete  DiGeorge,  pp.  41,  71.  COVER  PHC 

Dan  Wynn. 

  ,  ,  

Forbes  is  published  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y.  10011.  Second-class  postage  paid  at  Post  Office,  New  Y 
and  at  additional  mailing  offices.  Subscription  $18  one  year  U.S.A.  Copyright  ©  1977  Forbes  Inc. 


2 


FORBES,  FEBRUARY  1,  I 


eastire 

in  to  have  (or  improvise)  a  personal  darkroom 
:  a  winter's  evening  can  pass  all  too  quickly 

making  the  ideal  print  from  a  shot  that  came 
it  the  way  you  wanted  it.  Ask  a  photo  retailer 

our  Kodeword  recordings.  Select  the  one  you 
and  play  it  in  the  darkroom.  It  talks  you 
intly  through  the  steps  with  musical  interludes 
ime  the  working  of  the  solutions. 


Business 


This  is  the  new  Kodak  Royalprint  processor. 
When  we  connect  it  to  the  hot  and  cold  water,  sewer, 
and  power  lines  in  a  business  or  professional 
establishment,  the  feeling  of  wet-fingered  accom- 
plishment is  sacrificed— lost. 

Gained,  though,  are  the  bucks  that  go  down  the 
drain  along  with  the  wash  water  when  people  are 
paid  to  dunk,  dunk,  dunk  again,  wash,  dry,  sort,  and 
fuss  in  the  traditional  way  that  often  upsets 
comptrollers  who  get  inquisitive  about  photography. 
Dept.  55F,  Kodak,  Rochester,  N.Y.  14650  can 
arrange  to  inform  you  fully  about  this  processor  that 
takes  55  seconds  to  change  an  8"  x  10"  sheet  of 
exposed  photographic  paper  into  a  dry  print  of 
optimum  stability.  It's  part  of  a  grand  strategy  to 
insure  film,  our  major  product,  of  a  bigger  future  than 
even  its  long-running,  high-impact  past. 


This  announcement  h  under  no  thrum  r/unrt  i  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  bit)  ail)  of  theie  securities 

The  offering  is  made  Ol/l)  b)  the  Pro  (pectus. 


NEW  ISSUE  _  January  12.  1977 


OG&E 


ELECTRIC  SERVICE 

3,936,981  Shares 


Oklahoma     Electric  Company 


Common  Stock 

(Par  Value  $2.50  Per  Share) 


The  Compart)  is  offering  to  the  holders  of  its  Common  Stock  the  right  to  subscribe  for  Common  Stock  on 
the  basis  of  ONE  share  for  each  FIVE  shares  of  Common  Stock  held  of  record  at  the  close  of  business  on 
January  1 1,  1977,  at  the  Subscription  Price  and  on  the  terms  as  more  fully  set  forth  in  the  Prospectus 

The  Subscription  Offer  will  expire  at  4:00  P.M.,  Central  Standard  Time,  on  January  27,  1977.  Rights  will  cease  to  be  traded 
at  the  close  of  business  on  the  New  York  Stock  Exchange  and  the  Pacific  Stock  Exchange  on  January  26,  1977. 


Subscription  Price  $17.50  Per  Share 


The  Underwriters  have  agreed,  subject  to  certain  conditions,  to  purchase  any  unsubscribed  shares  and,  both  during 
and  following  the  subscription  period,  may  offer  shares  of  Common  Stock  as  set  forth  in  the  Prospectus 

Copies  of  the  Prospectus  ma)  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
only  such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lau  fully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  8C  Smith 

Incorporated 

Bache  Halsey  Stuart  Inc.  Blyth  Eastman  Dillon  &.  Co.  Dillon,  Read  &  Co.  Inc.  Hornblower  8C  Weeks-Hemphill,  Noye 

Incorporated  Incorporated 

E.  F.  Hutton  8C  Company  Inc.  Kidder,  Peabody  &  Co.  Kuhn,  Loeb  8C  Co.  Lazard  Freres  8C  Co.  Lehman  Brother! 

Incorporated  Incorporated 

Loeb  Rhoades  &  Co.  Inc.  Paine,  Webber,  Jackson  8C  Curtis  Reynolds  Securities  Inc.  Salomon  Brothers 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  8i  Co 

Incorporated  Incorporated  Incorporated 

Bear,  Stearns  8C  Co.  L.  F.  Rothschild  8i  Co.  Shearson  Hayden  Stone  Inc.  Warburg  Paribas  Becker  Inq 

Alex.  Brown  8C  Sons  Shields  Model  Roland  Securities  Thomson  McKinnon  Securities  Inc.  ABD  Securities  Corporation! 

Incorporated 

Advest,  Inc.  A.  E.  Ames  &.  Co.  Robert  W.  Baird  &  Co.  Basle  Securities  Corporation  Bateman  Eichler,  Hill  Richards 

Incorporated  Incorporated  Incorporated 

Willi  am  Blair  &  Company        Dain,  Kalman  &  Quail  Daiwa  Securities  America  Inc.        Dominion  Securities  Harris      Partners  Inc^ 

Incorporated 

F.  Eberstadt  &  Co.,  Inc.  A.  G.  Edwards  8C  Sons,  Inc.  Eppler,  Guerin  &  Turner,  Inc.  EuroPartners  Securities  Corporation^ 
Faulkner,  Dawkins  &  Sullivan,  Inc.                Klcinwort,  Benson  Ladenburg,  Thalmann  8C  Co.  Inc.  McDonald  &  Conipanjj 

Incorporated 

McLeod,  Young,  Weir,         Moseley,  Hallgarten  8C  Estabrook  Inc.  New  Court  Securities  Corporation         The  Nikko  Securities  Co* 

Incorporated  International,  Inc. 

Nomura  Securities  International,  Inc.  Piper,  Jaffray  SC  Hopwood  Prescott,  Ball  8C  Turben  R.  W.  Pressprich  8C  Co- 

Incorporated  Incorporated 

Rauscher  Pierce  Securities  Corporation  The  Robinson-Humphrey  Company,  Inc.  Rotan  Mosle  Inc 

SoGen-Swiss  International  Corporation         Stifel,  Nicolaus  &.  Company       Spencer  Trask  &  Co.       Tucker,  Anthony  &  R.  L.  Day,  Inc 

I  ncorporated  Incorporated 

Wood  Gundy  Wood,  Struthers  &  Winthrop  Inc.  Yamaichi  International  (America),  Inc 


STANLEY 
WORKS! 

ie  Stanley  Works  has  paid  dividends  for  100  consecutive  years. 


le  Stanley  Works  has  increased  dividends  for  9  consecutive  years. 


YEAR 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

DIVIDEND 
PER  SHARE 

$.58 

.63 

.68 

.70 

.78 

.80 

.90 

.96 

.98 

$1.13 

ie  Stanley  Works'  dividend  record  has  out-performed  the 
mposite  dividend  records  of  the  companies  that  make  up  the 


)w  Jones  Industrial 
rerage  and  the 
andard  and  Poor's 
dex,  over  a  ten 
sar  period. 

I 

ie  Stanley  Works' 
/idend  record  has 
en  beat  the  cost 
living. 


COMPARATIVE  COMMON  STOCK  10YRS. 

5  YRS. 

DIVIDEND  GROWTH  RECORD 

1967-76 

1972-76 

THE  STANLEY  WORKS 

6.9% 

7.7% 

DOW  JONES  INDUSTRIALS* 

2.0% 

4.8% 

STANDARD  &  POOR'S  500* 

3.0% 

4.6% 

10  YEARS 

5  YEARS 

THE  STANLEY  WORKS' 

1967-76 

1972-76 

DIVIDEND  GROWTH  RATE 

6.9% 

7.7% 

AVERAGE  ANNUAL 

INFLATION-CONSUMER 

5.8% 

7.1% 

PRICE  INDEX** 

Stanley  works  for  its  stockholders, 
helps  you  do  things  right 

ANLEY  WORKS(SWK)  NEW  BRITAIN, CONN.  06050   Tools:  Woodworking  hand  tools,  garden  tools,  portable  electric  and  air  tools,  and 

■lie  tools.  Household  Products:  Residential  hardware,  drapery  hardware,  shelving  systems,  and  automatic  garage  door  openers. 
:  i  rs  Products:  Automatic  door  equipment,  prestressed  and  precast  concrete  construction  components,  builders  hardware,  garage  doors,  steel- 
t'sidential  doors  and  automatic  gate  openers.  Industrial  Products:  Cold-rolled  strip  steel,  steel  strapping,  industrial  hardware  and  storage  systems 
t+roiections  annualized  based  on  f:rst  9  months  of  year    "Bureau  ol  Labor  Statistics  data  using  1976  promotions  of  Chase  Econometrics  Associates.  Inc 
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Where  Art  And  Business  Meet 

This  year  Forbes  magazine  will  cosponsor,  along  with  the  Business 
mittee  for  the  Arts,  the  11th  Annual  Business  in  the  Arts  Awards, 
given  in  Indianapolis  on  June  20  and  21.  It  is  our  way  of  helping  to  r 
Americans  that  not  all  good  things  come  from  the  Government. 

For  those  who  think  that  big  business  is  interested  only  in  profit" 
it  lacks  any  sense  of  responsibility  for  the  community,  these  awards 
be  something  of  an  eye-opener.  Fact:  The  Federal  Government  spenl 
million  last  year  on  the  National  Foundation  on  the  Arts  &  the  Humai 
business  contributed  over  $150  million  to  the  arts.  Nearly  $11  mill 
the  Government's  money  went  for  administration;  none  of  busines: 


Curtain:  A  scene  from  the  University  of  Kansas  production  of  Conpers( 

It  was  to  recognize  and  to  publicize  these  little-noted  acts  of  soc 
sponsibility  that  the  BCA  was  founded.  In  1976  Amoco  Oil  (a  divi: 
Standard  Oil  of  Indiana)  won  its  second  award  for  its  sponsorship 
American  College  Theatre  Festival.  New  York's  Citibank  won  an  aw; 
its  support  of  the  off-Broadway  Roundabout  Theatre.  Not  only  the  gia 
involved:  Bird  &  Son,  of  East  Walpole,  Mass.,  won  an  award  for  its 
the  field  of  historic  preservation.  The  biggest  winner  so  far  has  be< 
Schlitz  Brewing  Co.  of  Milwaukee,  with  six  awards. 

Twenty  first-time  awards  are  usually  given,  with  some  20  more 
awards,  plus  many  honorable  mentions.  This  year  the  awards  vvi 
the  form  of  a  limited  edition  print  by  a  distinguished  American  artii 
jury,  which  will  decide  the  winners,  includes  J.  Carter  Brown,  dire 
Washington,  D.C.'s  National  Gallery  of  Art,  actress  Myrna  Loy  and 
Ross,  an  ex-boxer  who  runs  the  very  successful  Seattle  Opera  Corj 

The  Business  in  the  Arts  Awards  were  first  given  in  1965  by  thl 
York  Board  of  Trade.  In  1968  the  Business  Committee  for  the  Jl 
group  of  nearly  100  top  executives  drawn  together  by  Chase  Manfil 
Chairman  David  Rockefeller,  became  cosponsor  of  the  awards  at  tUl 
gestion  of  Arnold  Gingrich,  the  late  publisher  of  Esquire  magazine. 

The  object  of  the  awards  is  to  stimulate  and  encourage  indep 
assistance  of  the  arts  by  businessmen.  The  contributions  may  be  i( 
Or  they  may  be  in  kind— making  space  available,  for  example,  or  l! 
viding  needed  services,  such  as  financial  planning  and  promotion. 

Last  year  the  support  applied  to  the  arts  by  business  went  direct 
the  aid  of  museums  ( 18%) ;  public  radio  and  TV  (11%) ;  symphony  oro| 
(13%);  plus  opera,  restorations,  dance  and  other  forms.  Estimates  she 
without  such  support  an  opera  ticket  would  cost  $40,  museum  adm 
would  be  around  $10.50  and  most  small  theaters  would  not  evei 

Here  at  Forbes,  the  connection  between  business  and  the  arts  is  a 
life;  our  sponsorship  of  this  year's  event  is  no  isolated  incident.  The 
collection  of  paintings  and  sculpture  is  generously  represented  in  oi 
and  offices,  while  the  famous  Forbes  Faberge  collection  graces  the  k 
our  60  Fifth  Avenue  headquarters— when  not  on  loan.  This  year,  foil 
pie,  Forbes  is  sending  paintings  and  the  Faberge  collection  to  Engl: 
the  Queen's  25th  Anniversary  Jubilee.  ■ 
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Many  businessmen  would  go  out  of 
heir  way  to  fly  Swissair  to  the  Middle  East 
Fortunately,  its  not  necessary. 


Swissair  has  65  flights  a 
eek  from  the  heart  of  Europe 
» the  business  capitals  of  the 
liddle  East.  Because  we 
link  an  airline  should  fly  at 
bur  convenience.  And  not 
ce  versa.  That's  why  we  fly 
Dm  Zurich  and  Geneva  to 
;elve  different  cities:  Abu  Dhabi, 
thens.  Baghdad,  Beirut,  Cairo, 
amascus,  Dhahran,  Dubai, 


ski  iL.~4UMKI*iW.-:. ki, 

anbul,  Kuwait.  Teheran 
id  Tel  Aviv. 

Long  before  the  Middle  East 
;came  a  major  International 


economic  center,  Swissair  was 
there.  We  began  service  back 
in  1947.  So  we  offer  the 
business  traveller  the  kind  of 
service  that  comes  with  30 
years  of  experience. 

Of  course,  the  kind  of 
service  that  we  provide 
on  every  one  of 
our  Mideast 
flights  is  con- 
sistent with  the 
service  that  we 
provide  travel- 
lers on  our 
frequent  flights 
to  88  cities  in 
62  countries 
on  5  conti- 
nents. And, 
unlike  many 
other  airlines, 
whenever  a 
Swissair  flight 
takes  off,  a 
choice  of  first 


class  or  economy  is  available. 

When  we  talk  about  our 
Middle  East  service,  we're  also 
referring  to  what  happens  on 
the  ground  .  We 
give  all  of  our 
travellers  a 
pocket-size 
guide  to  the 
Middle  East 
countries.  And 
our  district 
managers,  and 
their  staffs,  in 
those  countries 
are  always  avail- 
able to  help  you 
in  many  ways  with 
your  business  plans  as  well  as 
your  travel  plans. 

Because  if  you're  doing  busi- 
ness in  the  Middle  East,  you 
need  an  airline  that  can  help 
c    -        you  do  your  business 
To  make  any 
reservations,  and 
^  \|    for  more  detailed 
information  about 
Swissair's  service 
I  throughout  the 
Middle  East,  see  or 
call  your  TRAVEL 
AGENT,  your 
corporate  travel 
consultant,  or  any 
one  of  Swissair's 
twenty-two  local 
offices  located 
throughout  the 
United  States  and 
Canada. 


SWISSAIR  -h 

We  take  on  the  world's 
most  demanding  business  travellers 


Unarco  Industries 


Three  of  the  basket 
our  eggs  are  in. 


These  days,  there's  a  lot 
to  be  said  for  investing  in 
a  company  that's  widely, 
yet  soundly  diversified. 

And  Unarco  Industries 
is  a  good  example. 

Our  principal  product  is 
steel  tubing.  We  sell  it  to 
manufacturers  of 
everything  from  furniture 
to  industrial  equipment. 
And  we  use  it  ourselves 
to  manufacture  a  wide 
range  of  products, 
including  steel 


communications  towers, 
and  the  three  products 
you  see  here: 
supermarket  shopping 
carts,  warehouse  rack 
systems,  and  vending 
rack  systems  for  display 
of  retail  merchandise. 

With  these  interrelated 
products,  we're  able  to 
take  full  advantage  of 
our  experience  and 
technology,  while  still 
enjoying  the  benefit  of 
the  broad  market  base 


that  comes  with 
diversification. 

That  balance  is  one  more 
reason  why  we  at  Unarco 
Industries  look  forward  to 
the  future  with  such 
confidence. 
And  why  the  serious 
investor  should  take  a 
careful  look  at  us. 

For  our  latest  financial  report, 
write  Unarco  Industries. 
332  South  Michigan  Avenue. 
Chicago.  Illinois  60604 
Or  call  (312)  341-1234. 
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Unarco  Industries 

Making  the  most  of  steel. 


rends &Tangents 


Business 


ie  Selling  Of  The  Pecan,  1977 

Last  year  may  have  been  the  year 
the  peanut,  but  this  year  will  not 
the  year  of  the  pecan.  Because  of 
cold,  late  spring  in  the  Sun  Belt, 
[y  100  million  pounds  were  har- 
med—a  drastic  decline  from  the 
rianza  crop  of  230  million  pounds 
1975-76.  As  a  result,  pecan  prices 
/e  almost  doubled,  from  $1.65  to 
20  a  pound.  This  is  a  body  blow 
candy  manufacturers,  who  have 
eady  sustained  a  doubling  in  the 
ce  of  cocoa,  a  34%  hike  for  ca- 
ws and  lesser  increases  for  pista- 

0  and  Brazil  nuts.  Inevitable  re- 
t:  a  prospective  increase  in  the  Con- 
ner price  of  pecan  candies,  prob- 
y  by  as  much  as  25%  to  50%. 

Fhe  Market  The  Message? 

Draw  from  it  what  moral  you  will, 
:  virtually  every  European  stock 
rket  was  outperformed  in  1976  by 
major  markets  of  the  Far  East  and 
rth  America.  In  fact,  except  for  the 
therlands  and  Switzerland,  which 
wed  stock  market  index  advances 
less  than  1%,  prices  on  every  major 
ropean  stock  market  declined.  The 
C.   (down  2%),  Italy   (down  9%) 

1  Spain  (down  30%)  hardly  pro- 
ed  inviting  investment  climates  last 
r,  while  political  uncertainty  also 
ned  in  Sweden  (down  5%),  Ger- 
ny  (down  7%)  and  France  (down 
).  By  contrast,  world  leader  Hong 
lg  rose  26%,  followed  by  the  U.S. 
h  an  increase  of  19%  and  Japan 
h  18%. 

;aking  Up 

t  had  to  happen.  California  inves- 
,  harried  by  environmentalists  and 
)ied  by  that  state's  blatantly  con- 
ler-oriented  Public  Utilities  Com- 
mon, have  formed  the  California 
jciation  of  Utility  Shareholders  to 
t  back.  The  new  group  views  with 
nay  the  regulatory  lags  and  inade- 
te  rate  relief  they  claim  have  de- 
;sed  utility  earnings,  lowering 
d  ratings  and  causing  the  finan- 
position  of  the  companies  to  de- 
bate. It  is  a  fact  that  the  stock  of 
|e  California  electric  utilities  re- 
ly sold  at  an  average  of  81%  of 
|k  value.  The  group's  potential 
jnbership:  77,000. 

1  Time  Flex? 

s  far  as  the  work  force  is  con- 
ed, it  always  has:  That's  why  so 


many  statistics  are  compiled  on  ab- 
senteeism, tardiness  and  downtime. 
But  management's  real  concern  is 
productivity,  and  the  Work  in  Ameri- 
ca Institute  reports  that  experiments 
with  work  hours  to  improve  pro- 
ductivity are  being  tried  by  hun- 
dreds of  U.S.  companies  and  thou- 
sands of  European  ones.  Some  em- 
ployers (like  Forbes)  have  had  little 
luck  with  their  experiments.  But  Met- 
ropolitan Life  Insurance  Co.,  for  ex- 
ample, has  had  success  with  a  pilot 
"flexitime"  program  for  404  of  its 
clerical,  staff  and  technical  employees. 
Variants  of  flexitime  have  also  worked 
for  employers  ranging  from  Smith- 
Kline  Corp.  to  the  U.S.  Social  Se- 
curity Administration. 


Foreign 


Steel  Island 

A  major  steel  plant  that  may  well 
be  the  world's  cleanest  has  just  opened 
on  a  huge  reclaimed  island  in  To- 
kyo Bay.  The  location  is  superb,  since 
48%  of  Japan's  total  steel  demand 
arises  in  the  greater  Tokyo  area.  Built 
by  Nippon  Kokan,  the  plant  is  named 
after  its  island  location,  Ogishima,  and 
will  ultimately  be  able  to  produce  6 
million  metric  tons  annually,  a  figure 
surpassed  in  the  U.S.  by  only  three 
plants.  Of  the  plant's  initial  $1.7-bil- 
lion  cost,  some  22%,  or  over  $380  mil- 
lion, has  gone  for  antipollution  fea- 
tures. No  major  steel  facility  has  been 
built  in  the  U.S.  since  Bethlehem  be- 
gan its  Burns  Harbor  complex  13 
years  ago,  long  before  the  coming  of 
most  environmental  legislation. 

Eurodoctors 

Trade  advantages  aren't  the  only 
thing  Common  Market  countries 
share.  Since  1968  members  of  the  Eu- 
ropean Community  have  been  tapping 
each  other's  blue-collar  forces,  permit- 
ting laborers  to  cross  boundaries  with 
minimal  restrictions.  Professionals, 
however,  were  prohibited  from  ply- 
ing their  trades  in  other  lands,  be- 
cause of  differences  between  states  on 
training  and  accreditation  of  profes- 
sional competence.  Last  month,  how- 
ever, physicians  became  the  first  pro- 
fession to  receive  "freedom  of  estab- 
lishment," allowing  them  to  practice 
anywhere  in  the  European  Communi- 
ty. Soon,  a  French  accountant  may  be 
able  to  handle  German  books  and 
a  Flemish  lawyer  to  argue  in  Brit- 
ish courts.  ■ 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  86-87 
of  this  issue  for 

[F(Q)K®( 
CLASSIFIED 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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To  turn  a  business  objective 
nto  people  objectives,  turn  to 
Psychic  Income. 

One  of  the  hardest  things  in  business  is  to 
get  people  to  relate  to  a  business  objective.  But  it 
can  be  done. 

Psychic  Income,  as  provided  by  Maritz 
planned  motivation  programs,  can  translate 
overall  company  objectives  into  achievable, 
individual  people  objectives. 

As  a  result,  your  business  goals  become  the 
personal  goals  of  your  people.  And  naturally, 
people  are  highly  motivated  to  achieve  their  own 
goals.  It  makes  great  sense.  It  works. 

Psychic  Income  is  income  "of  the  mind!' 
It  is  recognition  for  improved  performance. 

Maritz  Motivation  can  show  you  how  to  pay 
Psychic  Income  to  your  marketing,  production  or 
service  people.  Maritz  does  it  by  creating  programs 
involving  meaningful  rewards.  Merchandise. 
Travel.  Things  earned  in  such  a  way  that  they 
become  an  even  more  powerful  motivator 
than  money. 

When  motivating  people  to  achieve 
corporate  objectives  is  your  responsibility,  it's 
good  to  know  that  Motivating  People  Is  Our 

Business  MARIJZ  MOTIVATION 

St.  Louis  and  other  major  cities. 


est  Trova  Sculpture.  Courtesy  The  Pace  Gallery 


It  outflies 
every  other 
business 
prop  jet 


What  is  it? 

If  we've  stumped  you 
momentarily,  here  are  a  few  hints. 

This  plane  will  outclimb  all 
other  propjets  in  its  class.  It's  one 
of  the  most  efficient  airplanes  in 
its  class  at  altitude.  And  it  outper- 
forms on  one  engine,  too  —  climb- 
ing better  and  maintaining  a  higher 
service  ceiling  than  comparable 
aircraft. 

A  few  more  clues:  This  prop- 
jet  offers  high-wing  stability. 
Short  field  and  all-weather  capabil- 
ity. Ease  of  handling  and  speed 
control.  And  its  initials  are 
Rockwell  Turbo  Commander® 
690B. 

Got  it? 


I  Gentlemen; 

D  Got  it.  But  I'd  still  like  some  more  information  on 
I         the690B  I 

□  How  about  a  demonstration? 

i      Name   , 

S     Title  —  1 

I      Address   I 

j     City.  State.  Zip  ;   I 

Phone  Present  aircraft   j 

FOH-27,  General  Aviation  Division.  | 
;      Rockwell  International.  5001  N.  Rockwell  Avenue.  | 
Bethany.  Oklahoma  73008  405/789-5000  I 

Rockwell  International 

..  .where  science  gets  down  to  business 

I  tf)  Member  ol  GAMA 

1  J 


Readers  Say 


Won't  Retire  to  Sidelines 

Sir:  Re  the  editorial  suggesting 
that  I  remain  active  in  public  life 
(Fact  and  Comment,  Jan.  1).  1  can 
assure  you  that  there  is  no  chance 
that  I  will  retire  to  the  sidelines.  I 
have  spent  too  many  years  of  my  life 
in  service  to  the  Republic  an  party  and 
to  the  nation  to  retire  at  this  time. 
I  owe  a  very  special  obligation  to  the 
48%  or  49%  of  the  American  people 
who  supported  my  policies  and  my 
philosophy  in  the  recent  election.  You 
will  be  hearing  a  good  deal  from  Jerry 
Ford  in  the  years  ahead! 

—Gerald  R.  Ford 
Washington,  DC. 


The  Teamster  Chorus  Sings 

Sir:  Re  your  editorial  in  the  Novem- 
ber edition  ("The  Subject  Was  Rik- 
lis,"  Nov.  15,  1976).  I  wish  to  take 
this  opportunity  to  advise  you  that 
in  the  past  year  and  a  half  we  have 
had  a  number  of  meetings  with  rep- 
resentatives of  Mr.  [Isidore]  Becker 
and  have  found  that  his  policies  dic- 
tate fairness  and  integrity  in  dealing 
with  people. 

—Jack  J.  Jorgcnscn  Sr. 
Secretary-Treasurer, 
Warehousemen,  Drivers  and  Helpers 
Union,  Local  359, 
Int'l  Brotherhood  of  Teamsters 
Minneapolis,  Minn. 

Sir:  Re  your  editorial  in  the  Novem- 
ber edition.  I  wish  to  take  this  oppor- 
tunity to  advise  you  that  within  the 
past  year  we  have  had  numerous 
meetings  with  representatives  of  Mr. 
Becker  and  have  found  that  his  pol- 
icies are  harmonious  with  the  people 
we  represent. 

—Donn  A.  Strate 
Secretary-Treasurer, 
Employees  Union,  Local  792, 
Int'l  Brotherhood  of  Teamsters 
Minneapolis,  M inn. 

Sir:  Re  your  editorial  in  the  Novem- 
ber edition.  I  would  like  to  advise  you 
that  for  the  past  one  and  one-half 
years  we  have  had  many  dealings  with 
representatives  of  Mr.  Becker.  His  pol- 
icies and  attitude  have  always  dictat- 
ed equality  for  union  and  nonunion 
people. 

—Umbcrto  Cruz 
Secretary- Treasurer, 
Teamsters  Local  59 
Neiv  Bedford,  Mass. 

Sir:  Re  your  editorial  in  the  Novem- 
ber issue  of  Forbes.  Local  Union  639 


has  dealt  with  representatives  of  Mr. 
Becker  for  many  years  and  has  found 
that  our  rapport  with  Schenley  has 
been  outstanding. 

—Frank  De  Brouse 
President, 
Teamsters  Local  Union  639 
Washington,  D  C. 


Politicos  Vs.  Civil  Service 

Sir:  As  a  career  federal  employee, 
I  was  interested  in  the  postulalion 
(Other  Comments,  Dec.  15,  1976) 
that  the  career  civil  service  frus- 
trates "unpopular  commands"  of  po- 
litically appointed  federal  officials. 
Political  appointees  don't  always  pos- 
sess the  ability  or  background  needed 
to  serve  as  operating  executives  ol 
important  federal  agencies.  Their  ap- 
pointments are  due  primarily  to  their 
campaign  roles.  .  .  .  Many  political 
appointees  just  don't  serve  long  enough 
to  grasp  the  intricacies  of  any  fed- 
eral agency's  mission  and  operating | 
procedures. 

—Edward  J.  McDonald] 
Chantilly,  Va.i 


Mrs.  Pfeiffer's  Reasons 

Sir:  Forbes  chose  to  write  in  in 
Jan.  15  issue  that  "IBM  pressure  was| 
a  reason"  for  the  withdrawal  of  my 
name  from  consideration  for  a  cabinet 
post.  Forbes  was  wrong.  No  one  at 
IBM  put  any  pressure  on  me,  direct- 
ly or  by  implication. 

I  said  publicly  on  Dec.  14  I  had| 
two    reasons    for    withdrawing  my 
name  from  consideration.   My  mar- 
riage is  my  first  priority,  and  I  did  I 
not  feel  I  could  take  on  the  respon- 1 
sibility  of  an  assignment  in  Washing- 1 
ton  without  my  husband  with  me;  and 
that  just  wasn't  possible.  Also,  while 
my  doctor  has  told  me  I'm  fine,  I  hadl 
a  thyroid  cancer  operation  less  than! 
a  year  ago;  and  I  don't  have  the  con-l 
fidence  in  my  own  sustained  energy  I 
level  that  such  an  assignment  would  I 
require.  I'm  sorry  Forbes  did  not  in- 1 
quire  of  me  or  IBM  on  this  matter  I 
before  you  wrote  it. 

-Jane  C.  Pfcifier, 
Greenwich,  Conn. 

Editors  Note:  Our  information! 
tame  from  what  we  regarded  as  a  re-j 
liable  source  within  the  Carter  transit 
tion  team.  We  regret  not  having 
checked  with  Mrs.  Pfeiffer. 


The  $2  Bill  Will  Stay 

Sir:  In  your  story  on  the  possible 
introduction  of  a  smaller  sized  $1 
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This  machine  communicates 
over  150  words  per  minute  across  oceans 
at  less  than  IVi  cents  per  word. 


And  also  listens,  reacts,  sympathizes, 
charms,  persuades,  pleads,  cajoles,  apologizes, 
needles,  soothes,  explores,  informs,  explains 
and  does  whatever  else  it  takes  to  solve  the 
problem  or  close  the  sale. 

Call  overseas. 
Your  voice  makes  the  difference. 

Bell  System 


One  of  today's  most  stable,  conservative 
governments  is  in  a  pretty  surprising  state. 

The  state  is  Virginia.  And 
what's  surprising  to  many  is  how 
few  surprises  our  government  » 
gives  industry.  Especially  when  it 
comes  to  new  taxes  and 
regulations. ' 

The  reason  is  stability.  You 
see.  in  Virginia  state  administra- 
tions usually  change  without  any 
radical  changes  in  policy. 

So  our  manufacturers  know 
where  they  stand.  Not  just  this 
year,  but  in  the  years  to  come. 

What's  more,  they  know  they 
can  count  on  Virginia's  sound 
financial  base,  basic  Right-to- 
Work  Law.  and  a  long  list  of  other 
advantages. 

Isn't  it  time  you  found  out 
about  these  things  too? 

Profit  from  the 
Vigor  of  Virginia 


Hi 


Write  (-"lYinkAlspnugli.  Div  of  Industrial  Development;  Km  COS  State  Office  Bldy  r!irlinim„l  V.i  2  .yi'iPhoin- iStm  7S6-.W1 

Why  pay  more  for  a  moccasin  when  our 
glove-soft  leather  NewMoc  is  only  $28.72. 


"A  moc  that  looks  like  NEW  MOC  costs 
$48.95.  Yet  for  just  $28.72,  our  NEW  MOC 
gives  you  4  protective  layers  underfoot 
instead  of  the  regular  two. 

"There's  (1)  a  genuine  insole  with  (2)  soft 
air- foam  cushion  (3)  'breatheable'  leather 
cover  and  (4)  a  flexible  long- wearing  sole. 

"Whaf  s  more,  the  RICH  LEATHER 
uppers  are  GLOVE- LEATHER  quarter 
lined -FULLY  CUSHIONED -and  made 
STRONGER  to  LAST  LONGER. 

"We've  been  in  the  quality  shoe  business 
since  1904  so  we  have  73  years  of 
experience  that  says  you'll  be  pleased." 

Jerry  Blankenship 


Mail  to:  The  Ortho  Vent  Divisioa  Stuart  McGuire  "1 
Co.,  Inc.,  115  Brand  Rd.  Salem.  Va.  24156 
47  sizes  .  B     7  to  12      Check  Color  Desired 
C  .  .  .  7  to  12         O  Antique  Brown 
D    6  to  13        ( )  Cinnamon  Patent 
EE  .  7  to  12        ( )  Midnight  Black 
( )  White  Patent 

My  size  is  (width- size) 

Yes,  Til  try  NEW  MOC  on  15-  day  home  approval 
(  )  Check  or  money  order  enclosed  for  $28.72. 
()  Bill  my  credit  card  for  $28.72.  944 
(  )  MASTER  CHARGE  (  )  BANKAMER1CARD 

Number,  Expt  Date  

Print 

Name_  


Address. 

City  

State  


.Apt. 


.Zip. 


Readers  Say 


coin  (Dec.  1,  1976),  you  toucha 
on  the  new  $2  bill.  In  the  matter 
cash  drawer  space,  both  NCR  an 
Sweda  International— who  combing 
account  for  95%  of  the  cash  registJ 
market  in  the  U.S.— have  stated  tli 
their  current  equipment  can  accon 
modate  the  added  $2  denominate 
as  easily  in  this  country  as  it  does 
Canada,  where  a  $2  bill  has  been  usj 
successfully  for  years.  The  obstac 
seems  to  be  one  of  customary  use  n 
the  space  for  checks,  rolls  of  coirl 
etc.,  rather  than  space  availabilit 
The  key  to  the  $2  bill's  circulation! 
for  retailers  to  use  it  as  they  wou 
any  other  denomination. 

—James  A.  Com 
Direcn 

Bureau  of  Engraving  &  Frintiri, 
Department  of  the  TreasU 
Washington,  D 


"Opportunities  Abound" 

Sir:  Re  "Many  Instant  New  Joj 
For  Minority  Youth"  (Fact  and  Col 
ment,  Dec.  15,  1976),  concernij 
cracking  down  on  illegal  aliens.  I  ma 
age  a  small  restaurant;  I'm  in  the 
dustry  with  the  most  chronic  lab 
shortage  and  probably  the  one  vn 
the  most  illegal  employees.  The  jq 
are  not  where  the  minorities  ate,  a| 
even  if  they  were,  they  wouldn't  i 
accepted.  Experience  has  taught  i 
that.  Few  people  are  interested 
starting  at  the  bottom  and  workil 
up.  This  is  as  true  of  rich  suburb 
whites  as  it  is  of  poor  urban  blaq 
I  started  out  14  years  ago  as  a  j 
year-old  dishwasher.  There  are  plei) 
more  opportunities  around.  I  say  h 
ray  for  the  immigrants,  legal  or  illeja 
They  are  working  for  something. 

—J.R.  Del  Deb, 
Wheeling, 


Scottish  Connection 

Sir:  I  have  a  perfect  solution 
the   "Person    Nonsense"    (Fact  i 
Comment,  Nov.  15,  1976).  Chan 
any  "man"  suffix  denoting  male 
male  to  "mon"  and  let  it  denote  el 
Examples:  chairmon,  repairmon.  g 
tlemon.  That's  the  way  we  in 
South  pronounce  it  anyway— at 
those  of  us  of  Scottish  ancestry  do 
—Patricia  M 
Hope  Mills,  N 


Sir:   I  agree  with  your  attil 
however,    I  was   pleasantly  ami 
when  I  received  a  letter  address 
Dear  Gentleperson. 

—Lurena  Deut  ]  ; 
Hollywood,  Ci 
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With  all  thy  getting  get  understanding" 


Fact  and  Comment 


Congress 


con  gress  (kong'gris)  n.  1.  A  formal  assembly  of  representa- 
tives, as  of  various  nations,  to  discuss  problems.  2.  The  na- 
tional legislative  bodies  of  certain  nations,  especially  of  re- 
publics. 3.  Capital  C.  Abbr.  Cong..  C.  a.  The  national  legisla- 
tive body  of  the  United  States,  consisting  of  the  Senate  and  the 
House  of  Representatives,  b.  The  two-year  session  of  this  legis- 
lature between  elections  of  the  House  of  Representatives.  4.  A 
coming  together;  a  meeting.   5.  Sexual  intercourse.   — intr.v. 

-  The  American  Heritage  Dictionary 


GAS  ABROAD  COSTS 


So  people  don't  waste  it. 

They  drive  smaller,  lighter  ears  that  use  far  less  of  it. 

How  long,  do  you  suppose,  before  we  wake  up  to  those 
ementary  facts  and  do  likewise?  Sure,  give  prompt  and 
equent  rebates  to  the  low-income-necessity  cases.  But 
le  added  buck  of  tax  take  can  be  used  to  develop  al- 

nother  in  An  Endless  Series: 


1.50  TO  $2.50  A  GALLON 

ternative  energy  sources  as  well  as  additional  oil  supplies. 

And  at  that  price  we'll  use,  need  far  less  of  this  dwin- 
dling essential. 


What  an  opportunity  for  a  gutsy,  necessary  display 
of  presidential  leadership. 


UTTER  STUPIDITY  MASQUERADING  AS  "SMART  POLITICS" 


New  Jersey's  Commissioner  of  Insurance  refused  rate 
kes  sought  by  companies  which  have  been  losing  their 
lirts  covering  liability  on  Garden  State  cars  and  drivers. 

Since  even  New  Jersey  politicos  can't  legislate  free  en- 
rprise  to  continue  losing  money  (the  Feds  seem  able 

do  that  effectively  enough),  many,  if  not  most,  of  the 
lie  companies  involved  will  no  longer  issue  policies  to 
ew  Jerseyites.  Both  Continental  and  Travelers  have  al- 
ady  so  announced,  and  you  can  bet  your  boots  others 
ill  follow.  Why  should  the  policyholders  of  the  other  49 


states  subsidize  politically  mandated  losses  so  that  the 
public  figures  of  one  state  can  make  what  they  think  is 
a  "popular"  move? 

Those  N.J.  politicos  will  wake  up  to  the  fact  that  their 
action  is  dumb  and  unpopular  when  New  Jersey  motor- 
ists find  no  one's  willing  to  cover  'em.  The  alternative  of 
a  state  pool  of  funds  has  already  shown  that  collecting 
awards  and  rewards  from  that  source  is  a  frustrating,  red- 
taped  nightmare  and  vastly  less  successful  than  shaking 
down  insurance  companies. 


HOW  MUCH  REALLY  GOES  TO  WORTHY  CAUSES? 


Have  you  ever  tried  tallying  the  pieces  of  mail  you  get 
home  and  at  work  asking  for  contributions  to  "worthy" 
auses?  We  tried,  but  there  was  such  a  mountain  of  it  in 
>  time  at  all  that  sorting  and  storing  the  avalanche 
lickly  made  the  project  unfeasible.  One  72-year-old  man 
po  retired  to  Albuquerque  reported  that  in  12  months 
I  had  received  439  letters  from  95  charities. 


Probably  most  mailed  pleas  are  for  the  good  purposes 
portrayed,  but  how  many  of  the  greenies  garnered  go  for 
salaries  and  overhead  of  the  Causers? 

That's  too  often  the  rub.  The  information  is  usually 
"unavailable." 

And  unwillingness  to  provide  these  facts  isn't  confined 
to  solicitations  for  unheard-of  "missionary   funds  and  the 


like  .  Some  of  the  "best"  turn  out  to  be  spending  more  on 
their  overhead  than  goes  to  their  objectives.  The  U.S. 
Senate  was  told  of  one  charity  that  raised  $10  million  in 
ten  years  for  the  benefit  of  asthmatic  children— who  bene- 
fited by  15  cents  out  of  each  donated  dollar. 

The  whole  contributions  business  is  big  business— $26 
billion  a  year. 

Congress  is  expected  to  take  up  legislation  that. would 


require  charities  soliciting  by  mail  to  disclose  how  much 
of  what  they  raise  goes  for  the  raisers'  salaries  and  over- 
head VS.  the  percentage  applied  to  the  purported  pur- 
poses. Ditto  for  telethons. 

Americans  don't  mind  generously  bleeding  from  heart 
and  purse  for  an  infinite  number  of  pleadings.  But  they 
have  the  right  to  know  how  much  of  their  donated  dollars 
gets  to  where  they  thought  they  were  going. 


WHEN  YOU  NOTE  THE  SALARIES  IN  MANY  NONPROFIT  OUTFITS 

it's  no  wonder  so  many  go  that  route. 


LANCE  WON'T  GO  FOR  BROKE 


Yesteryear's  professional  liberals  still  react  in  true  Pav- 
lovian  fashion  to  the  selection  of  a  banker  or  a  business- 
man to  the  Cabinet. 

The  appointment  of  Carter's  Atlanta  banker  Bert  Lance 
to  head  the  Office  of  Management  &  Budget  occasioned 
more  rhetorical  hand-wringing  by  the  graying  Keepers 


of  the  Kennedy  Flame  than  any  other  selection. 

But,  in  response  to  a  query  from  the  Washington  Post 
on  the  banking  regulatory  system,  Lance  has  engendered 
ten  times  more  confidence  than  his  detractors  have  frac- 
tured with  this  bit  of  economic  philosophy:  "If  it  ain't 
broke,  don't  fix  it." 


TWO  ADS:  ONE  WAY  OFF,  ONE  RIGHT  ON 


EXXON  ANSWERS  QUESTIONS 
ABOUT  ONE  OF  THE  NEWEST 
SOURCES  OF  ENERGY  UNDER 
THE  SUN -THE  SUN! 


wo«i*doul  Buikhng  codes  havAioM 
adapted  Andcmesnaveiodealwtih 
Sunrtghls  (Whal  happens  it  someone 


■  '  "<■■'■  ■ 
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M  l.. i  (xr.iftl  ii  ilr.Jhf  11m-  M.i,  '.(.Hit 

(,.,■.  i  r.,„i,.,..v  Trw.ol.irpjnni-.or.lfit 
root  ol  ihii  Massechusotls  house 
i  -ipi„ir  tr*  '. uhi    (ays  tor  healing  jrvi 
hoiwaier 

What  doe*  ii  cost  lo  neat  a  house 


:h  does  electricity  fiom  the 


mio  electuary  are  not  as  wxJely  used 
as  solar  tie.iiino.  systems  Because  Itif 
'.otar  cells  required  die  costly  to  make 

npr-  fll  ,  ,1  ,»„  r'.  M.ur 

•krfrttily  ^OM-.  roughly  S I  00  to 
S3  OOpw  Mowa"  hovr  Comparers 
'topjyng. 
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Uricrty. 


When  will  solar  power  become  • 
ma|or  source  Of  energy? " 

Possibiymttieneiicentu'y  Thai  s 


Why  Is  Euon  involved  in  sole' 


How 


0  so'ar  systems  eosl 


ound S?  noo- about  Ihreu  limes 
iirthjruo'iventional systems  They 
luidbo  particularly  suitable  lor  people 

i,iiiv«  i  ■  ti«)h  energy  cosi  aren. 

nesting?  '        ***  P 

The  systems  end  storage 
nufac 


Energy  for  a 
strong  America 


We  recently  jumped  on  Exxon  for 
scratching  at  the  jugular  of  our  free  en- 
terprise system's  capital-raising  institu- 
tions. So  I  hate  to  make  it  look  like  we're 
picking  again  on  one  of  the  best-run  cor- 
porate giants  in  the  world.  But  this  ad- 
vertisement, ostensibly  answering  ques- 
tions about  solar  energy,  is  such  a  put- 
down  it  is  bound  to  fuel  popular  sus- 
picions that  oil  companies  see  nothing  in 
solar  energy  development  from  a  profit 
point  of  view.  The  legislative  climate  to- 
ward the  oil  biggies  and  the  possibility 
of  breaking  them  up  is  a  serious  enough 
threat  without  further  inflammation  from 
such  an  advertisement  as  this  one. 

In  contrast,  this  Travelers  Insurance 
message  with  its  unvarnished,  under- 
standable truth  contributes  much  to  sore- 
ly needed  public  enlightenment. 


We  think  it's 
time  we  raised 
our  voice  and 
not  just  our  rates. 


Wen 


-i  iliai  ii  Ui\  ing  a  poien- 
ti illy  disastrous  effect  nor.  only  on 
the  insurance  mduttiy  but  on 
every  person  ■,  American  society 
I  ubiliry  loan  in  both  personal 
ffld  huuncv  areas  have  moved 
itradily  and  rapidly  upward  until 
uses  have  gone  be>ond  the  teach 
ol  many  people  And  the  cost  of 
pay  ing  ever  larger  and  mote 
numnoui  losses  results  in  higher 
prices  for  many  of  the  goodi  ind 
services  that  you  buy 

Here  are  some  esamptevof 
uiuationi  thai  you  pay  for 

In  many  parts  of  the  cuunm 
rtic  nni  of  a  hospital  room  'not 
mi  luding  doctors,  special  nurst-t 
inj  mednirtr!  n  jppir.i  lung 
tamper  day.. 

Despite  higher  premiums, 
itir  inturante  mdustr>  last  i  car 
Jone,  had  an  under  writing  lnu  ■  >1 
over  U  billion  in  iasua!rypropei  r> 

These  are  onl>  the  dinxt 
ions  and  thru  effects  The  indi- 
rect effects  rut  every  one  of  us,  in 
ihe  form  of  higher  prudun  pri.ci, 
luglier  <osts  for  health  care,  un- 
availability  of  needed  goodt  and 
services,  in  hundred* of  WJjn,  in 
every  sector  of  our  lives. . 

Who's  at  fault' We're  all  at 


fault  How  cite  vould  it  happen' 
Hut  that  isn't  the  point  The 
pomt  is,  none  of  us  can  go  on  pre- 
tending it  isn't  happening 

Is  it  hopeless'  We  don't  dunk 
ID.,,  we're  working  with  govern- 
ment agencies,  industry  assocu- 
tionv  and  private  companies  ro 
do  what  *  e  can  to  solve  these 
problems  But  we  need  your  help, 
We'd  like 10 kaOW  what  you  think 
and  how  you  feel  jbour  insurance- 
irlated  problems  And  well  share 
our  ideas  on  these  issues  sVith  you 
lust  drop  a  letter  to  our  Office  of 
( "omumet  Information,  One 
lower  Square.  Hartford, Conn. 
061)5. 

Then  maybe  sou  sson'ijusi 
blame  your  insurance  company 
and  your  agent  You  11  raise  your 
voice,  too,  by  talking  to  your 
neighbors  and  fi  lendi.  wrtDng 
sooi  representatives  in  govern- 
ment and  contacting  your  insur- 
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I  HI  TRAVELERS 


HENRY'S  POLICY  IS  BETTER  THAN  FORD'S 


An  important  company,  wanting  to  catch  the  eye  of 
chief  executive  officers  and  chief  corporate  financial  of- 
ficers, sent  a  letter  to  approximately  3,000  such  which  in- 
cluded, along  with  a  sales  pitch,  a  unique  item  of  some 
value  and  appeal. 

About  20  executives  returned  the  gift  with  a  letter  ex- 
plaining that  corporate  policy  prevented  acceptance.  One 

LOOKING  THE  PART 

helps  get  the  chance  to  fill  it. 
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of  the  executiv  es  was  a  Financial  Wheel  at  Ford  Motor  Co 

But  Henry  II  didn't  send  his  back. 

Instead,  he  sent  a  charming  note  expressing  deligbl 
with  his  gift. 

I  like  Henry's  personal  policy  better  than  Ford's  cor- 
porate one.  If  the  value's  not  more  bucks  than  are  reason- 
able, imaginative  gifties  always  beguile  this  Scottish  heart 


IF  YOU  FILL  THE  PART 

it  matters  not  if  you  look  it. 


-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Dther  Comments  

Often  comments  by  others  seed,  stitnulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


m's  a  Nightmare" 

We  have  gasoline  at  an  average 
irice  of  61  cents  in  the  United  States, 
ii  every  other  country  in  the  world. 
:  ranges  from  $1.50  to  $2.50  a  gal- 
3ii.  How  in  the  world  are  we  going 
3  conserve  energy  when  we  won't 
rake  it  cost  enough  in  order  to  be 
houghtful  in  its  usage  and  provide 
icentive  for  additional  supplies? 

We  must  free  the  shackles  from  the 
Bivate  sector  to  produce  the  coal  and 
il  and  natural  gas  and  allow  our 
aphnology  to  move  forward  to  pro- 
file us  with  energy  self-sufficiency, 
kit,  no,  our  politicians  would  rathe) 
ee  us  continue  to  pay  the  OPEC  car 
el  [last]  year  $35  billion  versus  $3 
illion  in  1970.  And  each  year  our 
ependence  and  the  dollars  continue 
i  flow  to  the  OPEC  nations  instead 
f  to  our  domestic  producers. 

It's  a  nightmare  to  me. 

—William  E.  Simon, 
former  Secretary  of  the  Treasury, 
in  U.S.  News  EWorld  Report 

breadbasket 

The  U.S.  and  Canada  today  pro 
Sice  about  80%  of  all  the  world's  ex- 
ort  grain.  By  2000,  some  agricultural 
xperts  say,  they  may  be  the  only  two 
ountries  in  the  world  that  produce 
lore  grain  than  they  consume.  And 
bey  may  well  decide,  in  OPEC  fash- 


ion, who  gets  how  much  and  at  what 
price.  Grain  is  the  key  foodstuff.  Di- 
rectly or  indirectly  (after  being  fed 
to  animals)  it  accounts  for  70'/  ol 
what  the  w  orld  eats. 

-Wall  Street  journal 

Who  Gets  What? 

Laurel:  to  the  Char  leston  (West  Vir- 
ginia) Gazette  for  doing  what  all 
newspapers  should  do  when  they  re- 
port on  the  fund-raising  activities  of 
charities:  ask  where  the  money  goes. 
When  actress  Joan  Fontaine  came  to 
Charleston  for  the  Arthritis  Founda- 
tion, she  was  asked  by  a  Gazette  re- 
porter how  much  money  the  founda- 
tion raised  annually,  and  how  much  of 
it  went  for  patient  care,  as  opposed  to 
professional  education  and  adminis- 
trative costs.  She  said  slic  didn't  know 
(although  one  of  her  companions  did). 
—Columbia  Journalism  Revietc 


Q.  Where  can  I  find  out  what  per- 
cent of  the  money  solicited  by  chari- 
table organizations  is  spent  on  admin- 
istrative costs  and  what  percent  ac- 
tually reaches  the  beneficiaries? 

-M.  V.  Hargett,  M.D. 
Hamilton,  Mont. 

A.  From  the  Council  of  Better  Busi- 
ness Bureaus,  which  responds  without 
charge  to  requests  for  information  on 
up  to  three  charities.  Send  a  self-ad- 
dressed stamped  envelope  to  Helen 


O'Rourke,  director  of  the  council's 
philanthropic  advisory  services,  1150 
17th  Street  NW,  Washington,  D.C. 
20036.  Mrs.  O'Rourke  says  a  charity 
should  usually  spend  no  more  than 
40%  of  its  income  on  fund  raising 
and  other  administrative  expenses. 
The  American  Cancer  Society,  the 
largest  U.S.  health  charity,  spends  I')', 
of  its  take  on  such  expenses. 

—Money  magazine 

The  Talk  of  the  Town 

Daniel  J.  Boorstin,  the  Librarian  of 
Congress,  dwelt  on  the  succession  of 
a  Republic  of  Technology  to  what  he 
called  the  Republic  of  Letters.  With  a 
few  sideswipes  at  such  as  "the  booh 
tube,  Dr.  Boorstin  declared,  "Tech- 
nology is  a  way  ol  multiplying  the 
need  for  the  unnecessary."  At  lunch 
immediately  afterward,  at  the  top  of 
the  building,  Mr.  [Jean]  Gimpel  was 
sputtering.  "That  was  absolute  non- 
sense, what  he  said,"  the  medievalist 
(old  us.  II  it  hadn't  been  for  technol- 
ogy, we'd  have  had  to  walk  up  here 
instead  ol  taking  the  elevator." 

—The  New  Yorker 

Switcheroo 

It  was  Nabokov,  no  slouch  in  the 
verbal  pyrotechnics  department,  who, 
when  asked  why  he  had  switched 
publishers,  replied  simply:  "Try 
money." 

— Irma  Ileldrnan,  The  Village  Voice 


A  couple  of  weeks  ago  this 
writer  served  as  one  of  five  judges 
at  a  competition  of  the  country's 
leading  graduate  business  schools. 

Eight  schools  (Wharton,  Amos 
Tuck,  Michigan,  MIT,  Northwest- 
ern, Carnegie-Mellon,  University  of 
Chicago  and  Cornell)  each  put 
forth  a  team  of  four  top-notch 
MBA  candidates.  The  teams  were 
given  a  case  involving  general  pol- 
icy decisions  and  were  judged  on 
both  written  and  oral  analyses. 

The  contestants  were  bright,  ea- 
ger and  competitive  in  the  best 
sense  of  the  word.  They  seemed 
to  have  the  stuff  for  becoming  ef- 
fective managers. 

The  case  involved  a  newspaper 
company  that  had  been  acquired 
by  a  national  chain.  The  new  pub- 
lisher at  first  performed  sensation- 
ally, but  near  the  end  of  his  first 
year,  he  suddenly  faced  a  crisis: 
His  region  was  being  hit  hard  by 


A  GOOD  TOURNAMENT 

By  M.S.  Forbes  Jr. 
the  recession.  The  ambitious  pub- 
lisher badly  wanted  to  meet  his 
goals  for  the  year,  not  to  mention 
the  longer  term  goals  set  by  his  su- 
periors. What  should  he  do?  Each 
course  of  action  had  its  hazards. 

For  the  contestants,  the  pace  was 
grueling.  They  received  the  case, 
along  with  a  fact-filled  background- 
er of  the  newspaper  industry,  on 
a  Thursday  afternoon.  By  late  Fri- 
day morning  they  had  to  submit 
their  written  reports  with  neces- 
sary tables,  charts,  graphs.  Each 
team  worked  alone.  Most  stayed 
up  the  entire  night. 

The  oral  half  of  the  contest  was 
open  to  the  public,  including  some 
two  score  corporate  job  recruiters. 
Each  team  was  permitted  brief 
opening  and  closing  remarks.  The 
rest  of  the  hour  was  spent  answer- 
ing questions  from  the  judges. 

The  students  were  up  to  the 
task.  It  was,  in  fact,  a  bit  unset- 


tling to  discover  how  skillfully  they 
could  defend  even  seemingly  im- 
plausible moves.  (One  contestant 
brought  the  house  down  with  a 
well-aimed  barb  at  the  activities  of 
a  certain  company's  top  manage- 
ment, which  shall  be  nameless.) 

More  pleasantly  surprising  was 
how  often  the  contestants  took  into 
account  the  impact  their  recom- 
mendations might  have  on  the  com- 
munity in  which  the  case  was  set; 
and  how  most  never  lost  sight  of  the 
degree  to  which  effective  short- 
term  moves  could  lead  to  adverse 
long-term  results. 

When  the  scores  were  tallied,  the 
judges  were  momentarily  em- 
barrassed: The  winner  by  a  thin 
margin  was  Cornell,  host  and  or- 
ganizer of  the  tournament.  Carne- 
gie-Mellon and  Northwestern  were 
the  runnersup. 

The  tournament  was  Cornell's 
first.  It  shouldn't  be  its  last. 


Wc  gp  further  than  anyone 
to  please  our  passengers. 


In  terms  of  distance:  We  go 
to  89  far-flung  cities  in  61 
countries  on  6  continents. 

In  terms  of  time:  There  are 
parts  of  the  world  to  which 
only  Pan  Am's  long-range  747 
SP  can  take  you  non-stop. 
(Tokyo  from  Los  Angeles  and 
New  York.  Auckland  from  San 
Francisco.  San  Francisco  from 
Sydney.  And  Bahrain  from 
New  York.)  Thereby  cutting 
hours  off  your  trip. 


In  terms  of  comfort  and 
service:  We  have  the  worlds 
largest  fleet  of  big.  roomy  747s. 
Many  of  which  have  our  exclu- 
sive upper-deck  dining  room 
in  first  class. 

We  offer  both  first  class  and 
economy  passengers  a  choice  of 
meals,  a  choice  of  movies,  and 
the  choice  of  conversing  in  a 
language  other  than  English. 
(All  our  flight  attendants  are 
bilingual . ) 


America's  airline  to  the  world. 


We  have  one  of  the  most  so- 
phisticated reservations  systems 
around.  And  people  experienced 
in  helping  sophisticated  and 
unsophisticated  travelers  all 
over  the  world. 

In  overall  terms:  We're  an 
airline  geared  to  bringing 
Americans  to  the  rest  of  the 
world  as  easily  and  comfortably 
as  possible. 

And  the  rest  of  the  world  to 
America. 


See  your  travel  age 
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It's  Expensive 
To  Go  Broke 


Why  you  never  hear  of  bankruptcy 
lawyers  going  bankrupt. 


Jy  HAROLD  SENEKER 

fuDGE  John  J.  Galgav  is  normally  a 
cheerful  man.  Heavyset,  florid,  59,  he 
greets  a  visitor  affably  at  the  big, 
•luttered  desk  in  his  chambers  in 
Manhattan's  Federal  Courthouse.  But 
vhen  he's  reminded  of  a  one-foot- 
ligh  stack  of  legal  documents  await- 
ng  him  in  the  next  room,  a  pained 
xpression  briefly  crosses  his  face. 

With  good  reason.  He's  the  judge 
•verseeing  the  vast  W.T.  Grant  bank- 
uptcy  case,  and  that  stack  contains 
he  applications  and  supporting  docu- 
nents  of  19  sets  of  court-authorized 
awyers,  accountants  and  others— 
nostly  lawyers— for  payment  out  of 
he  defunct  retailer's  assets. 

The  stockholders  are  to  be  wiped 
ut.  A  good  many  of  the  creditors  will 
>e  badly  hurt.  Many  ex-Grant  em- 
iloyees  are  on  the  street.  But  the  law- 
ers,  ah,  the  lawyers!  The  applica- 
ions  ask  for  $3,314,987.13  for  ser- 
ices  rendered,  and  $168,007.42  for 
Expenses.  That's  in  addition  to 
450,017  Galgay  has  already  award- 
d,  and  there's  no  end  in  sight.  New 
tacks  of  applications  will  appear  at 


six-month  intervals  until  the  case  is 
finished.  "If  all  matters  are  litigated 
to  the  end,"  says  Galgay  wearily, 
"that  could  be  five  to  ten  years  out." 

And  more  millions  in  pocket  money 
for  the  legal  profession. 

Take  a  single  bill  from  the  Park 
Avenue  partnership  of  Wachtell,  Lip- 
ton,  Rosen  &  Katz.  For  94  mind- 
numbing  pages,  it  recounts  the  entire 
Grant  collapse,  with  vignettes 
throughout  of  Wachtell,  Lipton  mem- 
bers busily  familiarizing  themselves 
with  Grant;  gathering  information  for 
a  filing  under  Chapter  11;  answering 
anxious  inquiries;  negotiating  with 
creditors,  liquidators  and  the  Securi- 
ties &  Exchange  Commission;  arrang- 
ing 22  creditors'  meetings,  then  at- 
tending them  all  day  and  into  the 
night;  and  much  more.  No  Hindu  beg- 
gar ever  exhibited  his  sores  more  dili- 
gently or  completely. 

It's  appropriate  that  the  firm  be  put 
through  this  less-than-dignified  ex- 
ercise in  self-justification,  and  that 
Galgay  read  it  through.  This  applica- 
tion alone  (the  firm  has  a  second  in 
the  pile)  asks  for  $501,172.79  in  fees, 
$31,919.15  in  expenses.  That  would 


bring  the  firm's  total  Grant  take  so  far 
to  $873,339.79,  plus  expenses.  Total 
hours  recorded:  10,120.3.  That  works 
out  to  about  $86  per  person-hour. 

Why  so  cosdy?  Senior  partners  in 
big  New  York  firms  like  this  one  may 
well  bill  private  clients  $150  and  up 
an  hour;  junior  partners  with  seven 
or  eight  years'  experience  may  get 
$100  an  hour.  Even  the  time  of  lowly 
paraprofessionals,  who  do  much  of 
the  drudge  work,  may  be  billed  at 
around  $25  an  hour,  though  they 
make  only  $8,000  to  $11,000  a  year. 
(Office  overhead  may  run  around  40$ 
to  50%.)  So  the  overall  hourly  rates 
implied  in  these  applications,  which 
range  from  $40  an  hour  up  to  $160, 
are  not  out  of  line  with  the  going 
practice.  But  will  they  get  the  money? 
And  more  to  the  point,  should  they? 

Galgay  is  inclined  to  grant  the  ex- 
penses ($20,969.55  for  Wachtell's 
copying  costs  alone).  But  as  for  fees, 
he's  a  former  Park  Avenue  lawyer  him- 
self, and  has  some  idea  of  how  much 
time  most  activities  should  take— and 
how  much  they  should  cost.  If  neces- 
sary, he  can  audit  the  time  sheets  the 
lawyers  are  required  to  keep. 
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Cuts  in  fees  are  not  infrequent.  The 
judge  says:  "I've  cut  as  deep  as  25% 
to  30%  in  the  past."  Prestigious  Bal- 
lon, Stoll  &  Itzler  is  one  candidate 
for  the  chopper;  perhaps  half  of  its 
W.T.  Grant  working  time  lacks  time 
sheets. 

How  come?  the  judge  wondered  at 
a  recent  hearing. 

Itzler:  "From  time  to  time,  they  are 
either  misplaced  or  lost,  etc." 

Judge:  "Are  they  lost  before  you 
send  out  your  bills,  or  after?" 

The  Grant  trustee  was  quick  to  ask 
a  25%  cut  in  Ballon,  Stoll  &  Itzler's 
$200,000  request. 

Some  creditors  seem  more  sanguine 
than  the  judge  about  the  astronomi- 
cal-looking fees.  Expensive  as  the 
bankruptcy  lawyers  are,  there's 
enough  money  on  hand  in  the  Grant 
estate— over  $560  million— so  that  the 
interest  it  draws  more  than  covers  the 
administrative  costs. 

Some  of  the  lawyers'  actions  might 
not  be  worth  any  $100  an  hour— a 
secretary  could  arrange  a  creditors' 
meeting,  for  example— but  others  are. 
Some  of  the  lawyers  were  in  court 
recently  to  oppose  a  more-than-$84- 
million  tax  claim  by  the  Internal  Rev- 
enue  Service.  How  much  is  that  worth 
to  the  creditors,  per  hour? 

So  the  real  question  is:  Is  all  that 
lawyer  time  itself— well  over  33,000 
hours  so  far  and  mounting— neces- 
sary? Alas,  most  of  it  probably  is. 

Complication  By  Design 

Grant  is  an  unusually  complex  case: 
$1  billion  in  liabilities,  and  more  than 
40,000  interested  parties  to  be  dealt 
with.  The  second-largest  bankruptcy 
ever,  after  Penn  Central. 

But  more  than  that,  the  legal  drain 
is  caused  by  the  nature  of  the  Bank- 
ruptcy Act.  Listen  to  a  high  officer 
of  one  of  the  principal  creditor-banks 
involved:  "I've  been  in  as  many  re- 
organizations as  anyone  in  the  coun- 
try," says  this  battle-scarred  workout 
man.  "Everything  you  do  in  a  Chap- 
ter 11,  you  have  to  get  a  court  order. 
Every  order  means  legal  work  to  pre- 
pare the  motion  and  an  appearance. 
Chapter  10s  are  even  worse— investi- 
gations, special  required  reports.  And 
liquidations,  with  all  that  litigation! 

"The  Bankruptcy  Act  by  its  very 
nature  requires  a  great  deal  of  lawyer- 
ing—and  requires  highly  skilled  law- 
yers at  that." 

So  the  Grant  case  is  no  outrage- 
not  with  the  judge  paying  such  close 
attention  to  the  legal  costs.  Maybe 
the  case  is  a  signal,  however,  that  it 
is  time  to  think  about  reforming  the 
bankruptcy  laws  themselves,  to  cut 
red  tape,  time  and  expenses. 

But  you  wouldn't  expect  lawyers  to 
welcome  that  kind  of  reform.  ■ 
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Uncle  Sam  As  Customer  I 

If  the  new  President  wants  business  to  do  more  governmerl 
work,  he'll  quickly  find  that's  easier  said  than  done. 


An  outside  firm  took  over  mainte- 
nance and  cafeteria  services  at  a  U.S. 
Air  Force  pilot  training  installation  in 
Oklahoma  in  1960.  The  switch  cut 
costs  by  $19,000  per  participant. 

Miami-based  Wackenhut  Corp.  re- 
placed federal  security  guards  at  an 
office  building  across  the  street  from 
the  White  House  last  July.  The  pro- 
tection tab  dropped  30%. 

At  a  federal  building  in  Providence, 
R.I.,  janitors  working  for  Uncle  Sam 
make  $3.59  an  hour.  Private  janitorial 
services  say  they  can  do  the  same  job 
for  $3.19  an  hour.  Should  the  Govern- 
ment contract  out  the  work? 

The  Federal  Government  now 
spends  $10  billion  a  year  doing  some 
10,000  commercial  jobs.  Many  facili- 
ties—most of  the  90  federal  film-pro- 
cessing labs  in  downtown  Washing- 
ton, for  example— could  probably  be 
turned  over  to  private  industry. 

Contracting-out  has  been  a  govern- 
ment objective  for  20  years,  and  the 
whole  idea  fits  nicely  into  Jimmy  Car- 
ter's antibureaucracy,  trim-the-fat 
campaign  rhetoric.  But  can  Carter 
really  make  it  happen?  Predictably, 
the  750,000-member  American  Fed- 
eration of  Government  Employees  is 
dead  set  against  it,  and  this  is  a  union 
with  friends.  Last  August  AFGE  op- 
posed legislation  that  would  have  al- 
lowed government  agencies  to  extend 
janitorial  service  contracts  from  one 
to  three  years.  Sponsors  of  the  bill  ar- 
gued that  the  change  might  save  $13 
million  annually,  since  multiyear  con- 
tracts command  cut  rates.  But  the  un- 
ion argued  that  three-year  janitorial 
contracts  would  certainly  be,  like  de- 
fense contracts,  renegotiated,  leading 
to  unnecessary  cost  overruns.  The  bill 
died  on  the  day  that  the  AFGE's 
spokesman  testified. 

Organized  labor  also  backs  the  Ser- 
vice Contract  Act  of  1965.  That  re- 
quires companies  receiving  contracts 
of  $2,500  or  more  to  pay  "prevailing 
wages"  as  determined  by  the  Labor 
Department,  oftentimes  close  to  what 
the  Federal  Government  pays  for  com- 
parable work.  The  law  was  designed 
to  keep  unscrupulous  contractors  from 
hiring  blue-collar  labor  at  substandard 
wages.  But  last  year  Congress  extend- 
ed  the   law   to   cover  white-collar 


workers,  and  a  drive  is  now  on 
include  professionals  as  well. 

Those  efforts  are  on  a  collisi 
course  with  the  Office  of  Manas 
ment  &  Budget's  controversial  Offl 
of  Federal  Procurement  Policy,  cj 
ated  in  1974  after  pressure  from  Ser 
tor  Lawton  Chiles  (Dem.,  Fla 
put  the  private  sector  and  Gove} 
ment  on  an  equal  footing  in  maki 
cost  comparisons,  OFPP  late  last  yt 
ordered  government  agencies  to 
elude  an  amount  to  cover  fedei 
fringe  benefits.  As  a  result,  the  retii 
ment  "add-on"  for  federal  wage  raj 
shot  from  7%  to  25%.  That  hikes  I 
agency's  labor  bill  by  18%,  making  jj 
vate  contractors,  which  generally  p 
fewer  fringes,  look  better. 

Champing  At  The  Bit 

Such  a  change  in  terms  exci 
many  contractors.  Construction  co 
panies,  for  example,  are  eupho 
over  the  Army  Corps  of  Engineers' 
cent  decision  to  test  the  contract^ 
out  of  25%  of  the  $80  million 
dredging  it  has  been  doing  in-house| 

White-collar  industries  are  also  i 
thused.  OFPP  will  soon  release  guiJ 
lines  telling  agencies  how  to  buy  cq 
puter  services,  instead  of  setting 
their  own  systems.  Uncle  Sam  n 
spends  $14  million  a  day  on  d 
processing;  industry  spokesmen  cl^ 
they  can  do  the  same  job  for  rj 
the  price. 

Organized  labor  is  fighting  both 
change  in  fringe  benefit  calculate 
and  an  OFPP  drive  to  lift  the  fl 
on  which  the  Service  Contract  Act 
plies,  from  $2,500  to  $10,000.  Wsjl 
Representative  Frank  Thomp 
(Dem.,  N.J. ),  powerful  chairman 
the  House  Labor-Management  R< 
Hons  Subcommittee:  "We  have  no 
tention  of  permitting  the  OFPP's  5 
for  cost-cutting  to  subvert  the  Act, 

President  Carter,  however,  has 
clared  his  own  zeal  for  cost-cutti 
and  he  just  might  mean  it.  Days 
fore  the  election,  public  sector  la 
leaders  asked  Carter  to  promise  t 
his  Administration  wouldn't  try 
farm  out  more  government  work.  C 
didate  Carter  didn't  give  in,  argu 
that  contracting-out  should  be 
when  it  saves  monev.  ■ 
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In  the  last  ten  years  the  number  ot  passengers  fiysn 
the  North  Atlantic  route—the  most  heavily  traveled 
international  route  there  is— has  soared.  But  with 
more  airlines  offering  more  flights  in  bigger 
planes,  the  increased  traffic  has  not  done 
the  carriers  much  good.  By  far  the  largest 
part  of  the  increased  traffic  has  been 
carried  at  bargain  rates.  The  number 
of  passengers  flying  first-class  or 
economy  at  full  rates  has  "y 
scarcely  grown  at  all.  v* 
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Too  Many  Looks  Spoil  The  Route 


Delta  won,  then  lost,  its  bid  to  fly  from  Atlanta  to  London. 

Will  Carter  help  the  homefolks  and  push  for  a  second  turnabout? 


'rivately,  Washington  lawyers  call 
t  a  political  cesspool,  the  Watergate 
i  aviation.  In  their  expensive  briefs, 
lowever,  they  cite  it  as  Section  801 
if  the  Federal  Aviation  Act,  which 
equires  presidential  approval  before 
,ny  U.S.  carrier  can  get  an  interna- 
ional  air  route. 

The  requirement  makes  for  abrupt 
■olicy  reversals,  especially  in  election 
ears.  In  1952  Trans  World  Airlines 
j)st  some  previously  awarded  Atlantic 
putes.  In  1960  Western  lost  rights  to 
be  South  Pacific.  The  same  happened 
p  Continental  in  1968. 
[  Last  year  was  no  exception.  In 
line,  British  negotiators— angry  about 
leing  on  the  short  end  of  a  60/ 40  pas- 
fenger  distribution— announced  that 
ney  wanted  to  redraw  the  31-year- 
|(d  treaty  that  splits  transatlantic  traf- 
Ic  between  British  and  U.S.  carriers, 
ftne  month  later  the  Civil  Aeronautics 
loard  decided  to  add  more  airlines 
J)  that  mix.  After  three  years  of  study, 
early  40  days  of  hearings  and  input 
torn  200  parlies,  the  five-man  board 
feted  to  give  Northwest  direct  Scan- 
tnavian  routes  and  to  give  Delta  lu- 
I'ative  service  to  London  from  At- 
lanta and  Texas. 


That  decision  displeased  the  British, 
who  want  less,  not  more,  competition. 
Distressed  as  well  were  Pan  Ameri- 
can and  TWA,  which  have  enough 
trouble  making  money  on  transatlantic 
hauls  as  it  is.  On  Christmas  Eve  Presi- 
dent Ford  sent  the  matter  back  to  the 
board,  saying  its  economic  analysis 
was  too  narrow. 

Delta,  eager  for  a  new  run  that 
could  fill  a  747  to  75%  of  capacity  on 
an  annual  basis,  saw  things  different- 
ly. It  said  so  in  blunt  language.  "We 
make  money.  Why  hurt  us  and  help 
someone  else  who  doesn't?"  argues 
Chairman  Thomas  Beebe,  alluding  to 
Ford's  tenderness  toward  Pan  Am. 
The  outgoing  Administration  was 
piqued  at  the  South,  which  voted  for 
Carter,  Beebe  declared,  and  wanted 
to  punish  the  region— as  well  as  to 
make  it  tough  for  the  new  President 
to  aid  the  homefolks. 

Now,  a  full-blown  CAB  inquiry 
may  be  beginning  again.  Branift,  mad 
because  it  didn't  get  Texas-to-Lon- 
don  service  initially,  has  asked  for  a 
new  round  of  hearings.  Eastern,  mad 
because  it  didn't  get  international 
rights  from  Atlanta,  has  done  the 
same.  National  wants  to  expand  its 


Miami-London  flight  with  a  Miami- 
Paris  run.  And  Pan  Am,  which 
charges  that  Delta  is  hurting  the  U.S. 
balance  of  payments  by  sending  its 
transatlantic  passengers  via  Boston 
and  British  Airways,  wants  to  start 
flying  from  Atlanta  and  Texas  since 
Delta  won't  get  those  routes. 

What  will  happen?  Though  he 
can't  legally  overrule  Ford,  Carter  can 
quietly  ask  the  board  to  resubmit  its 
old  decision  to  him.  Insiders,  how- 
ever, say  this  might  be  too  embarrass- 
ing politically.  The  alternative  might 
be  another  lengthy  round  of  CAB 
fact-finding  and  analysis. 

If  there's  a  moral  to  this,  it  is  that 
Section  801  causes  more  trouble  than 
it's  worth.  The  State  Department  ne- 
gotiates landing  rights  with  other 
countries;  by  itself  the  CAB  should 
decide  which  U.S.  carriers  fly  under 
them.  Other  regulators— in  interna- 
tional banking  and  telecommunica- 
tions, for  example— deal  with  foreign- 
policy  issues.  There  is  even  a  way  to 
make  executive  agencies  parties  to 
those  cases.  Less  White  House  sec- 
ond-guessing of  international  air-route 
awards  would  be  one  Carter  reform 
clearly  worth  making.  ■ 
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Serendipitous  SoCal 

Standard  Oil  of  California  lost  out  in  the  bidding 
for  the  oil  on  Alaska's  North  Slope,  but  now  it 
looks  as  if  it  might  be  one  of  the  big  winners  from 
the  glut  that's  expected  to  engulf  the  West  Coast. 


Standard  Oil  of  California,  the 
seventh-largest  oil  company  in  the 
world,  could  be  the  latest  case  in 
point  for  those  who  believe  that  it's 
better  to  be  lucky  than  smart. 

SoCal  had  been  generally  out- 
smarted—outprospected  and  outbid- 
in  the  scramble  for  a  piece  of  the  oil 
reserves  on  Alaska's  North  Slope.  It 
wound  up  with  a  piddling  portion- 
less than  1%.  But  it  now  appears  pos- 
sible that  SoCal  will  be  a  bigger  ben- 


Last  Laugh:  jack  Grey's  SoCal  could 
still  make  a  bundle  even  though  it 
lost  out  in  the  Alaska  oil  rush. 


eficiary,  at  least  over  the  next  few 
years,  than  the  North  Slope's  bigger 
concessionaires,  such  as  Standard  Oil 
of  Ohio  and  Exxon.  Reason:  As  much 
as  one-third  to  one-half  of  the  1.2  mil- 
lion barrels  a  day  of  North  Slope 
crude  oil  expected  to  be  gushing  out 
of  the  Alaska  pipeline  by  mid- 1978 
won't  be  needed  to  meet  the  West 
Coast's  crude  oil  needs.  Over  the  next 
few  years,  moreover,  there  won't  be 
any  cheap  way  of  getting  that  oil  else- 
where in  the  U.S.  where  it  is  needed 
(Forres,  Aug.  15,  1976).  It  adds  up 
to  a  prospective  glut  of  Alaska  crude 
on  the  West  Coast— and  a  glut  of 
some  duration. 

SoCal,  meanwhile,  for  reasons  that 
have  more  to  do  with  fortune  than 
foresight,  has  the  refining  and  mar- 
keting strength  already  in  place  to 
handle  huge  amounts  of  North  Slope 
crude,  which  has  a  relatively  high  sul- 
fur content.  Already  the  biggest  re- 
finer on  the  West  Coast,  SoCal  recent- 
ly completed  a  $500-million  expan- 
sion and  modification  at  its  two  big- 
gest West  Coast  refineries  because  it 
was  counting  on  handling  more  high- 
sulfur  crude  from  somewhere  else  en- 
tirely—from the  Middle  East.  Says 
SoCal's  President  John  R.  Grey  of  the 
new  capacity  at  his  Richmond  (near 
San  Francisco)  and  El  Segundo  (near 
Los  Angeles)  refineries:  "I  guess  you 
would  say  they  handle  Middle  East- 
ern crude  basically  and  Alaskan  crude 
providentially." 

SoCal  isn't  the  only  likely  immedi- 
ate beneficiary,  to  be  sure.  Atlantic 
Richfield  Co.,  which  owns  20%  of  the 
total  reserves  found  around  Prudhoe 
Bay,  will  be  able  to  process  about 
200,000  barrels  of  North  Slope  crude 
per  day— that's  most  of  Arco's  share 
of  the  flow  expected  in  the  first  year 
or  so— in  its  own  two  West  Coast  re- 
fineries. But  Arco  planned  it  that  way. 
SoCal,  which  had  started  its  big  ex- 
pansion before  the  1973  oil  embargo 
and  subsequent  maneuvers  of  the 
Organization  of  Petroleum  Exporting 
Countries,  lucked  into  it. 

A  big,  hearty  man  who  seems  out 


of  place  in  the  throne-room-like  ex- 
ecutive suite  he  occupies  at  SoCal's 
San  Francisco  headquarteis,  Grey 
concedes  his  company  made  crucial 
technical  and  management  mis  judg- 
ments that  left  it  with  its  current 
minuscule  position  on  the  North 
Slope:  "We  just  misread  the  bid  com- 
petition .  .  .  We  did  not  have  the  best 
information  either." 

But  Grey  thinks  SoCal  deserves  at 
least  some  credit  for  its  present  pros- 
pects. "We  may  benefit  by  having  the 
preponderance  of  desulfurization  pro- 
cessing capacity  on  the  West  Coast," 
he  says,  "but  we  were  the  only  peo- 
ple willing  to  risk  $500  million  to  put 
the  equipment  in.  We  knew  at  some 
point  that  the  Alaskan  oil  would  be- 
gin to  replace  the  Arabian  crude,  but 
we  thought  the  Alaska  pipeline  would 
be  interminably  delayed.  That's  why 
the  primary  design  was  for  Arabian 
crude." 

SoCal's  recent  luck  also  includes  the 
Government's  decision  to  start  pump- 
ing oil  from  the  Elk  Hills  (Calif.) 
Naval  Petroleum  Reserve,  where  it 
has  a  20%  interest.  It  started  engineer- 
ing work  on  the  refineries  in  1970, 
and  had  just  started  construction 
work  when  the  Arab  oil  embargo  and 
soaring  crude  prices  hit  in  late  1973. 
"It  took  an  agonizing  decision  to  con- 
tinue with  those  projects"  in  the  face 
of  all  the  uncertainties  that  the  oil  up- 
heaval caused,  Grey  says. 

Will  The  Luck  Hold? 

SoCal's  profitability— it  has  aver- 
aged only  13.7%  return  on  stockhold- 
ers' equity  in  the  past  five  years— ranks 
it  low  among  the  major  international 
oil  companies.  Accordingly,  any  wind- 
fall would  be  most  welcome.  But  just 
how,  to  what  extent  and  for  how, 
long  SoCal  will  benefit  from  the  an- 
ticipated oil  glut  is  by  .  no  means  sure. 
What  happens  to  Alaska  crude  wiffl 
largely  depend  on  the  pricing  and 
other  policies  for  Alaskan  oil  that 
President  Carter  is  expected  to  lay 
down  in  April. 

But  SoCal  will  not  "sit  back  and 
ride  on  someone  else's  back,"  Grey] 
says.  It  holds  options  for  oil  and  gas 
leases  on  2.8  million  acres  of  land 
ceded  to  Alaska  natives  under  the 
Native  Claims  Settlement  Act  of  1971. 
SoCal  already  has  started  drilling  on 
the  properties  and  has  budgeted  at 
least  $60  million  for  its  own  Alaskan 
exploration  program.  It's  hoping  to 
prove  that  it  can  do  as  well  by  pre- 
meditation as  by  accident.  ■ 
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\ll  Quiet  On  The 
Low -Priced  Front? 


ook  at  all  those  casualties  out  there,  those 
nder-$2  stocks  left  behind  in  the  post-1974 
dvance.  Is  there  life  in  any  of  them? 


y  ROBERT  J.  FLAHERTY 
id  MARIA  LATORRACA 

o-man's-land,  that  grisly,  shell- 
acked place  where  nothing  mo\  es 
id  even  the  stretcher-bearers  fear  to 
).  There  is  a  no-man's-land  in  in- 
JSting,  and  in  it  lie  the  remains  of 
dally  hundreds  of  companies,  most 

them  gunned  down  in  the  specula- 
te slaughter  of  the 
te  Sixties  and  early 
sventies.  Few  ana- 
sts  follow  them;  few 
cokers  make  a  mar- 
?t  in  them.  These  are 
le  stocks  that  sell  fo- 
lly a  few  dollars  a 
lare,  although  once 
ley  commanded  far 
gher  prices. 

Combing  through 
ime  5,000  U.S. 
ocks,  Fobbes  statis- 
cians  found  no  few- 
•  than  400  of  them 
ping  for  $2  or  less  a 
lare— and  this  a  full 
vo  years  after  the 
arket  recovered 
om  the  Great  Crash 
1973-74.  From 
icse  400  we  select- 
1  116— eliminating 
ocks  with  very  small 
ipitalization.  A  few 
:  these  are  low  priced 
2cause  so  many 
>ares  are  outstand- 
g,  but  the  majority  are  cheap  be- 
iuse  no  one  wants  them  at  any  price. 

But  who  cares?  Today's  investors 
ant  high  yields  and  low  price/earn- 
gs  ratios,  not  high  risk  and  low 
ices.  They  want  safety  rather  than 
nsation.  So  who  needs  cheap  stocks? 
A  so  fast.  We  well  remember  John 
pmpleton,  the  venerable  money  man- 
;er  (Forbes,  July  1,  1974)  who 
ig  ago  made  his  very  first  killing 

such  doggy  stocks. 


What  Templeton  did  was  this:  He 
borrowed  $10,000  from  his  boss  and 
used  it  to  buy  $100  worth  of  every 
stock  selling  at  or  below  $1  a  share 
on  either  of  (he  major  stock  exchanges. 
He  ended  up  with  104  stocks.  The 
time:  1939.  War  had  just  broken  out 
in  Europe,  and  Templeton  figured 
that  war  orders  would  rescue  a  lot 
ol  marginal  companies.  Boy,  was  lie 


other 


ids 


right.  He  more  than  quadrupled  his 
$10,000  in  just  four  years— and  those 
wire  dismal  years  indeed  for  the 
stock  market. 

We  telephoned  John  Templeton  at 
his  home  in  the  Bahamas,  from  where 
he  runs  his  highly  successful  Temple- 
ton Growth  Fund.  Does  he  recom- 
mend repeating  his  1939  experiment 
in  1977,  at  a  time  when  the  economy 
is  recovering  nicely  but  when  many 
stocks  remain  bombed  out? 


At  first  Templeton  was  doubtful, 
He  pointed  out  (hat,  happily,  we  don't 
have  a  war  to  rescue  sinking  com- 
panies. But  then  he  thought  a  bit 
and  added:  "I'm  sure  that  there  are 
some  excellent  young  growth  compa- 
nies among  those  cheap  stocks.  No 
one  is  buying  or  following  them  now, 
so  this  is  an  area  of  opportunity."  In 
he  wouldn't  buy  bank- 
rupt or  near-bankrupt 
penny  stocks  at  this 
time,  but  he  certainly 
wouldn't  scorn  the  sol- 
vent ones.  He  also  said 
that  he  would  feel  bet- 
ter about  low-priced 
stocks  if  we  were  to 
have  a  couple  of 
years  back-to-back  of 
rising  stock  markets. 

We  spoke  with  an- 
other student  of  off- 
beat stocks,  Balph  P. 
Coleman  Jr.,  who  runs 
the  tiny  (assets:  $9 
million)  Over-Tbe- 
Counter  Securities 
Fund  out  of  Oreland, 
Pa.  Coleman,  too,  had 
doubts  about  low- 
priced  stocks,  but  he 
did  concede:  "When 
you  hit  a  winner  in 
them,  you  have  a  big 
winner."  He  cited  the 
example  of  New  York 
Magazine  Co.,  whose 
stock  went  from  just 
under  $2  a  share  in  November  to  $8 
in  January  as  the  result  of  a  series  of 
takeover  bids.  Similar  takeover  bids— 
or  the  prospect  thereof— could  pro- 
duce profits  in  other  low-priced  stocks. 

Sure,  there  are  risks.  But  if  a  $2 
stock  goes  up  two  points,  you  double 
your  money;  if  a  $20  stock  goes  up 
two  points,  you  just  about  make  your 
commissions  and  a  little  change.  Of 
course,  a  $2  stock  can  go  to  zero,  but 
then   you  have  something  to  frame 
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for  your  den  wall.  Or  it  can  just  sit 
there  until  you  finally  give  up  hope. 

What  kind  of  a  company  sells  for 
$2  or  less  today?  They  come  in  all 
shapes  and  sizes  and  industries. 

Clearly,  many  of  them  never  should 
have  gone  public,  at  least  not  at  any- 
thing like  their  old  inflated  prices.  A 
prime  example  is  Success  Motivation 
Institute,  of  Waco,  Tex.,  which  offers 
self-improvement  courses.  With  rev- 
enues of  $6  million,  it  earned  9  cents 
per  share.  Its  shares  recently  sold  for 
37.5  cents,  down  from  36  in  1970. 

Nevertheless,  many  of  them  are 
very  much  alive  and  growing.  "You'd 
better  believe  it,"  snapped  Irving 
Abramowitz,  chairman  of  San  Lean- 
dro,  Calif. -based  Berkeley  Bio-Engi- 
neering. "Our  sales  go  up  every  year. 
Profits  would  have,  too,  if  it  hadn't 
been  for  the  Securities  &  Exchange 
Commission."  In  1974  Abramowitz 
merged  with  a  partly  owned  subsid- 
iary and  was  forced  to  write  off  $1.2 


million,  destroying  what  had  been  an 
excellent  earnings'  trend— largely  for 
accounting,  not  operating,  reasons. 
For  the  fiscal  year  ended  last  June 
30,  sales  were  a  record  $32.5  million 
and  earnings  48  cents  a  share.  Recent 
price:  1%. 

Berkeley  Bio-Engineering  "  makes 
medical  instruments,  including  those 
used  in  abortions.  For  kids  who  do 
get  born,-  it  has  Infa-feeder  to  feed 
babies  solid  food  through  a  nipple. 
Then  it  will  get  the  kid  in  later  life 
when  he  gets  sick,  in  one  of  its  four 
hospitals  or  its  30  nursing  homes. 

Why  is  this  growth  stock  on  this 
list  of  stock  market  lepers?  Well,  the 
medical  instruments  might  hurt  it 
with  Catholics,  but  more  to  the  point, 
Abramowitz  thinks,  is  that  "the  Four 
Seasons  scandal  did  the  job  on  the 
multiples  of  all  nursing  homes,  in- 
cluding the  well-run  ones."  He  la- 
ments: "You  know,  I  didn't  sell  a 
share  when  the  stock  was  over  $35." 


Here's  a  stock  in  a  more  cheerful 
business:  Moxie  Industries.  Leaving 
the  advertising  agency,  McCann 
Erickson,  where  he  was  chairman  of 
the  executive  committee,  Frank  Arm 
strong  took  over  the  old  soft-drink 
company  when  its  sales  were 
$200,000.  Last  year  sales  were  $26 
million,  earnings  31  cents  per  share, 
up  from  22  cents  the  year  before. 
"Our  sales  will  be  at  least  $31  million 
in  1977  and  profits  will  be  over  $1 
million,  at  least  45  cents  a  share," 
he  says.  The  growth  is  not  coming 
mainly  from  Moxie,  a  New  England 
tradition,  but  his  vitamin  business  is 
"healthy,"  his  sugarless  bubble  grin 
"expanding"  and  his  kids'  drink,  Choc- 
olate Soldier,  is  "hot."  Investors 
couldn't  care  less.  Recent  price:  lis. 

CompuDyne,  a  conglomerate  than 
makes  advertising  displays,  amongj 
other  things,  enjoyed  record  sales  anq 
earnings  last  year  and  should  do  even 
better  this  year. 
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12-month 

Price/ 

Where 

Rev. 
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Recent 

Earnings 

Earnings 
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Traded 

(mil.) 

(thou.) 

Price 

Per  Share 

Ratio 

AES  Technology  Systems 

Copying  equipment 

OTC 

$  2 

2,221 

7/b 

—  0.11 

—  1 

AVM 

Voting  machines 

OTC 

33 

1,710 

—  1.84 

— 

Aegis 

Rubber;  shipyard 

ASE 

61 

10,796 

Vk 

0.18 

7 

Aero  Systems 

Services  electronic  equip 

OTC 

5 

3,750 

1 

0.02 

NM 

Allied  Artists  Inds 

Motion  pictures 

ASE 

56 

7.007 

l 

—  0.32 

— 

Altec 

Sound  systems 

ASE 

37 

5,419 

1 

—  1.60 

— 

Amedco*v 

Health  care  equipment 

OTC 

26 

1,735 

Vk 

0.33 

5 

/ American  Export  IndJ^ 

Shipping;  trucking 

OTC 

297 

4,807 

3k 

—  2.45 

— 

Ancorp  Nat'l  Services 

Wholesaler 

OTC 

82 

3,500 

Vk 

—  0.11 

— 

Apeco 

Photocopy  machines 

NYSE 

118 

10,807 

1% 

—  0.49 

—  1 

Atco  Industries 

Highway  signs  &  structures 

ASE 

14 

5,566 

7k 

—  0.10 

Bank  of  the  Commonwealth 

Banking 

OTC 

73 

4,573 

V2 

—  1.51 

Barnett  Winston  Inv 

REIT 

OTC 

6 

1,663 

y8 

—  8.93 

Baruch-Foster 

Develops  oil  &  gas  properties 

ASE 

2 

1,738 

13A 

—  019 

 ,  Benguet  Consol 

Philippine  mining 

NYSE 

40 

12,768 

Vk 

0.21 

7 

—Berkeley  Bio-Eng  V" 

Health  care 

PS 

33 

2,549 

Vk 

0.41 

4 

^  Birtcher  Corp 

Medical  instruments 

OTC 

5 

1,716 

7k 

0.02 

NM 

*  Burton-Hawks 

Oil  &  gas  exploration 

OTC 

1 

7,279 

1% 

0.03 

NM 

Cambridge  Memories 

Computer  memory  systems 

OTC 

19 

1,696 

Vk 

—  4.04 

Campanelli  Industries 

On-site  residential  constr 

OTC 

21 

1,619 

Vk 

—  0.16 

Capehart  Corp 

Home  audio  equip 

ASE 

46 

2,279 

Vk 

—  1.54 

Caribbean  Leisurewear 

Apparel 

OTC 

15 

1,969 

%k 

—  0.19 

Cayman  Corp 

Oil  &  gas  exploration 

OTC 

8 

3,797 

Vk 

0.14 

8  1 

Cellu-Craft  Inc 

Packaging 

ASE 

28 

2,146 

Vk 

0.25 

8 

Certron  Corp 

Audio  magnetic  tapes 

ASE 

14 

2,883 

3k 

—  0.09 

  "Ij 

.  C  1  Mortgage  Group  V 

REIT 

NYSE 

17 

4,812 

Vk 

—  2.13 

7  Cohen-Hatfield 

Jewelry  merchandiser 

ASE 

44 

1,484 

Vk 

0.22 

6  M 

Colwell  Mtge  Trust 

REIT 

NYSE 

14 

2,030 

Vk 

—  4.56 

CompuDyne 

Elec.  advertising  displays 

ASE 

43 

3,212 

Vk 

0.27 

6 

Computer  Instruments 

Electronic  components 

ASE 

5 

1,618 

1 

—  0.28 

Context  Industries 

Distrib  building  materials 

OTC 

24 

3,323 

Vk 

0.10 

14 

.Continental  Materials^" 

Heating  units;  bldg  materials 

ASE 

15 

6,633 

1 

0.09 

11 

/  Cousins  Properties 

Real  estate  developer 

OTC 

11 

3,347 

Vk 

—  7.81 

DCL  Inc 

Leases  EDP  equipment 

ASE 

15 

3,284 

7k 

0.06 

15 

Datatron 

Computer  control  systems 

OTC 

7 

1,872 

Vk 

0.01 

Datum,  Inc 

Electron  peripheral  equip 

OTC 

14 

1,709 

Vk 

—  0.94 

Decision  Data  Computer 

Computer  auxil  equip 

OTC 

40 

3,747 

Vk 

—  2.42 

Diodes Inc  ^ 

Semiconductor  devices 

ASE 

3 

1,846 

1 

—  0.26 

Diversified  lndustries?sJr 

Metal  processing 

NYSE 

161 

6,187 

Vk 

—  0.69 

Diversified  Mtge 

REIT 

NYSE 

25 

7,327 

Vk 

—  6.61 

*  Estimate  based  on  corporate  restructuring  for  Penn  Central  Transportation.       NA-Not  available. 
NM-Not  meaningful.       f  Pounds  sterling.       #  In  bankruptcy.        ft  Nine  months  through  9/30/76. 
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Wellesley,  Mass.'s  Keydata  Corp., 
time-sharing  company,  develops 
usiness  data  processing  programs  to 
jive  problems,  such  as  when  to  or- 
er  more  inventory.  With  the  corn- 
any  in  the  red  in  1974,  L.  Edwin 
)onegan  Jr.,  formerly  vice  president 
nd  general  manager  for  RCA's  com- 
uter  systems  division,  took  over.  Last 
ear  sales  almost  hit  $15  million  and 
arnings  reached  21  cents  a  share, 
larnings  this  year  will  be  down  be- 
ause  Donegan  is  making  a  big  in- 
estment  in  new  computer  services, 
)  Keydata  will  have  new  applications 
i  the  future.  Recent  price:  1% 
The  dollar-stock  list  even  includes 
multibillion-dollar  company,  Brit- 
in's  Imperial  Group,  which  owns  16% 
f  British-American  Tobacco,  parent 
f  our  own  Brown  &  Williamson 
Kools,  Lucky  Strike).  Imperial's 
.merican  Depositary  Receipts  recent- 
!  sold  for  only  62.5  cents  each  on 
le  American  Stock  Exchange.  Sure, 


Britain  is  in  bad  shape,  and,  sure,  Im- 
perial's capitalization  is  706  million 
shares  (the  British  like  their  stocks 
low  priced) ,  but  Brits  still  smoke 
furiously  and  some  people  might  won- 
der whether  the  stock  oughtn't  to  be 
worth  more  than  four  times  earnings. 


". . .  Ralph  Coleman  Jr.  had 
doubts  about  low-priced 
stocks,  but  'When  you  hit  a 
winner,  you  hit  big.' . . ." 


If  it  is  movies  and  entertainment 
you  like,  there's  Allied  Artists  Indus- 
tries. To  get  out  of  the  red,  Allied 
will  need  a  blockbuster.  It  does  have 
a  couple  of  prospects.  One  is  Twi- 
light's Last  Gleaming  with  Burt  Lan- 
caster, which  starts  showing  in  Feb- 
ruary. Another  is  the  coproduction 
(with  United  Artists)  of  Harold  Rob- 


bins'  raunchy  The  Betsy.  Meanwhile, 
Allied  is  doing  well  with  its  Apollo 
Motor  Home,  its  consumer  goods  im- 
ports and  its  men's  sportswear. 

Books?  Grolier,  a  onetime  hot  stock, 
now  has  a  negative  net  worth,  a 
mountain  of  debt  and  a  terrible  repu- 
tation among  analysts.  Still,  it  pub- 
lishes the  popular  Neiv  Book  of 
Knowledge  and  Encyclopedia  Ameri- 
cana and  has  had  a  realignment  of  its 
top  management,  which  includes  a 
Rockefeller— Avery  Jr.— as  vice  presi- 
dent of  finance.  Rockefeller  has  friends 
both  at  Chase  Manhattan  and  at  Citi- 
bank: Cousin  James  Stillman  was 
chairman  of  the  latter,  cousin  David 
runs  the  former.  "We're  making  a  lot 
of  adjustments,"  says  Rockefeller,  "but 
with  the  Securities  &  Exchange  Com- 
mission looking  down  our  throat,  I 
don't  want  to  comment  on  our  per- 
formance in  1977  or  1978.  You've  got 
the  right  guy;  I'm  just  not  going  to 
tell  you  anything." 


Latest      Common  Latest 
Fiscal  Year     Shares  12-month  Price/ 

Where        Rev.     Outstanding  Recent      Earnings  Earnings 

Company  Business  Traded       (mil.)        (thou.)  Price       Per  Share  Ratio 


Dunlop  Holdings  Ltd 

Tires;  sports  goods 

ASE 

1,015t 

98,297 

1% 

0.35 

4 

Eagle  Clothes 

Men's  clothing 

ASE 

57 

2,823 

Vk 

—  0.08 

ECHO  Oil 

Oil  &  gas  properties 

OTC 

1 

3,005 

iy« 

0.17 

7 

Energy  Reserves  Gjeup 

Oil  &  gas  exploration 

OTC 

58 

48,991 

Vk 

0.14 

13 

Fashion  Fabrics  X 

Fabric  stores 

ASE 

25 

2,111 

vu 

0.12 

10 

_,  Film  Corp  of  America 

Mail-order  film  processor 

ASE 

51 

1,323 

Vk 

0.48 

4 

r 

p  First  Denver  Mtge 

REIT 

OTC 

9 

1,621 

3U 

—  14.86 

GSC  Enterprises 

Bank  holding  company 

ASE 

6 

4,290 

Vk 

0.07 

16 

General  Hobbies 

Distrib  hobby  crafts 

OTC 

23 

2,370 

3U 

—  0.33++ 

General  Recreation 

Sports  equipment  &  apparel 

ASE 

44 

1,640 

V/a 

—  3.40 

Georesources 

Mining 

OTC 

1 

3,820 

Vk 

0.06 

NM 

Goldfield  Corp 

Mining;  elec  power  facilities 

ASE 

18 

11,960 

% 

—  0.18 

^.Grolier  \X 

Publisher 

NYSE 

249 

5,842 

Vk 

—10.23 

Gruen  Industries 

Watch  manufacturer 

ASE 

15 

1,641 

Vk 

-  0.09 

HNC  Mtge 

REIT 

OTC 

5 

2,388 

3U 

—  2.19 

Hamilton  Inv  Trust 

REIT 

OTC 

6 

2,095 

Vk 

—  4.72 

Harvey  Group 

Electronic  components 

ASE 

31 

2,051 

<3/u 

0.16 

5 

ITI  Corp 

Land  development 

ASE 

9 

3,019 

5k 

0.01 

NM 

*  Imperial  Group 

Tobacco  products 

ASE 

2,354t 

705,937 

% 

0.16 

4 

inflight  Services 

Movies  for  aircraft 

ASE 

22 

2,180 

Vk 

—  0.34 

Institutional  Investors 

REIT 

NYSE 

10 

6,074 

VU 

—  3.62 

Integrated  Resources 

Financial  services 

ASE 

35 

3,986 

Vk 

0.37 

5 

International  Video 

Video  recorders 

OTC 

25 

2,681 

Vk 

—  0.02 

Interphoto  Corp 

Distrib  photographic  equip 

ASE 

24 

2,693 

3A 

—  0.80 

Intext  Inc 

Correspondence  courses 

OTC 

57 

1,431 

1  !  2 

0.61 

2 

^ Jiffy  Foods 

Food  processor;  restaurants 

OTC 

21 

1,931 

% 

—  0.19 

,KDI^ 

Technical  devices 

OTC 

120 

8,136 

vu 

0.14 

9 

Keydata 

Computer  services 

OTC 

15 

2,716 

vu 

0.19 

9 

Kin-Ark 

Chemicals;  galvanized  steel 

ASE 

25 

5,175 

Vk 

0.20 

8 

Land  Resources 

Real  estate  development 

OTC 

37 

3,089 

Vk 

—  0.01 

,  Lehigh  Valley  Ind  T 

Metal  castings;  fabrics 

NYSE 

104 

6,923 

Vk 

0.02 

NM 

Leisure  Group 

Sporting  firearms 

OTC 

28 

3,099 

3/l6 

—  0.02 

L  Litronix  Inc  V 

Optoelectron  components 

OTC 

52 

2,401 

Vk 

—  1.81 

t  MCI  Commun 

Microwave  radio  system 

OTC 

28 

19,852 

vu 

—  0.98 

Macrodyne  Industries 

Aircraft  components 

ASE 

33 

7,760 

3U 

—  0.24 

Marinduque  Mining  &  Ind 

Philippine  mining;  cement 

ASE 

43 

87,374 

l5/l6 

—  0.06 

Medcom 

Health  information  programs 

OTC 

10 

2,111 

Vk 

—  0.03 

Metrocare  Inc 

Retirement  communities 

ASE 

25 

1,784 

Vk 

—  1.44 

Microwave  Semicond 

Power  transistors 

OTC 

6 

1,533 

Vk 

0.20 

9 

Midland  Mtge  Inv 

REIT 

NYSE 

10 

2,382 

VU 

—  5.01 

*  Estimate  based  on  corporate  restructuring  for  Penn  Central  Transportation.       NA— Not  available. 
NM-Not  meaningful.       \  Pounds  sterling.        #  In  bankruptcy.        ft  Nine  months  through  9/30/76. 
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Still  in  books,  Intext  sells  corre- 
spondence courses.  Back  in  1967  a 
hare  of  this  went  for  33/2,  when  sales 
were  $35  million.  Today  the  stock 
sells  under  $2  with  sales  over  $57 
million.  Intext's  price/earnings  ratio? 
It  is  2,  the  lowest  on  the  list. 

Copper,  anyone?  All  the  experts  say 
that  copper  must  rise  again— after 
dropping  from  $1.50  a  pound  down  to 
63  cents.  If  copper  does  rise  again,  at 
least  five  companies  on  this  list  might 
soar  off  it:  Marinduque  Mining,  Ben- 
guet,  Continental  Materials,  Goldfield 
Corp.  and  Silver  King  Mines.  In  a 
good  copper  year,  by  the  way,  Ben- 
guet  made  as  high  as  44  cents  a  share 
and  sold  for  triple  its  recent  price. 

Future  turnaround  prospects?  Com- 
panies in  deep  trouble  dominate  the 
list,  but  there  is  always  hope.  Fear- 
ing write-offs  and  criticism,  no  banker 
kills  a  company  except  as  a  last  re- 
sort. Highway  construction  and  Flor- 
ida real  estate  will  come  back— some- 
day. The  new  Carter  Administration 
may  not  pass  a  Ma  Bell-sponsored  bill 
to  kill  competition  like  MCI.  Inflight 
Services,  whose  motion  pictures  in  the 


sky  grow  in  revenues  each  year,  may 
yet  find  a  way  to  make  money. 

Special  situations  appeal  to  you? 
Eagle  Clothes,  after  a  factory  fire,  is 
in  the  red,  but  it  has  a  lovely  law- 
suit against  its  insurance  company  for 
$29  million-$10  a  share. 

Talking  about  lawsuits,  we  come 
at  last  to  the  most  famous  penny 
stock  of  modern  times— Penn  Central. 
Booted  off  the  New  Yoik  Stock  Ex- 
change, bankrupt,  nationalized,  the 
24  million  shares  of  this  once-proud 
company  now  command  a  shade  over 
$1  each  on  the  Philadelphia  Ex- 
change, down  from  a  late-Sixties  high 
of  80-plus.  Not  so  long  ago  Penn 
Central's  dividend  alone  was  more 
than  twice  the  stock's  present  price. 

One  of  the  stock's  few  followers  is 
Hans  Jacobson,  specialist  in  railroad 
securities  at  Herzog,  Heine,  brokers 
and  managers  of  the  Mutual  Shares 
Corp.  mutual  fund.  Says  Jacobson: 
"Penn  Central  stock  is  a  lottery  ticket." 
A  lottery  ticket  in  a  lawsuit. 

Penn  Central's  chief  holding  is  the 
bankrupt  Penn  Central  Transportation 
Co.  The  Federal  Government  has  tak- 


en most  of  the  transportation  compa- 
ny's assets  for  Conrail.  The  package 
that  the  Government  paid  with  was, 
in  the  view  of  the  trustees  and  the 
creditors,  a  crying  scandal— virtual 
confiscation.  So,  the  trustees  are  suing 
the  Federal  Government.  At  stake  is 
literally  billions  of  dollars.  Moreover, 
there  is  a  chance  that  Penn  Central 
can  also  salvage  a  very  considerable 
tax-loss  carryforward,  which  could  be 
very  useful  in  making  mergers. 

Penn  Central  stock  could  be  totally 
worthless.  Or  it  could  be  worth  quite 
a  bit.  But  this  is  no  instant  lottery. 
It  may  be  ten  years  before  the  various 
legal  issues  are  settled. 

In  short,  Penn  Central  is  a  long 
shot  and  a  long  wait  to  find  out] 
whether  you  win  or  lose,  which  is 
precisely  why  anyone  speculating  inj 
these  low-priced  stocks  should  re- 
member the  cautious  approach  John 
Templeton  used  years  ago:  Spread 
your  money  evenly  over  a  score  on 
more.  You  are  bound  to  have  losers, 
but  that  way  you  have  a  chance  of  a 
few  long  shots  paying  off  and  making 
the  whole  thing  worthwhile.  ■ 


Latest      Common  Latest 

Fiscal  Year     Shares  12-month  Price/ 

Where        Rev.     Outstanding  Recent      Earnings  Earnings 

Company                                   Business                                       Traded       (mil.)        (thou.)  Price       Per  Share  Ratio 


Movielab  Inc 

Motion  picture  film  processor 

ASE 

23 

1,407 

Vfi 

0.24 

6 

Moxie  Industries-^' 

Specialty  food  &  beverages 

OTC 

26 

2,701 

Vk 

0.31 

6 

S  National  Student  Mkt 

Diversified  ^ 

OTC 

36 

11,664 

0.22 

8 

Nestle-LeMur 

Grooming  aids 

ASE 

10 

1,603 

Vk 

—  0.01 

New  Idria 

Metal  products 

ASE 

25 

8,786 

Vk 

0.20 

6 

Ormand  Industries 

Packaging;  outdoor  adv 

ASE 

18 

2,005 

Vk 

0.10 

19 

Oxford  First 

Financial  services 

ASE 

3 

1,884 

Vk 

—  3.44 

Oxoco  J 

Oil  &  gas  exploration 

OTC 

1 

5,056 

Vk 

0.02 

NM 

Penn  Central  # 

Real  estate 

Ph 

60  est* 

24,114 

Vk 

NA 

f  Pentron  Industries 

Housewares 

ASE 

14 

3,237 

Vk 

0.19 

7 

Premier  Resources 

Oil  &  gas  exploration 

OTC 

3 

4,221 

Vk 

0.08 

16 

#  R.  E.  D.  M. 

Electronic  equipment  for  gov't 

ASE 

12 

1,457 

Vk 

0.24 

6 

'    Republic  Mtge 

REIT 

NYSE 

2 

2,107 

Vk 

—  3.97 

jf  Research  Fuels 

Service  stations 

OTC 

24 

2,258 

7k 

0.04 

NM 

/y  Restaurant  Assoc 

Restaurants 

ASE 

49 

1,733 

Vk 

—  0.40 

'  Scan-Data 

Computer  equipment 

OTC 

11 

1,721 

Vk 

0.01 

NM 

Scottish  Inns  of  Amer  # 

Motels 

OTC 

6 

2,978 

3k 

—  0.99 

Scott's  Liquid  Gold 

Household  polishers 

OTC 

11 

3,673 

Vk 

—  0.01 

Scripto 

Ballpoint  pens 

OTC 

33 

6,088 

% 

0.01 

NM 

^  Seaport  Corp 

Dist  auto  replacement  parts 

ASE 

18 

2,070 

l5/,6 

0.16 

6 

Seligman  &  Associates 

Residential  construction 

ASE 

8 

1,925 

Vk 

—  0.35 

Silver  King  Mines 

Mining 

OTC 

1 

6,863 

Vk 

—  0.14 

Southwest  Factories 

Automotive  clutches  &  coils 

OTC 

21 

2,335 

Vk 

0.04 

NM 

Speizman  Industries 

Mkt  textile  machinery 

ASE 

24 

1,925 

3k 

—  3.47 

Sterling  Electronics 

Electronic  equip 

ASE 

50 

3,631 

V's 

0.12 

11 

/ 


Success  Motivation  Inst 
Summit  Organization 
Tech-Sym 
Thor  Corp 
Tucker  Drilling,/ 


Self-improvement  courses  OTC  6  2,287  3k  0.09 

Apparel  ASE  64  8,995  7k  0.18 

Electronic  products  ASE  14  4,726  n/<<>  —0.08 

Building  materials  ASE  16  3,112  3A  —1.12 

Contract  drilling  OTC  7  1,575  Vk  0.31 


- 


Unionamerica 
United  National 
Veto-Bind 
Welbilt 

Western  United  Resources 
White  Shield 


Financial  services 
Manages  real  estate 
Bookbinding  equip 
Appliances 

Agricultural  chemicals 
Toll-collection  equip 


NYSE 
ASE 
OTC 
OTC 
OTC 
OTC 


91 
24 

6 
16 

6 
10 


2,981 
2,966 
1,647 
4,976 
10,506 
6,211 


Vk 
% 
3k 

V\t 
Vu 
Vk 


6.80 
1.92 
1.25 
0.33 
0.04 
0.13 


13 


*  Estimate  based  on  corporate  restructuring  for  Penn  Central  Transportation.       NA-Not  available. 
NM-Not  meaningful.       f  Pounds  sterling.        #  In  bankruptcy.        ft  Nine  months  through  9/30/76. 
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Learjet.  Room  at  the  top. 


We're  known  as  the  small,  eco- 
nomical business  jet.  Which  we 
are.  But  have  you  taken  a  look 
inside  a  Learjet  lately? 

There's  more  room.  More  us- 
able room  than  many  turboprops 
and  other  medium  size  twins. 

We're  plenty  spacious  inside  to 
accommodate  those  things  which 
really  count.  Elbow  room  to  work. 
Leg  room  to  stretch  out  and  relax. 
Ample  room  for  all  your  luggage. 

What  we  don't  have  is  wasted 


cabin  volume  which  adds  weight 
to  an  airplane.  Weight  increases 
costs  and  fuel  consumption.  And 
cuts  down  on  performance. 

If  walking  around  in  an  airplane 
is  important,  there  are  some  dan- 
dies on  the  market.  Starting  above 
$3  million.  For  under  half  that  a 
Learjet  provides  everything  else. 

For  specific  details  call  Bob  Wo- 
lin,  our  vice  president-domestic 
marketing  on  his  direct  line  (602) 
294-4422.  Cabin  comfort  at  half 


the  price.  Just  one  more  rea: 
to  choose  Learjet. 

Gates  Learjet  Corp.,  P.O.  I 
1280,  Wichita,  Ks.  67201  /  N 
York  /  Chicago  /  Dallas  /  Denv 
Geneva. 


Gates  Learjet€ 

Builder  of  the  world's  largest 
business  jet  fleet 


Ti  Member  of  GAMA 


Light  At  The  End 
Of  The  Pipeline  . .  • 

After  five  down  years,  Panhandle  Eastern 
will  sell  more  gas  this  winter  than  last. 
Does  that  signal  better  times  for  its  industry? 


Bad  news  is  almost  the  order  of  the 
day  for  natural  gas  companies. 
Though  still  the  nation's  sixth-largest 
industry,  their  share  of  energy  con- 
sumption has  dropped  nearly  20% 
since  1970.  Artificially  low  rates  mean 
gas  producers  are  dipping  into  re- 
serves—selling gas  about  twice  as  fast 
as  it  is  being  discovered.  This  winter 
interstate  deliveries  will  be  down  25% 
from  peak  1972  levels.  A  Federal 
Power  Commission  order  doubling 
new  gas  prices  is  tied  up  in  court.  And 
cold  weather  means  many  industrial 
customers  are  getting  no  gas  while 
pipelines  buy  expensive  emergency 
supplies  for  home  heating. 

So  you'd  expect  Richard  O'Shields, 
president  of  Panhandle  Eastern  Pipe 
Line,  to  be  downright  glum.  Instead, 
his  company,  with  annual  revenues  of 
$800  million  that  make  it  the  nation's 
fifth-largest  gas  carrier,  is  unique  in 
bucking  the  current  trend.  "This  win- 
ter we  expect  to  sell  more  gas  than 
last  year,"  the  bouncy  50-year-old  pe- 
troleum engineer  boasts.  "The  indus- 
try should  be  down  by  about  6%.  We 
should  be  up  4%." 

Head  Start 

For  Houston-based  Panhandle, 
which  supplies  customers  in  Michigan 
and  11  other  midwestern  states,  those 
numbers  are  a  small  but  very  signifi- 
cant reversal— also  an  expensive  one. 
Over  the  past  six  years  the  company 
has  spent  nearly  $1  billion  to  get  new 
gas:  Some  $400  million  went  out  in 
advance  payments  to  producers;  over 
$200  million  was  paid  for  supply  fa- 
cilities, chiefly  the  275-mile  Stingray 
gathering  system  in  the  Gulf  of  Mexi- 
co (a  joint  venture  with  Chicago's 
Peoples  Gas);  Panhandle's  own  leas- 
ing and  drilling  programs  gobbled  up 
$175  million  each.  "We  started  some 
of  these  things  a  little  sooner  than  our 
competitors,"  O'Shields  explains. 

Now  Panhandle's  chief  executive 
believes  his  turnaround  is  a  taste  of 
what's  to  come.  For  starters,  Presi- 
dent Jimmy  Carter's  support  for  a  five- 
year    deregulation    test    should  end 


Congress'  gas-pricing  deadlock.  "With 
a  proper  national  energy  policy,  our 
industry  can  economically  sustain  a 
natural  gas  output  of  between  16  tril- 
lion and  19  trillion  cubic  feet  annual- 
ly," O'Shields  says.  "Of  course,  that's 
below  peak  production  of  23.5  tcf  and 
even  the  current  19.5  tcf.  But  at 
least  we'll  soon  begin  an  era  of  sta- 
bility. On  the  consumer  side,  you'll 
see  a  gradual  shift  to  high-priority 
uses  like  home  heating.  Growth  will 
come  from  putting  more  money  into 
supply— getting  out  the  gas  that  can 
be  found  in  places  like  the  Gulf  and 
Alaska." 

Finding  gas,  however,  has  been 
only  one  industry  problem.  Finding 
money  hasn't  been  so  easy  either.  Tra- 
ditionally, pipelines  borrowed  20-year 
funds— a  time  span  that  matched  the 
length  of  their  supply  reserves.  Today 
Panhandle's  reserves  (like  those  of 
nearly  all  companies)  are  less  than 
half  that;  so,  it  must  pay  higher 
rates  and  shorten  its  maturities. 

"People  thought  we  were  going  to 
run  out  of  gas  and  dollars  at  the  same 
time,"  says  Chairman  William  Keefe, 
a  26-year  Panhandle  veteran  with  a 
background  in  finance.  "Now  they  see 
that  neither  will  happen.  Besides,  the 
industry  really  doesn't  need  long-term 
money  anymore.  We're  not  building 
new  pipeline  systems;  we're  investing 
mostly  in  exploration  and  production, 
which  pay  back  more  quickly."  Also, 
there's  more  depreciation.  Pipelines, 
Keefe  points  out,  used  to  be  written 
off  at  just  3%  annually.  For  most  off- 
shore systems,  the  figure  is  now  10%. 
That  means  faster  cash  flow  to  pay 
off  lenders. 

In  short,  what  O'Shields  and  Keefe 
are  saying  is  that  their  company  is 
far  from  a  no-growth  utility.  In  1976, 
for  example,  it  received  one-fourth  of 
its  $88-million  earnings  from  separate 
oil-  and  gas-production  activities.  Pan- 
handle, one  of  the  few  transmission 
systems  built  before  World  War  II, 
has  a  history  of  developing  its  own 
reserves.  Importantly,  however,  since 
1970  none  of  its  new  investment  has 


Pricey  Plumbing.  Laying  pipe  to  off- 
shore wells  costs  O'Shields'  (inset) 
firm  about  $1  million  per  mile. 


been  used  to  expand  pipeline  capacity. 
Instead,  while  studying  coal  gasifica- 
tion and  lining  up  liquefied  Algerian 
gas  imports  for  the  Eighties,  Panhan- 
dle has  drilled  its  own  wells,  bought 
offshore  leases  and  acquired  a  major 
stake  in  other  energy  areas. 

Last  July  O'Shields  bought  closely 
held  Youghiogheny  &  Ohio  Coal.  For 
a  hefty  $78  million  in  stock  (more 
than  15  times  Y&O's  historic  earn- 
ings), he  got  three  operating  mines 
and  over  400  million  tons  of  East 
Coast  reserves.  In  December  the  util- 
ity announced  its  intention  to  fork  over 
another  $23  million  in  stock  for  Dix- 
ilyn,  a  small  drilling  firm  in  partner- 
ship with  Panhandle  on  two  North 
Sea  floating  rigs. 

Even  without  Panhandle's  lures, 
however,  investors  are  warming  to  gas 
companies'  better  prospects.  Until  re- 
cently gas  stocks  were  notable  largely 
because  they  offered  10%-plus  yields. 
Now  hopes  for  deregulation  and  heavy 
demand  caused  by  cold  weather  are 
changing  all  that.  Gas  industry  shares 
were  up  40%  during  the  past  year, 
twice  the  performance  of  the  market 
as  a  whole.  "Our  earnings  multiple 
catapulted  all  the  way  up  to  nine," 
says  O'Shields.  "Wall  Street  is  realiz- 
ing that  the  gas  business  isn't  going 
to  die." 

Maybe  so.  But  shrewd  industry  ex- 
ecutives are  using  their  current  high 
stock  prices  to  diversity  while  they 
can.  Investors  seem  to  like  that,  too.  ■ 
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Water  Everywhere,  But:  Dams  like  Bonneville  are  no  longer  able  to  meet  the  Northwest's  growing  power  needs. 


Paradise  Lost 


Woody  Guthrie  sang  the  praises  of  Bonneville  Dam. 
His  children  are  singing  a  different  tune,  one  that 
spells  big  trouble  for  the  aluminum  industry. 


The  aluminum  industry  went  to  the 
Pacific  Northwest  just  before  World 
War  II.  The  lure:  the  cheap  hydro- 
electricity  provided  by  fast-flowing 
rivers  like  the  Snake  and  the  Co- 
lumbia, endlessly  recycled  by  heavy 
annual  rains.  The  impresario  of  all 
this  cheap  power  was  a  government 
scheme  similar  to  the  Tennessee  Val- 
ley Authority— the  Bonneville  Power 
Administration,  it  was  called.  Popu- 
lists like  Woody  Guthrie  celebrated  in 
song  the  jobs  it  created,  but  aluminum 
executives  didn't  scruple.  Soon,  a  full 
30%  of  the  U.S.'  production  capacity 
was  firmly  settled  in  Oregon,  Wash- 
ington and  western  Montana. 

Times  have  changed.  Last  year,  the 
BPA  declared  a  form  of  "power  bank- 
ruptcy" that  may  become  increasing- 
ly common  in  our  times.  It  told  its 
aluminum  customers,  voracious  con- 
sumers of  electricity,  that  their  con- 
tracts for  power  could  not  be  re- 
newed as  they  expired,  beginning  in 
1983— unless  new  power  sources  were 
found.  If  they're  not,  something  like 
ten  plants  may  have  to  curtail  pro- 
duction or  simply  shut  their  doors. 

Hardest  hit  would  be  Kaiser  Alumi- 
num &  Chemical  Corp.,  which  has 
40%  of  its  domestic  capacity  in  the 
area  served  by  the  Bonneville  Ad- 
ministration. But  the  problem  is  more 
than  just  Kaiser's:  The  U.S.  is  al- 
ready a  net  importer  of  aluminum. 
Can  it  afford  to  kiss  off  a  full  third 
of  what  it  is  now  able  to  produce? 

To  hear  Kaiser's  president,  Cornell 
Maier,  tell  it,  the  problem  will  be 
solved  somehow.  "I  can't  be  very  pes- 
simistic about  anything  that  far  off." 
This  may  be  excessively  Micawberish. 

For  the  fact  is  that  in  order  to 


meet  its  needs,  the  Northwest  region 
must  develop  in  the  next  six  years  a 
third  again  as  much  load  power  as  it 
has  managed  to  create  since  the  turn 
of  the  century.  And  it  must  do  it 
largely  with  coal  and  nuclear  plants 
rather  than  with  the  high  dams  that 
were  the  territory's  easy  pickings. 
Few  large  dam  sites  remain— and 
even  fewer  are  acceptable  to  the 
environmentalists. 

A     building     binge— coal  makes 


". . .  Like  the  ever-optimistic 
Micawber,  Kaiser's  Maier 
hopes  things  will  turn  up. . . ." 


things  filthy,  doesn't  it?;  nuclear 
plants  explode,  don't  they?— isn't  ex- 
actly likely  in  a  region  where  environ- 
mentalism  and  conservation  are 
sacred  words.  Witness  the  recent  past. 

You  can't  blame  the  Bonneville 
Power  Administration  for  shortsight- 
edness. More  than  ten  years  ago  it 
spotted  the  coming  shortage  and  took 
steps  to  meet  it.  By  1973  at  least  16 
coal  and  nuclear  plants  were  on  the 
drawing  boards  of  various  public  and 
private  utilities,  and  BPA  was  plan- 
ning to  inform  its  customers— all  of  its 
customers— that  their  contracts  would 
be  renewed. 

Then  a  U.S.  district  court  judge 
decided  that  BPA's  plans  for  the 
Northwest  required  an  environmental 
impact  statement,  and  ordered  one 
drawn  up  before  BPA  could  contract 
to  give  service  to  the  new  plants. 
In  addition,  financing  delays,  labor 
problems  and  environmental  opposi- 


tion have  left  ten  of  the  proposed 
thermal  plants  from  two  months  to 
three  years  behind  schedule. 

With  things  at  a  virtual  standstill, 
BPA  told  its  "preference  customers," 
the  public  utilities  who  retail  power, 
that  it  couldn't  assure  meeting  their 
projected  growth  beyond  June  1983. 
The  utilities  countered  by  claiming 
that  it  was  no  problem— the  aluminum 
companies  buy  almost  30%  of  Bonne- 
ville's energy,  so  the  retailers  could 
have  that  power  when  the  contracts 
expired. 

Just  one  problem,  of  course:  With- 
out industry  to  provide  jobs,  the  re- 
tail business  tends  to  dry  up— the  old 
New  York  syndrome,  as  it's  known. 

There  the  matter  now  stands,  a 
tangle  of  conflicting  interests.  Legisla- 
tion may  be  introduced  in  Congress) 
this  year  to  enlarge  the  clout  of  the 
BPA  by  enabling  it  to  buy  the  output 
of  new  power  plants  and  to  use  the 
financial  backing  of  the  Federal  Gov-| 
eminent  to  guarantee  construction  of 
these  plants.  This  plan  is  favored  byl 
some  utilities  and  industry,  but  not  by 
groups  that  feel  that  BPA  already  has 
too  much  control  over  Northwest) 
power  policy. 

But  even  this  plan  won't  simplify) 
the  battle  over  the  environmental  im-j 
pact  of  the  new  plants— a  battle  in 
which  conservationist  groups  like 
Friends  of  the  Earth  have  time  on 
their  side.  Kaiser's  Maier  vows  that 
the  company  will  stay  in  the  North-) 
west,  but  he  admits  that  most  ol 
Kaiser's  major  plants  are  now  being 
built  overseas,  where  power  is  still 
cheap  and  environmentalists  are  mow 
subdued. 

"We  will  continue  to  operate  uj 
there  because  otherwise  I'd  be  con 
ceding  that  the  nation  isn't  going  tc 
solve  its  energy  problems,"  says  Maier 
Like  the  ever-optimistic  (and  ofter 
disappointed)  Mr.  Micawber,  hi 
hopes  things  will  turn  up.  They  hao 
better.  Otherwise  there  will  be  a  loj 
of  unemployed  workers  and  some  verj 
unpopular  environmentalists.  ■ 


32 


FORBES,  FEBRUARY  1,  197: 


The  Homelite  story  makes  a  point 
about  something  even  more  efficient 

than  chain  saws. 


:ver  since  Homelite  started  building  chain  saws  in  1948 
ts  record  has  been  one  of  continual  growth  and  product 
mprovement.  Innovativethinking  and  responsive  man- 
igement  have  created  thousands  of  new  jobs  at  the 
iomelite  Division  of  Textron. 

This  story  makes  a  convincing  case  for  the  efficiency 
>f  the  private  enterprise  system,  according  to  an  initial 
urvey  of  viewer  reactions  to  Textron's  current  television 
ampaign. 

Comments  on  the  advertising,  which  includes  com- 


mercials about  several  other  divisions  of  Textron,  were 
overwhelmingly  favorable.  93%  of  viewers  with  proven 
recall  of  the  campaign  said  the  commercials  were  in- 
formative. 96%  found  them  believable.  84%  thought 
corporations  should  do  this  kind  of  advertising. 

Viewers  also  had  some  nice  things  to  say  about 
Textron.  Which  goes  to  show  that  making  a  case  for 
Business  can  be  good  business.  For  more  details  on 
the  research,  write  "Response','  Textron,  Providence, 
Rhode  Island  02903. 
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Old  Glory  Sails  Again 

Here  comes  Alaska's  oil,  at  long  last.  And  there  sits  Overseas 
Shipholding  with  more  U.S.  flag  tankers  than  anyone. 


This  summer— finally— crude  oil  will 
begin  flowing  down  the  Alaskan 
pipeline  to  the  port  of  Valdez,  there 
lo  he  pumped  aboard  wailing  tank- 
ers. Some  of  them  will  be  bound 
for  the  West  Coast  and  some,  it 
now  turns  out,  for  the  East  Coast, 
too.  Wherever  they  are  bound,  all  of 
those  tankers,  by  law,  will  sail  under 
the  U.S.  flag.  This  is  why  Morton  P. 
Hyman,  the  41-year-old  president  of 
Overseas  Shipholding  Group,  Inc.,  is 
feeling  so  happy  these  days.  New 
York-based  OSG  happens  to  own  the 
largest  independent  fleet  of  U.S.  flag 
tankers  afloat. 

Owning  unsubsidized  U.S.  flag  ves- 
sels and  competing  with  lower  wage- 
rate  foreigners  has  always  seemed  like 
a  quick  route  to  Davy  Jones'  locker. 
Since  1970,  in  fact,  hardly  anyone 
has  had  the  nerve  lo  build  a  new, 
handy-sized  U.S.  tanker  of  under 
100.000  deadweight  tons.  Hardly  any- 


one, that  is,  except  OSG.  It  now  owns 
15  U.S.  tankers— 11  in  operation  plus 
four  slated  for  early  delivery— totaling 
nearly  1  million  dwt.  But  until  re- 
cently, that  was  a  dubious  distinction. 
With  the  delays  in  the  Alaskan  pipe- 
line, OSG  s  tankers  have  suffered 
chronic  underemployment.  Duiing  the 
1974-75  economic  recession,  more 
than  half  of  them  were  laid  up  for 
long  peiiods  of  time. 

In  spite  of  that,  OSG  has  rolled  up 
superb  profits  year  after  year.  In  1976 
it  earned  about  $37  million,  or  around 
$3.70  per  share,  on  revenues  of  over 
$160  million— thus  keeping  alive  its 
record  of  never  netting  le-s  than  20% 
on  its  shareholders'  equity.  How? 
Why?  Because,  in  addition  to  its  U.S. 
tankers,  OSG  also  happens  to  own 
one  of  the  largest  international 
cargo  fleets,  and  because  Mort  Hyman 
lias  managed  that  fleet  with  partic- 
ular skill. 


Trade-Off:  OSG's  Hyman  passes 
up  huge  profits  in  the  spot  tanker 
market  for  merely  large  ones  on 
more  stable  long-term  charters. 


Overseas  Shipbuilding  was  formed 
in  1969  when  five  private  business- 
men, including  Continental  Grain 
Chief  Executive  Officer  Michel  Fri! 
bourg.  decided  to  merge  32  ships  (hey 
owned  in  various  joint  arrangements. 
The  founders  le'aincd  about  two- 
thirds  of  the  shares  and  in  1971  in- 
stalled Hyman.  a  former  legal  achiser 
to  one  of  them,  as  president. 

A  bespectacled  young  lawyer,  Hy- 
man might  seem  miscast  in  a  bun 
ness  domina'ed  by  such  colorful,  often 
mysterious  men  as  Slavros  Nia'chos, 
Costa  Lemos,  D.K.  Ludwig  and  C.Y. 
Tung.  (Even  when  lie  lights  up  one 
of  his  oversized  cigars,  Hyman  looks 
more  like  a  ship's  purser  than  a  a'iy 
fleet  operator.)  Nevertheless,  fhman 
has  expanded  OSG  s  combined  fleets 
to  99  ships  totaling  4.4  million  dwt' 
During  the  last  three  years,  one  oq 
the  stormiest  periods  ever  in  the  bulk] 
shipping  business,  he  has  steered  aj 
steady  course  while  getting  OSG  intq 
position  for  the  Alaskan  oil  trade. 

flyman's  most  critical  expansion 
move  was  his  1973  order  for  fomj 
90,000  dwt.  U.S.  flag  tankers.  WitM 
the  Alaskan  trade  still  years  away,  this] 
put  Hyman  on  the  spot.  If  he  was  to 
keep  OSG  off  the  fiscal  shoals  until 
his  domestic  fleet  was  fully  employed,: 
he  had  to  squeeze  some  extra-large 
profits  out  of  his  international  fleet. 

That  had  been  easy  duiing  the 
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early  Seventies.  They  were  boom  years 
in  the  tanker  business,  but  the  inevit- 
able result  was  an  influx  of  new  ships. 
Hyman  saw  the  glut  ahead,  and  in 
1973  shifted  the  bulk  of  his  fleet  from 
the  highly  profitable  but  volatile  spot 
market  to  the  less  profitable  but  more 
stable  contract  market.  Just  in  the 
nick  of  time.  By  1974  the  internation- 
al spot  market  had  virtually  collapsed, 
but  Hyman's  ships  steamed  full  speed 
ahead  on  long-term  charters  lasting  as 
long  as  until  1989. 

By  1976,  OSG's  new  U.S.  flag  tank- 
ers were  nearing  completion— and  so 
was  the  Alaskan  pipeline.  What's 
more,  its  Alaskan  prospects  had  im- 
proved considerably. 

Originally,  Alaska's  entire  crude 
output— some  1.2  million  barrels  per 
day  by  early  1978  eventually  rising  to 
2  million— was  destined  for  the  West 
Coast,  a  15-day  round  trip  by  tanker. 
But  after  the  Arab  embargo,  West 
Coast  oil  consumption  declined.  In  ad- 
dition, the  Elk  Hills  naval  petroleum 
reserves  in  California  were  released 
for  civilian  use.  That  meant  there 
would  be  a  large  surplus  of  Alaskan 


A  logical  long-term  hedge  against 
just  about  anything  that  can  possibly 
go  wrong  in  the  world  ought  to  be 
good  farmland.  Why  not  a  mutual 
fund  investing  in  such  land?  Why  not 
indeed,  figured  Merrill  Lynch  and 
Chicago's  Continental  Illinois  Nation- 
al Bank,  who  are  readying  what  they 
call  AG-Land  Fund  I.  If  the  fund  sells 
out,  you  can  be  sure  there  will  be  a 
Fund  II  and  III  and  so  on,  plus 
countless  imitators.  The  initial  plan 
is  to  raise  $50  million.  Merrill  Lynch 
will  do  the  marketing  for  a  3.8%  load; 
Continental  will  manage  the  fund  for 
an  annual  1%  of  principal. 

This  new  closed-end  fund  won't  just 
be  for  anyone.  The  yield  will  be  so 
low— 3%  to  5%  net— and  the  return  so 
long  term  that  only  tax-exempt  pen- 
sion funds  will  be  able  to  afford  hold- 
ing its  shares. 

Harvey  Borsuk,  vice  president  ol 
Merrill's  Hubbard  real  estate  wing,  be- 
lieves the  pension  funds  will  go  for  it 
because  they  need  to  diversify  their 
portfolios  under  the  new  Employee 
Retirement  Income  Security  Act.  The 
eyes  of  bankers  besides  Continental's 
are  ablaze  because  they  see  a  new 


oil  on  the  West  Coast— as  much  as 
600,000  barrels  a  day  in  the  early 
stages,  perhaps  1  million  barrels  a  day 
later  on.  With  no  pipeline  to  carry  it 
elsewhere,  the  only  alternative  was 
the  40-day  tanker  round  trip  through 
the  Panama  Canal  to  the  East  and 
Gulf  coasts.  Suddenly,  U.S.  flag  tank- 
ers were  in  even  greater  demand  than 
expected. 

Firming  The  Rates 

Last  August  OSG  chartered  seven 
of  ils  tankers  to  Standard  Oil  of  Ohio 
for  the  Alaskan  trade.  Since  then,  as 
the  other  oil  companies  have  begun 
lining  available  tankers  and  a  cold 
winter  has  increased  oil  consumption 
in  the  U.S.,  spot  tanker  rates  have 
risen  to  alltime  highs.  OSG  should 
be  able  to  secure  good  rates  for  the 
rest  of  its  fleet.  Says  Hyman:  "For  the 
first  time  ever  we  have  a  major  source 
of  year-round  business  for  our  domes- 
tic tankers." 

The  oil  companies,  to  be  sure,  are 
making  noises  about  building  a  pipe- 
line between  the  West  and  East  coasts. 
"There  is  no  question  that  some  pipe- 


market  among  pension  funds  that  ri- 
val money  managers  may  find  hard  to 
enter.  The  reason  is  that  banks,  be- 
cause they  are  big  agricultural  lend- 
ers, have  agricultural  knowhow;  oili- 
er money  managers  do  not. 

The  pension  funds  buying  in,  for  a 
minimum  of  $100,000,  have  to  be  pre- 
pared to  stay  awhile.  To  pull  out, 
they'll  have  to  give  a  year's  notice. 

"The  game  really  is  in  long-term 
land  appreciation,"  says  Merrill 
Lynch's  Borsuk.  Good  farmland  in 
midwestern  states  like  Illinois  has 
doubled  in  value  over  the  past  three 
years,  and  foreign  buyers  poured  more 
than  $100  million  into  U.S.  farm  pur- 
chases in  1976.  But  are  the  city  slick- 
ers getting  into  the  cropland  game  as 
it's  about  finished? 

Merrill  Lynch  and  Continental  ar- 
gue that  this  is  not  the  case.  Farmers 
have  stopped  leaving  the  land,  and 
Continental  says  il  has  a  large  pool 
of  experienced  farmers  itching  to  lease 
properties  they  can't  afford  themselves. 
Meanwhile,  every  year  there  are  hun- 
dreds of  millions  of  new  mouths  to 
feed  around  the  world. 

How  do  farmers  feel  about  all  this? 


line  will  be  built,"  says  Hyman,  "but 
it  is  going  to  take  years.  Then  the 
question  is:  How  much  of  the  West 
Coast  surplus  will  actually  go  through 
it?  As  I  see  it,  the  maximum  feasible 
capacity  would  be  about  500,000 
barrels  per  day,  which  would  still 
leave  a  lot  of  oil  going  by  tanker." 

Mort  Hyman  puffs  very  confident- 
ly on  his  big  cigar  these  days,  as  well 
he  may.  OSG  earned  $3.40  per  share 
last  year  (excluding  foreign  currency 
gains ) .  Analyst  Albert  Upsher  of 
Bache  Halsey  Stuart,  who  follows  the 
company  carefully,  looks  for  earnings 
to  be  at  $5  a  share  by  1979.  Not  bad 
for  a  stock  that  sank  as  low  as  77s  in 
1975  and  even  now  fetches  only 
around  $22  a  share  on  the  New  York 
Stock  Exchange.  OSG's  international 
fleet  is  still  chock-a-block  with  long- 
term  charters,  and  its  domestic  fleet 
is  in  even  greater  demand  than  when 
Hyman  gambled  on  expanding  it.  For- 
tunes, of  course,  can  ebb  and  flow 
rather  abruptly  in  the  bulk  shipping 
business.  But  for  at  least  the  next  few 
years  it  is  hard  to  see  much  ebbing 
in  prospect  for  OSG.  ■ 


Borsuk:  Back  to  the  farm. 


They  feel  rather  hostile.  More  than 
15,000  members  of  the  American 
Farm  Bureau  Federation  meeting  in 
Honolulu  .last  month  shouted  through 
a  resolution  strongly  opposing  such 
funds.  They  fear  big  fund  purchases 
will  drive  up  agricultural  tax  assess- 
ments, which  have  long  represented 
a  special  break  for  the  farmer— and, 
ultimately,  for  the  consumer. 

That's  one  side  of  the  issue.  The 
other  side  is  that  if  the  farmers  are 
all  that  worried  about  the  likelihood 
of  higher  tax  assessments,  AC-Land's 
sponsors  may  be  right  about  farmland 
being  an  underpriced  investment  for 
the  long  pull.  ■ 


Land  Anyone? 


The  return  is  anemic,  but  Merrill  Lynch  and  Chicago's 
Continental  Illinois  National  Bank  are  betting  that 
investors  will  go  for  their  new  land  fund  all  the  same. 
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Storage  expansion 


Peoples  Gas  expands 
6  storage  sites; 

will  add  10%  to  usable 
storage  gas  capacity  this  year. 


One  of  the  ways 
Peoples  Gas  works 
to  supply  gas  energy 
for  14  million  people 
in  Mid-America. 


Right  now,  the  Peoples  Gas  system 
has  aggregate  storage  capacity  of  about 
180  billion  cubic  feet  of  usable  gas 
(over  and  above  "cushion  gas"  require- 
ments). 

With  current  levels  of  pipeline  flow 
gas,  we're  confident  thaf  s  enough  to 
get  residential  and  other  high-priority 
customers  through  the  coldest  pos- 
sible winter. 

But  Peoples  Gas  isn' t  resting.  Here' s 
how  we're  working  to  increase  avail- 
able storage  gas  capacity — in  both 
supply  areas  and  market  areas  —  to 
prepare  for  the  demands  of  the 
winters  ahead. 

Gas  injection  underway  at 
new  Texas  field. 

Late  last  year,  Peoples  Gas  received 
approval  from  the  Federal  Power 


Commission  to  convert  a  nearly 
depleted  gas  field  in  Harrison  County, 
Texas  into  a  supply  reservoir. 

Located  near  the  town  of  Longview, 
the  field  will  have  an  initial  capacity  of 
5.9  billion  cubic  feet  ready  for  use.  It 
will  serve  to  supplement  an  existing 
supply-area  storage  facility  we  have 
near  Sayre,  Oklahoma,  which  has  a 
capacity  of  42  billion  cubic  feet  of  gas 
which  can  be  withdrawn  in  winter. 

Fields  in  Illinois  and  Iowa 
being  expanded. 

Our  Manlove  Field,  in  north-central 
Illinois,  is  being  expanded  in  a  five- 
year  project  that  will  increase  its  supply 
of  underground  stored  gas  507  to  a 


total  of  50  billion  cubic  feet. 

Current  plans  call  for  four  other 
market-area  fields  in  Illinois  and  Iowa 
operated  by  our  interstate  pipeline 
subsidiary  to  be  expanded  by  a  total 
of  157 

Storage  stretches  available  supplies. 

Storage  capacity  gives  a  natural  gas 
system  the  flexibility  to  make  maxi- 
mum effective  use  of  the  supplies 
available  to  it.  Customers  benefit  by 
being  assured  of  deliveries  during  the 
winter  months,  when  they  need  them 
most. 

Year-by-year  expansion  of  storage 
capabilities  has  helped  Peoples  Gas 
provide  gas  for  14  million  people 
in  the  upper  Midwest.  But  if  s  only 
one  part  of  our  multi-faceted  program 
to  cope  with  the  nation's  growing 
shortage  of  natural  gas. 

For  more  information  concerning 
Peoples  Gas — and  to  get  a  better  look 
at  the  dominant  gas  system  in  Mid- 
America  —  send  for  our  Annual 
Report.  Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690. 


Peoples  Gas  Company 

The  gas  system  working  for  Mid -America. 


The  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America,  The  Peoples  Gas  Light  and  Coke  Company,  North  Shore  Gas  Company,  Harper  Oil  Com] 


pany. 


Volume  In  Billions:  The  bond  trading  room  at  Salomon  Brothers,  one  of  34  primary  dealers  in  government  securities. 


Look  Who  Made  It 
In  Wall  Street! 

The  bond  boys,  especially  the  government  bond  boys, 
were  The  Street's  big  heroes  last  year. 


By  PAUL  BLUSTEIN 

The  limousine  drivers  know  who 
is  currently  making  it  big.  "They'll 
tell  you  who  rides  the  limousines  out 
of  the  local  saloons  down  on  Wall 
Street,"  says  John  Eckstein,  a  trader 
in  U.S.  Government  securities  who 
runs  his  own  firm.  "At  one  time,  it 
was  the  equity  boys;  next  it  was  the 
fund  managers;  next  it  was  the  over- 
the-counter  stock  traders;  then  the 
REIT  boys.  And  this  year's  big  shots? 
The  government  bond  people." 

In  fact,  1976  was  a  year  of  jump- 
ing activity  for  dealers  and  traders  in 
fixed-income  securities  of  all  sorts,  not 
just  governments.  But  the  govern- 
ment market's  spectacular  growth  and 
profitability  set  the  pace. 

Who  would  have  thought  it  pos- 
sible? Even  the  go-go  Sixties  were 
dull-dull  or  down-down  for  bonds, 
what  with  relatively  stable  interest 
rates  and  booming  equity  markets. 
When  tight  money  arrived  in  the  first 
year  of  the  Nixon  Administration 
and  discouraged  corporate  borrowing, 
things  got  so  bad  in  bond  alley  that 
a  trade  publication,  Institutional  In- 
vestor, ran  a  story  in  1969  showing  a 


picture  of  a  dinosaur  with  the  ques- 
tion: "Can  the  bond  market  survive?" 
According  to  Institutional  Investor, 
the  bond  market  was  an  "anachron- 
ism ...  in  the  long  run,  the  public 
market  for  straight  debt  may  become 
obsolete." 

Some  obsolescence! 

Several  events  have  converged  to 
make  the  bond  market  boom— and  to 
make  fools  out  of  its  doomsayers.  First 
of  all,  interest  rates  have  dropped 
sharply  from  their  1974  inflationary 
highs.  At  the  worst,  the  yield  on  one- 
year  Treasury  bills  hit  9M%.  Today 
one-year  bills  yield  around  5%.  A  de- 
cline in  interest  rates— particularly  of 
that  magnitude— makes  bond  prices 
shoot  up,  just  as  a  rise  in  interest 
rates  makes  bond  prices  drop. 

Meanwhile,  a  flood  of  new  fixed- 
income  securities  has  hit  the  market. 
Since  1975  the  U.S.  Treasury  has 
been  running  deficits  of  previously  un- 
thinkable size,  loosing  hundreds  of  bil- 
lions of  new  debt  on  the  market. 
With  credit  easing,  1976  was  also  a 
big  year  for  underwritings  by  corpora- 
tions that  wanted  to  build  their  badly 
strained  liquidity,  and  by  local  gov- 
ernments who  were  pried  out  of  the 


market  in  1974  and  1975.  Corpora- 
tions issued  $24.3  billion  of  public- 
debt  in  1976,  following  a  record  $31.1 
billion  in  1975;  state  and  local  gov- 
ernments marketed  a  record  $32.1  bil- 
lion. Last  year,  moreover,  a  glorious 
business  was  growing  in  obligations 
of  federal  agencies  like  the  Govern- 
ment National  Mortgage  Association 
— Ginnie  Mae  (Forbes,  Nov.  1,  1976, 
p.  69).  It  was  all  a  godsend  for  many 
securities  firms  that  have  taken  a 
pounding  from  negotiated  brokerage 
commissions  in  the  stock  market. 

In  four  individual  weeks  last  year, 
average  daily  trading  in  U.S.  Treasury 
debt  jumped  higher  than  $15  bil- 
lion—per day!  !— just  among  "primary 
dealers"  (those  who  trade  with  the 
Federal  Reserve  Bank  of  New  York 
in  its  open  market  operations),  but 
these  dealers  are  far  from  being  the 
entire  market.  On  some  days  total 
government  bond  trading  throughout 
the  country  may  have  gone  higher 
than  $30  billion! 

Among  the  primary  dealers  alone, 
average  daily  trading  last  year  was 
$10.5  billion,  three  times  1973  levels. 
By  way  of  rough  comparison,  aver- 
age daily  trading  volume  on  the  New 
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York  Stock  Exchange  in  1976  was 
$631  million.  But  consider  this:  The 
New  York  Stock  Exchange  business 
was  divided  among  485  member 
firms;  in  sharp  contrast,  there  are  on- 
ly 34  "primary"  government  bond 
dealers  (up  from  22  a  couple  of  years 
ago).  Other  bond  markets  were  boom- 
ing, too,  but  governments  were  where 
the  big  action  was. 

With  that  kind  of  volume— and 
with  relatively  few  primary  partici- 
pants—there is  good  money  to  be 
made,  even  with  sliver-thin  margins. 
"There  are  two  reasons  people  make 
money  in  this  business,"  says  Donald 
Weeden,  chairman  of  Weeden  &  Co. 
"They're  doing  a  lot  of  business  and 
the  inventory  they  carry  appreciates 
in  value.  If  you  have  high  volume 
plus  an  upward  trend  in  the  market. 


Billions 
By  Phone 

The  wellspring  of  supply  in  the  huge 
market  for  government  debt  is,  of 
course,  the  U.S.  Treasury  Depart- 
ment. As  cash  needs  develop  and 
fluctuate,  the  Treasury  periodically 
sells  short-term  bills,  medium- 
term  notes  and  long-term  bonds  to 
the  public.  Once  in  the  public's 
hands,  the  securities  trade  in  an 
over-the-counter  market  conducted 
by  telephone. 

If  interest  rates  go  down,  the  se- 
curities' prices  go  up— and  vice  versa. 
Interest  rates,  in  turn,  largely  depend 
on  the  Open  Market  Committee  of 
the  Federal  Reserve  Board,  which 
decides  whether  to  tighten  or  ease 
the  supply  of  credit.  If  the  Fed  wants 
to  tighten  credit,  it  sells  securities, 
thereby  draining  funds  from  the 
economy;  if  it  wants  to  ease  credit, 
it  buys  securities,  thereby  injecting 
funds  into  the  economy. 

The  dealers  and  investing  cus- 
tomers keep  a  close  watch  on  Fed  ac- 
tivity. For  when  the  Fed  moves,  the 
market  reacts  within  minutes,  even 
seconds.  To  survive  in  this  business, 
you  must  not  onlv  be  right;  you  must 
be  right  fast.  At  right,  some  people 
who  make  up  the  government  market. 


that  means  a  lot  of  profit."  Last  year 
the  dealers  had  both— in  spades. 

One  consequence  of  that  was  pre- 
dictable. Everyone  wanted  to  get  into 
the  business,  and  the  bidding  for  the 
relative  handful  of  skilled  bond  trad- 
ers kept  getting  heavier.  Banks  like 
Morgan  Guaranty,  Bankers  Trust  and 
Chemical  Bank  were  raided  of  much 
of  their  bond  trading  talent  by  Wall 
Street  firms  offering  big  money. 

A  typical  government  trader  with 
just  one  or  two  years'  experience— a 
person  of  perhaps  25  or  30— now 
earns  around  $40,000  a  year  at  many 
nonbank  firms;  not  so  long  ago  a  rela- 
tive beginner  was  lucky  to  earn  half 
that  much.  For  more  experienced 
traders  and  salesmen  in  governments, 
annual  compensation  at  nonbank  firms 
—base  salary  plus  bonus  incentives— 


At  The  Fed:  Peter  Sternlight,  48,  is 
the  man  Fed-watchers  watch  for  day- 
to-day  wiggles  in  monetary  policy. 
Sternlight  directs  daily  activity  at  the 
Fed's  Open  Market  Account  trading 
desk  at  the  New  York  Federal  Re- 
serve Bank,  under  the  direction  of 
Account  Manager  Alan  Holmes.  The 
Account  buys  and  sells  securities  in 
order  to  implement  the  decisions 
taken  by  the  Open  Market  Committee 
at  its  monthly  meetings  in  Washing- 
ton. "They  give  us  a  range  within 
which  they  would  like  to  see  growth 
of  monetary  aggregates,"  Sternlight 
explains.  "They  associate  with  that 
certain  bounds  on  money  market  in- 
terest rates."  Sternlight's  traders  con- 
tact the  primary  dealers  for  bids  and 
offerings  one  to  three  times  a  day. 


averages  around  $100,000.  For  top 
producers,  bonus  and  profit-sharing 
incentives  can  be  100%,  200%  or  even 
(in  rare  cases)  1,000%  of  base  salary. 

With  bonuses,  one  promising  man 
just  out  of  the  University  of  Chicago 
who  has  been  trading  government  se- 
curities for  just  over  a  year  and  a 
half,  now  earns,  says  a  friend  in  the 
business,  annual  compensation  "in  the 
low  three  figures."  Three  figures? 
Doesn't  he  mean  six?  "Oh,  sure,"  says 
the  friend.  "You  just  add  on  the  thou- 
sands." And  he's  a  beginner. 

At  the  upper  end  of  the  bond  trad- 
ing profession,  the  actual  figures 
earned  are  secret— a  secrecy  that 
grows  partly  out  of  prudence,  partly 
out  of  sheer  embarrassment  at  the 
numbers.  It  is  said  in  The  Street  that 
Giles  Brophy,  president  of  First  Penn- 


Department  Head:  The  partner  in 
charge  of  the  government  bond  de- 
partment at  Salomon  Brothers  is  Wil- 
liam Brachfeld,  42.  He  monitors  and 
guides  Salomon's  26  traders  who 
make  markets  in  government,  money 
market  and  federal  agency  securities. 
It's  the  job,  a  demanding  one,  once 
held  by  former  Treasury  Secretary 
William  Simon.  "Wherever  the  action 
is  at  any  particular  time,"  says  Brach- 
feld, "I'll  shift  my  attention  there." 
"Action"  includes  big  events  like  bids 
on  new  Treasury  offerings.  "I  en- 
courage traders  to  do  their  own 
thing,"  he  says,  "but  if  anything  large 
or  out  of  the  ordinary  occurs,  we'll 
discuss  it."  In  a  long  meeting?  No 
way.  Says  Brachfeld,  "We'll  make  de- 
cisions in  a  couple  of  seconds." 
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co  Securities  (a  subsidiary  of  First 
Pennsylvania  Corp.)  made  around 
$500,000  last  year.  If  so,  Brophy 
earned  it:  Last  year.  First  Pennco 
earned  $4  million,  more  than  enough 
to  offset  the  $2.4-million  loss  suffered 
by  Pennamco,  First  Pennsylvania's 
troubled  mortgage  servicing  unit. 

Even  Brophy's  earnings  were  prob- 
ably small  change  compared  with 
what  some  of  the  partners  made  at 
Salomon  Brothers.  In  the  year  ended 
Sept.  I,  Salomon  Brothers  reported 
that  it  made  a  profit  of  $70  million, 
a  major  part  of  it  from  government 
bond  trading.  A  \%  partner  of  Salo- 
mon Brothers  would  have  earned 
$700,0()0-and  the  firm  has  a  goodly 
number  of  partners  whose  share  is 
much  greater  than  1%,  although  ac- 
tive partners  are  required  to  reinvest 


Trader:  R.  Dennis  Shea,  37,  is  the 
man  in  charge  of  trading  Treasury 
bills  at  Merrill   Lynch  Government 
i  Securities.  By  checking  with  Merrill 
I  Lynch's  traders  in  longer  term  Trea- 
i  suries  and  federal  agencies,  as  well  as 
with  its  head  salesman,  Shea  gets  a 
"gut  feel"  for  the  way  the  whole  gov- 
'  ernment  market  is  moving.  Addiiion- 
j  ally,   he   talks   to   trusted  contacts 
'  throughout  the  country  on  the  state  of 
i  the  bill  market.  After  determining  his 
|  position,  Shea  and  two  traders  re- 
|  sponsible  to  him  feed  their  bids  and 
I  offerings  to  the  sales  force.  But  the 
i  market  moves  quickly,  and  a  quick 
flash  over  the  intercom  can  instantly 
!  alter    Merrill    Lynch's    position  in 
Treasury  bills.  Says  Shea:  "It's  like 
audible  signals  in  football." 


a  certain  percentage  of  their  earnings. 

The  Ginnie  Mae  sector,  the  newest 
part  of  the  market  and  hot  as  a  pis- 
tol, is  producing  some  of  the  fanciest 
compensation  packages.  "It's  unbe- 
lievable," says  one  experienced  bond- 
man. "I  know  one  fellow  who  traded 
for  us;  we  were  paying  him  $18,000 
and  fired  him  after  about  six  months. 
He  wasn't  any  good.  He  wound  up  in 
a  Ginnie  Mae  department,  and  I  was 
told  he  made  over  $100,000." 

Good  corporate  bond  traders  and 
salesmen  are  also  a  hot  item  these 
days.  Michael  Maloney,  a  "headhunt- 
er"  in  the  fixed-income  area,  says  that 
since  the  banks  don't  trade  corporates. 
Wall  Street  can't  look  to  them  as  a 
source  of  new  talent  as  it  does  in  gov- 
ernments. "Corporate  bond  traders  are 
trained  at  the  trading  dc  ik.  They're 


Salesman:  Actually,  says  Ralph  Peters, 
47-year-old  sales  manager  at  Discount 
Corp.,  "We  prefer  the  term  'contact 
man'  to  'salesman,'  because  he 
both  buys  and  sells."  A  contact  man's 
basic  function  is  to  serve  as  a  bridge 
between  the  investing  public  and  the 
trader,  who  puts  prices  on  securities. 
But  the  sales  job  involves  much  more 
than  just  phoning  customers  and  re- 
laying figures.  To  obtain  a  flow  of 
good  business,  says  Peters,  "a  good 
contact  man  provides  service  for  his 
customers."  For  instance,  he'll  ex- 
plain the  dealer's  latest  information 
about  Fed  behavior,  the  economy  and 
market  activity.  Then  the  flow  of  in- 
formation reverses:  Contact  men  also 
constantly  apprise  traders  of  "retail" 
demand  for  securities  by  institutions. 


given  a  phone  and  told    'Here,  start 
trading,'  "  says  Maloney.  A  key,  pro\ 
en  corporate  trader  at  a  good  Wall 
Street   firm   will   make   upwards  of 
$200,000  in  a  year  like  1976. 

Ask  any  bondman,  and  he'll  tell 
you  he's  worth  every  cent  he  gets. 
The  tension  is  enormous  because  the 
downside  risks  are  as  huge  as  the 
upside  opportunities.  When  you  are 
dealing  in  billions,  a  mill  on  the  dol- 
lar amounts  to  big  money  and  even 
an  hour  of  declining  prices  can  play 
hell  with  a  dealer's  inventories. 

In  1973-74,  when  interest  rates 
went  wild  on  the  upside,  red  ink 
spurted  all  over  the  bond  market— and 
not  just  in  Wall  Street.  Some  regional 
banks  had  hired  semiprofessional  trad- 
ing staffs  to  get  into  the  business; 
many  of  them  were  clobbered.  On  The 


Customer:  Manager  of  a  $2-bi  I  lion 
customer  account  at  Brown  Brothers 
Harriman  &  Co.,  Patricia  de  Blank, 
31,  is  one  of  the  largest  customers  for 
government  and  federal  agency  se- 
curities. With  a  staff  of  three,  de 
Blank  trades  securities  with  much  the 
same  split-second  precision  as  a  deal- 
er. The  difference  is  that  a  customer 
has  assets  on  which  to  maximize  the 
return;  a  dealer  has  capital  to  lever- 
age. "We  are  either  in  the  market  or 
out  of  the  market,"  de  Blank  says. 
"In  the  market"  means  she  has  bought 
securities.  "Out  of  the  market"  means 
her  money  is  invested  in  a  riskless  re- 
purchase agreement  with  dealers  (see 
story).  For  information  about  Fed  or 
market  activity,  she  often  consults 
dealers'  financial  economists. 
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Youngdahl  Of  Aubrey  Lanston:  A 

low-key  crowd,  with  few  employees, 
lots  of  capital,  enormous  profits. 


Street  itself  Lehman  Brothers  report- 
edly lost  several  million  dollars  and 
cut  hack  its  government  trading  op- 
eration. Covered  with  blood,  Lehman 
and  Paine,  Webber  both  withdrew 
from  the  list  of  primary  dealers. 

But  you  can't  keep  a  cat  away  from 
the  catnip.  With  the  equity  business 
hurting  last  year,  Lehman  and  Paine, 
Webber  both  were  back  on  the  list  of 
primary  dealers  and  trying  to  get  a 
piece  of  the  government  bond  action. 

They  simply  couldn't  stay  away. 
The  leverage  in  the  government  bond 
business  is  both  dangerous  and  irre- 
sistible. A  nonbank  government  bond 
dealer,  with  $25  million  in  capital, 
can  take  a  bond  position  20  or  even 
100  times  as  big-$500  million  to  $2.5 
billion.  (If  that  sounds  huge,  re- 
member: In  governments,  any  trade  of 
less  than  $1  million  is  considered  an 
odd  lot. ) 

The  dealer  finances  his  inventory  of 
securities  either  by  borrowing  on  the 
overnight  money  market  or  by  putting 
his  paper  out  on  a  repurchase  agree- 
ment, usually  to  an  institutional  in- 
vestor or  corporate  money  manager. 
This  particular  form  of  money-lending 
guarantees  the  lender  a  certain  rate 
of  return  on  his  short-term  cash  in- 
vestment. The  dealer,  meanwhile, 
gains  or  loses  on  any  change  in  the 
securities'  price.  The  dealer,  in  ef- 
fect, is  trading  a  very  thin  margin, 
anywhere  from  57c  down  to  1%. 

On  this  leverage,  the  government 
dealers  have  three  ways  of  making 
money:  through  the  spread  between 
the  bid  and  offer  price  of  a  bond; 
from  the  "carry"— that  is,  the  differ- 
ence between  what  the  bonds  pay  in 


interest  and  what  his  borrowed  money 
costs  him;  and,  finally,  from  price 
movements  in  his  inventory. 

The  first,  the  spread,  is  very  thin. 
It  usually  runs  between  l/i2&  of  1% 
up  to  %2  of  1%  in  governments. 
Does  this  sound  suicidally  thin?  Be- 
member  that  on  a  $100-million  or- 
der—big, but  not  out  of  the  ordinary 
—even  Viss  amounts  to  a  commis- 
sion of  $7,812.50— which  will  pay 
quite  a  few  days'  rent,  heat  and  light, 
to  say  nothing  of  clerical  salaries.  In 
fact,  that  is  just  what  most  dealers  re- 
gard the  spread  as:  overhead  money. 
"It  pays  the  rent,"  says  C.  Bichard 
Youngdahl,  chairman  of  Aubrey 
Lanston  &  Co.,  one  of  the  premier 
specialists  in  government  securities. 

Figuring  the  average  spread  at 
\{\\  of  1%,  the  total  spread  on  an  av- 
erage day's  business  last  year  for  the 
34  primary  dealers  must  have  approxi- 
mated well  over  $1  million  per  trad- 
ing day,  or  close  to  a  quarter  of  a  bil- 
lion dollars  in  a  year. 

But  that  is  only  the  spread.  The 
carry— the  difference  between  interest 
earned  and  interest  cost— can  be  nega- 
tive. Last  year,  however,  it  was  a  prof- 
itable item  for  bond  dealers,  what 
with  short-term  interest  rates  (the 
cost  of  financing  inventory)  well  be- 
low those  for  medium-  and  long-term 
maturities  (the  rates  received  on 
inventory) . 

The  real  kicker  for  bond  dealers  is 
what  happens  to  their  inventories. 
If  dealers  believe  yields  will  fall,  they 
go  "long"  the  market- increase  their 
inventories.  If  they  believe  yields  will 
rise,  they  try  to  reduce  their  position 
or  even  sell  securities  short— that  is, 


sell  borrowed  paper  in  hopes  of  re- 
placing it  later  at  lower  prices.  The 
biggest  gains  and  losses  occur  in  long- 
term  bonds,  which  are  most  sensitive 
to  interest  rate  swings.  Timing  has  to 
be  perfect;  a  bond  can  rise  or  fall 
more  than  a  point  in  price  in  one 
afternoon.  That's  $10  per  $1,000 
bond,  or  $10,000  on  each  $l-million 
round  lot.  Even  in  the  municipal  and 
corporate  markets,  where  the  spreads 
between  bid  and  offered  prices  are 
typically  far  wider  than  in  govern- 
ments, price  movements  largely  deter- 
mine profitability.  "You  can  talk  about 
underwriting  and  new-issue  sales 
credits,  and  you  can  talk  about  posi- 
tive carry,  which  are  all  important," 
says  a  veteran  corporate  bond  trader. 
"But  on  the  bottom  line,  if  you're  not 
positioned  right,  you're  a  dead  man." 

Playing  It  Slow 

One  bondman  who  has  taken  po- 
sitioning to  its  logical  conclusion  is 
John  Eckstein,  formerly  head  govern- 
ment trader  at  Giles  Brophy's  outfit. 
His  firm,  a  $2-million  (capital)  deal- 
er in  governments,  does  little  of  the 
day-to-day,  minute-to-minute  hading 
that  most  bond  dealers  thrive  on.  In- 
stead of  playing  for  64ths  of  a  point, 
Eckstein  and  his  small  band  of  insti- 
tutional customers  play  for  relative- 
ly wide  swings.  The  big  bond  houses 
might  turn  over  their  billions  in  in- 
ventory twice  a  day;  Eckstein  turns 
over  his  inventory  maybe  once  a  week. 
As  a  result,  Eckstein's  quiet  office, 
with  only  four  employees,  is  a  relaxed 
contrast  to  the  hubbub  that  character- 
izes the  crowded,  auditorium-sized 
trading  floor  of,  say,  Salomon  Broth- 


Eckstein  (seated  left)  And  Michaelcheck  Of  J.F.  Eckstein  &  Co.: 

Two  assistants  and  $2  million  in  capital;  going  for  position,  not  volume. 
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ers  Still,  it  is  nervous  work.  "We  place 
our  bets,"  says  Eckstein  partner  Wil- 
liam Michaelcheck,  "and  then  we 
watch  this  thing  [a  TV  screen  dis- 
playing government  securities  quota- 
tions] very  carefully." 

By  contrast,  a  firm  with  huge  vol- 
ume like  Salomon  Brothers  happily 
handles  the  thin-margin,  big-volume 
business.  A  $50  gain  on  a  $l-million 
trade  may  not  sound  like  much,  but  it 
adds  up  when  you  start  talking  about 
$1  billion  in  volume.  Even  in  a  falling 
market,  a  customer-oriented  bond  ma- 
chine like  Salomon  keeps  making  mar- 
kets, though  the  spreads  between  bid 
and  offered  prices  widen  sharply  as 
Sealers  pitch  their  buying  prices  well 
below  their  selling  prices  to  avoid  be- 
ing stuck  holding  the  bag. 

Most  dealers  in  the  bond  business 
fall  somewhere  in  between  the  Eck- 
stein type  and  the  Salomon  type,  but 
ultimately  they're  all  playing  the  same 
game:  trying  to  guess  the  likely  path 
of  bond  yields  and  prices. 

Looking  back  on  1976,  making 
money  in  bonds  looked  easy.  Interest 
rates  declined  fairly  consistently  all 
year,  the  major  exception  being  a 
sharp  rise  lasting  from  late  April  into 
May.  Carry  was  positive  all  year. 

For  all  this,  1976  wasn't  altogether 
like  shooting  fish  in  a  barrel.  There 
was  still  the  problem  of  tracking  the 
market.  The  best  way  to  have  figured 
the  market  last  year  was  simply  to 
listen  to  what  the  experts  said  and 
then  do  the  opposite.  Most  experts 
were  predicting  that  inflation  and  in- 
terest rates  would  be  higher  at  the 
end  of  the  year  than  at  the  beginning. 
Only  a  few  pundits  (they  included 
Forbes'  Ben  Weberman;  some  bond- 
men are  calling  1976  "the  Weberman 
market")  thought  that  interest  rates 
would  be  lower  by  the  year's  end. 

This  created  obvious  problems: 
Bond  prices  were  rising,  yes,  but  the 
expectation  was  that  they  soon  would 
start  dropping.  "During  the  first  seven 
months  of  the  year,"  says  Langdon 
Cook,  a  congenial  ex-Morgan  Guar- 
anty bond  trader  who  has  set  up  his 
own  firm  dealing  in  governments  and 
municipals,  "participants  in  the  bond 
market  were  trading  defensively.  They 
(were  taking  their  profits  quickly  and 
their  losses  quickly,  even  though  the 
best  bond  performance  anyone  could 
have  wished  for  would  be  to  have 
bought  the  Treasury  8s  of  '83  in  Feb- 
ruary and  just  sat  on  them  all  year- 
long." (The  profit— capital  gains  plus 
;L-arry— on  $1  million  worth  of  the  8% 
Treasuries  of  1983  would  have  been 
around  $94,000  had  you  held  them 
from  mid-February  to  Dec.  31.) 

Thus  most  bond  dealers  kept  slim 
positions  until  around  late  August 
|see  chart,  right),  when  discourag- 


ing news  about  the  economic  recovery 
made  it  clear  that  interest  rates  were 
bound  to  decline  further.  It  was  not 
until  then  that  the  bond  business  as 
a  whole  became  bullish.  Therefore,  its 
profits  weren't  as  huge  as  they  might 
have  been.  Still,  they  were  huge  in- 
deed. "I  don't  think  1976  was  a  year 
of  who  guessed  the  market  wrong," 
says  Myron  Taylor,  Morgan  Guar- 
anty's top  government  bondman.  "I 
think  it  was  a  year  of  who  guessed 
right  the  biggest." 

But  there  is  another  side  to  the 
bond  business.  In  the  end,  it  is  like  any 
other  business:  It  isn't  what  you  make 
that  counts  but  what  you  keep.  Mak- 
ing money  in  the  bond  business  is  con- 
siderably easier  than  holding  on  to  it. 
"What  separates  the  sheep  from  the 
goats  in  this  business,"  says  Young- 
dahl  of  Aubrey  Lanston,  "is  what  you 
do  when  you're  not  in  1976's  kind  of 
a  market." 

The  best  way  to  make  significant 


amounts  of  money  in  a  bear  bond 
market  is  by  selling  short,  and  most 
traders  don't  like  to  do  that  for  psy- 
chological reasons  that  obtain  in  al- 
most any  market.  They  usually  try  in- 
stead to  avoid  losing  piles  of  money 
by  keeping  their  inventories  of  securi- 
ties, especially  of  long-term  paper, 
very  tight.  The  weak-kneed  drop  out 
of  the  bidding  altogether,  and  the  big, 
consistent  market-makers  collect  wid- 
er spreads  on  trades  they  execute. 

Aside  from  the  fact  that  short- 
selling  makes  dealers  nervous,  it  can 
also  be  expensive  and  difficult  for 
them;  they  have  to  borrow  and  de- 
liver securities  they  don't  have.  Short- 
ing a  municipal  bond  is  almost  im- 
possible because  the  big  blocks  need- 
ed may  not  be  readily  available  when 
the  time  comes  to  "cover  the  short." 
In  general,  dealers  wind  up  with  net 
long  positions  even  in  falling  markets, 
because  it's  easier  to  conduct  custom- 
er business  when  they  have  inventory. 


They  Could  Have  Done  Even  Better 

Bond  dealers  made  piles  of  money  in  1976,  but  as  the  chart  below  shows, 
they  could  have  made  lots  more.  The  surest  way  to  bond  profits  is  a  large 
inventory  in  a  rising  market.  Apart  from  a  sharp  downturn  in  late  April  and 
May,  bond  prices  rose  fairly  consistently  thoughout  the  year.  But  dealers, 
fearful  that  interest  rates  would  turn  up,  didn't  take  really  big  positions  in  the 
long-term  market  until  August.  Only  then,  when  news  of  the  "pause"  in  the 
recovery  virtually  assured  that  interest  rates  would  continue  to  decline,  send- 
ing bond  prices  up,  did  they  jump  in. 


Source:  Federal  Reserve  Board        19      7  6 
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So  they  lose  money,  but  they  just  try 
to  lose  as  little  as  possible. 

Perhaps  even  more  treacherous  than 
a  bear  market  is  a  neutral  market  in 
which  interest  rates  aren't  headed  in 
any  particular  direction.  "Sometimes 
traders  find  that  they  have  to  work 
their  way  out  of  a  pattern,"  says  Lang 
Cook.  "You  take  a  position,  the  mar- 
ket goes  against  you,  so  you  liqui- 
date. Then  you  find  out  if  you'd  held 
on  another  day,  you  would  have  been 
all  right  because  something  else  came 
out,  and  the  market  went  back,  so  you 
jump  in  again  just  in  time  for  it  to  go 
down  again.  It  happens  to  everybody. 
You  can  lose  half  a  million  dollars  just 
like  that." 

And  you  can  suffer  sleepless  nights 
and  nervous  days.  "If  you've  gone  long 
the  market,"  says  Lanston's  Young- 
dahl,  "and  it  goes  down,  you're  sit- 
ting there  with  a  quarter  of  a  billion 
or  half  a  billion  dollars  worth  of  se- 
curities  that   nobody  wants— at  any 


Ah,  for  the  good  old  days.  In  an- 
cient Babylonia,  if  your  banker  de- 
manded additional  collateral  and  you 
didn't  have  any  other  unencumbered 
property,  you  could  always  pledge 
your  wife.  Then,  as  now,  hankers  liked 
their  pounds  of  flesh.  ( It  isn't  re- 
corded whether  the  lady  was  put  in 
escrow  or  could  be  used  by  the  lender 
for  housework  and  other  purposes. ) 

Our  authority  for  the  above  and  for 
literally  dozens  of  other  pieces  of  in- 
formation, both  basic  and  incidental, 
is  that  fascinating  volume,  History  of 
Interest  Rates*,  by  Sidney  Homer. 
Homer,  now  74  and  retired  from  a 
partnership  (but  still  a  limited  part- 
ner) in  Salomon  Brothers,  is  the  grand 
old  man  of  the  bond  business.  He  is 


^Rutgers  University  Press,  scheduled  to 
be  available  in  the  spring  of  1977  at  ap- 
proximately $40. 


price,  or  so  it  seems  at  the  time.  It 
could  go  down  a  point,  two  points; 
there  doesn't  seem  like  there's  any  end 
to  it  at  the  time.  It's  like  looking  into 
a  pit  and  not  being  able  to  see  the 
bottom;  you  feel  like  someone's  pushed 
you  in."  Adds  John  Eckstein:  "When 
you're  wrong,  almost  everybody's 
wrong.  The  market  breaks,  and  peo- 
ple try  to  get  out,  but  they  can  t. 

Then,  filially,  the  market  bottoms. 
"Everyone  calls  one  another,'  says 
Eckstein,  "and  it's  like  people  coming 
back  up  alter  a  bombing.  Everyone 
checks  on  the  other  people  to  sec-  how 
everybody  is." 

It's  typical  of  the  government  mar- 
ket that  in  checking  up  on  one  an- 
other, nobody  ever  admits  he  was 
clobbered— bad  for  the  image.  It's  OK 
to  talk  about  other  people's  losses; 
your  own,  never.  Listen  as  one  bond 
manager  calls  the  head  government 
trader  at  a  large  New  York  bank  on  a 
day  when  bond  prices  are  way  down: 


the  person  Forbes  chose  to  represent 
the  bond  business  for  our  cover— and 
Homer  braved  a  cold,  winch  January 
clay  to  oblige. 

A  Harvard  graduate  (class  ol  23, 
magna  cum  laude)  in  philosophy. 
Homer  entered  Wall  Street  after  col- 
lege. In  the  late  Forties  and  Fifties, 
he  headed  up  the  bond  department 
of  investment  counsel  Scudder  Stevens 
&  Clark,  and  joined  Salomon  Brothers 
as  a  general  partner  in  1961. 

What  does  Homer  see  ahead  for  in- 
terest rates?  To  paraphrase  J. P.  Mor- 
gan, he  sees  them  continuing  to  fluc- 
tuate. Do  today's  8%-plus  long-term 
rates  seem  attractive,  even  though 
they  were  9%-plus  last  year?  he  asks. 
Don't  forget  that  it  wasn't  so  long  ago 
that  6%  seemed  scandalously  high  and 
l'r  was  normal!  It  would  be  wrong 
to  assume,  he  says,  that  those  days 
are  necessarily  gone  forever. 


'Where's  ?" 

"lie's  not  here  right  now,''  replied 
a  junior  trader. 

"Getting  his  helmet  repaired?'  in- 
quired the  manager  dryly. 

"Oh  no,"  said  the  junior  man  airily. 
"We're  just  fine." 

The  manager  grinned.  "Those 
guys,"  he  said  after  hanging  up,  "have 
never  been  wrong,  from  what  they 
tell  me." 

for  all  this  secrecy  about  business 
nutters,  bond  trading  is  a  close-knit 
fraternity  of  people,  most  of  them  be- 
tween 25  and  45.  What  do  thev  have- 
in  common?  Just  this:  A  skill  in  being 
able  to  manipulate  numbers  in  their 
lie  ads  and  in  constantly  making  split-  J 
second  decisions  without  cracking  up. 
Bond  traders  party  together,  go  to 
hockey  and  basketball  games  togeth- 
er and  drink  (often  a  great  deal, 
thanks  to  the  pressures  of  the  job)  a 
together. 

As  in  any  small,  close-knit  group, I 
established  members  tend  to  resent 
newcomers.  "You've  got  too  main'  ain-fl 
ateurs  coming  into  the  government 
business,  '  complains  one  trader.  Oth- 
ers  echo   similar  worries   about  the 
number  of  inexperienced  independents 
who  have  jumped  into  the  corporate,! 
municipal  and  agency  markets.  "You 
get  guys  who  think  they're  hot-shot 
traders,"  says  the  head  of  the  fixed™ 
income  trading  department  at  a  large 
Wall    Street    firm    disgustedlv ,  "and 
thev  say,  'Hell,  I  only  make  SSO.OOO. 
I'll  go  out  and  do  it  for  myself,  set  up 
my  own  firm.'  " 

Prepare  For  War 

Well-seasoned  bondmen  argue  that 
newcomers,  capable  enough  in  a  bull 
market,  will  get  creamed  in  a  bear 
market  because  they  won't  cultivate 
a  customer  base  or  delivery  system 
stable  enough  to  permit  them  to  clear 
out  (or  short)  their  positions  when 
the  market  turns  sour. 

"Last  year  is  far  more  atypical  of 
the  bond  market  than  typical,"  w  ains 
Lang  Cook.  "The  difficulty  in  attitude 
we'll  have  this  year  will  be  to  get  back  j 
to  the  old  philosophy  that  you  take 
your  losses  and  ride  your  profits.  You'll 
have  to  get  used  to  taking  your  loss 
quickly.  We'll  have  to  be  mentally 
prepared  to  lose  money." 

A'-id  not  only  mentally.  As  if  to  re- 
mind  the  bond  fraternity  that  there 
still  is  plenty  of  opportunity  to  lose 
money  in  their  business  as  well  as  to 
make  it,  the  market  took  a  sharp  tum- 
ble in  the  first  two  weeks  of  1977.  A 
good  many  speculators  were  shaken 
out  of  their  euphoria  and  out  of  a 
good  part  of  the  profits  that  they  had 
been  piling  up  in  recent  months.  The 
bond  market,  quite  clearly,  is  no  place 
for  kids.  ■ 


Long  View:  Sidney  Homer's  odyssey  of  interest  rates  goes  back  to  Babylonia. 


A  Few  Pounds  Of  Flesh 
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The  Independents9 
Best  Friend 

Backed  by  outfits  like  Super  Valu,  independent 
supermarkets  can  easily  stand  up  to  the  big  chains. 


You  wouldn't  know  it  from  Super 
Valu  Stores,  Inc.'s  modern  but  mod- 
est headquarters  in  Hopkins,  Minn., 
but  this  is  a  $2-billion-a-year  opera- 
tion—big and  profitable. 

But  for  a  smart  decision  made  in 
the  late  Fifties,  Super  Valu  might  still 
be  just  another  regional  supermarket 
chain.  Its  business  was  then  divided 
60%  grocery  wholesaling  and  40%  re- 
tailing. At  that  time  Super  Valu  senior 
management  decided  that  wholesaling 
was  the  place  to  be,  and  today  less 
than  7%  of  Super  Valu's  volume  is  at 
retail;  most  of  the  rest  comes  from  the 
1,600  independent  stores  that  are 
part  of  the  Super  Valu  network.  Com- 
panies that  have  stuck  to  grocery  re- 
tailing, even  outstanding  ones  like 
Safeway  and  Jewel,  are  lucky  these 
days  to  earn  15%  on  equity  capital, 
vs.  Super  Valu's  21%,  and  their  earn- 
ings are  growing  more  slowly  than 
Super  Valu's. 

In  an  era  when  the  mom-and-pop 
store  has  been  vanishing  in  mostdmsi- 
nesses,  independent  supermarkets 
have  more  than  held  their  own  ag«nst 
chain  competition.  Since  1970  ^mey 
have  been  gaining  sales  at  an  annual 
rate  of  13%;  the  chains  have  been 
gaining  just  9%.  A  major  reason  the 
independents  have  done  so  well  is 
that  they  have  been  ably  aided  and 
abetted  by  big  wholesaling-and-ser- 
vice  operations,  of  which  Super  Valu 
is  the  largest,  followed  by  Fleming 
and  Malone  &  Hyde.  There  are  now 
143,000  independents  (as  against 
23,080  chain  supermarkets)  and  they 
did  $70  billion  last  year  (vs.  $67  bil- 
lion for  the  chains). 

As  the  central  buying  and  profes- 
sional management  source  for  the  in- 
dependent supermarket  owner,  these 
wholesalers  provide  key  services  at 
low  cost.  They  buy  some  8,000  prod- 
ucts—ranging from  produce  to  panty- 
hose—in bulk  and  parcel  them  out  lo- 
cally. They  provide  site  selection,  de- 
velop merchandising  and  advertising 
programs,  handle  accounting  and  in- 
surance and  even  help  on  financing. 
Large  wholesalers  also  cosign  leases. 


Jack  Crocker  Of  Super  Valu:  Food  distribution  costs  rising?  Capital  limited? 
If  so,  it  means  growth  for  efficient  wholesalers  like  Super  Valu. 


That  enables  a  store  owner  to  go  to  a 
bank  with  the  cosignature  as  collateral 
and  to  negotiate  a  long-term  lease  on 
better  terms. 

The  current  Super  Valu  chairman 
is  Jack  J.  Crocker,  a  CPA.  He  joined 
the  wholesaler  4M  years  ago  from  West 
Coast  food  and  general  merchandise 
retailer  Fred  Meyer,  where  he  had 
been  president.  Says  Crocker:  "As 
long  as  we  keep  our  independents 
competitive  with  chains,  we'll  prosper. 
We've  reduced  our  fees  to  our  1,600 
retailers  on  dry  groceries  two  times  in 
the  last  two  years."  One  reason  Super 
Valu  was  able  to  cut  its  fees  is  that  it 
was  passing  on  increased  benefits  of 
efficiency  and  higher  volume.  Super 
Valu's  11  warehouses  do  more  than 
$160  million  each,  with  a  few  running 
to  $300  million,  the  largest  of  any 
wholesaler. 

When  Crocker  took  over,  Super 
Valu's  profits  weren't  very  hefty.  In 
fiscal  1972,  on  $1.22-billion  revenues, 
it  earned  $8.5  million,  seven-tenths  of 
1%.  Super  Valu's  senior  management, 
led  by  Morris  Lewis  Jr.  and  George 
W.  McKay,  decided  to  recruit  a  pres- 
ident from  the  outside  for  the  first 
time.  Jack  Crocker's  job,  as  a  profes- 


sional manager,  was  to  raise  profits 
in  wholesaling  and  to  broaden  the 
company's  base  in  nonfood  areas. 

The  most  profitable  stores  today  are 
either  quite  small— 5,000  square  feet 
or  less,  or  very  large— over  20,000 
square  feet.  If  a  store  was  in  the  mid- 
dle—say 10,000  square  feet— Crocker 
encouraged  it  to  either  expand  or 
close  down.  As  a  result,  the  average 
Super  Valu  store  now  covers  15,000 
to  17,000  square  feet  and  does  $1.9 
million  a  year— as  big  as  the  average 
store  in  most  supermarket  chains.  Such 
a  business  is  a  far  cry  from  the  old 
corner  grocery  store. 

In  a  break  with  tradition,  Super 
Valu,  under  Crocker,  began  traffick- 
ing with  the  enemy;  it  began  solicit- 
ing business  from  supermarket  chains, 
including  Jewel  Cos.  and  even  A&P. 
They  and  others  buy  from  Super  Valu 
warehouses  in  markets  where  their 
store  volume  isn't  adequate  to  support 
efficient  warehouses  of  their  own.  To- 
day about  7%  of  Super  Valu's  ware- 
housing volume  comes  from  national 
and  regional  chains,  making  some 
independents  nervous  about  helping 
their  competitors.  Other  wholesalers 
have  been  more  cautious  and  refuse 
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to  engage  in  the  practice,  citing  a  po- 
tential conflict  of  interest. 

But  Crocker  defends  the  practice. 
Says  he:  "We're  going  to  need  the 
[chains']  volume  to  minimize  ex- 
penses. While  our  fees  charged  to 
chains  are  the  same,  our  services  to 
the  independents  are  more  substan- 
tial. I  think  we  can  effectively  serve 
both  masters."  Clearly,  some  of  the 
cuts  are  aimed  at  showing  the  inde- 
pendent owners  that  the  chain-store 
volume  aids  them  by  helping  cut  costs 
in  a  pennies-per-dollar  business. 

Under  Crocker,  too,  Super  Valu  has 
been  trying  its  hand  at  nongrocery 
merchandising.  In  1971  it  had  ac- 
quired a  discounting  operation,  Shop- 


ko  Stores.  Shopko  sells  35,000  items, 
ranging  from  hardware  to  infant's  ap- 
parel. Crocker  has  expanded  the  op- 
eration, and  now  it  is  in  the  black 
with  19  stores.  But  Crocker's  biggest 
nongrocery  venture  is  the  County  Seat 
chain.  These  family  apparel  shops  ear- 
ly mostly  Levi  Strauss  casual  wear.  In 
the  past  two  years,  Crocker  has 
poured  $60  million  (including  capi- 
talized lease's)  into  opening  160  of 
these  stores  in  regional  shopping 
nulls,  and  with  an  additional  $43  mil- 
lion plans  to  open  another  98  in  the 
next  fiscal  year.  These  smallish  shops 
(3,500-square-foot)  average  a  volume 
of  $700,000  and  usually  make  money 
within  a  few  months. 


If  the  County  Seat  stores  live  up 
to  Crocker's  expectations,  they  will 
more  than  make  up  for  a  few  retailing 
flops— such  as  the  chain  of  fabric 
shops  that  Crocker  wrote  off  last  year 
with  a  $3-million  loss.  In  fact,  special- 
ty retailing  may  one  day  be  one-fourth 
of  earnings.  But  for  now,  groceries 
still  supply  92/c  of  volume  and  over 
802  of  earnings. 

Despite  the  very  low  wholesaling 
margins,  that's  no  drawback.  As  ebul- 
lient Jack  Crocker  crows,  "I  believe 
the  wholesale  food  industry  is  one  of 
the  truly  bona  fide  growth  industries 
in  the  U.S.  today.  If  we  can  get  the 
job  done  right  at  Super  Valu,  I  see  an 
almost  unlimited  opportunity."  ■ 


A  Pretty  Fair  Way  To  Make  A  Living 

Some  independent  supermarketers  merely  make  a  fair  living;  a  few  get  into  the  highest  brackets. 
But  in  either  case,  the  American  urge  to  be  your  own  boss  is  being  kept  alive  and  prosperous 
through  the  medium  of  the  big  wholesaling  chains.  Here  are  profiles  of  three  Super  Valu  owners. 

He  Hocked  His  House  To  Get  His  Own  Store 

Parker  Smith,  43,  with  a  wife  and 
four  children,  owns  a  modest  5,500- 
square-foot  store  in  Gamer,  Iowa 
(pop.:  2,000).  His  grocery  volume 
won't  quite  reach  $600,000  this  year, 
but  Smith  makes  a  good  living,  taking 
home  around  $25,000  a  year.  To  earn 
it,  though,  his  wife  and  children  all 
work  in  the  store  whenever  they  can- 
after  school  hours  and  during  vaca- 
tions, for  example— in  order  to  save  on 
hired  help. 

But  it's  their  business.  For  some  13 
years  Smith  worked  as  a  manager  for 
a  man  who  owned  several  Super  Valu 
stores.  A  stolid,  cautious  man,  he  says: 
"I  liked  the  work  and  the  stability. 
I  guess  I  could  have  made  more  by 
working  in  a  plant,  but  you  didn't  al- 
ways have  work."  But  in  1969  Parker 
Smith  decided  to  gamble.  He  bought 
his  own  store  then,  with  borrowed 
money  ("I  had  to  sell  my  home."). 
He  says  of  his  store:  "It  was  a  hole  in 
the  wall,  maybe  2,000  feet,  and  it  was 
having  problems."  He  relocated  the 
store  to  another  block,  then  gradually 
expanded  it  to  its  present  5,500 
square  feet. 

Does  he  feel  guilty  about  having 
made  his  kids  work  in  the  store  when 
other  kids  were  out  playing?  Far  from 
it.  Says  Smith:  "It's  a  form  of  disci- 
pline. They  didn't  just  run  around.  So 
far,  my  kids  have  turned  out  pretty 
fair.  One  of  my  boys— he's  in  the  ser- 
vice now— remembers  how  we  started 
with  a  little  store,  then  moved  to  a  lit- 
tle bigger  one.  He  still  feels  he  was 
partly  responsible  for  that,  and  the 
good  feeling  stays  with  him.  Makes 
him  proud  and  responsible." 


The  Smiths  Of  Garner,  Iowa:  From  a  hole-in-the-wall,  problem  operation  in 
1969  to  an  enlarged  store  from  which  they  clear  some  $25,000  a  year. 


Smith  has  no  large  ambitions  for 
his  store,  but  he  thinks  he  may  want 
to  expand  it  when  one  of  his  three 
sons  (they  are  now  24,  21  and  14) 


comes  into  the  business.  With  from- 
the-ground-up    training    in    retailing  , 
and  in  managing  money,  who  knows 
how  far  the  son  may  go? 


A  Good  Supermarket  Is  A  Great  Deal 


Joe  Prout  is  a  graduate  of  Indiana 
University  with  a  degree  in  business 
administration,  but  it  wasn't  his  edu- 
cation that  put  him  into  the  $100,000- 
a-year-and-over  class  at  the  age  of 
48.  "Accounting  helped  a  little,"  he 
says  of  his  education,  "but  the  super- 
market business  can  be  done  just  as 
well  by  a  high  school  graduate." 


It  helped  that  Joe  Prout  married  in- 
to the  business— "My  father-in-law 
owned  a  supermarket."  But  it  was 
Prout  who  built  it  from  a  very  modest 
business  for  him  and  his  father-in-law 
into  what  it  is  today:  a  huge  26,000- 
square-foot  supermarket  doing  $8  mil- 
lion a  year  in  volume. 

His  father-in-law   gradually  with- 
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Joe  Prout  Of  Warsaw,  Ind.:  "Profit  margins  are  small  in  the  supermarket 
business,  but  the  return  on  your  investment  can  be  fantastic. 


drew  from  the  business  and  Prout 
went  to  Super  Valu  for  help  and  ad- 
vice on  expanding.  Recalls  he:  "The 
area  around  Warsaw  [Ind.]  was 
growing,  with  R.R.  Donnelley  and 
other  plants  locating  here.  Our  com- 
petitors, Marsh's  and  Kroger,  were  al- 
so expanding." 

At  this  point,  Prout  got  a  break:  "I 
was  fortunate  enough  to  acquire  the 
real  estate  on  the  block  on  which  my 
store  is  located.  The  owner  of  the  land 
didn't  want  to  enter  into  that  big  a 
lease,  and  he  was  willing  to  sell  me 
the  property."  Which  makes  Prout's 
store  especially  profitable,  since  it  has 
no  rent  to  pay.  Prout  says  his  super- 
narket  operation  now  has  $1  million 
in  capital-$390,000  loans  and  real- 
■state  debt,  $625,000  of  his  own 
equity.  So  Prout,  if  not  a  millionaire, 
is  certainly  well  on  his  way.  He  pays 
himself  a  salary  of  $100,000  a  year 
md  his  company  makes  around 
$160,000  a  year  in  pretax  profits. 
There  is  also  a  hefty  tax  flow  from 
depreciation  of  the  store's  fixtures. 
With  a  return  on  equity  of  close  to 
35%,  Prout  can  say:  "Profit  margins 
,ire  small  in  the  supermarket  business, 
but  the  return  on  your  investment  in 
I  successful  store  can  be  fantastic." 


To  get  where  he  did,  Prout  spent 
years  of  grinding  55-to-60-hour  weeks. 
"In  this  business  there  are  so  many 
details  to  attend  to,"  says  he.  "If  you 
don't  watch  the  details,  the  costs  eat 
you  up.  The  refrigeration  system  may 
not  be  working  properly;  the  help  is 
breaking  or  ruining  merchandise; 
there  is  petty  thievery,  late  deliveries 
and  workers  not  showing  up.  It  can  be 
a  grind." 

Within  the  last  year  Prout  hired 
himself  a  manager:  "I  should  have 


done  it  sooner.  Now  I  put  in  a  40- 
hour  week  and  I  can  play  some  tennis 
on  Saturday." 

However,  for  all  his  affluence, 
Prout  isn't  letting  his  children  grow 
up  ignorant  of  what  it  is  like  to  work 
hard.  "Over  Christmas,  three  of  my 
four  daughters  worked  for  me;  they 
also  work  for  me  during  summer  vaca- 
tions. I  doubt  if  any  of  them  will  go 
into  the  business,  but  being  on  the 
other  side  of  the  counter  will  be  help- 
ful to  them  in  later  life." 


Gee,  I  Didn't  Know  You  Did  That  Well" 


'I've  beex  in  the  food  business  ever 
since  my  dad  owned  a  small,  40-by- 
120-foot  store  that  grossed  $80,000  a 
year."  George  Dietz,  52,  may  well  be 
netting  that  much  today  from 
!iis  16,000-square-foot  supermarket, 
Dietz'  Super  Valu  in  Elk  River,  Minn., 
i  Minneapolis  suburb.  Dietz'  present 
store  is  no  hole-in-the-wall;  it  grossed 
S6  million  last  year.  Not  bad  from  a 
community  of  6,000  people. 

But  Dietz  worked  hard  for  this  suc- 
cess, which  came  fairly  late  in  life. 


He  studied  accounting  at  a  Minnesota 
business  school  and  went  to  work  for 
National  Tea  Co.,  but  soon  conclud- 
ed: "I  wanted  to  run  my  own  store.  I 
couldn't  see  any  future  working  for 
someone  else."  For  nearly  six  years  on 
his  own,  with  another  wholesaler, 
Dietz  sweated  to  make  a  much  small- 
er store  support  his  growing  family. 
Then  he  relocated  to  a  larger  store 
in  Elk  River— to  gain  parking  space. 
It  was  on  the  other  side  of  town 
across  the  railroad  tracks.  Though  an 


3eorge  Dietz  Of  Elk  River,  Minn.:  How  do  you  get  almost  80%  of  area  resi- 
fents  as  your  customers?  Stay  open  24  hours  and  have  lots  of  parking. 


improvement  in  business  followed,  it 
was  still  no  great  shakes  as  far  as 
Dietz  was  concerned. 

In  1968  he  decided  to  affiliate  with 
Super  Valu.  With  the  help  of  a  Small 
Business  Administration  loan  and  un- 
der the  guidance  of  Super  Valu,  he 
remodeled  the  store  to  improve  traf- 
fic flow  and  layout.  But  even  that 
wasn't  the  end  of  it.  A  few  years  la- 
ter, Dietz  heeded  the  insistent  urging 
of  Super  Valu  and  switched  over  to 
a  24-hour-a-day,  seven-day-a-week 
operation.  That  did  it.  Dietz  now  em- 
ploys 100  people,  including  part- 
timers,  and  has  close  to  80%  of  the 
Elk  River  area  business. 

He  expects  soon  to  open  another 
store  seven  miles  away.  Why?  For  two 
reasons.  Says  Dietz,  "I  want  to  do  it 
before  anyone  else  does  and  hurts  me. 
It's  really  an  insurance  hedge."  An- 
other reason:  He's  accumulating  too 
much  in  retained  earnings  and  depre- 
ciation flow,  and  unless  he  expands, 
Dietz  will  be  hearing  from  the  Inter- 
nal Revenue  Service. 

At  the  moment  it's  uncertain  if  any 
of  Dietz'  six  children  will  follow  him 
into  the  business,  but  you  never 
know.  One  day  Dietz  showed  his  fi- 
nancial statement  to  one  of  them,  who 
remarked:  "Gee,  dad,  I  didn't  know 
you  did  that  well."  Dietz  replied: 
"What  do  you  think  I've  been  working 
my  tail  off  all  these  years  for?" 
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National  banking,  re  define 


If  your  company  markets  nationally,  you  need  a  bank  that  performs 
nationwide  -  at  the  grass  roots  as  well  as  in  the  money  centers. 

Here's  how  First  Chicago,  organized  since 1904  on  lines  that  make 
it  a  truly  national  institution,  serves  your  company  nationwide 
with  nine  regional  offices  across  America. 


Wherever  your  company  is  lo- 
cated in  America,  there  are  important 
advantages  to  be  gained  when  you 
bank  with  a  truly  national  bank. 

What  do  we  mean  by  national 
by  nk?  We  mean  something  more  than 
the  technical  term  that  describes 
banks  organized  with  the  approval  of 
the  Comptroller  of  the  Currency.  By 
na1  ional  bank  we  mean  a  bank  that  is 
truly  nat  ional  in  scope  and  capability, 
thai  i  an  provide  corporate  banking 
services  as  a  matter  of  course,  to  cus- 
tomers located  anywhere  in  the 
nation, 

lb  be  national,  a  bank  has  to  work 
at  it.  Here's  what  we've  done  and  are 
doing  to  bring  true  national  banking 

to  you. 

National  banking  on 
your  own  home  ground. 

Today,  on  Peachtree  Street  in 
Atlanta,  on  Fifth  Avenue  in  New 
York,  in  Baltimore,  Boston,  Cleveland, 
Houston,  Kansas  City,  Los  Angeles 
and  San  Francisco,  nine  expertly 
staffed  First  Chicago  regional  offices 


are  bringing  national  banking  ser- 
vices to  companies  of  all  sizes. 

The  services  made  available  by 
these  nine  offices  are  as  broad  and 
varied  as  banking  itself,  and  you  can 
pick  and  choose  among  them  accord- 
ing to  your  company's  needs. 

Wherever  you  are  located,  what- 
ever services  you  need,  it's  important 
to  know  there's  a  First  Chicago  re- 
gional office  capable  of  bringing  you 
the  total  resources  of  a  $19  billion 
banking  corporation . 

Industry  expertise 

keeps you 
in  financial  touch 
with  the  nation. 

To  get  the  most  from  a  banking 
relationship,  you  need  a  bank  that 
understands  the  ins  and  outs  of  your 
business.  Not  only  how  it  operates  on 
your  own  home  ground,  but  how  it 
operates  across  the  nation. 

In  1904  we  organized  our  loan 
divisions  to  service  specific  industries 
instead  of  the  geographical  areas 


those  industries  were  located  in 
day  First  Chicago's  nationwide  i 
try  expertise  is  readily  availabli 
through  our  regional  offices. 
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James  Giffin,  manager  of  First  Chicago's 
Angeles  regional  office,  and  Joseph  Lani 
manager  of  First  Chicago's  Edge  Act  offic  I 
Angeles  discuss  their  customers' prob/eJll 
ing  is  a  service  business,"  says  Giffin.  To 
be  close  to  your  customers  " 

National  banking  by 

First  Chicago 
spreads  money-cent© 
dollars  nationwide. 


For  companies  far  removed 
money- center  cities,  First  Chi 
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i  banking  can  bring  new  and 
sry  dependability  to  your 
vigs. 

i  there  are  other  money-center 
•(  s  available.  Working  through 
tional  office,  First  Chicago's 
rte  Finance  Division  acts  in  an 
»  capacity  to  help  you  get  10- 
nr  private  placement  money. 

1  t  Capital  Corporation  will 
i  growing  companies  that 
ture  capital.  Our  First  Chi- 

:  jstment  Corporation  invests 

2  iged  buy-outs,  preferred 
Lues,  financing  of  acquisitions, 
i  t  Chicago  Leasing  Corpora- 
loles  your  company  to  expand 
without  borrowing,  by  leas- 

B  and  equipment. 

n,  too,  is  national  banking  by 
-  icago.  Money-center  banking 
rwn  backyard. 

How  to"scrape  up" 

thousands 
f  free  dollars  a  year. 

:  500,  $32,600,  $684,000, 
I  These  dollar  amounts  are 
i  let  savings  achieved  by  com- 
i  istituting  First  Chicago  cash 
i  nent  systems. 

"  First  Chicago  regional  office 
>  he  most  sophisticated  cash 
j  nent  services  to  work  for  you 
v,  including  techniques  deve- 
:hin  the  last  two  years  to 


serve  many  of  the  nation's  100  top 
corporations. 


Norman  McClave  and  James  McCormick  of  First 
Chicago's  Atlanta  office  plan  cash  management, 
corporate  finance,  and  international  seminars  for 
their  customers  with  Norman  Raedle,  Division 
Head  for  Regional  Offices. 


National  banking 
delivers  the  world 
to  your  doorstep. 

American  exports,  even  if  you  ex- 
clude wheat,  are  on  the  increase. 
Overseas  activity  —  including  interna- 
tional trade  and  the  establishment 
of  foreign  subsidiaries — may  offer 
your  company  the  single  most  produc- 
tive opportunity  for  sustained,  solid 
growth. 

First  Chicago's  offices  deliver  an 
extensive  international  capability 
right  to  your  doorstep.  They  can  do  so 
because  First  Chicago  is  more  than 
just  a  money-center  bank.  It's  a  lead- 
ing international  bank,  too,  with  81 
facilities  in  37  countries  (for  the  com- 
plete list,  see  the  bottom  of  next 
column). 


The  national  bank.  It  has  be- 
come more  than  just  a  technical  term 
with  First  Chicago's  national  bank- 
ing now  serving  more  than  10,000 
customers  across  America. 


For  on-the-scene  national 
banking  services  call  the 
First  Chicago  regional  office 
nearest  you. 


ATLANTA 

KANSAS  CITY 

Norman  McClave 

(404)  892-0966 

(816)  471-3880 

BALTIMORE 

LOS  ANGELES 

Robert  Probasco 

James  Giffin 

(301.)  547-8700 

(213)  628-0234 

BOSTON 

NEW  YORK 

Daniel  Holland 

Donald  Glickman 

(617)  247-4040 

(212)  751-3910 

CLEVELAND 

SAN  FRANCISCO 

William  Burk 

Ronald  Zech 

(216)  781-0900 

(415)  788-4311 

HOUSTON 

Bob  Street 

(713)  236-8851 

First-hand  information, 
from  37  countries. 

NORTH  AMERICA:  Atlanta;  Baltimore; 
Boston;  Chicago;  Cleveland;  Houston, 
Kansas  City;  Los  Angeles;  Mexico  City; 
New  York;  San  Francisco;  Toronto. 
EUROPE:  Amsterdam;  Antwerp;  Athens; 
Bristol;  Brussels;  Cardiff;  Channel  Islands; 
Dublin;  Diisseldorf;  Edinburgh;  Frankfurt; 
Geneva;  Leicester,-  London;  Madrid;  Milan; 
Munich;  Newcastle;  Paris;  Piraeus;  Rome; 
Rotterdam;  Stockholm;  Warsaw.  MIDDLE 
EAST:  Abu  Dhabi;  Beirut;  Cairo;  Dubai; 
Sharjah;  Tehran.  AFRICA:  Lagos;  Nairobi. 
LATIN  AMERICA:  Bogota;  Caracas; 
Guatemala  City;  Panama  City;  Sao  Paulo. 
CARIBBEAN:  Bridgetown;  Cayman  Is- 
lands; Kingston;  Montego  Bay;  Ocho  Rios, 
Port-au-Prince.  ASIA:  Bangkok;  Hong 
Kong;  Jakarta;  Seoul;  Singapore;  Tokyo. 
PACIFIC:  Manila;  Melbourne;  Sydney. 
©1976.  The  First  National  Bank  of 
Chicago.  Member  FDIC. 


Productive  banking  for  productive  businesses. 


Nobody  Here 
But  Us  Texans  • .  • 


.  .  .  And  Germans,  Canadians,  Swiss,  Mexicans, 
British  and  you-name-them.  Houston  is  a 
long  way  from  home,  but  a  good  many  foreigners 
want  to  get  their  money  far  away  these  days. 


"Real  i  state,"  says  developer  Gerald 
Hin.es,  "is  a  minor  image  of  the  long- 
term  prospects  for  a  city  or  a  country." 

And  what  does  Houston  see  in  the 
minor?  For  one  thing,  the  U.S.'  larg- 
est real  estate  transaction  for  1976. 
Last  summer  Hines  sold  SOS  of  Penn- 
zoil  Place,  a  downtown  Houston  of- 
fice complex,  to  the  Deutsche  Bank  of 
West  Germany  for  $93  million.  With 
cost-pass-through  leases,  that  com- 
plicated deal  provided  a  net  return  oi 
just  over  8%.  For  Hines,  it  provided  a 
tidy  profit— since  the  1.8-million- 
square-foot  twin  towers  cost  him  $45 
million  to  build  just  18  months  ago. 

Deutsche  Bank,  however,  didn't  buy 
the  architectural  landmark  for  its  own 
portfolio.  Instead,  it  printed  a  slick, 
16-page  color  brochure  offering  Ger- 
man investors  shares  in  the  property 
for  as  little  as  $5,000.  The  subscrip- 
tion sold  out  fast  at  a  yield  of  6.5%. 
That  gave  the  $35-billion  bank  and 
its  comanagers  a  handsome  fee.  It  also 
gave  thousands  of  nervous  Europeans 
the  security  of  socking  their  savings 
into  real  estate  in  the  U.S.'  fastest- 
growing  big  city. 

"Wealthy  people  all  over  the  world 
want  to  own  property  in  the  U.S.,"  ex- 
plains fellow  builder  Kenneth  Schnit- 
zer.  "They  simply  start  eliminating 
cities  and  end  up  here."  In  late  1975, 
for  example,  West  Germany's  secretive 
Friedrich  Flick  family  sold  $450  mil- 
lion worth  of  Daimler-Benz  stock. 
Four  months  later,  the  Flicks  paid 
Schnitzer  $42  million  for  the  35-story 
Entex  building  in  downtown  Houston. 

Scores  of  other  foreigners  have 
smaller  interests— ranging  from  condo- 
miniums to  shopping  centers.  Owners 
include  British  and  Canadian  pension 
funds  and  individual  investors  as  far 
away  as  Australia.  Saudi  Arabian 
money  man  Adnan  Khashoggi,  for  ex- 
ample, has  a  22-acre  tract  near  the 
well-known  Galleria  complex. 

No  one,  of  course,  knows  exactly 
how  much  foreign  money  has  poured 


into  Houston,  but  experts  say  it  ex- 
ceeded $200  million  during  1976 
alone.  Political  tensions  caused  a  flur- 
ry of  year-end  activity  lrom  Canada 
and  Mexico.  "Outside  your  country, 
people  have  always  tried  to  spread 
their  investments,"  says  Siegfried  Stei- 
ner,  who  works  for  London-based 
Corob  Holdings,  Ltd.  Since  1975  he 
has  bought  $30  million  worth  of 
Houston  real  estate  for  private  for- 
eign clients.  "All  of  Europe  is  becom- 
ing overregulated,  dominated  by 
trade  unions  and  hostile  to  private 
capital,"  he  explains.  "Spain  and  Por- 
tugal used  to  offer  good  investment 
opportunities,  but  no  more." 

Though  the  weather  is  frequently 
unbearable  without  air-conditioning, 
Houston  is  a  comfortable  place  for 
nervous  money.  Conservative  foreign 
investors  appreciate  its  business-is- 
business  attitude. 

Good  Town  For  Trading 

Lehndorft  Group  is  a  German  lim- 
ited partnership  with  $70  million  of 
its  $250-million  U.S.  assets  invested  in 
Houston.  Says  General  Manager  Mer- 
rill Lardner:  "We  like  the  trading 
psychology  down  there."  An  absence 
of  zoning  laws  gives  land  speculators 
free  rein,  and  automatic  annexation 
authority  keeps  Houston's  tax  base 
from  fleeing  to  the  suburbs.  "Foreign- 
ers with  money  see  New  York  going 
bankrupt,  Florida  overbuilt,  California 
full  of  kooky  environmentalists,  and 
Oregon  and  Colorado  clamoring  about 
no  growth;  we  look  pretty  attractive," 
claims  one  Texas  banker. 

In  addition,  globe-trotting  oilmen 
have  given  Houston— now  the  nation's 
fifth  most  populous  city— an  interna- 
tional identity.  Energy  corporations 
based  there  have  attracted  the  offices 
of  18  foreign  banks.  Whenever  a  new 
skyscraper  goes  up,  Japanese  trading 
companies  vie  for  space  on  the  top 
floor.  "The  word  is  out  around  the 
world  that  bricks  and  mortar  here  are 


Journey's  End:  The  downtown  Hous- 
ton skyline  keeps  changing  as  addi- 
tions rise.  Ownership  is  changing, 
too,  as  new  investors,  including 
foreigners,  come  to  town. 


a  safe  place  for  your  money,"  says  Al- 
vin  Martin,  vice  president  of  Under- 
wood, Neuhaus  &  Co.,  a  local  broker- 
age firm. 

As  Houston  grows,  corporations 
catch  its  real  estate  fever.  Exxon  owns 
about  45,000  acres  in  the  metropoli- 
tan area  on  which  it  sells  lots  and 
builds  houses.  Shell  has  400  acres 
near  the  Astrodome,  and  Tenneco  has 
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interests  in  three  downtown  buildings. 
Texas  Eastern  is  spending  millions  on 
Houston  Center— a  33-block  parcel 
hat  it  plans  to  change  from  run-down 
ihops  and  parking  lots  to  a  major 
urban  landmark. 

Exceptionally  savvy  hometown  de- 
velopers like  Hines  and  Schnitzer  (see 
box,  p.  54)  don't  think  much  of  their 
-'orporate  counterparts'  prospects. 
'Big  companies  can't  react  fast 
Enough  to  be  in  this  business,"  argues 
Hines.  "Sending  a  $5-million  decision 
to  the  board  of  directors  can  cost  you 
ja  lot  of  money." 
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Despite  competition  and  foreign 
capital,  however,  Houston  is  still  the 
nation's  tightest  big-city  rental  mar- 
ket. Vacancy  rates  are  50%  in  Boston 
and  25%  in  recently  booming  Atlanta, 
but  Houston's  central  business  district 
sports  no  big  blocks  of  empty  space. 
To  boot,  there's  a  potential  for  capital 
appreciation:  Prime  Houston  land 
sells  for  $125  a  square  foot,  vs.  $500 
in  New  York,  $2,000  in  London  and 
$3,000  in  Tokyo. 

Since  Houston  rents  aren't  high 
(topping  out  at  $11.50  a  square  foot), 
the  flood  of  overseas  money  is  push- 


ing down  yields  on  projects  there. 
Some  foreign  deals  go  at  6%,  far  be- 
low rates  that  would  attract  U.S.  in- 
vestors. "Obviously,  if  you're  putting 
money  into  a  strange  country,  you'll 
sacrifice  something  to  get  security," 
says  Guillermo  Chernitsky,  a  Mexican 
who  owns  five  small  Houston  shop- 
ping centers.  "Europeans  look  at  these 
things  differently— almost  like  an  an- 
nuity," adds  Richard  Reneberg,  the 
Coldwell,  Banker  &  Co.  salesman  who 
handled  the  Flick  deal. 

Nevertheless,  Houston's  high  prices 
have  driven  away  some  big  bankroll 
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shoppers.  Another  German  family,  the 
Werner  Otto  clan,  has  put  $130  mil- 
lion into  U.S.  real  estate  since  mid- 
1975.  Last  October  their  Paramount 
Development  Co.  paid  $80  million  for 
a  48-story  building  in  midtown  Man- 
hattan. "Sure  we  looked  at  Houston," 
says  President  Philip  D'Anna,  "but  too 
much  money  is  chasing  too  little  prop- 
erty there." 

Curiously,    except    for  Kashoggi, 


Houston's  real  estate  boom  has  had 
relatively  little  Arab  help.  Aside  from 
their  normal  penchant  for  secrecy, 
Arabs  haven't  done  well  in  their  few 
U.S.  real  estate  ventures.  South  Car- 
olina's Kuwaiti-financed  Kiawah  resort 
generated  disputes  with  both  its  U.S. 
partners  and  local  citizens.  Another 
Kuwaiti  project,  the  $100-million  At- 
lanta Center,  Ltd.,  is  far  from  fully- 
occupied.  A  third  venture,  in  Boston, 


has  also  been  disappointing.  Bi 
may  change:  Arab  treasuries  are 
up  billions  every  month,  and  the 
ey  must  go  somewhere. 

Meanwhile,  who  needs  the  / 
Smiles  Stephen  Montgomery, 
president  of  The  Home  Co.,  a 
ing  local  realty  outfit:  "If  there 
a  better  place  in  the  world  to 
this  business,  I  don't  think  I 
stand  it."  ■ 


this 
lling 


vice 
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Room  Enough  For  Two 


If  real  estate  developers  Jerry  Hines 
and  Ken  Schnitzer  operated  anywhere 
bul  in  Houston,  either  or  both  of 
them  might  have  been  in  serious  trou- 
ble—like so  many  other  ambitious 
builders.  But  Houston  didn't  suffer  the 
way  much  of  the  country  did  during 
the  late  real  estate  bust.  Since  1970 
builders  have  added  30  million  square 
feet  of  office  space  there.  That's 
roughly  equivalent  to  all  of  center- 
city  Philadelphia.  Hines'  company, 
The  Gerald  Hines  Interests,  has  built 
18%  of  this  new  Houston;  Schnitzer's 
Century  Development  Corp.  is  a  close 
second,  w  ith  15%. 

Not  only  has  the  Houston  boom 
kept  both  of  them  supersolvent,  it  has. 
you  might  say.  kept  them  out  of  each 
other's  hair— or  away  from  each  oth- 
er's tin  oats.  "We  both  do  our  thing, 
and  the  market  is  growing  so  fast  we 
we  don't  have  to  kill  each  oilier."  ex- 
plains Hines,  whose  fame  rests  on  suc- 
cesses like  the  45-aere  Galleria.  It  has 
four  office  tower,,  two  hotels  and  a 
three-tiered  shopping  center  built 
around  an  indoor  ice  rink.  Schnitzer's 
rival  127-acre  Greenway  Plaza  is  a 
lew  miles  back  toward  town.  It  boasts 
the  32-story  Conoco  Tower,  an 
18,000-seat  sports  arena  (which 
serves  as  home  for  Houston's  basket- 
ball Rockets  and  hockey  Aeros)  and 
the  world's  largest  underground  park- 
ing garage. 


Hines'  Pennzoil  Place,  so  popu- 
lar with  German  investors,  was 
named  L976  "Building  ol  the  Year" 
by  choosy  architectural  critic  Ada 
Louise  Hvuttable.  A  slide  rule-toting 
engineer,  Hines,  50,  is  known  for  his 
white  sbiits  and  narrow  ties.  Quips 
one  institutional  lender:  "Looking  like 
an  Episcopal  priest  probably  saves 
him  a  fourth  ol  \'l  on  his  mortgages." 
Says  Hines:  "I'm  sure  we've  got  more 


Turnaround  Man:  Developer  Kenneth 
Schnitzer  took  a  troubled  Trammell 
Crow  project  and  made  it  work. 


liquid  assets  than  any  develoj  in 
the  country.  Just  say  eight  E 
you  decide  if  it's  $10  million  i  SOU 
million."  That  cash  is  in  addil  n  to 
the   185  properties  Hines  o 
manages.  One  measure  of  his  ing 
power:  In  1973  he  took  a  oi. third 
interest  when  the  Ford  Fouriation 
bought  a  $30-million,  7,500-aci 
south   of   Houston.    Legal   wi  iglej 
stalled  development  there,  an  few 
builders  could  keep  so  much     k ij 
idle  for  three  years. 

Schnitzer,  on  the  other  hand  im- 
aged to  enhance  his  reputatio  be- 
cause of  someone  else's  trouble  Last 
January  he  took  over  Allen  Ct 
21 -acre  downtown  project  begn  by 
Dallas-based  Trammell  Crow  For 
putting  up  little  more  than  li 
name,  Schnitzer  got  a  hefty  clink  of 
the  equity  in  what  was  then  ju  one 
40%-vacant  skyscraper.  By  yea  ml 
he  had  it  nearly  full  and  was  .  oil 
on  a  $50-million  twin.  Now  Schitzer 
has  2  million  square  feet  of  sp  un- 
der construction  around  town-most 
being  built  without  firm  leasi  in 
mitments.  At  47,  he's  a  bit  moi  I  sua- 
boyant  than  Hines,  leaning  ri  aid 
monogrammed  sport  shirts  am 
loafers.  But  maybe  flamboyai  isn't 
the  right  word.  As  Schnitzer  sys  ol 
his  hard-driving  expansionisi:  "I 
wouldn't  take  the  risk  anywhffl  else 
but  in  Houston." 


Monumental  Profits:  "Beautiful  buildings,"  says  award-winning  developer  Gerald  Hines,  "can  still  make  money. 
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twinging 

Vith  Louisiana-Pacific 

Harry  Merlo  is  fond  of  saying  that  he  looks  at 

•  roblems  as  opportunities.  He  has  had  plenty  of  both. 

\"hen  Harry  A.  Merlo,  52,  took  over  mills,  has  gone  through  the  roof  in 
.ouisiana-Pacific  Co.  some  four  years  recent  years,  squeezing  conversion 
go,  one  of  bis  announced  goals  was     profit  margins. 

>  outperform  everyone  else  in  the  for-  Merlo  is  no  stranger  to  pressure. 
•>t  products  industry.  In  at  least  one  The  son  of  a  poor  Italian  immi- 
,ay  he  has  succeeded.  The  earnings  grant  family,  the  hard-driving  Merlo 
i  L-P,  which  was  spun  off  from  Geor-  was  manager  and  minority  partner  of 
ia-Paeific  in  1972,  have  had  more  a  California  lumber  company  by  the 
vvings  than  a  kid  in  a  schoolyard  time  he  was  32.  He  also  made  a  for- 
ght.  Even  in  an  up-and-down  indus-  tune  in  California  real  estate  before 
y,  Portland  (Ore.) -based  L-P  is  a!-  being  recruited  by  Georgia-Pacific  in 
ays  more  up— or  down— than  its  1967.  In  aggressively  pursuing  his 
eighbors.  "WTiat  Merlo  has  done,"  goals  to  outperform  the  industry,  Mer- 
ays  one  observer  cynically,  "is  to  turn     lo  went  on  a  buying  binge.  In  his  first 

small  cyclical  company  into  a  large  year  he  made  14  acquisitions,  which 
vclical  company."  hiked  sales  56?  and  doubled  earnings 

Not  all  the  problems  L-P  has  had  within  less  than  a  year.  By  1976  he 
re  of  Merlo's  own  making.  When  had  doubled  L-P's  lumber  capaeity 
re  Federal  Trade  Commission  created  and  had  almost  overtaken  Weyer- 
ie  company  from  pieces  of  Georgia-  haeuser  as  the  largest  U.S.  lumber 
acific,  its  sales  were  almost  totally  producer. 

i  lumber  and  plywood.  Except  for  But  Merlo's  management  strategies 
vo  pulp  mills,  L-P  has  no  stake  in  and  brash  optimism  have  caused  some 
aper  and  packaging,  which  tend  to     serious  problems.  By  design,  he  didn't 

main  steady  when  construction  and  buy  a  lot  of  trees— tree  land  prices 
ome-building  are  slow.  being  just  too  expensive— focusing  in- 

Thus,  in  1973,  a  record  housing  stead  on  locating  the  plants  in  areas 
ear,  Merlo  made  866.5  nullion  on  that  had  access  to  public  or  private 
iles  of  8416  million.  When  housing     timber.  So  Merlo  remains  close  to  the 

jllapsed,  so  did  earnings.  High  pulp   

rices  cushioned  the  fall  in  1974,  but 

i  1975  L-P's  earnings  collapsed  to     Up  A  Tree:  Difficulties  in  buying 
lly  S16  million,  down  70?.  About     trees  have  caused  L-P's  Harry  Merlo 
le  only  profitable  item  was  redwood     to  close  down  three  mills  this  year, 
imber,  which  is  not  affected  by  the 
busing  cycle.  With  housing  starts  up 
gain  last  year,  L-P  earnings  turned 
p  strongly,  to  an  estimated  S40  mil- 
>n,  on  record  sales  of  an  estimated 
560  million. 

Merlo  committed  L-P  heavily  to 
>e  export  market,  particularly  Japan, 
ith  the  idea  that  he  could  counter 
ownturns  at  home  with  sales  abroad, 
ut  the  oil  squeeze  and  worldwide 
icession  worked  against  that  strat- 
?y.  In  1976,  exports  only  accounted 
(r  some  11?  of  sales,  vs.  21?  in  1974. 

Merlo's  other  strategy  was  to  keep 
-P  "close  to  the  tree"— that  is,  in  the 

imary  conversion  of  trees  into  lum- 
ar.  But  L-P  is  the  second-largest 
ner  of  U.S.  Forest  Service  timber 
ifter  Boise  Cascade),  and  the  price 

purchased  trees,  particularly  in  the 
'est  where  L-P  has  most  of  its  saw- 
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trees,  but  not  enough  of  them  are 
L-P  trees. 

In  dealing  with  important  custom- 
ers, a  high  art  in  a  boom-or-bust  busi- 
ness, Merlo  also  made  some  mistakes. 
Since  U.S.  law  forbids  the  sale  of  logs 
purchased  from  the  Forest  Sen  ice  to 
be  sold  abroad,  Merlo  based  his  log 
export  strategy  on  the  fact  that 
"cants"  (  logs  that  have  been  sawed 
in  half  )  are  considered  lumber  and 
are  exempted  from  the  law.  But  when 
the  Japanese  economy  went  bad,  a 
good  many  Japanese  declined  to  take 
delivery,  and  the  cants  piled  up  at 
deep-water  ports.  Unlike  logs,  cants 
split  and  darken  when  stockpiled  too 
long.  Weyerhaeuser,  faced  with  a  sim- 
ilar situation,  quiedy  renegotiated 
new  deals  with  the  Japanese.  But 
Merlo  stuck  fast  to  his  contract.  The 
unhappy  Japanese  are  now  largely 
buying  whole  logs— from  private  tree 
owTiers  like  Weyerhaeuser. 

Merlo  also  got  in  trouble  with  pulp 
buyers  in  1974  when  shortages  pushed 
up  the  price  of  pulp.  Because  spot 
prices  for  pulp  were  often  8150  to 
8200  more  a  ton  than  fixed-contract 
prices,  Merlo  made  a  lolling  in  the 
spot  market.  But  when  pulp  prices 
softened  in  1975,  buyers,  who  felt 
they  had  been  gouged  the  year  be- 
fore, remembered. 

E\er  Aggressive 

"I  think  we  have  made  mistakes," 
says  Merlo.  "We  could  have  been  con- 
servative and  maybe  we  wouldn't 
have  fallen  off  as  badly  as  we  did. 
But  you  can't  compromise  the  phi- 
losophy of  moving  ahead  and  being 
aggressive." 

Lately,  however,  Merlo  has  been 
trying  to  hedge  his  dependence  on 
the  housing  market  by  directing  more 
lumber  and  plywood  to  industrial 
uses.  He  has  also  diversified  more 
heavily  into  particleboard  and  into 
pulp.  He  now  talks  about  setting  up 
his  own  distribution  centers,  and  even 
toys  w  ith  the  idea  of  a  marriage  be- 
tween L-P  and  a  major  converter 
as  a  vv  ay  into  the  paper  business. 

"To  be  perfecdy  honest, '  Merlo  ad- 
mits, "if  we  had  continued  to  build  2 
million  homes,  we'd  nev  er  have  had 
to  go  into  these  types  of  things.  But 
you've  got  to  look  at  your  hole  card." 

Merlo  is  still  predicting  that  L-P 
will  "double"  sales  and  earnings  by 
the  end  of  1977.  How  ?  By  using  1972 
as  the  base  year,  when  operations 
( then  still  a  part  of  G-P  for  most  of 
the  year)  earned  only  about  831  mil- 
lion. If  housing  starts  run  around  1.7 
million  this  year,  that's  possible.  L-P 
still  has  a  lot  of  leverage  on  the  up- 
swing. But  watch  out  for  the  downs! 
Nothing  Merlo  has  tried  has  done 
much  to  change  that.  ■ 
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The  Money  Men 


The  Tortoise  And  The  Hare 


Forbes  has  often  reminded  its  read- 
ers that  this  year's  success  story  in 
investing  has  an  unpleasant  habit  of 
turning  into  next  year's  disaster.  In  a 
rising  market,  small  mutual  funds  are 
usually  the  top  performers.  But  when 
the  market  goes  sour,  the  same  funds 
often  fall  out  of  bed. 

Take  Fred  Mates'  once  widely  her- 
alded Mates  Investment  Fund.  In 
1968  it  was  a  winner  with  a  net  asset 
gain  of  153%  for  the  year.  Today  go- 
go  Mates  is  gone— from  the  mutual 
fund  business.  Last  heard  of  he  was 
running  a  Manhattan  bar. 

As  in  the  late  Sixties,  1976's  hottest 
funds  were  relatively  small.  At  the  top 
of  the  heap  is  tiny  Sequoia  Fund  (as- 
sets: $17  million) -up  72.4%  in  1976 
and  133.1%  over  the  last  three  years. 

But  Sequoia's  money  manager,  Wil- 
liam J.  Ruane,  is  no  Fred  Mates.  If 
Mates  was  the  hare  in  the  fable,  Ru- 
ane is  the  tortoise.  The  conservative- 
ly dressed,  soft-spoken  Bill  Ruane,  51, 
has  been  managing  money  for  26 
years.  He  has  put  Sequoia  Fund  (and 
his  private  accounts  totaling  over  $30 
million)  into  an  assortment  of  second- 
tier,  medium-  and  smaller-sized  com- 
panies showing  good  earnings  growth. 
He  steers  clear  of  the  IBMs  and 
Xeroxes  as  too  highly  priced  for  tiny 
Sequoia  Fund;  besides,  with  a  doz- 
en-odd analysts  following  each  stock, 
there's  no  real  opportunity  to  discov- 
er hidden  values.  Sound  familiar?  Of 
course.  It's  almost  pure  Ben  Graham. 

A  Harvard  MBA,  Ruane  sat  in  on  a 
Graham  seminar  at  Columbia  in  1950 
where  he  learned  that  it's  the  funda- 
mentals that  count:  not  just  growth  in 
earnings  but  the  quality  of  earnings. 
Like  Graham,  Ruane  hunts  for  under- 
valued assets.  With  a  portfolio  with  a 
price/ earnings  ratio  average  of  just 
7.5,  Ruane  believes  the  time  to  head 
for  the  door  is  when  one  of  his 
stocks  shoots  up  to  15.  In  the  17  years 
Ruane  spent  at  Kidder,  Peabody,  and 
the  six  years  since  he  founded  Se- 
quoia in  July  1970,  he  has  never 
deviated  from  this  philosophy. 

One  favorite  is  McDonough  Co., 
a  West  Virginia  miniconglomerate 
manufacturing  such  things  as  hand 
tools  and  shoes.  The  fund  first  went 
into  McDonough  in  November  1970 
at  $11  a  share.  "The  shares  went 
down  to  $6  in  late  1974,"  says  Ruane. 
"Frankly  we  found  it  a  little  unbe- 
lievable, but  it  didn't  change  our  mind 


".  .  .  We're  not  as  smart  as 
the  results  might  indicate, 
nor  were  we  as  dumb  as  we 
felt  back  in  1973  when  the 
stock  market  dropped  .  .  ." 


Bargain  Hunter  Ruane:  On  the  prowl 
for  undervalued  assets,  clean  balance 
sheets  and  plenty  of  liquidity. 


about  the  company  or  the  smart  old 
guy  who's  running  it.  It  still  had  a 
book  value  of  $19  a  share.  In  1974 
it  earned  $2.70  and  the  following  year 
its  earnings  went  to  $3.40.  So  you  see 
$6  was  ridiculous."  Today  McDon- 
ough is  selling  at  22%,  and  is  profit- 
able and  comfortable  as  a  holding. 

Ruane  likes  newspaper  stocks.  He 
is  proud  of.  Booth  Newspapers  Inc., 
which  the  fund  started  accumulating 
in  1973  at  a  cost  of  under  $10  a  share. 
At  the  time  Booth  had  $30  million 
in  cash,  earned  $13  million  but  was 
selling  at  a  total  market  value  of  $80 
million.  "Many  newspaper  properties 
are  basically  unregulated  monopolies," 


says  Ruane.  "They  have  some  com- 
petition from  TV,  but  not  too  many 
people  are  going  to  try  and  sell  their 
car  on  TV. 

"In  the  real  world,  newspapers  of 
that  nature  have  been  selling  at  20  to 
25  times  earnings.  So  when  we  had  a 
chance  to  buy  into  Booth  at  6  times 
earnings  in  1973,  it  was  demonstrable 
that  they  were  worth  a  lot  more.  It 
turned  out  Newhouse  took  over  the 
company— paying  $47  a  share  for  a 
total  market  evaluation  of  $350  mil- 
lion. Of  course,  we  didn't  have  the 
faintest  idea  that  this  would  happen, 
but  the  values  were  there."  With  the 
same  rationale,  Ruane  went  into  the 
Washington  Post  Co.  three  years  ago 
when  the  stock  was  selling  at  10  and 
the  total  market  value  of  the  company 
was  $90  million.  "I  was  convinced 
any  of  the  three  Post  divisions  could 
be  sold  for  in  excess  of  that  value," 
says  Ruane. 

Broadcasting  companies  appeal  to 
him  for  many  of  the  same  reasons 
newspapers  do.  "Group  broadcasters 
have  shown  an  outstanding  ability  to 
generate  cash,"  he  says.  "The  net- 
works are  a  little  bit  more  of  a  show- 
biz thing.  They  have  to  invest  a  lot 
in  their  own  product,  but  the  stations 
take  most  of  their  programming  from 
the  networks.  And  it's  a  monopoly- 
type  situation  because  there's  only  so 
much  TV  time  available."  Ruane  first 
bought  into  Capital  Cities  Communi- 
cations back  in  1961— when  it  only 
had  two  stations— and  bought  the 
same  stock  two  years  ago  for  the  fund 
when  its  P/E  ratio  was  8.  Today  Cap- 
ital Cities  is  Sequoia's  highest  multi- 
ple stock  at  slightly  over  10,  but 
Ruane  thinks  it  deserves  to  be  rated 
in  the  top  five  of  the  institutional 
stocks,  up  there  with  IBM. 

Another  broadcast  favorite  is  LIN 
Broadcasting,  which  the  fund  went 
into  in  January  1976  at  $12  a  share. 
"I've  watched  that  company  for  six  or 
seven  years  since  Don  Pels  left  his 
post  as  financial  vice  president  at  Cap- 
ital Cities  to  run  the  company.  Now 
here's  a  company  that  will  earn  $2.50 
next  year  with  another  20  cents  in 
goodwill  amortization.  Yet  the  stock  is 
at  just  7  times  earnings." 

You  could  almost  call  Bill  Ruane  a 
media  freak.  Says  he:  "Ad  agencies 
like  broadcasters  have  little  inventory 
and  little  fixed  assets  and  no  debt. 
When  you're  talking  about  an  inter- 
national agency  like  Ogilvy  &  Mather 
with  53  offices  in  29  countries,  it's 
hard  to  duplicate  its  organization.  En- 
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y  into  this  business  on  a  large  scale 
difficult.  And  its  only  capital  re- 
jirement  is  office  space  at  48th 
■reet  and  Madison  Avenue.  Look  at 
gilvy's  record  for  a  moment  and  for- 
;t  the  business  it  is  in:  Its  return 
1  equity  runs  about  20%,  and  in  the 
st  ten  years,  it  has  experienced  a 
)mpounded  growth  rate  of  around 
3%.  Yet  it  sells  at  6  times  earnings." 
nother  ad  agency  in  the  portfolio 
Interpublic,  selling  at  28  on  esti- 
ated  1976  earnings  of  $4.50.  That's 
1st  over  6  times  last  year's  earnings 
id  with  projected  earnings  fo-  1977 
$5,  Ruane  believes  it's  very  much 
bargain. 

Ruane  believes  it's  simpler  to  deal 
ith  a  noncapital-intensive  industry 
like  media— because  you  don't  have 

wonder  whether  they're  underde- 
eciating  their  plant.  Nevertheless, 
ie  of  Iris  favo*ite  stocks  is  Chicago's 
ttway  Corp.,  whose  most  profitable 
isiness  is  its  burglar  alarm  division; 

has  a  consistent  pretax  profit 
argin  of  40%.  "Sure  they  have  to 
lild  warehouses.  But  this  is  one  of 
e  most  unique  businesses  in  the  U.S. 
ttway  is  the  dominant  factor  in  this 
arket  by  far,  and  the  company  has 
own  a  consistent  20%  return  on  equi- 

and  has  no  debt."  Still  it's  selling 
r  8.2  times  earnings— on  1977  esti- 
ated  earnings  of  $4.50 

areful,  Now 

With  all  those  bargains  around, 
lane  must  be  buying  like  crazy.  As 
matter  of  fact,  he  is  not.  "Right 
>w,"  he  says,  "we've  got  more  cash 
i  a  percentage  basis— 20%— than  at 
ly  time  since  we  started  the  fund." 
s  that  old  Ben  Graham-like  caution 
;ain.  Regardless  of  his  recent  suc- 
ss,  Ruane  is  simply  not  going  to 
ty  hastily.  As  he  wrote  his  Sequoia 
areholders  last  month:  "We're  not 

smart  as  the  current  results  might 
dicate,  nor  were  we  as  dumb  as 
3  felt  back  in  1973  and  1974  when 
(e  stock  market  dropped  the  prices 

our  companies  to  levels  that  ap- 
;ared  to  predict  the  end  of  society 
we  know  it." 

AH  the  favorable  publicity  hasn't 
nerated  much  in  the  way  of  sales 
r  Ruane's  no-load  fund,  and  he  says, 
bit  sadly:  "Gosh,  if  you'd  had  a 
cord  like  this  in  the  late  Sixties, 
illions  would  be  flowing  in."  True, 
it  the  characters  who  got  the  mil- 
ins  in  the  Sixties  have  mostly 
opped  from  sight.  Bill  Ruane  figures 
i  being  around  for  a  long  time.  ■ 


"New  York  and  1 
just  can  t  say  goodnight'.' 

I  come  here  fen, 
twelve  rimes  a  year  and 
I  still  can't  get  enough. 
What  o  city!  There's 
always  something  new  to 
see.  New  York  and  I  just  can't  say 
goodnight. 

The  Biltmore  helps.  It's  in  the  middle 
of  everything.  When  I  finally  have  to 
sleep,  I  don't  have  to  leave  New  York. 
The  Biltmore  lobby  Under  The  Clock, 
even  my  room  feels  like  New  York. 

And  next  morning,  get  this:  four  dif- 
ferent places  to  have  breakfast  right 
here  in  the  hotel! 

Then,  when  it's  time  to  go,  and 
I'm  late  for  my  plane  (again),  I  don't 
have  to  check  out.  I  just  leave  my 
key,  and  they  bill  me  later.  I  like  that. 

Once  I  came  to  New  York  and 
stayed  in  one  of  those  Anywhere 
hotels.  Once.  That 
was  enough. 


The  Siltmone 

43rd  and  Madison 
(800)  221-2690  In  New  York  Stare,  call 
(800)  522-6449  In  rhe  city  661-1717 

Coll  your  corporate  travel  office  or  travel  agent 


5RBES,  FEBRUARY  ],  1977 


57 


Stepping  Aside 


A  manufacturing  man  to  run  a  big 
utility  company?  Isn't  that  unusual?  It  is, 
but  Pennsylvania  Power  &  Light  had 
very  good  reasons  for  the  choice  it  made. 


In  the  utility  industry,  executives 
normally  move  to  the  top  with  the 
same  sort  of  lockstep  regularity  you 
generally  associate  with  government 
civil  service.  But  not  at  Allentown, 
Pa.'s  Pennsylvania  Power  &  Light.  In 
picking  his  eventual  successor,  PP&L's 
president,  Jack  K.  Busby,  settled  last 
month  on  a  man  not  only  outside  the 
company  but  outside  the  utility  busi- 
ness as  well:  Robert  K.  Campbell,  47, 
general  manager-administration  of 
Western  Electric's  nationwide  manu- 
facturing operation. 

Campbell  concedes  that  the  utility- 
business  is  a  far  cry  from  Western 


Electric,  but  he  also  maintains  that 
PP&L's  top  management  processes- 
strategic  long-range  planning,  for  in- 
stance—are the  same  as  he's  used  to 
at  Western.  A  mechanical  engineer 
with  degrees  in  law  and  business, 
Campbell  has  worked  for  Western  for 
more  than  20  years.  He  might  have 
spent  the  rest  of  his  life  there  if  PP&L 
hadn't  approached  Western  to  see  if 
it  would  object  to  PP&L's  consider- 
ing Campbell  as  a  candidate  for  their 
presidency.  They  didn't,  and  Bob 
Campbell  got  the  job  over  three  oth- 
er outside  candidates. 

Busby  argues  that  Campbell's  man- 


job-hopper:  Bob  Campbell  (right)  has  been  commuting  two  hours  to  Western 
Electric  in  New  York.  Now,  Jack  Busby's  put  him  ten  minutes  from  the  office. 


ufacturing  experience  is  just  what 
PP&L  needs.  "Bob's  track  record  in 
managing  cost-effective  programs, 
cost  reduction,  cost  performance  is 
very,  very  strong,  and  though  utilities 
have  been  brought  up  on  the  fact  that 
service  comes  first,  we  now  live  in  a 
world  that  also  focuses  on  getting  op- 
timum efficiency  and  effectiveness  in 
providing  that  service.  Bob  brings 
more  expertise  in  such  areas  than  I 
felt  we  had  or  that  utilities  in  gen- 
eral are  thought  of  as  having." 

Campbell  has  lived  on  PP&L's  lines 
for  nearly  ten  years  now,  most  of  the 
time  as  manager  of  Western's  big 
Allentown  semiconductor  plant.  Bus- 
by sees  that  as  another  plus:  "Bob 
comes  from  an  enterprise  that  has 
taken  the  view  that  you  create  tech- 
nology rather  than  buy  it,  and  this 
mind  set  is  very  important  to  our  in- 
dustry, too.  A  few  years  down  the 
road  you  can  see  conventional  coal- 
burning  plants  costing  $1  billion  a 
throw,  and  common  sense  suggests 
that  you  cannot  endlessly  proliferate 
technology  at  these  huge  costs  and 
have  a  viable  enterprise.  Maybe  the 
technology  of  utilization  will  have  to 
become  as  important  as  the  technolo- 
gy of  production." 

It  is  typical  of  Busby  to  do  some- 
thing as  unorthodox  as  to  go  outside 
his  industry  for  a  successor.  A  Chica- 
go-born, Yale-educated  lawyer,  he 
has  been  with  PP&L  for  25  years, 
and  has  helped  to  make  it  one  of  the 
best  managed  and  most  profitable 
utilities  in  the  U.S.;  over  the  past  12 
months  it  earned  $103  million  on  reve- 
nues of  $604  million,  a  17%  profit  mar- 
gin vs.  about  12%  for  the  industry. 

After  an  independent  audit  by  Mc- 
Kinsey  &  Co.,  Busby  decided  to  look 
for  his  successor  outside.  "They  said 
one  of  my  jobs  was  to  produce,  with 
the  board,  a  more  positive  plan  for 
the  future  management  of  the  com-, 
pany.  We  elected  to  take  it  seriously. 
Because  of  the  long  lead  times  in  our 
business,  we're  now  chewing  on  the 
decisions  that  should  be  made  for 
1988  and  beyond.  It's  just  good  man- 
agement that  the  people  who  are  go- 
ing to  be  carrying  out  the  decisions 
ought  to  take  a  part  in  making  them." 
But  he  adds:  "My  principal  job  now 
is  to  facilitate  an  effective  transition. 
I'll  try  to  remember  that  most  ma- 
chines don't  need  a  fifth  wheel." 
Meaning,  of  course,  that  he  won't 
hang  on  when  the  job  is  done— just 
one  more  proof  that  Jack  Busby  is  a 
first-rate  manager  himself.  ■ 
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VOLVO  CREATES 
A  WORKING  CAR  FOR 
THE  LEISURE  CLASS. 


Even  those  who  can  afford  life's  luxuries 
must  occasionally  carry  them  home.  A  fact 
apparently  of  minor  concern  to  practically  every 
prestige  car  maker  in  the  world.  They've  shown 
a  dramatic  lack  of  interest  in  station  wagons. 

The  Volvo  265  overcomes  this  oversight.  It 
can  be  likened  to  a  limousine  with  the  world's 
largest  trunk.  But  unlike  most  limousine  drivers, 
the  Volvo  chauffeur  gets  more  consideration 
than  his  cargo. 

The  front  seat  cushions  raise,  lower  and  tilt. 
The  seat  backs  recline.  The  area  at  the  small 
of  your  back  adjusts  from  "soft"  to  "firm." 


Air  conditioning  and  automatic  transmission 
are  standard  equipment,  of  course. 

Driving  is  silent,  smooth  and  effortless. 

Steering  and  braking  are  power-assisted. 
And  a  fuel-injected,  light  alloy,  overhead  cam 
V-6  provides  ample  performance  for  the  most 
sporting  driver. 

Quite  naturally,  a  car  this  generously  endowed 
does  not  come  cheap.  But  when  you  think  about 
it,  Volvo  does  offer  extra  incentives  for  paying 
the  price. 

All  the  things  we've  put  into  the  Volvo  265. 
And  all  the  things  you'll  be  able  to. 


IP 

■ 


J 
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TIME 

makes  everything 
more  interesting... 

During  1976.TIME  received  35  awards  for  journalistic  excellence— a  perform- 
ance unmatched  by  any  other  magazine.  These  honors  represent  not  only  a 
recognition  of  TIME'S  staff,  but  an  acknowledgment  of  TIME'S  basic  premise: 
to  write  of  the  world  each  week  with  humane  and  intelligent  curiosity  in  a  way 
that  makes  something  happen  inside  the  reader's  head.  Below,  a  partial  listing: 


SCIENCE 

Aviation/Space  Writers  Association's 
Special  Citation  to  Frederic  Golden  for 
the  TIME  cover  story  "Appointment  in 
Space." 

PUBLIC  SERVICE 

National  Magazine  Awards  presented 
by  the  Columbia  University's  Graduate 
School  of  Journalism.  Special  Award 
to  TIME  Magazine  for  its  July  4, 1776 
Bicentennial  Issue. 

FOREIGN  REPORTING 

Overseas  Press  Club  Robert  Capa 
Gold  Medal  for  Best,  Photographic 
Reporting  From  Abroad  to  Dirck  Hal- 
stead  for  his  pictures  of  Vietnamese 
fleeing  the  Communist  advance. 

COLOR  FEATURE 
PHOTOGRAPHY 

Newspaper  Guild  of  New  York  Page 
One  Award  to  Dirck  Halstead  for  "The 
New  Beauties." 

NEWS  FEATURE  WRITING 

Newspaper  Guild  of  New  York  Page 
One  Award  to  Burton  Pines  for  special 
report  "Poor  vs.  Rich:  A  New  Global 
Conflict." 

FOREIGN  REPORTING 

Newspaper  Guild  of  New  York  Page 
One  Award  to  TIME  for  coverage  on 
Indochina. 


COLOR  PHOTOGRAPHY 

New  York  Press  Photographers  Asso- 
ciation First  Prize  to  Dirck  Halstead  for 
Color  News. 

SCIENCE 

American  Institute  of  Physics  Annual 
Science  writing  award  (single  prize)  to 
Frederic  Golden  for  cover  story  "Fore- 
cast: Earthquake." 


PUBLIC  SERVICE 

National  Headliners  Club  special 
award  to  TIME  Magazine  for  "Special 
1776  issue  commemorating  the 
Bicentennial." 

PUBLIC  SERVICE 

Freedoms  Foundation  George  Wash- 
ington Honor  Medal  to  TIME  Magazine 
for  special  July  4,  1776  Bicentennial 
Issue. 

FOREIGN  REPORTING 

Overseas  Press  Club  Award  for 
Reporting  That  Demonstrates  a  Con- 
cern for  Humanity  to  Mayo  Mohs  for 
cover  story  "Saints  Among  Us." 

ECONOMICS 

Freedoms  Foundation  George  Wash- 
ington Honor  Medal  to  George  Church 
for  cover  story  "Can  Capitalism 
Survive?" 

ART 

Finlandia  Foundation  Award  to  Philip 
Herrera  for  "The  Maestro's  Late 
Works"— article  on  Finnish  architect, 
Alvar  Aalto. 

LAW 

New  York  State  Bar  Association  Media 
Award  to  Jose  Ferrer,  James  Atwater  & 
John  Leo  for  cover  story  on  crime, 
"The  Crime  Wave." 

COLOR  PHOTOGRAPHY 

New  York  Press  Photographers  Asso- 
ciation First  Prize  to  Dirck  Halstead  for 
Color  Features. 


COLOR  SPORTS  PHOTOGRAPHY 

Newspaper  Guild  of  New  York  Page 
One  Award  to  Ken  Regan  for  "The 
Agony  of  Defeat." 

PHOTOGRAPHY 

New  York  Press  Photographers  Asso- 
ciation First  Prize  for  Portraiture  to 
Eddie  Adams. 


BUSINESS  &  FINANCE 

John  Hancock  Award  for  Excellence  in 
business  and  financial  ]ournalism  to- 
William  McWhirter  for  "Upstairs/ 
Downstairs  at  the  Factory." 

LAW 

American  Bar  Association's  Certificate 
of  Merit  to  TIME  Magazine  and  to  Jose 
Ferrer,  James  Atwater  and  John  Leo 
for  cover  story  "The  Crime  Wave." 

MEDICINE 

Sigma  Delta  Chi  Deadline  Club's  Spe- 
cial Achievement  Award  to  Peter  Stoler 
for  cover  story  on  Hypertension: 
"Conquering  the  Quiet  Killer." 


PHOTOGRAPHY 

New  York  Press  Photographers  Asso- 
ciation Second  Place  Award  to  Eddie 
Adams  in  General  News  Category. 


NATIONAL  NEWS 

American  Bar  Association's  Certificate 
of  Merit  to  Edward  Magnuson  for  cover 
story  "The  Truth  About  Hoover"  and  to 
Frank  Merrick  for  story  on  the  FB.I., 
"Curbing  It  Without  Killing  It." 


PHOTOGRAPHY 

White  House  News  Photographers 
Association  First  Prize  in  the  Picture 
Story  category  to  Walter  Bennett  and 
three  Honorable  Mentions  in  the  Pic- 
ture Story  and  Feature  Story  categor- 
ies to  Dirck  Halstead. 

FOREIGN  REPORTING 

Maria  Moors  Cabot  Prize  for  journalis- 
tic contribution  to  inter-American 
understanding,  presented  by  Colum- 
bia University's  Graduate  School  of 
Journalism  to  TIME  and  to  Bernard 
Diederich. 


TIME,  The  Weekly  Newsmagazine 


There  Are  Many  Ways  To  Make 


Money 


Cleveland's  Leaseway  has  become  a  smashing  success 
by  following  a  simple  motto:  Don't  buy,  borrow. 


Cleveland's  Leaseway  Transporta- 
tion Corp.  and  Akron's  Roadway  Ex- 
press have  three  things  in  common: 
Both  are  in  the  business  of  moving 
merchandise  by  truck;  they  are  about 
equally  big  (Leaseway's  estimated 
revenues  last  year  being  $560  million, 
Roadway's  about  $600  million)  and 
both  are  highly  profitable  (Leaseway 
earning  25%  on  its  stockholders'  equi- 
ty, Roadway  24%).  But  in  their  ap- 
proach to  the  business,  the  two  could 
not  be  more  different. 

Roadway  is  a  common  carrier:  Its 
6,300  bucks,  9,900  trailers  and  330 
terminals  will  handle  anything  for 
anybody.  Not  so  Leaseway.  It  does 
little  common  carriage,  but  in  effect 
runs  transport  operations  for  others. 
Roadway  owns  its  trucks  free  and 
clear.  Leaseway  has  loads  of  debt 


($252  million),  holding  little  more 
than  title  as  it  leases  and  maintains 
its  trucks.  It  does  what  companies 
could  easily  do  for  themselves,  but 
Leaseway  persuades  them  it  can  do 
it  better  and  cheaper.  So  successfully 
has  it  persuaded  them  that  its  reve- 
nues have  trebled  and  profits  qua- 
drupled in  the  last  decade. 

The  foundation  on  which  Lease- 
way  was  built  is  General  Motors,  for 
which  Leaseway's  Anchor  Motor 
Freight  subsidiary  has  been  hauling 
cars  since  the  mid-Thirties.  In  a  rec- 
ord GM  auto  year,  Anchor  accounted 
for  some  40%  of  an  estimated  15% 
overall  revenue  gain  in  1976  and  no 
less  than  19%  of  total  profits.  Busi- 
ness was  so  good  last  year  that  Anchor 
even  made  money  in  the  third  quar- 
ter, which  normally  yields  a  loss  be- 


cause  of   auto  model  changeovers. 

Even  larger  than  GM  in  Lease- 
way's  universe  has  been  Sears,  Roc- 
buck  and  its  steady  supplier,  Whirl- 
pool, which  gave  Leaseway  substan- 
tially increased  contracts  in  the  1960s. 
Last  year  Leaseway's  80%-owned  sub- 
sidiary, Signal  Delivery  Service  (Sears 
owns  the  other  20%),  brought  in  an 
estimated  $115  million,  a  fat  21%,  of 
company  revenues.  Next  year  that 
figure  should  rise  at  least  $15  million 
as  Signal  moves  into  Sears'  southwest 
territory,  begins  service  at  Whirlpool's 
Fort  Smith,  Ark.  plant  and  starts  long- 
haul  service  for  Sears  linking  13  ma- 
jor cities  east  of  the  Rockies. 


Long  Haul:  Hauling  GM  autos  today 
(above)  is  a  major  part  of  Leaseway. 
It  started  40  years  ago  (below). 


Besides  these  two,  Leascway  does 
contract  carriage  for  outfits  like  Mont- 
gomery Ward,  Standard  Oil  of  Ohio, 
Lehigh  Portland  Cement,  Baltimore 
Paint  &  Chemical  and  Ford  Motor 
(for  which  it  transports  auto  parts  to 
dealers).  These  contracts  yield  an- 
other $140  million  in  revenues. 

In  contract  carriage,  Leaseway  pro- 
vides the  labor  and  runs  the  opera- 
tion. Leaseway  is  also  in  finance 
leasing  of  vehicles,  warehousing, 
maintenance  and  industrial  manpow- 
er. The  customers  are  outfits  like 
Honeywell,  Xerox,  R.H.  Macy  and 
Mead  Corp.  These  services  are  very 
profitable;  on  one-third  of  revenues, 
they  yield  about  40%  of  profits. 

Finance  leasing  can  be  very  at- 
tractive when  money  is  tight  or  rates 
are  high  or  lenders  are  skittish.  This 
allows  a  big  and  successful  company- 
like  Leaseway  with  long-standing 
equipment  and  buying  arrangements 
to  charge  lower  prices  than  its  com- 


petition. Says  Charles  Marcoux  Jr.. 
41,  Leaseway's  vice  chairman  and 
chiel  administrative  officer,  "We've 
aggressively  gone  after  and  picked 
up  new  finance  leasing  business  last 
year  and  this  year  as  well.  Other 
leasing  operators  are  in  a  much  tight- 
er financial  position,  and  we're  taking 
advantage  of  it." 

Leaseway's  risks?  A  customer's  busi- 
ness can  dip,  but  will  seldom  do  so 
catastrophic'ally  except  on  an  occa- 
sion like  GM's  67-day  strike  back  in 
1970;  and  the  risk  in  any  repetition 
has  been  diminished  by  the  compa- 
ny's broader  spread  of  business  today. 
A  customer  who  cancels  a  contract 
must,  by  the  contract  provisions,  buy 
from  Leaseway  at  book  value  or  bet- 
ter the  equipment  that  has  been  used 
in  his  behalf.  The  only  major  excep- 
tion is  the  arrangement  between  An- 
chor and  General  Motors. 

About  the  only  real  danger  is  that 
a  lessee  company  might  go  broke: 


W.T.  Grant,  for  example,  leased  part 
of  its  truck  fleet  from  Leaseway.  In 
fact,  such  losses  were  a  major  factor 
in  the  disappointing  rise  in  Lease- 
way's  income  from  full-service  leas- 
ing in  1976.  But  the  more  numerous 
and  solid  the  customers,  the  less 
threatening  this  risk  will  be. 

Without  so  much  equipment  to  buy 
and  with  profits  compounding  at  a 
high  rate,  Leaseway  faces  a  problem 
of  sorts:  What  to  do  about  all  that 
cash,  which  earns  only  7M%  or  so  in 
the  money  market?  To  deal  with  this 
high-class  worry,  the  company  has 
just  completed  a  major  restructuring 
designed  to  permit  top  management 
to  concentrate  on  acquisitions.  Making 
acquisitions  always  carries  the  risk  of 
making  mistakes,  but  Marcoux  insists 
the  company  will  proceed  cautiously: 
"We  aren't  about  to  go  far  afield.  Ac- 
quisitions must  be  in  transportation 
and  related  services,  businesses  \vc 
know  and  understand."  ■ 


The  Founding  Fathers 

Some  30%  of  Leaseway's  stock  is  still 
held  by  the  founding  O'Neill  family, 
and  an  O'Neill,  William  J.  Jr.,  43,  is 
the  current  president;  his  cousin, 
Hugh  O'Neill  III,  54,  is  chairman. 

The  company  itself  was  founded  by 
three  O'Neill  brothers:  William,  Fran- 
cis, and  the  late  Hugh  Jr.  They  were 
sons  of  Hugh  O'Neill  Sr.,  an  Irish 
horse  trader  who  came  to  the  U.S. 
near  the  turn  of  the  century  and 
earned  a  living  selling  horses  to  the 
U.S.  Army  and  to  the  Cleveland 
mounted  police.  Old  Hugh  finally 
went  into  the  haulage  business,  first 
with  horses,  then  with  trucks. 

His  three  sons  naturally  gravitated 
to  the  trucking  business.  They  formed 
a  group  of  smallish  trucking  compa- 
nies, but  during  the  Thirties  they  sold 
out  and  went  to  work  for  U.S.  Truck 
Lines,  where  Hugh  Jr.  ran  a  new  little 
contract  venture  named  Anchor  Mo- 
tor Freight  to  haul  cars  over  the  road 
for  General  Motors.  When  World  War 
II  crunched  that  car-haulage  busi- 
ness, U.S.  Truck  Lines  was  glad  to 
sell  Anchor  Motor  cheap  to  the 
O'Neills,  who  got  through  the  war  by 
hauling  aircraft  engines  and  the  like. 
When  GM  returned  to  cranking  out 
cars,  Anchor  was  ready.  It  was  An- 
chor, plus  some  smaller  trucking  and 
leasing  operations  set  up  by  brothers 
William  and  Francis,  that  formed  the 
nucleus  for  Leaseway.  The  idea  of 
contract  carriage  was  a  shrewd  move 
designed  to  let  companies  bypass  the 
difficulties  of  truck  purchase,  mainte- 
nance and  union  labor.  Just  leave  the 
driving  to  the  experienced  O'Neill 
brothers. 


Sharing  The  Freight:  Leaseway's  closely  knit  O'Neill  family  still 
dominates  top  management.  But  with  growth,  the  O'Neills,  Hugh  (center) 
and  William  (right),  have  brought  in  outsider  Charles  Marcoux  (left). 


While  nonfamily  members  like 
Charles  Marcoux  (see  story)  are  now 
prominent  in  the  company,  the  O'Neill 
stamp  remains  strong— though  not  as 
pervasive  as  it  used  to  be.  Marcoux 
recalls: 

"I  had  just  come  to  the  company 
in  the  mid-1960s  as  legal  counsel  and 
I  was  going  over  various  long-stand- 
ing contracts  to  familiarize  myself 
with  them.  I  came  across  a  loan  agree- 
ment drawn  up  many  years  before 
with  Hugh  O'Neill  III,  who  is  now 
chairman. 

"I  turned  purple  when  I  read  it.  It 
said  that  in  the  event  of  his  death  or 
incapacity,  the  contract  would  be  im- 


mediately voided  and  all  the  debt 
outstanding  on  the  trucks  would  come 
due  at  once.  We  eventually  got  the 
agreement  redrawn,  but  it  shows  the 
lengths  people  used  to  go  to  in  order 
to  tie  everything  to  the  O'Neills." 

Today,  Leaseway's  contracts  may 
no  longer  be  canceled  by  the  death 
of  a  single  O'Neill,  but  the  family  is 
still  very  much  on  hand.  Besides 
Chairman  Hugh  O'Neill  III  and  Presi- 
dent William  Jr.,  Patrick  J.  runs  An- 
chor, and  two  other  O'Neills  are  di- 
rectors. And  a  fourth  generation  of 
O'Neills  is  coming  up,  at  least  some 
of  whom  will  want  to  follow  their 
great-grandfather  into  the  business. 
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Utah  Power  Measures  Up. 
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Utah 


I  AND  LIGHT  COMPANY 


For  further  information  about 
Utah  Power,  send  in  the  coupon 
or  contact  your  investment  broker. 

C  L  Hoskms.  Vice  President.  Treasurer 
and  Chief  Financial  Officer 
Utah  Power  &  Light  Company,  Dept.  F-2 
P  O  Box  899,  Salt  Lake  City,  Utah  841 10 

Please  send  latest  Annual  Report  and  Economic  Profile  of  your  service  area 


Name 
Address . 
City  _ 
State 


Zip 


SullivarTs  Sow 

Walter  Kidde's  Fred  Sullivan  can't  seem  to  dump 
U.S.  Lines.  The  question:  How  hard  is  he  trying? 


Irish  writer  Flann  O'Brien  tells  the 
tale  of  an  old  farmer  who  falls  in  love 
with  a  prize-winning  sow,  buys  it  and 
moves  it  into  his  house.  The  fanner's 
family  is  in  an  uproar,  but  while  the 
farmer  vacillates,  the  sow,  gorged  on 
potatoes,  grows  too  fat  to  be  squeezed 
through  the  door. 

Fred  Sullivan,  chairman  of  Walter 
Kidde  &  Co.,  must  know  the  feeling. 
I  lis  sow  is  called  U.S.  Lines. 

Sullivan,  with  a  brilliant  name  for 
acquisitions  made  at  Litton  Industries, 
had  taken  on  Walter  Kidde  back  in 
1964  when  the  big  conglomerate  was 
a  pokey  New  Jersey  maker  of  fire  ex- 
tinguishers. His  knack  for  picking  up 
small,  underprieed,  high-quality  out- 
fits—dozens within  three  years— more 
than  doubled  Kidde's  profits  and  mul- 
tiplied sales  nearly  nine  times.  Kid- 
de's multiple  soared  to  34. 

Then  Sullivan  daringly  decided  to 
go  for  broke.  He  put  $50  million  cash, 
plus  $53  million  of  Kidde's  then  high- 
flying stock,  into  buying  U.S.  Lines, 
with  its  famous  superliner,  the  S.S. 
United  States,  and  its  24  stout  cargo 
ships.  By  early  1969  Kidde  owned 
U.S.  Lines  down  to  the  last  pulley  and 
cleat.  It  looked  like  a  bargain  at  less 
than  book  value.   Never  mind  that 


U.S.  Lines  made  additional  capital  in- 
vestments of  over  $116  million  under 
Kidde's  ownership,  but  it  managed  to 
lose  $12  million  from  1968  to  1970, 
while  tighter  money  and  growing  mar- 
ket skepticism  about  conglomerates 
sent  Kidde's  stock  crashing  from  the 
70s  to  below  15. 

Sullivan  was  having  second  doubts 
about  his  prize  pig.  Not  only  was  it 
gulping  capital,  it  was  hurling  the 
corporate  image— who  wants  a  pig, 
even  a  prize  one,  around  the  house? 
Far  from  imparting  glamour  to  Kid- 
de's stock,  U.S.  Lines  was  hurting  it. 
Sullivan  decided  to  dump  U.S.  Lines. 

Easier  said  than  done.  U.S.  Lines 
President  John  J.  McMullen,  a  veteran 
shipping  man,  made  a  bid  for  the 
company,  but  Sullivan  fired  him  in- 
stead of  selling  to  him.  In  1970  Sul- 
livan found  his  ideal  buyer:  R.J. 
Reynolds  Industries,  which  had  just 
bought  Sea-Land,  U.S.  Lines'  chief 
competitor.  Reynolds  agreed  to  pay 
Kidde  $65  million  but  not  until  the 
deal  was  consummated. 

As  both  parties  expected,  the  Jus- 
tice •  Department  challenged  the  sale. 
But  Sullivan  had  got  Reynolds  to 
agree  to  take  the  risk  of  selling  U.S. 
Lines  if  the  courts  wouldn't  let  the 


". . .  It  should  surprise  no  one  if  the  sale  never  does  go 
through.  Said  Sullivan  recently:  'It  would  not  be  the 
worst  thing  if  we  ended  up  keeping  U.S.  Lines.' . . ." 


people  were  no  longer  traveling  by 
boat,  that  the  unions  were  choking 
the  cargo  trade,  that  U.S.  Lines  lost 
money  in  1967  despite  huge  subsidies. 
Sullivan  had  a  dream. 

He  recalls:  "We  believed  we  could 
use  U.S.  Lines  to  become  an  inte- 
grated transportation  complex.  We 
had  visions  of  containerization  and 
terminals  with  land  transportation 
connections,  all  tied  together  with 
sophisticated  software."  A  familiar 
tale.  Synergy,  they  used  to  call  it. 

But  Sullivan's  sow  had  a  ravenous 
appetite  for  cash,  for  containerization 
in  particular,  hi  the  next  two  years, 


tobacco  company  keep  the  shipping 
company.  In  that  case,  Kidde  would 
still  get  its  $65  million  from  Reynolds 
plus  8%  accrued  interest  when  the 
sale  was  made. 

The  Government,  however,  argued 
that  Reynolds  could  not  oversee  the 
sale  of  its  top  competitor.  The  ensuing 
five-year  court  battle  tied  up  the  deal 
until  last  June,  by  which  time  Reyn- 
olds owed  Kidde  some  $100  million. 

Surprise!  By  now  U.S.  Lines  was 
blossoming.  Led  by  able  maritime 
lawyer  Edward  Heine,  and  aided  by 
a  growing  fleet  of  automated  contain- 
er and  cargo  ships,  U.S.  Lines  turned 
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Between  A  Rock  And  A  Hard  Place: 

Kidde  Chairman  Fred  Sullivan  may 
not  want  too  much  cash  too  quickly. 

profitable  in  1972.  By  1975  it  was 
earning  $10.5  million  on  $291-million 
revenues.  Last  year,  it  earned  some 
$15  million.  Meantime  Kidde,  wither- 
ing in  Wall  Street's  anticon glomerate 
air,  by  early  last  year  was  selling 
for  just  20  a  share,  70%  of  book  val- 
ue. Sullivan  had  already  had  one 
brush  with  a  takeover  when  the  ac- 
quisitive Laurence  A.  and  Preston  B. 
Tisch  of  Loews  Coip.  bought  up  some 
10*  of  Kidde's  stock.  Another  hid 
could  not  be  ruled  out.  Sullivan  just 
had  to  get  that  sow  out  of  his  house 
and  boost  Kidde's  stock  price. 

He  began  looking  for  a  buyer  him- 
self, after  collecting  $4.5  million  from 
R.J.  Reynolds  in  settlement  of  their 
old  deal.  Sullivan  found  quite  a  num- 
ber of  eager  would-be  buyers,  in- 
cluding a  syndicate  led  by  former 
General  Motors'  president,  Edward  N. 
Cole;  Great  Lakes'  shipper  Fred  Sa- 
hadi;  millionaires  Fritz  and  Bronson 
Ingram  (Forbes,  Nov.  1,  1976);  New 
Jersey  pipemaker  Triangle  Industries; 
and  two  partners,  David  Stone  and 
Robert  Katz,  with  backing  from  Cin- 
cinnati   financier    Carl    Lindner  of 
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A  BROKERAGE 
HOUSE  YOU  CAN 
BANK  ON. 


Today,  there  are  fewer 
things  in  the  investment 
world  you  can  sit  back  and 
depend  on. 

That's  why  we  think 
you  might  want  to  know 
about  us:  Thomson  & 
McKinnon  Securities  Inc. 

We're  one  of  the 
biggest  and  strongest  firms 
in  the  business  with  91 
years  behind  us  and  85 
offices  here  and  in  Europe. 

And  we  can  help 
you  in  so  many  important 
areas:  investment  advisory, 
research,  stock  and  bond 
trading,  commodities, 


options,  money  manage- 
ment, annuities,  tax 
shelters,  corporate  finance, 
retirement  planning.  We 
have  professionals  con- 
centrating in  each  specific- 
area. 

You  can  call  us  at 
(212)  482-6410.  Put  us  to 
work  for  your  future. 
You'll  not  only  find  out 
how  much  we  can  do  for 
you,  you'll  find  out  how 
well  we  do  it. 

Because  while  we're 
trying  to  earn  money  for 
our  clients,  we  also  earn 
their  respect. 


THOMSON 
y^FKINNON 


SECURES  INC. 


1  New  York  Plaza,  New  York,  New  York  10004  1212)  482o410 


Faces  Behind  The  Figures 


Sponsor  As  Star 

"The  System  is  the  solution,"  the 
200-pound,  6-foot-2-inch  actor  began. 
"It's  more  than  a.  .  .  ." 

"Cut,"  yelled  Dick  Loew,  produc- 
er-director of  American  Telephone  & 
Telegraph's  new  TV  commercial. 
"Let's  take  it  again." 

Cameras  whirled,  the  lights  went 
up  and  John  D.  deButts,  chairman 


of  AT&T,  the  largest  communica- 
tions company  in  the  world,  wiped 
perspiration  from  his  cleanly  shaven 
face.  Straightening  his  dark,  ready- 
made  suit,  he  began  again— for  the 
third  time. 

Interviewed  later,  deButts  drawled 
in  his  down-home,  southern  accent: 
"I'm  used  to  appearing  on  television, 
but  this  is  the  first  time  for  an  ad. 
Originally,  I  was  scheduled  for  five 
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DeButts  of  AT&T 


hours  of  shooting,  but  I  told  them  it 
can't  take  five  hours  for  a  30-second 
commercial."  The  61-year-old  chair- 
man proved  his  point  by  doing  it  in 
a  record-breaking  41  minutes  flat. 

Paid  for  by  AT&T,  the  deButts 
commercial  ran  30  times  last  month 
on  major  sports  shows,  which  AT&T 
figured  businessmen  would  be  watch- 
ing. It  urged  them  to  let  AT&T  fill 
their  communications  needs  rather 
than  to  turn  to  somebody  like  Inter- 
national Business  Machines,  Interna- 
tional Telephone  &  Telegraph  or  a 
number  of  smaller  competitors  who 
hope  to  use  satellites  as  a  means  of 
muscling  in.  The  slogan,  "The  system 
is  the  solution,"  was  the  brainstorm  of 
AT&T's  new  marketing  director,  ex- 
IBMer  Arch  McGill. 

Unlike  other  stars  of  commercials, 
deButts  decides  on  the  clothes,  hair 
length  and  other  items  he  wears  in 
front  of  the  camera.  At  the  filming 
there  was  a  tussle  about  his  pat- 
terned tie,  when  a  technician  insisted 
he  wear  a  plain  one  instead,  but 
deButts  won  the  argument— after  all, 
he  was  the  sponsor  as  well  as  the  star— 
which  does  give  a  man  certain  perks. 

Did  he  have  any  problems  remem- 
bering his  lines? 

"You  kinda  memorize  it  as  you  go," 
he  confided,  laughing  uproariously  at 
the  memory  of  himself  squinting  at 
the  TelePrompTer  for  his  lines  while 
trying  to  act  natural. 

"It  surprises  me  every  time,"  he  ad- 
mits, when  strangers  recognize  him, 
and  confided  that  the  first  time  the 
commercial  was  shown  publicly  he 
was  the  center  of  attention  at  his 
golf  club.  "Everyone  I  met  had  some- 
thing to  say  about  it." 

What  about  the  nonbusiness  public 
who  caught  the  deButts  act?  What 
was  their  reaction?  Forbes  did  a  little 
informal  research  in  a  local  saloon, 
and  this  is  what  we  found: 

"So  that's  what  the  hell  a  chair] 
man  looks  like,"  commented  a  burly 
machinist  quaffing  a  beer.  "Hey,  he 
doesn't  look  any  different  than  us, 
even  if  he  does  make  a  billion  dollars." 
The  -oilier  drinkers  laughed  and  went 
back  to  their  beers,  at  least  partly 
convinced  that  big  businessmen  are 
human,  after  all. 

By  the  way,  AT&T  didn't  pay  de-i 
Butts  a  penny  for  his  acting:  at 
$444,000  a  year  he  doesn't  really 
need  the  money.  Come  to  think  of  it, 
though,  that  isn't  much  pay  for  a  TV 
personality.  Barbara  Walters  and  Wal- 
ter Cronkite  do  considerably  better.  ■ 
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Soap?  Whiskey?  What 

Abstemious  by  nature,  sparrow-like 
in  appearance,  Philip  E.  Beekman, 
45,  starts  his  day  around  4  a.m.,  fre- 
quently with  a  seven-mile  run  along 
New  York  City's  East  River  Drive.  "I 
never  need  more  than  three  to  four 
hours'  sleep  a  night,"  says  Beekman, 
who  this  month  became  president  of 
the  Seagram  Co.,  the  world's  largest 
distiller  ($81  million  net  on  $2-bil- 
lion  sales  in  fiscal  1976),  after  more 
than  23  years  with  Colgate-Palmolive. 

In  his  new  post,  Beekman  will  need 
all  that  energy.  Seagram's  profits  last 
year  were  lower  than  1974's  and 
would  have  been  lower  still  but  for 
its  investments  in  oil  and  gas.  Its  Sev- 
en Crown  and  V.O.  brands  are  still 
the  top-selling  blended  and  Canadian 
whiskies,  but  Seagram  is  now  being 
hard  pressed  in  liquors  by  Heublein 
Inc.,  which  has  the  edge  in  the  faster 
growing  vodkas;  in  five  years,  Heu- 
blein boosted  total  sales  an  average 
21%,  vs.  Seagram's  6.3%.  Worse,  Heu- 
blein now  makes  19%  on  equity 
(Forbes,  Jan.  1),  Seagram  only  9%. 

Even  with  all  his  restless  energy, 
what  can  Beekman  do?  "Nothing 
much  in  the  short  term,"  admits  Beek- 


s  The  Difference? 

man,  a  health  food  enthusiast  who 
rarely  imbibes  much  more  than  an  oc- 
casional Scotch  or  glass  of  white  wine. 
"First,  I  must  get  oriented.  Find  my 
way  to  the  little  boy's  room."  In  the 
long  run,  he'll  consider  some  brand 
repositioning  and  more  aggressive  ad- 
vertising. "I  don't  see  selling  liquor  as 
being  very  different  from  soaps  and 
detergents,"  says  Beekman.  "It's  blend- 
ing, mixing  and  to  a  degree  aging." 

At  Colgate,  where  he  ran  the  al- 
most $2-billion  foreign  side  of  the 
business,  Beekman  had  the  inside 
track  to  the  top  office.  So  why  did  he 
move  to  Seagram  where  Chairman 
Edgar  M.  Bronfman,  whose  family 
controls  about  35%  of  the  stock,  still 
apparently  has  the  final  word?  "I 
have  a  guarantee  that  I  will  be  run- 
ning the  whole  company,"  answers 
Beekman.  His  predecessor.  Jack  Yog- 
man,  now  at  Esquire,  Inc.,  who  once 
may  have  had  similar  assurances, 
was  ousted  all  the  same.  But  Bronf- 
man, 47,  is  older  and  more  chastened 
now,  especially  after  the  painful  busi- 
ness of  his  son's  kidnapping.  Besides, 
the  money  was  tempting:  around 
$300,000  a  year,  a  60%  raise. 


Beekman  of  Seagram  Co. 


Beekman,  a  Dartmouth  history  ma- 
jor, started  at  Colgate  as  an  industrial 
engineer  and  rose  via  personnel  be- 
fore switching  to  marketing.  "Inven- 
tories and  receivables  are  still  among 
my  favorite  subjects,"  says  Beekman— 
meaning  that  by  keeping  inventories 
tight  and  receivables  short,  a  com- 
pany can  free  up  cash  to  use  in 
marketing.  ■ 


A  Mew  Set  Of  Exiles 

What's  a  Republican  doing  as  the 
new  (as  of  Feb.  1)  head  of  Washing- 
ton, D.C.'s  Brookings  Institution,  the 
world-renowned  research  organiza- 
tion known  until  recently  as  "the  Dem- 
ocratic Administration  in  exile"?  Bruce 
K.  MacLaury,  45,  wants  to  recreate 
Brookings  Institution's  image  as  a 
nonpartisan,  nonpolitical  group.  Be- 
sides, who  needs  a  Democratic  shad- 
ow cabinet  now? 

One  of  MacLaury's  first  tasks  as 
chief  of  administration  and  policy  is 
to  find  replacements  for  the  five  to 
ten  professionals  who  have  left  or  are 
about  to  go  into  Carter  government 
service,  most  notably  Charles  L. 
Schultze,  chairman  of  the  President's 
Council  of  Economic  Advisers.  Others 
are  in  the  new  Administration  in  sub- 
cabinet  status.  Some  not  yet  invited 
are  likely  to  be. 

MacLaury  fills  the  spot  held  by 
Kermit  Gordon,  who  died  last  June. 
Gordon  was  a  Democrat  who  served 
|  as  President  Johnson's  budget  direc- 
tor. MacLaury,  by  contrast,  has 
worked  for  Republican  Presidents, 
most  recently  as  president  of  the  Fed- 


eral Reserve  Bank  of  Minneapolis.  Be- 
fore that,  he  held  posts  in  monetary 
and  foreign  economic  areas. 

Research  programs  at  Brookings 
generally  are  divided  into  three 
groups:  government,  economics  and 
foreign  policy.  Each  has  its  own  pol- 
icy director,  but  Brookings'  president 
shares  responsibility  with  the  pro- 
gram directors.  "With  my  background, 
I  will  probably  have  most  input  into 
foreign  studies,"  MacLaury  says. 

MacLaury  will  have  to  face  prob- 
lems as  chief  fundraiser  at  Brook- 
ings; it  costs  $7  million  a  year  to  pay 
the  65  professionals  and  165  others 
on  the  staff.  Right  now  the  Board  of 
Trustees,  headed  by  former  Treasury 
Under  Secretary  for  Monetary  Affairs 
Robert  V.  Roosa,  is  somewhat  appre- 
hensive about  taking  money  as  grants 
to  pay  for  particular  studies.  About 
75%  of  the  budget  is  covered  by  proj- 
ect grants;  only  25%  comes  from  the 
endowment.  "When  you  have  a  one- 
to-one  relationship  with  a  donor, 
there  is  always  the  risk  that  the  grant- 
or will  dominate  subject  decision- 
making," MacLaury  says. 

In  a  way,  though,  MacLaury  may 
end  up  making  Brookings  at  least  in 


part  a  kind  of  Republican  govern- 
ment in  exile.  "I  must  eliminate  the 
public  perception  that  Brookings  is  a 
Democratic  proxy,"  he  says.  How? 
For  one,  by  hiring  some  economists 
from  the  Ford  Administration.  ■ 


MacLaury  of  Brookings  Institution 
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Faces  Behind  the  Figures 


Oh,  Those 
Impetuous  Swiss 

With  his  elegant  tailoring  and  pen- 
chant for  understatement,  Alberto 
Togni,  38,  is  anyone's  idea  of  a 
Swiss  banker. 

Midway  in  a  casual  conversation  on 
international  banking,  Togni,  since 
last  year  the  head  of  Swiss  Bank 
Corp.'s  U.S.  operations  in  New  York 
(one  of  the  largest  foreign  wholesale 
banks  doing  business  here),  suggested 
that  the  Swiss  banks  had  made  in- 
roads in  the  last  few  years  as  under- 
writers in  the  Eurobond  market  once 
heavily  dominated  by  the  U.S.  and 
British  investment  and  merchant 
banks.  Indeed.  Last  year  the  Euro- 
bond market,  where  long-term  issues 
are  floated  by  a  borrower  in  one 
country  with  another  country's  cur- 
rency (mosdy  U.S.),  nearly  doubled, 
to  about  $12  billion.  The  Swiss  banks 
dominate  the  market,  with  Togni's 
bank  running  neck  and  neck  for  the 
most  underwritings  with  Credit  Suisse 
and  Union  Bank. 


What  brought  the  Swiss  on  so  fast? 
To  Togni,  who  managed  Swiss  Bank 
Corp.'s  Asian  operations  before  com- 
ing to  New  York,  it  was  quite. sim- 
ple: The  Swiss  pressed  their  natural 
advantages.  Eurobond  issues  in  re- 
cent years  were  winding  up  in  Swiss 
banks  anyway,  as  much  as  75%  in 
some  cases,  he  said.  Most  were  pur- 
chased by  individuals,  not  banks  or 
corporations.  They  buy  the  bonds  for 
capital  preservation,  not  speculation. 
(It  is  understood,  however,  that  a  lot 
of  the  buying  is  for  non-Swiss  resi- 
dents—"concerned"  international  mon- 
ey. )  Also,  a  recent  change  in  the  Swiss 
tax  law  allows  Swiss  banks  to  be  syn- 
dicate managers.  Able  to  almost  guar- 
antee an  issue's  placement,  the  Swiss 
went  after  the  underwriting  fees 
(sometimes  2%),  too. 

Togni  foresees  other  advantages.  As 
underwriters,  the  Swiss  now  deal  di- 
rectly with  companies  and  govern- 
ment agencies  that,  now  that  they 
know  the  Swiss  better,  may  throw 
other  new  banking  business  their  way. 

Including  bank  loans,  Swiss  Bank 


Togni  of  Swiss  Bank  Corp. 


Corp.'s  New  York  office  handles  from 
$6  billion  to  $8  billion  of  all  kinds 
of  money  instruments  daily.  Profitable, 
but  the  spreads  are  narrow.  "There's 
also  a  nice  profit,"  explains  Togni,  "in 
the  float.  Even  overnight  we  can 
earn  money."  ■ 


••Lazarus"  Bonds 

In  mid-January,  lawyers  for  the  De- 
partment of  Housing  &  Urban  De- 
velopment verified  a  startling  discov- 
ery: Some  $67  million  worth  of  New 
York  City  Housing  Authority  bonds 
are  fully  guaranteed  by  Uncle  Sam, 
not   New   York   City's  hard-pressed 


Stoever  of  Stoever  Glass 


treasury.  The  bonds  came  back  from 
the  dead  like  Lazarus.  Moody's  im- 
mediately upped  its  rating  from  Caa 
(very  bad)  to  Aaa  (the  very  best)  — 
which  may  be  the  sharpest  rating 
change  in  the  bond  business'  history. 
Before  the  discovery,  many  of  the 
bonds  had  traded  at  less  than  30  cents 
on  the  dollar,  and  so  yielded  a  vir- 
tually risk-free  (and  entirely  tax-free) 
12/2%  and  more.  Since  the  discovery, 
holders  of  the  issue  scored  a  $15-mil- 
lion  paper  profit. 

Responsible  for  this  $15-million  dis- 
covery was  the  tiny  (annual  volume: 
$75  million)  Wall  Street  municipal 
bond  house  of  Stoever  Glass  &  Co. 
How  did  Stoever  Glass  beat  such  big 
"research"  outfits  (as  well  as  holders 
of,  and  dealers  in,  the  Housing  Au- 
thority bonds)  as  Lebenthal  &  Co., 
Merrill  Lynch  and  New  York's  big 
banks  (not  to  mention  Moody's  and 
Standard  &  Poor's )  ? 

Deep  digging,  says  President  Fred- 
erick Stoever,  a  German  immigrant's 
son  who  founded  the  company  14 
years  ago  when  he  was  just  27.  "We 
got  interested  in  Housing  Authority 
bonds  because  they  seemed  to  have 
two  levels  of  coverage:  the  city's 
guarantee  and  certain  real  estate 
properties.  As  we  looked  more  closely 
at  those  properties,  we  found  that 
starting  in  1968  many  of  the  projects 
had  been  converted  from  New  York 


City  to  Federal  Government  pro- 
grams." Stoever  kept  mum  until  last 
December,  when  municipal  bond  le- 
gal specialists  at  Mudge,  Rose,  Guth- 
rie &  Alexander  agreed  with  Stoever 
Glass'  hunch.  Last  month's  HUD  an- 
nouncement confirmed  it. 

Did  Stoever  Glass  make  a  killing 
from  its  leg  work?  Fred  Stoever  says 
no.  The  firm  owned  none  of  the  bonds 
itself,  he  says,  and,  "for  ethical  rea- 
sons," did  not  purchase  for  its  own 
accounts.  Nor  did  Stoever's  salesmen 
try  to  interest  their  clients  in  the 
bonds.  He  did,  however,  point  a  few 
clients  in  the  direction  of  the  wind- 
fall. They  already  owned  the  bonds 
and  were  thinking  of  selling.  "We  told 
them  they  shouldn't  sell,"  Stoever  says, 
"but  we  didn't  say  why." 

Even  with  their  new  triple-A  rat- 
ing, of  course,  these  "Lazarus"  bonds 
are  something  special.  Many  of  them 
were  recently  selling  at  a  6%  net 
yield.  Since  they  are  exempted  from 
federal  income  tax,  that  amounts  to  a 
12%  yield  for  those  in  the  50%  brack- 
et. Sure  beats  long-term  governments. 

Forbes  asked  Fred  Stoever  if  he 
thinks  other  cities'  housing  bonds  may 
also  have  Uncle  Sam's  backing.  "I 
doubt  it,"  Stoever  replied.  "This  is  the 
first  time  in  the  histoiy  of  the  munic- 
ipal bond  business  anything  like  this 
has  happened.  I  think  it  is  very,  very, 
very  unlikely  to  happen  again."  ■ 
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What  could  interest  Arab  readers 
#  more  than  a  copy  of  Forbes? 

J^t  A  copy  of  Forbes  in  Arabic. 


Coming:  3rd  Annual 
rabic  Edition  of  Forbes 
in  the  summer  of  77. 


ore  than  25.000  carefully  selected 
|ab  businessmen,-  financiers,  gov- 
nment,  technical  and  educational 
aders  throughout  the  Middle  East 
Jll  be  focusing  on  the  Third  Annual 
•abic  Edition  of  Forbes  Magazine 
lue  to  appear  in  August.  1977. 
I  The  issue  will  also  be  distributed 
[American  business  executives  with 
fecial  interest  in  this  area  of  the 
i  ld's  new  money  markets.  And  to 
p.  Embassies  and  Consulates  in 
h  Arab-speaking  countries. 
|  Once  again,  Forbes  will  present 
Is  unique  editorial  service  in  the 
Base  of  better  communication  and 
der.standing  between  American 
feiness  and  the  energy-affluent  Arab 
fid. 

f  As  with  the  two  previous  Arabic 
Itions,  this  will  be  an  important, 
•ting  reference-issue  with  expanded 
Itorial  coverage  of  the  following 
legories: 

I  American  Industry  —  including  a 
[  rent  statistical  report  on  the  500 
jgest  U.S.  corporations,  a  profile  of 
I  major  American  industries,  a 
lectory  of  who  makes  what  — and 
■ere.  etc. 

I  The  American  Economy— with  ;i 
lad  range  of  such  subjects  as  U.S. 
jiculture,  unemployment,  factory- 


built  housing  land  why  it  may  work 
in  the  Middle  East). 

Innovation  —  in  which  over  a 
dozen  articles  will  explain  what's  hot 
on  the  American  business  scene  — 
from  fads,  booms  and  business  schools 
to  electronic  banking,  electric  cars 
and  discotheques. 

Business  and  Ideas— will  focus 
on  a  variety  of  corporate  leaders,  in- 
cluding an  entrepreneur,  an  arms 
merchant,  a  management  expert,  an 
agricultural  consultant. 

The  entire  issue  will  be  written 
directly  to  the  needs  and  interests  of 
those  at  the  centers  of  power  and  in- 
fluence in  the  Middle  East.  Those  who 
want  and  need  to  know  more  about 
American  business  and  how  it  oper- 
ates. Thus,  along  with  its  funda- 
mental purpose  of  developing  a 
greater  understanding  and  better 
communications  between  the  busi- 
ness leaders  of  the  American  and 
Arab  worlds -the  Forbes  Third  An- 
nual Arabic  Issue  will  provide  an- 
other valuable  opportunity  for  U.S. 
companies  to  communicate  effectively 
with  this  increasingly  important 
world  market. 

How  valuable'  How  effective? 
Here  are  just  a  few  of  the  many  com- 
ments Forbes  received: 

"...we  are  enthusiastically  go- 
ing to  advertise  in  your. .. special 
Arabic  edition ...  received  a  great 
many  favorable  comments  on  the 
1975  issue  when  we  were  in  the  Mid- 
dle East." -J.  J.  Heffernan.  VP  Mar- 
keting Operation.  General  Electric- 
Credit  Corporation. 

"As  trade  between  the  United 
States  and  the  Middle  East  increases, 
this  edition  will  serve  as  a  valuable 
directory  for  all  people  of  the  region 
who  have  contact  w  ith  American  cor- 
porations... ."—Roger  E.  Anderson. 
Chairman  of  the  Board.  Continental 
Bank. 

"...has  gone  over  very  well  here 
...several  initial  contacts  have  been 
made  between  American  and  Kuwaiti 
businessmen  on  the  basis  of  advertis- 
ing appearing  in  it."  — William  A. 
Stoltzius.  Jr..  American  Ambassador. 
Kuwait. 


It  will  prove  very  helpful!'  — 
Robert  W.  Haack.  Chairman.  Lock- 
heed Corporation. 

"Fascinating  reading."— Lee  A. 
lacocca.  President.  Ford  Motor 
Company. 

"...valuable  information  for  the 
Arab  world." -J.  Willard  Marriott, 
President.  Marriott  Corporation. 

"...appropriate  for  an  Arab 
reader  in  the  business  world."  — 
Professor  J.  Wakin.  Senior  Lecturer 
in  Arabic.  Columbia  University. 

"...interesting  and  useful... we 
are  working  in  that  area  of  the 
world."  — John  B.  flicker,  Jr.,  Chair- 
man and  President.  The  Continental 
Corporation. 

"...pleased  to  see  Forbes  has 
chosen ...  special  material  for  this 
increasinglv  important  area  of  the 
world." -Willard  C.  Butcher.  Presi- 
dent, The  Chase  Manhattan  Bank. 
N.A.( 

"...would  be  well  received  in  the 
Arab  world  and  give  a  wealth  of  in- 
formation...  to  readers  who  have  an 
interest  in  our  U.S.  economic-  scene. . ." 
—  Ellmore  C.  Patterson.  Chairman  of 
the  Board,  Morgan  Guaranty  Trust 
Company. 

'...great  job... happy  we  decided 
to  place  an  ad  there.-. ."  —  Gerald  H. 
Trautman,  Chairman  and  CEO.  The 
Greyhound  Corporation. 

And  the  comments  go  on  and  on. 
From  executives  of  widely  varied  in- 
dustries, utilities,  financial  institu- 
tions, transportation  companies.  Mid- 
dle East  publications,  editors,  the 
American  Ambassadors,  etc. 

Obviously,  this  issue  presents  a 
unique  opportunity  for  bringing  your 
company  to  the  attention  of  this  new. 
emerging  center  of  power  and  influ- 
ence in  the  Middle  East. 

For  more  information,  please 
write:  Special  Arabic  Edition, 
Forbes  Magazine,  60  Fifth  Avenue. 
N.Y.,  N.Y.  1001 1  or  contact  your  local 
Forbes  representative. 

FORBES: 

CAPITALIST  TOOL 


Is  your  portfolio 
getting  attention  from  the  top? 

Now  look  what's  behind  the  Kidder,  Peabody  representative 


As  one  of  the  top  10 
investment  bankers,  we 
can  say  quite  frankly:  the 
size  of  a  brokerage  firm  isn't 
what  counts  most .  Or  the  facilities, 

Por  the  type  of  services  its  repre- 
sentatives can  offer. 

What  matters  more  than  ever  is  the 
ability  to  combine  the  personal  with  the  profes- 
sional... matching  seasoned  expertise  to  successfully 
achieve  each  client's  particular  needs. 

For  example:  ours  is  the  largest  research  analyti- 
cal staff  of  any  Wall  Street  organization  except  one. 
But  its  value  lies  in  quickly  pinpointing  information 
useful  to  you,  while  there's  time  for  you  to  use  it. 

Our  registered  representatives  put  in  more  time 
and  manpower  per  investor  than  any  broker  we  know 


of.  Working  closely  with  our  portfolio  strategists,  them 
keep  you  current  on  pertinent  trends,  and  watch  for 
new  and  better  ways  to  meet  your  objectives. 

Your  account  has  ready  access  to  the  talents  ol 
our  topmost  specialists— recognized  authorities  ill 
economics,  corporate  and  municipal  bonds,  preferred 
stocks,  options,  portfolio  management,  tax  shelters 
and  other  areas.  When  your  strategy  has  international 
scope,  we  draw  on  the  resources  of  Kidder,  Peabody 
offices  worldwide. 

We're  professionals  who  cover  a  broad  spectrum] 
of  investment  and  finance.  But  we're  personal  in  sort- 
ing out  what's  useful  to  you.  The  latest  issue  of  our 
Investment  Strategy  report  has  specifics  that  demon- 
strate our  thinking... and  provide  useful  investment 
and  economic  information  for  today.  Write  or  visit 
the  office  nearest  you  for  your  copy. 


Kidder,  Peabody  &  Co. 

Incorporated 

Why  not  invest  where  professionals  invest? 

Founded  1865  •  New  York  •  Boston  •  Philadelphia  •  Chicago  •  San  Francisco  •  Los  Angeles  •  Atlanta  •  Dallas 

Albany  •  Altoona  •  Amarillo  •  Baltimore  •  Buffalo  •  Carmel  •  Cleveland  •  Detroit  •  Fort  Lauderdale  •  Hagerstown  •  Houston 
Jacksonville  •  Lowell  •  Milwaukee  •  Minneapolis  •  Newark  •  Newport  Beach  •  Norfolk  •  Palo  Alto  •  Portland  •  Providence  •  Reading 
Sacramento  •  Salt  Lake  City  •  San  Diego  •  Seattle  •  Spokane  •  Springfield  •  Toledo  •  Washington  •  White  Plains  •  Wilkes-Barre 
London  •  Paris  •  Geneva  •  Hong  Kong  •  Johannesburg  •  Cairo  •  Tokyo 
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Money  And  Investments 


The  Economy 


Quality  Vs.  Quantity 


In  judging  corporate  earnings,  there  are  two  things  to  con- 
sider: quantity  and  quality.  Quantity  is  easy;  it's  what  the 
accountants  will  permit  the  corporations  to  say  they  earned. 
Quality  is  a  different  matter,  full  of  intangibles.  Most  im- 
portant, quality  depends  on  the  adequacy  of  deprecia- 
tion reserves.  If  depreciation  is  inadequate,  then  the  quality 
of  earnings  is  low— earnings  aren't  as  good  as  they  look. 
If  depreciation  is  adequate  or  more  than  adequate,  then 
earnings  may  be  better  than  they  look. 

The  happy  prospect  for  1976-77  is  that  earnings  are 
better  than  they  look.  Their  quality,  in  other  words,  is 
very  high  indeed. 

In  quantity  terms,  corporate  earnings  were  up  23%  last 
year  and  will  be  up  10%  to  15%  this  year.  But  look  at  the 
chart  on  this  page:  It  shows  that  quality  is  up  much  more. 

Depreciation  itself  is  a  difficult  question.  Does  anybody 
really  know  how  long  a  piece  of  equipment  will  last?  Or 
what  the  ultimate  cost  to  replace  it  will  be?  Therefore, 
depreciation  is  a  judgmental  matter,  but  one  that  directly 
and  seriously  affects  earnings.  The  connection  is  obvious: 
The  more  that  is  written  off  for  depreciation,  the  lower 
will  be  reported  earnings.  The  important  thing  to  remem- 
ber, though,  is  that  depreciation  is  a  paper  cost— no  money 
actually  flows  out  of  the  company.  Therefore,  while  de- 
preciation hurts  reported  earnings,  it  actually  enriches  the 
corporate  treasury.  Thus  you  can  say  that  a  given  level  of 
earnings  backed  by  heavy  depreciation  is  of  a  higher  qual- 
ity than  the  same  level  of  earnings  backed  by  much  lower 
depreciation. 

Congress  and  the  Internal  Revenue  Service  have  been 
i  liberalizing  rules  for  writing  off  plant  and  equipment.  Busi- 
nessmen can  now  use  a  shorter  life  for  capital  equipment, 
and  they  have  been  taking  advantage  of  this. 

Last  year  U.S.  business  accrued  nearly  $107  billion  for 
depreciation.  This  year  the  amount  will  increase  again, 
even  if  Congress  doesn't  liberalize  the  10%  investment  tax 


credit.  Overall,  the  sums  taken  for  depreciation,  deple- 
tion and  the  investment  tax  credit  have  been  growing  very 
rapidly  in  the  past  decade.  Current  levels  are  three  times 
as  great  as  those  of  1966,  when  the  charge-off  was  only 
$35.5  billion.  The  rapid  rise  in  depreciation  has  been  giv- 


". . .  The  happy  prospect  for  1976-77  is 
that  earnings  are  better  than  they  look. . .  ." 


ing  corporations  a  solid  foundation  of  cash  to  use  for  ex- 
panding and  replenishing  plant  and  equipment.  To  the 
extent  that  the  money  is  not  used  for  capital  outlays,  these 
noncash  charges  against  income  leave  funds  to  improve 
the  overall  balance  sheet. 

Depreciation  has  expanded  much  faster  than  earnings  in 
this  ten-year  period  under  review.  In  1966,  aftertax  profit 
for  all  business  enterprise  was  $40  billion— somewhat  great- 
er than  the  depreciation  deduction.  That  was  the  last  year 
that  profits  exceeded  capital  stock  write-offs.  By  1976, 
when  profits  totaled  $72.4  billion,  depreciation— and  other 
similar  charges  against  income— was  up  to  $107  billion. 

Ten  years  ago,  depreciation  write-offs  were  little  more 
than  half  of  the  $63  billion  of  capital  outlays.  By  last  year, 
depreciation  was  within  hailing  distance  of  the  $121  billion 
of  capital  outlays.  And  the  sum  of  profit  and  depreciation, 
aggregating  $180  billion,  generates  enough  cash  flow  to 
cover  all  plant  outlays  and  yet  leaves  plenty  for  the  $35 
billion  or  so  of  cash  dividends  likely  to  be  paid  in  1977. 

It  all  adds  up  to  the  fact  that  today's  corporate  earn- 
ings are  better  than  they  look— of  higher  quality.  And  that's 
something  to  rejoice  about  in  terms  of  dividend-paying 
ability,  in  terms  of  corporate  solvency  and  in  terms  of 
ability  to  make  capital  outlays.  ■ 
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CASH  PROFITS 

Corporate  profits  would  look  even  better  than  they  do,  were  it  not 
for  the  big  increase  in  depreciation  and  investment  tax  credits. 
Beneath  the  surface,  however,  the  situation  is 
exceedingly  healthy  because  cash  flow  has  been 
growing  nearly  twice  as  fast  as  profits. 


CASH  FLOW 


Source:  Federal  Reserve  Board— Flow  of  Funds 
1966       1967       1968       1969  1970 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


Yankee  Stay  Home 


By  Ben  Weberman 


"...  A  sense  of  history  can  be  an  inconvenience.  On  the 
other  hand,  it  can  sometimes  save  you  lots  of  money. . . . 


ost  people,  including  financial 
people,  have  short  memories.  Which 
is  why,  I  suppose,  individuals  with 
longer  memories  can  often  make  mon- 
ey from  them.  When  interest  rates 
were  sky-high  back  in  1975  and  early 
1976  and  Treasury  bonds  yielded  bet- 
ter than  8%,  many  people  scoffed  at 
the  idea  that  we  would  see  7%  again 
in  the  near  future. 

When  interest  rates  have  been  high 
for  a  time,  the  short-memoried  gen- 
eralize that  time  into  eternity— "Rates 
are  going  to  remain  high  in  our  life- 
time," they  say.  They  said  the  same 
thing  in  reverse  when  interest  rates 
were  much  lower.  I  can  remembei 
back  in  August  1966  when  Standard 
Oil  of  Indiana  marketed  a  6%  long- 
term  debenture— "A  museum  piece!" 
they  cried.  "We'll  never  again  see 
such  high  rates."  People  then  were 
accustomed  to  yields  of  4.5%  or  5%. 
Six  percent  looked  freakish  to  them. 

Things  Are  Looking  Down 

These  things  never  change.  A  good 
many  people  today  think  that  7%% 
long-term  rates  represent  only  a  dip 
and  that  rates  will  soon  head  up  again. 
Well,  leave  them  to  their  folly.  As  1 
predicted  in  my  last  column,  long- 
term  interest  rates  are  going  to  con- 
tinue going  lower,  not  up  again. 

Along  with  the  short  memories,  the 
bond  business  is  liberally  supplied 
with  people  who  won't  settle— they 
won't  settle  for  today's  lower  interest 
rates.  They  are  annoyed  because  they 
didn't  lock  in  yesterday's  higher  ones. 
As  a  form  of  psychological  compensa- 
tion, these  people  reach— they  reach 
for  lower  quality  bonds.  One  place 
where  they  are  reaching  is  into  bond 
issues  marketed  or  guaranteed  by  for- 
eign governments.  This  was  a  market 


that  expanded  greatly  during  1976. 
Offering  a  return  of  1%  or  higher  than 
similar  quality  American  bonds,  the 
supply  of  these  foreign  issues  grew 
rapidly— it  expanded,  I  suspect,  to 
meet  the  demand. 

The  issues  are  known  generically  as 
Yankee  bonds.  They  are  sold  by  coun- 
tries such  as  France,  Austria,  Japan 
and  Australia,  as  well  as  others  in  Eu- 
rope, and  by  international  financial 
organizations  such  as  the  European 
Coal  &  Steel  Community  and  the  Eu- 
ropean Investment  Bank.  These  bonds 
have  won  ratings  of  Aaa  from  Moody's 
and  AAA  from  Standard  &  Poor's 
(with  the  exception  of  Finland  which, 
for  some  strange  reason,  gets  only  an 
Aa  from  Moody's). 

Hapsburg  Memories 

Do  such  issuers  deserve  such  high 
ratings?  I  wonder.  Does  a  little  coun- 
try like  Austria,  pressed  up  against 
Soviet  power,  deserve  an  Aaa? 

At  any  rate,  there  are  enough 
doubts  in  investors'  minds  to  require 
that  the  issuers  offer  better  yields  and 
that  they  be  content  with  relatively 
short  maturities— mostly  five  to  eight 
years,  with  ten  years  the  outside  limit, 
following  European  market  practice. 

Securities  issued  with  French  back- 
ing seem  to  have  the  greatest  yield 
premium  among  the  Yankee  bonds. 
That's  partly  because  the  country  has 
issued  more  bonds  in  the  U.S.  than 
any  other  foreign  nation.  France  also 
has  a  large  Communist  party  and  a 
sluggish  economy.  Last  November, 
when  the  French  telephone  company, 
guaranteed  by  the  government  of 
France,  sold  $75  million  of  five-year 
notes,  the  offering  cairied  a  7.9%  re- 
turn; a  simultaneous  sale  of  $50  mil- 
lion, 20-year  bonds  had  a  yield  ot 
9.3%.  These  are  guaranteed  by  a  sover- 
eign government.  That's  a  big  yield. 

Some  investors  like  Norwegian 
bonds.  That  nation,  although  it  is  not 


far  from  Russia,  has  plenty  of  North 
Sea  oil  to  back  its  obligations.  The 
four  outstanding  obligations  of  this 
country,  maturing  in  1980  and  1981, 
carry  returns  of  7.6%,  well  over  the 
6.3%  of  a  U.S.  Treasury  due  at  the 
same  time. 

The  Latin  Way 

For  those  who  want  to  shoot  for 
really  juicy  yields,  there  are  some 
high-yielding  Yankee  dollar  bonds  of 
Mexico  and  Brazil.  None  are  rated  for 
quality.  These,  too,  mature  in  1980 
and  1981.  The  Brazilian  10s  of  1981 
sell  at  10VA  to  yield  9.26%.  And  the 
Mexican  10s  of  1980  and  9%s  of  1981 
generate  rates  of  return  of  9.5%  and 
9.6%,  respectively.  The  peso  devalua- 
tion had  very  little  impact  on  the  price 
of  the  Mexican  dollar  bonds. 

Another  market  ploy  is  to  go  into 
Canadian  government  issues.  These 
are  widely  accepted  by  institutions 
here,  and  so  the  1976  volume  of  $5.5 
billion  was  easily  digested.  The  play 
in  the  Canadian  market  is  principally 
in  obligations  of  the  Province  of  Que- 
bec and  the  province-guaranteed 
Hydro-Quebec  Electric  Commission. 
While  an  A  bond  here  has  a  return  cf 
8.45%,  the  Quebec  issues  are  current- 
ly carrying  interest  rates  in  the  9.43% 
range.  Their  rates  soared  an  estimated 
100  basis  points  (1%)  against  U.S.  is- 
sues when  separatism  became  a  po- 
litical question. 

Considering  the  higher  yields  and 
the •  excellent  (since  World  War  II t 
payment  record  of  these  foreign 
bonds,  are  they  a  good  way  to  get 
some  of  those  interest  rates  which  are 
now  only  an  echo  on  domestic  issues? 
The  answer  to  that  depends  partly  on  | 
how  long  your  memory  is.  Some  old- 
timers  still  remember  the  defaults  of 
the  1920s  and  1930s.  A  sense  of  his- 
tory like  this  can  be  an  inconv  enience. 
On  the  other  hand,  it  can  sometimes 
save  you  lots  of  money.  ■ 
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Quality  High, 
Performance  Low 


By  Heinz  H.  Biel 


A, 


kmong  the  30  stocks  in  the  Dow 
Jones  industrial  average,  Eastman 
Kodak  was  the  worst  performer  in 
1976.  It  was  the  only  one  that  de- 
clined, not  just  a  little,  but  a  whop- 
ping 19%.  The  average  itself  gained 
17.9%.  What  was  the  reason?  Did  EK 
have  "problems"  or  was  its  growth  rate 
flattening?  Maybe,  but  McDonald's 
Corp.,  the  king  of  the  hamburgers, 
with  an  almost  unmatchable  rate  of 
growth,  suffered  a  similar  fate,  losing 
five  points  last  year,  from  58%  to  53%. 
Just  one  more  example:  Johnson  ir 
Johnson,  a  company  virtually  without 
peer  in  the  world,  went  down  from 
89f8  to  78.  That  is  more  than  13%. 

What  do  these  three  companies— 
and  the  list  can  be  expanded  without 
difficulty— have  in  common  besides  be- 
ing leaders  in  their  fields  and  among 
the  great  one-decision  stocks  and  the 
darlings  of  the  institutional  investors? 

Unappealing 

Well,  what  they  have  in  common 
is  that  even  now,  after  a  compara- 
tively disastrous  stock  market  perfor- 
mance last  year,  these  stocks  are  not 
especially  appealing  if  you  think  that 
the  earnings  multiples  and  dividend 
yields  are  factors  which  prospective 
investors  should  consider.  At  the  year- 
end  the  price/ earnings  ratio  of  the 
DJI  was  10.5.  Eastman  Kodak  again 
ranked  30th  with  the  highest  multiple 
of  all— 21.9.  And  while  the  yield  for 
the  DJI  was  4.2%,  EK  was  tied  for 
29th  place  with  only  2.4%. 

McDonald's  P/E  is  also  over  20, 
and  its  newly  established  2.5-cent 
quarterly  dividend  provides  a  return 
of  less  than  0.2%.  The  corresponding 
figures  for  J&J  are  22.6  and  1.4%. 

There  was  a  time,  and  it  was  not  so 
long  ago,  when  the  so-called  profes- 

Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 


". . .  Investors  should  consider  both  the 
earnings  multiples  and  dividend  yields. . . .' 


sional  managers  of  tens  of  billions  of 
dollars  of  pension  and  trust  funds  just 
sneered  at  the  thought  that  other  fac- 
tors besides  the  growth  rate  of  earn- 
ings per  share  mattered.  Anyone 
who  was  raised  on  the  precepts  of 
Graham  &  Dodd's  Security  Analysis 
was  considered  an  old  fuddy-duddy. 
Those  money  managers  had  one-track 
minds:  Accumulating  the  same  stocks, 
week  after  week,  month  after  month 
and  being  blessed  with  a  never-end- 
ing flow  of  fresh  money,  they  man- 
aged to  lift  the  prices  of  their  favorite 
stocks  to  absurd  levels. 

It's  hard  to  believe  that  Eastman 
Kodak  sold  above  150  as  recently  as 
1973.  Today  we  look  at  these  prices 
with  the  same  disbelief  we  had  in 
the  Thirties  for  those  crazy  prices  of 
1929.  The  days  of  the  one-decision 
stocks  are  gone;  let's  hope  forever. 
The  portfolio  managers  have  sobered 
up  a  great  deal  after  their  experi- 
ence of  1974,  but  the  process,  as  last 
year's  stock  market  proved,  hasn't 
ended  yet. 

I  have  said  time  and  again  that  an 
investor  who  must  maximize  his  cur- 
rent income  should  not  buy  stocks, 
and  that  a  buyer  of  stocks  should  not 
make  his  selection  primarily  on  the 
basis  of  yield.  Nonetheless,  a  compa- 
ny's ability  and  willingness  to  pay  a 
sensible  percentage  of  its  profits  to  the 
shareholders  is,  at  least  for  me,  an 
important  consideration. 

Growth,  of  course,  is  vital.  One 
should  never,  never  invest  in  any  com- 
pany that  is  stagnant.  But  there  must 
be  a  reasonable  limit  on  the  price  one 
can  pay  for  growth.  Multiples  of  as 
much  as  40,  even  60,  for  rather  ma- 
ture companies  border  on  insanity. 

Some  time  ago  (Forbes,  Nov.  1, 
1975)  I  suggested  a  stock  that  didn't 
have  glamour  and  whose  chances  of 
doubling  in  price  were  remote.  But  it 
had  other  attractions:  a  multiple  of 
only  10,  a  6.5%  yield  and  a  dividend 
record  going  back  to  1899.  The  stock 


was  Nabisco.  It  was  then  selling  at 
35,  but  the  stock  had  sold  above  40 
in  every  year  since  1961.  Recently 
Nabisco  topped  50. 

But  that  is  not  the  story.  I  contin- 
ued that  column  saying  that  an  ag- 
gressive investor  would  shudder  at 
the  mere  thought  of  buying  Nabisco. 
He  would  find  a  stock  like  Rollins 
more  to  his  liking.  As  expected,  Rol- 
lins continued  its  splendid  growth. 
Earnings  were  $1.26  a  share  in  fiscal 
1974,  $1.42  in  1975,  $1.67  last  year 
and  they  may  reach  or  exceed  $1.90 
in  fiscal  1977.  And  the  reward  for  the 
fine  result?  The  stock  "soared"  from 
22  to  23.  The  reason  for  this  disap- 
pointing performance?  The  stingy 
dividend  policy.  I  should  have  paid 
more  attention  to  it. 

Record  Earnings 

Another  stock  "for  the  elderly" 
might  well  be  General  Foods  (31). 
For  many  years  it  was  regarded  as 
dull  and  unattractive.  Its  manage- 
ment did  not  enjoy  a  reputation  for 
imagination  or  brilliance.  A  greatly  re- 
juvenated management  team  is  now 
in  charge,  and  the  effects  are  begin- 
ning to  show.  If  it  were  not  for  the 
probability  of  lower  earnings  from 
coffee  (a  very  important  item  for 
General  Foods)  and  some  foreign-ex- 
change losses,  the  current  fiscal  year 
(ending  Mar.  31)  might  have  been 
superb.  As  it  is,  it  will  only  be  good— 
about  $3.50  a  share— but  still  a  record 
by  a  wide  margin. 

Just  as  Nabisco  benefited  when 
prices  of  sugar  and  flour  returned  to 
more  normal  levels,  the  coffee  short- 
age, caused  by  the  1975  frost  in  Bra- 
zil, will  correct  itself  and  eventually 
cease  to  be  a  negative  factor  for  Gen- 
eral Foods.  December-quarter  earn- 
ings will  probably  be  below  the  ex- 
cellent results  of  the  year  before,  but 
once  this  adverse  factor  is  out  of  the 
way,  the  stock  has  every  reason  to  do 
well  in  the  market.  ■ 
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The  Perpetual  Quest 

By  Peter  G.  Banzhaf 

. .  [Turnaround  candidates]  are  hard  to  find, 
but  worth  looking  for. . . ." 


I 


t's  not  easy  to  take  a  company  that 
is  operating  at  a  submarginal  level 
and  turn  it  around.  Not  easy  at  all. 

Yet  every  year  thousands  of  hours 
are  spent  searching  for  that  classic 
turnaround  situation— that  big  winner 
that  will  make  you  well.  Most  of  it, 
however,  is  wasted  time.  The  situa- 
tions are  too  hard  to  recognize,  the 
signs  too  hard  to  read.  Still,  the  chase 
persists.  And  every  now  and  then- 
very  rarely— it  is  successful. 

The  success  that  comes  most  quick- 
ly to  mind  is  the  turnaround  of  Chrys- 
ler in  the  early  1960s,  when  the  stern 
but  imaginative  hand  of  Lynn  Town- 
send  was  put  to  the  controls.  The 
stock  went  from  10  to  60,  a  hand- 
some move  indeed.  Chrysler,  of 
course,  ultimately  turned  down  again 
with  the  auto  cycle,  but  the  turn- 
around had  been  genuine. 

Another  example,  perhaps  the  best 
I  can  think  of,  is  Kresge.  If  there  ever 
was  a  company  that  wasn't  going  any- 
where—along with  the  entire  dime 
store  concept— it  was  S.S.  Kresge.  But 
with  the  advent  of  K  mart,  everything 
changed.  And  anyone  who  has  sold 
Kresge  has  since  regretted  it. 

Bonanza 

Another  great  American  turn- 
around took  place  at  Burroughs  in  the 
1960s.  Investors  who  were  able  to 
spot  it— and  stay  with  it— were  more 
than  amply  rewarded  for  their  faith. 
Oh,  to  have  been  one  of  those!  (The 
shares  moved  from  12  in  depressed 
1966  to  more  than  125  late  in  1973.  ) 

There  have  been  other,  more  re- 
cent, examples.  Boise  Cascade,  finding 
its  back  firmly  against  the  wall  sev- 
eral years  ago,  certainly  has  turned 
itself  around.  And  so  have  Teledyne 
and  perhaps  even  Con  Ed.  Allis-Chal- 

Mr.  Banzhaf  is  a  vice  president  with  Rob- 
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mers— which  seems  to  have  really 
turned  the  corner  at  last  (the  stock 
has  moved  from  less  than  10  to  the 
middle  20s  already)— made  so  many 
false  starts  earlier  that  most  of  us 
threw  up  our  hands  in  frustration  just 
before  the  real  thing  finally  took  place. 

The  answer  to  most  corporate  prob- 
lems, of  course,  is  people.  Townsend 
(since  deposed)  was  the  answer  at 
Chrysler,  Henry  Singleton  at  Tele- 
dyne,  Ray  MacDonald  at  Burroughs 
and  David  Scott  at  Allis-Chalmers. 
There  has  always  been  a  plentiful  sup- 
ply of  alleged  wizards,  but  very  few 
turn  out  to  be  genuine.  Unfortunate- 
ly, by  the  time  they  get  their  certifica- 
tion, it's  usually  too  late  for  us  to  make 
much  money  out  of  it. 

Yes,  management  is  everything.  We 
know  that.  But  how  are  we  to  recog- 
nize it?  How  are  we  to  know  what  is 
quality  and  what  is  quackery?  The 
answer  to  that  question,  while  per- 
haps essential,  is  beyond  me.  And,  I 
suspect,  is  beyond  most  of  us. 

In  the  turnaround  arena,  the  fail- 
ures far  outnumber  the  successes.  I 
have  friends  who  are  still  waiting  for 
the  Penn  Central  to  turn  around.  And 
for  W.T.  Grant,  Woolworth  and  all 
those  real  estate  investment  trusts. 

Still,  I  think  the  chances  of  uncov- 
ering a  decent  turnaround  candidate 
are  good  enough  to  stay  in  the  game. 
The  question  is,  what  looks  like  a  good 
candidate  now? 

While  admitting  that  I  am  no  bet- 
ter at  judging  people— particularly 
from  afar— than  anybody  else,  I  think 
turnarounds  are  taking  place  in  sev- 
eral spots.  And  while  they  don't  prom- 
ise to  produce  truly  sensational  re- 
sults, it's  likely  they  will  be  profitable. 
Two  candidates,  GAF  (13)  and  RCA 
( 26 ) ,  have  been  mentioned  in  this  col- 
umn in  the  past  (and  have  yet  to 
accomplish  much).  The  third,  while 
hardly  a  stranger,  may  not  be  regard- 
ed as  a  turnaround  candidate  at  all. 
It  is  Xerox  (56). 

It  could   be  persuasively  argued 


that  Xerox  doesn't  need  turning 
around.  Still,  the  rate  of  growth  from 
operating  earnings  has  slowed  in  re- 
cent years,  and  the  market  is  accord- 
ing the  shares  a  General  Motorsish 
price/earnings  ratio  (about  13).  XRX 
has  regularly  sold  at  anywhere  from 
two  to  four  times  that  multiple.  Hav- 
ing rid  itself  of  a  number  of  ques- 
tionable and  expensive  ventures,  XRX 
seems  to  be  back  on  the  track.  Earn- 
ings per  share  were  $4.51  for  1976 
and  seem  headed  for  $5.50  in  1977. 
Not  a  classic  turnaround,  but  an  out- 
of-favor  growth  stock  that  has 
straightened  out  and  looks  cheap. 

Be  Patient 

At  RCA,  the  turnaround  appears 
to  be  fundamental.  All  aspects  seem 
to  be  improving  as  the  energies  of 
new  president  and  CEO  Edgar  Grif- 
fiths are  applied.  Earnings  per  share 
for  1976  should  be  about  $2.70  (well 
up  from  $1.40  the  previous  year)  and 
may  reach  $3.40  in  1977.  With  a 
new  color-TV  boom  not  out  of  the 
question,  RCA  looks  appealing. 

Despite  its  inability  to  keep  track  of 
its  silver  supplies,  GAF  is  a  much  bet- 
ter company  than  it  was.  Although 
not  a  full-line  photographic  manu- 
facturer, there  are  photo-related  areas 
it  can  serve.  The  building  and  chemi- 
cal sections  are  well  run  and  prof- 
itable. Unfortunately,  earnings  last 
year  have  been  badly  distorted  by 
currency  adjustments  and  other  prob- 
lems. They  will  be  disappointing— 
probably  around  $1.35.  A  recovery  to 
the  $2.50  level  in  1977  should  be  in 
the  works,  however.  With  $12  a  share 
in  working  capital,  the  downside  ap- 
pears limited. 

So  much  for  the  candidates.  They 
are  hard  to  find,  but  worth  looking 
for.  The  key  is  still  patience.  Turning 
around  doesn't  happen  quickly,  and 
it's  hard  to  recognize  under  any  cir- 
cumstances. But  serious  money  can  be 
made  if  things  go  your  way,  and  that, 
after  all,  is  what  it's  all  about.  ■ 
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With  no  sales  charge  and  low  expenses, 
Fidelity  Municipal  Bond  Fund  seeks  to  deliver 
higher  tax-free  income  to  you  Read  on. 
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BONO  FUNtt  INC. 


F 


Every  managed  mu- 
nicipal bond  fund  worth 
its  prospectus  strives  for 
the  highest  possible  in- 
come consistent  with 
the  preservation  of 
capital. 

Each  fund  has  its  own 
approach  to  achieving 
this  objective.  Our 
method  is  to  keep  man- 
agement costs  low. 

Low  expenses. 

If  Our  expenses  were 
higher  your  net  income 
would  naturally  be  less. 

Conversely,  a  fund  with  higher  costs 
would  probably  have  to  assume 
greater  risk  to  offer  the  same  return. 

You  can  appreciate  the  bind  others 
face.  You  can  also  see  our  appeal. 


Our  portfolio: 
compare  it  with  others. 


Tax-free 
income  from  a 
continuously 
managed 
portfolio  of 
municipal 
bonds 
without  any 
sales  charge. 


No  sales  charges. 

Fidelity  Municipal 
Bond  Fund  has  no  sales 
charge  or  redemption 
fee.  This  offers  addi- 
tional savings  when 
compared  to  municipal 
bond  investments  with 
a  sales  charge. 

All  your  investment 
dollars  go  to  work  for  you 
from  the  outset  to  obtain 
as  high  a  level  of  tax-free 
income  as  possible. 

Our  advantages 
reviewed. 


Fidelity  Municipal  Bond  Fund 
offers  all  of  these  benefits. 


L  No  sales  charge  or 
redemption  fee. 

2.  Daily  liquidity 

3.  Continuous  management. 

4.  Low  management  fees. 

5.  Daily  tax-free  income. 

6.  Tax-free  compounding 
of  income. 

7.  Diversification. 

8.  Dairy  price  quotations. 

9.  Complete  record-keeping 
assistance. 

10.  No  coupons  to  clip 

11.  Telephone  withdrawal  and 
exchange  privileges. 

12.  An  established  portfolio. 


An  established  portfolio. 

Your  request  for  information 
will  bring  a  free  prospectus  and  a 
copy  of  our  established  portfolio. 
In  this  way,  you  will  know 
what  type  of  investments  we're 
making. 

We  invite  you  to  compare  our 
portfolio  with  others. 

Our  initial  investment  require- 
ment is  $2,500,  yet  you'll  receive 
the  advantage  of  a  diversified 
portfolio  of  over  $200  million. 

Write  or  call  toll-free  today. 
You'll  find  us  most  appealing. 

ijfcCara-Ree 

(800)225-6190 

f  |    In  Mass. Call  Collect  (617)726-0650 
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FIDELITY 
MUNICIPAL 
BONO  FUND,  INC. 


P.O.  Box  832.  Dept.  FF70201 
82  Devonshire  St.,  Boston.  Mass.  02103 

For  more  information,  includingall 
■  charges  and  expenses,  please  write  or 
I  cal  I  for  a  prospectus.  Read  it  careful  ly 
before  you  invest  or  send  money. 


City  State  Zip 

L FIDELITY  GROUP 
Over  $3  billion  of  assets  under  management,  I 


"What  YOU  Should 
KNOW  About 
Stock  Market  CHARTS 


♦ 


For  many  years  now,  thousands  of  investors  and 
market  professionals  in  hundreds  of  NYSE  and 
Amex  member  firm  offices  have  regularly  sub- 
scribed to  the  unique  stock  market  chart  serv- 
ices published  by  the  TRENDLINE  division  of 
Standard  &  Poor's  Corporation. 

Do  THEY  Know  Something 
You  DON'T  And  SHOULD? 

Judge  for  yourself  —  our  24-page  booklet,  "What 
You  Should  Know  About  Stock  Market  Charts" 
honestly  outlines  the  major  advantages  and 
drawbacks  of  stock  chart  analysis,  and  fully  de- 
scribes our  widely-known  publications.  We'd  like 
to  send  it  to  you,  along  with  a  set  of  INTRODUC- 
TORY DISCOUNT  COUPONS  worth  up  to  $102.00 
against  purchase  of  TRENDLINE  services  and 
publications.  To  get  the  whole  package  by  re- 
turn mail,  simply  send  this  ad  plus  your  name 
and  address  and  $1  for  postage  and  handling  to: 
Dept.  FB-6 

TRENDLINE 

345  Hudson  Street,  New  York,  N.  Y.  10014 


♦ 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E.  Ins. 
and  stockbrokers.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  venture  Capital  Assistance. 
Must  be  sincere  with  well-rounded  busi- 
ness background.  Instant  Hi  income  for 
right  person. 

$U.S.  14,400  Cash  Will  Handle 

For  details  write  (iving  phone  no.  to:  Dept.  21,  Computer  Capital  Corp., 
6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  90028 

OR  Call  Mr.  Vander:  (213)  463-4841 


WHAT  IS  YOUR 
JEWELRY  Really  WORTH? 


Probably  more  than  you  think. 


Since  , 
1 899  we 
have  returned 
the  highest 
prices  for 


OiCtK<z*t-^tic6*u<itt  lie. 

7  East  48  Street/New  York,  N.Y.  10017/212-755-0601 
(West  Coast)  Kazaniian  Bros.,  332  N.  Rodeo  Dr. 
Beverly  Hills,,  Calif .  /21  3-272-061  6 
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n  my  Dec.  1  column  I  outlined  the 
fundamental  and  technical  reasons 
that  made  a  long  March  wheat/ short 
March  corn  spread  look  attractive.  A 
number  of  readers  were  intrigued 
with  the  idea  that  one  could  build  a 
strong  case  for  a  trade  in  which  one 
did  not  have  to  risk  the  family  jewels 
to  earn  a  modest  return.  I  would  like 
to  outline  another  such  trade  with 
similar  characteristics  in  this  column. 

Down,  Up,  Down 

Copper  is  one  of  those  commodities 
that  is  subject  to  boom-bust  cycles.  In 
late  1972,  for  example,  copper  was 
trading  in  a  very  narrow  range  at 
around  50  cents  per  pound.  In  1973, 
as  business  conditions  started  to  im- 
prove throughout  the  world,  a  strong 
inflationary  demand  was  exerted  on 
all  commodities.  As  a  result,  distribu- 
tors and  fabricators  purchased  far 
more  copper  than  they  actually  need- 
ed. By  the  spring  of  1974,  futures 
prices  reached  a  level  of  $1.50  per 
pound  as  warehouse  stocks  world- 
wide dropped  sharply. 

Inevitably  the  balloon  burst  as  busi- 
ness activity  started  to  contract  in 
1974.  Consumers  liquidated  their  in- 
ventories, which  added  pressure  to 
prices  already  suffering  from  weak  de- 
mand. Copper  prices  retreated  to 
where  they  were  in  1972.  As  business 
started  to  pick  up  in  mid- 1975,  cop- 
per consumers  once  again  started  to 
build  inventories,  sending  the  De- 
cember 1976  contract  over  80  cents 
a  pound  last  summer.  The  pause,  or 
the  failure  of  a  post-Labor  Day  pick- 
up, in  overall  business  activity  once 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


Commoditi 


Trading  In  A 
Copper  Boom 

By  Stanley  W.  Angrist 


again  sent  prices   below   60  ce 
Where  do  we  go  from  here?  V 
it  depends  on  what  numbers  you  v 
to  look   at.   For  example,  indu 
sources  estimate  that  it  takes  sc 
where  between  $5,000  and  $6,000 
ton  of  annual  capacity  to  bring  a 
property  into  production.  To  ju: 
that  kind  of  an  investment  and 
ceive  a  return  of  10%  on  capital, 
for  copper  prices  of  something 
90  cents  a  pound.  In  the  long 
as  older  properties  are  exhauster, 
deteriorate,  this  cost  of  produc 
must  put  a  floor  under  copper  pn 
Unless  prices  rise  above  that  floor 
vestments  in  new  plants  will  nol 
made   and    demand   will  gradi 
overtake  the  supply  of  copper. 

What  about  current  supplies? 
timated  world  holdings  of  refined 


". . .  Here's  how  a  trader 
can  play  a  rise  in  copper 
and  sleep  at  night  " 


per  rose  from  a  bare  bones  590. 
tons  at  the  end  of  1973  to  an 
mated  1.2  million  tons  this  year, 
buildup  of  these  stocks  has  certa 
not  helped  prices.  A  significant 
tion  of  the  copper  surplus  is  belie 
to  be  held  by  speculators— who 
gue  that  copper  is  an  excellent 
in  the  50-  to  60-cent  range  bee; 
this  price,  when  adjusted  for  H 
tion,    approaches  post-World 
■  II  lows. 

Copper  bulls  state  that  there  ar 
least  three  factors  that  could  to 
off  the  next  up-leg  of  the  cycle, 
first  is  the  Government,  which 
announced  a  program  of  accumi 
ing  a  1.3-million-ton  stockpile  of  ( 
per,  a  critical  material  in  the  e\ 
of  war. 

The  second  factor  is  the  possib 
of  a  mid- 1977  strike  by  copper  w) 
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when  their  contract  expires  on 
>ie  30.  Historically,  the  copper  in- 
itry  does  not  have  a  very  good  rec- 
il  in  reaching  new  labor  contract 
i -cements  without  a  strike. 
The  third  factor,  and  surely  the 
jst  difficult  to  evaluate,  is  the  state 
the  economic  recovery,  both  here 
1  abroad.  If  the  recovery  regains 

strength  it  showed  in  early  1976, 
n  copper  prices  will  again  easily 
eed  last  summer's  levels. 

ks,  Rewards 

Copper  is  a  difficult  commodity  to 
me  because  of  its  violent  price 
jipsaws.  How  can  a  trader  play  a 
ential  rise  in  copper  and  still  sleep 
light? 

The  simplest  way  to  do  it  would  be 
hake  a  limited  risk  spread.  The  risk 
iitation  comes  from  the  way  the 
bad  is  put  on.  A  trader  buys  the 
|r  month  and  simultaneously  sells 
j  distant  month  contract.  The  dis- 
It  month  is  unlikely  to  rise  to  a 
jmium  that  exceeds  what  is  known 
■the  carrying  charges— the  cost  of 
iiing  the  commodity  for  the  time 
fvveen  the  two  contract  months, 
\.ch  includes  the  interest  on  the  val- 
of  the  contract,  insurance  and 
rage  charges. 

k  limited  risk  copper  trade  that  has 
in  extensively  studied  by  traders  is 

one  where  a  spreader  buys  the 
\y  and  sells  the  December  con- 
:t.  Assuming  the  spread  was  put 
;near  its  midwinter  low  and  taken 

near  its  early-spring  high,  it  has 
in  profitable  every  year  since  1965 
I  one.  Gains  as  large  as  $3,200  per 
bad  ( 1974,  of  course)  have  been 
llized. 

Tie  December  copper  contract  has 
|n  selling  at  a  premium  of  about 
ji  cents  per  pound  to  the  May  price, 
i  carrying  charges  for  this  trade 
V  estimated  to  be  3.8  cents  per 
jnd.  Therefore,  if  the  spread  went 
9  wrong  way  and  moved  to  full  car- 

g  charges,  the  most  a  trader  could 
i  per  spread  would  be  one  cent  per 
jnd,  or  $250,  on  a  25,000-pound 
tract.  Margin  and  commission  per 
bad  are  $200  and  $52,  respectively, 
jliven  the  fact  that  this  year  a 
i:ader  would  be  at  least  partly 
itected  by  carrying  charges  and 
:r  possibility  of  a  strong  demand 
i  copper  developing  for  the  rea- 
j>  cited  above,  the  risk/ reward  ra- 
ifor  this  trade  seems  to  me  to  be 
spelling.  ■ 


A  Special  Invitation  from  VALUE  LINE 

TO  INVESTORS  WHO  USE 
DISCOUNT  BROKERS 

. . .  and  make  their  own  investment  decisions 


A  growing  minority  of  investors  are  turning 
to  discount  brokers  to  cut  commission 
costs.  Generally,  this  is  appropriate  only  for 
those  who  make  their  own  decisions,  since 
most  discount  brokers  do  not  provide  in- 
vestment research. 

So,  if  you're  doing  business  with  a  dis- 
count broker,  you  need  the  best  indepen- 
dent research  you  can  get.  (Your  commis- 
sion savings  on  just  a  few  trades  may  pay 
for  a  full  year  of  such  assistance.)  Here's 
how  Value  Line  can  help: 


As  an  Introductory  Bonus,  we'd  like  to 

send  you  Value  Line's  latest  full-page  Re- 
ports on  each  of  1600  stocks  under  con- 
tinual review.  These  come  to  you  ready  for 
instant  use,  fully  indexed  and  loose-leaf 
bound  in  the  Investors  Reference  Service 
(sold  separately  for  $45) . . .  and  will  be 
systematically  updated  by  new  Reports  in 
the  weeks  ahead.  Filing  takes  only  one 
minute  a  week. 

These  comprehensive  Reports  cover 
almost  every  stock  that's  likely  to  be  of 
interest  to  you.  The  1600  stocks  covered  by 
Value  Line  account  for  approximately  96% 
of  all  dollar  trading  volume  in  the  U.S. 
equity  markets.  With  Value  Line,  you're 
really  "well  armed." 

A  typical  Value  Line  full-page  Report 
on  a  stock  includes  22  series  of  vital  finan- 
cial and  operating  statistics— going  back  15 
years  and  estimated  3  to  5  years  into  the 


future— plus  ratings  and  estimates  of  rel- 
ative Price  Performance  in  the  next  12 
months,  long-term  percentage  Apprec  a- 
tion  Potential,  Safety,  and  current  Yield  and 
P/E  compared  to  past  norms.  About  125 
Reports  are  issued  every  week  — 1600 
every  13  weeks,  in  regular  sequence. 

Stocks  to  Avoid  Now 

Because  Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1600  stocks,  you 
can  quickly  and  easily  identify  which  stocks 
we  currently  rate  relatively  best  and  worst 
for  your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks  currently 
rated  below  average  for  Performance  in 
the  year  ahead. 

In  addition  to  the  full-page  Reports, 
Value  Line's  key  investment  ratings  and 
measurements  for  all  1600  stocks  are  up- 
dated EVERY  WEEK  in  our  24-page  weekly 
Summary  of  Advices.  With  Value  Line,  you 
are  never  left  "hanging." 

Special  Invitation 

If  you're  an  independent  investor— if  you 
call  your  own  shots— you  should  settle  for 
nothing  less  than  the  best.  So  we  invite  you 
to  let  us  send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the  next  12 
months.  Plus  two  immediate  bonuses— 
the  two-volume  Investors  Reference  Ser- 
vice (described  above)  and  our  penetrating 
new  64-page  guide  book,  "Investing  in  Com- 
mon Stocks." 

Money  Back  Guarantee:  You  take  no  risk  in 
accepting  this  offer.  If  you're  not  satisfied 
with  Value  Line  for  any  reason  at  all,  just 
return  the  material  you  have  received  with- 
in 30  days  for  a  full  refund  of  your  subscrip- 
tion fee. 

Or  if  you  prefer— and  if  no  member  of 
your  household  has  subscribed  to  Value 
Line  in  the  past  two  years— you  may  take 
an  introductory  10-week  trial  for  only  $29. 
You  get  the  same  bonuses  and  the  same 
money-back  guarantee. 

Please  give  us  your  instructions  on  the 
coupon  below  and  mail  it  today. 


 $100,000  in  cash  prizes  will  be  awarded.  

Whether  you  take  advantage  of  this  introductory  offer  or  not,  you  are  invited  to  enter  Value 
Line's  "Invest  in  America"  Stock  Market  Contest.  You  assume  no  risk  or  obligation.  Just 
send  a  postcard  with  your  name  and  address  (only  one  entrant  per  household)  to  Contest 
Editor,  P.O.  Box  5131,  N.Y.,  N.Y.  10017.  Please  allow  6  to  8  weeks  for  acknowledgment. 

The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.»5  EAST  44TH  STREET'NEW  YORK,  N.Y.  10017 

□  Please  enter  my  annual  subscription  lo  The  Value 

Line  Survey  and  send  me  as  a  bonus  The  Investors   

Reference  Service  and  the  booklet,  "Investing  in  Com-  SIGNATURE 
mon  Stocks"  tor  $285.  (There  are  no  restrictions  with 
this  offer.) 

□  Payment  enclosed  □  Bill  me  for  $?85 

□  I  prefer  a  special  10-week  trial  to  The  Va!ue  Line 
Survey  (limited  once  to  any  household  every  two 
years)  and  send  me  the  Investors  Reference  Service 
and  the  booklet  "Investing  in  Common  Stocks"  as 
bonuses.  My  check  or  money  order  for  $29  is  en- 
closed (Trial  subscriptions  must  be  accompanied  by 
payment.) 


NAME  {please  pnnt) 


STATE  ZIP 

Not  assignable  without  subscriber's  consent.  Foreign  rates 
on  request.  Subscription  tees  are  fully  tax-deduclible.  (NY 
residents  add  applicable  sales  tax.) 
GUARANTEE:  If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  tor  a  full  refund  of  the  fee  I 
have  paid.  416R01 


^  nave  pa 
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\bur  Business 
can  be  one 

too. 

Red  Cross  needs  individual 
volunteers,  and  donors  of 
blood  and  money,  by  the 
millions. 

But  we  need  even  more 
help.  We  need  the  solid  sup- 
port of  American  Business. 
And  we  never  needed  it  more. 

If  your  business  is  already 
helping,  by  organizing  blood 
drives,  and  by  supporting 
payroll  deductions— either 
directly  for  the  Red  Cross,  or 
through  the  local  combined 
fund  drive— the  whole  com- 
munity owes  you  thanks.  And 
we  thank  you,  too. 

Last  year,  with  help  from 
our  friends,  we  offered  major 
aid  at  over  30,000  disasters— 
from  typhoons,  to  local  (but 
just  as  devastating)  house 
fires. 

We  were  able  to  help  the 
elderly  with  practical  pro- 
grams, we  helped  veterans  by 
the  hundreds  of  thousands, 
we  taught  people  by  the  mil- 
lions to  swim  or  swim  better. 
And  that's  just  the  tip  of  the 
iceberg. 

Think  of  America  without 
The  American  Red  Cross. 

And  you'll  know  why  we 
need  your  business  as  a  Red 
Cross  Volunteer.  In  your 
community.  And  all  across 
America. Contact  your  local 
Red  Cross  Chapter  to  see  how 
your  company  can  become  a 
volunteer. 

Red  Cross. 
The  Good  Neighbor. 


Money  And  Investments 


Stock  Trenc 


Why  IBM 
Looks  Good 

By  Richard  B.  Hoey 


I  he  consensus  today  on  The  Street 
is  that  the  most  attractive  stocks  are 
those  with  high  dividend  yields— it's  a 
yield-conscious  market.  Unfortunate- 
ly, the  available  selection  has  nar- 
rowed sharply  over  the  last  two  years 
as  these  stocks  have  been  bid  up.  So, 
where  do  you  look  for  value? 

I  believe  that  the  focus  on  high 
current  yield  will  give  way  in  1977 
to  a  search  for  companies  which  offer 
the  prospect  of  high  future  dividends. 
Thus  expectations  for  dividend 
growth  will  become  crucial. 

A  good  place  to  look  is  in  annual  re- 
ports under  the  heading  Source  and 
Disposition  of  Funds.  There  you  will 
find  an  answer  to  this  question:  Is  the 
company  financing  its  capital  needs 
out  of  cash  flow  or  is  it  being  forced 
to  borrow?  If  the  latter  is  true,  the 
company  is  not  a  good  prospect  for 
raising  dividends;  it  needs  every  pen- 
ny to  keep  from  drowning  in  debt. 

But  if  cash  inflow  exceeds  cash 
outflow,  then  the  company  can  be 
more  generous  with  stockholders. 


"...Within  a  decade  IBM 
[could  be  paying]  a  div- 
idend of  $36  per  share  ' 


Looked  at  from  this  vantage  point, 
International  Business  Machines  Corp. 
(selling  at  269;  1976  earnings  per 
share  $15.94,  estimated  1977  $18)  is 
a  mighty  attractive  stock.  The  com- 
pany should  be  able  to  double  its  div- 
idend (now  $9)  in  five  years  and 
quadruple  its  dividend  in  ten  to  11 
years.  This  forecast  is  based  in  part 
upon  an  expected  annual  earnings 
growth  of  about  15%.  In  addition, 
IBM  should  generate  surplus  cash 
even  faster  than  its  earnings  imply. 


Mr.  Hoey  is  a  vice  president  and  invest- 
ment strategist  at  Bache  Haheij  Stuart. 


IBM's  manufacturing  costs  for  co 
puters  run  at  only  about  one-fifth 
its  sales  dollar,  so  the  need  for  fur 
to  maintain  and  build  plant 
equipment  is  minimal. 

In  the  past  much  of  IBM's  ca 
flow  was  invested  in  computers  tl 
it  leased  to  its  customers.  With  1 
recent  shift  toward  outright  sale  of 
computers,  large  amounts  of  surp] 
cash  are  being  generated. 

IBM  abruptly  increases  its  div  ide 
every  three  or  four  quarters.  Most 
cently,  it  jumped  from  $7  to  $9 
more    steady,    regular  dividend 
crease  of  3.5%  every  quarter  woi 
show  more  clearly  the  predictabil 
of  IBM's  dividend  growth. 

Within  a  decade,  the  divide 
yield  on  IBM,  based  on  today's  pri 
and  a  prospective  dividend  of  $36  t 
share,  could  easily  rise  to  about  12 
Every  long-term  investor  should  o\ 
IBM,  unless  he  requires  the  high 
current  income  immediately. 

If  IBM  is  too  tame  for  you  and  y 
are  willing  to  take  somewhat  rru 
risk,  Addressograph-Multigraph  (1 
looks  like  a  good  bet  for  capital  gaii 
It  earned  80  cents  a  share  in  fis 
1976,  will  earn  about  $1.10  befc 
write-offs  in  the  fiscal  year  endi 
this  July.  The  company  is  in  the  eai 
stages  of  a  fundamental  turnarour 

Its  financial  situation  is  alrea 
greatly  improved.  Since  the  end  of 
cal  1974,  cash  and  equivalent  \ 
risen  from  $6  million  to  $60  million 
$8  per  share;  short-term  debt  is  dm 
from  $70  million  to  $18  million. 

Roy  L.  Ash,  former  president 
Litton  Industries  and  onetime  direct 
of  the  federal  Office  of  Managenu 
&  Budget,  recently  took  over  as  cha 
man  and  chief  executive  officer  of  A 
dressograph.  To  be  sure,  Ash 
probably  take  some  write-offs, 
with  a  book  value  of  $27  a  shar< 
twice  the  market  value— Address 
graph  can  absorb  them. 

The  turnaround  here  won't  happ 
overnight  but  the  odds  are  good  tY 
it  can  be  achieved  within  a  few  ye? 
and  that  it  will  be  very  rewarding  I 
patient  investors.  ■ 
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Advice  about 
getting  ahead  in  management 
-from  Business  Week 

If  you're  an  up-and-coming  executive  who  wants  to  make  $25,000  to 
$50,000  a  year,  here  are  3  ways  Business  Week  can  help  you  succeed. 


I  Business  Week  Helps  Broaden  Your 
L«  Vision.  Many  executives  are  knowl- 
dgeable  in  their  specialized  field,  but  lim- 
,  ed  in  their  understanding  of  other  phases 
if  business.  Yet  the  higher  you  rise  in  man- 
gement,  the  more  you  need  to  understand 
p  phases  of  business,  and  how  they  work 
Dgether. 

Business  Week  helps  because  it's  the 
lost  informative  business  magazine  in  ex- 
istence. Published  by  McGraw-Hill,  world's 
jargesl  business  publisher,  it  covers  all 
thases  of  business  including:  marketing,  the 
iconomy,  labor,  management,  finance,  tech- 
jology,  government,  Wall  Street,  social  is- 
jues,  manufacturing,  the  law  and  12  other 
freas  important  to  management. 

Business  Week  describes  in  clear,  non- 
technical terms  the  ideas,  events,  trends  and 
jersonalities  shaping  the  news.  And  it  tells 
|ou  why  they're  making  news — so  you  gain 
lore  than  knowledge  of  facts  —  you  gain 
1  nderstanding. 

y  Business  Week  Gives  the  Latest  Data 
for  Your  Recommendations  and  De- 
isions.  Whether  you're  looking  for  the 
atest  interest  rates,  consumer  trends,  short- 
ges,  market  trends,  production  statistics, 
urice  indices,  retail  volume,  and  so  forth  — 
I  ou'll  find  the  figures  while  they're  still  fresh 
-in  Business  Week.  It's  the  only  major 
,  ews  magazine  that  gives  you  all  this  critical 
ata  weekly.  It  gives  you  more  business 
lews  than  Time,  Newsweek,  and  Forbes 
lombined. 


3 Business  Week  Keeps  You  Informed 
•  on  Personal  Business  Matters.  In  its 

unique  Personal  Business  column,  Business 
Week  shows  you  how  to  round  out  and 
polish  your  skills  as  an  effective  executive; 
how  to  get  more  enjoyment  out  of  your 
work  and  the  money  you  make  from  it.  For 
example,  you'll  read  items  like: 

•  Styles  of  executive  leadership  —  which  is 
right  for  you? 

•  How  to  reduce  your  chances  of  a  tax 
audit. 

•  How  much  sleep  do  you  really  need? 

•  The  facts  on  executive  sex  lives. 

•  Executive  compensation:  where  do  you 
stand? 

•  How  to  project  a  proper  image  in  meet- 
ings. 

•  How  to  motivate  those  who  work  for  you. 

•  How  to  plan  a  business  trip  to  Europe. 

•  How  to  cope  with  insomnia. 

•  Do  you  communicate  confidence? 

•  How  to  keep  more  of  what  you  earn. 

•  How  top  executives  keep  fit. 

Is  having  your  own  subscription  worth 
$21.50?... Ask  the  man  you  work  for. 

Moving  up  in  the  executive  world  from 
a  yearly  salary  in  the  teens  to  one  in  the 
20's,  30's  or  even  50's  isn't  just  a  matter  of 
"getting  the  breaks."  An  important  assist, 
as  top  executives  know,  is  having  your  own 


personal  source  of  the  business  news  and 
information  you  need  —  in  compact,  easy- 
to-read  form,  fresh  each  week  while  it's 
still  news. 

That's  why  Business  Week  is  read  by 
more  successful  men  in  business— chair- 
men, presidents,  and  top  executives— than 
any  other  business  magazine.  They  subscribe 
for  $21.50  a  year— perhaps  you  should  too. 

Free  if  you  subscribe  now: 
Business  Week's  Executive  Portfolio 

If  you  subscribe  now,  we'll  deliver 
Business  Week  to  your  home  or  office  every 
week  for  a  full  year.  You'll  also  receive,  as  a 
special  gift,  our  Executive  Portfolio  of 
"Special  Reports  on  Major  Business  Prob- 
lems." The  Executive  Portfolio  was  pre- 
pared after  consultation  with  dozens  of 
presidents,  chairmen,  economists,  market 
analysts,  consultants,  vice  presidents,  man- 
agers and  directors  from  leading  business 
schools  and  companies. 

The  13  reports  in  this  Portfolio  have  all 
appeared  exclusively  in  Business  Week. 
Three  of  the  reports  have  won  business  jour- 
nalism's highest  awards  for  excellence. 

The  Executive  Portfolio  is  160  pages 
and  contains  numerous  charts  and  pictures.  It 
is  handsomely  bound,  and  your  name  will  be 
embossed  in  gold  leaf  on  the  cover. 

For  your  free  Executive  Portfolio,  and 
your  one-year  subscription,  simply  return  the 
card  or  coupon.  No  need  to  send  money;  we 
can  bill  you  later. 


More 
successful 
executives . . . 

. . .  more  chairmen, 
presidents  and  top 
management  person- 
nel read  Business 
Week  than  any  other 
business  magazine. 
One  reason  is  because 
Business  Week  gives 
you  more  business 
news  than  any  other 
magaz.'ne — rno-c  than 
Time,  Newsweek  and 
Forbes  combined. 
Subscribe  now  and 
you'll  also  receive  a 
free  Executive  Port- 
folio of  "Spec.al  Re- 
ports on  Major  Busi- 
ness Problems." 


Nancy  L.  Merritt 


BusinessWeek 

McGraw-Hill  World  Hdqtrs./Rockefeller  Center/New  York,  N.Y.  10020 

Please  send  me  my  personalized  copy  of  the  new  Executive  Portfolio  of  "Special 
Reports  on  Major  Business  Problems'  as  a  bonus  gifl  With  my  one-year  subscription  to 
Business  Week  for  the  regular  rate  of  $21.50  (less  than  43e  ah  issue' — and  a  savings  of 
$42.25  over  the  newsstand  price). 

□  I  prefer  a  3-year  subscription  at  the  regular  rate  of  $46.50  (a  savings  of  $144.75  over 
the  newsstand  price). 

□  Payment  Enclosed  □  Bill  Me  □  Bill  My  Company 

Please  print  name  as  it  should  appear  embossed  in  gold  on  the  cover  of  your 
Executive  Portfolio. 


Name- 


.Title- 


Company- 


-Number  of  Employees- 


Product  or  Service  

Send  to    □  Home    □  Office 


□  Manufacturing    □  Distributor 

664  30-4 


Address- 


City- 


-State- 


-ZiD- 


"J 


MEN  S  SHOES  IN 
HARD  TO  FIND  SIZES 


SIZES 
5  to  15 

WIDTHS 
AAA  to  EEE 


SEND  FOR  OUR  FREE  CATALOG 


Featuring  many  styles  in  hard-to-find  sizes 
in  superb  quality  Loake  Brothers  English- 
made  shoes. 

10  DAY  WEAR  TRIAL 

You  take  no  risk.  You  may  wear  our  Loake 
English  shoes  for  10  days  before  deciding 
to  keep  them.  Standard  features  on  all 
Loake  shoes  include:  genuine  calfskin 
uppers,  full  leather  linings,,  leather  in- 
sides,  guaranteed  lifetime  heels,  unbreak 
able  shoe  laces,  and  leather  soles  Priced 
at  $35.00  to  $45.00. 

Most  Wright  Arch  Preserver  styles  illus- 
trated in  full  color.  Available  in  all  sizes, 
priced  from  $59.99. 


'•\7J-i*k'i:ilH 

LEATHER  AND  SHOE  COMPANY 


3438  Lawson  Hill  Way,  Waltham,  MA  02154 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  V2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00.  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES.  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Box  29119,  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243  4253 

Cull  loll  free  800  527-2654  e«ept  from  Texas 


Perform  a 
death~defying 
act. 

Exercise  regularly 


Give  Heart  Fund  HP) 

American  Heart  Association^ 


-FINANCING- 

•  For  business  expansion.  Industrial,  commercial — 
including  land  acquisition,  building  construction  and 
equipment  •  Pollution  control  correction  •  Hospitals, 
hotels  •  Machine  shop  expansion  •  Agricultural 
processing  facilities. 

Principals  on/y-wrlte  details 

Mr.  Bernard  (714-595-7673) 
Commercial  Financing  Consultants 

2102  North  Arrowhead,  Ste.  A 
San  Bernardino,  Calif.  92405 


Money  And  Investments 


Survival  Game 

Benjamin  C.  Kokschot  nearly  lost 
his  breakfast  one  morning  when  a 
Kansas  City  TV  newscaster  reported 
rumors  that  Waddell  &  Reed  was  in 
serious  financial  trouble  and  would  be 
sold  by  its  parent,  Boston-based  Con- 
tinental Investment  Corp.  By  night- 
fall Ben  Korschot,  who  heads  W&R 
and  the  ten  United  Funds  (assets: 
$1.8  billion)  it  advises,  had  been  on 
every  TV  and  radio  station  in  town 
trying  to  knock  down  the  story. 

That  scare  was  but  one  of  many 
Korschot  has  been  fighting.  "It's  un- 
believable how  many  times  I've  had 
to  say  it's  the  parent,  the  parent  com- 
pany, Continental  Investment,  which 
is  bankrupt,"  says  Korschot,  raising 
one  fist  above  his  six-foot,  four-inch, 
200-pound  frame  for  emphasis.  "We're 
insulated  from  all  that." 

Korschot,  55,  former  investment 
manager  of  St.  Louis  Union  Trust,  is 
right.  His  funds  have  their  own  boards 
of  directors  which,  under  the  Invest- 
ment Company  Act,  are  mandated  to 
watch  over  them  for  United's  400,000 
shareholders.  But  the  United  Funds 
are  tied  intimately  into  a  financial  col- 
lapse overshadowed  in  modern  times 
only  by  the  bankruptcies  of  the  Penn 
Central  and  W.T.  Grant. 

Continental  Investment  was  part  of 
the  $3-billion  financial  empire  of  the 
reclusive  Wallace  brothers,  Monte  and 
Neil,  that  suddenly  went  belly  up  last 
spring.  CIC  filed  for  court  protection 
under  Chapter  11  of  the  Bankruptcy 
Act.  Continental  Mortgage  Investors, 
the  nation's  largest  independent  real 
estate  investment  trust  (1973  assets: 
$828  million),  faces  liquidation.  Gone 
or  sold  are  former  parts  of  CIC— the 
adviser  for  another  large  REIT,  Di- 
versified Mortgage  Investors  (assets: 
$331  million);  IMG,  a  large  mort- 
gage insurer;  and  investment  adviser 
[ohn  Chase  Inc. 

All  that's  left  of  CIC  is  Waddell  & 
Reed,  which  runs  an  insurance  com- 
pany as  well  as  the  mutual  funds,  and 
a  gas-  and  oil-exploration  fund.  As 
such,  W&R  is  the  only  hope  for  a  re- 
organization plan  recently  approved 
by  a  bankruptcy  court  judge.  Income 
from  W&R  is  to  pay  the  interest  on 
new  notes  and  preferred  stock  CIC 
will  issue  to  creditors.  The  obligation 
will  be  secured  in  part  by  stock  from 
W&R's  insurance  company,  United  In- 
vestors Life.  If  W&R's  advisory  con- 
tract with  the  funds  should,  be  ter- 
minated for  any  reason,  then  CIC's 


The  Func 


Korschot:  Holding  the  fort  at  W&R 


Chapter  11  effort  would  fail. 

Since  Waddell  &  Reed  created  t 
United  Funds  in  1943  and  has  eonti 
uously  advised  them  since  then,  i 
break  would  seem  likely— if  the  fun 
directors  were  left  to  themselves.  B 
they  may  not  have  that  luxury. 

The  SEC  has  objected  to  the  red 
ganization  plan  and  is  appealing 
The  present  plan  is  "unfair,"  argu 
SEC  attorney  Jerome  Feller,  becaus 
in  effect,  the  advisory  fees  generatt 
by  the  United  Funds  would  be  us< 
to  reduce  CIC's  debt  "without  ai 
additional     contribution      on  thi 
[Monte  and  Neil  Wallace's]  parti 
The  SEC  seeks  to  place  CIC  undj 
Chapter  10  of  the  Bankruptcy  Act 
a  very  different  situation.  There, 
court-appointed  trustee  would  ma 
age  CIC  and  could  probe  the  c 
pany's  background. 

A  chief  architect  of  the  present  r 
organization  plan  is  James  Page,  a  vw 
president  of  the  First  National  Barl 
of  Boston.  Page  is  not  pleased  by  tl 
SEC's  action.  "The  advisory  eomrai 
is  so  delicate  that  it  might  not  stan| 
a  transfer  to  Chapter  10."  Page  \ 
surely  motivated  by  more  than  pric 
of  authorship.  If  the  SEC  did  fonj 
CIC  into  Chapter  10,  that  could  crj 
ate  loan  write-offs  for  the  First. 

Korschot,  meanwhile,  is  trying  i 
run  Waddell  &  Reed  as  if  nothin 
were  happening.  He's  an  admirer 
"PMA"— positive  mental  attitude— an 
of  its  most  celebrated  advocate,  Clj 
ment  Stone,  the  Chicago  insuranc 
magnate.    Korschot    especially  lik^ 
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ite  And  Neil  Wallace:  Very  private. 

e's  monthly-payment-plan  sales 
oach    for    insurance  coverage. 

really  believe  the  slogan  'buy 
\  and  invest  the  rest,'  "  Korschot 
|  To  W&R's  sales  force  of  1,800, 

sell  both  insurance  and  mutual 
3S,  he  has  added  1,000  salesmen, 
t  of  whom  are  qualified  only  for 
ranee  sales.  They've  made  United 
istors  one  of  the  fastest-growing 
insurance  companies  in  the  coun- 
with  $3  billion  of  insurance  in 
|e,  up  67%  in  just  two  years. 
|s  for  the  United  Funds  them- 
es, the  mood  is  now  cautious, 
pie  are  basically  looking  for  pres- 
tion  of  their  dollars  these  days," 
Korschot.  The  largest  fund,  Unit- 
ncome  ($699  million),  was  up 
last  year,  compared  with  about 
i  for  the  Dow  Jones  industrials, 
nty-five  percent  of  the  portfolio  is 
Is,  and  the  equity  portion  is 
isd  with  blue  chips  and  the  well- 
!/n  growth  stocks.  The  United 
jp  has  been  consistently  timid 
.t  new  products,  creating  a  mon- 
larket  fund  after  the  field  was 
crowded  and  starting  a  municipal 
1  fund  this  year. 

le  Wallace  brothers,  up  in  Boston, 
hardly  be  pleased  with  their  mu- 
I  fund  operation.  The  United 
p  has  been  profitable  for  Wad- 
fit  Reed  only  once  (1976)  in  the 
I  three  years.  They  are  counting 
lily  on  the  insurance  company's 
;)rmance.  Some  80%  of  W&R's 
ings  of  over  $5  million  last  year 
b  from  United  Investors  Life. 


The 
Edson  Gould 
Fund,  Inc. 

A  NO-LOAD  FUND 


If  you  are  self-employed, 
for  Keogh  Plan  information, 
see  coupon  below. 


THE  EDSON  GOULD  FUND,  INC  is  a  new,  open  end  diversified  no-load  investment  company 
The  Fund's  primary  investment  objective  is  growth  of  capital  consistent  with  the  preservation  of 
investor's  capital.  In  an  effort  to  achieve  its  investment  objective,  the  Fund  will  borrow  money 
from  time  to  time.  Current  income,  while  not  the  primary  objective  of  the  Fund,  will  also  be 
considered  in  selecting  securities  for  the  Fund's  portfolio. 


No  Sales  Charge. 

You  benefit  from  full  investment  of  all  your 
money  No  charge  for  reinvestment  of 
dividends-no  charge  for  redemption. 

Low  Initial  Investment. 

You  may  start  with  $500,  make  additional 
investments  as  little  as  $50  at  a  time. 

Continuous  Management. 

The  Fund  managers  work  full  time  to  im- 
prove portfolio  values 


Liquidity. 

The  Fund  stands  ready  daily  to  redeem  shares 
at  net  asset  value. 

Diversification. 
Through  a  broadly  diversified  portfolio,  the 
Fund  reduces  the  risk  which  comes  from  in- 
vesting in  just  one  or  two  stocks. 

How  to  telephone 
for  more  information. 
If  you  would  like  a  prospectus,  please  feel  free 
to  telephone  us  collect  at (212)  758-5500. 
Or,  write  to  us  at  the  address  below 


The  Edson  Gould  Fund,  Inc. 

299  PARK  AVENUE.  NEW  YORK. NEW  YORK  10017-  PLAZA  8-55OO 
For  more  complete  information,  including  all  charges  and  expenses,  please  send  for  a 
Prospectus  by  filling  in  and  returning  this  coupon  or  telephoning  the  above  number 
Read  the  Prospectus  carefully  before  you  invest.  Send  no  money  now. 

□  Please  send  Keogh  Plan  information. 

Name  _ 

Address   


F2-1 


City 


State 


Zip_ 


T.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

t.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 
selected  for  long  term 
growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

M0  SALES  CHARGE 

Self-Employed 
Retirement  Plan 
(Keogh  Act) 
Available 


|  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

-  100  East  Pratt  Street,  Dept.  A6 

I  Baltimore,  Md.  21202  Phone:  (301)  547-2136  | 

|  Njme  

■   Address   „  

I   7<P  


—  I 
I 


FINANCIAL 

rg 

1 

i 

A  NO-LOAD  MUTUAL 
FUND  FOR  INVESTORS 
SEEKING  INCOME. 

no  sales  charge 
no  redemption  fee 

Individual  Retirement  Account 
and  Self-Employed  Retirement 
Plans  available. 

Write  or  Call  1-800-525-6148,  toll-free 

2-To™l~4"-2b 

Financial  Programs,  Inc. 

P.O.  Box  2040,  Denver,  Colorado  80201 

For  more  complete  information,  including 
charges  and  expenses,  obtain  a  prospectus 
by  sending  this  coupon.  Read  it  carefully 
before  you  invest  or  send  money. 

Name  


Address . 

City  

State  


-Zip. 
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The  Fund 


But  Korschot  wouldn't  know  how 
the  Wallaces  feel  first-hand.  In  four 
years  he  has  seen  the  brothers  just 
twice,  each  time  only  "to  say  hello." 
Neil  Wallace  shunned  an  interview 
for  this  article.  Monte,  located  by  a 
Forbes  reporter  at  his  second  home 
on  Martha's  Vineyard,  hung  up. 

The  Wallaces  have  worked  this 
way  since  emerging  on  the  Boston  fi- 
nancial scene  in  the  early  1960s.  At 
one  time  CIC  used  a  Washington  pub- 
lic relations  firm,  but  its  main  jobs 
seemed  to  be  turning  down  interview 
requests  for  the  Wallaces  and  keep- 
ing their  photos  out  of  company  an- 
nual reports.  Their  personal  vitae 
reads,  "graduates  of  Harvard  Law 
School."  Period.  They  operate  through 
a  personal  holding  company,  the  W 
Corp.,  and  own  65.6%  of  CIC  com- 
mon stock. 

Privacy  has  meant  profits  and  a  de- 
gree of  safety  for  the  Wallaces.  They 
controlled  the  adviser  for  Continental 
Mortgage  through  a  series  of  partner- 
ships that  offered  tax  benefits  and 
could  be  easily  dissolved.  In  their  hey- 


day in  1973  the  various  advisory 
firms,  including  Waddell  &  Reed,  were 
tunneling  nearly  $45  million  a'year  in 
fees  and  commissions  into  the  Wal- 
lace domain. 

Handling  Waddell  &  Reed's  financ- 
ing was  not  so  simple.  In  1969  CIC 


".  .  .  In  their  heyday,  the  ad- 
visory firms  were  funneling 
$45  million  fees  a  year  into 
the  Wallace  domain  " 


borrowed  $82.5  million  from  First  of 
Boston  and  15  other  banks,  under  an 
unsecured  loan,  to  buy  Waddell.  The 
deal,  in  which  some  of  the  funds 
would  bank  at  the  First,  looked  good 
to  the  Boston  bank.  The  Wallaces 
have  offices  in  the  First's  building, 
and  the  First  has  previously  loaned  a 
W  Corp.  subsidiary  over  $14  million. 

But  the  loan  to  buy  W&R  brought 
First  of  Boston  little  but  grief.  In  1972 
the  SEC  accused  the  United  Funds 


of  banking  fund  money  as  compenJ 
sating  balances  for  CIC.  Korschot  says- 
the  mixing  practice  was  halted  in 
1974.  But  it  was  a  signal  that  CIG 
was  overleveraged.  "CIC's  basic  probj 
lem  stemmed  from  having  loaned  up 
so  heavily  to  buy  W&R,"  says  KorJ 
schot.  "It  was  the  wrong  way  to  be 
capitalized." 

The  chickens  came  home  to  roosfl 
when  the  REITs  ran  into  high  in] 
terest  rates  and  sour  loans  on  Florida 
condominiums.  Facing  a  terrible  casn 
bind,  the  empire  tumbled.  But  nowJ 
tinder  the  work-out  plan  the  SEC  is 
opposing,  CIC's  short-term  debt  will 
be  down  to  $20  million  (from  $103) 
million).  New  preferred  shares  will  go  I 
to  debenture  holders,  the  largest  on 
which  are  two  State  of  Louisiana  pern 
sion  funds.  The  SEC  says  William  Rj 
Carruth,  a  Louisiana  assistant  attor- 
ney general,  took  leave  for  nearly  a 
year  and  was  paid  $5,000  a  month  by 
CIC  to  help  work  out  the  plan. 

Waddell  &  Reed,  with  the  help  of 
the  United  Funds,  may  yet  bail  out 
the  Wallaces.  ■ 
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company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  675-7725 


FORBES:  CAPITALIST  TOOL 


PERSONAL  SERVICES 

PERSONAL  FINANCIAL  REPORTS 

BCS,  INC.,  is  a  computer  based 
data  processing  service  that  can 
provide  reports  on  your  personal 
finances,  monthly  for  only  $2.00. 
Formats  are  available  which  will 
give  you  visibility  on  your  expenses 
for  up  to  50  categories.  You  can 
evaluate  income  vs  expenditures, 
have  cumulative  year-to-date  data, 
averages,  &  percentages.  Formats 
are  avai'ab'e  to  track  budgets. 
Write  BCl,  INC.,  PO  Bo<  io:-,  Sher- 
burne, Vi  0:<18.'. 


Divorce  24  Hours 

Mutual  or  contested  actions,  low 
cost,  Haiti  or  Dominican  Republic. 
For  information  send  $3.75  for  24- 
page  booklet/postage/handling  to: 
ODA,  P.O.  Box  5,  Hyattsville,  Mary- 
land 20781,  USA.  Tel.:  (301)  559- 
2242.  V.'or'dwide  servlc.  Dr.  von 
Go!rtroan. 


YACHTS  &  BOATS 

CHARTERS  OR  SALE 

46  ft.  Bertram  Sportfisherman  avail- 
able for  island  hopping,  full  or  half- 
day  charters-fishing  or  cruising; 
docked  in  Fort  Lauderdale,  FL. 
Accommodates  6;  includes  gener- 
ous Stateroom,  convertible  Salon, 
fully  equipped  Galley.  A/C  thruout 
with  stereo  tape  deck  system.  3 
fishing  chairs  with  tackle  for  seri- 
ous fishing.  Available  for  immediate 
charter  anywhere  in  the  Atlantic. 
STEELER  II,  1924  N.E.  154  St.  N.  Mi- 
ami Bch.,  FL  33162-(305)  522-2573. 


EXECUTIVE  EDUCATION 


EXTERNAL  DEGREES  IN  BUSINI 
BACHELOR'S  •  MASTER'S  • 
DOCTOR'S 

An  alternate,  practical  appro-act] 
higher  education  for  in-servicel 
ecutives  who  cannot  meet  on-ci 
pus  classes.  Write:  External  Rel 
trar,  Western  Colorado  Univers 
1129  Colorado  Avenue,  Grand  Jl| 
tion,  Colorado  81501.  •  "A  Re<j 
nized  Candidate  for  Accreditatl 
Accrediting  Comrnics'on  on  Hig 
Ediica.-on.  r,'a:'e.:al  A-iociatiofl 
Schools  and  College;.7' 


COURSES/SEMINARS/ 
TRAINING  PROGRAMS 

NEW  STOCK  MARKET  COURSI 

"How  To  Average  $1,000  A  Wl 
(Or  More)  In  The  Stock  Mar 
(Bear  or  Bull)."  Send  today  for  f 
eye-opening  brochure! 

Mariner  Financial  Corporatiorj 
925  L  STREET.  Suite  850B 

Sacramento,  California  9581* 


AUTOMOBILES 


SAVE  $$$$  ON  NEW  1977  CAR! 

Your  Detroit  Connection  offers  r 
1977  luxury  (and  other)  vehicles 
Detroit  prices  and  freight  to  s; 
cash  buyer  hundreds.  Full  fact 
warranty.  Free  Metro  Airport  pi 
up  at  delivery.  Send  make  « 
model  desired  for  firm  quotat 
to:  BONDED  BROKERS,  25* 
Monroe  Blvd.,  Dearborn,  Michif 
48124. 
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BUSINESS  SERVICES 

Attention:  ADVERTISERS  ~1 
and  MARKETING  MANAGERS 

You  can  increase  your  ad  responses, 
inquiries  and  sates  by  using  our  national 
toll  free  direct  response  phone  number  in 
your  TV,  radio  and  print  ads,  catalogs, 
brochures,  direct  mail,  etc 

This  is  ^powerful  new  marketing  tool 
Our  clients  have  realized  response  in- 
creases ranging  from  43%  to  323%  as  a  re- 
sult of  the  insertion  of  our  number  in 
their  offers  It  also  speeds  responses,  con 
versions  and  sales. 

Our  specialized  system  is  courteous, 
personalized  and  programmable  for  any 
business  or  personal  application.  No  de- 
posits or  set-up  charges  required.  No 
extra  charge  for  credit  card  verification. 
Complete  ordering,  shipping,  mailing  ser 
vices  also  available.  Compare  our  low 
rates  and  unsurpassed  quality  of  service. 

Full  details,  toll  free  Operator  750 
800-824-5120       (Calif.  800-8527711) 


REAL  ESTATE 

RESIDENTIAL 


REAL  ESTATE 


NATIONAL  COMMUNICATIONS  CENTER 


rhe  Document  Center 

Serves  Your  Legal  Research 
and  Filing  Needs 

Je  can  search,  retrieve  or  file  in  all 
ederal  and  State  courts  and  agen- 
lies  in  U.S.,  Canada  or  British 
sles.  Call  800-528-6050,  Ext.  17. 


Financing 

[f  your  firm  sells  services 
)n  installments  and  you 
leed  working  capital  call: 

Toll  Free  (800)  821-2157 
Ext.  34 


National 
Switchboard 

24  Hr.  7-Day  Nationwide 
Toil-Free  Answering  Service 

or  direct  mail,  ad  response,  phone 
rders,  message  relay,  dealer  in- 
uiries,  subscription  orders.  Call 
00-528-6050,   Ext.  15. 


Hand  Carry  Documents 
Nightly  Between 
New  York  &  London 

$29.50  to  one  pound.  Further  info 
call  800-528-6050,  Ext.  4. 


MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

We  maintain  profiles  on  hundreds 
if  professional  representatives  in 
III  fields.  U.S.  and  foreign  coun- 
ties. No  charge  service  to  manu- 
facturers. •  Monthly  Newsletter, 
lax  Letter,  Bulletins,  and  many 
Ipecial  benefits  for  reps  and  manu- 
facturers. Details:  808  Broadway, 
iept.  9  Kansas  City,  Missouri  64105 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
jails  you  which  firms  are  looking 
|Dr  representatives,  the  firm's  prod 
ct  line  and  territories  available 
i  or  information  write:  Manufactur 
!rs'  Agents'  Newsletter,  Dept.  178A 
13573  Prospect  Avenue,  Farming 
'on,  Michigan  48024. 


VILLAS  FOR  RENT 

Barbados,  Jamaica,  Acapulco, 
Puerto  Vallarto.  Each  estate  is 
nestled  in  a  tropical  garden,  each 
has  a  private  pool  and  a  full  staff. 
Leading  U.S.  company  handles  all 
arrangements  including  local  man- 
agement. Prices  are  surprisingly 
reasonable.  Call  800-526-4244  or 
in  N.J.  201-322-8525.  Mon  -  Fri  9am 
to  5pm. 

BUSINESS  OPPORTUNITIES 

TAX  SAVING  & 
VENTURE  CAPITAL  SEMINARS 

Are  you  looking  for  funds???  Do 
you  have  funds  to  invest???  Then, 
these  seminars  in  major  cities  are 
for  YOU!  Act  now  -  registration 
limited.  Write:  FREE  brochure  #28- 
SF.  (Sample  Financial  Newsletter 
$1.00)  STULL  &  CO.,  since  1870, 
3540  Ridge  Rd,  Cleveland,  OH 
44101. 


$700  PER  MONTH  EARNINGS  pos- 
sible filling  out  income  tax  forms  at 
home  or  tax  office  during  tax  sea- 
son. We  show  you  how.  Simple, 
quickly  learned.  Details  mailed  free. 
No  salesmen.  Hurry.  Big  demand. 
FEDERATED  TAX,  2044  Montrose, 
Chicago,  60618. 


MAIL  ORDER  DIGEST 

Newsletter  reports  new  product 
sources,   promotion   ideas,  direct 
mail  techniques,  significant  news 
for  increasing  mail  order  profits, 
government  regulations,  postal 
changes,  new  books,  lists,  markets 
plus  much  more  -  all  for  just  $30 
annually.  Sample,  details  free! 
NATIONAL  MAIL  ORDER  ASSN. 
5818-FC  Venice  Blvd. 
Los  Angeles,  Ca.  90019 

HOME  IMPORT 
MAIL  ORDER  BUSINESS 

Big  earnings  in  hobby  or  retirement 
project.  Deal  direct  with  overseas 
suppliers.  Tax  free  travel.  Newest 
projects  at  fraction  U.S.  cost.  200% 
or  more  profit.  Full  or  part  time. 
No  product  investment.  Famous 
world  trader  starts  you.  Free  report: 
"How  to  Import  and  Export".  Write 
Mellinger,  Dept.  E1592,  Woodland 
Hills,  CA  91367.  

CONVENTION  PRODUCTIONS 


The 

Experienced 
"Meetings  People" 

Producers  of  Successful  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  •  Films  •  Dramatizations 
•  Entertainment 

Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washington  • 
Atlanta  •  Houston  •  San  Francisco 


AIRCRAFT 


BUSINESS  AND  COMMERCIAL 
JET  AIRCRAFT  OF  ALL  TYPES 
AVAILABLE  FOR  BIDS 


niim  uim  u  it  i  ^Tiiiiiirxt;  I i  mm 

(202)331-8000  4>       TLX  89-2587 


Servinq  Vou  a 
Better  Man... 

through  Iranchised 
Offices  from 
coast  to  coast. 

Realty  USA 

3855  Lucas-Hunt  Road  •  St.  Louis,  MO  63521 


280  ACRES  FOR  $4,950.00 

Large  sprawling  property  ideal  for 
cattle  ranching,  investment,  and 
homesteading.  In  Paraguay,  (con- 
sidered by  investors  "The  Switzer- 
land" of  South  America).  Tax  bene- 
fits for  cattle  ranching!  For  details 
and  terms  write  M.  Lee  286  Law- 
rence Avenue  West.  Apt.  FBP  Tor- 
onto, Canada  M5M  3A8 

FREE  CATALOG 

Big,  Free  Spring  1977  Catalog  de- 
scribes and  pictures  more  than 
2,500  farms,  ranches,  acreages,  rec- 
reational properties,  businesses, 
town  and  country  homes  in  39  states 
coast  to  coast!  Please  specify  type 
and  location  preferred. 
UNITED  FARM  AGENCY,  612-Y  W. 
47th,  Kansas  City,  MO  64112 


WE  have  operating  EXECUTIVE  type 
ranches  for  sale  in  the  million  and 
$2,000,000  bracket.  Managers  avail- 
able. Most  have  good  depreciable 
items  and  AESTHETICS.  FNI-Real 
Estate,  406-682-4201  weekdays:  Jess 
C.  Armitage  406-682-4351  weekends- 
nights.  Ennis,  Mont.  59729. 


IF  YOU  LIKE... 
WOODS 
HILLS 

STREAMS 

You'll  love  our  FREE  Spring  Cata- 
log. Thousands  of  Farms,  Ranches, 
Country  Homes  described,  pictured. 
Excitement  in  the  Countryside  - 
All  Across  America.  Your  STROUT 
Catalog  Mailed  FREE. 

STROUT  REALTY,  Inc. 

60  E.  42nd  ST.  (Dept.  172) 
New  York,  NY  1001 7 


Looking  for  dramatic  capital  appreciation? 

INVEST  IN  CANADIAN 
ACREAGE  from '47  AN  ACRE 

A  12-year  record  of  excellent  per- 
formance to  Investors:  Participate 
for  potential  profits. 


ONE  YEAR  EXCHANGE  PRIVILEGE 


Free  catalogue  write: 

CANADIAN  ESTATE  Dept.  fob 
286LawrenceAve.W.Toronto,0nt.Canada  M5M3A8 


REACH  THE  AFFLUENT  IN 

FORBES  CLASSIFIED 
One  out  of  every  13  FORBES 
subscribers  is  a  millionaire 


CAPITAL  &  INVESTMENT  OPPORTUNITIES 


DIAMOND 
WHOLESALER-IMPORTER 

House  of  Diamonds  offers  a  wide 
range  of  selections  designed  to 
please  a  discriminating  public.  We 
offer  some  of  the  finest  merchan- 
dise available  without  compromis- 
ing quality  standards.  Send  $5.00 
for  grading  guide  to:  HOD,  P.O. 
Box  1515,  Petersburg,  Va.  23803. 

ROCKY  MOUNTAIN  OIL  STOCKS 
SPECIALIST 

We  specialize  in  low-priced 
over-the-counter  Energy  issues, 
for  FREE  BROCHURE 
Telephone  or  Write: 
RALPH  NEWTON,  President 
Mountain  Pacific  Investment  Co. 
3613  West  Bowles  Ave. 
Littleton,  Colorado  80123 
Tel  (303)  795-6556 

$17  ENTRY    .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details.  AA  Oil  & 
Gas  Inc.,  2051  East  Camelback 
Road,  Phoenix,  Arizona  85016.  (602) 
955-7600. 


HOW  &  WHERE  TO  GET  CAPITAL 

Get  all  the  money  you  need  —  $500 
to  $2  million.  Business  capital, 
loans,  grants,  cash  to  start  a  busi- 
ness. Free,  full  details.  Capital-6, 
Kerrville,  Texas  78028. 

FREE  BUSINESS  GUIDE 
"990  Sccessful,  Little  One-Man  Bus- 
inesses", plus  cash   loans.  Work 
home!  Small  Business  Index,  Dept. 
5,  Kerrville,  Texas  78028. 

LASER  STOCKS: 
ANEW  INVESTMENT  OPPORTUNITY 

Easy-to-understand,  concise  non- 
technical 8-page  report  highlights 
investment  opportunities  in  the 
emerging  commercial  laser  indus- 
try. .  .  .  Send  $4.95  check  to:  CAMA, 
Dept.  F-l,  Box  13087,  Houston, 
Texas  77019*' 


U.S.  GOVERNMENT  OIL  AND 
GAS  LEASES  MADE  EASY 

Don't  pay  high  entry  fees  of  $15-25. 
We  provide  everything  to  enable 
you  to  deal  easily  and  effectively 
with  the  Federal  Government  for 
valuable  oil  and  gas  lands,  includ- 
ing the  leases  in  immediate  de- 
mand. Send  your  tax  deductible 
$10  fee  for  your  complete  lottery 
kit  to  Walt  Sanford  and  Asso.  10750 
Lower  Azusa  Rd.,  El  Monte,  CA 
91731  Tel.  (213)  575-8992.  

HOW  YOU  CAN  PROFIT  FROM  A 
SWISS  FRANC  BANK  ACCOUNT. 

Full  information  and  list  of  recom- 
mended banks  for  only  $25.  Please 
send  check  to: 

SEVEN  SEAS  TRADING  LTD. 
Appisbergstr.  12,  P.O.  Box 
CH  -  8708  Mannedorf 
Zurich,  Switzerland 


Please  send  me 
research  reports 
without  obligation 
onN.Y.S.E.,  ASE 
and  OTC  Securities 

Attention:  Mr.  James  Cheng 

LAIDLAW-COGGESH  ALL 1 

Member  N  Y.  Stock  Exchange,  Inc. 
and  other  Principal  Exchanges 

20  Broad  Street, 
New  York,  N.Y.  10005 
Telephone  (212)  363-3846 

NAME  

ADDRESS  


OFFICE  TEL.  NO.  (  )_ 
HOME  TEL.  NO.  (  )_ 


Money  And  Investments 


The  Fundi 


But  Korschot  wouldn't  know  how 
the  Wallaces  feel  first-hand.  In  four 
years  he  has  seen  the  brothers  just 
twice,  each  time  only  "to  say  hello." 
Neil  Wallace  shunned  an  interview 
for  this  article.  Monte,  located  by  a 
Forbes  reporter  at  his  second  home 
on  Martha's  Vineyard,  hung  up. 

The  Wallaces  have  worked  this 
way  since  emerging  on  the  Boston  fi- 
nancial scene  in  the  early  1960s.  At 
one  lime  CIC  used  a  Washington  pub- 
lie  relations  firm,  but  its  main  jobs 
seemed  to  be  turning  down  interview 
requests  for  the  Wallaces  and  keep- 
ing their  photos  out  of  company  an- 
nual reports.  Their  personal  vitae 
reads,  "graduates  of  Harvard  Law 
School."  Period.  They  operate  through 
a  personal  holding  company,  the  W 
Corp.,  and  own  60.6%  of  CIC  com- 
mon stock. 

Privacy  has  meant  profits  and  a  de- 
gree of  safety  for  the  Wallaces.  They 
controlled  the  adviser  for  Continental 
Mortgage  through  a  series  of  partner- 
ships that  offered  tax  benefits  and 
could  be  easily  dissolved.  In  their  hey- 


day in  1973  the  various  advisory 
firms,  including  Waddcll  &  Iked,  were 
tunneling  nearly  $45  million  a  year  in 
fees  and  commissions  into  the  Wal- 
lace domain. 

Handling  Waddcll  &  Reed's  financ- 
ing was  not  so  simple.  In  1969  CIC 


".  .  .  In  their  heyday,  the  ad- 
visory firms  were  funneling 
$45  million  fees  a  year  into 
the  Wallace  domain  " 


borrowed  $82.5  million  from  First  of 
Boston  and  15  other  banks,  under  an 
unsecured  loan,  to  buy  Waddell.  The 
deal,  in  which  some  of  the  funds 
would  bank  at  the  First,  looked  good 
to  the  Boston  bank.  The  Wallaces 
have  offices  in  the  First's  building, 
and  the  First  has  previously  loaned  a 
W  Corp.  subsidiary  over  $14  million. 

But  the  loan  to  buy  W&R  brought 
First  of  Boston  little  but  grief.  In  1972 
the  SEC  accused  the  United  Funds 


of  banking  lurid  money  as  compen- 
sating balances  for  CIC.  Korschot  says 
the  mixing  practice  was  halted  in. 
1974.  But  il  was  a  signal  that  CIC 
was  overleveraged.  "CIC's  basic  prob- 
lem stemmed  from  having  loaned  up 
so  heavily  to  buy  W&R,"  says  Kor- 
schot. "It  was  the  wrong  way  to  b& 
capitalized." 

The  chickens  came  home  to  roost 
when  the  REITs  ran  into  high  in- 
terest rates  and  sour  loans  on  Florida 
condominiums.  Facing  a  terrible  can 
bind,  the  empire  tumbled.  But  now, 
under  the  work-out  plan  the  SEC  is 
opposing,  CIC's  short-term  debt  will 
be  down  to  $20  million  (from  $103 
million).  New  preferred  shares  will  go 
to  debenture  holders,  the  largest  ofi 
which  are  two  State  of  Louisiana  pen- 
sion funds.  The  SEC  says  William  R. 
Carnith,  a  Louisiana  assistant  attor- 
ney general,  took  leave  for  nearly  a 
year  and  was  paid  $5,000  a  month  by 
CIC  to  help  work  out  the  plan. 

Waddell  &  Reed,  with  the  help  of 
the  United  Funds,  may  yet  bail  out 
the  Wallaces.  ■ 
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HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$16.05.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $224.70.  FORBES  will  typeset  without  charge. 
DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$15.75.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $440.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 
FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  ciosing  date  is  the  first  day 
of  the  preceding  month. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 
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SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212) 675-7725 
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PERSONAL  SERVICES 


PERSONAL  FINANCIAL  REPORTS 

BCS,  INC.,  is  a  computer  based 
data  processing  service  that  can 
provide  reports  on  your  personal 
finances,  monthly  for  only  $2.00. 
Formats  are  available  which  will 
give  you  visibility  on  your  expenses 
for  up  to  50  categories.  You  can 
evaluate  income  vs  expenditures, 
have  cumulative  year-to-date  data, 
averages,  &  percentages.  Formats 
are  avai'ab'e  to  Ua~'<  budgets. 
Write  BCS,  INC.,  PO  Bo<  105,  Li-e'- 
burne,  Vi  0548  !. 


Divorce  24  Hours 

Mutual  or  contested  actions,  low 
cost,  Haiti  or  Dominican  Republic. 
For  information  send  $3.75  for  24- 
page  booklet/postage/handling  to: 
ODA,  P.O.  Box  5,  Hvattsville,  Mary- 
land 20781,  USA.  Tel.:  (301)  559- 
2342.  Worldwide  service.  Dr.  von 
Goihinan. 


YACHTS  &  BOATS 

CHARTERS  OR  SALE 

46  ft.  Bertram  Sportfisherman  avail- 
able for  island  hopping,  full  or  half- 
day  charters-fishing  or  cruising; 
docked  in  Fort  Lauderdale,  FL. 
Accommodates  6;  includes  gener- 
ous Stateroom,  convertible  Salon, 
fully  equipped  Galley.  A  C  thruout 
with  stereo  tape  deck  system.  3 
fishing  chairs  with  tackle  for  seri- 
ous fishing.  Available  for  immediate 
charter  anywhere  in  the  Atlantic. 
STEELER  II,  1924  N.E.  154  St.  N.  Mi- 
ami Bch.,  FL  33162-(305)  522-2573. 


EXECUTIVE  EDUCATION 

EXTERNAL  DEGREES  IN  BUSINE 
BACHELOR'S  •  MASTER'S  • 
DOCTOR'S 

An  alternate,  practical  approach 
higher  education  for  in-service 
ecutives  who  cannot  meet  on-ca 
pus  classes.  Write:  External  Ref 
trar,  Western  Colorado  Universi 
1129  Colorado  Avenue,  Grand  Ju 
tion,  Colorado  81501.  •  "A  Rec 
nized  Candidate  for  Accreditatii 
Accrediting  Cornmiss'on  on  Higt 
Education,  National  A-iociaiion 
Schools  a  :d  Colleges." 

COURSES/SEMINARS/ 
TRAINING  PROGRAMS 


NEW  STOCK  MARKET  COURSE 

"How  To  Average  $1,000  A  W« 
(Or  More)  In  The  Stock  Marl 
(Bear  or  Bull)."  Send  today  for  f 
eye-opening  brochure! 

Mariner  Financial  Corporation 
925  L  STREET.  Suite  850B 

Sacramento,  California  95814. 


 AUTOMOBILES 

SAVE  $$$$  ON  NEW  1977  CARS 

Your  Detroit  Connection  offers  n 
1977  luxury  (and  other)  vehicles 
Detroit  prices  and  freight  to  s; 
cash  buyer  hundreds.  Full  fact 
warranty.  Free  Metro  Airport  pi 
up  at  delivery.  Send  make  a 
model  desired  for  firm  quotati 
to:  BONDED  BROKERS,  254' 
Monroe  Blvd.,  Dearborn,  Michig 
48124- 
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BUSINESS  SERVICES 

Attcnticn.  ADVERTISERS 
and  MARKETING  MANAGERS 

You  can  increase  your  ad  responses, 
inquiries  and  sales  by  using  our  national 
toll-free  direct  response  phone  number  in 
your  TV,  radio  and  print  ads.  catalogs, 
brochures,  direct  mail,  etc. 

This  is  a  powerful  new  marketing  tool 
Our  clients  have  realized  response  in- 
creases ranging  from  43%  to  323%  as  a  re- 
sult of  the  insertion  of  our  number  in 
their  offers  It  also  speeds  responses,  con 
versions  and  sales. 

Our  specialized  system  is  courteous, 
personalized  and  programmable  for  any 
business  or  personal  application  No  de 
posits  or  set  up  charges  required  No 
extra  charge  for  credit  card  verification. 
Complete  ordering,  shipping,  mailing  ser- 
vices also  available  Compare  our  low 
rates  and  unsurpassed  quality  of  service. 

Full  details,  toll  free  Operator  750 
800-3245120       (Calif    800-352  7711} 

NATIONAL  COMMUNICATIONS  CENTER 


he  Document  Center 

Serves  Your  Legal  Research 
and  Filing  Needs 

'e  can  search,  retrieve  or  file  in  all 
ederal  and  State  courts  and  agen- 
ies  in  U.S.,  Canada  or  British 
,les.   Call   800-528-6050,   Ext.  17. 


REAL  ESTATE 

RESIDENTIAL 


REAL  ESTATE 


Financing 

f  your  firm  sells  services 
>n  installments  and  you 
leed  working  capital  call: 

Toll  Free  (800)  821-2157 
Ext.  34 


National 
Switchboard 

24  Hr.  7-Day  Nationwide 
Toil-Free  Answering  Service 

or  direct  mail,  ad  response,  phone 
rders,  message  relay,  dealer  in- 
uiries,  subscription  orders.  Call 
00-528-6050,   Ext.  15. 


Hand  Carry  Documents 
Nightly  Between 
New  York  &  London 

$29.50  to  one  pound.  Further  info 
call  800-528-6050,  Ext.  4. 


MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

i  We  maintain  profiles  on  hundreds 
f  professional  representatives  in 
II  fields.  U.S.  and  foreign  coun- 
ries.  No  charge  service  to  manu- 
acturers.  •  Monthly  Newsletter, 
ax  Letter,  Bulletins,  and  many 
pecial  benefits  for  reps  and  manu- 
acturers.  Details:  808  Broadway, 
ept.  9  Kansas  City,  Missouri  64105 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

/lanufacturers'  Agents'  Newsletter 
ells  you  which  firms  are  looking 
or  representatives,  the  firm's  prod 
ict  line  and  territories  available 
:or  information  write:  Manufactur 
irs'  Agents'  Newsletter.  Dept.  178A 
I3573  Prospect  Avenue,  Farming 
on,  Michigan  48024. 


VILLAS  FOR  RENT 

Barbados,  Jamaica,  Acapulco, 
Puerto  Vallarto.  Each  estate  is 
nestled  in  a  tropical  garden,  each 
has  a  private  pool  and  a  full  staff. 
Leading  U.S.  company  handles  all 
arrangements  including  local  man- 
agement. Prices  are  surprisingly 
reasonable.  Call  800-526-4244  or 
in  N.J.  201-322-8525.  Mon  -  Fri  9am 
to  5pm. 

BUSINESS  OPPORTUNITIES 

TAX  SAVING  & 
VENTURE  CAPITAL  SEMINARS 

Are  you  looking  for  funds???  Do 
you  have  funds  to  invest???  Then, 
these  seminars  in  major  cities  are 
for  YOU!  Act  now  -  registration 
limited.  Write:  FREE  brochure  #28- 
SF.  (Sample  Financial  Newsletter 
$1.00)  STULL  &  CO.,  since  1870, 
3540  Ridge  Rd,  Cleveland,  OH 
44101. 


$700  PER  MONTH  EARNINGS  pos- 
sible filling  out  income  tax  forms  at 
home  or  tax  office  during  tax  sea- 
son. We  show  you  how.  Simple, 
quickly  learned.  Details  mailed  free. 
No  salesmen.  Hurry.  Big  demand. 
FEDERATED  TAX.  2044  Montrose, 
Chicago,  60618. 


MAIL  ORDER  DIGEST 

Newsletter  reports  new  product 
sources,   promotion   ideas,  direct 
mail  techniques,  significant  news 
for  increasing  mail  order  profits, 
government  regulations,  postal 
changes,  new  books,  lists,  markets 
plus  much  more  -  all  for  just  $30 
annually.  Sample,  details  free! 
NATIONAL  MAIL  ORDER  ASSN. 
5818-FC  Venice  Blvd. 
Los  Angeles,  Ca.  90019 

HOME  IMPORT 
MAIL  ORDER  BUSINESS 

Big  earnings  in  hobby  or  retirement 
project.  Deal  direct  with  overseas 
suppliers.  Tax  free  travel.  Newest 
projects  at  fraction  U.S.  cost.  200% 
or  more  profit.  Full  or  part  time. 
No  product  investment.  Famous 
world  trader  starts  you.  Free  report: 
"How  to  Import  and  Export".  Write 
Mellinger,  Dept.  E1592,  Woodland 
Hills,  CA  91367.  

CONVENTION  PRODUCTIONS 


The 

Experienced 
"Meetings  People" 

Producers ol  Successful  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  •  Films  •  Dramatizations 
•  Entertainment 

Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washington  • 
Atlanta  •  Houston  •  San  Francisco 


AIRCRAFT 


BUSINESS  AND  COMMERCIAL 
JET  AIRCRAFT  OF  ALL  TYPES 
AVAILABLE  FOR  BIDS 


i\rr  fjvwjm.ii  si      mtimi,  1 1  min 

(202)331-8000  <k       TLX  89-2587 


Servinq  Vou  a 
Better  UJaq 

through  franchisee! 
offices  from 
coast  to  coast 


ReoltyUSA 

3855  Lucas-Hunt  Road  •  S1  Louis.MO  63'21 


280  ACRES  FOR  $4,950.00 

Large  sprawling  property  ideal  for 
cattle  ranching,  investment,  and 
homesteading.  In  Paraguay,  (con- 
sidered by  investors  "The  Switzer- 
land" of  South  America).  Tax  bene- 
fits for  cattle  ranching!  For  details 
and  terms  write  M.  Lee  286  Law- 
rence Avenue  West.  Apt.  FBP  Tor- 
onto, Canada  M5M  3A8 

FREE  CATALOG 

Big,  Free  Spring  1977  Catalog  de- 
scribes and  pictures  more  than 
2,500  farms,  ranches,  acreages,  rec- 
reational properties,  businesses, 
town  and  country  homes  in  39  states 
coast  to  coast!  Please  specify  type 
and  location  preferred. 
UNITED  FARM  AGENCY,  612-Y  W. 
47th,  Kansas  City,  MO  64112 


WE  have  operating  EXECUTIVE  type 
ranches  for  sale  in  the  million  and 
$2,000,000  bracket.  Managers  avail- 
able. Most  have  good  depreciable 
items  and  AESTHETICS.  FNI-Real 
Estate,  406-682-4201  weekdays:  Jess 
C.  Armitage  406-682-4351  weekends- 
nights.  Ennis,  Mont.  59729. 


IF  YOU  LIKE... 
WOODS 
HILLS 

STREAMS 

You'll  love  our  FREE  Spring  Cata- 
log. Thousands  of  Farms,  Ranches, 
Country  Homes  described,  pictured. 
Excitement  in  the  Countryside  — 
All  Across  America.  Your  STROUT 
Catalog  Mailed  FREE. 

STROUT  REALTY,  Inc. 

60  E.  42nd  ST.  (Dept.  172) 
New  York,  NY  1001 7 


Looking  for  dramatic  capital  appreciation? 

INVEST  IN  CANADIAN 
ACREAGE  from  '47  AN  ACRE 

A  12-year  record  of  excellent  per- 
formance to  Investors:  Participate 
for  potential  profits. 


ONE  YEAR  EXCHANGE  PRIVILEGE 


Free  catalogue  write: 

CANADIAN  ESTATE  Dept.  fob 
2B6LawrenceAve.W.Toronto;0nt.Canada  M5M3A8 


REACH  THE  AFFLUENT  IN 

FORBES  CLASSIFIED 
One  out  of  every  13  FORBES 
subscribers  is  a  millionaire 


CAPITAL  &  INVESTMENT  OPPORTUNITIES 


DIAMOND 
WHOLESALER-IMPORTER 

House  of  Diamonds  offers  a  wide 
range  of  selections  designed  to 
please  a  discriminating  public.  We 
offer  some  of  the  finest  merchan- 
dise available  without  compromis- 
ing quality  standards.  Send  $5.00 
for  grading  guide  to:  HOD,  P.O. 
Box  1515,  Petersburg,  Va.  23803. 

ROCKY  MOUNTAIN  OIL  STOCKS 
SPECIALIST 

We  specialize  in  low-priced 
over-the-counter  Energy  issues, 
for  FREE  BROCHURE 
Telephone  or  Write: 
RALPH  NEWTON,  President 
Mountain  Pacific  Investment  Co. 
3613  West  Bowles  Ave. 
Littleton,  Colorado  80123 
Tel  (303)  795-6556 

$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details.  AA  Oil  & 
Gas  Inc.,  2051  East  Camelback 
Road,  Phoenix,  Arizona  85016.  (602) 
955-7600. 

HOW  &  WHERE  TO  GET  CAPITAL 

Get  all  the  money  you  need  -  $500 
to  $2  million.  Business  capital, 
loans,  grants,  cash  to  start  a  busi- 
ness. Free,  full  details.  Capital-6, 
Kerrville,  Texas  78028. 

FREE  BUSINESS  GUIDE 
"990  Sccessful,  Little  One-Man  Bus- 
inesses", plus  cash   loans.  Work 
home!  Small  Business  Index,  Dept. 
5,  Kerrville,  Texas  78028. 

LASER  STOCKS* 
ANEW  INVESTMENT  OPPORTUNITY 

Easy -to -understand,  concise  non- 
technical 8-page  report  highlights 
investment  opportunities  in  the 
emerging  commercial  laser  indus- 
try. .  .  .  Send  $4.95  check  to:  CAMA, 
Dept.  F-l,  Box  13087,  Houston, 
Texas  77019r 


U.S.  GOVERNMENT  OIL  AND 
GAS  LEASES  MADE  EASY 

Don't  pay  high  entry  fees  of  $15-25. 
We  provide  everything  to  enable 
you  to  deal  easily  and  effectively 
with  the  Federal  Government  for 
valuable  oil  and  gas  lands,  includ- 
ing the  leases  in  immediate  de- 
mand. Send  your  tax  deductible 
$10  fee  for  your  complete  lottery 
kit  to  Walt  Sanford  and  Asso.  10750 
Lower  Azusa  Rd.,  El  Monte,  CA 
91731  Tel.  (213)  575-8992.  

HOW  YOU  CAN  PROFIT  FROM  A 
SWISS  FRANC  BANK  ACCOUNT. 

Full  information  and  list  of  recom- 
mended banks  for  only  $25.  Please 
send  check  to: 

SEVEN  SEAS  TRADING  LTD. 
Appisbergstr.  12,  P.O.  Box 
CH  -  8708  Mannedorf 
Zurich,  Switzerland 


Please  send  me 
research  reports 
without  obligation 
onN.Y.S.E.,ASE 
and  OTC  Securities 

Attention:  Mr.  James  Cheng 

LA1DLAW-C0GGESH ALL  - 

Member  NY.  Stock  Exchange,  Inc. 
and  other  Principal  Exchanges 

20  Broad  Street, 
New  York,  N.Y.  10005 
Telephone  (212)  363-3846 

NAME  


ADDRESS^ 


OFFICE  TEL  NO.  ( 
HOME  TEL.  NO.  (  )_ 


How  much  change  does 
our  American  Economic 
System  need:  A  lot? 

Alittle'None? 


You  may  be  reassured — or  troubled — by  how  a  number 
of  your  fellow  citizens  answered  this  question  recently. 

A  recent  study  shows  that  an  overwhelming  majority  of 
Americans  have  a  basic  faith  in  our  economic  system.  Only 
a  relatively  small  number  favor  major  structural  changes. 
Yet  almost  all— 92%—  feel  some  modifications  are  needed. 

In  the  months  and  years  ahead,  we're  all  going  to  be 
called  upon  to  make  great  decisions  as  our  American 
Economic  System  adjusts  to  new  conditions  every- 
where, both  home  and  around  the  world. 

Obviously,  the  more  we  all 
know  about  our  system  and 
how  it  works,  the  better  we  can 
decide  what  to  preserve,  what 
to  change. 

To  help  give  you  a  clearer 
picture  of  our  system,  a  special 
booklet  has  been  prepared.  It's 
easy  to  read,  interesting  and  free. 
Mail  the  coupon  for  your  copy. 

Every  American  ought  to 
know  what  it  says. 

The  American 
Economic  System. 

It's  one  of  your  basic  freedoms. 


Booklets,  P.O.  Box  1887,  New  York,  N  Y.  10001 

 Please  send  me  a  free  copy  of  the  booklet 

about  our  economic  system. 
 I  would  also  like  a  copy  of  the  survey 

highlights. 

Name  Title. 


Company. 
Address  . 
City  


.State. 


Note:  Booklets  in  quantity,  posters  and  other  materials 
are  available  for  use  by  companies,  clubs,  etc  For  in- 
formation, write:  The  Advertising  Council,  825  Third 
Avenue,  New  York,  New  York  10022 

/^jr\  A  public  service  message  of  The  Advertising  Council 
;HR;  &  U  S  Department  ol  Commerce  '< 
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No  man  is  worth  his  salt 
who  is  not  ready  ;it  all  times 
to  risk  his  well-being 
in  a  great  cause. 
Theodore  Roomyelt 


It  is  the  tragedy  of  things 
spiritual  that  they  languish  if 
unorganized,  and  are  contaminated 
by  the  material  needs  of 
their  organization. 
Will  Durant 


We  should  look  to  the  end 

in  all  things. 

Jean  oe  la  Fontaine 


Life  is  eating  us  up. 
We  shall  be  fables  presently. 
Keep  cool:  It  will  be  all 
one  a  hundred  years  hence. 
Ralph  Waldo  Emerson 


Ambition  is  an  idol  on  whose  wings 
great  minds  are  carried  to 
extremes,  to  be  sublimely  great, 
or  to  be  nothing. 
Thom  \s  Southern 


We  are  in  the  world  like  men 
plaj  ing  at  tables;  the  chance  is 
not  in  our  power,  but  to  play 
it  is;  and  when  it  is  fallen, 
we  must  manage  it  as  we  can. 
Jeremy  Taylor 


Always  tell  yourself: 

The  difference  between  running 

a  business  and  ruining 

a  business  is  I. 

Frank  Tyger 


By  every  part  of  our  nature 
we  clasp  things  above  us, 
one  after  another,  not  for  the  sake 
of  remaining  where  we  take  hold, 
but  that  we  may  go  higher. 
Henry  Ward  Beecher 


Is  every  effort  YOU  put  forth 
part  of  a  large  life  scheme? 
Does  every  brick  you  lay  contribute 
lo  the  building  of  a  structure 
whose  plans  you  keep  constantly 
in  your  mind's  eye?  Thank  heavens, 
the  material  for  building  air 
castles  has  not  gone  up  in  price! 
And  the  man  or  woman— especially 
the  young  man  or  woman— who  has 
lost  the  ambition  and  the  energy 
to  build  one  is  in  a  pitiable  state 
indeed.  Consider  the  end  from 
the  beginning.  That,  it  seems  to  me. 
sums  up  the  whole  thing. 
B.C.  Forbes 


The  fundamental  principle  of 
human  action  ...  is  that  men 
seek  to  gratify  their  desires 
with  the  least  exertion. 
Henry  George 


I  don't  know  what  your  destiny 
will  be,  but  one  thing  I  know: 
the  only  ones  among  you  who  will 
be  really  happy  are  those  who  have 
sought  and  found  how  to  serve. 
Albert  Schweitzer 


It  is  not  for  man  to  rest 
in  absolute  contentment.  He  is 
born  to  hopes  and  aspirations. 
Robert  Southey 


A  purpose  is  the  eternal 
condition  of  success. 
Theodorb  Munger 


Though  a  little  one, 

the  master- word  (work)  looms  large 

in  meaning.  It  is  theopen  sesame 

to  every  mortal,  the  great 

equalizer  in  the  world, 

the  true  philosophers'  stone 

which  transmutes  all  the 

base  metal  of  humanity  into  gold. 

William  Osler 


The  very  substance  of  the 
ambitious  is  merely 
the  shadow  of  a  dream. 
Shakespeare 


We  sometimes  from  dreams 
pick  up  some  hint  worth  improving 
by  .  .  .  reflection. 
Thomas  Jefferson 


The  beginnings  of  all  things 
are  weak  and  tender.  We  must 
therefore  be  clear-sighted 
in  the  beginnings,  for,  as  in 
their  budding  we  discern  not 
the  danger,  so  in  their  full  growth 
we  perceive  not  the  remedy. 
Michel  de  Montaigne 


I  like  men  who  have  a  future 
and  women  who  have  a  past. 
Oscar  Wilde 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text  . .  . 


Sent  in  by  Raymond  F.  Arvish,  Hamilton, 
Mont.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 

of  texts  used. 


But  by  the  grace  of  God  I  am  when 
I  am. 

I  Corinthians  15:10 
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Something's 
Got  To  Give 


IACN  Tdtf 


Makinc  &  w&'jn  better  and  better. 

!  iCA  ColorT'     A  television  oystem  that  controls  picture  color  auto- 
matically, f'    .  scene  to  scene,  channel  to  channel. 

A  cf  idt  increases  or  decreases  picture  brightness  all  by  .itself  as 
roon.  ght changes 

ColorTrak  results  from  bringing  together  diverse  skills  and 
experience  in  RCA.  Scientists  and  engineers  from  the  David  Sarnoff 
Research  Center  joined  our  divisional  engineering  and  production 
specialists  in  an  effort  to  produce  the  best  TV  picture  we've  ever  offered 

After  only  two  years,  RCA  ColorTrak  was  born.  Along  with  the 
jystem's  automatic  color  control  came  the  added  benefits  of  greater 
cost  effectiveness  in  production  and  a  significant  reduction  in 
■development  time.  Plus  a  highly  favorable  reception  in  the  marketplace. 


The  Control  Center  turns  the  TV  on  and  off.  changes  channels,  adiusts  volume,  color  and 
tint,  even  activates  time-and-channel  number  display 


When  you  can't  take  your  secretary, 
take  ours.  The  Pocket  Secretary. 


he  Pocket  Secretary  is  an  executive  productivity  ma- 
rine. It's  small  enough  to  fit  comfortably  in  your  suit- 
>at  pocket.  Yet  the  microcassettes  hold  60  minutes  of 
ictation.  It  goes  where  you  go,  when  you're  ready. 

urn  your  plane,  cab,  or  motel  room  into  a 
tie-man  office. 

[ours  of  work  time  open  up  that  until  now  have  been 
lost"  to  waiting  or  traveling. 

Work  at  home.  Or  on  the 
way  to  work.  Whenever  or 
wherever  you  feel  the  urge 
to  get  more  done. 

More  than  a  notetaker. 

Together  with  the  Pocket 
Secretary  transcriber  for 
your  secretary,  the  Pocket 
Secretary  is  a  complete 
dictating  system. 


Memos,  letters,  reports  and  instructions  all  get  done 
faster— six  times  faster  than  writing. 

Put  a  Pocket  Secretary  to  work  and  watch  the  paper- 
work fly.  Call  Beverly  Hall  toll  free  at  1-800-241-1706 
(Georgia  residents  call  1-404-321-1244  collect )  or  mail 
us  this  coupon. 


Mail  to:  F-2/15/77 
Lanier  Business  Products 
1700ChantillyDr.  N.E. 
Atlanta,  Georgia  30324 


HER  BUSINESS  PRODUCTS  - 


XFORD  INOUSTI 


U  Please  contact  me  for  a  no  obligation  FREE  audition. 

□  Send  me  more  information  about  the 
Pocket  Secretary. 


Name 

Title 

Company 

Phone 

Business  Address 

City 

State 

Zip 

# 
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/hile  others  building  computers 
e  were  also  building  computer  clinics. 

iort  decade  ago,  the  ingenuity 
ability  of  the  fast-growing  data- 
:essing  industry  to  introduce  new 
lucts  far  outstripped  its  capacity 
jrvice  those  products. 

scognizing  the  need,  one  of  our 
companies,  Sorbus  Inc.,  began 
jing  a  network  of  offices  special- 
3  in  the  repair  and  maintenance 
rtually  all  types  of  computer  and 
-processing  equipment. 

ie  network  soon  became  nation- 
i.  And  today,  Sorbus  is  the  largest 
pendent  maintenance  operation 
ie  data-processing  industry, 
icing  the  needs  of  thousands  of 
•users  all  over  America. 


Fulfilling  needs  is  the  force  that 
motivates  all  the  MAI  companies. 

Our  Basic/Four  Corporation  ful- 
filled the  need  for  a  computer  system 
for  small  businesses.  And  made  us  a 
front-runner  in  a  fast-growing  market. 

Our  Genesis  One  corporations  ful- 
filled the  need  for  high-performance 
low-cost  display  terminals  and 
printers.  And  made  us  a  leader  in 
another  huge  market. 

Our  MAI  International  Corporation 
foresaw  the  need  for  our  products 
overseas,  and  early-on  established 
subsidiaries  or  distributors  in  over  50 
cities  located  in  31  countries  abroad. 
Today,  MAI  products  are  marketed, 


serviced  and  respected  throughout 
the  world. 

All  the  above,  plus  new  needs  we're 
fulfilling  and  new  areas  we're 
developing,  make  MAI  the  kind  of 
dynamic  growth-company  we  think 
you'll  want  to  learn  more  about.  We 
invite  you  to  send  for  our  literature. 


MAI 

Management  Assistance  Inc. 

300  East  44th  Street 
New  York,  N.Y.  10017 


LOUISIANA-PACIFIC  CONTROLS 
2,490,000 ACRES  OF  TREES. 
BUT  THAT'S  NOT  THE  WHOLE  STORY. 


That's  right.  630,000  acres  owned 
outright.  And  more  than  1,370,000 
acres  under  long  term  L-P  manage- 
ment and  control. 

But  it's  not  just  the  acreage,  it's 
the  volume  per  acre  that  counts. 
And  as  you  can  see,  most  of  our 
holdings  are  in  the  high-volume, 
Pacific  coastal  forest  lands. 

Controlled  acreage 

9.000a 


800,000a 

:694,000a 
391,000a 


369.000a 

227.000a 


There,  one  acre  yields  3. ..4... 
even  10  times  the  board  feet  per 
acre  than  forests  elsewhere. 

And  they  couldn't  be  in  a  better 
location,  either.  Close  to  our  plants, 
close  to  our  huge  western  markets, 
and  close  to  the  deep  water  ports 
that  serve  key  foreign  markets. 

2.490,000  ACRES:  HOW  BIG  IS  BIG? 

50-60%  of  the  timber  we  need  to 
produce  lumber  and  plywood 
comes  from  acreage  we  control 
long  term.  At  predictable  prices.  We 
then  mix  the  by-products  from  those 
operations  with  substandard  fiber 
from  ourforests.  Togetherthis  "waste" 
supplies  the  raw  materials  we  need 
to  run  our  own  pulp  mills  and  par- 
ticleboard  plants. 

With  this  flexible  asset  base  as  a 
foundation,  we  can  produce  about 
2.5  billion  board  feet  of  lumber  each 
year  — enough  lumber  to  build 
270,000  conventional  homes. 


Right  now  we  have  the  resources 
and  conversion  capabilities  to  pro- 
duce more  lumber,  more  particle- 
board,  more  redwood,  and  more 
millwork  than  anyone  else  in  the 
world.  (You  might  want  to  go  over 
that  again.]  And,  when  we  run  our 
lumber  mills  and  plywood  plants  at 
full  capacity,  we're  one  of  the  world's 
largest  producers  of  wood  chips  — 
the  raw  material  for  pulp  and  pcper. 

After  taking  all  the  chips  we  need 
to  run  our  own  pulp  mills,  the  1.5  mil- 
lion unit  surplus  could  run  four  more 
600  ton-per-day  mills  for  a  year.  Or 
fill  the  Astrodome  40  times  over. 

2.490,000  ACRES:  WHAT'S  IT  WORTH? 

What  we  paid  for  these  lands  is 
well  below  the  replacement  cost  in 
today's  inflated  market.  Without  ad- 


L-P  Grows  Six  Million  Seedlings  Annually. 

ding  another  single  acre,  this  valu- 
able asset  will  continue  to  appreci- 
ate even  while  providing  a  steady 
source  of  fiber  for  manufacturing. 
Since  1973,  however,  L-P  has  invested 
more  than  $80  million  in  new  forests 
for  our  future  requirements. 

It  all  boils  down  to  this: 

Louisiana-Pacific's  constant  goal 
is  to  maintain  a  15%  annual  trend  line 
growth.  Comparing  our  earlier  peak 
earnings  performance  in  1969, 1975 
earnings  improved  at  a  20%  com- 


pounded annual  rate.  And  even 
comparing  the  previous  low  in  1970, 
L-P's  1975  earnings  represent  a  com- 
pound improvement  of  13.5%. 

To  continue  meeting  our  perform- 
ance goal  in  the  future,  we  need 
only  operate  our  existing  plants  and 
mills  at  normal  levels.  Improving 
world  markets,  new  distribution,  new 
marketing  and  sales  programs,  and 
future  acquisitions  of  resources  or 
conversion  facilities  will  contribute 
further  to  earnings  potential. 


Earnings  per  share /Trends  and  goals 
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THE  BOTTOM  LINE. 


That  brings  us  to  the  reason  for 
this  message.  Louisiana-Pacific's 
balance  sheet,  financial  strength, 
resource  base,  conversion  facilities, 
and  market  opportunities  have  never 
looked  better.  For  the  whole  story, 
ask  your  broker  or  write:  G.  R.  Griffin, 
Louisiana-Pacific  Corporation,  Dept. 
V,  1300  S.W.  Fifth  Avenue,  Portland, 
Oregon  97201. 


Louisiana-Pacific 
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Between  1790  and  World  War  I, 
the  first-  tangible  fruits  of  the  In- 
dustrial Revolution  were  being 
harvested  in  the  form  of  creature 
comforts  and  material  possessions 
for  an  emerging  upper  middle  elass. 
For  all  its  inequality,  the  age  fore- 
shadowed our  own  mass  culture 
and  mass  affluence.  It  spawned  the 
Good  Life.  Large  comfortable 
homes,  well-clipped  hedges.  Lei- 
sure—the Grand  Tour.  Things  long 
gone— and  missed. 

Nineteenth  Century  is  a  quarter- 
ly magazine  celebrating  the  values 
and  culture  of  that  time  and  its 
good  life.  It  has  been  published  for 
the  past  two  years  by  The  Victorian 
Society  in  America.  Starting  with 
its  spring  issue,  Nineteenth  Cen- 
tury will  be  published  for  the  So- 
ciety by  Forbes  Inc.  In  articles  such 
as  "Splendor  and  Gloom:  The  Dec- 
oration of  Victorian  Railroad  Cars," 
the  publication  describes  the  high 
spots  of  the  era  from  the  arts  to 
artifacts. 

The  new  publisher  of  Nineteenth 
Century  is  Christopher  (Kip) 
Forbes,  curator  of  the  Forbes  Mag- 
azine Collections  and  a  former 
member  of  the  Forbes  Magazine 
advertising  staff.  Kip,  26,  will  ap- 
ply his  knowledge  and  enthusiasm 
about  the  era,  plus  Forbes'  60 
years  of  experience  in  magazine 
publishing,  to  expanding  Nine- 
teenth Century's  appeal  to  a  grow- 
ing potential  audience  of  scholars, 
collectors  and  interested  persons. 

The  first  issue  of  the  magazine 
produced  by  Forbes  will  be 
launched  this  March  in  London  by 
a  reception  at  Forbes  Magazine's 
Old  Battersea  House.  The  occasion 
will  also  mark  the  unveiling  in  En- 
gland of  The  Forbes  Magazine 
Collection  of  Victorian  Art,  most 
of  which  was  exhibited  at  the  Roy- 
al Academy  during  the  reign  of 
Queen  Victoria.  This  collection  has 
been  shown  in  the  U.S.  at  The 
Metropolitan  Museum  of  Art  in 
New  York  City;  The  Cincinnati 
Museum  of  Art;  the  High  Museum 
in  Atlanta;  The  Art  Museum,  Prince- 
ton University;  the  Delaware  Art 
Museum,  Wilmington;  The  Allen 
House,  Louisville;  University  Gal- 
lery, University  of  Minnesota. 

Publisher  Kip  Forbes  hopes  that 
Nineteenth  Century  will  soon  be 


*  MODI-; 


Victorians:  Margaret  Kelly,  with 
Kip  Forbes,  the  new  publisher  of 
Forbes  Inc.'s  Nineteenth  Century. 


available  to  members  of  The  British 
Victorian  Society  as  well  as  to 
members  of  The  Victorian  Society 
in  America. 

William  Seale,  who  coauthored 
Temples  of  Democracy,  a  definitive 
work  on  the  architecture  of  U.S. 
state  capitol  buildings,  will  con- 
tinue as  Nineteenth  Century's  edi- 
tor. Margaret  Kelly,  who  is  the  as- 
sistant curator  of  The  Forbes 
Magazine  Collections  and  holds  a 
master's  degree  in  art  history  from 
New  York  University's  Institute  of 
Fine  Arts,  is  the  magazine's  new 
general  manager. 

It  appears  the  middle  class  of 
the  19th  century  liked  its  creature 
comforts.  A  recent  issue  of  Nine- 
teenth Century  contained  this  old 
cold  cure:  "one  pound  of  liverwort 
boiled  in  water,  one-quarter-pound 
ball  of  licorice,  one-quarter-pound 
loaf  sugar,  a  half  pint  of  gin— three 
times  a  day."  Apparently  the  last 
century's  cold  cures  were  as  exu- 
berant as  its  stock  market. 

Individual  membership  in  The 
Victorian  Society  in  America,  in- 
cluding a  subscription  to  the  maga- 
zine, is  $15  a  year.  The  address  of 
the  Society  is:  East  Washington 
Square,  Philadelphia,  Pa.  19106.  ■ 
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This  is  the  copier 
that's  replacing  Xerox. 


Since  the  first  of  the  year,  a  lot  of  businessmen 
have  had  second  thoughts  about  their  Xerox 
copiers.  They've  realized  that  between  the  jam  ups 
and  the  breakdowns  that  speedy  Xerox  was  fast 
becoming  the  office  bottleneck. 

That's  why  so  many  businesses  have  switched  off 
Xerox  and  on  to  the  new  Savin  770  plain  paper 
copier.  The  Savin  770  has  been  designed  to  keep 
working.  Our  paper  moves  in  a  simple  path  from 
storage  cassette  to  reproduction  through  the 
shortest  possible  distance.  Less  distance  travelled 
means  less  chance  for  jam  ups. 

Not  only  do  our  copies  keep  coming  out,  but  they 
keep  coming  out  better.  That's  because  the  Savin 
770  has  a  mind!  An  electronic  brain  reads  every 
document  first  then  automatically  makes  whatever 
adjustment  it  deems  necessary  to  ensure  a  clear, 
clean,  needle  sharp  copy,  every  time--regardless  of 
the  condition  of  the  original-whether  you  copy  on 
one  side  or  two. 

We've  even  made  paper  handling  a  lot  handier. 
Pre-cut  bond  paper  is  stored  in  see-through 


©Savin,  and  Savin  logotype  are  registered  trademarks 
of  Savin  Business  Machines  Corporation. 

©Xerox  is  a  registered  trademark  of  Xerox  Corporation. 


cassettes  in  both  letter  and  legal  size.  To  simply  go 
from  one  size  to  another--simply  pull  a  lever. 

It's  no  wonder  then,  that  the  new  Savin  770  plain 
paper  copier  is  turning  up  everywhere  you  turn 
today.  Just  look  around  the  office  for  it.  You  can't 
miss  it,  it's  where  the  Xerox  used  to  be. 

Call  us  for  a  demonstration-we'll  not  only  do  it 
right  in  your  own  office,  we'll  show  you  how  you 
can  copy  for  less  from  now  on.  For  more 
information  use  the  coupon  below. 


SAVIN 
BUSINESS 
MACHINES 
CORPORATION 


Savin,  Valhalla,  N.Y.  10595  F7215 
□  Please  provide  additional  information  about  the 
Savin  770  Copier. 

Name/Title  

Firm  


Telephone. 

Address  

City  


State. 


^Zip. 
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Trends  &  Tangents 


Foreign 


Never  On  Monday 

It  used  to  be  that  you  simply  had 
to  wait  until  Tuesday  if  you  wanted 
to  declare  bankruptcy  in  Britain.  The 
London  Bankruptcy  Court  only  sat 
Tuesdays  through  Fridays.  So  crowd- 
ed is  the  calendar  in  these  troubled 
times,  however,  that  the  bewigged 
bankruptcy  judges  reluctantly  agreed 
to  open  up  shop  on  Monday  as  well 
from  now  on. 

La  Gastronomie  Economique 

Travelers  to  France  this  year  who 
find  the  prices  of  haute  cuisine  a 
bit  too  haute  may  wish  to  consult  he 
Relais  Routier  (The  Road  Stop),  one 
of  the  less  well-known  competitors  of 
the  Guides  Michelin.  Written  express- 
ly for  French  truck  drivers,  he  Relais 
Routier  is  in  fact  an  unbeatable  guide 
to  inexpensive  dining  in  France. 
French  truckers  are  much  more  se- 
lective than  their  U.S.  counterparts. 
They  recently  went  on  strike  because 
unusual  customs  delays  were  forcing 
them  to  stay  overnight  in  Britain  on 
cross-Channel  hauls  and  thereby  mak- 
ing them  endure  English  cuisine. 


Business 


Let  It  Snow 

Jerry  Ford  fell  on  it,  the  U.S.  Olym- 
pic team  trained  on  it  and  the  $600- 
million  ski  industry  would  die  with- 
out it.  Snowmaking,  the  savior  of  New 
England  ski  resorts  earlier  this  season, 
is  the  preserve  of  four  family-owned 
companies  with  less  than  $8  million 
in  annual  sales.  Larchmont  Engineer- 
ing of  Lexington,  Mass.  is  credited 
with  the  1951  discovery  of  the  pro- 
cess. Since  then  Dewey  Electronics' 
Hedco  division,  Snow  Machines  Inter- 
national and  Ratnick  Industries  have 
entered  the  market,  which  seems  to 
be  growing  these  days.  Close  to  30 
Colorado  resorts,  chastened  after  this 
year's  snow  drought,  are  contemplat- 
ing the  purchase  of  snow  machines, 
as  are  ski-area  operators  around  the 
world. 

Guilt  By  Association 

The  "Environmentally  Safe"  signs 
that  are  so  prominent  in  spray- 
paint  displays  this  year  are  part  of  an 
industrywide  counterattack:  The  man- 
ufacturers want  to  make  it  clear  that 
spray  paints  are  ozone-safe.  The  con- 
fusion started  last  fall  when  the  Food 


&  Drug  Administration  warned  that 
aerosol  propellants  might  be  damag- 
ing the  air's  ozone  layer,  without  dis- 
tinguishing clearly  between  harmful 
fluorocarbons  and  nonharmful  hydro- 
carbons used  in  most  spray  paints. 
The  immediate  effect  on  the  industry 
was  depressed  sales  in  November  and 
December.  One  leading  manufactur- 
er, Plasti-Kote,  reported  sales  12%  be- 
low the  same  period  for  1975.  But 
with  the  labeling  campaign  gaining 
visibility,  January  sales  have  recov- 
ered, and  total  1977  sales  should  out- 
pace last  year's  300-inillion-plus  cans. 

Sun  Belt  Omen? 

Another  sign  that  more  companies 
are  finding  California's  business  cli- 
mate inhospitable  (Forbes,  Jan.  15) 
appeared  recently  when  Signal  Cos. 
prepared  to  move  its  headquarters 
staff  from  plush  quarters  in  Beverly 
Hills  to  the  more  rustic  environment 
of  Reno,  Nev.  In  fact,  the  move  did 
not  come  off,  because  company  scouts 
reported  that  the  Nevada  city  faced  a 
housing  shortage  due  to  a  combi- 
nation of  the  construction  of  a  large 
new  hotel-casino  and  inadequate  sew- 
age treatment  capacity.  But  more  sig- 
nificant were  Signal's  reasons  for  seek- 
ing a  new  corporate  home.  One  was 
Beverly  Hills'  notorious  traffic  con- 
gestion; another  was  the  potential 
tax  savings  for  the  90  or  so  head- 
quarters personnel  that  would  have 
resulted  from  the  proposed  move  to 
Reno.  Unlike  California,  Nevada  has 
no  personal  income  tax,  and  its  prop- 
erty taxes  are  much  lower. 

Dial  R&D 

One  unique  service  enjoyed  by 
Pennsylvania  businessmen  is  govern- 
ment-supplied consultation  on  re- 
search and  development.  A  phone 
call  to  one  of  24  offices  of  the  Penn 
State  Continuing  Education  Program 
puts  you  in  touch  with  a  staff  of  prob- 
lem-solvers, including  chemical  and 
electrical  engineers,  a  petroleum  geol- 
ogist, a  fire  technologist  and  a  metal- 
lurgist. Cost  of  the  service,  called 
PennTAP  (for  Pennsylvania  Technical 
Assistance  Program),  is  split  about 
evenly  among  the  state  Commerce  De- 
partment, Penn  State  University  and 
outside  contributors.  The  largest  of 
five  similar  state  programs,  it  has  been 
in  existence  for  ten  years  and  last  year 
cost  about  $400,000.  PennTAP  esti- 
mates that  last  year  it  saved  private 
industry  over  $2.4  million  in  techni- 
cal goofs. 


The  Director's  Mite 

Want  to  pick  up  an  extra  $8,000 
this  year  for  only  eight  days  of  work? 
One  way  to  do  it,  quite  legally  and 
honorably,  is  to  be  a  corporate  direc- 
tor. According  to  a  study  by  Heidrick 
&  Struggles,  an  international  manage- 
ment consulting  firm,  as  boards  have 
gotten  smaller,  their  members  have 
become  better  paid— 73%  better  over 
the  last  five  years.  The  typical  out- 
side director  is  on  three  boards  and  is 
compensated  $18,900  for  his  24  days 
of  work,  provided  one  does  not  count 
the  often  extensive  time  spent  in 
preparation.  But  pick  your  company 
carefully.  Companies  in  the  utilities 
industry  are  quite  generous,  paying 
an  average  of  $9,726  to  an  outside 
director.  Small  industrial  companies, 
with  sales  between  $90  million  and 
$150  million,  pay  an  average  of  only 
$5,152.  But  industrial  companies  with 
sales  of  over  $1  billion  pay  a  hand- 
some $12,491  on  average  to  outside 
board  members. 

New  Dish  In  Town 

Cable  TV  watchers  have  long  been 
one  of  the  prime  users  of  communica- 
tions satellites,  but  only  100  of  the 
3,400  U.S.  cable  systems  have  been 
able  to  afford  the  huge  "dishes"  that 
act  as  earth  receivers  for  satellite  sig- 
nals. The  Federal  Communications 
Commission  recently  changed  that 
by  permitting  a  smaller,  15-foot-dia- 
meter  dish  to  be  used  for  signal  re- 
ception. The  new  facility  costs  about 
one-third  as  much  as  the  larger, 
$100,000  models.  The  FCC  ruling  will 
enable  small,  local  cable  systems  to 
take  advantage  of  program  packages 
offered  by  distant  metropolitan  pay 
cable  operations. 


Washington 


A  Modest  Proposal 

The  Securities  &  Exchange  Com- 
mission proposes  that  foreign  compa- 
nies listed  on  U.S.  exchanges  make 
the  same  disclosures  as  do  domestic 
companies.  If  this  sounds  drastic,  it  is 
in  fact  a  rather  modest  proposal.  The 
majority  of  the  100  foreign  compa- 
nies now  listed  on  the  Big  Board  and 
the  Amex  are  Canadian,  many  of 
which  already  file  the  usual  forms 
with  the  SEC.  Most  of  the  rest  are 
British  and  are  required  to  file  with 
their  own  stock  exchanges  data  that  is 
about  as  revealing.  The  loudest  com- 
plaint: It  adds  more  paperwork.  ■ 
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Readers  Say 


Helping  Mr.  Carter 

Sir:  In  "Zero  Budgeting  May  Not 
Really  Be  Feasible"  (Fact  and  Com- 
ment, Jan.  1),  I  like  your  suggestion, 
"If  I  were  Mr.  Carter  I'd  ask  the  same 
questions.  ..."  I  need  a  copy  of  Mo- 
bil's "Economic  Impact  Statement" 
[that  you  referred  to]  so  that  we  can 
ask  ourselves  these  questions,  thus 
possibly  saving  Mr.  Carter  the  trouble. 

—Robert  O.  Maxson 
Special  Assistant  for  Research, 
Dept.  of  the  Interior 
Reston,  Va. 

Taxes,  Not  Ecology 

Sir:  Re  "California's  Paradise  Lost" 
(Jan.  15).  Much  of  the  opposition  to 
growth  has  been  framed  in  terms  of 
environmental  objectives.  To  a  con- 
siderable extent,  however,  this  opposi- 
tion reflects  a  growing  disillusion  with 
the  traditional  booster  syndrome  that 
"economic  growth  will  broaden  the 
tax  base"  (which  it  has)  and  thereby 
finance  rising  public  expenditures 
without  an  increase  in  taxes  (which 
it  clearly  has  not).  In  the  San  Fran- 
cisco Bay  area,  per-capita  property 
taxes  have  more  than  tripled  in  little 
more  than  a  decade. 

—Verle  R.  Johnston 
Novato,  Calif. 

Airing  On  Air  Bag 

Sir:  Re  "Air  Bag  Decision  Deflates 
Coleman"  (Fact  and  Comment,  Jan. 
15).  With  air  bags  at  $300  per  vehi- 
cle and  10  million  new  cars  produced 
per  year,  you  are  asking  us  purchasers 
to  lay  out  $250,000  to  save  each  of 
those  12,000  people  who  do  not  use 
restraint  systems  already  provided. 

—Turrell  Uleman 
Pittsburgh,  Pa. 
Sir:  Wouldn't  it  be  much  simpler 
and  less  cosdy,  particularly  for  those 
of  us  who  have  regularly  used  seat 
belts,  to  make  their  use  mandatory? 

—Lance  J.  Friedsam 
New  Canaan,  Conn. 
Sir:  How  about  mandating  air  bags 
for  motorcycles? 

—Frank  A.  Mingle 
Essex  Fells,  N.J. 

Wrong  . . .  For  Now 

Sir:  Here  it  is  February  and  my 
prediction  for  double-digit  inflation 
("One  Man's  Depressing  'Optimism,'  " 
Fact  and  Comment,  May  15,  1976)  is 
all  wet  and  your  prediction  is  all 
dry.  However,  steel  prices  are  going 
up  and  will  continue  to  do  so,  and 


that  is  still  my  reason  for  increased  in- 
flation in  the  future.  At  least  in  the 
part  that  affects  Unarco's  business  di- 
rectly, I  was  right. 

—David  S.  Leavitt 
President, 
Unarco  Industries,  Inc. 

Chicago,  III. 


More  Inflation 

Sir:  In  your  article  regarding  a  new 
dam  and  lock  on  the  Mississippi  River 
(Jan.  15),  you  imply  that  a  user  tax 
on  the  barge  lines  would  be  benefi- 
cial to  the  taxpayer.  This  is  incon- 
sistent with  your  inflation  essay  (Nov. 
15) .  Barges  haul  bulk  and  any  tax  will 
be  passed  along  to  the  user  of  that 
bulk.  When  that  gets  diffused  up  the 
chain  to  the  end  product,  it  gets  mul- 
tiplied several  times  and  the  end  user 
winds  up  paying  five  or  ten  times  the 
original  increase,  and  we  have  some 
more  "inflation." 

— S.  William  Schwetitcrhj 
Washington,  D.C. 


How  Much  Surplus? 

Sir:  The  article  "Cumulative  Trau- 
ma" (Dec.  1)  states  that  "several 
states  administer  their  own  nonprofit 
workers'  comp  schemes;  California's 
plan,  which  writes  about  25%  of  all 
premiums  in  the  state,  is  said  to  be  al- 
most out  of  surplus  funds."  California's 
State  Compensation  Insurance  Fund 
had  a  third-quarter  1976  surplus  of 
$39.3  million.  This  compares  favor- 
ably with  a  year-end  1975  surplus  of 
$36.2  million  and  a  year-end  1974 
surplus  of  $48.5  million. 

—Tom  H.  Dewey 
Communications  Manager, 

State  Compensation  Insurance  Fund 
San  Francisco,  Calif. 


Price  And  Service 

Sir:  Re  "Understanding  The  Japa- 
nese Mind  Is  Reputedly  Difficult" 
(Fact  and  Comment,  Jan.  15).  The 
Japanese  commercial  success  in  the 
U.S.  is  not  only  in  areas  of  price,  but 
in  their  quality  and  marketing.  A  few 
months  ago,  I  wanted  information 
from  Sony  and  JVC  about  videotape 
recorders;  from  Raytheon,  about  their 
microwave  oven.  Both  the  Japanese 
companies  had  letters  in  my  hands 
within  three  weeks;  JVC  also  had  a 
very  well-informed  individual  call  me. 
Raytheon,  no  reply.  I  wrote  the  presi- 
dent of  Raytheon  and  received  a  nice 
letter  saying  I  would  be  contacted, 
but  never  was.  When  I  moved,  I  found 


This  valuable 
advertising 
space 
for  sale. 

A  tie  can  be  an  advertising  me- 
dium. One  that  helps  your  company 
advertise  its  solidity,  its  management 
team  spirit,  or  just  plain  company 
pride. 

We  at  Reis  of  New  Haven  are  spe- 
cialists in  this  form  of  advertising— 
for  companies  like  Gates  Learjet, 
Leica  Camera  and  Budd  Co.  And 
our  fine  neckwear  has  been  sold  in 
stores  like  Brooks  Brothers  for  over 
25  years. 

Call  or  write  Pamela  Reis  at  Reis 
of  New  Haven,  York  Industrial 
Center,  West  Haven,  Conn.  06516 
(203-932-2231)  or  at  our  New  York 
office,  Ten  Park  Avenue,  New  York, 
NY.  10016  (212-683-0678). 

Give  your  people  another  reason 
to  hold  their  heads  up  high. 
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The  Meeting-place  for  Meeting  Success 

Mountain  serenity  in  a  private  club  atmosphere  enhances  con- 
centration. Excellent,  fully  equipped  meeting  rooms  for  groups 
of  10  to  250.  Delicious  meals.  Superb  facilities  for  relaxation 
and  recreation.  All  seasonal  sports.  Only  100  miles  from  New 
York  and  Philadelphia.  Write  for  Conference  Booklet. 

SKYTOP  LODGE,  Box  40,  SKYTOP,  PA.  18357 


U.  S.  VIRGIN  ISLANDS 

F  TAX 

EXEMPTIONS 


DUTY 
FREE 

ENTRY  INTO  THE 
UNITED  STATES 
I  QUALIFIED  MANUFACTURERS 

^         WITH  A 

■L  CENTRAL 

m.  LOCATION 


WRITE 

INDUSTRIAL  DEVELOPMENT  COMMISSION 

P.O.  BOX  FB7  ST.  THOMAS  U.S.  VIRGIN  ISLANDS  00801 

Dr.  Auguste  E.  Rimpel  Jr. — Commissioner  of  Commerce 
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-TITLE- 


ADDRESS 
CITY  


-COUNTRY- 


_ZIP_ 


Readers  Say 


that  my  Sony  cassette  recorder  wa 
picking  up  a  hum.  The  local  repaii 
man  found  nothing  wrong.  I  wrot 
Sony.  I  was  called  by  a  man  in  Chi 
cago  who  said  he  had  received  a  2j 
foot-long  Telex  from  Japan  on  m; 
problem.  A  Sony  technical  field  rep 
resentative  called  in  two  days.  I  neve) 
had  this  sort  of  treatment  from  mos- 
American  manufacturers. 

—Frederick  S.  Cuthbert 
Indianapolis,  In 

Telling  It  Like  It  Is 

Sir:  Recently  I  learned  that  Citj 
corp  and  two  other  major  companie 
were  printing  on  the  back  of  their  div 
idend  checks  the  statement:  "This  dry 
idend  is  being  taxed  twice  by  you 
government.  Do  you  wish  to  ask  you 
congressman  about  this?"  A  particu 
larly  appropriate  [question]  at  thii 
time  of  year. 

—Roger  Millike 
Presiden, 
Milliken  ix  Cc 
Spartanburg,  S.C 

Sir:  All  corporate  income  taxes  pait 
should  be  listed  under  the  headin 
"political  tariffs." 

-B.W.  Brow 
Hattiesburg,  Misi 

J.C.  Penney 

Sir:  Re  the  article  on  J.C.  Penne 
(Jan.  15).  The  correct  spelling  of  ou 
chairman's  name  is  Seibert.  The  nurr 
ber  of  analysts'  meetings  held  in  197 
was  exactly  the  same  as  in  precec 
ing  years.  Our  sales  for  the  last  fiscs 
year  were  $7.68  billion;  the  $8.5-bi 
lion  figure  in  the  article  was  for  th 
running  53  weeks  ended  Oct.  3] 
1976.  Our  full-line  stores  contribut 
two-thirds  of  J.C.  Penney  store  sale: 
rather  than  total  company  sales.  I 
the  last  fiscal  year  catalog  sales  wer 
$690  million.  Our  second  catalog  di: 
tribution  center  opened  in  Atlanta  i 
1969;  the  third  is  located  in  Colun 
bus,  Ohio  and  has  been  in  operatio 
since  1974. 

—Sylvia  Dresne 
Corporate  Informatioi 
J.C.  Penney  Co.,  In* 
New  York,  N.l| 

Post  Office  Sexism 

Sir:  I  am  becoming  concerned  ovt 
the  term  "mailbox."  This  could  b 
considered  sexist.  I  would  weleom 
suggestions  on  an  appropriate  chang 
for  this  name. 

—Stephen  Clifto 
New  York,  N.l 
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Report  from  Number  One  Wall  Street 


ifaifgang  W.  Koenig,  Vice  President 
iternatiorud  Corporate  Banking  Group 


The  multinational 

solution.  Floating  exchange 

ites,  the  diversity  of  overseas  financial 
ractices,  and  constantly  changing 
ountry  regulations  add  a  complex 
imension  to  the  finance  decisions  of 
■\e  multinational  treasurer.  "Questions 
n  net  asset  exposure,  subsidiary  capi- 
ilization,  and  estimating  the  risks  asso- 
iated  with  foreign  currency  borrowings 
re  just  a  few  of  the  problems  that 
omplicate  the  life  of  our  corporate 
lends,"  says  Wolf  Koenig. 

Koenig  should  know.  As  head  of 
le  Irving  s  International  Corporate 
•anking  Group,  he  and  the  select 
medalists  who  work  with  him  look  at 
~\e  problems  of  international  finance 
very  day. 

He  views  these  problems,  not  only 
/ith  the  eye  of  the  banker,  but  from  the 
orporate  treasurers  viewpoint,  geared 
^  a  global  outlook. 

"What  we  seek  is  an  objectivity 
lat  will  produce  long-term  benefits," 
ays  Koenig.  "We  are  prepared  to  work 
/ith  customers  on  a  variety  of  interna- 
onal  finance  subjects  and  help  them 
evelop  alternate  solutions  to  diffi- 
ult  problems.  We  have  to  produce 
lore  than  loan  services. .  .and  we  do." 

Recommending  financing  pro- 
rams  for  specific  foreign  markets. 
Assisting  companies  with  their  expan- 
1011  plans  overseas.  Counseling  them 
>n  how  to  minimize  the  impact  of 
scent  accounting  changes  regarding 
reatment  of  overseas  subsidiary 
arnings.  These  are  just  a  few  of  the 
Kings  we  do  that  provide  unique 
ervices  for  you. 


Gary  L.  Davenport,  Vice  President 
Employee  Bene/ it  Trust  Department 
Pcrsorud  Trust  Division 


He  really  knows 

ERISA  ■  When  the  Employee 
Retirement  Income  Security  Act  of 
1 974  was  passed  into  law,  its  publication 
took  the  tomi  of  a  formidable  387-page 
volume  in  fine  print.  Many  banks  sim- 
ply sent  along  the  weighty  tome  to  their 
customers.  But  the  Irving  s  customers 
got  something  more:  a  16-page  outline 
keyed  to  the  pertinent  provisions  of 
the  new  law— thus  providing  an  instant 
overview  for  busy  executives. 

The  outline  was  the  work  of  Gary 
Davenport,  the  Irvings  resident  expert 
on  the  intricacies  of  ERISA.  Daven- 
port, who  followed  the  progress  of  the 
new  law  from  its  inception  in  Congress 
to  the  present,  continues  to  keep  our 
staff  and  customers  informed  as  to  new 
regulations  and  developments  pertain- 
ing to  the  law's  implementation  by 
both  the  Department  of  Labor  and  the 
Treasury. 

"Despite  ERISAs  complexities, 
we  take  a  pragmatic  approach  to  its 
application,"  says  Davenport,  who  is  a 
member  of  a  businessmen's  committee 
which  works  with  governmental  agen- 
cies responsible  for  issuing  ERISA 
regulations.  "To  help  the  agencies  fully 
understand  the  special  needs  of  industry 
and  our  customers,  we  try  to  provide 
guidance  related  to  the  actual  operations 
of  current  retirement  programs." 

Staying  on  top  of  complex  and 
changing  situations  is  one  aspect  of  the 
Irvings  unique  ability  to  provide 
service.  It's  something  our  customers 
have  come  to  expect  from  us. 


Charles).  Wells,  Assistant  Vice  President 
Agencies  Unit,  Corporate  Trust  Department 


His  expertise  pays 
dividends  for  you.  Any 

one  with  a  problem  relating  to  Stock 
Transfer  or  Security-holder  Accounting 
can  use  the  help  of  a  man  like  Charlie 
Wells.  Charlie  has  over  thirty  years 
experience  in  the  stock  transfer  business 
and  currently  chaits  the  New  York 
Regional  Operations  Committee  of  the 
Stock  Transfer  Association.  In  this 
capacity,  he  keeps  abreast  of  the  latest 
developments  in  the  securities  industry 
with  a  current  focus  on  legislation  and 
tax  reform. 

Are  you  going  public  for  the  first 
time?  Perhaps  you  need  help  with  a 
secondary  offering?  Do  you  contemplate 
any  problems  in  complying  with  the 
1975  Securities  Act  amendments  as 
they  relate  to  Stock  Transferor  Security- 
holder Accounting  ?  Charlie  Wells  is 
the  man  with  the  answers. 

Tike  the  case  of  a  corporate  friend 
of  ours  who  performs  his  own  transfer 
and  record-keeping  functions.  This 
company  anticipated  a  problem  during 
conversion  to  an  on-line  computer  sys- 
tem. Charlie  and  his  associates  were 
able  to  help  by  taking  over  the  transfer 
work  during  conversion,  thus  keeping 
the  customer  posted  up  to  date  for 
dividend  purposes. 

Immediate  response  to  customer 
needs— it's  one  of  the  things  that  helps 
make  the  Irving  unique. 


Irving  Trust  Company.  Unique.  Worldwi 

ember  fo ic  A  CHARTER  NEW  YORK  BANK 


What  is  Case  doing 

to  help  quench 
the  world's  thirst? 


There's  plenty  of  water  on  our  planet,  but 
ere  is  a  problem  in  getting  it  from  where  it  is  to 
lere  it's  needed.  More  problems  are  then  en- 
>untered  in  treating, 
oring,  pumping,  de- 
'ering,  and  recycling 
is  vital  fluid. 

Case,  and  its  Drott 
id  Davis  divisions, 
ay  an  important  role 
helping  solve  these 
oblems.  Over  half  of 
e  units  in  the  long 
ase  line  of  some  80 
achines  serve  major 
eas  of  water  use,  dis- 
bution,  control  and 
mservation. 

Keeping  life-giving 
ater  flowing  is  a  global  undertaking.  Its  impor- 
nce  is  illustrated  by  the  fact,  that  in  North 
nerica  alone,  almost  a  third  of  the  total  dollar 
ilume  for  all  construction  during  1976  is  ear- 
arked  for  water  use  and  control  projects. 

Drott  hydraulic  excavators  and  Case  crawler 
>zers  and  loaders  are  extensively  involved  in 


Foreground — Davis  trenchers;  Midd 
rear — Drott  excavators.  For  more  i 
Company,  Racine  Wisconsin  53404. 


the  construction  and  maintenance  of  holding 
ponds,  reservoirs,  diversion  and  watershed 
facilities,  irrigation  canals  and  water  treatment 

installations. 

Davis  trenchers 
and  Case  backhoes  are 
leaders  in  the  excava- 
tion of  underground 
utilities  distribution 
systems.  This  work  in- 
cludes trenching,  bor- 
ing, and  the  direct 
placement  of  lines  not 
only  for  water,  but  also 
for  sewage,  electricity, 
gas  and  communica- 
tions services. 

Making  the  earth 
our  business  has  estab- 
lished Case  as  the  No.  1  producer  of  digging 
equipment.  And  digging  is  a  very  big  business, 
so  big  that  Case  ranks  as  one  of  the  top  three 
in  the  construction  machinery  industry  in 
North  America. 

J  I  Case 

A  Tenneco  Company 


le — Case  backhoe/loaders;  At 
nformation,  contact  J  I  Case 


loing  something  about  it 


Flie  creative  electric  company  makes 
iistribution  centers  perform  any wher 


si    ~"   — ----- 


Today  new  energy  sources  are  being 
found  in  many  remote  and  difficult-to- 
reach  locations.  Offshore  and  Alaska, 
for  example,  present  tough  working 
environments. 

Gould's  Power  Distribution  Centers 
help  by  providing  electrical  power 
where  it  s  needed.  PDCs  are  trans- 
portable modules  containing  motor 
control  equipment  and  electrical 
switchgear.  They're  rugged  enough 
to  withstand  hurricanes  and  Alaskan 
snow  ioads. 

As  the  emphasis  on  the  "electric 


society'  increases,  so  does  Gould  s 
growth  opportunity  in  electrical 
products.  We  concentrate  on  products 
that  transmit,  distribute,  store,  control 
and  convert  electrical  energy.  In  fact, 
over  70%  of  our  business  is  in 
these  areas.  So  the  electric  economy 
provides  a  firm  base  for  our  growth 

Today,  Gould  is  the  market  or 
technology  leader  in  most  of  our 
product  lines.  For  example,  energy- 
efficient  motors,  maintenance-free 
batteries  and  safer  electric  switchgear. 

We've  achieved  an  annual  compound 


growth  rate  of  1 7.3%  in  net  profits  3 
1968  Our  commitment  to  product 
development  and  superior  manage 
ment  performance  assures  a  con- 
tinuation of  our  above-average  grc 
If  you  d  like  to  know  more  about  th 
new  Gould,  please  write  Gould  Inc 
10  Gould  Center,  Rolling  Meadow^ 
Illinois  60008. 

->  GOULC 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


OUR  EFFORTS  AT  A  VOLUNTEER  MILITARY  ARE  A  FLOP 


The  quicker  we  return  to  the  draft  the  better  off  this 
country  will  be. 

Trying  to  keep  our  armed  services  at  a  minimal  required 
strength  of  2.1  million  by  paying  as  well  as,  and  in  many 
instances  better  than,  civilian  jobs  is  not  only  far  too  cost- 
ly, but  is  not  even  filling  the  ranks. 

It's  fitting  and  wise  to  pay  career  cadres  well.  But  uni- 
versal national  service  at  modest  compensation  by  every 
physically  fit  American  youth  for  12  or  15  months  follow- 
ing one's  18th  birthday  is  not  much  to  ask  of  those  for- 
tunate enough  to  live  in  our  extraordinarily  blessed  coun- 
try. And  the  experience  of  serving  in  the  military  or  in 
a  peace  corps  (domestic  or  foreign)  can  only  be  good  for 
all— probably  as  valuable  an  experience  as  academic  ex- 
posure. The  latter  can  follow,  if  desired. 

We've  tried  now  for  four  years  to  buy  our  manpower 


strength.  When  you  add  in  retirement  costs  and  multiple 
other  benefits,  the  drain  on  the  ever-increasing  defense 
budget  is  too  great,  as  well  as  unnecessary. 

There's  a  further  danger  in  having  a  totally  profession- 
al military,  where  the  leavening  influence  of  civilians  tem- 
porarily under  arms  is  lacking.  In  the  present  setup,  too, 
a  racial  imbalance  is  growing,  with  22%  of  the  all-volun- 
teer army  now  black  as  compared  with  12%  of  the  U.S. 
population.  This  can  only  hurt  race  relations. 

I  don't  suppose  it  would  be  politic  for  President  Carter 
to  take  the  bit  in  his  teeth  so  soon,  but  I  hope  Defense 
Secretary  Brown  tackles  the  problem  and  paves  the  way. 

America's  military  strength  is  the  Free  World's  shield. 
Briefly  requiring  universal  service  on  the  country's  behalf 
will  not  only  strengthen  that  shield  but  strengthen  democ- 
racy at  home. 


PRESIDENT  KENNEDY  WAS  ASSASSINATED  BY  A  CRACKPOT  LONER 

Until  recently,  I  used  to  think  anybody  who  thought 
otherwise  was  letting  their  imagination  carry  'em  away. 
Now  I'm  not  so  sure. 

IF  YOU  THINK  WE  HAVE  TROUBLES  WITH  OUR  ALLIES 


take  solace  from  observing  Russia's  relations  with  those 
countries  she  seeks  to  woo  or  those  she  has  firmly  under 
her  military  boot.  After  years  of  effort  and  billions  of  ru- 
bles in  the  Arab  world,  she  has  only  Iraq  and  Libya  as 
"friends"— of  the  moment.  Poland  is  near  explosion.  Ru- 
mania follows  quite  an  independent  course.  The  East  Ger- 
mans are  unhappy  at  exporting  their  all  to  Moscow  and 


Iron-Curtained  neighbors.  India  is  haggling  over  her  debts 
to  Russia  and  has  returned  her  ambassador  to  China. 
Though  many  black  Africans  eagerly  accept  arms  from 
Moscow,  only  Idiot  Amin  seems  firmly  in  the  Red  tent. 

I  doubt  that  at  any  time  since  Stalin  signed  his  "Eternal 
Friendship"  pact  with  Hitler  has  the  U.S.S.R.  had  fewer 
real  friends,  less  dependable  allies. 


SUMMATION  ON  CY  VANCE 


Good  men,  they  say,  are  hard  to  find.  And  looking  back, 
it's  apparent  that  good  Secretaries  of  State  are  even  harder 
to  come  by.  When  the  dust  has  settled  and  perspective  is 
possible,  Henry  Kissinger  will  be  seen  as  one  of  the  few 
Greats  to  have  filled  that  job. 

I've  known  Cy  Vance  as  friend  and  neighbor  for  three 


decades,  and  the  qualifications  he  brings  to  the  job  were 
summarized  most  well  last  May  by  Leslie  H.  Gelb  in  the 
New  York  Times  Magazine; 

"Vance  did  not  rise  by  scoring  points  off  his  fel- 
low man.  He  always  left  his  associates  impressed. 
His  judgment  is  always  cautious  and  sound.  His  su- 
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periors  never  got  in  trouble  by  giving  Cy  the  job. 
And  the  job  always  got  done.  ...  If  he  makes  a 
proposal,  it's  going  to  be  something  that  works.  Ev- 
eryone would  get  a  hearing  with  Vance,  Like  a 
good  labor  negotiator,  he  finds  the  gaps  dividing 
the  parties  and  maneuvers  patiently  and  persistent- 
ly to  bring  the  two  sides  together.  He  is  a  healer." 


These  attributes  are  apt  to  be  exactly  right  for  the 
Secretary  of  State's  job  in  the  present  state  of  world  affairs. 
It'll  take  those  qualities  to  make  Middle  East  peace  a 
reality  instead  of  a  remote  possibility  and  to  reach  a  SALT 
agreement. 

I  think  President  Carter's  got  himself  an  unspectacular 
winner. 


THE  LEFT'S  LORD  BOUNTIFUL  HAS  A  BIRTHDAY  PARTY 


Stewart  Mott,  who  inherited  multimil- 
lions  from  his  father's  early-day  GM 
stockholdings,  has  epitomized  the  Inherit- 
ed Wealth  Guilt  Complex,  shoveling  out 
buckets  of  bucks  to  causes  and  causers  of 
the  more  liberal  left  in  polities  and  such. 

But  he  let  the  image  down  on  his  39th 
birthday,  when  he  spent  $25,000  on  a 


"Medieval  Middle  Ages"  party,  inviting 
667  friends  to  "dress  magnificently"  and 
join  him  for  a  feast.  Mr.  Mott  wore  a 
crown  and  ermine-trimmed  cape. 

Is  it  disillusioning,  or  reassuring,  to 
read  of  this  millionairymadcap  antic  by 
the  Lord  Bountiful  of  the  Guilty  Con- 
science Set? 


DENMARK:  TROUBLE,  DOUBT  IN  SOCIALISM'S  SHOWCASE 

In  this  pretty,  wonderful  land  of  pretty  wonderful  peo-      government  to  fall, 
pie,  the  tax  take  from  each  and  every  citizen  is  the  highest 
in  the  Free  World. 

The  price  of  the  government's  guaranteeing  everybody 
everything  he  needs  by  way  of  housing,  health,  educa- 
tion, jobs  or  equivalent  compensation  if  unemployed  is 
now  so  high  that  no  one  gets  to  keep  much  of  anything 
from  what  is  earned. 

The  unpopularity  of  confiscatory  taxes  has  caused  the 


But  the  hard  core  of  socialism  is  still  there,  as  witness 
this  observation  of  one  cab-driving  Dane  recently  to  me: 
"No  one  should  be  born  to  anything." 

*     #  # 

Sweden,  though,  apparently  hasn't  had  enough.  Now 
new  fathers  get  Paternity  Leave.  Pop  may  stay  home  with 
each  newborn  for  up  to  seven  months  and  collect  90% 
of  his  salary. 


HE  MUST  BE  A  FABULOUS  OLD  GENTLEMAN 


In  reply  to  a  letter  reminding  a  Forbes  subscriber  that 
it  was  time  to  renew,  with  an  offer  of  three  years  at  a 
savings  over  the  annual  rate,  William  Cooper  of  Elmira, 
N.Y.  wrote: 

"I  like  your  offer  but  .  .  . 

"On  the  London  to  Edinburgh  train  which 
stopped  at  most  local  stations  a  Scots  octagenarian 
popped  out  again  and  again,  returning  each  time  to 
the  same  seat. 

"  "Pardon  me'  said  his  compartment  mate,  "but 


are  you  in  trouble?  Can  I  help  you?' 

"  'Weel,'  replied  the  Scot,  'my  heart  man  says  I 
may  die  any  moment.  'Twould  be  a  pity  to  be  left 
with  an  unused  ticket.  So  I  buy  one  to  the  next  stop.' 

"As  my  next  birthday  is  my  95th,  I  tender  my 
check  to  renew  as  far  ahead  as  it  will— for  I  ha'  a 
wee  bit  of  Scot  in  me." 
The  check  was  for  one  year  and  four  months  of  issues. 
Don't  you  think  from  then  on  his  subscription  should 
be  on  the  house? 


"THE  ONLY  NEW  YORK  CITY  THIEF  I  KNOW  IS  ME' 


That's  how  Gerard  Gaussen,  the  French  Consul  Gen- 
eral in  New  York,  dismissed  what  he  called  the  over- 
sensationalizing  of  big  city  crime  in  the  international  press 
as  well  as  here.  At  luncheon  the  subject  came  up  in  con- 
nection with  the  occasionally  published  gripes  of  United 
Nations  personnel  about  the  dangers  on  the  streets  of 
New  York  City. 

Consul  General  Gaussen's  tale: 

VICTORY  IS  SWEETEST 


Almost  daily,  he  leaves  the  French  Consulate  for  a  jog 
in  Central  Park.  One  moaning  a  man  bumped  into  him 
and  ran  off.  M.  Gaussen  felt  for  his  wallet;  it  was  gone. 
After  hot  pursuit,  he  pounced  on  the  fellow  and  with 
breathless  fury  demanded:  "Give  me  the  wallet."  The  ter- 
rorized fellow  promptly  handed  it  over. 

On  returning  home,  the  Consul  General  discovered  he'd 
left  his  own  wallet  on  his  bureau. 

IF  YOU'VE  NEVER  FAILED 


when  vou've  known  defeat. 


you're  less  likely  to  succeed. 
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-Malcolm  S.  Forbes, 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind— M.S. F. 


Sapphire  Shades  of  Pegler 

The  most  likely  reason  for  [Car- 
ter's Inaugural  Address]  keynote  to 
be  so  low-key  as  to  be  no-key  is  that 
he  has  neither  a  world  view  nor  a 
philosophy.  He  has  not  become  Pres- 
ident to  accomplish  his  goal,  he  has 
accomplished  his  goal  by  becoming 
President. 

Those  who  give  his  speech  a  fast 
couple  of  claps  for  being  ungrandiose 
like  to  dwell  on  his  walk  as  evidence 
of  originality  and  common-manliness. 

Inauguration  Day,  1977,  was  the 
day  the  new  President  was  hailed  for 
being  a  pedestrian.  Unfortunately,  so 
was  his  speech. 

—William  Safire 
New  York  Times 

Pentagon  Power 

[In  projected  Pentagon  budget 
cuts]  we  are  not  happy  to  see  any  re- 
duction in  Army  manpower,  even  a 
mere  10,000.  We  are  disturbed  that 
all  of  the  $2.8  billion  [in  cuts  seem] 
to  fall  on  force  levels  and  procure- 
ment. This  is  the  muscle  of  the  Penta- 
gon, not  the  fat.  .  .  .  The  Soviet  "in- 


vestment" last  year  in  weapons,  equip- 
ment and  facilities  was  double  the 
U.S.  level.  What  this  means  is  that  the 
U.S.  spends  a  disproportionate  amount 
for  manpower  and  for  maintenance 
of  its  defense  establishment,  costs  that 
do  not  all  translate  into  real  power. 
...  To  [reduce  that  disproportion, 
Mr.  Carter]  would  have  to  tell  mili- 
tary retirees  and  those  soon  to  retire 
that  znilitary  pension  costs  are  rising 
too  rapidly  and  are  too  generous  in 
terms  of  permissible  retirement  age. 
He  would  have  to  tell  Congress  that 
4,000  military  bases  in  the  U.S.  alone 
are  far  too  many.  .  .  . 

— Wall  Street  Journal  editorial 

Let  Someone  Else  Do  It 

In  the  late  Sixties  and  early  Seven- 
ties, after  Ted  Kennedy  had  effective- 
ly lobbied  for  a  fairer  draft  lottery- 
students  would  be  drafted  along  with 
truckdrivers— he  went  to  college  cam- 
puses to  speak  against  a  volunteer 
Army.  "How  many  of  you  favor  an 
all-volunteer  Army?"  he  would  ask, 
and  raised  hands  would  fill  the  audi- 
toriums. "How  many  of  you  would 
volunteer?"  and  there  would  be  no 


hands.  "See?  You  want  someone  else 
to  do  it  for  you,  and  I'm  against  that.' 

—Richard  Reeves. 
New  York  magazine 

Energy  Well  Spent 
Saving  Fuel 

When  the  Scovill  Manufacturing 
Co.'s  new  plant  in  Rantoul,  111.  was 
designed,  a  special  boiler  that  can 
burn  surplus  sawdust  was  included, 
and  in  these  gas-short  days  it  gen- 
erates virtually  all  of  the  factory's 
steam.  .  .  .  The  Westinghouse  Elec- 
tric Corp.  cut  total  energy  consump- 
tion by  29%  between  1972  and  1976, 
by  such  innovations  as  air  locks  on 
warehouse  doors. 

Honeywell  Inc.,  where  gas  usage 
fell  by  32%  between  1972  and  1976, 
achieved  its  savings  largely  by  im- 
proving efficiency.  In  1972,  the  com- 
pany discovered  that  it  was  recycling 
air  in  its  facilities  nine  times  as  often 
as  health  standards  required,  raising 
heating  bills.  Boiler  efficiencies,  pre- 
viously 70  to  75%,  were  raised  to  80 
to  85%  and  inspections  are  made 
monthly  instead  of  twice  a  year. 

—Steven  Rattner,  N.Y.  Times 


RE  ALL  THE  TALK  ABOUT  STIMULATING  THE  ECONOMY 

By  M.S.  Forbes  Jr. 


President  Carter  and  Congress 
cannot  legislate  the  two  things  our 
shivering  economy  most  needs: 
better  weather  and  a  return  of 
consumer  and  business  confidence. 

Confidence  to  encourage  capital 
spending,  moreover,  will  be  tough 
to  come  by  as  long  as  the  Presi- 
dent leaves  open  the  possibility  of 
wage  and  price  controls. 

#    *  * 

Only  a  few  years  ago  when  the 
dollar  was  falling  and  falling,  the 
U.S.  was  treated  to  innumerable, 
finger-wagging  lectures  from  Eu- 
ropean central  bankers  and  gov- 
ernments about  the  disarray  of  our 
financial  affairs.  Our  rate  of  infla- 
tion exceeded  Britain's  and  our  red- 
inked  balance  of  payments  was  a 
source   of   concern   for  everyone. 

How  that  tune  has  changed! 

Today  the  countries  of  Western 
Europe,  Germany  excepted,  im- 
plore the  U.S.  to  rapidly  reflate  its 
economy.  They  express  gratitude 
for  Carter's  $31-billion  stimulation 
package  and  hint  they'd  like  to  see 
it  even  larger.  Our  ballooning  fed- 
eral deficit  worries  them  not  a  bit. 
England,   Italy,   Scandinavia  and 


even  France  say  that  their  econo- 
mies cannot  recover  without  the 
coattails  of  Uncle  Sam. 

Instead  of  proffering  solutions 
for  "shoring  up"  the  dollar,  for 
"soaking  up"  those  billions  of 
greenies  "sloshing  around"  over- 
seas, our  formerly  critical  friends 
tell  us  they  need  more  bucks  flow- 
ing in,  not  fewer;  that  the  once- 
deplorable  U.S.  trade  deficit  is 
now  a  mighty  good  thing,  and 
wouldn't  we  please  make  it  bigger? 

What  a  twist— in  their  current 
"thinking,"  the  disease  has  turned 
into  a  cure. 

*  *  * 
In  1975  President  Ford  and  his 
Secretary  of  State,  Henry  Kissin- 
ger, were  vociferously  denounced 
by  many  for  signing  the  30,000- 
word  charter  of  the  European  Se- 
curity Conference  at  Helsinki,  Fin- 
land. The  pair  were  accused  by 
Reaganites  and  others  of  formally 
recognizing  Eastern  Europe  as  a 
Russian  sphere  of  influence  in  re- 
turn for  vague  and  meaningless 
promises  about  expanding  human 
rights.  Helsinki  was  perceived  by 
many  people  as  a  major  diplo- 


matic victory  for  the  Soviet  Union. 

Some  victory.  Helsinki  is  turn- 
ing out  to  be  a  public  relations 
disaster  for  the  Russkies  and  their 
Eastern-bloc  counterparts.  Those 
vague,  "empty"  promises  about  hu- 
man rights  are  being  taken  literally 
by  growing  numbers  behind  the 
Iron  Curtain. 

East  Germans  defiantly  apply 
for  visas  to  the  West,  citing  the 
Helsinki  accords.  Hundreds  of  dis- 
sident Czechs  embarrass  their  Sta- 
linist government  by  publicly 
contrasting  its  repressive  behavior 
with  that  promised  in  the  charter. 

Russia  will  continue  to  be  the 
ultimate  master  of  Eastern  Europe, 
but  it  is  suffering,  and  will  con- 
tinue to  suffer,  propaganda  black 
eyes  from  never-meant-to-be-kept 
promises  made  at  Helsinki.  Her 
diplomats  believed  the  accords 
were  sufficiently  loopholed  so  that 
no  one  would  take  them  seriously. 
Instead,  Helsinki  has  provided 
democrats  with  a  formidable  yard- 
stick for  measuring  the  shortcom- 
ings of  Communist  governments 
when  it  comes  to  how  they  treat 
their  not-so-docile  citizens. 
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If  your  company  is  buying 
"one  size  fits  all"  insurance, 
that's  un-American. 

It  might  work  with  socks  or  scarves.  But  not  with  your  company's 
insurance. 

At  American  Mutual,  the  only  "size"  insurance  is  the  right  size  for 
you  —  and  we  do  a  lot  of  measuring  to  make  sure  it's  right. 

Insurance  that  fits  —  and  works  —  because  we  deal  direct.  That's 
the  American  way,  the  American  Mutual  way. 


American 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  0)880 

We  want  to  keep  you  safe,  and  sound. 


Forbes 


Not  Lively;  But  Less  Dead 

New  York's  real  estate  brokers  have  been  feeling 

for  the  bottom  for  a  long  time.  Some  think  they've  found  it.  Maybe. 

By  HAROLD  SENEKER 

Three  of  the  four  people  at  a  recent, 
hastily  arranged  lunch  in  the  presti- 
gious Rainbow  Room  65  floors  above 
Manhattan's  Rockefeller  Center  were 
executives  of  Cushman  &  Wakefield, 
one  of  New  York's  largest  real  estate 
brokers.  The  fourth  was  a  journalist. 

A  head  of  C&W's  uptown  office, 
the  head  of  the  downtown  office  and 
the  director  of  public  relations— a  lady 
with  a  more  than  passing  resemblance 
to  Eva  Marie  Saint— had  combined 
forces  on  short  notice  because  they 
were  hungry  for  an  upbeat  story  about 
New  York  real  estate. 

It  was  unfortunate  that  the  table 
commanded  a  spectacular  view  of  the 
city's  toughest  office-rental  problem, 
downtown  Manhattan.  It  reminded 
the  journalist  that  early  last  year,  that 
mountainous  jumble  of  buildings  at 
the  foot  of  the  island  had  harbored 
8.7  million  square  feet  of  empty  of- 
fice space— if  you  know  a  200-acre 
farm,  imagine  it  all  indoors. 

The  twin  towers  of  the  World 
Trade  Center  alone  hold  over  1.5  mil- 
lion unrented  square  feet,  vacant  lots 
have  appeared  on  Wall  Street  where 
two  office  buildings  used  to  be,  and 
there's  plenty  of  other  trouble  around 
town:  In  1976  the  annual  tally  by 
broker  Cross  &  Rrown  had  shown  an- 
other 17.6  million  square  feet  avail- 
able elsewhere  in  Manhattan,  for  a 
total  of  26.3  million.  That's  not  far 
short  of  a  square  mile,  and  it's  all  in, 
well,  New  York  City. 

Upbeat? 

"The  bottom  was  touched  in  New 
York  some  time  ago— I'd  say  in  1975 
—and  now  we're  moving  up  from  it," 
asserted  C&W's  uptown  man,  Mat- 
thew Stacom. 

"When  the  new  vacancy  figures  for 
Manhattan  come  out  this  year,  they'll 
definitely  show  an  improvement,"  said 
the  downtown  man,  Bertram  French. 
The  PR  rep,  Katie  Rosenberg,  smiled. 

Yet  there  was  substantially  more  go- 
ing for  their  case  than  good  food  and 
better  bourbon.  The  great  Manhat- 
tan office-space  glut  has  indeed 
peaked  out.  Available  new  space  (that 


Sign  Of  Life:  The  65-story,  $150-million  Citicorp  Center  on  Manhattan's  very 
stylish  East  Side  is  already  66%  rented,  though  unfinished.  Rents  are  $15  to  $18 
a  square  foot,  New  York's  highest;  large  space,  available  in  this  building,  is 
otherwise  hard  to  find  in  midtown.  "We  decided  four  years  ago  to  build,"  says 
a  spokesman,  "so  success  was  predictable.  Leases  for  large  space  run  15  to  25 
years;  you  know  what's  coming  up  fouryears  out."  The  bank,  which  will  use 
half  of  the  1 .3  million  square  feet,  is  fussy  about  renting  the  225,000  square 
feet  still  available:  "We  want  only  the  best  tenants.  Everything  is  first  class 
here;  some  people  want  a  Chevy,  some  prefer  a  Cadillac."  He  gloats,  "We  have 
a  Cadillac."  Citibank  hasn't  even  advertised  the  building.  . 
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ver  before  rented)  exceeded  10 
million  square  feet  three  years  ago; 
now  it's  down  to  6.9  million,  accord- 
ing to  a  respected  industry  survey, 
the  Studley  Report.  Conditions  are  still 
lousy,  to  be  sure— hence  the  lunch- 
but  that's  a  sharp  improvement  from 
disastrous.  The  prime  midtown  areas 
—Rockefeller  Center,  Park  Avenue  and 
upper  Fifth  Avenue— are  even  look- 
ing downright  healthy. 

What  has  happened?  First,  the 
building  boom  that  climaxed  in  the 
late  Sixties  and  early  Seventies  is  over. 
The  last  three  structures,  with  avail- 
able rental  space  totaling  900,000 
square  feet,  are  due  in  the  next  year 
or  so  and  the  largest,  midtown's  new 
Citicorp  Center  {see  caption),  is  al- 
ready largely  rented.  That's  a  far  cry 
from  the  5  million  square  feet  or  so 
that  were  coming  in  annually. 

Second,  amid  the  celebrated  cor- 
porate move-outs,  there  are  plenty  of 
corporate  stay-puts,  and  some  of  them 


are  quietly  expanding.  Rrokers  note 
that  times  have  turned  good  for  the 
networks,  the  ad  agencies,  publishers 
and  Wall  Street;  many  of  these  com- 
panies need  more  space.  Philip  Mor- 
ris, another  stay-in-town,  has  signed  a 
15-year  lease  increasing  its  Park  Ave- 
nue space  from  170,000  to  245,000 
square  feet.  There's  even  an  occasion- 
al move-in  or  two. 

Third,  there's  intracity  movement. 
A  stream  of  accountants  and  lawyers 
has  been  traveling  from  the  financial 
district  up  to  midtown  addresses. 

And  fourth,  a  possible  sign  for  the 
future:  A  few  old  office  buildings  have 
been  quietly  giving  up  the  ghost. 
There  are  those  vacant  lots  on  Wall 
Street  (313,000  square  feet  gone), 
and  another  downtown  building,  the 
old  W.R.  Grace  building  (almost 
200,000  square  feet),  is  headed  for 
conversion  into  apartments.  To  call 
what's  happening  a  recovery  still 
seems  premature;   demand  is  selec- 


Worst  Mess:  1166  Avenue  of  the 
Americas  is  a  44-story,  charcoal- 
colored,  unmitigated  disaster.  Tish- 
man  Realty  built  the  1.4-million- 
square-foot  project  near  Rockefeller 
Center  with  $81  million  lent  by  the 
New  York  State  Employees  Retirement 
System  and  assorted  banks,  and  over 
$30  million  of  its  own  money.  Enter 
inflation,  soaring  interest  and  taxes, 
deep  recession,  New  York's  near 
bankruptcy  and  office-space  glut. 
Tishman  finished  "1166"  in  1975— 
and  defaulted.  The  lenders  carried  the 
empty  building  a  while,  to  their  re- 
gret. Now  the  foreclosure  sale  is  over; 
the  employee  fund  owns  1166.  But 
the  building  still  needs  $20  million  to 
$40  million  in  floors,  ceilings,  lights, 
etc.  All  this  is  a  short  cab  ride  from 
the  Citicorp  Center  success  story, 
proving  that  New  York's  is  not  a  single 
real  estate  market,  but  hundreds  of 
unique  addresses,  some  in,  some  out. 


five,  to  say  the  least.  When  brokers 
say  the  midtown  market  is  firming 
up,  they  carefully  draw  their  lines  to 
exclude  the  Times  Square  area.  And 
while  real  estate  people  are  quick  to 
point  out  that  addresses  on  Wall 
Street  itself  are  finally  filling  up  ("One 
Wall  Street  is  virtually  100%  occu- 
pied," crows  one),  they  admit  second- 
ary buildings  go  begging. 

New  demand  is  trickling  in,  if  not 
pouring  in.  "Our  office  has  been  con- 
sistently busy  since  the  beginning  of 
December,"  says  a  Cross  &  Brown 
executive,  not  without  a  sense  of  relief. 

Next  to  attract  tenants,  the  brokers 
say,  will  be  the  newer  buildings  in 
peripheral  locations.  The  best-known 
white  elephant  downtown,  55  Water 
Street,  with  679,000  square  feet  still 
available,  is  said  to  have  several  deals 
cooking.  And  what  of  the  more  mar- 
ginal, older  buildings? 

"They'll  have  to  bite  the  bullet," 
admits  Cushman  &  Wakefield's  Ber- 
tram French,  back  at  the  luncheon. 
"The  big  tenants  don't  want  to  move 
into  the  old  buildings,  even  at  low 
rents."  American  Telephone  &  Tele- 
graph and  International  Business  Ma- 
chines are  actually  moving  ahead 
with  plans  for  new  buildings  in  mid- 
town,  designed  for  their  needs.  IBM 
is  considering  new  construction  at 
57th  Street  and  Madison  Avenue. 
The  telephone  company  already  has 
a  space  cleared  for  an  estimated 
700,000-square-foot  building  one 
block  south. 

Others  are  content  to  shop  for  bar- 
gains among  existing  buildings.  Bar- 
clays Bank,  the  London  giant,  has 
picked  up  a  14-story  building  down- 
town for  $2.4  million.  Its  tax  assess- 
ment is  $4  million  (market  values  used 
to  exceed  assessments  handily;  no 
more,  though  the  Barclays  deal  still 
seems  unusual) . 

To  people  who  think  New  York 
has  a  long-term  future,  current  prices 
seem  very  low.  Union  Carbide,  which 
will  move  to  Connecticut,  is  negotiat- 
ing the  sale  of  its  Park  Avenue  build- 
ing to  Manufacturers  Hanover  bank. 
The  asking  price  was  $131  million; 
the  final  price,  it  is  said,  will  be  much 
closer  to  $100  million.  And  Equitable 
Life  is  buying  up  Tishman  Realty 
properties  around  town  for  $107  mil- 
lion. Prudential,  too,  has  been  pick- 
ing up  office  buildings.  "Where  they 
have  a  choice,  the  insurance  compa- 
nies buy  rather  than  mortgage,"  says 
Stacom,  C&W's  uptown  man. 

"This  business  seems  to  lag  the 
business  cycle  by  12  to  18  months," 
adds  Stacom.  The  business  cycle 
turned  up  in  the  first  half  of  1975. 
This  suggests  Stacom's  recovery  is 
more  than  due.  A  lot  of  people  have 
their  fingers  crossed.  ■ 


22 


FORBES,  FEBRUARY  15,  1977 


Out  Of  Foresight 
Opportunity 

With  much  of  the  nation  shivering 
and  many  workers  idle,  Victor 
Alhadeff  is  busy  pursuing  opportunity. 


Late  last  month  Damson  Oil  &  Gas 
Drilling  Program  74-2  sold  out  its  pro- 
ducing wells  to  Libbey-Owens-Ford 
for  $4  million.  No,  Libbey-Owens  was 
not  diversifying;  it  was  looking  for 
sources  of  fuel  to  avoid  future  shut- 
downs like  those  that  paralyzed  its 
plants  during  the  recent  cold  crunch. 

Libbey-Owens  was  the  third  com- 
pany in  the  last  few  months  to  go  this 
route,  and  many  more  will  be  doing 
so  shortly,  according  to  Victor  D.  Al- 
hadeff, 30,  chairman  of  ENI  Corp. 
in  Seattle,  Wash.,  leading  oil  and  gas 
tax  shelter  specialists.  In  less  than  six 
years  Alhadeff  has  become  the  larg- 
est single  factor  in  financing  indepen- 
dent oil  and  gas  enterprises  in  the 
U.S.;  many  of  the  Damson  investors 
were  his  clients.  Says  Alhadeff:  "We 
are  negotiating  with  three  New  York 
Stock  Exchange  companies  to  sell 
them  producing  wells,  as  in  the  Dam- 
son deal. 

"That  potential,"  says  he,  "was  set 
in  motion  in  early  January  at  an  ener- 


gy conference  on  acquiring  natural 
gas  in  the  field  in  Houston,  Tex., 
which  was  attended  by  120  blue-chip 
companies.  The  consensus  reached 
then  by  a  majority  of  the  companies 
was  that  they  should  invest  in  new 
drilling  ventures  directly  as  well  as 
buy  existing  production  of  natural 
gas.  As  a  result,  you're  going  to  see 
several  hundreds  of  millions  coming 
from  this  source  this  year  and  next." 

All  that  won't  solve  the  natural  gas 
shortage  by  a  long  shot,  but  it  will 
provide  a  bonanza  for  drilling  inves- 
tors and  for  people  like  Alhadeff. 

Since  he  began  in  1971  he  has 
steered  some  1,600  clients  into  $130 
million  worth  of  oil  and  gas  funds. 
Moreover,  Alhadeff  has  also  brought 
out  his  own  diversified  drilling  fund. 
It  will  put  investors  into  a  group  of 
oil  and  gas  drilling  ventures  with  nu- 
merous different  operators,  thus  giv- 
ing them  a  play  in  many  areas. 

While  moving  fast  to  take  advan- 
tage of  the  gas  shortage,  Alhadeff  has 


Alhadeff  Of  ENI:  He  expects  blue- 
chip  companies  to  put  "hundreds  of 
millions"  into  energy  ventures. 


rather  harsh  words  for  the  policies 
that  produced  the  shortage.  He  says: 
"It  is  ironic  that  the  two  states  hard- 
est hit  by  gas  shortages,  Pennsylvania 
and  Ohio,  are  states  that  are  sitting 
on  top  of  lots  of  old  partially  deplet- 
ed wells.  But  the  price  for  intrastate 
oil  in  those  states  was  set  so  low  by 
politicians  that  no  one  wanted  to  drill 
and  wind  up  losing  money.  If  the  pol- 
iticians had  set  the  price  at  $2  per 
thousand  cubic  feet  as  they  do  in  Tex- 
as, those  states  wouldn't  be  in  as  des- 
perate a  situation  as  they  are  in  now." 

Having  delivered  himself  of  this 
blast,  Alhadeff  picked  up  the  tele- 
phone to  talk  with  a  prospective  in- 
vestor. Like  smart  businessmen  ev- 
erywhere, he  is,  in  the  end,  less  in- 
terested in  past  problems  than  he  is 
in  pursuing  present  opportunities.  ■ 
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Way  Up  There  .  .  . 
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. . .  The  question  is:  How  will 

400,000  people  in  Alaska  spend  over  $7  billion? 


Between  now  and  1985,  the  state  of 
Alaska's  share  of  North  Slope,  Prud- 
hoe  Bay  and  Cook  Inlet  oil  and  gas 
production  is  expected  to  exceed  $7 
billion.  Revenues  from  the  state's  sub- 
stantial coal,  iron  ore  and  molybde- 
num reserves  could  boost  Alaska's  in- 
come by  billions  more.  The  question 
now  facing  the  state's  400,000-odd 
residents  is:  What  will  we  do  with  all 
that  money? 

Late  last  month,  Forbes  obtained 
a  copy  of  draft  legislation  detailing 
part  of  Governor  Jay  S.  (for  Sterner) 
Hammond's  answer:  Nine  neatly 
typed  pages  outlining  the  creation  of 
the  "Alaska  Permanent  Fund,"  a 
concept  approved  overwhelmingly  by 


Alaskan  voters  last  November.  While 
the  language  is  loose,  two  things  are 
clear:  The  Permanent  Fund  will  hold 
the  keys  to  a  good  deal  of  Alaska's 
future  development.  And,  the  Fund 
will  be  no  free-lunch  wagon. 

In  general,  the  Permanent  Fund 
will  be  part  savings  bank,  part  devel- 
opment bank.  Specifically,  the  draft 
bill  provides  that: 

•  One  half  the  revenues  derived  by 
Alaska  from  its  mineral  resources— ex- 
pected petroleum  revenues  alone 
should  bring  the  Fund's  balance  to 
nearly  $4  billion  by  1985— must  be 
put  into  the  Permanent  Fund. 

•  At  least  40%  of  the  Fund's  bal- 
ances must  be  put  into  "investment- 


grade  securities"— presumably  corpor- 
ate and  government  debt. 

•  As  much  as  30%  of  the  remainder 
may  be  used  for  low-interest  loans 
and  other  incentives  to  supplement 
private  capital  within  the  state. 

•  No  more  than  30%  of  the  Fund 
may  be  used  for  public  works. 

•  If  the  Permanent  Fund  is  direct- 
ed to  invest  in  projects  earning  less 
than  market  rates  of  return,  then  the 
state's  general  fund  must  make  up  the 
difference  and  pay  it  into  the  Fund. 

If  the  Alaska  Permanent  Fund 
sounds  fiscally  conservative,  it  is— and 
by  no  accident.  Last  August,  Alaska's 
State  Investment  Advisory  Commit- 
tee, which  drafted  the  legislation, 
hired  Wall  Street  investment  bankers 
White,  Weld  &  Co.  to  aid  in  the 
Fund's  design.  Explains  Charles  J. 
Fuhrmann  II,  the  dapper,  32-year- 
old  White,  Weld  first  vice  president 
working  behind  the  scenes  on  the  pro- 
posed legislation:  "We  tried  not  to  be 
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Harvard  Business  School-ey  and  tell 
the  Alaskans  what  to  do.  But  we  have 
told  them  the  risks  in  terms  of  their 
credit  standing  if  the  Fund  doesn't 
get  the  market  rate  and  becomes,  in- 
stead, a  little  welfare  station  subsidiz- 
ing everything  in  sight." 

But  Fuhrmann  is  the  first  to  stress 
that  the  Fund's  political  hassles  are 
only  about  to  begin :  "Everyone  is  try- 
ing to  keep  things  friendly  and  make 
this  bill  look  like  a  consensus.  But 
the  real  wars  are  still  to  come.  No  one 
has  had  a  chance  to  present  an  alter- 
native. But  when  this  bill  goes  to  the 
legislators,  everyone  will." 

The  problem  is  that  Alaskans  are  as 


diverse  as  the  state  is  rich.  It  took 
voters  years  to  decide  whether  to 
keep  their  state  capital  in  Juneau  or 
move  it  to  Anchorage.  (Last  Novem- 
ber's decision:  Build  a  new  capital 
somewhere  in  between  Anchorage  and 
Fairbanks— a  "North  Brasilia"  as  some 
wags  already  dub  it.)  So  you'  can 
imagine  the  coming  struggle  over  who 
will  control  the  Permanent  Fund,  and 
how  its  income  should  be  used.  Some 
groups  want  to  reinvest  it  all.  Others 
want  to  spend  it  all— on  "North  Bra- 
silia" perhaps.  Still  others  want  to 
divvy  the  Fund's  income  among  the 
state's  citizens.  By  1985  each  year's 
dividend  could  well  exceed  $1,000 


for  each  Alaskan  resident. 

"The  amazing  thing  in  all  this,"  says 
Furhmann,  "is  that  it's  happening  just 
4,000  miles  away,  yet  no  one  on  Wall 
Street  is  aware  of  it.  There's  this  feel- 
ing that,  'Well,  it's  Way  Up  There 
.  .  .'  But  suddenly  the  Fund  will  be 
there  with  lots  of  money  in  it,  and 
Wall  Street  will  be  beating  down  the 
Alaskans'  doors  with  lots  of  invest- 
ment opportunities  and  recommenda- 
tions and  so  forth.  And  we  hope  still  to 
be  up  there  helping  the  Alaskans 
evaluate  all  those  proposals." 

Moral:  However  cold  it  may  be, 
get  your  foot  in  the  door.  It  seems 
White,  Weld  has  already  done  so.  ■ 


Haley's  Quest  For  Roots 

Roots,  Alex  Haley's  best-selling  book,  is 

more  than  a  property— it  is  a  financial  happening. 


Author  Haley  On  Location:  After 
12  years  of  labor  the  prospects  are 
now  dazzling,  but  no  windfall. 


As  a  book  Alex  Haley's  Roots  has  a 
long  way  to  go  before  it  sets  any  rec- 
ords. With  sales  past  550,000  even 
before  the  phenomenally  successful 
television  series  based  on  it  was  aired, 
an  ultimate  sale  of  perhaps  1  million 
copies  in  the  hardcover  edition  was  a 
plausible  goal.  Initial  hopes  for  the 
paperback,  due  next  fall,  run  to  per- 
haps 5  million.  For  perspective,  con- 
sider that  Mario  Puzo's  The  God- 
father has  sold  more  than  12  million 
copies  in  hardcover  and  paperback, 
Erich  Segal's  Love  Story  10  million, 
Xaviera  Hollander's  The  Happy  Hook- 
er over  7  million. 

But  as  a  property— indeed  a  cul- 
tural and  financial  happening— Roots 
has  extraordinary  potential.  When  the 
final  count  is  in,  Haley's  earnings  from 
Roots  and  related  projects  could  be  as 
little  as  $5  million  or  as  high  as  $10 
million.  Here  are  Haley's  prospects: 

•  Book  Royalties:  At  $1.85  per 
copy  in  hardcover,  and  a  small  frac- 
tion of  that  in  paperback,  Haley's 
royalties  on  sales  in  the  U.S.  alone 
could  hit  $3  million.  Foreign  royal- 
ties, prudently  retained  for  Haley 
by  his  literary  agency  (Paul  R.  Reyn- 
olds Inc. ) ,  could  well  add  another  $2 
million.  Foreign  rights  are  not  always 
reserved  by  agents  for  the  very  good 
reason  that  foreign  interest  in  an 
American  author  is  not  always  very 
strong.  But,  says  the  agency  presi- 
dent, John  Hawkins,  "Roots  has  been 
bought  by  every  major  foreign  eoun- 
try."  Last  November  a  publisher  paid 
$220,000  for  the  West  German  rights 
alone.  Royalties  will  add  to  the  sum. 
Haley  gets  those  royalties,  not  his 
publisher,  Doubleday  Publishing  Co. 
Doubleday,  of  course,  will  fare  nicely 


from  U.S.  sales  of  the  book. 

•  Television:  Wolper  Productions, 
which  produced  the  TV  show,  paid 
Haley  $250,000  for  the  right  to  use 
the  book  as  the  basis  for  its  eight- 
part  series.  In  addition,  the  deal  with 
Wolper  gave  Haley  a  continuing  per- 
centage of  the  profits  on  the  initial 
broadcasts  and  on  subsequent  reruns 
and  syndications.  Thus  far,  the  show 
has  been  sold  to  the  British  Broad- 
casting Corp.  and  to  Canadian  and 
Australian  TV.  The  prices  are  undis- 
closed but  probably  substantial.  If 
the  show  becomes  a  classic— as  well 
it  may— there  may  be  more  money  in 
the  TV  film  for  Haley  and  a  good  deal 
more  for  ABC  and  Wolper.  Then 
there  is  the  possibility  of  reediting 
the  TV  film  for  theatrical  release. 

The  show  gathered  the  largest 
prime-time  audience  in  the  history  of 
U.S.  television,  and  it  seems  inevitable 
that  there  will  be  a  sequel.  The  last 
installment  ended  just  after  the  Civil 
War;  the  remaining  100  years  in  Ha- 
ley's epic  narrative  offer  comparably 
rich  material. 

These  prospects,  dazzling  as  they 
are,  are  well  earned.  For  Haley  this 
was  no  sudden  windfall.  He  spent  12 
years  pn  a  painful,  passionate  quest 
to  discover  his  roots  in  Gambia,  on 
Africa's  west  coast,  and  to  track  his 
forebears  who  came  to  the  U.S.  in 
chains.  As  book  projects  go,  his  re- 
search—consider travel  alone— was  ob- 
viously costly.  Moreover,  his  agent, 
and  his  lawyer,  too,  will  share  in  some 
of  the  profits. 

Maybe  he  won't  go  beyond  the 
$5-million  mark.  Or  he  may  earn 
more.  But  Haley  is  one  author  who 
won't  end  his  days  in  a  garret.  ■ 
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RCA: 

Off  The  Roller  Coaster, 
Onto  The  Escalator? 


RCA  has  been  a  first-class  company  in 
everything  except  consistent  profitability. 
Ed  Griffiths  aims  to  eliminate  the  "except. 


By  JEFFERSON  GRIGSBY 

In  a  sense,  it  is  too  bad  that  Anthony 
Conrad— the  man  who  presided  over 
most  of  it— isn't  around  to  take  the 
bows,  because  RCA  Corp.  has  just 
turned  in  an  excellent  year,  with  prof- 
its up  61%  over  1975  (to  $177.4  mil- 
lion on  $5.4  billion  in  revenues). 
Three  of  its  basic  businesses  had  rec- 
ord profits— National  Broadcasting  Co., 
RCA  Records  and  RCA  Service  Co. 
So  did  its  biggest  diversification, 
Hertz  Corp.  At  $2.30  a  share,  RCA 
earned  15.3%  on  its  stockholders'  equi- 
ty, which  is  well  above  its  own  five- 
year  average  of  14.1%.  Analyst  Robert 
Czepiel  of  C.J.  Lawrence  predicts 
earnings  of  $3.35  this  year  and  $3.95 
for  1978. 

Nevertheless,  RCA  stock  still  sells 
for  less  than  half  the  price  it  com- 
manded in  the  late  Sixties.  What's 
wrong? 

Consistency,  for  one  thing.  Over 
the  years,  RCA's  earnings  have  been 
anything  but  steady.  They  were  $2.27 
a  share  in  1969;  $1.16  a  share  in 
1970;  $2.05  in  1972;  $1.40  in  1975; 
$2.30  in  1976.  Hardly  the  record  of 
a  growth  company,  which  RCA  once 
had  the  reputation  of  being. 

Then  there  is  the  matter  of  profit 
margins.  Last  year  archrival  CBS  Inc. 
earned  almost  as  much  profit  on  ap- 
proximately $2.2  billion  in  sales  as 
RCA  did  on  well  over  $5  billion. 
Whereas  CBS  netted  about  7  cents 
on  the  revenue  dollar,  RCA  netted 
only  3  cents.  And  it's  not  because  of 
different  mixes  of  business.  In  televi- 
sion, even  RCA  concedes,  CBS  has 
been  twice  as  profitable  as  NBC. 
Nor  has  it  helped  that  RCA  has  had 
three  chief  executives  in  the  last  13 
months. 

Is  this  time  for  real?  Can  RCA  get 
its  earnings  off  the  roller  coaster  and 
onto  the  escalator?  Can  it  close  some 


of  the  profitability  gap  with  CBS? 

Much  depends  on  RCA's  new  chief 
executive,  Edgar  H.  Griffiths,  a  pleas- 
antly candid  but  tough-minded  man 
of  55.  Many  of  the  decisions  that 
made  1976  such  a  good  year  were 
made  by— or  under— Griffiths'  two 
predecessors,  Robert  Sarnoff  and  An- 
thony Conrad.  But  now  Griffiths,  who 
served  as  president  of  electronics  and 
diversified  businesses  under  Conrad,  is 
running  the  show.  The  decisions  are 
his.  Griffiths  is  determined  to  empha- 
size profitability  in  a  company  where 
sales  have  more  than  doubled  since 
1965  but  profits  have  increased  by 
less  than  one-half  as  much.  "I  don't 
believe  we  know  just  how  much  profit 
we  can  make  in  this  corporation,"  he 
told  Forbes.  "We  are  embarked  on  a 
program  to  find  out." 

Those  are  brave  words,  because 
RCA  has  been  in  many  ways  a  heart- 
breaking company  to  run.  Its  tech- 
nology was  first  class  and  so  was  its 
marketing.  Not  so  with  consistent 
profitability.  Again  and  again  RCA 
was  the  technological  leader,  only  to 
lose  out  to  a  latecomer  in  the  market- 
place it  had  created. 

Ed  Griffiths  could  well  be  RCA's 
right  man  at  the  right  time.  He  takes 
over  a  company  that  needs,  not  a  ba- 
sic overhaul,  but  some  very  fine  tun- 
ing. Heavyset,  conservative  in  manner, 
deliberately  unflamboyant,  he  is  a 
numbers-oriented  man  who  came  up 
through  the  ranks  of  the  RCA  Victor 
credit  department  and  the  Service  Co. 
Once  into  the  corporate  hierarchy,  he 
earned  a  reputation  as  a  problem- 
solver,  solving  so  many  that  he  was 
operating  chief  of  three-fourths  of  the 
company  when  he  was  tapped  to  suc- 
ceed Anthony  Conrad  last  September. 

Ask  Ed  Griffiths  what  his  priorities 
are  and  he  replies  quickly:  "To  create 
a  period  of  stability  and  reliability  of 
profit.  Then,  technical  innovation  in 


Griffiths  Of  RCA:  No  more  pio- 
neering advances,  he  says,  "unless 
they  are  coupled  with  a  correspond- 
ing showing  on  the  bottom  line." 
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the  field  of   consumer  electronics." 

The  late  Dav  id  Sarnoff,  the  entre- 
preneurial genius  who  huilt  RCA, 
would  probably  have  put  the  second 
goal  first.  As  a  21-year-old  telegraph 
operator  in  New  York  on  the  night  of 
Apr.  14,  1912,  Sarnoff  picked  up  a 
historic  message:  "SS  Titanic  ran  into 
iceberg.  Sinking  fast."  For  the  next 
72  hours  he  stayed  at  his  post.  On 
the  strength  of  the  resulting  promi- 
nence, he  started  up  the  ladder  at  his 
company,  the  American  Marconi 
Corp.,  ultimately  to  the  chairmanship 
of  its  corporate  successor,  Radio  Corp. 
of  America.  From  then  on,  he  and 
RCA  would  be  present  at  the  creation 
of  every  development  in  broadcasting 
and  be  responsible  for  most  of  them. 

Each  new  landmark— the  first  radio 
sets,  the  first  broadcast  network,  the 
first  TV  sets,  the  first  color-TV  sets- 
followed  a  predictable  course.  Others 
in  the  industry  first  called  Sarnoff  a 
foolish  visionary  pushing  a  premature 
product.  Then,  when  the  market  w  as 
established— at  great  expense  to  RCA 
—they  came  in  and  took  most  of  it 
away.  By  that  time,  Sarnoff  would  be 
interested  in  what  was  next. 

Challenged,  he  always  raised  his 
bet;  he  never  folded  his  hand.  In 


1950  William  S.  Paley's  rival  Colum- 
bia Broadcasting  System  stole  a  march 
and  got  the  Federal  Communications 
Commission  to  approve  its  color-TV 
system  as  the  industry  standard.  Sar- 
noff ordered  his  research  laboratories 
into  full  speed  to  improve  RCA's  sys- 
tem, and  three  years  later  persuaded 
the  FCC  to  change  its  mind.  He  had 
won  again,  but  at  tremendous  cost; 
in  the  end  he  invested  an  estimated 
$150  million  to  $200  million  in  color 
TV  before  it  showed  a  penny  of  prof- 
it. But  even  before  the  big  money 
started  coming  in,  he  was  already  in- 
terested in  something  else:  computers. 

As  early  as  1953  RCA  had  mar- 
keted the  $7-million,  football  field- 
sized  BIZMAC  and  was  in  various 
phases  of  electronic  data  processing. 
By  the  mid-Sixties,  EDP  was  in  the 
red— but  after  all,  color-TV  revenues 
were  pouring  in  to  support  it,  and 
RCA  had  gone  through  all  this  many 
times  before.  In  the  late  1960s,  Sar- 
noff's  son  Robert,  then  running  the 


company  as  p resident  and  chief  ex- 
ecutive officer,  raised  the  bet  for  RCA 
one  more  historic  time:  He  decided  to 
go  into  the  mainframe  computer  busi- 
ness, confronting  Internationa]  Busi- 
ness Machines  head-on  in  an  unchal- 
lenged line  of  its  competence. 

It  was  a  bold  stroke,  a  leaf  right  out 
of  David  SarnofFs  book,  the  kind  of 
gamble  that  had  always  paid  off  in 
the  past.  There  seemed  every  reason 
for  RCA  to  go  into  data  processing: 
It  was  electronic  and  it  promised  fab- 
ulous growth.  But  Bob  Sarnoff  didn't 
know,  and  couldn't  have  known,  that 
this  time  would  be  different.  Although 
the  game  then  seemed  to  be  in  its 
early  stages,  it  was,  in  fact,  nearly 
over,  and  IBM  had  gone  off  with  most 
of  the  chips. 

As  the  computer  operations  grew 
larger  and  larger  (ultimate  payroll: 
10,000  persons)  and  drained  away 
the  money,  RCA's  earnings  dipped. 
By  1971,  instead  of  its  goals  of  10% 
of  the  domestic  computer  market  and 
second  place  in  the  industry,  RCA  had 
3.3%  and  ranked  sixth.  Late  in  the 
year  the  company  abandoned  the 
computer  business  and  took  a  $490- 
million  pretax  write-off  (which  has 
since  been  reduced  by  about  $78  mil- 


lion; Griffiths,  who  was  thrown  that- 
problem  in  1972  along  with  his  others, 
expects  it  to  be  further  reduced). 
Three  months  later  David  Sarnoff  died 
at  the  age  of  80.  Company  losses  in 
1971:  $155.9  million. 

The  defeat  in  computers  was  an 
honorable  defeat:  Under  the  brilliant 
Ralph  Cordiner,  General  Electric,  as 
tough  a  company  as  there  was,  also 
had  to  retire  from  the  field.  Xerox  has 
taken  huge  losses  in  computers.  So 
did  such  otherwise  successful  compa- 
nies as  Raytheon  and  Bendix. 

If  Bob  Sarnoff  made  a  special  mis- 
take, however,  it  was  in  not  cutting 
his  losses  soon  enough;  he  was  very 
much  his  father's  son.  As  Ed  Griffiths 
tactfully  put  it:  "There  were  projec- 
tions that  were  just  not  founded  in 
good  solid  fact,  and  one  after  another 
they  began  to  fall  apart." 

Two  years  later  came  the  recession 
—to  a  company  woefully  vulnerable. 
The  situation  would  have  been  much 
worse  had  not  the  diversified  compa- 


nies and  NBC  saved  the  company's 
bacon  in  1975.  At  the  end  of  1975 
Robert  Sarnofi  resigned  as  chairman 
and  chief  executive  officer  of  RCA, 
and  Anthony  L.  Conrad,  55,  like 
Griffiths  up  through  the  ranks  of  the 
Service  Co.,  took  over. 

RCA's  troubles  weren't  over.  Nine 
months  later,  Conrad  walked  into  a 
board  meeting,  informed  his  direc  tors 
that  he  had  not  filed  personal  income 
tax  returns  for  the  previous  five  years, 
and  that,  on  the  advice  of  his  lawyers, 
he  could  not  tell  them  why.  (An  in- 
dependent investigation,  RCA  says, 
has  since  determined  that  Conrad's 
troubles  did  not  involve  the  company, 
but  they  have  never  been  explained.) 
Before  the  day  was  out,  Griffiths  was 
the  new  chief  executive. 

In  his  problem-solving  assignment, 
Griffiths  had  poked  into  nearly  every 
nook  and  cranny  of  the  giant  compa- 
ny. Among  his  assignments,  ultimately, 
were  all  of  RCA's  diversified  business- 
es and  everything  that  had  to  do  with 
its  central  business,  electronics. 

Griffiths'  methods  of  straightening 
them  out  were  blunt  and  simple.  Ev- 
ery month  he  visited  every  company 
under  his  control,  summoning  its  pres- 
ident to  report  whether  he  had  met 
his  monthly  target;  if  not,  why  not, 
and  what  would  be  done  about  it? 
No  excuses.  Just  facts.  "Ed  believes 
in  running  a  company  month  by 
month,"  says  a  colleague.  "Put  three 
of  those  months  together  and  that's  a 
quarter.  And  that's  how  you  run  it." 

The  same  do-it-now  technique  is 
still  in  force  at  30  Rockefeller  Plaza 
in  New  York  City,  although  now  some 
of  the  presidents  come  to  Griffiths 
rather  than  the  other  way  around. 
"Every  single  activity  in  this  corpora- 
tion now  has  a  defense  plan,"  says 
Griffiths.  "If  you  don't  make  your  fig- 
ures for  January  or  February,  or  what- 
ever the  month,  you  put  into  action 
phase  one  of  the  defense  plan.  The 
kinds  of  losses  we  have  experienced 
in  the  past  during  a  downturn  in  elec- 
tronics, are  totally  unnecessary.  If  we 
make  $25  million  in  electronics  and 
the  next  year  we  have  a  recession  on 
our  hands,  that  $25  million  is  going 
to  go  down— to  $15  million,  maybe 
$10  million.  But  it  isn't  going  to  go 
$15  million  or  $20  million  into  the 
red.  In  fact,  it  isn't  going  to  go  into 
the  red  at  all." 

The  "defense  plan"  in  many  cases 
means  ruthless  pruning.  RCA  phased 
out  a  receiving-tube  manufacturing 
plant  at  Harrison,  N.J.  last  year  (its 


". . .  Ed  believes  in  running  a  company  month  by  month.  Put 
three  of  those  months  together  and  that's  a  quarter. . . ." 
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color-TV  sets  have  been  all  solid-state 
since  1974),  and  closed  a  color  pic- 
ture-tube plant  in  Britain.  Coronet 
Industries,  a  leading  carpet  company 
acquired  by  RCA  in  1971,  liquidated 
a  carpet-manufacturing  plant  in  Bel- 
gium and  sold  a  furniture-making 
subsidiary.  This  year,  RCA  has  al- 
ready sold  off  much  of  its  Canadian 
aerospace  business  to  a  Canadian 
company  and  closed  recording  studios 
in  Hollywood  and  Nashville  (leaving 
one  studio  in  New  York).  Since  1972 
the  record  company  has  also  shut 
down  record  manufacturing  plants  in 


New  Jersey  and  Hollywood  and  is 
now  consolidating  all  record  opera- 
tions with  its  audiotape  operations  in 
Indianapolis.  The  result:  In  1972 
RCA  Records  had  no  profits;  now, 
says  Howard  R.  Hawkins,  executive 
vice  president  of  communications,  it 
has  more  than  $350  million  in  reve- 
nues and  is  profitable. 

This  kind  of  pruning  is  not  pleasant 
work;  it's  always  easier  to  prognosti- 
cate and  hope  things  will  get  better. 
But  Griffiths  has  never  shrunk  from 
dirty  work.  He  is  a  great  believer  in 
the  old  philosophy  that  the  first  loss 


NBC:  The  Trouble  With  Blockbusters  .  .  . 


"What  I  tell  NBC,"  says  Ed  Grif- 
fiths, president  of  the  National 
Broadcasting  Co.'s  corporate  parent, 
RCA,  "is  narrow  the  gap,  narrow  the 
gap", 

He's  not  talking  about  ratings.  The 
gap  is  not  the  one  in  the  Nielsen 
between  ABC  and  NBC,  but  at  the 
bottom  line  between  NBC  and  CBS, 
no  longer  No.  One  in  prime  time, 
but  still  the  most  profitable  television 
network  around. 

In  the  last  four  months,  NBC  has 
had  three  of  the  most  widely  watched 
programs  in  the  history  of  television: 
the  two  parts  of  Gone  With  the  Wind 
and  the  1977  Super  Bowl.  (ABC's 


NBC  President  Schlosser 


eight-day  blockbuster  Roots  complete- 
ly rewrote  the  Nielsen  history  books; 
its  closing  segment  Jan.  30  is  now  the 
alltime  champion,  and  three  other 
Roots  segments  surpassed  the  Super 
Bowl  audience.)  NBC's  old  standbys 
like  the  Tonight  Show,  the  Today 
Shoiv  (not  hurt  by  the  departure  of 
Barbara  Walters  to  ABC  last  year) 
and  the  Wonderful  World  of  Disney 
are  like  rocks  of  Gibraltar.  Out  of  the 
Tonight  genre  it  fashioned  another 
successful  show,  Tomorrow,  which 
NBC  President  Herbert  S.  Schlosser 
says  is  already  profitable;  and  it  has 
a  breezy  late-night  weekend  satire, 
Saturday  Niglit  Live,  which  he  says 
will  be  profitable  this  year. 

Furthermore,  Schlosser  believes, 
special-events  programming  is  part  of 
the  wave  of  the  future  in  TV  broad- 
casting. Says  another  NBC  executive: 
"Last  year  proved  that  you  can  take 
a  blockbuster  special  event  and  knock 
out  anything  with  it." 

The  only  thing  wrong  is  that  spe- 
cial-events programming  is  the  least 
cost-effective;  it  helps  jack  up  the 
Nielsen  averages  for  the  week,  but 
you  can't  sell  an  advertiser  time  at  in- 
creased rates  for  something  that  won't 
happen  again.  Blockbuster  special- 
events  costs  are  astronomical:  NBC 
reportedly  paid  $80  million  for  the 
1980  Moscow  Olympic  games.  By  con- 
trast, a  successful  series  keeps  grind- 
ing out  more  and  more  profit  when  its 
development  costs  are  paid  off. 

Thus,  while  NBC  has  done  well,  it 
has  spent  enormous  amounts  of  mon- 
ey to  do  it.  This  helps  explain  its  (and 
its  parent's)  relatively  low  profitabili- 
ty (see  story) . 

So  developing  some  sure-fire  reve- 
nue-producing series  is  the  task  that 
confronts  NBC.  The  man  who  must 


you   take   is   by  far  the  best  loss. 

One  of  the  toughest  tasks  Griffiths 
faces  is  in  color  TV.  "In  1975  the 
Japanese  share  of  the  color-TV  mar- 
ket was  about  17%,"  says  Roy  H.  Pol- 
lack, RCA  vice  president  of  consumer 
electronics.  "When  the  figures  settle 
for  1976,  you're  going  to  see  some- 
where between  37%  and  38%.  RCA 
probably  fared  pretty  doggone  good, 
but  it  would  be  foolish  to  say  that  we 
didn't  lose  something,  because  we 
should  have  had  a  significant  improve- 
ment in  1976  and  we  held  our  own. 
That's  another  way  of  saying  we  lost." 


do  it  is  Irwin  Segelstein,  executive 
vice  president  for  programming,  who 
w  as  second  in  command  to  Fred  Sil- 
verman (ABC's  miracle-man  program- 
mer) when  Silverman  was  head  of 
programming  at  CBS.  Segelstein  faces 
a  tough  task.  Next  fall,  he  will  lose 
one  of  his  most  popular  series,  San- 
ford  and  Son,  when  its  star,  Redd 
Foxx,  jumps  to  ABC.  (Another  popu- 
lar series  has  been  Chico  and  the 
Man,  whose  star,  Freddie  Prinze,  com- 
mitted suicide  last  month.) 

So  far,  none  of  NBC's  new  series 
prime-time  shows  has  really  clicked. 

Happy  Nielsens,  fellows.  Ed  Grif- 
fiths will  be  watching  closely. 


Programmer  Segelstein 
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Pollack  expects  the  Japanese  to 
make  a  smaller  gain  this  year— only  a 
point  or  two  "if  we  do  our  joh.  If  we 
don't,  considerably  more." 

How  to  meet  it?  RCA  plans  mar- 
keting and  promotional  blitzes,  par- 
ticularly for  the  replacement  market 
(which  it  believes  will  be  up  to  60% 
of  all  TV  sales  by  the  end  of  the 
decade),  and  is  automating  the  pro- 
duction of  every  component  it  can 
find.  A  computer-driven  machine  now 
winds  the  coils  called  "yokes"  that  go 
at  the  base  of  a  TV  tube.  A  single  ma- 
chine (now  in  prototype  form  at 
RCA's  Indianapolis  TV  components 
operations)  will  be  able  to  produce  up 
to  500,000  of  these  coils  every  year.  A 
test  engineering  research  laboratory  al- 
so has  been  set  up  at  Indianapolis. 
"The  interface  between  engineering 
and  manufacturing  is  the  most  im- 
portant part  of  the  cost-effective  di- 
lemma," says  Pollack.  "We're  trying  to 
blur  the  line  between  where  engineer- 
ing leaves  off  and  manufacturing  be- 
gins. If  you  do  that,  you  not  only 
make  it  more  cost-effective,  you  im- 
prove quality,  too."  Or  as  Griffiths  likes 
to  say:  "To  compete  with  the  Japanese 
you  have  to  compete  with  them." 

Instead  of  trying  to  break  into 
brand-new  markets  like  computers, 
RCA  is  now  concentrating  more  on 
making  more  of  what  it  already  has. 
TV  is  one  such  area.  Another  is  com- 
munications, where  RCA  has  been  in- 
vesting heavily  and  plans  to  continue 
doing  so.  Two  of  the  most  important 
components  in  RCA's  Communications 
Group  are  communications  in  Alaska 
and  domestic  satellites.  In  1971  RCA 
bought  the  Alaska  long-distance  tele- 
phone system  from  the  U.S.  Air  Force 
for  $28  million;  now  it  is  the  "Bell 
System"  of  Alaska  and  the  state's 
third-largest  private  employer,  pro- 
viding everything  from  telephone  ser- 
vices in  Eskimo  villages  to  Sonny  and 
Cher,  beamed  from  the  lower  48 
states  on  its  Satcom  satellites. 

In  domestic  satellites  the  company 
will  have  invested  nearly  $200  million 
by  the  end  of  this  year,  and  Griffiths 
predicts  they  will  become  profitable  in 
1978.  Another  big  outlay  that  could 
go  wrong?  Hardly.  Alaska  and  the 
satellite  programs  are  government-reg- 
ulated. "Sometimes  it's  not  bad  by  any 
means  to  have  a  regulated  company," 
Griffiths  observes. 

The  RCA  Service  Co.  now  has  an 
estimated  250,000  private  telephone 
interconnect  lines  under  contract.  Tel- 
ex business  is  growing  rapidly.  RCA 


is  one  of  the  four  companies  that  own 
the  new  Marisat  satellite  system'  for 
communication  with  ships  at  sea.  It 
will  get  into  the  booming  video-game 
market  this  year  with  a  $149.95  game 
called  "Studio  II,"  that  has  five  sep- 
arate games  and  optional  cartridges 
for  three  more. 

The  new  discipline  at  the  bottom 
line  is  apparent  at  David  Sarnoff's 
magnificent  research  complex.  Wil- 
liam C.  Hittinger,  executive  vice  presi- 
dent for  research  and  engineering, 
says:  "We  have  more  engineers  work- 
ing on  television  in  the  broad  sense 


than  we've  had  for  many,  many 
years."  And  the  No.  One  research 
priority  is  solid-state  technology. 
Again,  improve  what  you  have;  make 
investments  that  promise  a  fairly  quick 
return.  A  new  attitude  at  RCA. 

What  about  videodiscs  (Forbes, 
June  1,  1976),  which  may  well  cause 
at  least  a  minor  revolution  in  home 
entertainment?  These  records  and 
their  players,  which  give  sight  as  well 
as  sound,  have  been  under  intensive 
development  at  RCA  for  a  long  time. 
What  is  Griffiths'  attitude  toward  pio- 
neering in  this  field?  It  is  at  least 
somewhat  more  cautious  than  that  of 
his  predecessors.  One  thing  that  wor- 
ries Griffiths  is  the  cost  of  acquiring 
the  material  to  put  on  the  discs— the 
entertainment  itself.  RCA  at  present 
owns  only  about  one-third  of  what  it 
needs  to  create  an  adequate  backlog 
in  Griffiths'  view.  Then,  too,  he  is 
watching  Sony's  Beta-Max  home  vid- 
eotape machine,  a  potential  competi- 
tor for  the  videodisc.  The  Beta-Max 
now  sells  for  about  $1,000,  but  the 
price  has  already  come  down  from 
$1,300  in  a  few  months,  and  Griffiths 
suspects  that  if  Sony's  "learning  curve" 
brings  the  price  much  below  $800, 
Sony  "will  have  a  mass  market  on  its 
hands."  If  so,  he  says,  "we'll  be  there" 
with  a  tape  machine,  too. 

Griffiths  says  RCA  will  decide  late 
in  1978  whether  to  market  the  video- 
disc system,  but  the  indications  are 
the  timetable  has  slowed.  The  prob- 
lems are  both  technical  and  market- 
ing. Says  he:  "If  someone  jumps  out 


ahead  of  us,  all  they  prove  is  that 
there  is  a  market  or  there  isn't  a  mar- 
ket. If  there  is  a  market,  there's  plen- 
ty of  time  for  our  product." 

Addressing  himself  directly  to  the 
question  that  has  so  long  bothered 
investors  about  RCA,  Griffiths  says: 
"What  has  bedeviled  this  company 
for  years  is  the  feeling  that  we  had 
to  have  something  new  and  different 
all  the  time,  and  we  had  to  go  from 
one  technical  accomplishment  to  an- 
other, never  mastering  the  prior  one 
and  never  realizing  a  proper  return 
on  the  bottom  line." 


All  this  emphasis  on  the  bottom  line 
makes  good  copy,  but  the  question  it 
raises  is:  What  about  the  spirit  that 
made  RCA  great,  the  spirit  of  pushing 
back  frontiers?  Can  it  coexist  with  a 
more  nuts-and-bolts  approach  to  prof- 
its and  ultimate  return? 

The  RCA  labs  will  still  pioneer, 
Griffiths  contends;  doing  something 
new  solely  because  it's  new  is  what 
he  objects  to.  As  illustration,  he  points 
to  a  new  "pocket  TV"  a  British  com- 
pany has  come  out  with  that  has  a 
2/2-inch  screen.  "That's  a  perfect  ex- 
ample," says  Griffiths,  "of  a  brilliant 
technological  breakthrough  with  lit- 
tle obvious  commercial  value." 

Griffiths  contends:  "X  amount  of 
our  R&D  money  will  be  spent  to  get 
the  lead  on  the  competition  in  costs. 
X  amount  will  be  spent  on  coming 
up  with  something  desired  by  the  di- 
visions that  is  not  on  the  market  any- 
where in  the  world  and  that  will  have 
a  handsome  return.  And  X  amount 
will  be  spent  on  blue-sky  projects  for 
which  no  market  application  now  ex- 
ists but  which  our  technical  people 
feel  is"  coming.  The  difference  is  that 
some  years  ago,  once  a  project  was  in 
product  form,  the  labs  left  it;  it  was 
totally  up  to  the  divisions  to  do  the 
product  enhancement. 

"Can  we  still  come  up  with  the 
Big  Idea  this  way?  We  think  we  can. 
I  do  not  believe  you  have  to  have  any 
kind  of  compromise  between  being 
what  RCA  has  always  been— an  inno- 
vative and  imaginative  company— and 
being  profitable."  ■ 


. .  What  has  bedeviled  this  company  for  years  is  the 
feeling  that  we  had  to  have  something  new  and  different 
ail  the  time,  going  from  one  technical  accomplish- 
ment to  another,  never  mastering  the  prior  one. . . ." 
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and  we  also 

help  keep 

the  news 
new. 


Thanks  to  a  better  packag- 
ing idea,  the  news  can  hit  the  street 
and  weather  any  weather.  And 
we're  helping. 

The  National  Poly  Products 
Division  of  our  Northern  Petro- 
chemical Company  supplies  plastic 
sheeting  to  the  Joliet,  Illinois 
"Herald-News"  (a  Copley  news- 
paper) and  other  publishers. 
They  use  the  sheeting  as  a  weather- 
tight  wrap  for  their  newspaper 
bundles.  So  their  news  stays  new. 

It's  just  one  example  of  the 


wide  range  of  products  and  ser- 
vices Northern  provides  as  a  widely 
diversified  natural  gas  company. 

Our  search  for  new  and 
better  energy  uses  has  also  led  us 
into  color  resins,  antifreeze, 
plastics  for  the  pharmaceutical, 
automotive  and  houseware  indus- 
tries, and  much  more. 

By  squeezing  all  the  value 
we  can  from  our  energy  sources, 
we're  providing  a  service  far 
beyond  what  you'd  expect  from 
a  "traditional"  gas  pipeline 
company. 


And  as  we  continue  to  diver- 
sify and  develop  in  areas  where 
major  growth  is  possible,  both  our 
customers  and  investors  will  benefit. 

Meanwhile,  we'll  still  be 
doing  all  the  things  you'd  expect 
a  gas  company  to  do. 

Like  serving  1.5  million 
customers  through  73  utilities  in 
eight  states,  maintaining  over 
31 ,000  miles  of  natural  gas  pipeline, 
and  continuing  our  constant 
search  for  new  gas  reserves. 


Northern 

The  gas  company  that's  something  else. 


Chouteau  County/Montana 


The  Providers 


.Our  corporate  specialists  work  with  the  nation's  leading  companies 
d  process  and  ship  food  to  consumers  in  every  state— and  in  countries 
round  the  world.  Consider  the  source. 

MANUFACTURERS  HANOVER 

The  financial  source.Worldwide. 


Freedom 
for  the 
Press. 

American 
newspapers 
have  long 
been  caught 
between  19th  century  production  methods  and 
20th  century  costs.  Now,  Harris  electronic  video 
typewriters,  editing  terminals, 
and  high-speed  phototypesetters 
are  helping  to  set  them  free. 
Write:  Harris  Corporation, 
55  Public  Square,  Cleveland,  Ohio  44113 
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COMMUNICATIONS  AND 
INFORMATION  HANDLING 


Detroit  And  Congress: 
Eyeball  To  Eyeball 

Detroit  is  preparing  to  bring  out  models  that  the  law  says  are 
illegal.  Has  the  auto  industry  no  respect  for  the  law? 
Or  has  the  law  no  respect  for  reality? 


By  JEAN  A.  BRIGGS 

•  Auto  companies  have  con- 
sistently opposed  efforts  to 
clean  up  auto  emissions. 

•  Auto  companies  will  say 
they  can't  achieve  something, 
then  will  do  it  when  ordered 
to  by  law. 

•  Maneuvering  by  the  auto 
companies  blocked  Congress' 
attempt  last  year  to  amend 
the  Clean  Air  Act. 

•  U.S.  manufacturers  must  be 
lying  because  Volvo  meets 
tough  U.S.  standards  and  the 
Americans  insist  they  can't. 

•  Without  the  white-hat  en- 
vironmentalists, Detroit  would 
poison  us  all  and  gas  us  all. 


Listening   to   many  politi- 
cians, being  exposed  to  much 
of  the  media,  a  good  many 
Americans  have  come  to  be- 
lieve that  all  or  most  of  the 
above  statements  are  true.  Be- 
fore it  recesses  this  summer, 
Congress  will  have  to  decide 
whether  they  are  or  are  not  true.  Un- 
der the  Clean  Air  Act— as  amended  in 
1970— the  cars  Detroit  is  planning  to 
start  building  late  this  summer  will  be 
illegal.  They  will  emit  more  pollutants 
than  the  law  permits  for  1978  cars— 
and  it  is  too  late  in  the  car-building 
game  to   change  them.   "They  can 
send  somebody  to  jail— maybe  me— 
but  we're  going  to  build  1978  cars  to 
1977  standards,"  said  General  Motors 
President  Elliott  (Pete)  Estes  last  fall. 
Since  then,  however,  GM  and  eveiy 
other  auto  company  has  expressed  an 
unwillingness   to    disobey   the  law. 
Their  only  alternative  would  be  to 
close  shop. 

The  auto  companies  did  not  de- 
liberately seek  this  confrontation  with 
the  law.  They  had  reason  to  think  that 
Congress  would  give  them  a  reprieve. 
Both  Houses  had  indicated  as  much  sion 


last  year.  The  Senate  passed  a  bill 
extending  1977  standards  one  year. 
The  House  went  even  further.  It 
adopted  an  amendment  offered  by 
Bepresentative  John  Dingell,  the 
shrewd  Michigan  Democrat  who 
serves  an  auto-based  constituency;  his 
amendment  would  have  given  the  in- 
dustry five  years  to  gradually  meet  re- 
vised final  standards. 

But  the  reprieve  was  not  to  be.  In 
both  Houses  the  auto  provisions  were 
only  a  part  of  comprehensive  "clean 
air"  legislation.  Utah  Senator  Jake 
Gain  (Bep.)  filibustered  against  the 
compromise  version  of  the  bills, 
which  was  brought  to  the  floor  on 
the  next  to  the  last  day  of  the  ses- 
sion. It  wasn't  the  auto  companies 
that  Gam  was  peeved  at;  he  was  an- 
gry about  a  totally  separate  provi- 
one  that  had  absolutely  nothing 


to  do  with  the  auto  industry. 

The  provision  Gain  was  an- 
gry about  had  to  do  with 
Utah.  That  western  state  has 
exceptionally  clean  air— and 
exceptionally  little  industry. 
The  offending  provision  said, 
in  effect,  that  Utah  and  other 
unpolluted  states  could  not 
pollute  up  to  the  national  lim- 
its; they  must  keep  their  air 
pristine— with  no  "significant" 
deterioration  {see  box,  p.  41). 
To  a  state  with  high  unem- 
ployment, what  seemed  to  be 
a  virtual  ban  on  further  indus- 
trialization was  unacceptable. 
Most  of  Gam's  constituents 
were  prepared  to  accept  a  de- 
gree of  degradation  of  the  air 
in  return  for  jobs  and  money. 
So  Gam  filibustered  against 
the  whole  bill,  killing  it  for 
that  session  of  Congress.  In  do- 
ing so,  he  wrecked  the  limited 
reprieve  Congress  was  prepar- 
ing for  the  auto  companies. 

So  there  it  was.  Detroit  de- 
signed its  1978  models,  assum- 
ing it  would  get  a  reprieve.  But,  un- 
less Congress  acts,  it  won't  get  that 
reprieve.  The  1978  models  will  there- 
fore be  flatly  illegal.  It  is  that  much 
eyeball  to  eyeball  between  Detroit 
and  the  Congress. 

Was  this  confrontation  really  neces- 
sary? Is  Detroit  a  bad  boy,  deserving 
a  congressional  spanking?  Or  was 
Congress  unreasonable  in  what  it 
asked  the  industry  to  do? 

To  get  some  answers,  you  have  to 
go  back  to  1970. 

In  that  year  Senator  Edmund  Mus- 
kie  was  actively  seeking  the  1972 
Democratic  presidential  nomination. 
He  needed  a  hot  issue,  and  environ- 
mentalism  seemed  to  be  it.  People 
were  exercised  over  smoke  and  smog, 
running  eyes  and  running  noses.  They 
were  angry  at  business,  whom  they 
blamed  for  the  situation.  Under  the 
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reumstances,  Senator  Muskie  ad- 
mitted he  wasn't  much  interested  in 
the  economics  of  automobile  pollution 
devices,  but  interested  only  in  a  law 
that  would  "force  the  technology":  If 
they  didn't  have  a  way  to  clean  up 
auto  emissions,  ihe  auto  companies 
would  find  a  way  il  the  alternative 
was  breaking  the  law.  Otherwise, 
Muskie  said,  they  would  stall.  ("I've 
heard  about  foot-dragging  so  often, 
I've  begun  to  think  it's  part  of  our 
corporate  name,"  one  GM  official  re- 
cently quipped.) 

The  auto  companies  complained 
about  the  timetable,  but  at  the  same 
time  they  continued  their  efforts  to 
produce  clean  cars. 

Compared  with  pre-1960  models, 
the  1977  models  reduce  the  amount 
of  hydrocarbons  they  emit  by  90%, 
carbon  monoxides  by  83%  and  nitro- 
gen oxides  by  60%.  The  public  has 
paid  in  fuel  economy  and  sticker 
prices,  but  the  new  ears  are  far  clean- 
er than  the  old  ones.  In  California, 
where  the  pollution  problem  is  es- 
pecially bad  and  standards  are  tight- 
er than  they  are  nationally,  emissions 
have  been  reduced  by  even  bigger 
percentages  but  at  a  further  11%  re- 
duction in  fuel  efficiency. 

So  why  all  the  fuss  about  comply- 
ing w  ith  the  final  stages  of  the  1970 
amendments  to  the  Clean  Air  Act? 
Why  didn't  Detroit  just  do  what  it  was 
told?  For  a  simple  reason:  As  in  push- 
ing anything  to  extremes,  the  job  of 
getting  the  last  few  pollutants  out  of 
the  tail  pipe  is  far  and  away  the  most 
costly  and  difficult  pail. 

Cars  built  before  legal  standards 
were  imposed  emitted,  for  example, 
about  15  grams  of  hydrocarbons  per 
mile  driven  (a  gram  is  .035  of  an 
ounce).  By  1977  the  auto  industry, 
complying  with  the  law,  had  cut  the 
hydrocarbon  emission  to  1.5  grams 
per  mile.  So  far,  so  good.  But  then 
came  the  really  tough  part.  The  1978 
models  were  supposed  to  get  hydro- 
carbon emissions  all  the  way  down  to 
0.41  grams  per  mile.  In  short,  having 
already  eliminated  90%  of  the  hydro- 
carbons, the  manufacturers  were  sup- 
posed to  raise  the  figure  to  97.3%.  Sim- 
ilar reductions  were  mandated  for 
carbon  monoxide  and  nitrogen  oxide. 
Complicating  the  already  formidable 
task  was  this  technological  fact:  The 
most  direct  way  of  getting  rid  of  the 
first  two  pollutants  is  to  burn  them 
within  the  exhaust  system;  but  doing 
that  creates  more  of  the  third  pollut- 
ant—whenever anything  is  heated,  ni- 
trogen and  oxygen  combine. 

As  far  as  eventually  meeting  these 
tough,  final-stage  standards,  the  auto 
companies  aren't  saying  they  can't 
ever  do  the  job.  They  are  saying  they 
can't  do  it  now,  and  they  had  con- 


vinced Congress  that  they  were  telling 
the  truth  to  the  point  where  Congress 
was  willing  to  give  them  at  least  some 
breathing  space  after  the  quite  im- 
pressive progress  of  the  past  decade. 

"Anything  is  possible  in  the  techni- 
cal community  given  enough  time  and 
money,"  says  Dr.  Fred  Bowditch, 
CM's  top  executive  for  emissions  con- 
trol. "What  we  are  saying  is  that  we 


". . .  Congress  must  act 
swiftly.  The  scheduled 
manufacturing  cycle  for 
autos  and  the  automotive- 
related  industry  timeta- 
bles cannot  be  interrupted. 
Interruptions  and  disloca- 
tions would  disrupt  the 
overall  industry  " 

—Representative  John  Dingell 


don't  know  how  to  do  it  right  now." 
They're  also  saying  that  what  they  do 
know  how  to  do  is  fuel-inefficient  and 
expensive. 

"It's  understandable,"  admits  one 
senator's  staff  man.  "The  auto  guys 
don't  like  to  take  a  piece  of  equip- 
ment off  the  bench  one  year  and  stick 
it  on  10  million  cars  the  next." 

A  vice  president  of  Volkswagen  of 


Trade-offs  And  Trade-ins 

The  solid  black  line  below  traces  the  decline  since  1970,  under  present 
standards,  in  hydrocarbons  emitted  in  automotive  exhaust  fumes.  The 
red  lines  trace  where  we  might  go  from  here.  The  solid  red  line  traces 
the  predictable  decline  if  tougher  standards  required  by  law  for  1978 
had  been  met  by  automakers.  The  broken  red  line  projects  the  conse- 
quences of  Senator  Muskie's  proposal  to  extend  1977  standards  for 
another  year  and  tighten  them  in  1979.  The  dotted  red  line  projects  the 
Dingell-Train  proposal  to  extend  the  1977  standards  for  two  more  years, 
temporize  for  another  two  years  and  tighten  them  in  1982.  But  even  if 
no  further  tightening  were  mandated,  the  air  would  get  cleaner  under 
the  1977  standard  (broken  black  line)  as  older  cars  hit  the  scrap  heap. 


6.0 


Source:  National  Academy  of  Engineering-National  Academy  of  Sciences 
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America  adds:  "When  someone  is  re- 
quired to  do  something  in  haste,  he 
inevitably  does  it  at  the  expense  of 
reliability  and  performance."  Buyers, 
he  points  out,  blame  the  manufac- 
turer when  things  go  wrong,  and  that, 
of  course,  translates  into  lost  sales, 
lost  jobs  and  antibusiness  sentiment 
—when  the  fault  is  Congress',  not 
business'. 

One  of  the  most  promising  items 
the  companies  might  take  off  the 
bench  and  install  on  10  million  cars 
in  the  future  is  the  three-way  catalyst. 
Volvo  used  it  on  one  model  last  year 
in  California.  In  what  is  now  under- 
stood as  .  a  very  political  Governor 
Brown-for-President  move,  the  Cali- 
fornia Air  Resources  Board  hailed  the 
three-way  catalyst  as  The  Answer. 
Brown's  former  campaign  manager, 
Tom  Quinn,  head  of  the  agency,  be- 
rated Detroit,  and  the  EPA  as  well. 

Volvo's  three-way  catalyst  did  help 
it  to  meet  tough  emission  standards. 
But  Volvo  itself  denied  the  accom- 
plishment was  anything  like  the 
"most  significant  breakthrough  ever 
achieved"  in  auto  emissions  which 
Quinn  had  announced  and  which 
Jerry  Brown  implied  in  a  letter  to  ev- 
ery congressman. 

There's  no  doubt  that  Volvo's  three- 
way  catalyst  (designed  by  Engelhard 
Minerals)  is  a  remarkable  piece  of 
equipment.  It  uses  rhodium  in  addi- 
tion to  the  palladium  and  platinum 
used  in  regular  catalysts  to  get  rid  of 
the  nitrogen  oxides. 

So  far,  however,  Volvo  has  made 
these  work  on  only  one  four-cylinder, 
$6,600-plus  car,  which  is  also 
equipped  with  an  expensive  fuel-injec- 
tion system  instead  of  a  carburetor. 
The  company  is  just  now  trying  to 
adapt  it  to  a  V-six  cylinder  engine. 
Furthermore,  the  California-adminis- 
tered test  the  Volvo  passed  was  not 
as  stringent  as  EPA's  own  tests. 

There  are  other  problems  as  well. 
One  is  rhodium  availability.  There 
may  not  be  enough  of  the  stuff  even 
in  South  Africa,  where  70%  of  known 
reserves  are,  to  equip  Detroit's  10 
million  cars.  If  there  is,  it  will  take 
some  time  to  develop  the  mines,  re- 
cruit and  train  the  miners.  All  of 
which  raises  an  interesting  prospect; 
Such  a  converter,  if  widely  used, 
would  be  a  great  shot  in  the  arm  to 
the  trade  balance  of  white-ruled 
South  Africa.  Do  the  environmental- 
ists really  want  to  give  a  shot  in  the 
arm  to  South  Africa's  ailin  economy? 
As  environmentalists,  will  they  praise 
the  new  rhodium-using  device,  while 
as  civil  righters  insist  that  we  trade 
less  with  South  Africa?  Did  Governor 
Brown  consider  all  this?  Of  course 
not.  He  was  out  for  a  headline  or  two. 

At  any  rate,  the  three-way  catalyst 


isn't  the  only  way  to  go.  Chrysler,  for 
example,  is  more  interested  in  "elec- 
tronic lean  burn."  Company  engi- 
neers are  trying  to  develop  a  system 
that  "doesn't  require  hang-ons  to 
work,"  in  the  words  of  Charles  Hei- 
nen,  director  of  Vehicle  Emissions/ 
Fuel  Economy  Planning.  Instead,  the 
system  uses  electronics  to  precisely 
control  all  the  variables  so  the  engine 
can  operate  with  a  lean  air/fuel  mix- 


". . .  The  same  people  who 
are  yielding  to  environ- 
mentalists and  support- 
ing this  legislation  are  also 
crying  about  high  unem- 
ployment. They  can't  have 
it  both  ways  " 

—Senator  Jake  Garn 


ture.  Although  the  company  is  en- 
couraged with  its  system,  it  hasn't 
eliminated  all  the  hang-ons. 

Other  possibilities  include  diesel 
engines,  which  get  good  mileage  but 
are  expensive  and  cause  other  prob- 
lems, primarily  noise  and  smoke. 

Auto  manufacturers  are  also  work- 
ing on  stratified-charge  engines  that 
use  two  different  air/fuel  mixtures, 
one  rich  and  one  lean,  in  different 
engine  areas.  There  are  two  types  of 
stratified-charge  engines  being  tested 
—divided  chamber  and  fuel  injected. 

Honda  is  out  front  with  a  divided- 
chamber  system,  currently  offering  it 
on  its  subcompact  Civic  CVCC.  In  a 
laboratory,  Honda  has  met  0.4  nitro- 
gen oxide  grams  per  mile  with  this 
system,  but  only  by  sacrificing  20%  to 
25%  of  the  remarkable  fuel  efficiency 
that  its  current  models  deliver.  The 
company  has  not  developed  or  pro- 
duced actual  cars  that  meet  the  stan- 
dard. Nor  has  Honda  or  its  licensees, 
Ford  and  Chrysler  among  them,  suc- 
ceeded in  applying  the  system  to 
larger  automobiles. 

Volkswagen  is  offering  fuel  injec- 
tion on  all  of  its  1977  models.  The 
technology  helps  it  meet  low  emis- 
sion standards  without  fuel  penalties. 
But  even  with  fuel  injection,  which 
adds  about  $150  to  the  cost  of  a  Rab- 
bit, Volkswagen  autos  can't  meet  the 
1978  standard.  The  companies  are 
also  working  on  gas  turbine  engines, 
steam  engines,  electric  cars. 

Detroit  has  spent  millions  on  re- 
search  and   development   since  the 


auto-emission  problem  was  first  de- 
tected in  California  by  Dr.  Arie 
Haagen-Smit  in  1949.  Haagen-Smit, 
a  biochemist  at  Caltech  in  Pasadena, 
knew  something  was  wrong  with  his 
plants.  He  thought  it  might  be  the 
smoggy  air  and  decided  to  analyze 
the  air  to  find  out  what  was  in  it. 
He  ultimately  discovered  that  when 
hydrocarbons  and  nitrogen  oxides  re- 
act with  sunlight  they  form  oxidents 


such  as  ozone,  a  harmful  pollutant. 

Detroit  at  first  said  "that  couldn't 
be,"  but  once  they  admitted  they  had 
a  problem,  the  auto  companies  did 
not  oppose  federal  regulation.  In  the 
words  of  GM's  Bowditch,  "We  knew 
it  had  to  be  done  and  it  isn't  mar- 
ketable." (GM,  by  contrast,  thinks 
fuel  economy  is  marketable  and  has 
opposed  regulation  to  achieve  it. 
GM's  perfectly  logical  idea  is  that 
people  will  pay  willingly  for  some- 
thing that  will  save  them  money  but 
must  be  legislated  to  pay  for  some- 
thing that  is  for  the  general,  as  op- 
posed to  the  specific,  good. ) 

So  the  real  argument  between  the 
motor  industry  and  Congress— at  least 
in  recent  years— is  not  over  clean  air, 
but  over  timing  and  technology.  Could 
the  industry  have  pushed  the  tech- 
nology faster  had  it  wanted  to?  May- 
be, but  Americans  should  be  careful 
about  pushing  the  "we-sent-men-to- 
the-moon-didn't-we?"  argument  too 
far.  As  Bowditch  points  out:  "When 
President  Kennedy  declared  we  would 
go  to  the  moon  within  a  decade,  the 
basic  technology  had  already  been 
developed."  Rocket  technology  dates 
from  well  back  before  World  War 
II;  antipollution  technology  is  not 
much  more  than  a  decade  old. 

This  being  so,  what  is  more  im- 
portant? That  the  nation  fanatically 
strive  to  achieve  some  charmed  num- 
bers in  the  antipollution  game  within 
an  artificial  time  limit?  Or  that  we 
come  up  with  a  balanced  set  of  an- 
swers to  the  question  of  how  much 
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more  clean  air  we  will  get  for  each 
additional  cost? 

Studies  done  since  the  1970 
amendments  were  passed  have  indi- 
cated that  time  in  itself  will  do  much 
of  the  job  of  reducing  automotive  pol- 
lution (see  chart,  p.  34).  Most  of  the 
chemicals  spewed  into  the  air  by  auto- 
mobiles come  from  older  vehicles, 
built  in  the  days  of  more  lenient  stan- 
dards or  none  at  all.  It  takes  six  1977 
cars  to  pollute  as  much  as  one  1967 
car.  As  these  old-timers  are  replaced, 
auto  pollution  will  come  down;  prop- 
er maintenance  of  cars  that  can  meet 
the  standards  would  also  help.  By 
contrast,  far  less  will  be  gained  over- 
all by  further  tightening  of  the  kind 
demanded  in  the  existing  law.  That 
further  tightening  may  be  desirable. 
But  is  it  necessary  that  we  achieve 
it  within  a  few  months? 

Thus  reason  and  common  sense  are 
very  much  on  the  side  of  delaying 
full  enforcement  of  the  current  stan- 
dards. Politics,  however,  is  another 
matter.  Senator  Muskie  went  home 
from  the  last  Congress  angry  that  the 
auto  industry  had  opposed  the  Senate- 
House  conference  bill  because  it  want- 
ed more  than  a  one-year  reprieve. 
Muskie  vowed  he  would  do  nothing 
to  give  Detroit  a  "quick  fix"  when 
Congress  reconvened  in  January. 

Nevertheless,  Muskie  has  intro- 
duced three  pieces  of  clean-air  legis- 
lation. His  own  favorite  is  one  that 
would  deal  with  autos  only.  It  would 
give  a  one-year  reprieve  to  the  auto 
industry  and  insist  upon  final  tight 
standards  on  1979  models.  Muskie's 
own  final  nitrogen-oxide  standard 
would  be  increased  to  1  gram  per 
mile.  Otherwise,  says  a  staffer,  Mus- 
kie is  quite  satisfied  with  his  1970 
handiwork  and  court  interpretations  of 
it  and  isn't  really  interested  in  any 
further  amending. 

Utah's  Senator  Gain  is  watching 
the  situation  closely.  If  Gam  isn't  sat- 
isfied, he  could  make  trouble  again. 
He,  too,  would  like  to  see  the  autos 


". . .  If  [the  auto  compa- 
nies] think  they  can  come 
back  next  year  and  get  a 
quick  fix  from  the  Senate 
they  better  take  long 
careful  thoughts  about 
it... "-Oct.  1,1976. 

. .  Time  is  running 
out..."— Jan.  14,1977. 

—Senator  Edmund  Muskie 


treated  separately  and  the  concept 
of  "no  significant  deterioration"  kept 
out  of  the  law.  That  latter  issue  ap- 
pears to  be  again  on  its  way  to  the 
Supreme  Court. 

Meanwhile,  in  the  House,  the  for- 
midable John  Dingell,  ever  loyal  to 
his  autoworker  constituents,  is  again 
proposing  stretching  out  the  dead- 
line for  about  five  years.  Represen- 
tative  Paul  Bogers  (Dem.,  Fla.), 
chairman  of  the  subcommittee  that 
put  together  the  House  version  of  last 


year's  proposed  Clean  Air  Amend- 
ments (before  the  Dingell  Amend- 
ment), is  still  working  on  a  new  strat- 
egy. "I'm  not  sure  but  that  the  indus- 
try could  have  developed  the  tech- 
nology," he  says.  "Because  of  their 
lack  of  effort,  we  will  probably  have 
to  give  them  some  relief." 

The  United  Auto  Workers  took  a 
middle  road  last  year  by  supporting 
an  amendment  that  would  have  pro- 
vided for  a  two-year  extension  of  ex- 
isting standards.  Since  then  the  union 
has  been  reassessing  its  position.  In 
December  UAW  President  Leonard 
Woodcock  called  for  a  meeting  with 
President  Carter  at  an  early  date.  La- 
ter Carter's  staff  said  the  President 
favored  at  least  a  one-year  extension 


of  1977  emission  standards. 

But  the  situation  remains  ambigu- 
ous. There  remains  a  danger  that 
Congress,  while  quailing  from  the 
prospect  of  throwing  millions  of  peo- 
ple out  of  work  by  continuing  and 
enforcing  the  present  law,  will  agree 
to  only  an  unwilling  compromise.  Ev- 
erybody, Muskie  grudgingly  included, 
wants  to  give  Detroit  more  time.  But 
how  much  more  time?  And  should  the 
extension  of  time  be  accompanied  by 
an  easing  of  the  objectives?  Should 
fuel  economy  be  a  consideration?  Or 
cost?  These  are  all  hot  issues,  and  on 
any  one  of  them  final  agreement  could 
founder. 

Roger  Strelow,  former  head  of  air 
and  waste  management  for  the  EPA 
and  now  a  Washington  lawyer,  has 
come  up  with  an  idea:  Let  Congress 
do  nothing.  Let  the  auto  companies 
build  their  1978  models  in  violation  of 
the  law.  Then  soak  the  auto  compa- 
nies with  a  fine  on  each  car  they 
build.  That  proposal  has  some  sup- 
port both  in  Congress  and  in  the  en- 
vironmentalist lobby  group,  the  Clean 
Air  Coalition. 

Who  would  ultimately  pay  the 
fine?  The  companies  themselves?  Or 
the  consumers? 


". . .  I'm  not  sure  but  that 
the  industry  could  have 
developed  the  technolo- 
gy... .  Because  of  their 
lack  of  effort,  we  will 
probably  have  to  give 
them  some  relief ...  I 
think  we  would  start  in 
the  first  six  months. . . ." 

—Representative  Paul  Rogers 


If  the  idea  is  to  make  the  auto  buy- 
ers pay,  Congress  may  think  twice, 
for  the  voters  are  of  two  minds 
about  environmental  measures.  They 
have  shown  themselves  to  be  very 
much  in  favor  of  cleaning  up  the  air 
as  long  as  somebody  else  pays  for  it 
and  it  isn't  too  much  trouble.  Many, 
for  example,  disconnected  pollution- 
control  equipment  to  make  their  cars 
run  better.  And  EPA  has  had  to  have 
nozzles  on  gas  pumps  redesigned  to 
prevent  consumers  from  using  less  ex- 
pensive leaded  gasoline  in  their  new 
catalyst-equipped  cars.  (Lead  de- 
stroys the  ability  of  the  catalyst  to  re- 
duce emissions.)  So  consumers  can  be 
expected  to  resist  any  price  increases 
due  to  penalties. 
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In  a  world  of  diminishing  resources,  tried  and  tested 
traditional  materials  become  more  and  more  important. 

Wood  is  vital  for  the  way  we  live  today.  More  so  than 
at  any  other  time.  And  here's  where  we  can  help. 

We've  been  foremost  in  Canadian  banking  for  over 
one  hundred  years.  And  in  that  time,  we've  worked  hand 
in  hand  with  the  men  who've  developed  Canada's  vast 
natural  resources, 

We've  provided  the  finance  to  build  sawmilis, 
pulping  plants  and  all  the  distnbution  techniques 
necessary  to  capitalise  on  these  resources.  Growing, 
harvesting,  processing  and  replanting  wood  for  forest- 
using  industries  are  pnme  areas  where  our  financial 


expertise  has  proved  crucial. 

If  you  are  in  the  business  of  timber  management- 
pulp  and  paper,  lumber  or  allied  products-call  your 
nearest  Canadian  Imperial  Bank  of  Commerce  repres- 
entative. We  will  always  listen.  And  with  our  experience, 
we'll  surely  have  a  few  ideas  of  our  own. 

Together  we'll  grow  for  the  future. 

<i> 

CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Ollioe- Commerce  Court,  Toronto  M5L  1A2,  Canada  New  York  Agency  22  William  St .  N  Y  10005  •  (212)825-7000 
Over  1,700  branches  in  Canada,  branches  or  representative  offices  in  ma|or  business  centre;,  worldwide 


Essentials 


Producing  essentials  has  made  us  a  billion 
dollar  company. 

Essentials  like  steel.  In  Colorado,  our  CF&I 
Steel  Corporation  owns  and  operates  its  own 
mines  and  quarries  that  supply  the  raw  materials 
for  steel.  The  quality  steel  that  CF&I  turns  into  rails, 
building  beams,  casing  and  tubing  used  in  oil 


drilling  and  dozens  of  other  basic  steel  products 

Essentials  like  Crane  valves  and  pumps. 
As  the  world's  largest  producer  of  valves,  you'll 
find  our  products  in  such  growth  areas  as  the 
petroleum,  chemical,  power,  and  pulp  and  pape 
industries.  You'll  also  find  our  pumps  everywhere 
from  chemical  processing  to  nuclear  power  plant: 


The  products  of  Crane's  growth* 


Essentials  like  pollution  control  equipment, 
>r  both  private  industry  and  government, 
ssentials  like  building  products,  from  plumbing 
Ktures  to  door  and  sashes  for  offices,  schools, 
eatres,  private  homes,  hospitals  and  hotels. 

Essentials  like  aircraft  braking  systems, 
irtually  every  commercial  jet  and  military 


transport  uses  one  of  our  Crane  anti-skid  braking 
systems  made  by  our  Hydro-Aire  Division. 

Specializing  in  essentials  for  basic 
industry  has  put  us  right  at  the  heart  of  American 
business.  It  has  also  made  us  one  of  America's 
most  important  companies.  Crane  Co.,  300  Park 
Avenue,  New  York,  N.Y.  10022. 


CRANE 

 ® 

Fluid  and  pollution  control/Steel/Building  products/Aerospace  &  aircraft 


Join  the  waste  watchers 
and  see  how  much  more 
your  paper  dollars  can  buy. 


More  for  your  money. 
Fort  Howard  has  more  ways  for  you 
to  get  more  for  your  money.  Like  our 
new  700-foot  roll  towel.  You  get 
more  hand-dries  and  less  chance 
of  run-out. 

Or  our  1800-sheet  roll  of  Billow® 
tissue.  Because  it's  longer  than  the 
standard  1000-sheet  roll,  it  doesn't 
have  to  be  changed  as  often,  so  your 
maintenance  man  makes  fewer  trips. 

Either  way,  your  maintenance 
dollars  buy  more  productivity. 


More  paper,  too. 
Your  maintenance  man  may  be 
throwing  away  up  to  25%  of  your 
paper  dollars  in  stub  roll  leftovers 
when  he  refills  the  cabinet.  Now 
the  Commander  I®  cabinet  lets  you 
load  a  new  roll  towel  that  won't  start 
feeding  until  the  old  roll  runs  out. 

Be  a  waste  watcher. 
Call  your  Fort  Howard  distributor 
and  become  a  waste  watcher 
Before  another  dollar 
slips  away. 


tehee 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

The  Waste  Watchers. 


Soak  the  companies,  then?  Let 
them  pay  the  fines?  Don't  tell  that 
to  American  Motors'  creditors  who,  as 
of  this  writing,  are  still  pondering 
whether  to  give  the  smallest  of  the 
four  U.S.  automakers  an  extension. 
American  Motors  simply  couldn't  af- 
ford to  pay.  Depending  on  the  size 
of  the  fine,  Chrysler  might  not  be  able 
to  afford  it,  either. 

Everybody  wants  cleaner  air.  But 
how  clean  is  clean?  How  much  of  a 
hurry  must  we  be  in? 

Environmentalists,  regrettably,  tend 
to  think  of  business  as  their  chief  an- 


tagonist. Force  business  into  line  and 
everything  will  be  fine.  But  consum- 
ers have  a  stake  in  these  issues,  and 
so  do  factory  workers,  auto  workers 
and  everybody  else  whose  job  depends 
on  auto  sales.  The  environmentalists 
find  business  a  tempting  and  easy  tar- 
get. These  other  targets  may  turn  out 
to  be  a  lot  more  dangerous. 

There  is  an  old  railroad  yarn.  A 
passenger  is  sitting  reading  when  the 
conductor  comes  along:  "Sir,  you'll 
have  to  get  your  baggage  off  that 
seat."  The  passenger  goes  on  reading. 
A  few  minutes  later  the  conductor 


comes  back:  "Sir,  company  rules;  you 
must  remove  that  baggage."  Still  no 
answer.  Exasperated,  the  conductor 
returns:  "If  you  don't  move  that  god- 
damned luggage,  I'm  going  to  throw 
it  out  of  the  window!"  The  passenger 
doesn't  even  look  up.  Out  the  win- 
dow goes  the  luggage.  Finally,  the 
passenger  looks  up.  "What  did  you  do 
that  for?"  he  asks  the  conductor.  "It 
wasn't  my  luggage." 

The  present  argument  over  emis- 
sion deadlines  is  like  that.  Congress 
ought  to  be  careful  whose  luggage  it 
throws  out  the  window.  ■ 


Superclean 


It  is  not  only  the  automobile  indus- 
try that  is  in  confrontation  with  the 
Clean  Air  Act.  If  the  extreme  inter- 
pretations of  the  act  are  upheld,  ex- 
pansion of  some  20  other  industries 
could  be  severely  limited  and  unem- 
ployment greatly  increased. 

In  1972  U.S.  District  Court  Judge 
John  Pratt  used  the  phrase  "no  signi- 
ficant deterioration"  in  ruling  for  the 
Sierra  Club  in  a  key  legal  opinion. 
The  Sierra  Club  had  sued  the  En- 
vironmental Protection  Agency  claim- 
ing that  the  agency  should  not  allow 
the  air  to  get  worse  anywhere— even 
where  the  air  was  already  better  than 
the  National  Ambient  Air  Quality 
Standards  required.  The  EPA  dis- 
agreed. But  on  June  11,  1973  the  Su- 
preme Court  in  a  tie  vote  upheld  the 
lower  court's  decision. 

The  original  act  quite  clearly  pro- 
vided that  productivity  should  be 
considered  as  well  as  clean  air.  That 
is,  air  purity  was  not  an  absolute; 
there  are  trade-offs  between  clean  air 
and  jobs.  What  these  court  rulings 
have  done  is  to  tip  the  balance  in 
favor  of  clean  air.  Carried  to  then- 
logical  conclusions,  they  would  mean 
that  very  few  new  plants  could  be 
built  anywhere. 

The  extreme  environmentalists,  of 
course,  argue  that  they  are  not  against 
job-creating  industry,  but  if  they  have 
their  way  we  would  end  up  with  a 
slow-growth  economy  at  best.  How 
clean— in  an  absolute  sense— can  any 
heavy  industry  be?  Directed  by  the 
courts  to  "prevent  significant  deterio- 
ration," the  Environmental  Protection 
Agency  had  to  decide  what  was 
"significant."  EPA  made  four  propos- 
als, held  extensive  hearings  around 
the  country  and  finally  promulgated 
standards  in  December  1974.  They 
were  tough  standards. 

Under  the  EPA  scheme  "pristine" 
areas  of  the  country  can  be  divided 
into  three  classes.  Class  I  could  have 
essentially  no  deterioration.  Class  II 
could  have  some  and  Class  III  could 


drop  to  the  national  standards  that 
most  areas  of  the  country  are  still 
trying  to  attain.  EPA,  however, 
didn't  decide  which  areas  to  classify 
which  way.  It  simply  said  all  pristine 
areas  will  start  out  as  Class  II;  states, 
Indian  tribes  and  federal  land  man- 
agers can  acquire  from  EPA  the  power 
to  change  the  status  of  their  land. 
But  federal  land  managers  can  only 
go  to  Class  I,  not  Class  III.  EPA 
then  asked  Congress  to  clarify  its  in- 
tent. Meanwhile,  every  time  industry 
wants  to  build  a  plant  in  a  superclean 
area,  EPA  is  back  in  court  with  the 
Sierra  Club  or  the  company,  or  both. 

Last  August,  as  the  Senate  was  de- 
bating its  version  of  the  proposed 
Clean  Air  Act  amendments,  which 
spelled  out  a  no-significant-deteriora- 
tion policy  tougher  than  EPA's,  the 
U.S.  District  Court  again  affirmed  the 
earlier  decision.  The  parties,  however, 
have  asked  the  Supreme  Court  to  re- 
view the  situation.  EPA,  now  com- 
mitted to  its  no-significant-deteriora- 
tion program,  is  saying  that  the  court 
shouldn't  bother.  This  was  only  natu- 
ral. What  bureaucracy  seriously  resists 
proposals  to  enhance  its  power? 

What  precipitated  the  collapse  of 
the  amendments  to  the  Clean  Air  Act 
last  fall  was  the  growing  anger  of  an 
area  of  the  country  that  is  being  de- 
nied jobs  and  industrial  expansion  by 


the  no-significant-deterioration  doc- 
trine. In  Utah,  the  proposed  Kaiparo- 
wits  coal-fired  power  plant  was  aban- 
doned by  its  sponsors  because  of  en- 
vironmental problems.  Most  of  the  lo- 
cals were  outraged;  they  want  the 
jobs  and  the  business.  Utah  is  a  spe- 
cial case,  because  two-thirds  of  its 
land  is  federally  owned  and  thus  can 
only  be  in  the  two  most  stringent 
classes  as  far  as  air  pollution  is  con- 
cerned. In  effect,  the  environmentalists 
would  deny  the  people  of  Utah  the 
use  of  most  of  their  land  for  job-creat- 
ing purposes. 

At  this  point,  the  state's  two  sena- 
tors, Bepublican  Jake  Gam  and  re- 
cently defeated  Democrat  Frank  Moss, 
began  to  filibuster  against  the  amend- 
ments. Better  no  bill  at  all,  they  felt, 
than  one  that  forced  a  no-growth 
philosophy  on  Utah.  In  filibustering, 
however,  the  Utah  senators  deprived 
Detroit  of  amendments  that  would 
have  delayed  imposition  of  the  strict- 
est auto  pollution  standards.  So  the 
automobile  industry  was  left  hanging. 
The  environmentalists  like  to  claim 
that  Detroit  was  glad  to  be  in  this 
position  because  it  wanted  more  than 
a  one-year  extension  of  existing  stan- 
dards. Maybe  so,  but  what  about  the 
senators  from  Utah  and  their  con- 
stituents? Are  they,  en  masse,  toadies 
of  the  auto  industry?  Not  likely.— J.B. 


Points  Of  Exhaustion:  The  cars  above  are  simulating  a  typical  drive  through  city 
traffic  on  a  dynamometer,  which  absorbs  the  power  generated  by  the  engine. 
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They  Can  Get  It  For  You  Wholesale 


The  discount  brokers  aren't  the  only  ones  willing 

to  shave  rates  these  days.  Full-service  stockbrokers  will, 

too,  if  you  are  a  good  enough  customer. 


By  ESTHER  DYSON 

If  you  are  generating  $5,000  or  more 
a  year  in  brokerage  commissions  and 
you  aren't  getting  a  substantial  dis- 
count or  kickback  from  your  broker, 
maybe  you  just  aren't  flexing  your 
muscles  enough. 

Even  the  discount  brokers  are  dis- 
counting these  days.  Listen  to  Tom 
Shearman,  former  vice  president  of  in- 
dividual marketing  for  Merrill  Lynch 
and  now  a  partner  in  New  York's 
newly  opened  discount  broker  Shear- 
man, Ralston,  Inc.:  "For  good  custom- 


ers, our  rates  aren't  ironclad,  either." 

While  many  of  the  discount  bro- 
kers are  flourishing,  their  biggest  im- 
pact may  well  be  on  the  nondiscount 
brokers.  "We  probably  affect  ten  times 
the  amount  of  business  we  actually 
do,"  says  Jeffrey  W.  Casdin,  the  beard- 
ed president  of  another  New  York  dis- 
counter. Source  Securities  Corp. 

Full-service  brokers  don't  like  to 
talk  about  it,  but  many  of  them  con- 
cede that  they  will  grant  discounts  to 
good  customers,  provided  the  office 
manager  approves  the  discount.  Ev- 
erybody is  a  little  vague  about  what 


Who  Are  The  Discount  Brokers? 

The  companies  listed  below  are  all  located  in  New  York  City.  Discount  brokers 
located  outside  New  York  City  include  Burke,  Christensen  &  Lewis  Securities, 
Inc.,  Chicago;  Daley,  Coolidge  &  Co.,  Cleveland,  Ohio;  Kahn  &  Co.  Inc., 
Memphis,  Tenn.;  Kulak,  Voss  &  Co.,  Inc.,  Springfield,  Va.;  Letterman  Trans- 
action Services,  Newport  Beach,  Calif.;  Charles  Schwab  &  Co.,  San  Francisco; 
Springer  Investment  &  Securities  Co.,  Inc.,  Indianapolis,  Ind.;  StockCross, 
Boston,  Mass.;  and  Thrift  Trading,  Inc.,  Minneapolis,  Minn.  Quick  &  Reilly 
also  has  branches  in  Baltimore,  Md.;  Miami  and  Palm  Beach,  F 1  a . ;  and 
Washington,  D.C. 


Company 

Minimum 
Charge* 

Annual 
Charge 

Insurance 

Rates  (in  brief) 

Chemical  Bank 

$35 

$  30* 

NA 

1-500  shares:  $35;  501-1,000  shares: 
$55;  1,000+  shares:  negotiable. 

Marquette  de 
Bary  Co. 

20 

$300,000 

Discount  ranges  from  0%  to  75%; 
increases  sharply  with  size  of  trade. 

Kingsley,  Boye  & 
Southwood** 

150 

50,000 

Discounts  increase  up  to  50%  on 
round  lots  of  $5,100  and  above. 

Quick  & 
Reilly** 

30 

300,000 

45%   off  on  NYSE  market  orders 
placed  before  9:45  a.m.;  40%  off 
on  other  market  orders;  35%  off  on 
limit  orders. 

Shearman, 
Ralston 

25 

300,000 

First  100  shares:  40  cents  each;  next 
100:  30  cents;  next  100:  20  cents; 
remainder:  10  cents;  or  30%  off 
old  rates,  whichever  is  lower. 

Muriel  Siebert 
&  Co.** 

25 

300,000 

50%  off  old  rates. 

Source 
Securities 

25 

250+ 

50,000 

Discounts  up  to  81%  on  large 
trades  by  frequent  customers. 

NA-Not  applicable 
account  customers. 

tStock 
**Member 

trades. 
New  York 

fDeposit,    first    year    only.      'Limited    to  checking 
Stock  Exchange. 

constitutes  a  "good"  customer,  but  the 
$5,000  figure  is  pretty  much  a  mini- 
mum, and  that  for  a  customer  who 
isn't  too  demanding  of  time  and  ser- 
vices and  who  trades  in  multihundred 
lots  of  higher  priced  stocks. 

When  they  discount,  full-service 
firms  don't  try  to  match  the  profes- 
sional discounters.  Says  a  broker  pitch- 
ing an  account  for  Kidder,  Peabody: 
"We've  been  told  we'll  be  competitive 
with  the  other  large  houses,  say  15% 
to  20%  on  accounts  with  over  $5,000 
in  activity."  Merrill  Lynch  concurs. 
Says  John  A.  Fitzgerald,  vice  presi- 
dent of  Merrill's  marketing  services, 
"When  competitive  rates  started,  we 
thought  individuals  of  institutional 
size  would  ask  for  discounts  and,  in 
order  to  retain  valuable  customers, 
we'd  offer  them  probably  a  relatively 
modest  10%  or  15%.  Since  then,  the 
frequency  has  grown,  and  so  has  the 
size."  A  broker  for  Reynolds  Securi- 
ties won't  mention  figures,  but  he  sug- 
gests, "It  depends  on  the  volume  you 
do.  Then  I'll  go  to  my  branch  man- 
ager and  say,  'Look  at  the  volume  this 
person  is  doing.'  " 

For  the  regional  firms  the  pressure 
is  on,  too,  but  it's  not  quite  so  fierce. 
In  fact,  says  the  president  of  one  mid- 
western  firm,  the  retail  business  is  still 
so  profitable  that  "a  week  doesn't  go 
by  that  someone  doesn't  offer  to  ac- 
quire us  and  our  40-man  sales  opera- 
tion." George  McNamee,  president  of 
First  Albany  Corp.  in  Albany,  N.Y., 
says,  "It's  spreading,  but  it  hasn't 
reached  us  very  much  yet." 

The  camel  got  its  shoulders  under 
the  tent  in  May  1975,  when  the  New 
York  Stock  Exchange  responded  to 
congressional  pressure  and  abolished 
fixed  rates  on  commissions  on  small 
trades  (commissions  for  trades  over 
8300,000  were  already  negotiable). 
Yet  all  but  the  biggest  individual  in- 
vestors were  left  behind.  Casdin— 
whose  Source  Securities,  as  a  non- 
member  firm,  was  never  subject  to 
NYSE  restrictions  and  had  started  dis- 
counting for  individuals  back  in  1971 
—remembers:  "People  wondered  what 
would  happen  when  Merrill  Lynch 
could  discount  too.  The  hoopla  about 
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"Everything's  come  to  a  screeching  halt.  Jimmy's  got  Paperalysis!" 


times  faster  than  you  could  by  hand  with  a  Pitney 
Bowes  automatic  collator. 

For  complete  information  on  how  paperalysis 
slows  your  business  down,  and  how  Pitney  Bowes 
paperhandling  products  and  systems,  including  the 
new  Pitney  Bowes  PBC  plain  bond  copier,  can  help 
speed  it  up,  write  us:  Pitney  Bowes,  1768  Pacific 
Street,  Stamford,  Conn. ,  06904,  or  call  one  of  our 
190  offices  throughout  the  U.S.  and  Canada. 
Postage  Meters,  Mailing  Systems,  Copiers, 
Counters  and  Imprinters,  Addresserprinters, 
Labeling  and  Marking  Systems. 

ft  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


SYmPTom :  ucKinG  aim  stickmg 

STAMPS.  Treatment:  Meter 
stamp  your  mail  with  a  Pitney 
Bowes  postage  meter  mailing 
machine.  It's  much  faster.  And 
you  can't  lose  a  meter  stamp. 


SYmPTOIII:  OPEMIIG  MAIL  BY  HARD. 

Treatment:  Do  it  by  machine. 
Pitney  Bowes  has  a  variety  of 
them.  They  can  open  and  stack 
any  size  envelopes  at  high  speed 


SYMPTOMS:  COPYMG  ADD  THEil 
COLLATinG  BY  HARD.  Treatment: 
Make  37  clean  sharp  plain 
bond  copies  a  minute  with  a 
Pitney  Bowes  PBC®  Copier. 
Then  collate  the  copies  many 


]□□□ 


ARE  GREAT  FOR 
inDUSTRV  TOO! 

A  lot  of  what  people  want  to  escape 
to— like  cleaner,  less  hectic, 
quieter  living— is  available  in 
communities  of  5,000  to  100,000 
that  are  seeking  new  industry.  We 
know  of  many  with  the  resources 
and  facilities  that  are  important  in 
relocating  industry.  We'd  like  to 
tell  you  about  them. 

FOR  INFORMATION  about  the 
easy-living  small  and  medium  size 
towns  on  our  line,  please  write  us 
on  your  letterhead,  in  complete 
confidence  and  without  obligation, 
stating  as  much  as  possible  your 
specific  needs. 

N.  A.  KIRCHOFF, 
Vice  President -Industrial 
Development,  St.  Louis-San 
Francisco  Railway  Co.,  923J 
Frisco  Bldg.,  St.  Louis,  Mo.  63101, 
or  call  (314)  241-7800 


FRISCO 


St.  Louis-San  Francisco  Railway  Co. 

Frisco  Territory  includes: 
Alabama,  Arkansas,  Florida, 
Kansas,  Mississippi.  Missouri, 
Oklahoma.  Tennessee,  and  Texas. 


May  Day  was  so  great,  they  expected 
us  to  be  knocked  out  of  the  box." 

What  actually  happened  was  that 
most  of  the  brokers  raised  their  retail 
rates  by  about  8%— the  better  to  be 
able  to  absorb  the  costs  of  discounting 
to  their  larger  institutional  customers, 
who  had  the  clout  to  push  their 
rates  down  by  as  much  as  25%  initially 
and  85%  currently,  for  competition  has 
gotten  fiercer  in  this  arena  too. 

This  created  a  void,  and  the  dis- 
count brokers  quickly  filled  it.  There 
are  now  about  40  of  them,  with  new 
ones  springing  up  all  the  time.  The 
biggest  is  New  York  City-based  Quick 
&  Reilly,  with  11,000  customers.  Oth- 
ers are  listed  in  the  table  on  page  42. 


Hons  they  answer  range  from  queries 
about  prices  and  market  direction  at 
the  mass-oriented  houses  like  Quick  & 
Reilly  or  Muriel  Siebert  &  Co.,  to 
fairly  complicated  ones  about  funda- 
mentals of  a  particular  stock  if  the 
"salesman"  you  reach  happens  to 
know  the  company,  as  at  firms  like 
Kingsley,  Boye  &  Southwood  or  Shear- 
man, Ralston,  where  the  staffs  are 
principals  of  the  firms  with  experience 
in  the  market. 

Like  services,  commissions  follow 
no  uniform  system.  Quick  &  Reilly,  for 
example,  offers  35%  off  the  old  rates 
on  limit  or  "good-'til-cancel"  orders 
and  bigger  discounts  on  market  or- 
ders, with  a  $30  minimum. 


. .  Discounters  don't  provide  research  and  hand-holding. 
They  let  people  make  their  own  mistakes  " 


"You  can't  provide  full  service  and 
charge  sharply  lowered  commissions," 
complains  Merrill's  Fitzgerald.  Mer- 
rill does  have  the  so-called  "Share- 
builder  Plan,"  which  offers  discounts 
from  15%  to  40%  on  listed  stock  trades, 
but  the  customer  must  put  cash  on 
the  barrelhead  by  sending  the  securi- 
ties or  money  in  beforehand.  Trades 
are  executed  at  the  market  price  at 
the  opening  of  the  following  day. 

But  these  cuts  in  service  are  not  the 
kind  to  appeal  to  an  active  investor. 
By  contrast,  the  discount  brokers  pro- 
vide a  good  deal:  margin  accounts, 
limit  orders,  bond  and  option  trades, 
insurance  of  customer  accounts  and 
custodian  services  and,  frequently, 
toll-free  numbers.  The  discounters  of- 
ten provide  order  execution  through 
big  nondiscount  houses. 

What  the  discounters  do  not  pro- 
vide are  research  and  hand-holding 
—both  of  which  are  important  to  many 
investors.  They  are  essentially  for  peo- 
ple who  like  to  make  their  own  mis- 
takes—and can  afford  to. 

Those  are  people  the  full-service 
broker  can  ill  afford  to  lose.  Where- 
as the  typical  investor  makes  maybe 
five  trades  a  year,  the  typical  discount 
customer  makes  15  or  more,  and  he 
also  tends  to  make  bigger  trades— 500 
and  1,000  shares.  Since  it  costs  little 
more  to  execute  a  1,000-share  order 
than  a  100-share  one— the  typical 
"ticket"  cost  to  the  broker  is  $30— the 
profit  margins  are  clearly  with  the 
bigger  trades. 

There  is  nothing  magic  about  dis- 
counting. The  discounters  simply  elim- 
inate the  research  people  and  the 
salesmen— the  registered  representa- 
tives.  Discount  "salesmen"  pick  up  the 
phone  and  answer  questions  and  take 
orders;  they  never  push  stocks  or  so- 
licit business  in  other  ways.  The  ques- 


Source  Securities  offers  much  deep- 
er cuts,  but  according  to  an  elaborate 
scale  based  on  volume  and  seemingly 
calculated  to  discourage  all  but  the 
biggest  and  most  sophisticated  inves- 
tors and  speculators.  Also  oriented  to 
the  bigger  traders  is  Kingsley,  Boye, 
a  Big  Board  specialist  firm  that  does 
a  discount  business  on  the  side.  Muriel 
Siebert,  the  first  woman  member  of 
the  Big  Board  and  a  former  research 
analyst,  now  just  takes  orders.  "The 
research  game  is  over,"  she  says.  "The 
new  insider  rules  are  too  tough.  When 
you've  got  good  information,  they  call 
it  insider  information,  and  you  can't 
sell  it."  Instead,  she  trades  stocks— 
at  a  flat  50%  off  ($25  minimum)  for 
all  comers. 

Before  you  switch  to  a  discounter 
or  start  to  haggle  with  your  present 
stockbrokers,  ask  yourself  a  few  sensi- 
ble questions: 

Does  my  broker  make  money  for 
me?  If  he  does,  isn't  his  advice  worth 
something  extra? 

Am  I  a  nuisance?  (Be  honest  here.) 
Do  I  telephone  every  day  for  quotes 
and  opinions?  Do  I  expect  the  broker 
to  comfort  me  when  the  market  goes 
down  and  congratulate  me  when  it 
goes  up?  (And  do  I  expect  him  to 
buy  his  life  insurance/ medical/ legal 
services  from  me?) 

If  you.  have  a  long-standing  rela- 
tionship with  a  broker  and  you  are 
not  an  especially  heavy  trader,  is  it 
worth  breaking  a  valuable  relation- 
ship just  to  save  a  few  hundred  bucks? 
(Would  you  change  lawyers  if  a  new 
one  came  along  and  offered  to  do  the 
same  work  for  less  money? ) 

On  the  other  hand,  if  you  like  your 
present  broker  but  object  to  paying 
heavy  commissions,  it  can't  hurt  to 
ask.  You  won't  be  the  first  of  his 
customers  to  do  so.  ■ 
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Kodak  showed  us  how  to  save  $175,000  ayear 

m  order-entry  operations"  That's  what  a  major  manufac- 
turing company  reports  saving 
since  it  adopted  the  rapid-access  micro- 
film program  recommended  in  a  Kodak 
proposal. 

In  another  recent  case, a  casualty 
insurance  company  was  able  to  cut  indi- 
vidual file  search  time  from  hours  to 
minutes  with  film.  They're  saving 
$45,000  a  year  in  the  bargain. 

You  already  know  you  can  save 
money  with  Kodak  microfilm.  But  now, 
the  need  is  to  look  beyond  the  savings 
generated  in  routine  applications. 

To  make  this  kind  of  progress  in 
your  organization  takes  your  determina- 
tion to  seek  better  answers  and  then  to 
act  on  them.  The  sooner  you  ask  us,  the 
sooner  we  can  help  with  an  in-depth 
proposal.  If  you've 
already  received 
Kodak  Proposal, 
act  on  it  now  and 
start  saving. 

Write  on  your 
letterhead  to  D.  W. 
Storey,  Eastman  Kodak 
Company,  Dept.  7607, 
Rochester,  N.Y.  14650.  What  you're  sav- 
ing now  with  microfilm  is  only 
the  beginning. 

k9 
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Can  OPEC  Be  Broken  Up? 


Will  OPEC's  customers — us — benefit  from 

the  oil  monopoly's  internal  quarrels?  Don't  bet  on  it. 


By  JAMES  COOK 

So  now  there's  a  two-tier  oil  price 
system:  The  Saudi  Arabians  raise  oil 
prices  "only"  5%,  most  of  the  rest  of 
the  Organization  of  Petroleum  Export- 
ing Countries  go  to  10%.  But  what 
matters  is  not  the  few  billion  dollars 
involved,  but  the  evidence  the  diver- 
gence in  prices  may  give  of  a  widen- 
ing split  in  OPEC. 

How  serious  is  the  split?  Will 
OPEC  begin  to  fall  apart?  Nobody 
yet  knows,  the  experts  and  partici- 
pants included.  It  could  conceivably 
go  either  way.  We  recently  talked 
with  two  highly  knowledgeable  ob- 
servers of  the  oil  scene  and  found  they 
disagree  sharply  on  the  question. 

Meet  Arnold  E.  Safer  of  the  Irving 
Trust  Co.  and  Theodore  H.  Moran  of 
Johns  Hopkins  University.  Safer  is  a 
vice  president  with  living's  Economic 
Research  &  Planning  division,  a  for- 
mer oilman  (Exxon  U.S.A.)  and  a 
Ph.D.  in  economics.  Moran,  with  a 
doctorate  in  political  science  and  a 
stint  at  the  Brookings  Institution  be- 
hind him,  has  just  finished  a  major 
energy  study  for  Resources  for  the 
Future,  a  Washington  research  firm. 

Both  men  expect  oil  demand  to 
grow  between  3.5%  and  4%  a  year  over 
the  1975-80  period,  and  both  expect 
the  development  of  new  oil  produc- 
tion—in the  North  Sea,  on  the  North 
Slope  and  elsewhere— to  make  it  dif- 
ficult for  OPEC  to  match  the  30.5- 
million-barrel-a-day  production  lev- 
els of  last  year,  much  less  the  31.1- 
million-barrcl-a-day  record  of  1973. 
But  while  the  demand  for  OPEC  oil 
will  fall,  there  won't  be  any  decline  in 
the  need  for  revenues  to  finance  OPEC 
members'  development  programs. 

In  the  past,  countries  with  large 
populations  and  ambitious  develop- 
ment programs,  like  Iran  and  Iraq, 
have  been  able  to  count  on  increas- 
ing their  production  at  the  expense  of 
countries  like  Saudi  Arabia,  which 
cut  back  in  the  interests  of  its  less 
affluent  partners.  But  Saudi  Arabia 
has  not  only  refused  to  cut  back  this 
year,  it  plans  to  increase  production 
instead.  Why?  To  put  it  bluntly,  be- 


Prices  Up?  Johns  Hopkins'  Ted 
Moran  thinks  OPEC  will  try  to  raise 
prices  10%  to  15%  in  excess  of  the 
inflation  rate— or  whatever  level 
consuming  countries  can  absorb. 


cause  it  wants  to  show  the  rest  of 
OPEC  who  really  runs  the  cartel. 

Safer  interpets  this  as  foreshadow- 
ing an  eventual  erosion  of  OPEC's 
power.  He  calculates  that  OPEC  as  a 
whole  needs  24  million  to  25  million 
barrels  a  day  of  production  to  finance 
its  various  programs,  and  this  means 
that  a  mere  6%,  or  a  3-million-barrel- 
a-day,  swing  in  demand  could  jeopar- 
dize those  programs  and  create  great 
pressures  within  the  cartel— a  swing 
that  conservation  could  bring  about. 

Moran  agrees  the  pressures  are 
mounting.  He  argues,  in  fact,  that 
even  inflation-adjusted  constant  prices 
won't  produce  enough  revenues  to 
support  the  cost  of  OPEC  develop- 
ment programs.  Where  he  differs 
with  Safer,  however,  is  that  he  doubts 
OPEC's  response  will  be  to  cut  prices 
in  order  to  increase  output.  OPEC,  he 
says,  would  lose  more  in  revenues 
than  it  would  gain  in  volume— and 
knows  it.  Instead,  Moran  thinks 
OPEC    will    try    to    set  production 


Prices  Down?  Irving  Trust's  Amy 
Safer  thinks  conservation  will 
gradually  slow  the  growth  in  energy 
demand,  enabling  market  forces  to 
regain  control  of  the  oil  market. 


quotas  and  reward  compliance  with 
sharply  higher  prices.  It's  a  ploy  the 
Texas  Railroad  Commission  developed 
to  support  the  U.S.  oil  price  in  the 
Thirties:  Restrict  supply  enough  to 
drive  up  prices. 

Only  that  ploy  doesn't  always  work. 
"High  prices,"  Safer  points  out,  "cause 
economic  dislocations  that  contain  in 
themselves  the  seeds  of  OPEC's  own 
gradual  demise.  If  they  raise  prices  at 
dramatic  rates,  what  happens  to  de- 
mand? It  grows  even  more  slowly.  So 
it's  a  self-defeating  process." 

Moran  agrees  that  the  laws  of  sup- 
ply and  demand  do  still  apply  even  in 
oil,  but  he  believes  that  the  bias  re- 
mains toward  much  higher  prices. 
When  much  of  the  world  is  still  in 
recession,  the  best  Saudi  Arabia  can 
do  to  resist  the  revenue  needs  of  the 
other  OPEC  members  is  to  hold  the 
price  rise  to  5%.  What  will  the  pres- 
sures be  when  worldwide  recovery  is 
under  way,  to  say  nothing  of  a  boom? 

Same  facts.  Two  almost  contradic- 
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"Vbure  looking  at  one  of 
the  largest  financial  structures 
in  the  world. 


In  terms  of  assets,  experience  and  expertise,  the  Bankers 
Trust  symbol  should  be  recognized  as  a  landmark. 

But,  to  many  people,  were  still  just  "the  bank  for  trusts." 

For  25  years,  this  bank  for  trusts  has  been  one  of  the  10 
largest  commercial  banks  in  the  nation.  Our  assets  are 
over  19  billion  dollars. 

Our  scope  is  worldwide,  in  34  countries  on  six  conti- 
nents. We've  been  a  major  financial  presence  in  New  York 
for  over  70  years,  in  London  for  over  50  years. 

We  offer  a  staggering  variety  of  quality  services.  A  list 
of  our  divisions  alone  would  fill  up  this  page. 

As  you  might  expect,  our  staff  is  professional  to  the 
core.  But  that  doesn't  mean  we're  traditional  to  the  core. 
We've  been  responsible  for  a  wide  variety  of  banking 
innovations. 

Like  the  Floating  Rate  Note  in  the  Eurobond  market. 
Or  the  first  computerized  letter  of  credit  system. 

Or  the  Money  Center,  a  modern  centralized  headquar- 


ters for  dealing  with  government  and  municipal  bonds, 
foreign  exchange,  and  money  market  instruments. 

And  yes,  we're  also  "the  bank  tor  trusts"  the  preemi- 
nent bank  in  the  field  of  employee  benefits,  a  leader  in 
almost  every  aspect  of  trust  administration  and  investment, 
the  nation's  foremost  Directed  Trustee,  the  pioneer  in  bene- 
fits research,  savings  plans,  stock  purchase  plans,  and  em- 
ployee record  keeping,  to  name  a  few  areas. 

Wherever  you  see  the  Bankers  Trust 
Pyramid,  you're  dealing  with  a  full  service 
bank  in  the  fullest  sense  of  the  word,  with 
the  capacity  to  raise,  lend  and  manage 
money  worldwide. 

Ask  anyone  who  has  done  business 
with  us  — a  visit  to  the  Pyramid  can  be  a 
rewarding  experience. 

Bankers  Trust  Comp 


It's  easy  to  see 
why  Ferro's  growing.. 


Total  Sales 
Chemical  Group 


Pre-Tax  Income 
Chemical  Group 


128% 

INCREASE 


440% 

INCREASE 


$0.9 

million 


'71 


75 


71 
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just  look  around  you. 


Specialty  chemicals  have  been  Ferro's  fastest  growing  product 
line.  In  1971  they  accounted  for  12.0%  of  sales  ...  in  1975,  15.2%. 
In  1971  they  represented  6.3%  of  pre-tax  income  ...  in  1975, 
18.8%.  And  Ferro's  broadened  technology  has  widened  markets: 
preservatives  for  cosmetics  and  pharmaceuticals,  plastic  and 
industrial  lubricant  additives,  paper  chemicals  and  more.  They're 
in  products  you  see  and  use  every  day.  Ferro  growth  has  been 
national  and  international,  in  specialty  materials:  coatings,  colors, 
ceramics  and  specialty  chemicals  used  in  pleasure  boats, 
luggage,  stereo  sets,  glass  and  plastic  products  of  all  kinds.  Just 
look  around  you.  What  you  can't  see  is  how  Ferro's  acquisitions, 
particularly  in  the  field  of  specialty  chemicals,  have  helped  Ferro 
grow  profitably.  You  can  read  about  it  in  Ferro's  1975  Annual 
Report.  For  your  copy,  write:  Department  F,  Ferro  Corporation, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


FERRO 

CORPORATION 


tory  predictions.  One  of  the  experts 
says:  OPEC  will  weaken  under  the 
pressures.  The  other  says:  The  presJ 
sures  will  force  up  oil  prices.  Take 
your  pick.  It's  an  essentially  unpredicrJ 
able  situation.  The  world  finds  itseln 
in  an  unprecedented  situation:  M 
group  of  weak  countries  holding  ud 
the  world's  strongest  countries,  but  an 
a  time  when  the  strong  are  unwilling) 
or  unable  to  use  their  strength.  Un-| 
der  the  circumstances,  any  predictioi 
is  just  a  guess. 

Moran  and  Safer  tend  to  agree  o 
this:  There  is  nothing  to  be  lost  b 
our  trying  to  exploit  the  weakness  i 
OPEC.  For  example,  the  U.S.  coul 
try  to  put  into  effect  the  plan  devise 
by  M.A.  Adelman,  professor  of  eo 
nomics  at  the  Massachusetts  Institut 


. .  The  relations  between 
OPEC  and  its  customers 
are  still  fluid,  and  we 
have  nothing  to  lose  by 
trying  to  exploit  the 
cartel's  weaknesses 
wherever  we  can  " 


of  Technology.  Under  Adelman's  plan 
the  U.S.  would  encourage  producer; 
to  shave  prices  by  asking  for  sealed 
bids  to  supply  U.S.  import  needs.  In 
addition,  it  could  attempt  to  organize 
an  oil  exchange,  along  the  lines  of  the 
London  Metals  Exchange,  where  the 
marginal  supply  would  set  the  marl 
ket.  I  It  could  even  try  tying  product 
tion  minimums  into  our  arms  sales  to 
the  OPEC  countries  and  so  limit  theil 
ability  to  cut  production. 

In  short,  what  both  Safer  anci 
Moran  are  saying  is  that  the  relations 
between  the  cartel  and  its  customer: 
are  still  fluid,  and  the  outcome  is  no] 
necessarily  foreordained. 

It  seems  to  Forbes  that  here  is  a 
situation  where  the  Saudis  are  tired  oi 
being  Mr.  Nice  Guy  to  the  rest  oj 
OPEC  a/id  have  decided  to  show  who 
is  boss;  If  the  other  members  wan 
the  Saudis  to  hold  back  production 
to  keep  prices  up,  then  they  had  bet 
ter  dance  to  a  Saudi  tune.  This  mai 
be  breathtaking  arrogance  on  the  par 
of  a  near-feudal  nation  of  5  million 
that  lacks  even  the  means  to  defeno 
itself.  On  the  other  hand,  we  live  in  i 
world  where  power  is  no  longer  call 
dilated  purely  in  terms  of  division 
and  dreadnoughts,  and  where  oil  ha 
a  power  all  its  own. 

No  question:  OPEC  is  showing 
strains.  But  it  is  not  yet  clear  thaj 
the  strains  will  be  a  blessing  fa 
OPEC's  unfortunate  customers.  ■ 
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Watch  Your  Language, 
Fellows! 

Credit  the  oil  boom  for  Parker  Drilling's  success, 
but  credit,  too,  its  boss'  straitlaced  philosophy. 


Tulsa's  Parker  Drilling  Co.  (1976 
revenues:  $128  million)  does  only  one 
thing  and  does  it  superlatively  well- 
it  drills  holes  in  the  ground  for  peo- 
ple who  are  looking  for  or  have 
found  oil.  A  lot  of  oilmen  think  Parker 
is  the  best  there  is  in  the  business.  Ask 
them  why  and  they'll  talk  about  in- 
novative technology,  well-maintained 
rigs.  They'll  tell  you,  too,  how  they 
trust  Parker,  because  the  company 
doesn't  produce  oil  itself.  But  press 
them,  and,  with  smiles  on  their  faces, 
they'll  get  down  to  fundamentals: 
Boss  Bobert  L.  Parker  is  what  cyni- 
cal people  used  to  call  a  Christer— an 
upright,  soft-spoken  man  who  sends 
ministers  to  visit  far-flung  rigs  and 
who  insists  that  his  employees  fore- 
swear drinking  even  off  the  job. 
("When  there's  a  blowout  on  a  well," 
he  says,  "it's  not  the  time  to  go  look- 
ing for  the  chief  engineer  at  a  party.") 
This  in  a  business  noted  for  its 


roistering  roustabouts,  where  the  old- 
timers,  in  Parker's  words,  were  "noth- 
ing but  thugs  and  drunks;  we  hired 
them  out  of  barrooms.  You  judged  a 
guy  by  how  many  girls  he  could  sleep 
with,  not  by  what  he  could  do  on  a 
well.  In  small  towns,  nobody  wanted 
to  rent  those  guys  rooms." 

Dry  And  Dependable 

Today,  you  won't  necessarily  get 
fired  at  Parker  if  you  do  a  bit  of  so- 
cial drinking  on  your  days  off,  but 
watch  your  breath  when  you  come 
to  work.  Today,  Parker's  crews  have 
a  good  reputation  for  dependability, 
a  reputation  that's  money  in  the  bank 
in  this  business  where  time  is  very 
much  money.  This  is  especially  true 
overseas,  where  Bob  Parker  has  been 
expanding  in  recent  years. 

Bob  Parker  made  the  change  start- 
ing in  1956  when  he  bought  the  busi- 
ness from  his  father,  Gifford  C.  Parker, 


who  then  devoted  his  time  to  ranch- 
ing. Gifford  Parker  decided  that  the 
drilling  business  had  peaked;  there 
wasn't  that  much  oil  left  to  be  found. 
He  put  the  company  up  for  sale, 
but  ended  by  selling  to  son  Bob,  who 
borrowed  the  $8-million  purchase 
price  from  banks.  Bob  Parker  was  33, 
a  college-educated  stringbean  and  a 
practicing  Methodist. 

Bob  did  make  a  few  mistakes.  With 
business  booming  in  the  late  Sixties, 
he  bought  an  offshore  workover  sub- 
sidiary. He  also  brought  Parker  pub- 
lic at  the  height  of  the  bull  market 
only  to  see  the  stock  collapse  from 
30  to  3  in  1969-70,  earnings  drop 
from  $2.3  million  in  1969  to  just 
$106,000  in  1970. 

But  those  troubles  are  behind  the 
company  now.  Parker  has  dropped  out 
of  the  offshore  business  and  now 
sticks  to  dry  land.  Last  May  Parker 
landed  a  four-year,  $150-million-plus 
contract  to  punch  holes  in  the  Sahara 
for  the  Algerian  state  oil  company. 
In  the  year  ended  last  August  Parker 
Drilling  earned  $14  million-$4.12  a 
share;  earnings  were  as  great  as  total 
revenues  a  decade  before. 

In  fact,  the  way  business  is  boom- 
ing now,  Parker's  biggest  worry  may 
well  be  that  he  may  have  to  hire 
some  of  the  wrong  kind  of  people.  ■ 


"That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it^ 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about  beauti- 
ful, time  and  money  saving 


Butler  buildings  and  the  local, 
independent  contractor  who  can 
build  one  for  you,  write  Butler 
Mfg.  Co.,  BMA  Tower,  Dept. 
B-396,  Kansas  City,  Mo.  64141,; 
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Famous  gourmet  discovers 
how  International  Paper  helps  keep 
frozen  French  fries  fresher 


The  gentleman  in  the  picture 
has  just  discovered  a 
mysterious  difference  between 
two  French  fries. 

He's  Maurice  Moore- Betty, 
the  internationally  respected 
gourmet  food  consultant 
restaurateur,  cookbook  author 
and  proprietor  of  a  school  for 
gourmet  cooks. 

Both  fries  came  from  the 
same  batch  of  potatoes.  Both 
were  processed  the  same  day, 
in  the  same  frozen  food  plant. 
Both  were  stored  the  same 
length  of  time,  in  the  same 
freezer.  And  then,  as  part  of 
this  experiment,  Mr.  Moore- 
Betty  himself  cooked  the  fries 
together  in  the  same  frying  pan, 
for  the  same  length  of  time. 

Yet  while  one  fry  turned 
golden  brown,  the  other 
turned  darker. 

Packaging 
makes  the  difference 

The  only  difference  in  the 
pedigrees  of  the  two  French 
fries  is  packaging.  The  fry  that 
turned  darker  was  stored  in  a 
waxed  frozen  food  package. 
The  other  in  a  polyethylene- 
coated  carton  that  was  made 
by  International  Paper.  And 
therein  lies  a  tale. 

Years  ago,  food  technologists 
discovered  that  moisture  could 
escape  from  frozen  food 
packaging,  even  in  a  freezer. 
Over  a  period  of  time,  this  left 
the  food  less  moist  than 
processors  thought  it  should  be. 

Consumers  probably  didn't 


WAXED  PACKAGE 


FRESH-SHIELD "  PACKAGE 


Moisture  escapes  from  frozen  food  in  waxed  package,  then  escapes  through  cracks' 
in  coating.  Fresh-Shield  package  slows  escape  of  moisture  from  package  and  food. 


even  notice  the  difference.  For 
example,  if  a  dry  French  fry 
turns  brown  faster,  housewives 
will  simply  take  it  out  of  the 
frying  pan  sooner.  But  the 
difference  still  bothered  finicky 
processors  of  frozen  foods. 

Part  of  the  problem  turned 
out  to  be  folds  in  the  packaging. 
Folding  sometimes  caused  the 
protective  wax  coat  to  crack  — 
and  each  crack  became  a  leak 
in  the  moisture  barrier. 

Another  problem  was  the 
wax  itself.  It  wasn't  always 
applied  to  the  package 
uniformly.  So  there  were  spots 
where  the  wax  was  too  thin  to 
protect  the  food  inside. 

Enter  International  Paper. 
We  were  one  of  the  pioneers 
in  the  development  of  packaging 
that  substitutes  a  uniform  and 
flexible  polyethylene  coating 
for  wax  —  sharply  reducing  the 
escape  of  moisture. 

Today,  our  Fresh-Shield M 
cartons  help  dozens  of  different 


kinds  of  frozen  foods  retain 
their  moisture  longer.  And 
there's  an  added  benefit. 

More  sales  appeal 

The  polyethvlene  coating 
also  protects  the  carton  —  against 
moisture  that  can  weaken 
paper  fibers.  So  Fresh-Shield 
cartons  resist  wilting  and 
crushing  better  than  waxed 
cartons.  That  gives  our  Fresh- 
Shield  packages  more  consumer 
eye  appeal. 

You  can  see  the  result  in 
supermarket  freezers. 

Fresh-Shield .  Another 
example  of  International  Paper's 
responsiveness  to  a  fast- 
changing  world— with  innova- 
tive leadership  in  wood  products, 
hydrocarbons,  building  materials, 
pulp,  paper,  packaging  and 
non-woven  and  health  products. 
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If  you  thought 
1976 was  a  tough  time 
to  buy  insurance, 
welcome  to  1977. 


So  far,  buying  insurance  for  your 
company  this  year  isn't  any  easier 
than  it  was  last  year.  Nor  is  it  any 
cheaper. 

That's  because  the  conditions 
that  caused  the  insurance  shortage 
in  the  first  place— escalating 
claims,  inflation  and  shrinking 
insurance  capacities— are  carrying 
over  into  the  new  year.  Precisely 
why  you  should  be  talking  to 
Alexander  &  Alexander. 

As  one  of  the  world's  largest 
insurance  brokers,  we  maintain 
constant  links  with  insurance 
companies  both  here  and  abroad. 
To  bring  you  into  contact  with 


sources  of  insurance  that  might 
not  otherwise  be  available, 
while  helping  to  keep  prices  within 
your  company's  means. 

Add  to  this  our  special 
capabilities  of  risk  analysis,  loss 
control  and  negotiation  and, 
chances  are,  you'll  reach  the  same 
conclusion  many  companies 
have:  because  this  is  the  worst  time 
to  buy  insurance,  it's  theses?  time 
to  deal  with  Alexander  &  Alexander. 

Just  contact  your  nearest  A&A 
office  or:  Information  Service, 
Alexander  &  Alexander, 
1 185  Avenue  of  the  Americas, 
New  York,  N.Y.  10036. 


Alexander 
gAjexander 


Biggest  Liquidator  Of  Them  All 


Bank  failures  are  rising,  and  the  Federal 

Deposit  Insurance  Corp.'s  burden  has  been  getting 

heavier.  FDIC  is  coping  handily.  Here's  how. 


At  three  o'clock  that  October  after- 
noon, the  very  moment  the  guards  at 
its  104  bank  branches  in  New  York 
and  Long  Island  were  beginning  to 
lock  the  doors  for  the  day,  the  Comp- 
troller of  the  Currency  finally  and 
formally  declared  the  long-ailing 
Franklin  National  Bank  insolvent. 
With  assets  of  $3.7  billion  and  de- 
posit liabilities  of  $1.4  billion,  Frank- 
lin was  the  20th-largest  bank  in  the 
U.S.  and  its  failure  ranked  as  the  larg- 
est in  American  banking  history.  But 
there  was  no  panic  among  its  630,000 
depositors.  The  next  morning,  Oct. 
9,  1974,  at  nine  o'clock  as  usual, 
FNB's  104  offices  opened  for  business 
under  a  new  name— European-Ameri- 
can—and  ownership. 

The  transition  from  Franklin  Na- 
tional to  European-American  was  ar- 
ranged by  the  Federal  Deposit  Insur- 
ance Corp.,  the  government  agency 
that  insures  some  280  million  ac- 
counts worth  over  $588  billion  in 
some  15,000  banks  nationwide.  In  so 
doing,  the  FDIC  once  again  fulfilled 
its  obligation  to  protect  insured  de- 
positors against  loss,  but  in  the  pro- 
cess it  also  saddled  itself  with  the  un- 
enviable task  of  liquidating  the  $2.2 
billion  in  Franklin  assets  that  re- 
mained after  European-American  had 
finished  picking  them  over. 

These  days,  the  FDIC  is  more  often 
a  liquidator  than  it  is  an  insurer.  It 
rarely  pays  off  the  insured  depositors 
of  a  failed  bank  anymore.  Instead,  it 
persuades  Some  solvent  bank  to  as- 
sume the  failed  bank's  deposit  liabili- 
ties and  so  protects  all  the  depositors 
against  loss,  including  those  whose 
accounts  exceed  the  FDIC's  $40,000 
insurance  limit.  But  however  the  de- 
posits are  handled,  the  FDIC  winds 
up  as  the  receiver  and  liquidator  of 
the  assets  that  remain.  The  number 
of  bank  failures  is  growing,  however, 
and  as  a  result,  where  only  a  few 
years  ago  the  FDIC's  principal  con- 
cern was  the  regulation  of  the  9,000- 
odd  commercial  and  savings  banks 
that  do  not  belong  to  the  Federal  Be- 
serve  System,  more  and  more  of  its 
energies  go  into  liquidating  the  assets 


of  the  bankrupt  banks  that  come  un- 
der its  jurisdiction. 

No  fewer  than  16  FDIC-insured 
banks  failed  in  1976,  the  largest  num- 
ber since  1942  (up  from  13  in  1975, 
three  in  1974.  So  far  at  least,  none 
has  failed  in  1977.)  And  it  is  not  only 
small  banks  that  are  being  driven  to 
the  wall,  but  giants  like  Franklin  and 
California's     $1.2-billion-assets  U.S. 


Each  depositor  insured  to$40,000 


FEDERAL  DEPOSIT  INSURANCE  CORPORATION 


FDIC  Chief  Liquidator  George  Hil! 
(left)  and  Chairman  Robert  Barnett: 

Over  $2.6  billion  in  assets— from 
almond  groves  to  a  $1-million  Koran. 


National  Bank  of  San  Diego.  The 
eight  largest  bank  failures  in  FDIC 
history  have  all  occurred  since  1973, 
and  the  result  is  that  the  FDIC's 
Liquidation  Division  now  presides 
over  72,000  assets  with  a  total  book 
value  of  $2.6  billion,  up  from  only 
$300  million  as  recently  as  1972.  "We 
hope  and  expect,"  says  FDIC's  Chair- 
man Bobert  E.  Barnett,  "that  the 
rapid  growth  in  our  liquidation  as- 
sets is  over." 

With  81  liquidations  in  progress, 
the  Liquidation  Division  now  has  a 


staff  of  over  600,  including  155  pro- 
fessional field  liquidators.  Unlike 
many  government  enterprises,  the  di- 
vision is  highly  efficient.  Its  costs  run 
around  2%  of  collections,  vs.  15%  to 
20%  for  corporate  bankruptcies,  main- 
ly because  its  employees  are  salaried 
rather  than  commissioned. 

Gone  are  the  days  when  a  bank 
liquidation  mainly  involved  working 
out  a  group  of  home  mortgages,  con- 
sumer, farm  and  small-business 
loans.  Much  of  FDIC's  liquidation  as- 
sets ($900  million)  are  still  real  estate 
related— shopping  centers,  vacant 
land,  condominiums,  office  buildings 
and  the  like.  But  the  rest  can  be  ,il 
most  anything.  At  various  times,  the 
FDIC  has  found  itself  with  interests 
in  taxi  fleets,  oil  tankers,  shrimp  and 
tuna  boats;  it  has  had  to  care  for  a 
herd  of  5,000  abandoned  cattle,  300 
mink  and  a  menagerie  of  125  stuffed 
wild  animals.  It  still  owns  three  pure- 
bred Arabian  horses,  600  bags  of  sil- 
ver coins  worth  over  $800,000,  thou- 
sands of  paintings,  etchings  and  art 
objects.  It  lias  foreclosed  on  aban- 
doned churches  and  synagogues, 
owned  a  Koran  valued  at  over  $1  mil- 
lion and  at  one  time  had  a  lien  on  a 
brothel— one  of  the  best-paying  loans 
it  has  ever  had.  "We  never  get  to 
liquidate  the  assets  of  a  normal  bank," 
Barnett  says.  'A  bank  that  fails  tends 
to  get  into  oddball  ventures." 

"We  try  to  liquidate  in  an  orderly 
manner,"  says  George  Hill,  chief  of 
the  Liquidation  Division.  "This 
means  you  don't  go  into  fire  sales  and 
you  don't  go  into  forced  liquidations. 
You  can  ride  with  some  things  until 
the  economy  improves  or  the  real  es- 
tate market  turns." 

Inevitably,  then,  the  FDIC  must  oc- 
casionally manage  the  assets  it  ac- 
quires, either  to  prepare  them  for  sale 
or  simply  to  protect  their  value.  It 
found  itself  managing  a  17-story  con- 
dominium in  Houston,  getting  its  cash 
flow  up  to  the  point  where  it  could 
be  sold.  Bight  now  it's  disposing  of 
331  single-family  homes  in  Atlanta, 
160  of  which  have  "been  sold.  As  part 
of  the  U.S.  National  liquidation,  it  ac- 
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Time  is  . 
runmngout. 

Tell  President  Carter 
what  you  think  he  should  do 

about  energy. 


We've  paid  for  the  page 
opposite.  It  contains  no  mes- 
sage. We  leave  that  for  you. 
Because  a  message  from 
thousands  of  voters  carries 
more  clout  in  Washington 
than  a  message  from  us. 

It's  that  simple.  We 
hope  thousands  of  you  will 
write.  We  hope  your  mes- 
sages will  help  spur  action 
on  a  national  energy  policy. 

Speak  out,  America 

There's  a  new  admin- 
istration in  Washington. 
New  directions.  New  ideas. 
New  ears.  Let  them  hear 
what  you  have  to  say. 

The  cost  of  energy 
keeps  going  up.  (That's  no 
surprise  to  you  if  you've 
paid  a  fuel  bill  lately.)  Do- 
mestic oil  and  gas  resources 
dwindle.  Each  year  America 
grows  more  dependent  on 
foreign  oil,  not  less. 


The  Mid-east  oil  em- 
bargo in  1973-74  meant 
higher  prices,  gas  lines,  more 
unemployment,  more  infla- 
tion. At  that  time,  our  coun- 
try imported  38%  of  the  oil 
we  consumed.  Today  Amer- 
ica imports  42%!  And  the 
OPEC  nations  just  raised 
the  price  of  oil  again. 

Tell  it  to  the  President 

America  needs  a  sane 
and  sensible  energy  policy. 
And  we  need  it  now.  The  one 
thing  we  can't  do  is  wait. 
Our  scarcest  resource— time 
—is  running  out. 

Use  the  page  at  right  to 
tell  the  President  you  want 
action  now  on  an  energy 
policy.  In  your  own  words 
and  for  your  own  reasons. 
Then  tear  it  out  and  send  it 
to  President  Carter. 

What's  in  it  for  you? 

The  same  thing  that's  in 
it  for  us.  More  abundant 


supplies  of  energy.  Less 
waste.  Increased  develop- 
ment of  domestic  resources. 
And  decreased  depen- 
dence on  foreign  fuels. 
Take  it  to  the  top. 


Bethlehem 


STEEL 


The  President 
The  White  House 
Washington,  D.C.  20500 


Dear  Mr.  President: 


Respectfully, 


CD 
CD 


Floating  Assets:  When  U.S.  National  Bank  of  San  Diego  collapsed,  the  FDIC 
added  this  tuna  boat  to  a  "fleet"  that  included  shrimp  boats  and  tankers. 


quired  30,000  acres  of  fruit  farms  in 
California— avocados,  lemons,  oranges, 
grapes,  almonds^and  has  since  been 
digging  irrigation  ditches,  laying  out 
$427,000  on  wind  machines  to  pro- 
tect the  citrus  from  frost,  and  buying 
beehives  to  pollinate  its  almonds. 

George  Hill  never  likes  to  spend  a 
nickel  when  he  can  avoid  it.  But 
what  do  you  do  when  the  Coast 
Guard  tells  you  the  oil  tanker  you've 
got  tied  up  in  Galveston  is  a  safety 
hazard  and  if  you  don't  clean  out  its 
tanks  they'll  tow  it  down  the  coast, 
out  of  harm's  way,  at  a  cost  of  $800 
a  day?  You  do  what  the  FDIC  did. 
You  spend  $100,000  putting  a  crew 
aboard  and  getting  the  ship  in  trim. 

As  receivers,  the  FDIC  liquidators 
arc  not  entitled  to  act  like  a  bank.  "An 
ongoing  bank,"  says  Barnett,  "can 
take  account  of  its  whole  business  re- 
lationships with  a  customer  in  dealing 
with  the  treatment  of  a  particular 
loan.  But  the  receiver  can  make  no 
such  trade-off  and  consider  no  such 
outside  factors." 

The  result  is  that,  though  a  bank 
failure  may  not  make  very  much  dif- 


ference to  its  blue-chip  borrowers,  and 
none  at  all  to  its  depositors,  it  can 
mean  financial  ruin  for  borrowers  who 
run  into  financial  difficulties  or  who 
expect  to  be  able  to  keep  borrowing 
from  the  failed  bank. 

Thus,  when  Franklin  National  went 
bankrupt,  Hill  explains,  one  develop- 
er had  already  got  the  steelwork  up 
on  an  office  building  in  Melville,  Long 
Island,  and  Franklin  had  had  a  com- 
mitment to  fund  the  building  to  com- 
pletion. "We  took  a  look  at  it,"  Hill 
says,  "and  decided,  no,  it's  a  bad  deal, 
there's  a  surplus  of  space  out  there 
already,  there's  no  reason  to  put  $3 
in  to  protect  $1."  The  developer 
couldn't  see  it  that  way  and  sued. 
"The  receiver,"  Barnett  says  softiy, 
"may  feel  that  if  the  project  is  a  good 
one,  the  builder  should  be  able  to  get 
credit  somewhere  else." 

Until  the  U.S.  National  failure, 
FDIC  could  boast  that  through  such 
practices  it  recovered  90%  of  its  total 
cash  outlay.  U.S.  National  dropped 
the  percentage  to  85%.  But  Hill  sees 
no  reason  for  concern.  "There  is  over 
$70  billion  in  bank  capital  ahead  of 


FDIC's  $7-billion  insurance  fund,  and 
$3  billion  in  Treasury  borrowing  that's 
never  been  utilized."  In  addition, 
there's  the  $800  million-plus  that  the 
FDIC  takes  in  yearly  in  insurance  fees 
and  other  income  that  has  enabled  it 
to  meet  both  its  operating  needs  and 
its  insurance  obligations  while  keeping 
its  trust  fund  growing. 

There  are  heavy  losses  upcoming, 
however.  Although  FDIC  has  collected 
!s73  million  so  far  in  the  U.S.  Nation- 
al liquidation,  with  assets  booked  at 
$392  million  remaining,  Hill  expects 
U.S.  National  is  going  to  cost  $150 
million,  as  against  only  $135  million 
for  all  the  other  534  banks  that  have 
come  into  FDIC  hands  since  1934. 

Nevertheless,  the  FDIC  doesn't  ex- 
pect to  lose  a  cent  on  the  Franklin 
liquidation.  Hill  thinks  there  may 
even  be  something  left  over  for  Frank- 
lin's capital  noteholders  ($27  million 
face  value),  but  there's  not  a  prayer 
that  the  common  stockholders  will  get 
anything.  All  of  Franklin's  assets  were 
pledged  as  collateral  for  the  $1.7  bil- 
lion it  borrowed  from  the  Federal  Be- 
serve  in  the  days  before  the  failure, 
and  the  FDIC  assumed  the  FBB 
loan  when  it  took  on  the  receivership. 

So  far,  the  FDIC  has  collected  $1.1 
billion  on  Franklin's  assets  and  re- 
duced the  FBB  loan  to  $622  million,  i 
with  $1.25  billion  in  assets  yet  to  be 
disposed  of.  By  the  time  the  loan  ma- 
tures next  October,  Hill  expects  the 
loan  to  be  down  to  between  $400  M 
million  and  $450  million,  which  the  g 
FDIC  will  pay  out  of  its  trust  fund. 

Oddly  enough,  the  rising  number  of 
bank  failures,  Hill  suggests,  is  not  so 
much  the  result  of  weakness  in  the  N 
economy  or  the  banking  system  as  of  E 
the  mendacity  of  the  officers  and  di-  g 
rectors  who  manage  the  banks.  Of  the  J 
96  banks  that  have  failed  since  1960,  | 
Hill  explains,  56  resulted  from  skul- 
duggery—insider   dealings,    improper  21 
loans  to  officers,  directors,  employees.  V 
Another  25  resulted  from  downright  §i 
embezzlement.  Only  15  were  caused  | 
by  mismanagement. 

In  a  report  to  Congress  early  this 
month  the  General  Accounting  Office  * 
criticized  the  FDIC  (and  the  Federal  M 
Beserve  Board  and  the  Comptroller  of 
the  Currency  as  well)  for  not  step-  ^ 
ping  in  soon  enough  when  bankers  go  ^ 
astray.  But  at  least,  the  record  shows,  j 
the  FDIC  can  be  aggressive  after  the  J 
fact.  Since  1960  the  FDIC  has  filed  a 
32  suits  against  directors  and  has  15  'A 
more  under  consideration.  "We  be-  \\ 
lieve,"  says  Chairman  Barnett,  "that 
firm  prosecution  in  these  cases  not  on- 
ly is  a  means  of  adding  to  our  re- 
coveries for  the  benefit  of  other  bank 
creditors  and  stockholders,  but  firm 
action  may  be  a  useful  deterrent  to 
insiders  in  similar  situations."  ■ 
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No  Credit:  Huntington  Towers  on  Long  Island  is  in  the  same  condition  as  it 
was  in  1974,  whenTranklin  National  failed.  The  FDIC  refused  further  funding. 


Many  businessmen  would  go  out  of 
their  way  to  fly  Swissair  to  Eastern  Europe. 
Fortunately,  it's  not  necessary. 


4oscow.  Warsaw.  Prague. 
Budapest.  Bucharest.  Zagreb. 
Belgrade.  Swissair  has  35 
lights  a  week  to  those 
)usiness  capitals  of  Eastern 
Europe  from  the  business 
:apitals  of  Western  Europe: 
Zurich  and  Geneva.  Flights 
hat  leave  conveniently 
md  regularly.  No  matter 
vhat  your  schedule  is, 
Swissair  can  fit  into  it.  So 
hat  you  get  to  enjoy  that 
amous  traditional  Swiss 
;ervice  on  the  way  to,  and 
rom,  your  business. 

We've  been  pro- 
/iding  that  service 
>ver  since  we  started 
lying  to  Eastern 
Europe  30  years  ago. 
We've  been  going  to 
A/arsaw  and  Prague 


since  1946,  and  to 
Belgrade  since  1949. 

Of  course,  in 
addition  to  flight 
reservations,  your 
local  Swissair 
office,  utilizing  our 
International 
Communications 
System,  can  re- 
serve hotel  rooms 
in  advance,  make 
arrangements  for 
secretaries  and 
translators,  or 
conference 
rooms. 
If  you 
want  to 
add  a 
short 
pleasure 
trip 


to  your  business  trip,  they  can 
handle  that.  And,  of  course,  when 
you're  in  Eastern  Europe,  the  local 
Swissair  office  in  the  city  you're 
in  can  help  you  with  any  last 
minute  changes  in  your  plans. 


They  can  also  make  Swissair 
reservations  for  you  to  any  of  the 
cities  that  we  serve  around  the 
world.  At  last  count  that  added 
up  to  88  cities  in  62  countries  on 
5  continents. 

So  the  next  time  that  your 
business  takes  you  to  Eastern 

m 


Europe  see  your  TRAVEL 
AGENT,  your  corporate  travel 
consultant,  or  any  one  of  the 
22  local  Swissair  offices 
throughout  the  United  States 
and  Canada,  for  reservations 
and  information. 

You'll  find  out  that  you  don't 
have  to  go  out  of  your  way  to 
get  Swissair's  kind  of  service. 


SWISSAIR-)- 

We  take  on  the  world's 
most  demanding  business  travellers. 


You  can't  tell  a  customer 

we're  short  of  No-nox  because  of  a 

foggy  day  in  the  Azores/' 


"That  doesn't  sound  like 
much  of  a  problem,  does 
it?"  says  Operations 
Planning  Supervisor 
Wayne  Broussard.wA 
tanker  delayed  by  fog. 

"But  for  any  refinery— 
even  one  as  modern  as 
Gulf's  Alliance  Refinery 
—a  constant  crude  oil 
supply  is  essential.  To 
meet  customer  demand 
for  gasoline  and  fuel  oil, 
it's  necessary  to  have 
200,000  banels  per  day 
of  crude  oil  supply. 

Uninterrupted 
supply 

"So  even  if  a  ship's 
held  up  only  a  few  hours, 


"One  day's  delay 
could  leave  you 
short  several 
hundred  thousand 
barrels." 


you  may  be  short  several 
hundred  thousand  bar- 
rels of  crude.  The  whole 
process  depends  on  an 
uninterrupted  supply.  So 
you  have  to  talk  to  the 
transportation  and  sup- 
ply people  to  make  other 
arrangements  for  crude 
oil  delivery. 

"And  to  make  sure  we 
meet  product  quality 
specifications,  you  have 
to  refine  different  crudes 
or  crude  mixtures  in 
different  ways.  That 
means  changing  process 
operations  and  product 
blends. 

People  vs 
the  elements 

"There's  an  enormous 
investment  in  hardware 
here  at  Alliance,  but  even 
more  valuable  are  the 


Gulf  Oil  Corporation 


"You  have  to  refine 
different  crudes 
different  ways  to  get 
the  same  product." 


people  who  make  it  all 
happen.  Bad  weather  is 
just  one  of  the  chal- 
lenges our  people  meet. 
But  every  day,  all  year 
long,  we  maintain  the 
crude  supply  to  produce 
200,000  banels  of 
products. 

"It's  a  real  challenge - 
but  that's  the  job:  meet- 
ing the  challenge,  and 
doing  it  right." 


Gulf  people: 
meeting  the  challenge. 
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A  finance  services  oor«Tiqiani| 

Industrial  National  Bank,  Prov.,  R.I.  •  Inleasing  Corp.,  Prov.,  R.I.  •  Ambassador  Factors,  New  York,  N  Y.  •  Mortgage  Assoc.,  Inc.,  Mil.,  Wis. 
•  Kensington  Mortgage  and  Finance  Corp.,  Mil.,  Wis.  •  Southern  Discount  Co.,  Atl.,  Ga  •  Information  Sciences,  Inc.,  Prov.,  R.I  •  Westminster 
Properties,  Inc.,  Prov.,  R.I.  •  International  Appraisal  Co.,  Fair  Lawn,  N.J.  •  INB  Appraisal  Co.  of  Canada,  Ltd.,  Ont.  •  Industrial  Capital  Corp., 
Prov.,  R.I.  •  Industrial  Nat.  Mortgage  Co.,  Prov.,  R.I.  •  C-O-M  Service  Bureau,  Inc.,  Boston,  Mass. 


The  Strange  Case  Of  Ed  Ball 


Whatever  else  you  may  say  about  him,  Ed  Ball  must  be  the 
most  stubborn  man  in  the  world.  Maybe  mulish  is  a  better  word. 


By  PHYLLIS  BERMAN 

Last  November,  on  a  fair,  balmy  day 
in  Jacksonville,  Edward  Ball,  88  years 
old  and  stooped— but  very  spiy  and 
alert— left  the  two  plain  rooms  he  calls 
home  in  the  $19-a-room  Robert  Meyer 
Hotel  and  headed  for  liis  latest  show- 
down. Few  would  have  recognized 
him  as  the  most  powerful  man  in 
Florida.  Ball,  who  picks  every  word 
with  care  and  speaks  softly  in  the 
courtly  manner  of  his  Virginia  youth, 
would  soon  be  shouting.  Once  again 
they  were  trying  to  separate  him  from 
his  life's  work— the  enormous  A.I. 
duPont  estate. 

Alfred  I.  duPont  was  the  "family 
rebel"  of  the  empire-building  duPonts. 
He  was  foxed  out  of  control  of  the 
family  business  in  1916,  resettled  ten 
years  later  in  Florida  with  his  wife, 
nee  Jessie  Ball,  and  amassed  a  for- 


tune of  $19  million.  At  his  death,  du- 
Pont entrusted  that  fortune  to  a  cor- 
porate trustee  (the  Florida  National 
Bank  of  Jacksonville),  his  wife,  a  son- 
in-law,  but  especially  to  his  wife's 
brother,  Ed  Ball.  Ball  has  kept  that 
trust:  The  estate  may  today  be  worth 
$1  billion,  maybe  much  more.  It  now 
means  land,  railroads,  a  big  interna- 
tional paper  company. 

All  these  entities  answer  to  Ed  Ball. 
In  Northern  Florida  Ed  Ball  is  king. 

Ball  has  had  four  serious  heart  at- 
tacks. Some  say  he  doesn't  see  or  hear 
too  well  anymore.  Still,  he  didn't  hold 
up  traffic  as  he  briskly  crossed  Monroe 
Street  to  the  Florida  First  National 
Bank  Building,  amid  Jacksonville's 
New  South  bustle. 

In  the  boardroom  down  the  hall 
from  his  own  bare  headquarters,  re- 
bellious trustees  Alfred  duPont  Dent 
and  William  B.   Mills  waited  with 


their  lawyers.  There  was  frost  in  Ball's 
courteous  Virginia  "Good  morning," 
maybe  less  of  it  for  Dent,  the  grand- 
son of  his  old  friend  A.I.  duPont,  than 
for  69-year-old  Mills,  an  ex-ally,  but 
never  a  duPont.  Mills  and  Dent,  with 
their  lawyers,  would  like  to  take  the 
enormous  trust  out  of  Ed  Ball's  hands. 
Over  Ball's  dead  body. 

That,  says  Mills  and  Dent,  is  the 
problem.  They  say  the  trust  was  set 
up  to  feed  its  earnings  to  the  Nernours 
Foundation  after  the  death  of  Jessie 
duPont,  Ed  Ball's  sister.  The  Nemours 
Foundation  takes  care  of  a  grandly 
appointed  300-acre  estate  outside 
Wilmington,  Del.,  including  the  huge 
Nemours  mansion  where  Mrs.  duPont 
died  in  1970  and  which  it  treats  like 
a  monument.  It  also  takes  care  of  the 
Alfred  I.  duPont  Institute,  a  hospital 
for  crippled  children  on  the  estate 
grounds  provided  for  in  duPont's  will. 


Tenacious  Ed  Ball:  He  isn't  about  to  give  up  a  big  hunk  of  his  Florida  empire  without  a  fight.  At  88,  it  may  be  his  last. 


Research 


How  much  reliance  should  investors 
place  on  securities  research? 

A  lot,  we  think,  if  you're  a  serious  inves- 
tor. While  you  might  not  agree  with 
a  research  report's  conclusion— we're 
the  first  to  encourage  a  healthy  dose  of 
skepticism  in  a  decision  as  important  as 
investing  your  money— you  should  be 
aware  of  the  facts  and  perspective  that 
led  to  the  conclusion. 

The  same  answer  applies  to  institutional 


committee's  perspective  on  domestic  and 
foreign  economies,  market  trends,  mon- 
etary and  fiscal  policy  influences  our  in- 
vestment recommendations  and  portfolio 
strategy. 

Analysis.  Our  industry  analysts  are 
the  reason  our  research  effort  is  consist- 
ently ranked  among  the  best  on  Wall 
Street.  Their  analysis  of  30  major  indus- 
tries, and  some  400  companies,  is  sup- 
plemented by  our  Market  Research 


investors,  only  louder.  Trust  officers  and  Group -technical  analysts  who  empha- 
portfolio  managers  responsible  for  invest- 
ing collectively  billions  of  dollars  of  other 
people's  money  are  obliged  to  reach  their 
investment  decisions  on  the  basis  of  as 
many  facts  and  differing  opinions  as  they 
can  possibly  absorb. 

Providing  individual  and  institutional  in- 
vestors with  these  facts  and  opinions  is  a 
job  we  take  seriously. 

Your  sampling  of  our  research  services  is 
the  best  way  of  validating  our  obviously 
high  opinion  of  them.  But  before  you 
sample  them,  you  ought  to  have  some 
idea  of  the  source  of  these  services. 


size  timing  in  investment  transactions. 
We  also  maintain  a  Research  Service 
Center  to  answer  special  client  inquiries 
and  a  Portfolio  Review  Service  that  pro- 
vides portfolio  analysis  and  investment 
guidance. 

Fixed-Income  Securities  Research. 
The  considerable  impact  of  the  Federal 
government's  monetary  policy  on  the 
securities  markets,  yields  and  investment 
strategy  increasingly  draws  the  attention 
of  investors.  Specialists  monitor  mone- 
tary matters,  particularly  their  effect  on 
yields,  and  analyze  tax-exempt  and  corpo- 
rate bonds. 


The  Research  Department.  From  a 
handful  of  statisticians  banded  together 
in  the  late  1920s,  our  research  depart- 
ment has  grown  to  more  than  100  peo- 
ple (44  of  them  analysts)  based  in  New 
York,  Washington  and  Paris.  Post  World 
War  II,  we  pioneered  in  the  concept  of 
institutional  research.  In  recent  years,  we 
adapted  our  research  service  for  indi- 
vidual investors,  providing  them  with  the 
same  conclusions  and  facts  we  provide 
our  worldwide  institutional  clientele.  In 
support  of  this  50-year  research  tradition 
and  the  standards  of  quality  we  demand, 
we'll  spend  about  $5  million  in  1977. 

Investment  Committee.    Our  invest- 
ment policy  is  governed  by  the  work  of 
the  committee  — economists,  senior 
analysts,  market  and  port-  ^      .  _ - 
folio  strategists.  The  OlTllth  Bam@y, 

Harris  Upham 

&Co.  Incorporated 

Investment  Bankers  and  Brokers  since  1873 


Research  From  Washington,  Inc. 
Just  as  evident  as  the  impact  of  mone- 
tary policy  is  the  overall  impact  of 
the  Federal  government  on  the  busi- 
ness climate  and  economic  matters.  Our 
subsidiary  in  the  capital,  Research 
From  Washington,  is  our  listening 
post  there  — reporting  and  analyzing 
actions  by  Congress  and  the  regulatory 
agencies,  and  assessing  the  political 
environment. 

We'd  like  you  to  see  for  yourself  how 
thorough,  broad  and  careful  our  invest- 
ment analysis  can  be.  For  a  complimen- 
tary copy  of  the  latest  edition  of  our 
quarterly,  The  Analysts  Roundtable. 
write  to  our  Investor  Services  Depart- 
ment,  120  Broadway, 
New  York,  NY  10005. 


But  Ed  Ball  wasn't  much  interested  u 
spending  money— either  his  own  oi 
the  estate's.  Making  money  grow  wai 
more  his  thing.  That's  why  Mills  anc 
Dent  say  they  want  to  take  the  trus 
away  from  him.  They  say  the  tim< 
has  come  to  stop  hoarding  and  star 
disbursing. 

While  Mrs.  duPont  was  alive,  sh< 
was  the  sole  beneficiary  of  the  income 
from  the  estate,  which  was  mushroom- 
ing into  one  of  America's  largest 
There  are  702,880  shares  of  E.I 
du  Pont  deNemours  stock,  1.1  mil 
lion  shares  of  General  Motors  and 
until  recently,  controlling  shares  in  th 
assets  of  Florida  National  Banks  o 
Florida,  Inc.  But  beyond  that, 
claims  a  74%  interest  in  St.  Joe  Pa 
per  Co.,  which  in  turn  controls 
among  other  things,  two  Florida  raib 
roads  (the  Florida  East  Coast  and 
the  Apalachieola  Northern)  and— gel 
this— over  1.1  million  acres  of  land  in 
Florida  and  Georgia. 

But  it  wasn't  until  six  years  aftei 
Mrs.  duPont's  death  that  Ball  go 
Winfred  L.  Thornton,  president  of  th 
Florida  East  Coast,  elected  to  he^ 
place  as  a  trustee.  During  that  time 
the  Ball-controlled  trust  has  been 
stashing  those  earnings— at  least  $7C) 
million  since  1970  from  the  GM  an 
duPont  stock  and  the  sale  of  bank  se 
curities  alone— into  certificates  of  de-) 
posit  and  Treasury  bills,  while  doling 
out  miserly  dividends  to  holders  of  St 
Joe  stock. 

In  1975,  for  example,  St.  Jo 
earned  $18.7  million,  or  $187  pe 
share.  It  paid  out  just  $4  per  share 
So  the  hospital  gets  around  $280,00 
a  year— a  yield,  according  to  Dent,  oj 
0.13  of  1%  on  its  investment  in  St.  Joe; 

That  morning  meeting  of  the  trus-l 
tees  started  out  stormy.  Dent  wag 
proposing  the  liquidation  of  the  trust's) 
holding  in  St.  Joe.  Ball's  dimming  eyes 
burned  under  his  hawkish  brow.  Thai 
meant  parting  with  the  estate's  crown 
jewel:  an  international  paper  compa- 
ny with  its  23  box-manufacturing 
plants  in  a  dozen  states  plus  three  in 
Ireland,  a  sugar  refinery  and  manu- 
facturing plant,  a  telephone  and  tele- 
graph company  plus  23%  of  Jackson- 
ville's Charter  Oil  Co.  (There  were 
once  even  plans  to  merge  St.  Joe  and] 
Charter. ) 

What  the  hell  was  Dent  up  to  with 
Ball's  empire?  As  if  Ed  Ball  didn't 
know.  Dent  still  tells  anyone  who  will 
listen:  He  wants  to  invest  the  $5,000 
to  $10,000  a  share  that  could  be  real] 
ized  from  sale  of  the  St.  Joe  stock  and 
put  it  to  work  for  the  crippled  chil- 
dren's hospital,  as,  he  says,  A.I.  du- 
Pont stipulated  in  his  will. 

Dent  is  talking  about  anywhere 
from  $350  million  to  $650  million,  de-j 
pending  on  the  final  evaluation  of  StJ 
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e's  assets.  His  plans  call  for  investing 
e  proceeds  in  blue-chip  securities  he 
;ures  would  yield  $20  million  to  $50 
illion  a  year.  With  that  kind  of  mon- 
,  the  duPont  foundation  could  make 
al  waves. 

As  it  is,  the  foundation  concentrates 
i  the  Alfred  I.  duPont  Institute,  a 
lallish  hospital  that  treats  some  950 
-patients  annually.  Plans  for  expan- 
>n  are  finally  under  way,  after  lan- 
lishing  since  Mrs.  duPont  died.  Ed 
ill  may  feign  interest  in  the  hospital, 
it  more  important,  he  knows  how  to 
mply  with  the  law.  In  1971  he  got 
e  foundation  classified  as  a  hospital 
stead  of  a  private  foundation;  that 
ly  it  was  exempt  from  the  Tax  Re- 
rm  Act  of  1969,  which  would  have 
reed  it  to  disburse  every  year  a  sum 
iual  to  about  5%  of  its  assets.  Doing 
at  would  involve  diversifying  the  as- 
ts  and  paying  out,  rather  than 
owing  back,  its  fruits.  That  would 
minish  the  empire.  You  don't  talk 


. .  When  he  feels  a  heart 
tack  coming  on,  he  says,  'I 
ist  reach  for  the  bourbon 
id  take  a  little  nip/  . . ." 


>out  liquidating  the  empire  in  front 
Ed  Ball.  He  called  for  the  bank's 
curity  guards.  He  wanted  the  other 
istees'  lawyers  thrown  out  of  the 
eeting. 

Ed  Ball  doesn't  accept  defeat  easi- 

The  trust  used  to  own  controlling 
terest  in  the  32  Florida  National 
inks.  When,  in  1966,  Congress  moved 

amend  the  1956  Bank  Holding 
jmpany  Act,  thus  forcing  Ball  to  sell 
e  estate's  controlling  shares,  he 
light  tooth  and  nail.  He  finally  con- 
ded  and  dropped  all  but  a  24%  in- 
rest  in  FNB.  Ball  told  the  House 
ibeommittee  on  Banking  &  Curren- 
:  "If  in  your  judgment,  you  feel 
e  ultimate  benefit  to  the  U.S.  will 
suit  from  forcing  those  who  have 
iled  and  labored  to  acquire  an  es- 
L.e  to  distribute  the  product  of  their 
aor  to  others,  then  I,  for  one,  will 
ide  by  your  decision." 
And  in  1973,  when  the  Federal  Re- 
rve  Board  demanded  that  Ball  divest 
rnself  of  virtually  all  the  bank  stock, 

didn't  simply  roll  over.  He  put  the 
ares  in  a  trust  controlled  by  friends, 
th  bank  directors  and  employees 
ving  purchase  rights  for  three  years. 

is  due  to  expire  this  fall,  but  Ball 
s  suggested  petitioning  the  Federal 
jserve  for  an  extension. 
At  that  tumultuous  morning  meet- 
g,  FNB  representatives  convinced 
ill  to  call  off  the  guards.  But  he  af- 
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The  newlax  Reform  Bill. 
One  more  reason  to  hold 
your  meeting  at 
Cerromar  or  Dorado. 


Your  tax  lawyers  will  confirm  that  the 
restrictions  of  the  new  Tax  Reform  Bill 
do  not  apply  to  meetings  held  in  Puerto 
Rico.  They  do  apply  to  other  meetings, 
held  outside  U.S.  Territory. 

It's  one  more  reason  to  meet  with  us 
at  Cerromar,  that  stunningly  beautiful 
hotel  designed  from  the  ground  up 
for  meetings.  Cerromar  is  so  near 
San  Juan  (about  20  miles).  Yet  so 
far  (spacious,  lovely  setting). 

Orat  neighboring  Dorado  Beach: 
gracious,  luxurious,  where  your  * — ■ 
smaller  or  executive  meeting  is  C_l 
held  beside  two  miles  of  shore. I 


Each  offers^two  Robert  Trent  Jones 
golf  courses,  tennis,  superb  dining,  a 
casino. 

Small  executive  conferences  may 
also  be  held  at  several  of  our  other 
resorts.  For  more  information  on  con- 
ferences at  Cerromar,  Dorado  Beach 
or  other  Rockresorts  hotels,  con- 
tact Paul  McManus,  Rockresorts, 
nc,  Suite  5400,  30  Rockefeller 
Plaza,  New  York,  New  York  10020. 
Telephone:  (212)  765-5950.  (In 
Washington  call  202-785-1035.) 

ROCKRESORLTS-INC 


CERROMAR  BEACH  HOTEL 

Dorado  Beach,  Puerto  Rico 
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Australia 


BUSINESS  * 
OPPORTUNITIES 

For  trade  introductions  in  Australia, 
ask  Australia's  largest,  most  experienced 
free  enterprise  bank . . .  over  1300  offices 
throughout  Australia,  New  Zealand  and 
other  islands  of  the  Pacific. 

Contact:  Lindsay  C.  Hamilton, 
Bank  of  New  South  Wales,  Suite  1630, 
270  Park  Avenue,  New  York,  N  Y.,  10017. 
Telephone:  (212)986-2248/9 
or  William  A  Havercroft, 
Bank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qantas  Building, 
360  Post  Street,  San  Francisco,  California, 
94108.  Telephone:  (415)  433-1330. 

Bank  of 
New  South  Wales 

The  bank  that  knows  Australia  best 
Head  Office:  60  Martin  Place,  Sydney,  N  S  W., 
Australia,  2000 

!7b3411ClUS  Z519 


DORADO  BEACH  HOTEL 

Dorado  Beach,  Puerto  Rico 


MILLIONS  WANT  TO  QUIT 
SMOKING  OR  LOSE  WEIGHT. 
Now,  a  proven  method  for 
smoking  and  weight  control 
can  be  yours  to  operate  as 
YOUR  OWN 
INDEPENDENT  BUSINESS. 

A  commercially-proven  and  medically- 
accepted  method  for  smoking  and  weight 
control  can  be  yours  to  operate  as  a 
lucrative  business. 

This  is  not  a  franchise  or  dealership. 
It  is  a  business  you  own  outright  You 
can  combine  it  with  your  existing  busi- 
ness or  practice.  Purchase  includes 
everything  needed  — equipment,  manu- 
als, forms,  administrative  procedures  — 
and  personnel  training  at  your  location. 

You  need  no  special  experience.  And 
our  smoking  and  weight  control  center 
takes  up  very  little  room.  It  can  be 
operated  from  your  home,  office,  or  med- 
ical practice.  Financing  and  investment 
tax  credits  available.  Get  the  full  facts 
today. 

Send  for  free  brochure  that  gives  full 
details.  No  obligation. 

Medi-Health  Systems,  Inc.,  Dept.  F 
433  N.  Camden  Drive 
Beverly  Hills,  Calif.  90212 

Please  send  free  brochure: 

Name  

Address  

City  


.State. 


.Zip_ 
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fected  a  tenuous  peace.  Within  min- 
utes Ball  was  storming  through  the 
halls  to  his  own  offices  where  he  had 
adjourned  the  meeting  over  protest  by 
Dent  and  Mills.  When  he  refused  to 
admit  the  rebels'  lawyers,  a  scene 
erupted.  His  secretary  for  41  years, 
Mrs.  Walsh,  who  often  uses  white 
face  powder  and  wears  long  chiffon 
scarves,  may  well  have  been  uncom- 
fortable. Here  was  her  courtly  boss 
planting  his  5-foot  6-inch  omeriness 
across  the  doorway  and  barring  the 
offending  lawyers. 

Ball  is  some  scrapper.  Ask  Willard 
Wirtz,  Secretary  of  Labor  under  John 
Kennedy.  In  1963,  when  the  trust- 
controlled  Florida  East  Coast  Rail- 
way Co.  was  struck  over  a  pay  dis- 
pute, Ball  set  out  to  run  the  railroad 
without  union  help.  Wirtz  intervened 
and  called  for  binding  arbitration,  but 
Ball  refused  again.  Today  the  Florida 
East  Coast  runs  profitably  on  the 
nonunion  help  hired  then. 

When  Ball  finally  got  the  trustees 
alone  in  his  office,  away  from  their 
lawyers,  his  own  lawyer  was  there. 
Dent  and  Mills  objected.  Ball  stood 
his  ground.  Dent  and  Mills  left.  End 
of  one  tough  morning's  work  for  an 
88-year-old. 

Sitting  behind  his  old,  wooden  desk 
in  his  nearly  bare  office,  Ed  Ball  picks 
his  words,  the  soft  Virginia  cadences 
slightly  raspy  with  age.  He  tells 
Forbes  that  William  B.  Mills  is  be- 
hind it  all.  "It's  just  plain  avarice," 
he  says.  "Mills  wants  power  and 
money." 

One  Jacksonville  insider  explains, 
"Mills  was  Mrs.  duPont's  man.  She 
brought  him  in.  As  long  as  she  was 
alive,  everything  went  along  beauti- 
fully." That  ended  several  years  ago 
when  Mills  tried  to  keep  Ball  from 
placing  the  shares  of  the  divested 
banks  in  the  trust.  Ed  Ball's  eyes  are 
coolly   righteous   as   he   says:  "The 


grapevine  told  me  that  Mr.  Mills  is 
just  waiting  for  me  to  cross  the  creek. 
Then  he  will  try  to  disqualify  the 
other  board  members,  leaving  only 
him  as  trustee." 

If  Ball  has  a  fault,  it  is  an  inability 
to  see  his  own  motives.  No  one  ac- 
cuses him  of  trying  to  profit  from  the 
trust;  he  hasn't  drawn  a  penny  from 
it  since  1951,  and  his  modest  life- 
style makes  scarcely  a  dent  in  his  own 
vast  private  means.  Power  is  what  Ed 
Ball  enjoys,  and  he  seems  to  want  to 
exert  it  from  the  grave,  with  Thorn- 
ton at  the  helm. 

Besides,  Mills  is  not  a  duPont  or 
even  a  duPont-in-law.  Alfred  du- 
Pont Dent,  on  the  other  hand,  gets  a 
patronizing  nod  from  Ed  Ball.  "Dent 
is  under  the  influence  of  Mills,"  he 
says  at  one  point.  Later,  he  says,  "It 
looks  to  me  like  Mr.  Dent  is  trying  to 
keep  one  foot  in  Mr.  Mills'  stirrup  and 
one  foot  in  the  stirrup  of  the  rest  of 
the  board." 

Northern  View 

In  his  suburban  Wilmington  office, 
tall,  lean,  rumpled  Dent  is  loquacious 
on  the  subject  of  Ed  Ball:  "You  have 
to  understand  that  Ed  Ball  likes  to  get 
money,  control  it  and  hang  on  to  it." 
Dent  is  known  around  Wilmington  as 
a  man  trying  to  make  his  mark  after 
a  lazy  youth  spent  concentrating  on 
backgammon.  Some  people  say  his 
move  on  behalf  of  the  hospital  is  a 
grandstand  play  to  win  respect  in  his 
own  hometown.  But  with  several  hun- 
dred shares  of  St.  Joe  in  his  own 
hands,  Dent  is  certainly  more  than  a 
disinterested  philanthropist. 

Dent  talks  volubly  about  Ball  and 
the  trust.  He  paints  a  picture  of  Ed 
Ball  as  some  sort  of  Silas-Marner-cum- 
long-distance-runner,  a  guy  who  was 
handed  a  baton  and  mistook  it  for  a 
torch.  But  even  Dent  concedes  of 
Ball:  "I  don't  think  he  has  any  inter- 


est in  spending  money  on  himself." 

Or  on  anyone  else  for  that  matter. 
Around  Jacksonville,  Ed  Ball  is  known 
as  a  quarter  tipper  who  recently 
switched  to  dollar  bills.  Maybe  at  88, 
Ed  Ball  is  beginning  to  consider  mor- 
tality a  threat.  He  even  speaks  of  dy- 
ing now.  "I'd  like  to  get  this  un- 
pleasantness cleared  up  before  I  cross 
the  creek."  But  he  treats  the  prospect 
with  disdain.  When  he  feels  a  heart 
attack  coming  on,  he  says,  "I  just 
reach  for  the  bourbon  bottle  and  take 
a  nip."  He  enjoys  the  nightly  soirees 
around  the  small  bar  in  his  room.  Sur- 
rounded by  business  cronies  like  St. 
Joe  executives  Tom  S.  Coldewey  and 
Jacob  C.  Belin  (also  Ball-appointed 
trustees  of  the  estate),  he  will  pour 
the  bourbon,  joke  and  talk  mostly  old- 
line  Southern  politics  and  business. 
Breakfast  the  next  morning  in  Robert 
Meyer's  coffee  shop  often  starts,  he 
says,  with  ginger  ale. 

Ball  could  easily  live  better.  He 
will  only  concede:  "I've  got  a  couple 
of  acres  of  good  old  Florida  mud  and 
sand,  a  few  shares  of  General  Motors, 
du  Pont  and  St.  Joe  Paper."  At  a 
conservative  $5,000  a  share,  his 
roughly  5,000  shares  of  St.  Joe  alone 
would  be  worth  $25  million.  He 
might  personally  be  worth  over  $50 
million.  There's  no  way  to  show  that 
Ed  Ball  hangs  on  to  the  estate  be- 
cause he  needs  a  job. 

Alfred  I.  duPont  was  a  longtime 
family  friend;  duPont  first  offered 
Ball  a  job  on  a  hunting  trip  when  he 
was  only  12  years  old.  Ball  refused, 
becoming  instead  a  traveling  salesman 
for  cash  registers,  office  furniture, 
camping  equipment,  lawbooks  and 
various  other  wares.  (He  still  wears 
the  cuff  links  he  won  selling  lawbooks 
back  in  the  Twenties.)  But  two  years 
after  duPont  married  his  sister,  Ball 
finally  joined  him,  and  never  left. 

Of  Iris  two  drab  hotel  rooms,  Ball 
says:  "When  I  walk  into  a  hotel  room 
and  close  the  door,  I  feel  like  I've 
lived  there  for  years."  He  tried  mar- 
riage once,  but  it  didn't  work.  Be- 
fore his  sister  died,  he  spent  time  with 
her  at  her  palatial  Nemours  home, 
but  Ball  rarely  visits  it  now.  Besides  a 
large  company-owned  farm  outside  of 
Tallahassee,  the  only  other  home  he 
speaks  of  is  in  Ball  Creek,  Va.,  which 
was  named  after  his  family.  He  was 
raised  there,  the  son  of  a  Confed- 
erate officer. 

It  is  almost  weird,  as  though  Ball's 
loyalty  is  to  the  dead  rather  than  to 
the  living.  But  maybe  that  is  what 
keeps  him  going  strong  at  88  after 
several  heart  attacks:  the  sheer  stub- 
bornness, the  mulishness  that  won't 
let  him  part  with  a  penny  more  than 
is  absolutely  necessary  of  his  dead 
brother-in-law's  money.  ■ 
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A  simple  lesson  in 
Geography: 


Jtah's  mountains  offer  scenic 
Jrives,  picnicking,  hiking, 
)ack-packing,  and  camping 
"i  the  summer,  as  well  as 
inbeatable  skiing  in  the 
winter. 


. .  .They  provide  an  abundant 
supply  of  clear,  cold  water 
for  drinking,  fishing,  wildlife, 
boating,  and  water  skiing. 


Utah's  travel  and  recreational 
attractions  entice  tourists 
from  all  over  the  world,  but 
they  are  just  another  fringe 
benefit  when  you  live  in  Utah. 


Jtah  has  an  abundant  supply 
3f  energy,  energy  fuels,  and 
nore  than  200  useful  minerals 
and  metals  in  addition  to 
iome  five  billion  tons  of 
chemicals  in  the  brines  of 
5reat  Salt  Lake. 


Geography  has  placed  Utah 
right  in  the  middle  of  Western 
America,  equidistant  from 
Los  Angeles,  San  Francisco, 
and  Portland,  with  fast  air 
and  ground  transportation 
to  all  major  cities,  plus  inter- 
national trade  facilities. 


Yes,  geography  is  one  of 
Utah's  most  important  assets. 
It  is  a  major  factor  in  a  quality 
of  life  that  deserves  top 
priority  in  the  selection  of 
any  new  corporate  or  re- 
gional office  location. 

For  more  information  and 
a  new  independent  survey 
just  off  the  press  titled  "An 
Analytical  Study  of  Utah  as 
a  Location  for  Headquarters 
and  Administrative  Offices 
Facilities,"  write  to: 
Utah  Industrial  Development 

Division 
Dept.  F-6 

#2  Arrow  Press  Square 
Salt  Lake  City,  Utah  84101 


Win  the  West  from 


A  Clark  hydraulic  crane  works  on 
Chicago's  Lake  Shore  Drive. 

A  unique  elevator  drive  helps  Clark  scrapers  dig  in. 


slew  Clark  contractor's  lift  truck  built  for  rough-terrain  work. 


Vehicle  builders  worldwide,  and  their  customers, 
rely  on  Clark  powershift  transmissions. 


WW 


Clark  gets 
it  done. 


You  can  count  on  it.  Because  the  equipment 
is  good  to  begin  with.  And  because  your  Clark  dealer 
knows  how  to  keep  it  that  way.  When  you're  under 
pressure  to  get  a  job  done,  that's  good  to  know. 
Clark  Equipment  Company,  Buchanan,  Michigan  49107 


ic  Clarklift  carefully  stacks  chemical  containers. 


Melroe  Bobcat  backhoe  helps 
lay  a  new  underground  line. 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUES  (  January  19, 1977 

$200,000,000 

Georgia-Pacific  Corporation 

$100,000,000 

67/8%  Notes  Due  January  15, 1982 
Price  100% 

$100,000,000 

VA%  Notes  Due  January  15, 1985 
Price  100% 


Plus  accrued  interest  from  January  15, 1977 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


The  First  Boston  Corporation 
Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Bache  Halsey  Stuart  Inc.  Dillon,  Read  &  Co.  Inc. 


Goldman,  Sachs  &  Co. 

Salomon  Brothers 
Drexel  Burnham  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Kidder,  Peabody  &  Co.    Kuhn,  Loeb  &  Co.    Lazard  Freres  &  Co.    Lehman  Brothers 

Incorporated  Incorporated 

Loeb  Rhoades  &  Co.  Inc.   Paine,  Webber,  Jackson  &  Curtis    Reynolds  Securities  Inc. 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker  Inc. 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 


Doing  It  By  The  Numbers 

Alcoa,  which  has  rarely  exceeded  8%  on  investment,  is 
talking  now  about  its  hopes  for  earning  14%.  Here's  why. 


Instinctively,  Aluminum  Co.  of 
America  Chairman  W.H.  Krome 
George  reaches  for  a  pad  and  pencil 
to  do  some  figuring.  He  is  a  numbers 
man,  the  first  cost  accountant  to  head 
the  aluminum  giant. 

"I  think  we  can  earn  14%  on  our 
invested  capital,"  says  George,  59, 
from  behind  a  thick  cloud  of  pipe 
smoke.  He  doesn't  talk  about  sales 
growth,  but  about  return  on  invest- 
ment. That's  a  nice  number,  14%.  It 
would  suggest  earnings  of  somewhere 
around  $10  a  share  for  Alcoa,  more 
than  double  the  1976  figure. 

Traditionally,  Alcoa  has  been  run 
by  growth-hungry  engineers  and  high- 
pressure  salesmen,  who  in  the  last  25 
years  helped  boost  Alcoa's  revenues 
sixfold,  to  $2.9  billion  in  1976.  But 
Alcoa's  return  on  invested  capital  dur- 
ing that  quarter  century  rarely  ex- 
ceeded 8%  and  more  often  fell  below 
6%,  a  dismal  performance  even  in  the 
metals  industry. 

His  neatly  trimmed  fingernail  quick- 
ly tracing  another  line  of  figures, 
George  says  flatly:  "We  just  did  not 
generate  enough  capital  to  continue 
any  kind  of  growth  at  all." 

He  isn't  a  pessimistic,  penny-pinch- 
ing accountant,  but  he  is  trying  to 
steer  Alcoa  away  from  unprofitable 
business,  volume  for  volume's  sake. 

In  1975,  his  first  year  in  charge, 
Alcoa  felt  the  full  brunt  of  the  reces- 
sion, and  earnings  plunged  64%,  to 
$1.85.  However,  in  1976  Alcoa's  earn- 
ings more  than  doubled,  to  $4.14,  and 
for  1977  Wall  Street  is  forecasting  a 
record  $6  and  more  a  share.  That's 
still  a  long  way  from  $10. 

In  Pursuit  Of  Love 

George  came  to  Alcoa  by  chance. 
After  graduating  from  MIT,  he  worked 
briefly  for  U.S.  Gypsum,  but  switched 
in  1942  to  Alcoa's  East  St.  Louis,  111. 
bauxite  plant  to  be  closer  to  a  girl 
friend  (whom  he  ultimately  did  not 
marry).  By  1951  he  was  in  the  Pitts- 
burgh head  office,  and  in  the  early 
1960s  was  setting  up  Alcoa's  first  eco- 
nomic planning  unit  with  the  help  of 
a  youthful  outside  consultant,  Alan 
Greenspan,  later  to  be  chairman  of 
President  Ford's  Council  of  Econom- 
ic Advisers. 


In  only  two  years  at  the  top,  he  has 
already  made  his  mark  on  the  com- 
pany. Last  year  the  aluminum  indus- 
try raised  shipments  by  28%;  Alcoa  by 
only  22%.  That  might  have  shocked 
some  of  his  predecessors,  but  George 
is  pleased.  "We  purposely  stayed 
away  from  some  business,"  he  says. 
Alcoa  is  now  all  but  out  of  such  mar- 
kets as  castings,  household  wrapping 
foils  and  aluminum  frames  for  houses 
and  motels— either  because  it  was  un- 
able to  be  the  market  leader  or  be- 
cause it  was  losing  money. 

But  trimming  sales  will  not  by  it- 
self raise  Alcoa's  return  above  the  past 
disappointing  level.  George  is  count- 
ing on  strong  overall  demand  coupled 
with  lagging  supply  to  keep  prices 
firm.  Alcoa's  own  sales  and  capital- 
spending  restraints  will  help  keep 
prices  up,  because  Alcoa  alone  is  al- 
most as  big  in  metals  as  its  domes- 
tic competitors  Reynolds  Metals  and 
Kaiser  Aluminum.  Since  1970  the  in- 
dustry's overall  capacity  has  grown 
only  20%,  vs.  57%  in  the  previous  ten 
years.  George  expects  this  trend  to 
continue.  "Nobody,"  he  says,  "will  go 
hog  wild  about  building  new  smelters. 
We  are  not  going  to  commit  hari-kari 
as  we  did  in  the  past." 

He  is  not  counting  on  self-discipline 
alone  to  keep  aluminum  expansion 
low.  The  economic  facts  of  life  will 
be  a  big  help.  For  one  thing,  the  alu- 
minum companies  haven't  got  the 
money  to  build  a  rash  of  new  smelters, 
not  at  $2,000  a  ton  for  plants  built 
from  the  ground  up.  With  debt  al- 
ready at  42%  of  total  capital,  Alcoa 
is  unlikely  to  risk  further  indebted- 
ness on  highly  speculative  expansion. 
Even  if  he  wanted  to  expand,  there 
would  be  the  problem  of  power. 

In  the  Pacific  Northwest,  for  in- 
stance, where  30%  of  the  aluminum 
smelter  capacity  is  located,  lighter- 
than-usual  snowfall  already  threatens 
to  reduce  hydro  power  and  cut  back 
smelter  production  this  spring.  At  a 
Texas  smelter,  the  problem  is  a  natu- 
ral gas  shortage.  Over  the  next  five 
years,  George  must  spend  close  to 
$400  million  on  developing  lignite  de- 
posits and  other  power  facilities  so 
Alcoa  can  switch  from  natural  gas  to 
coal.  Alcoa's  new  chemical  smelter, 


Chairman  George  Of  Alcoa: 

"We  are  not  going  to  commit 
hari-kari  as  we  did  in  the  past." 


the  first  important  smelting  change  in 
aluminum  in  90  years,  will  cut  elec- 
tricity consumption  by  30%  but  is  still 
several  years  from  full-scale  commer- 
cial development. 

For  several  months,  the  accountants 
have  been  swarming  over  Alcoa's  op- 
erations trying  to  devise  a  new  system 
of  financial  controls.  Like  most  metal 
companies,  Alcoa  used  to  treat  a 
whole  plant  as  a  business  unit.  But 
the  demands  of  replacement-cost  ac- 
counting, plus  the  complexity  of  its 
modem  plants,  means  Alcoa  must 
come  up  with  a  new  system  to  show 
where  it  makes  or  loses  money,  by  re- 
lating each  product  to  its  market.  So 
far,  George  is  considering  splitting  Al- 
coa into  some  40  different  product 
markets,  each  of  which  every  month 
will  measure  cash  inflow  and  outflow, 
right  down  to  its  dividend  contribu- 
tions. "We  don't  know  if  this  new  ap- 
proach will  work,"  he  admits,  "but  we 
believe  we  are  breaking  new  ground 
in  the  metals  industry." 

One  current  problem  that  the  cost 
accountants  can't  help  much  with 
is  Alcoa's  swelling  inventories,  30% 
above  normal.  To  keep  unit  costs 
down  George  has  kept  output  high- 
even  though  his  salesmen,  on  a  leash 
now,  can't  move  all  the  output.  Of 
course,  sluggish  demand  could  turn 
the  inventories  into  a  mounting  head- 
ache. But  if  demand  picks  up  this  year 
—as  the  pundits  are  predicting— the  in- 
ventories could  be  a  boon  rather  than 
a  bane.  Alcoa  could  unload  them  at 
rising  prices  and  at  a  nice  profit.  ■ 
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Risk  Mai 


To  control  all  aspects  of  an 
organization's  exposure  to 
asset  damage  and  loss,  many 
companies  have  recognized 
the  importance  of  a  compre- 
hensive function  called  cor- 
porate risk  management* 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives* 


A  company's  assets  may  be  valued  in  bil- 
lions of  dollars, or  they  may  be  much  less— but 
all  of  those  assets,  in  varying  degrees,  are  ex- 
posed to  continuing  risks  of  damage  or  loss.  By 
applying  management  techniques  to  the  han- 
dling of  such  risks,  threats  to  the  company s 
earning  power  and  even  to  its  continued  exis- 
tence can  be  reduced  or  eliminated.  Corporate 
risk  management,  in  short,  can  enhance  cash 
flow,  shield  profitability,  and  contribute  to  long- 
term  growth. 

The  concept  of  risk  management  combines 
risk  control,  including  loss  prevention  and  re 
duction,  and  risk  finance,  the  provision  of  funds 
at  the  lowest  cost  for  financing  possible  loss. 

Within  a  company,  risk  management  often 
starts  with  painstaking  identification  of  the  pos- 
sibilities of  loss  to  which  the  firm  is  exposed. 
For  example,  a  risk  manager  may  conduct  an 


extensive  physical  inspection  of  company  : 
cilities  and  operations.  Such  a  survey  may 
reinforced  by  the  use  of  standardized  questic 
naires  intended  to  uncover  hidden  exposur 
common  to  many  business  firms.  Examir 
tions  of  flow  charts  and  financial  and  oth 
documents  may  suggest  further  hazards. 

Ranking  potential  losses 

The  next  step,  risk  measurement,  est* 
lishes  the  relative  importance  of  potential  loss 
-their  frequency,  severity,  predictability  all 
probability.  This  is  followed  by  determining  t 
best  technique  for  handling  the  firms  risl 
whether  through  risk  control,  risk  finance  01 
combination  of  both. 

The  cardinal  rule  is  to  obtain  the  great< 


ement 


ssible  protection  at  the  least  possible  cost  to 
2  company. 

Under  risk  control,  a  decision  might  be 
ade  not  to  build  a  warehouse  in  a  flood  plain 
sk  avoidance).  It  might  be  to  install  guards 

machinery  to  prevent  employee  injuries 
>ss  prevention).  It  might  be  to  install  a  sprin- 
ir  system  in  a  plant  (loss  reduction). 

Under  risk  finance,  the  decision  is  how  to 
ocate  the  risks  between  risk  transfer,  usually 
surance,  and  risk  retention,  with  the  com- 
ny  paying  any  losses  from  its  own  resources. 

Insurance  alone  does  not  constitute  total 
k  management,  as  insurance  professionals 
ve  long  pointed  out. 

Invariably,  insurance  is  most  useful  and 
ist  costly  when  accompanied  by  all  other  prac- 


ticable means  for  reducing  exposure  to  loss. 

Once  risk  management  decisions  have  been 
made,  the  next  step  is  implementation. 

Here  risk  management  s  responsibility  is  pri- 
marily that  of  managing  people,  so  that  desired 
actions  are  taken.  Finally,  having  put  programs 
into  action,  results  are  constantly  checked  to 
see  if  the  desired  effects  have  been  realized.  At 
the  same  time,  the  risk  manager  remains  alert 
to  changes  in  loss  exposures  which  may  call  for 
new  approaches  and  strategies. 

As  a  fuller  discussion  of  risk  management 

from  an  objective  standpoint,  INA  has  pre 

pared  a  booklet  entitled.  "Risk  Management: 

Some  Professional  Considerations!'  Copies 

may  be  requested  by  writing  INA  Corporation, 

1600  Arch  Street,  Philadelphia,  Pa.  19101. 
*      *  * 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadel- 
phia, in  1792.  Today  INA  and  its  affiliated  com- 
panies operate  around  the  world  with  major 
interests  in  property  and  casualty  insurance, 
marine  insurance,  life  insurance,  reinsurance 
and  risk  management  services. 

INA  insurance  products  and  services  are 
made  available  through  selected  independent 
agents  and  brokers— professionals  with  a  com- 
prehensive knowledge  of  insurance  needs  and 
solutions. 
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Insurance  Professionals 


Statistical  Spotlight 

(Old)  New  Issues: 

The  Lung-Distance  Runners 


Is  this  statement  correct?  People 
who  hought  new  issues  in  the  late 
Sixties  lost  their  shirts. 

It  would  be  correct  if  you  add  the 
word  "most."  Not  all  new  issues  were 
disasters.  The  surprising  fact  is  that 
a  few  investors  did  very  well  if  they 
bought  certain  new  issues  at  or  near 
their  initial  offering  prices  and  stayed 
with  them.  Some  of  these  successful 
new  issues  of  the  Sixties  are  listed 
here— the  long-distance  runners  in 
what  began  as  a  field  of  sprinters. 

To  get  on  this  list,  a  company  had 
to  do  very  well  indeed.  It  had  to 
show  superior  growth,  not  only  for 
the  past  decade,  but  in  the  most  re- 
cent two  years  as  well;  companies 
that   have   slowed   down  recently- 


like  Pinkerton's  and  Bandag— were  dis- 
qualified. To  qualify,  a  company  must 
also  show  a  good- to-excellent  return 
on  equity. 

Stockholders  who  got  into  these 
companies  on  the  ground  floor  have 
mostly  done  very  well.  For  exam- 
ple, a  $900  stake  in  Combustion 
Equipment  is  now  worth  about 
$5,200.  A  similar  stake  in  Data  Gen- 
eral is  now  worth  $8,400.  Of  31  com- 
panies in  this  table,  only  two  show 
losses  and  those  are  modest  ones. 
Gains  of  400%  and  500%  are  not  un- 
common; Petrie  Stores  is  up  600%. 

Note  this,  however:  Most  of  these 
stocks  are  still  below  the  post -offer- 
ing highs;  they  have  never  regained 
the  lofty  levels  they  hit  in  the  sexy 


Sixties  and  the  simmering  early  Sev- 
enties. The  people  who  really  prof- 
ited were  the  ones  who  got  in  at  or 
near  the  original  offering  prices. 

Not  surprisingly,  the  new-issue 
market  is  starting  to  come  to  life 
again.  This  is  as  it  should  be.  Al- 
though Forbes  frequently  warned 
its  readers  against  new-issue  hysteria, 
there  is  nothing  wrong  with  the  ba- 
sic idea.  New  issues  are,  in  a  way, 
the  lifeblood  of  free  enterprise,  pour- 
ing equity  capital  into  new  companies 
eager  to  tackle  the  established  giants. 
What  caused  the  trouble  in  the  late, 
unlamented  new-issues  boom  was  in- 
discriminate offerings  by  greedy  bro- 
kers and  indiscriminate  buying  by 
greedy  speculators.  ■ 


Latest  Price 


Earnin 

8s 

Fiscal 

Range 

Latest  iz- 

Per  Sh 

R  e  t  u  r  n 

\An  n  t  h 

Price/ 

Growth 

Rate 

on 

Reven  ues 

Initial 

Price  

Earnings 

Earnings 

Company 

10-Year 

2-Year 

Equity 

(mil.) 

Offering* 

Offerin 

g  Recent 

Per  Share 

Ratio 

Industry 

Alexander  &  Alexander 

23% 

21% 

33% 

$124 

50-13 

13 

351/2 

$2.56 

14 

Fin^nri^l  Sprvifps 
1  llldiiv-idl  Jtri  v  ilcj 

Channel  Companies 

28 

23 

15 

56 

47-2 

3% 

16 

1.97 

8 

Retail 

Charles  River  Breeding 

23 

20 

13 

17 

41-6 

8V2 

16 

1.16 

14 

Research  Animals 

Chart  House  Inc 

39 

29 

29 

138 

34-5 

5 

263A 

2.74 

10 

Fast  Food 

Church's  Fried  Chicken 

38 

31 

29 

136 

51-6 

7% 

34  Vb 

3.26 

10 

Fast  Food 

Combustion  Equipment 

50 

23 

17 

129 

39-3 

4  72 

26 

1.94 

13 

Pollution  Control 

Daniel  Industries 

20 

43 

29 

71 

28-3 

71A 

26 'A 

2.70 

10 

Fluid  Control 

Data  General 

D-P 

33 

22 

161 

61-4 

45/8 

43  Vb 

2.17 

20 

Minicomputers 

Dayton-Hudson 

14 

56 

15 

1,693 

47-7 

17 

363A 

3.81 

10 

Retail 

The  Dexter  Corp 

15 

27 

18 

145 

35-8 

9 'A 

24Vb 

2.58 

9 

Chemical 

Flight  Safety  Int'l 

23 

35 

27 

13 

14-3 

6V4 

13'A 

1.30 

10 

Pilot  Training 

Gannett  Co 

14 

15 

17 

355 

45-7 

95/b 

38  3A 

2.09 

19 

Publishing 

Golden  West  Financial 

29 

46 

31 

92 

28-5 

IOV2 

18% 

3.61 

5 

Financial  Services 

Grainger  (W.W.) 

16 

18 

18 

328 

45-4 

43A 

273/b 

1.81 

15 

Electric  Motors 

Hall  (Frank  B.)  &  Co. 

16 

16 

24 

101 

38-6 

7<A 

20% 

1.61 

13 

Financial  Services 

Harland  (John  H.) 

21 

24 

23 

56 

39-7 

8 

185A 

1.93 

10 

Check  Printing 

Hospital  Affiliates  Int'l 

21 

21 

14 

104 

29-5 

13 'A 

161A 

2.02 

8 

Health  Care 

Hospital  Corp  of  America 

26 

24 

18 

356 

46-6 

143/a 

28 

2.66 

11 

Health  Care 

Humana 

39 

23 

13 

261 

40-4 

4 

183/a 

1.82 

10 

Health  Care 

lames  (Fred  S.)  &  Co 

29 

10 

35 

89 

41-5 

63/4 

171/b 

1.64 

10 

Financial  Services 

Jerrico,  Inc 

39t 

89 

30 

139 

44-1 

3% 

25 

•  2.64 

9 

Fast  Food 

National  Medical  Ent. 

22 

15 

13 

116 

27-3 

16'A 

143A 

2.25 

7 

Health  Care 

Pay  Less  Drug  Stores  NW 

15 

15 

18 

193 

31-6 

12 

21 'A 

2.31 

9 

Retail 

Petrie  Stores 

24 

25 

29 

278 

80-10 

10 

72 

4.54 

16 

Retail 

Pizza  Hut 

34 

29 

27 

251 

31-2 

10% 

24 

2.47 

10 

Fast  Food 

Saga  Corp 

16 

24 

17 

418 

37-3 

16 

133A 

1.71 

8 

Food  Service 

Sambo's  Restaurants 

33 

27 

27 

133 

24-3 

3 'A 

17Vb 

1.77 

10 

Fast  Food 

Sea  Containers 

48** 

36 

41 

45 

28-2 

9 

27Vb 

3.71 

7 

Maritime 

Seven-Up 

23 

21 

29 

214 

50-5 

5% 

29  3A 

2.24 

13 

Soft  Drink 

Tropicana  Products 

27 

27 

22 

206 

60-4 

6'A 

283A 

1.76 

16 

Citrus  Products 

Winn's  Stores 

18 

17 

19 

53 

38-7 

111/2 

20 

3.28 

6 

Retail 

*  Price  range  is  rounded. 

f  Eight-year  growth  rate. 

**  Nine-year  growth  rate. 

D-P  Def 

cit  to  Profit. 
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Hospitals 
scare  people. 


"It's  unintentional,  of  course.  But  the 
fact  remains  that  the  hospital  experi- 
ence makes  most  people  very 
anxious.  At  Humana,  we've  conducted 
in-depth  studies  to  identify  the  basis 
of  patient  fears  and  to  determine 
what  we  can  provide  in  environment 
and  care  to  minimize  these  fears'.' 

David  A  Jones,  Chairman,  Humana  Inc 


Humana  is  a  private  enterprise  hospital 
company,  where  profits  are  providing  the  resources 
to  improve  hospital  services  from  the  standpoints  of 
both  the  patient  and  the  physician. 

At  a  time  when  many  hospitals  are  struggling 
to  maintain  the  status  quo,  Humana  is  leading  the 
way  in  evaluating  the  quality  of  hospital  services  and 


setting  standards  for  improved  performance  in 
reducing  patient  anxieties. 

The  Humana  approach  to  hospital  services  has 
already  proven  immensely  successful.  And  although 
Humana  now  owns  and  operates  hospitals  in  seven- 
teen states,  we  are  actually  just  at  the  threshold 
of  our  growth  potential.  Looking  ahead,  the  need  to 
renew  America's  hospitals  cannot  be  met  by  tradi- 
tional means. 

Humana  will  play  an  important  role  in  fulfilling 
these  needs  because  our  profitability  enables  us  to 
attract  the  financial  resources  needed  for  this  vital 
task.  And  by  using  private  enterprise  incentives  and 
the  skills  of  the  Humana  professional,  we  are  able 
to  make  our  new  facilities  a  better  kind  of  hospital. 

If  you  would  like  to  know  more  about  a  leader- 
ship company  in  the  rapidly  growing  47  billion  dollar 
hospital  services  industry,  we  would  be  pleased  to 
send  you  a  copy  of  our  annual  report.  Please  write, 
Humana  Inc.,  1800  First  National  Tower.  Dept.  3B , 
Louisville,  Kentucky  40201 . 


The  Bradley  GTs 
secret  of  success  is  simple. 

It  moves  by  telephone. 


For  $3,500  the  Bradley  Automotive  Company  will  give  you  everything  you  need  to  turn  your 
indard-looking  Volkswagen  into  a  classy  dreamboat  on  wheels. 

It  seemed  like  a  perfect  concept  from  the  beginning.  The  only  problem  was  getting  sales 
Uing,  once  President  Gary  Bradley  had  developed  his  idea  into  a  finished  product. 

And  that's  where  the  telephone  came  in.  Working  alone,  the  new  president  answered  sales 
ids  by  phone— asking  for  orders  and  getting  them.  With  only  small  space  advertising 
d  no  travel  budget,  the  company  was  able  to  expand  across  the  country,  and  grow  in  just  five  years 
100  employees  following  up  10,000  sales  inquiries  per  month.  And  they're  still  doing  it  all  by 
>ng  Distance  from  Minneapolis. 

Bell  System  Account  Representative  Dick  Majsterski  worked  with  Bradley  Automotive  to 
lp  set  up  one  of  the  most  efficient  telephone  sales  systems  in  the  industry.  He  has  even  helped 
th  the  company's  plans  for  future  growth,  based  on  heavy  use  of  the  telephone  as  a  marketing  tool. 

You  can  get  the  same  kind  of  help  for  your  company,  too.  Maybe  you  need  a  tele- 
mmunications  system  custom-designed  to  your  particular  business  problems  or  to  your  specific  data 
nsmission  needs.  Or  maybe  you'd  just  like  to  know  more  about  our  effective  programs  for  opening 
w  accounts,  selling  existing  customers  and 
llecting  overdue  accounts.  Either  way,  just  call  a 
:11  Account  Representative  at  the  toll-free 
mber  below.  Or  send  in  the  coupon.  We've  put 
z,ether  a  series  of  brochures  on  these  programs, 
d  we're  giving  them  away  for  the  asking. 


The  system 
is  the  solution. 


Bell  System 


Bell  System  Sales  Center  F-6 
811  Main  Street 
Kansas  City.  Missouri  64141 

Please  send  information  on  □  Opening  New  Accounts 

□  Collecting  Overdue  Accounts 

□  Selling  Existing  Customers 

Name  ;  

Company  

Street  

City  

State  Zip  Phone  


Call  toll  free  800-821-2121 

except  Alaska  or  Hawaii.  (800-892-2121  in  Missouri) 


The  Numbers  Game 


Obfuscation,  Inc. 

"If  this  young  man  express  himself 

in  terms  too  deep  for  me, 
Why,  what  a  very  singularly  deep  young  man 

this  deep  young  man  must  be/' 


Clarity  in  the  written  word  is  al- 
most a  lost  cause  today.  Just  ask  any 
English  teacher.  It's  a  good  thing  most 
English  teachers  don't  read  financial 
statements;  then  they  would  really 
throw  up  their  hands  in  defeat. 

Is  all  that  jargon  really  necessary? 
All  that  obfuscation?  Those  circumlo- 
cutions (otherwise  known  as  beating 
around  the  bush)?  Those  technical 
terms  for  common-sense  concepts? 

Not  at  all,  drawls  Delmer  P.  Hyl- 
ton,  professor  of  accounting  at  Win- 
ston-Salem, N.C.'s  Wake  Forest  Uni- 
versity. Hylton  sees  no  reason  why 
companies  couldn't  produce  financial 
statements  that  even  an  English  teach- 
er could  love. 


-W.S.  Gilbert,  "Patience." 

Take  the  term  "treasury  stock,"  says 
Hylton.  "What  is  the  treasury,  and 
where  is  it?  Why  not  just  say:  'Shares 
of  our  common  stock  reacquired  from 
stockholders'?" 

The  word  "accrued"  is  another  term 
Hylton  would  like  to  do  away  with. 
"Accrued  wages  payable"  means  ex- 
actly the  same  as  "wages  payable." 
What  does  "accrued"  add— besides  a 
tinge  of  technicality?  Not  a  thing. 

Hylton  says  that  a  great  deal  of 
the  jargon  has  been  passed  down  from 
generations  of  accountants  in  its  anti- 
quated form.  Perhaps,  says  Hylton's 
associate,  Professor  Leon  Cook,  the 
accountants  should  have  done  what 
the  lawyers  did:   use  Latin.  Better 


good  Latin  than  bad  English. 

Getting  back  to  the  existing  jargon 
Hylton  takes  aim  at  terms  like  "re 
tained  earnings"  and  "reserve,"  botq 
of  which  imply  the  existence  of  mon 
ey  stashed  away  somewhere.  One  oi 
the  reasons  the  Penn  Central  bank 
ruptcy  surprised  some  people  wa 
that  the  railroad  had  a  retained  earn 
ings  figure  of  around  half  a  billion  do! 
lars.  Those  earnings,  of  course,  had 
long  since  been  sunk  into  track  and 
roadbed— and  they  weren't  available! 
to  pay  bills  with.  Why  not  substitute 
"earnings  invested  in  business  assets'] 
for  "retained  earnings,"  and  help  elim 
inate  the  confusion?  (Just  as  a  note 
of  historical  interest,  "retained  earn 
ings"  replaced  the  even  more  mislead 
ing  term  "earned  surplus"  about  30 
years  ago. ) 

Some  other  terms  the  professors 
feel  we  could  do  without:  "net  sales,' 
which  is  sales  after  deducting  dis 
counts  and  allowances;  why  not  justl 
say  "revenues"?  Then  there's  "good 
will."  Some  firms  have  taken  to  sub- 
stituting "excess  of  cost  of  acquis! 
tions  over  net  asset  value."  You  have 
to  stare  at  that  one  for  a  second, 
but  at  least  the  phrase  means  some- 


Delmer  P.  Hylton  of  Wake  Forest:  Why  not  make  the  language  of  accounting  simpler? 
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hing,    whereas    "goodwill"  doesn't. 

Financial  statement  footnotes,  of 
course,  make  most  insurance  policies 
ook  like  nursery  rhymes.  Fortunately, 
he  Securities  &  Exchange  Commis- 
ion  is  working  on  that  problem:  It 
s  exploring  the  possibility  of  introduc- 
ng  "differential  disclosure,"  whereby 
jcane  items  required  in  footnotes 
vould  be  simplified  or  summarized  for 
ndividual  investors  who  haven't  the 
latience  or  expertise  to  sift  through 
he  clutter.  For  more  exacting  finan- 
ial  analysis,  the  information  would 
till  be  available  in  all  its  jargonistic 
plendor. 

What  do  the  accountants  say  to  all 


this?  They  are  drafting  a  "constitu- 
tion" defining  all  accounting  con- 
cepts, but  they  say  the  companies 
themselves  have  final  say  over  finan- 
cial statement  wording. 

Maybe  the  accountants  could  im- 
prove their  image  by  pressing  their 
clients  for  the  elimination  of  unneces- 
sary technical  language.  "You  can't 
convey  technical  information  to  some- 
one who  has  zero  knowledge,"  Pro- 
fessor Hylton  concedes,  but  he  adds— 
and  we  agree— that  there  is  a  lot  that 
can  be  done  to  make  financial  state- 
ments easier  for  the  informed  layman. 
Isn't  that,  after  all,  the  sort  of  thing 
democracy  is  all  about?  ■ 


Liaking  Things  More  Perfectly  Clear 


nstead  of  oft-used  shorthand  or 
argon  terms  like  these  . . . 


. . .  why  not  use  clear,  meaningful  terms 
like  these? 


Jet  sales 
lost  of  sales 
)perating  profit 


Income  Statement 

Revenues 

Costs  of  goods  sold 

Earnings  before  interest  and  taxes 


eceivables,  net  (or,  Accounts 
Receivable  less  reserve) 

Jet  property,  plant  and  equipment 


ioodwill 


Balance  Sheet 

Assets 

Accounts  receivable,  less  allowance 
for  doubtful  accounts 

Property,  plant  and  equipment  at  cost 
Less:  Depreciation  recorded  since 

acquisition 
Equals:  Cost  to  be  depreciated  in 

future  years 

Acquired  subsidiaries:  Excess  of  cost 
over  net  asset  value 


]urrent  maturities  of  long-term  debt 
xcrued  wages  payable 


Liabilities 

Portions  of  long-term  debt  coming  due 
within  one  year 

Wages  payable 


Capital  surplus 

etained  earnings 
reasury  stock 


Stockholders'  Equity 

Paid-in  capital  in  excess  of  par 
value  of  shares 

Reinvested  earnings 

Shares  of  common  stock  reacquired 
from  stockholders 


let  income 
)epreciation 

'eferred  taxes 


Statement  of  Changes  In  Financial  Position 

Working  capital  was  provided  by: 
Net  income 


Plus:  Expenses  deducted  in  computing 
net  income,  not  requiring  outlay  of 
working  capital  in  the  current  period: 


Depreciation 
Deferred  income  taxes 
■ddition  to  long-term  debt  Proceeds  from  long-term  borrowing 

Working  capital  was  used  for: 
"icrease  in  long-term  investments  Purchase  of  securities 


How  to  get 
extra  income 
from  your  stocks 

This  booklet  shows  you  the 
basic  approaches  to  writing 
options,  including  the  risks  and 
potential  rewards. 

It  also  has  a  special  section 
on  the  more  advanced  tech- 
niques you  can  use.  Explains 
the  pros  and  cons  of  uncovered 
options.  Variable  hedges. 
Spreads. 

You  also  get  examples  of 
the  kind  of  option  strategies  to 
use  in  different  market  situa- 
tions—which may  increase 
your  income  and  reduce  the 
risk  of  loss.  An  Options  Clear- 
ing Corporation  prospectus 
is  included. 


frr^M  MM*/!  <  v' 


Free!  "The  Merrill  Lynch 
Guide  to  Writing  Options" 

Write:  Merrill  Lynch  Service  Center 
P.  0.  Box  700,  Nevada,  Iowa  50201 

NF0  0215  OPT 

Name  


Address- 
City  


State_ 


_Zip_ 


Business  Phone- 
Home  Phone  


Merrill  Lynch  customers,  please  give  name 
and  office  address  of  Account  Executive: 


Merrill  Lynch 
Pierce 

Fenner  8  Smith  Inc. 


©Copyright  1977  Men-ill  Lynch  Pierce  Fenner  &  Smith  Inc. 
Member,  Securities  Investor  Protection  Corporation  (SIPC) 
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Results  Unrewarded 


Cities  Service  is  still  paying  for  past  mistakes. 


Cities  Service  Chairman  Robert  V. 
Sellers  has  a  boyish  quality,  yet  looks 
older  than  his  49  years.  As  the  boss 
of  a  rich  but  oft-disappointing  oil 
company,  Sellers  has  his  work  cut 
out  for  him. 

When  Sellers  took  over  the  now-$4- 
billion  company  in  1972,  its  stock  was 
selling  for  around  $10  below  book 
value.  Not  good.  So  he  put  his  ear 
to  the  ground  and  got  this  message 
from  Wall  Street:  You  have  a  bil- 
lion barrels  of  oil  reserves,  6  trillion 
cubic  feet  of  natural  gas  and  about 
a  seventh  of  the  country's  natural  gas 
liquids  production.  Do  something  with 
all  this. 

Sellers  complied.  He  moved  Cities 
Service  headquarters  from  New  York 
to  Tulsa  so  he  could  keep  an  eye  on 
operations.  He  closed  a  slew  of  barely 
profitable  service  stations  and  sold  a 
losing  fertilizer  operation.  Meantime, 
the  Arabs  formed  the  Organization  of 
Petroleum  Exporting  Countries  and 
the  call  went  out  for  U.S.  self-re- 
liance in  energy.  Cities  Service's  earn- 
ings took  off.  From  $3.73  in  1972  they 


rose  to  $7.58  in  1974,  dropped  to 
$5.12  in  1975  and  hit  a  "record 
$7.98  a  share  last  year.  Its  return  on 
equity  has  jumped  from  6.7C/  in  1972 
to  12.7%  last  year. 

But  the  stock  price  did  not  quite 
match  the  improvement  in  earnings. 
It  sold  recently  at  $58— less  than  book 
value,  and  seven  times  earnings. 
What's  wrong?  In  part,  The  Street  is 
not  convinced  that  the  company  has 
really  overcome  the  drift  that  afflicted 
it  for  so  many  years.  Back  in  1962-63 
Cities  Service  diversified  into  petro- 
chemicals and  copper,  and  that  was 
good,  but  now  those  operations  are 
only  15%  of  sales  and  don't  contribute 
much  to  earnings.  Then  Cities  Ser- 
vice sold  its  holdings  in  Atlantic  Rich- 
field and  turned  down  a  merger  that 
could  have  made  it  a  top  uranium 
producer.  Sellers  himself  sold  out  the 
fertilizer  operation  at  the  bottom  of 
the  market  and  dropped  out  of  bid- 
ding on  Peabody  Coal  in  1975. 

Sellers  told  Forbes,  "We  recognize 
the  need  for  diversification.  Not  nec- 
essarily this  year  or  the  next,  though." 


Sellers  Of  Cities  Service:  His 

earnings  made  records,  but  Wall 
Street  contained  its  enthusiasm. 


When?  Probably  after  the  big  petrole- 
um-exploration-and-development  pro- 
gram Sellers  launched  and  further 
price  increases  in  both  petroleum  and 
copper  bring  more  results.  After  the 
price/earnings  multiple  improves.  The 
potential  is  unquestionably  there.  But 
The  Street  isn't  yet  convinced  that 
management  is  going  to  succeed  in 
grasping  it.  ■ 


ADVERTISEMENT 


Important  Notice   

to  persons  who  had  certain  transactions  in  securities  of 

Douglas  Aircraft  Co.,  Inc.  in  1966. 


On  August  25,  1976  the  United  States  District  Court 
for  the  Southern  District  of  New  York  entered  a  Final 
Judgment  approving  the  settlement  of  class  actions  against 
Douglas  Aircraft  Co.,  Inc.  (now  McDonnell  Douglas  Cor- 
poration, hereafter  referred  to  as  "Douglas")  and  others. 
Also  approved  at  the  same  time  was  a  Plan  for  Alloca- 
tion of  the  Settlement  Proceeds. 

Under  the  Settlement  and  Plan  Douglas  is  required  to 
pay  $5  million  plus  certain  interest  in  settlement  of  class 
claims  against  it.  That  sum  (after  deduction  of  fees  and 
expenses)  is  to  be  distributed  among  members  of  the  three 
classes  involved,  who  establish  their  eligibility  by  filing 
claims  on  prescribed  forms.  Eligible  claimants  for  this 
purpose  are  as  follows: 

From  Class  1  —  Buyers  of  Douglas  stock  between 
March  25,  1966  and  June  1,  1966,  both  dates  inclu- 
sive, provided  that  they  did  not  sell  such  stock  before 
June  2, 1966. 

From  Class  2  —  Holders  of  Douglas  4%  debentures 
due  February  1,  1977,  who  converted  them  into 
Douglas  stock  as  of  May  3,  1966  and  who  did  not  sell 
such  stock  before  June  2,  1966. 

From  Class  3  —  Buyers  of  Douglas  43A%  debentures 
due  July  1,  1991,  between  July  12,  1966  and  Septem- 
ber 26,  1966,  both  dates  inclusive,  provided  that  they 
did  not  sell  such  debentures  before  September  27, 1 966. 

The  final  judgment  provided  that  September  24,  1976 
would  be  the  last  day  for  filing  claims  against  the  Settle- 
ment Fund.  That  date  was  extended  by  the  Court  to  No- 
vember 12,  1976,  upon  request  of  plaintiffs'  counsel. 


The  Settlement  Stipulation  and  Plan  for  Allocation  pro- 
vide that,  regardless  of  the  amount  of  allowed  claims,  the 
entire  net  Settlement  Fund  is  to  be  distributed  to  class 
members  and  no  part  of  the  Fund  is  to  revert  to  Douglas 
in  any  eventuality.  These  provisions  were  stated  in  the 
Notice  of  Class  Settlement  Hearing  previously  given  by 
mail  and  publication  by  direction  of  the  Court. 

To  date  only  slightly  more  than  $1  million  in  eligible 
class  claims  have  been  filed.  When  Douglas  learned  of 
the  number  of  claims  filed  it  withheld  payment  of  the  $5 
million,  which  was  due  to  be  paid  on  November  23,  1976 
for  later  distribution  to  class  members  after  completion 
of  the  processing  of  claims;  brought  the  facts  to  the  atten- 
tion of  the  Court;  and  took  the  position,  opposed  by 
plaintiffs'  counsel,  that  it  may  be  entitled  to  a  reduction  of 
the  settlement  consideration.  The  Court  then  ordered  this 
further  notice  to  class  members  who  may  have  missed  or 
overlooked  the  notice  previously  given. 

If  you  qualify  for  participation  in  the  Settlement  Fund 
under  the  requirements  set  forth  above  or  if  you  have 
reason  to  believe  that  you  may  qualify  but  your  records 
are  incomplete,  and  you  have  not  yet  filed  a  claim,  write 
immediately  for  further  information  and  claim  forms  to 
Pomerantz  Levy  Haudek  &  Block,  attorneys  for  class 
plaintiffs,  295  Madison  Avenue,  New  York,  New  York 
10017;  re:  Douglas  Claims.  In  your  letter  please  indicate 
within  which  class  you  believe  your  claim  falls  and  the 
dates  of  your  pertinent  transactions  in  Douglas  securities. 

The  last  day  for  filing  claims  has  been  further  extended 
to  April  4,  1977. 

CONSTANCE  BAKER  MOTLEY, 
Dated;  January  14.  1977.         United  States  District  Judge. 
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Would  an  American  soap  maker 
go  down  the  drain 

in  Scandinavia? 


unce  tnese  iijgi,iiPfii{.iijii..  no  U.  S.  soap. 

Sweden  does,  however,  and  there  may  be 
room  for  expansion  in  this  market. 

TIME's  Research  and  Marketing  Department 
collects  information  on  international  patterns 
in  many  important  categories  and  in  a  great 
many  countries. 

This  group  is  glad  to  collaborate  with  your 
own  marketing  people  in  searching  for  the  best 
ways  to  move  your  products  through  the  mar- 
kets of  the  world  with  great  ease  and  greater 
profits. 

If  you're  preparing  a  multinational  marketing 
plan,  TIME  can  help  you  develop  one  that  will 

wash.  TIHflE 

1 1  HIE  For  multinational  marketing 


Why  two  sheets  of  plastic  film 
only  5  thousandths  of  an  inch  thick 
stopped  a  charging  bull. 


It  took  place  in  Nimes,  France. 
1  one  of  the  world's  oldest  bullrings, 
/e  stretched  two  sheets  of  our  plas- 
c  film  between  a  matador  and  an 
Ight-hundred  pound  fighting  bull. 

The  bull  charged  full  tilt  into  the 
ansparent  film  barrier.  And, 
Ithough  each  sheet  was  only  five 
lousandths  of  an  inch  thick,  the 
ull  was  stopped  in  midcharge.  His 
orns  went  through,  but  he  didn't, 
tow  is  it  possible? 

A  many  layered  thing. 

Each  of  these  amazing  sheets  is 
dually  made  of  two  different 
lastics— nylon  and  Surlyn*— ex- 
•uded  simultaneously  in  three 
lyers:  nylon— Surlyn*— Surlyn.* 
,ook  at  the  drawing  on  the  right. 
Tie  special  technology  required  to 
xtrude  these  different  plastics  all 
t  the  same  time— and  have  them 
dhere— was  pioneered  by  St.  Regis, 
md  we  use  it  to  make  many  grades 
f  plastic  film  for  packaging  a  lot 
f  different  food  products. 

The  "coextrusion"  process  lets 

eg.  U.S.  Pat.  ATM.  Office  For  DuPont's  lonomer  Resin. 


each  resin  impart  a  different  char- 
acteristic to  the  film.  The  result:  a 
combination  of  gas  barrier  proper- 
ties, high  puncture  resistance  and 
high  tensile  strength. 

The  meat  of  the  issue. 

Why  did  we  develop  such  a 
sophisticated  film?  Certainly  not  for 
an  ordinary  problem. 

No,  this  film  was  built  to  wrap 
subprimal  cuts  of  meat— cuts  larger 
than  a  steak  and  smaller  than  a 
side  of  beef.  Subprimals  are  the 
latest  marketing  method  in  the  meat 
industry:  go  to  subprimal  cuts  in  a 
centralized  plant,  ship  them  out  to 
individual  supermarkets  and  let 
them  break  them  down  from  there. 
The  idea  is  to  help  reduce  the  cost 
of  distribution. 
And  cut  down 
on  waste  due  to 
spoilage. 

Since  any 
oxygen  reaching 
the  meat  during  shipment  will 
contribute  to  spoilage,  these 
valuable  subprimal  cuts  have  to 
be  vacuum-packed  in  a  packaging 
material  that's  not  only  extremely 


tough,  but  also  has  high  oxygen 
barrier  properties.  And  that's 
why  we  came  up  with  a  plastic  film 
strong  enough  to  stop  a  charging  bull. 

Tough  films  for  tough  markets. 

But  this  is  just  one  of  the  mar- 
kets St.  Regis  serves  with  plastic  film. 

For  instance,  we're  one  of  the 
world's  largest  makers  of  plastic 
bread  bags.  We're  one  of  the  leading 
producers  of  plastic  packaging  for 
the  snack  food  industry.  We  use  a 
lot  of  plastic  film  in  our  shrink  and 
stretch  wrap  business.  And  we  use  it 
to  make  protective  masking  materials 
for  everything  from  furniture  to  TV 
picture  tubes. 

Technology  and  marketing. 

All  this  reflects  the 

marketing  stance 
of  St.  Regis  toward 


all  our  packaging, 
paper,  lumber  and 
construction  products.  To  use  the 
full  weight  of  our  technology  in 
serving  our  markets  and  in  renewing 
the  forest  resource  our  products 
come  from. 


Serving  Man  and  Nature  to  the  benefit  of  both. 
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I  There  are  36  million  jobs 
in  America's  industry. 

2They'd  all  stop  tomorrow 
if  energy  stopped  coming. 

3.  The  biggest  part  of  that  energy 
comes  from  Natural  Gas. 


It's  as  simple  as  1,2,3. 
Getting  more  gas 
can't  wait  any  longer. 


The  Money  Men 


Uncommon  Risk-Taker 


Francis  E.  Ferguson  had  plenty  of 
time  to  decide  what  he  wanted  to  do. 
Shot  down  in  1943  over  Schweinfurt, 
Germany  on  his  fifth  mission,  he  spent 
19  months  as  a  prisoner  of  war.  To 
keep  from  cracking  up,  he  did  what 
many  other  soldiers  did.  He  vividly 
imagined  what  he  would  do  after  the 
war.  That  he  would  end  up  heading  a 
giant  life  insurance  company,  earn 
$250,000  a  year  and  become  a  mil- 
lionaire was  all  beyond  his  wildest 
imagination. 

Fergie,  as  he  is  called,  wanted  to 
be  a  farm  appraiser.  During  the  De- 
pression he  had  seen  many  families 
whose  farms  were  sold  out  from  under 
them  for  far  less  than  they  were 
worth;  his  own  father  had  a  narrow 
escape.  Then,  too,  an  uncle  he  ad- 
mired had  been  a  farm  appraiser, 
working  for  the  Federal  Land  Bank. 
When  the  war  ended  Ferguson  stud- 
ied at  Michigan  State  University  and 
then  went  to  work  for  the  Federal 
Land  Bank  as  an  appraiser  himself. 

That  might  have  ended  the  story— 
as  far  as  we  are  concerned— had  Fer- 
guson been  a  different  sort  of  person. 
But  the  bureaucratic  routine  rattled 
him.  Regulations  required  that  staff- 
ers return  to  the  office  to  type  their 
reports.  Ferguson  wrote  out  his  in 
longhand  in  the  barnyard,  and  went 


man  with  Ferguson's  drive.  Private  in- 
dustry could  and  did. 

Understand  that  Northwestern  isn't 
just  one  of  the  biggest  insurance  com- 
panies in  the  U.S.  It's  the  only  large 
company  that  still  specializes  in  just 
individual  life  coverage.  It  sounds  like 
an  actuary's  delight. 

On  the  surface,  it  looks  this  way: 
Northwestern's  balance  sheet  seems 
like  any  other  in  a  presumably  rou- 
tine business,  where  prudence  is  a  by- 
word and  caution  is  an  instinct.  Its 
portfolio  includes  $3  billion  in  bonds, 
$2.2  billion  in  mortgages,  $350  mil- 
lion each  in  common  and  preferred 
stocks. 

But  then  you  come  to  the  more  risk- 
oriented  investment— $750  million  tied 
up  in  real  estate— and  you  see  that 
Northwestern  is  more  adventurous 
than  most.  Northwestern  owns  shop- 
ping centers,  warehouses,  office  and 
apartment  buildings,  a  huge  75,000- 
acre  farm  in  Arizona  and  a  few  hotels. 

Then  there  are  the  energy  invest- 
ments, and  not  just  stocks  and  bonds 
like  other  insurers.  Northwestern  is 
hunting  in  the  Gulf  of  Mexico  for  oil 
and  gas  with  the  likes  of  Mobil,  Union 
Oil  and  Texas  Gas  Transmission.  So 
far  it  has  pumped  $100  million  into 
exploration  and  development;  and  it 
may  add  another  $100  million. 


. .  Ferguson  wrote  farm  reports  in  longhand  and  his 
productivity  was  great.  But  seniority  counted. . . ." 


on  to  do  another  job.  His  productivity 
was  far  greater  than  that  of  his  mates, 
but  seniority  was  what  counted. 
When  it  came  to  promotions  and  pay 
hikes,  he  had  to  wait  in  line.  So  he 
quit  the  Government  and  subsequent- 
ly went  to  work  for  Northwestern  Mu- 
tual Life  of  Milwaukee,  Wis.  Not  as 
much  security  perhaps,  but  there  was 
more  opportunity. 

After  that,  it  took  Ferguson  16 
years  to  make  it  to  the  top  of  the  com- 
pany. Since  1967  he  has  been  presi- 
dent of  what  is  today  the  nation's 
seventh-largest  life  insurance  compa- 
ny, with  $8.5  billion  in  assets. 

One  of  those  rare  cases  of  a  man 
completely  changing  directions  in 
midlife?  Not  really.  It  was  simply  that 
government  service  couldn't  satisfy  a 


Beyond  the  oil  and  gas,  there  is 
stuff  as  exotic  as  solar  energy.  North- 
western has  funded  Battelle  Institute 
solar  research,  to  the  time  of  $3  mil- 
lion, and  has  17  patents  to  show  for 
it.  Northwestern  even  backed  a  group 
of  midwestern  utilities  bidding  for 
Peabody  Coal  last  year,  and  lost  out 
only  when  a  consortium,  including 
Equitable  Life  and  Newmont  Mining, 
sent  the  price  tag  over  $  1  billion. 

What's  a  nice  old  dowager  from 
Milwaukee  doing  in  high-risk,  high- 
pressure  investments  like  these? 

It  all  goes  back  to  how  Frank  Fer- 
guson translated  his  old  desire  to  see 
that  farmers  get  a  square  deal.  Today 
he  wants  Ins  policyholders  to  get  the 
best  possible  deal,  not  just  the  safest 
possible   deal.    Northwestern,  which 


Shrewd  Appraiser:  Francis  Ferguson 
sharpened  his  investment  eye  as  a 
farmland  appraiser  25  years  ago. 


sells  through  its  own  agents,  is  one  of 
the  lowest-cost  sellers  of  whole  life  in- 
surance. Therefore,  it  has  to  make  its 
money  work  harder  to  keep  its  costs 
down.  Its  mortality  rates  must  be,  and 
are,  below  average. 

All  life  insurance  companies  have  a 
serious  hurdle  to  clear  in  raising  the 
return  on  their  assets,  but  for  North- 
western the  problem  is  especially 
serious.  Nearly  23%  of  its  investments 
are  tied  up  in  5%  and  6%  loans  to 
customers— the  low  rates  mandated  by 
state  law.  Why  so  much?  Northwest- 
ern's customers— mainly  savvy  corpo- 
rate executives— know  all  about  low- 
cost  policy  loan  borrowing,  and  other 
insurers  have  lots  of  term  and  group 
life  insurance  policies  that  don't  have 
nearly  as  much  cash  buildup  against 
which  to  borrow. 

So  Northwestern  has  to  do  well,  and 
it  does.  Last  year  its  investments 
earned  6.42%,  which  put  it  in  the 
top  third  of  investment-income  earn- 
ers among  insurance  companies.  This 
may  not  sound  that  great  until  you 
stop  to  think  that  with  all  that  service 
to  borrowing  policyholders  North- 
western had  to  earn  about  7%  on  its 
remaining  investments. 

That  kind  of  performance— a  skillful 
mix  of  shrewd  appraisal  and  risk-tak- 
ing—is Frank  Ferguson's  specialty.  He 
has  been  willing  to  move  into  areas 
that  aren't  orthodox  insurance  com- 
pany investments,  first  in  his  own  spe- 
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The  Money  Men 


cialty  and  then  in  fields  he  has  sim- 
ply learned. 

It  started  with  land.  In  the  late 
1950s  Ferguson  got  wind  that  a  large 
farm  owner  in  Arizona  southwest  of 
Phoenix  who  had  a  sizable  mortgage 
with  NML  might  be  willing  to  sell 
because  he  needed  the  money  quickly 
for  his  estate.  Says  Ferguson,  "I  de- 
cided if  I  could  get  it  at  my  price 
we  should  own  it.  It  was  a  property 
that  could  only  grow  in  worth  and 
had  good  cash  crops  like  cotton  and 
wheat  that  could  produce  an  income. 
I  got  it  with  a  cash  bid  of  $6  million." 
Over  the  years  Ferguson  has  put  some 
$19  million  more  into  the  Gila  River 
Ranch,  today  a  75,000-acre  agricul- 
tural operation.  "Last  year  we  earned 
about  $4.5  million  from  the  ranch," 
says  he.  Not  a  bad  return. 

A  deal  that  Ferguson  turned  down 
is  just  as  illuminating  as  any  of  the 
ones  he  made.  He  recalls:  "Because  of 
my  well-known  farm  background,  I 
got  those  guys  who  ran  Black  Watch 
Farms,  a  cattle-breeding  operation 
that  went  bust  eventually,  coming 
around  looking  for  me  to  finance 
them.  I  figured  my  money  was  going 
in  up  front  and  I  had  no  control  over 
the  operation.  I  don't  like  those  kinds 
of  risks."  Ferguson  said  no,  but  other 
insurance    companies,    to    their  re- 


the  latter  are  two  contract  oil-drilling 
investments,  La  Gloria  Oil  &  Gas  and 
Prado  Oil  &  Gas,  that  Ferguson  made 
in  the  late  Fifties  and  early  Sixties. 
NML  put  up  $19  million  and,  in  a 
half  dozen  years  or  so,  sold  them  for 
a  total  of  "$31  million,  even  though 
the  payoff  preceded  the  biggest  part 
of  the  drilling  boom. 

Now  Ferguson  is  excited  about  the 
prospects  for  his  $100-million  oil  and 
gas  drilling  gamble  in  the  Gulf  of 
Mexico.  "It  had  become  clear  to  me 
in  the  early  1970s  that  the  country 
was  running  down  its  domestic  on- 
shore reserves.  That  meant  offshore 
reserves  would  have  to  be  developed." 
What  tipped  him  off?  His  Arizona 
farm  consumes  lots  of  energy  in  wa- 
tering 25,000  acres  of  crops.  The 
farm's  energy  costs  doubled  before 
the  oil  embargo. 

What  persuaded  Ferguson  to  take 
his  offshore  gamble  was  a  new  under- 
water testing  device  that  could  indi- 
cate a  geological  formation's  carbon 
content  and  hence  at  least  the  likeli- 
hood of  oil.  Formerly,  drillers  would 
often  have  to  engage  in  very  expen- 
sive deep-water  drilling,  only  to  find 
that  there  wasn't  a  commercial  play. 
"The  tests  showed  there  were  signifi- 
cant amounts  of  carbon"  on  the  NML 
lease  area,  says  Ferguson.  "True,  we 


". . .  'When  you  study  our  investments,  they  often  aren't  as 
risky  as  they  might  first  appear/  says  Ferguson. . . ." 


gret,  flung  money  at  Black  Watch. 

But  Ferguson  is  the  first  to  admit 
that  "we've  had  our  share  of  clinkers 
over  the  years."  For  example,  in  the 
early  1970s  NML's  investment  group 
figured  that  downtown  Chicago  could 
use  a  high-rise  educational  facility, 
a  kind  of  merchandise  mart  for  edu- 
cators. The  hoped-for  return:  20%  to 
30%.  But  the  scheme  had  barely  got- 
ten off  the  ground  when  the  educa- 
tion market  shriveled  and  the  reces- 
sion hit. 

"At  least  we  had  the  foresight," 
Ferguson  remarks,  "to  ask  ourselves 
before  okaying  the  project  what  we 
would  do  if  the  concept  failed.  In 
that  case  we  figured  we  could  convert 
it  into  an  office  building."  So  now 
NML  has  a  36-story,  $40-million  of- 
fice building  only  30%  occupied  and 
producing  no  income.  Ferguson  hopes 
it  will  eventually  earn  7%  or  more. 

The  losers,  however,  have  been 
more  than  offset  by  winners.  Among 


haven't  earned  any  money  from  our 
investment  for  nearly  four  years.  Based 
on  our  partners'  estimates,  however, 
we  figure  we  should  earn  a  mini- 
mum return  of  16%  at  worst  and  40% 
or  better  under  the  most  favorable  cir- 
cumstances." The  offshore  gamble 
could  have  turned  out  to  be  an  em- 
barrassing $80-million-to-$90-million 
write-down  for  the  mutual  insurance 
company. 

Admittedly,  luck  played  a  role.  Un- 
ion Pacific  Corp.  (through  Champlin 
Petroleum)  and  partners  Exxon  and 
Mobil  used  a  similar  device  on  nine 
offshore  Florida  tracts  and  managed 
to  drill  $700  million  worth  of  dry 
holes.  Says  Ferguson:  "The  device 
didn't  work  well  in  a  different  type  of 
underwater  formation.  I  have  a  better 
appreciation  now  for  the  risks." 

It  is  more  than  luck  though.  NML 
was  an  early  and  large  investor  in 
shopping  centers,  with  a  $105-million 
direct  investment  and  $500  million  in 


Sure  Touch:  When  Ferguson  isn't 
making  adventurous  investments,  he 
may  be  on  his  farm  bagging  game. 


mortgages  in  its  portfolio.  But  no 
more,  says  Ferguson.  "I  think  we've 
got  enough  money  in  shopping  cen- 
ters now.  There  are  too  many  people 
wanting  to  build  and  own  them.  The 
returns  are  coming  down  and  the  risks 
are  going  up."  The  old  appraiser's  cau- 
tion signal. 

That  kind  of  prudence  has  so  far 
kept  NML  out  of  serious  trouble  in 
real  estate,  which  has  been  so  disas- 
trous for  many  institutions.  NML's 
problem  loans  are  running  below  the 
industry  average. 

Needless  to  say,  Ferguson  is  not 
happy  about  seeing  $1.7  billion  of 
NML's  funds  out  on  loan  to  policy- 
holders at  a  measly  5%  and  6%.  "We 
can  invest  that  money  better  than  most 
of  our  policyholders  can.  We've  cut 
insurance  costs  for  them  every  year, 
and  we'll  cut  them  even  more  in  the 
future." 

So  Ferguson  is  spearheading  a  drive 
among  life  insurers  to  convince  state 
regulators  to  raise  the  interest  on  pol- 
icy loans  to  8%.  Some  35  states  have 
already  done  so.  This  year's  big  tar- 
get is  New  York,  a  huge  insurance 
state  for  NML. 

If  some  of  his  investments  seem  off- 
beat for  an  insurance  company,  Fer- 
guson is  no  less  willing  to  take  the 
same  kinds  of  risks  with  his  own  mon- 
ey. Last  year,  for  example,  he  bought 
a  2,500-acre  farm  in  the  Mississippi 
Delta  country.  He  won't  say  how 
much  he  paid,  but  he  admits  that 
farmland  there  goes  for  $1,000  an 
acre  and  more.  Why  Mississippi  rath- 
er than  the  Midwest  or  Southwest? 
"Farm  prices  there  have  climbed  out 
of  sight,"  he  retorts,  "as  high  as  $7,000 
an  acre  in  some  places.  I  figure  there 
is  still  lots  of  room  for  appreciation 
for  a  well-run  farm  in  Mississippi." 

Which  will  probably  turn  out  to  be 
another  shrewd  Ferguson  appraisal.  ■ 
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Sears 

$300,000,000 

Sears,  Roebuck  and  Co. 

7%%  Sinking  Fund  Debentures  due  February  1, 2007 


Price  99.70% 

Plus  accrued  interest  from  February  1,  1977 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 


Bache  Halsey  Stuart  Inc. 


The  First  Boston  Corporation   Kuhn,  Loeb  &  Co.   Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated 

Dillon,  Read  &  Co.  Inc. 


Blyth  Eastman  Dillon  &  Co 

Incorporated 

Drexel  Burnham  &  Co. 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Loeb  Rhoades  &  Co.  Inc. 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Lazard  Freres  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker  Inc 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 

L.  F.  Rothschild  &  Co. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 

Lehman  Brothers 

Incorporated 

Reynolds  Securities  Inc. 


White,  Weld  &  Co. 

Incorporated 

Bear,  Stearns  &  Co. 


Shields  Model  Roland  Securities 

Incorporated 

American  Securities  Corporation 


Weeden  &  Co. 

Incorporated 

Bacon,  Whipple  &  Co. 


Wertheim  &  Co.,  Inc. 
Wood  Gundy  Incorporated 
Shearson  Hayden  Stone  Inc. 
ABD  Securities  Corporation 


William  Blair  &  Company     Blunt  Ellis  &  Simmons     Alex.  Brown  &  Sons 

Incorporated 

F.  Eberstadt  &  Co.,  Inc.  EuroPartners  Securities  Corporation 


Allen  &  Company 

Incorporated 

Basle  Securities  Corporation 
The  Chicago  Corporation 


Kleinwort,  Benson 

Incorporated 

New  Court  Securities  Corporation 


Ladenburg,  Thalmann  &  Co.  Inc. 

Oppenheimer  &  Co.,  Inc 


Robert  Fleming 

Incorporated 

Moseley,  Hallgarten  &  Estabrook  Inc. 


R.  W.  Pressprich  &  Co. 

Incorporated 

Stuart  Brothers 
UBS-DB  Corporation 


Piper,  Jaffray  &  Hopwood 

Incorporated 

Scandinavian  Securities  Corporation     SoGen-Swiss  International  Corporation 


Spencer  Trask  &  Co. 

Incorporated 

C.  E.  Unterberg,  Towbin  Co. 


Tucker,  Anthony  &  R.  L.  Day,  Inc. 
Wood,  Struthers  &  Winthrop  Inc. 


January  27,  1977 


"How  tin 
improved  om 


"With  two  9200s  and  one  operator, 
we  can  complete  crucial  rush  jobs 
totalling  more  than  1  million  copies 
f")  a  month  at  a  savings  of  96  man-hours." 
j     Floyd  Bowman,  Chief 
Bureau  of  Administrative  Services 
Department  of  Public  Aid 
State  of  Illinois  ffv$ 


V 


"On  an  average  job,  the  Xerox  9200  1  H 
turned  out  to  be  100%  faster  than  offset,  jtr* 
Why?  No  original  plating.  No  collating  rf^fc 
slowdown.  And  no  cleanup!'  f 
Barbra  Cooper,  Manager  f 
Communications  Center  P* 
Miller  &  Paine,  Lincoln,  Nebraska 1 


XEROX®and  920)  ®  are  trademarks  of  XEROX  I  OKI'ORATION 


£erox9200 
igures? 


}     "Because  of  the  Xerox  9200's  capability 
J  to  automatically  feed,  print  and  sort 
j  simultaneously,  I  find  it's  five  times  faster 
than  our  two  offset  presses." 

George  W.  Cook 
Production  Manager 
General  Research  Corporation 
McLean,  Virginia 


"The  Xerox  9200  handles  my 
monthly  work  load  30%  faster 

than  offset  did." 
Robert  F.  Beal 
President 
Stone  Reprographics 

Cambridge,  Massachusetts 


The  Xerox  9200  Duplicating  System,  with  its  computerized  programmer,  can  automatically  feed,  cycl 
ice  and  sort  a  limitless  number  of  complete  sets  at  the  incredible  rate  of  2  pages  a  second. 

It  can  help  you  and  your  budget  look  a  lot  better.  /\tl  \vJ/\ 


McDonald's 


Merrill  Lynch 
Gov't.  Securities 


Ties  That  Bin 


Neckties  with  corporate  logos  arc 
fad  that  could  even  become  a  fashi< 

Airline  counter  personnel  of  course  wear  them.  Hes 
middle-management  types  with  a  taste  for  whoopee-cusl 
humor  occasionally  sport  them.  But  now,  suddenly, 
with  corporate  logos  are  gracing  the  necks  of  conservatiN 
tailored  boardroom  executives  and  other  well-groor 
movers  and  shakers  in  the  corporate  structure. 

The  wearing  of  ties  with  corporate  logos  is  a  fad 
could  even  become  a  fashion.  A.  Harvey  Schreter, 
president  of  Maryland-based  Schreter  Industries  Intel 
tional,  remembers  doing  very  little  company  tie  busines  | 
the  Sixties.  Now  he  boasts  clients  like  Tenneco,  Ow« 
Illinois,  Campbell  Soup  and  Brunswick.  McDonald's 
tacted  Schreter  last  summer  when  it  ordered  three 
for  each  of  its  restaurant  supervisors.  Reis  of  New  Ha\ 
Inc.  makes  quality  ties  for  clients  like  Gates  Learjet, 
lantic  Richfield  and  St.  Regis  Paper. 

If  a  necktie  is  "the  heraldic  shield  of  the  20th  centv 
as  menswear  columnist  John  T.  Molloy  has  put  it, 
$200,000-a-year  executive  likely  to  go  for  two  goll| 
arches  on  a  field  of  brown  polyester?  It's  possible, 
not  likely  unless  it's  tastefully  handled.  "You  don't  w| 
your  top  employees  to  look  like  walking  billboards," 
mits  Henry  S.  Feinberg,  whose  Travellers  Premium 
Inc.  sells  several  of  Schreter's  customized  ties.  "The 
tie  is  an  artistically  acceptable  logo.  When  you  look  a 
it  should  almost  be  subliminal." 

W.M.  Chelsea  Ltd.,  a  business  founded  in  1971 
primarily  devoted  to  the  production  of  specialized  n« 
wear,  makes  ties— including  silk  ones— that  usually 
as  much  like  old  school  ties  as  possible.  Its  president,  L[ 
don-bom  F.  David  Wessel,  has  an  Etonian  accent  that 


CBS  (Publishing) 


American  Soc.  For 
Testing  &  Materials 


Joy  Manufacturing 


American  Biltrite 


itly  lends  authority  to  his  arbitrary  notions  about  club- 
istes.  "There's  a  great  class  distinction  in  a  necktie," 
el  declares.  He  recommends  that  companies  use  dif- 
t  colors  for  different  echelons  of  employees:  "A  nice 
blue  tie  with  a  gold  design  for  the  board  of  directors 
red  and  white  for  common  men."  He  particularly 
es  a  color  scheme  he  did  for  Reynolds  Securities: 
re  we  did  green  and  white  for  Dartmouth  men;  red 
arvard,  blue  for  Yale." 

ne  say  the  company-tie  fad  may  have  caught  on  be- 
!  it's  cheaper  than  the  corporate  pens  and  lighters 
favored  as  giveaways.  Not  necessarily.  Hewig  &  Mar- 
ells  a  rather  nice  ball-point  pen  with  a  company's 
on  it  for  $1.60  each  on  a  large  order.  Travellers  Pre- 
i  markets  a  butane  lighter  with  a  company  logo  for 
han  a  dollar  each. 

pending  on  the  size  of  the  order  and  type  of  fabric,  for 
pie,  David  Wessel  will  get  $5  each  for  1,000  Eng- 
>olyester  ties  with  a  silk  logo  (like  Reynolds  Securi- 

to  $10.50  each  for  150  pure  silk  ties  (such  as  those 
ed  by  Union  Carbide).  Schreter  quotes  a  $12.50-each 

price  for  500  pure  silk  ties,  and  $7.50  each  for  an 

of  150  polyesters. 

t  it's  still  a  bargain  if  you  think  like  Alan  R.  Cadan, 
irer  of  Chipp,  the  New  York  men's  clothier.  "It's  a 
corporate  gift  and  a  great  investment,"  says  Cadan. 
)u  put  money  into  a  magazine  advertisement,  it  may 
;en  only  once.  But  a  tie  can  be  worn  continually." 
ipp  is  doing  nicely  in  the  corporate  necktie  business, 
n  says,  because  the  top  executives  buy  their  clothes 
,  It  was  Chipp  that  produced  the  celebrated  number 
the  cryptic  message  "ITYOMYCSOYA"*  for  John  D. 
3  of  CBS.  Backe  doesn't  shop  there  regularly,  but  his 
;cessor,  Arthur  Taylor,  did. 

3ople  enjoy  identifying  with  a  successful  company," 
n  theorizes.  "There  is  the  security  that  comes  with  it." 
>e  so,  but  a  lot  of  successful,  evidently  secure  men 
/earing  them,  too.  It  could  be  that  they  are  simply 
lg  a  kick  out  of  it.  ■ 

Tough  Years  Of  Marketing,  You  Can't  Sit  On  Your  Ass. 


Eaton  (Dynamatic) 


American  Motors 


Stevens  Beechcraft 


Reynolds  Securities 


Philadelphia  Life 


Brunswick  Corp. 


If  business  worldwide  is  your  targel 
special  opportunities  like  this 
happen  only  four  times  a  year. 


In  Mm  and  all  tha  charts  thai  follow  1976  and  1977  figurai  raprasaot  forecasts 
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The  Newsweek- WE  FA  Forecast 
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The  Newsweek  International-WEFA  Forecai 


It's  a  survey  of  global  economic  trends  that  appears 
quarterly  as  a  special  section  in  the  center-spread 
position  of  Newsweek's  International  Edition. 

Prepared  in  collaboration  with  the  University  of 
Pennsylvania's  Wharton  Econometric  Forecasting 
Associates  (WEFA),  the  series  began  in  December 
1975. 

Response  was  immediate,  enthusiastic  and 
widespread. 

Since  then,  the  surveys  have  sparked  still  further 
interest  and  comment  and  have  been  quoted 
extensively  in  newspapers  and  magazines  around 
the  world. 

To  advertisers  these  forecast  sections  represent  a 
unique  editorial  environment  for  messages  directed 
toward  an  influential  and  business-minded  audience. 
Your  message,  in  fact,  will  appear  as  part  of  the 
WEFA  report  on  heavy  insert  stock  . . .  within  the 
report's  editorial  package. 

Only  a  limited  number  of  positions  are  available  in 
the  Atlantic  and  Pacific  WEFA  sections.  And  at  our 
usual  advertising  rates. 


So  act  now!  Don't  miss  out  on  an  opportunity  to 
position  your  advertising  message  in  a  dynamic 
editorial  climate  reaching  a  circulation  of  420,000  i 
the  Atlantic  and  Pacific  areas  ...  a  forecast  sectior 
that  is  prime  reading  for  business  and  government 
officials  around  the  globe. 

The  next  WEFA  Forecast  will  appear  in  March  v 
others  scheduled  for  June,  September  and 
November.  For  further  information,  write  or  call 
Howard  W.  Smith,  Advertising  Director,  Newsweek 
International,  444  Madison  Avenue,  New  York,  N.> 
10022.  Phone  (212)  350-2570.  Let  the  Newsweek 
International-WEFA  Forecast  deliver  your  message 
where  it  counts:  to  today's  business  community 
worldwide. 


The  International  Newsmagazine 


Here  Come 

The  Young  Turks! 


Watch  out,  you  graybeards.  There's  a  growing  trend  toward  reaching  down 
into  the  ranks  and  picking  whippersnappers  to  run  companies. 


Ever  since  he  became  chief  officer 
at  Bendix  Corp.— replacing  W.  Mi- 
chael Blumenthal,  the  new  Treasury 
Secretary— 39-year-old  William  M. 
Agee  has  been  dealing  with  doubts 
about  his  tender  age.  By  now  he  has 
the  drill  down  pat.  Patiently,  he  ex- 
plains that  he  was  Bendix'  chief  finan- 
cial officer  for  four  years,  then  was 
elected  president  last  fall.  Before  that, 
he  goes  on,  he  was,  in  turn,  treasurer 
and  senior  vice  president  at  Boise  Cas- 
cade. "I've  packed  a  lifetime  of  ex- 
perience into  my  career,"  says  Agee. 

In  a  society  where  youth  is  almost 
a  religion,  it  is  surprising  how  diffi- 
cult it  has  been  for  people  to  accept 
a  young  boss.  "People  are  so  shocked 
when  no  one  else  follows  me  in  the 
door  that  they  blurt  right  out,  'My 
God!' "  says  boyish-looking  Henry  B. 
Schacht,  who  four  years  ago,  at  38, 
became  Cummins  Engine's  chief  ex- 
ecutive officer.  Boss  Johnson,  the  new 
45-year-old  boss  at  Standard  Brands, 
happens  to  favor  a  modish  hairstyle. 
He  tells  of  the  sixtyish  stockholder 
who  took  one  look  at  his  picture  in 


the  annual  report  and  dashed  off  a 
letter  announcing  that  she  was  sell- 
ing her  shares. 

Yet,  in  corporate  boardrooms 
doubts  about  youth  are  slowly  fading 
away.  During  the  last  four  years,  di- 
rectors at  over  a  dozen  giant  compa- 
nies have  named  new  CEOs  in  their 
30s  and  early  40s.  Among  the  200 
highest-paid  CEOs  currently  in  office, 
one  in  12  got  his  job  by  the  age  of 
40,  and  two  in  nine  before  reaching 
45.  Almost  half  of  them  got  to  the 
top  by  age  50. 

The  message  is  loud  and  clear: 
Gone  are  the  days  when  a  talented 
young  man  would  have  to  plug  away 
until  his  late  50s  or  early  60s  before 
getting  a  chance  to  run  a  billion-dol- 
lar company.  At  three  companies  out 
of  four,  he  will  have  made  it  before 
then— or  been  pirated  away  by  the 
headhunters  for  another  company. 

The  danger  of  losing  ambitious 
young  executives  to  headhunters  is  so 
great  that  one  new  chief  executive 
went  to  extraordinary  lengths  to  as- 
sure his  own  Young  Turks  that  his  ele- 


vation to  the  top  job  wasn't  the  end 
of  their  own  chances.  Soon  after  be- 
coming Pullman  Chairman  in  1970, 
Samuel  Casey  Jr.,  then  43,  sat  down 
and  wrote  out  his  own  resignation 
dated  ten  years  thence.  "I  hope  you'll 
never  stop  your  own  rush  for  the  top," 
Casey  told  his  executives. 

In  the  recent  past,  the  young  CEO 
usually  owed  his  post  to  one  of  two 
things:  The  right  family  name  or  the 
right  of  entrepreneurship.  There  were 
men  like  Henry  Ford  II,  George  Wey- 
erhaeuser and  J.  Peter  Grace.  There 
were  entrepreneurs  like  Polaroid's  Ed- 
win Land,  CBS'  William  Paley  or 
Gulf  &  Western's  Charles  Bluhdorn. 
They  started  their  own  companies  in 
their  20s  and  30s  (or  took  over  very 
small  ones)  and  built  them  up. 

But  most  of  today's  young  bosses 
are  highly  professional,  highly  trained 
managers.  While  relatively  young  in 
years,  they  are  thoroughly  seasoned, 
in  many  cases  having  had  an  excep- 
tionally broad  range  of  experience. 
But  luck,  too,  plays  a  role.  Consider 
some  of  these  cases: 


William  M.  Agee  Of  Bendix:  Careful  Campaigner. 


Bill  Agee's  rise  to  the  CEO  position 
at  39  was  no  accident;  he  plotted  his 
moves  carefully.  When  he  went  to 
work  for  Boise  Cascade  in  1963,  his 
Harvard  Business  School  classmates 
kidded  him  about  sticking  so  close  to 
his  hometown.  Agee  had  his  reasons. 

"Bob  Hansberger,  himself  a  young 
CEO,  was  assembling  a  group  of  in- 
telligent, highly  motivated  young  peo- 
ple at  Boise  to  grow  the  company  rap- 
idly," Agee  says.  "It  was  a  business 
school  student's  dream  come  true." 
Agee  moved  quickly  into  top  manage- 
ment, becoming  treasurer  at  29  and 
senior  vice  president  at  33. 

But  another  one  of  Hansberger's 
"young  tigers,"  John  Fery,  was  clearly 
the  heir  apparent.  So  when  a  man- 


agement recruiter  from  Bendix  ap- 
proached Agee,  he  took  a  close  look. 
"Mike  Blumenthal  was  then  CEO- 
designate,  and  it  was  evident  that 
there  was  no  potential  president  with- 
in the  company,"  he  says.  "There  was 
a  horizon  there  I  no  longer  saw  at 
Boise."  Agee  joined  Bendix  as  chief 
financial  officer  in  1972,  and  last  No- 
vember was  named  president.  Was  he 
concerned  that  Blumenthal,  who  is 
51,  once  again  blocked  his  path  to  the 
top?  "No,"  replies  Agee.  "Mike  and  I 
are  both  firm  believers  in  a  second 
career;  he  had  no  intention  of  stay- 
ing around  forever."  When  Blumen- 
thal found  his  new  career  as  Trea- 
sury Secretary  in  the  Carter  Adminis- 
tration, Bill  Agee  got  his  job. 
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Ross  Johnson  Of  Standard  Brands:  Showdown. 


When  the  directors  of  Standard 
Brands  convened  last  May  14,  63- 
year-old  Henry  Weigl  was  CEO. 
When  they  broke  up,  45-year-old 
Ross  Johnson  had  Weigl's  job.  What 
transpired  was,  in  essence,  a  show- 
down between  youth  and  age.  "It 
wasn't  a  war,  but  it  was  a  conflict," 
says  Johnson,  looking  back,  "and  the 
board  was  intelligent  enough  to  read 
the  signals." 

Weigl  had  compiled  an  enviable 
record  in  his  11  years  as  CEO,  raising 
sales  150%  and  earnings  180%.  But  he 
ruled  the  company  with  an  iron  hand 
from  its  New  York  headquarters.  He 
was  brusque  to  the  point  of  rudeness, 
and  even  his  directors  had  trouble 
getting  along  with  him.  One  of  them 


It  is  shocking  how  many  giant  com- 
panies fail  to  groom  qualified  CEOs 
within  their  own  ranks.  But  that  fail- 
ure is  often  a  boon  for  talented  young 
executives  who  have  cut  their  teeth 
at  small  companies.  In  1975  it  brought 
Jonathan  Scott,  then  44,  all  the  way 
from  the  Idaho  potato  fields  to  the 
New  Jersey  headquarters  of  the  Great 
Atlantic  &  Pacific  Tea  Co.  Scott,  an 
Idaho  boy  from  birth  through  college, 
went  to  work  in  the  early  Fifties  for 
a  tiny  Boise-based  supermarket  chain 
called  Albertson's.  By  1966  he  had 
worked  his  way  up  from  store  level  to 
president,  and  in  1972  became  CEO. 
He  did  a  brilliant  job,  quadrupling 


was  impressed  by  the  way  Johnson 
was  running  a  Canadian  company, 
GSW  Ltd.,  and  recruited  him  to  run 
Standard  Brands'  Canadian  subsidiary 
in  1971.  Two  years  later  he  was 
brought  to  New  York  as  head  of  all 
international  operations,  and  in  1974 
was  promoted  to  senior  vice  president. 

At  headquarters,  his  persuasive 
management  style  clashed  with 
Weigl's  authoritarianism.  Johnson  be- 
lieved in  greater  decentralization,  and 
he  wanted  to  hire  more  young  man- 
agers. "There  was  no  one  under  60 
except  me,"  says  Johnson.  Johnson 
won  the  presidency  in  1975  and  the 
fat  was  in  the  fire.  "The  board  did 
the  logical  thing,"  says  Johnson.  "They 
bet  on  the  future." 


In  1973  the  board  of  Emerson  Elec- 
tric compiled  a  list  of  150  candidates 
to  succeed  Wallace  R.  (Buck)  Per- 
sons, who  had  been  CEO  for  as  long 
as  anyone  could  remember.  Chuck 
Knight's  name  was  not  on  it.  So  he 
proposed  himself  and  months  later, 
at  age  38,  won  the  job.  Persons  and 
his  directors  were  impressed  with 
more  than  his  brashness.  Knight,  as 
head  and  principal  owner  of  a  man- 
agement consulting  firm  started  by  his 
father,  had  worked  as  an  outside  con- 
sultant to  Emerson  for  ten  years.  He 
knew  the  company  inside  out  and 
agreed  with  its  aims  and  policies, 
many  of  which  he  had  helped  to  for- 


Albertson's  sales  to  $1.3  billion.  A&P, 
meantime,  had  bogged  down  under  a 
succession  of  older  CEOs  promoted 
from  within  by  a  board  dominated  by 
company  insiders.  After  the  discount- 
ing strategy  of  one  of  them  (WEO) 
proved  an  out-and-out  disaster,  the  in- 
bred board  swallowed  its  pride  and 
called  in  Booz,  Allen  &  Hamilton,  the 
management  consultants.  Booz,  Allen's 
headhunters  found  Scott.  One  of 
Scott's  first  moves  after  getting  to 
New  York  was  to  turn  A&P's  board 
inside  out,  replacing  several  aging  in- 
siders with  four  young  outsiders— in- 
cluding fellow  Idahoan  Bill  Agee  of 
Bendix  (see  p.  93) . 


mulate.  He  met  all  of  the  board's  oth 
er  requirements  too.  He  had  interna) 
tional  experience,  having  worked  ii 
Europe  for  four  years.  He  had  a  busil 
ness  and  a  technical  education,  witl 
both  an  MBA  and  an  engineering  da 
gree  from  Cornell.  About  the  onlj 
thing  going  against  him  was  that  hi 
was  an  outsider,  and  that  he  deal 
with  it  in  the  same  bold  way  he  mad 
his  bid  for  the  job.  "I  went  to  each  ke; 
executive,  one  by  one,  and  asked  foi 
a  commitment— just  about  as  blunt  aj 
that,"  he  says.  Again,  the  direct  apj 
proach  paid  off.  Chuck  Knight  too] 
over  at  Emerson  without  causing  J 
single  important  executive  defection 


Charles  F.  Knight  Of  Emerson  Electric: 
Direct  Approach. 


Jonathan  Scott  Of  A&P:  Hunted  Head. 
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Henry  B.  Schacht  Of  Cummins  Engine: 
Big  Impression. 


5fouNG  Henry  Schacht  was  handed  a 
most  unusual  opportunity  when  he 
graduated  from  Harvard  Business 
School  in  1962— and  he  took  full  ad- 
vantage of  it.  He  was  recruited  to 
kvork  right  under  the  boss'  nose  man- 
aging the  family  investments  of  J. 
[rwin  Miller,  Cummins'  longtime  boss, 
schacht  is  a  thoroughly  disciplined 
nan  who  ticks  off  facts  and  figures 
like  a  computer.  He  made  such  a  big 
Brst-hand  impression,  that  within  a 
couple  of  years  Miller  wondered  out 
loud  to  a  group  of  bankers:  "How 
:an  you  make  a  bright  29-year-old  a 
Ace  president  over  the  heads  of  a 


dozen  people  who  are  twice  his  age?" 

That,  of  course,  was  simply  a  rhe- 
torical question;  Miller  had  always 
been  determined  to  groom  a  young 
successor  and  Schacht  looked  like  his 
man.  In  1964,  after  Schacht  was  only 
two  years  on  a  job  that  had  nothing 
to  do  with  the  company's  affairs,  Mil- 
ler suddenly  made  him  Cummins'  fi- 
nancial vice  president.  In  1967  he  put 
him  in  charge  of  international  opera- 
tions, then  promoted  him  to  president 
in  1969.  By  1973  Miller  was  satisfied 
that  he  had  tested  and  tempered 
Schacht  enough.  At  38,  looking  more 
like  28,  he  took  over  as  CEO. 


Fred  L.  Turner  Of  McDonald's: 


I'm  the  classic  case  of  a  man  who 
was  in  the  right  place  at  the  right 
time,"  drawls  John  Bryan,  who  in 
1975,  at  38,  suddenly  found  himself 
sitting  in  the  CEO's  chair  at  Consoli- 
dated Foods.  Bryan,  with  an  MBA 
From  Mississippi  State,  took  over  as 
bead  of  his  family's  Mississippi  meat- 
packing concern  in  1960.  He  merged 
it  with  Consolidated  in  1968  and  for 
the  next  five  years  ran  it— peacefully 
and  profitably— as  an  autonomous  di- 
vision. At  the  company's  Chicago 
headquarters,  however,  things  were 
anything  but  peaceful.  Nathan  Cum- 
mings,  the  80-year-old  former  chair- 
man and  largest  stockholder,  had  dis- 
carded one  successor— William  How- 


Growth  Company. 

Perhaps  the  surest  way  to  the  CEO 
job  is  to  start  on  the  ground  floor  with 
a  red-hot  growth  company.  The  only 
difficulty  is  picking  the  company.  In 
Fred  Turner's  case,  he  didn't  even  try; 
he  simply  lucked  out.  A  Drake  Uni- 
versity dropout,  Turner  began  his  ca- 
reer in  1956  by  donning  an  apron  and 
slinging  hamburgers  in  the  very  first 
McDonald's  store  opened  by  founder 
Bay  Kroc.  It  was  supposed  to  be  a 
temporary  job  while  he  and  some 
relatives  waited  for  a  franchise  of 
their  own.  While  he  waited,  Kroc 
asked  Turner  to  supervise  the  opening 
of  some  other  stores.  When  they  were 


lett— and  was  working  on  a  second- 
William  Buzick.  With  profits  declin- 
ing, Buzick  lured  Bryan  to  Chicago  in 
1973  as  executive  vice  president. 

"I  had  been  running  a  company 
since  I  was  23  and  I  liked  it  in  Mis- 
sissippi," Bryan  says,  "but  I  knew  the 
presidency  was  open  and  I  soon  got 
that."  Then,  suddenly,  Buzick  was 
fired  and  there  stood  John  Bryan— free 
from  blame  for  the  poor  profits,  but 
full  of  "strong  opinions  about  what 
ought  to  be  done  differently."  So 
Bryan  became  Cummings'  third  suc- 
cessor and,  with  profits  now  rising, 
may  be  the  one  who  lasts.  "Need  I 
add,"  he  says,  "that  this  wouldn't  hap- 
pen at  General  Motors?"  ■ 


on  their  feet,  Kroc  gave  him  some 
more  to  open.  "After  a  year,  I  found 
that  I  liked  what  I  was  doing,"  says 
Turner,  who  tries  to  conceal  his  rest- 
less drive  behind  a  relaxed  manner. 
As  McDonald's  growth  reached  a  siz- 
zle, so  did  Turner's  career.  By  the 
time  Kroc  made  him  CEO  in  1973,  at 
the  age  of  41,  he  had  actually  been 
running  the  company  for  five  years. 
"Forget  brains,"  Kroc  once  told 
Forbes,  knocking  the  importance 
of  formal  education.  "Fred  didn't 
finish  college,  but  he  has  just  what 
we  need:  spirit  and  guts  and  dedica- 
tion and  integrity." 


|ohn  H.  Bryan  Jr.  Of  Consolidated  Foods: 
Right  Place. 
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In  the  first  nine  months  of 1976, 
each  of  the  following  companies 
lost  over  a  million  dollars  due 
to  foreign  currency  price  changes: 

American  Brands  ( $26),  Armco  Steel  ( $12.3),  Avis 
($5.7),  Bristol-Myers  ($11),  Carborundum  ($2.3), 

Crouse-Hinds  ($1.4),  Dow 
Chemical  ($31.1),  Eastman 
Kodak  ( $35),  Gillette  ( $15.8), 
W.R.  Grace  ($3.2),  Hoover 
($8.3),  Ingersoll-Rand  ($6.7), 
Norton  Co.  ($2.7),  Pennwalt 
Corp.  ($1.6),  R.J.  Reynolds 
( $13.7),  Squibb  ( $4),  St.  Regis  Paper  ( $1.8),  Tex- 
aco ( $6.8),  Warner-Lambert  ( $9),  F.  W.  Woolworth 
($4.83),  Xerox  ($17.7). 

Isn't  it  about  time  to  send  for  our  foreign  currency 
hedging  information?  Send  in  the  coupon  below 
or  call  toll-free  800-243-5676.  In  Connecticut 
call  1-800-882-6500. 

  Mail-in  Coupon  

Cf£)    CHICAGO  MERCANTILE  EXCHANGE 

^•^J       International  Monetary  Market       Associate  Mercantile  Market 

Your  name  Your  address 

Please  circle  those  commodities  you're  interested  in.  Send  to  CME,  444  W.  Jackson  Boulevard,  Chicago.  Illinois  60606.  Dept 

Live  cattle  Frozen  skinned  hams  US.  silver  coins  Canadian  dollars  Lumber 

Feeder  cattle  Boneless  beef  United  States  treasury  bills  British  pounds  Russet  Burbank  potatoes 

Live  hogs  Copper  Deutschemarks  Swiss  francs  Fresh  eggs 

Frozen  pork  bellies  Gold  Japanese  yen  Mexican  pesos  Nest  run  eggs 


.  4317 

Frozen  eggs 
Milo 
Butter 
Turkeys 


A  Federally  Licensed  Contract  Market 


Forbes 


Money  And  Investments 


The  Economy 


The  Truth  About  Unemployment 


Macroeconomics  is  a  term  you  will  be  hearing  more 
often.  It's  just  another  way  of  saying  "the  big  picture." 
It's  looking  at  the  economic  forest,  not  the  economic  trees. 

In  policy  terms,  macroeconomics  concerns  itself  with 
things  like  overall  tax  reduction  and  government  spending 
programs.  Microeconomics  is  the  opposite.  It's  the  little 
picture,  the  individual  trees.  In  policy  terms,  microeco- 
nomics means  doing  something  specific  for  one  particular 
area  of  the  economy  or  of  the  country— the  black  unem- 
ployed, for  example,  Appalachia,  the  textile  industry. 

The  Ford  Administration  was  macro-minded.  It  tended 
to  concentrate  on  helping  the  economy  and  letting  the 
market  system  take  care  of  its  individual  segments.  The 
Carter  Administration  is  more  micro-minded;  it  will  pin- 
point problem  areas  and  do  something  about  them. 

So  much  for  methods.  What  about  goals?  Here  the  Carter 
and  Ford  people  aren't  as  far  apart  as  rhetoric  would 
suggest.  The  Carter  campaign  dripped  with  sympathy  for 
the  unemployed,  but  the  Carter  Administration's  percep- 
tion of  the  realities  is  not  so  very  different  from  the  Ford 
Administration's. 

The  reality  is  that  we  will  have  to  live  with  a  rate  of 
unemployment  that  would  have  been  unacceptable  in  the 
recent  past.  This  rate  is  probably  in  the  neighborhood  of 
5.5%— trying  to  get  it  lower  would  set  off  an  inflationary 
spiral.  In  the  last  decade  the  figure  was  closer  to  4%. 
Carter's  Charles  Schultze  accepts  this  change  for  the  worst 
just  as  Ford's  Alan  Greenspan  did. 


Why  this  acceptance  of  so  much  joblessness?  Essentially 
because  of  the  entry  into  the  labor  force  every  year  of 
2  million  new  people,  an  uncomfortable  proportion  of  them 
unskilled  men  and  women  for  whom  there  is  little  place 
in  our  growing,  but  increasingly  automated  and  specialized 
society.  Many  of  these  people  are  not  so  much  unem- 
ployed as  they  are  unemployable.  To  try  to  shoehorn  them 
into  the  labor  force  through  stimulating  the  economy 
would  only  produce  inflation,  since  the  stimulation  would 
push  the  demand  for  skilled  labor  beyond  the  readily 
available  supply. 

Remember  this:  While  unemployment  among  teenagers 
is  19%,  unemployment  among  household  heads  is  only  5%. 
As  the  current  expansion  of  the  economy  continues,  many 
of  the  2.7  million  unemployed  family  heads  will  auto- 
matically find  jobs.  The  1.7  million  jobless  teenagers  are 
a  different  problem.  It  is  to  them  that  part  of  the  Carter- 
Schultze  program  is  directed.  This  is  where  microeconomics 
comes  in  because  the  emphasis  will  be  on  job  training  and 
on  public-service  employment  rather  than  on  overall  stimu- 
lation of  the  economy. 

If  you  think  this  over,  you  will  see  that  the  Carter  eco- 
nomic program,  although  somewhat  more  expensive  than 
Ford's,  is  essentially  no  more  inflationary.  There  are  suffi- 
cient unused  resources  in  skilled  labor  and  in  plant  capacity 
to  absorb  a  fair  amount  of  stimulation.  It  is  only  when 
the  pool  of  jobless  skilled  labor  is  exhausted  will  there  be 
a  real  danger  of  stepped-up  inflation.  ■ 
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Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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Money  And  Investments 


The  Bond  &  Capital  Marketsi 


The  Missing  Link 

By  Ben  Weberman 

". . .  Why  is  it  so  hard  for  the  individual 
investor  to  get  the  dope  on  bonds?  . . ." 


The  investing  public  is  into  bonds  in 
a  way  it  never  was  in  the  past,  and 
the  securities  industry  is  responding 
by  spending  more  money  to  service 
the  retail  investor— the  fellow  with 
anywhere  from  $1,000  to  $50,000  to 
invest  in  fixed  income  securities. 

Unfortunately,  much  of  the  money 
brokers  are  spending  is  wasted.  Why 
do  I  say  this?  Just  from  looking  at  my 
mail.  Again  and  again  I  am  asked  by 
Forbes  subscribers:  "How  can  I  get  in- 
formation about  bonds?  How  can  I 
follow  the  bond  market?" 

Why  isn't  this  information  getting 
through  to  these  people?  Why  is  it  so 
hard  for  the  substantial  individual  in- 
vestor to  get  the  dope  on  bonds? 

Not  Worth  The  Trouble? 

The  real  answer,  I'm  sorry  to  say, 
is  that  most  registered  representatives 
don't  want  to  be  bothered  with  bonds. 
The  usual  commission  on  a  listed  cor- 
porate bond  is  only  $5;  on  $10,000 
worth,  the  commission  would  be  only 
$50.  On  an  over-the-counter  or  active 
ta\-(  cmpt  bond,  the  commission 
might  go  up  to  $10  per  bond,  but,  by 
comparison,  stocks  still  pay  much 
better  for  the  brokers.  An  investor 
buying  200  shares  of  a  $50  stock 
would  pay  around  $155  in  commis- 
sions—3  times  what  he  would  pay  if 
he  invested  the  same  amount  of  mon- 
ey in  listed  corporate  bonds.  Another 
problem:  Once  a  customer  has  pur- 
chased a  bond,  he  may  hold  it  to  ma- 
turity; that  could  represent  a  lot  of 
lost  commissions. 

This  is  not  to  say  that  the  regis- 
tered reps  are  all  selfish;  they're  not. 
But  that  commission  gap  is  too  wide 
not  to  influence  an  ordinary  mortal. 

Even  when  financial  consideration 
does  not  enter  into  the  judgment  of 


the  registered  representative,  some  are 
reluctant  to  admit  that  they  have 
little— or  no— knowledge  of  the  fixed 
income  markets.  So  they  try  to  direct 
the  customer  to  investment  vehicles, 
such  as  stock,  about  which  they  do 
have  information.  Or  to  something  like 
a  taxable  or  tax-exempt  bond  fund,  or 
a  tax-exempt  unit  trust,  which  relieves 
the  broker  from  keeping  an  eye  on  his 
customer's  holdings. 

Now,  not  every  registered  rep  fits 
this  description.  But  many  do.  Why 
else  did  I  receive  so  many  letters  after 
my  column  in  the  Jan.  15  issue  carried 
a  reference  to  the  Baa-rated  Avco  Fi- 
nancial 8%  of  1991?  According  to 
these  letters,  an  account  executive 
(there  were  many,  unfortunately)  had 
said  no  such  security  exists.  The  RRs 
had  looked  up  the  issue  in  one  of  the 
monthly  bond  guides,  booklets  which 
require  one  or  two  months  to  enter 
new  issues.  The  Avco  issue  had  come 
to  market  Dec.  14  so  it  was  not  in 
the  manuals  available  in  mid-January. 
The  reps  did  not  think  of  the  new  is- 
sue market,  which  is  where  most  bond 
activity  takes  place. 

Insist  On  Help 

We  checked  with  a  number  of 
large  wire  houses  and  learned  that 
most  have  now  given  the  manager 
and  at  least  one  other  salesman  in 
every  office  special  fixed-income  train- 
ing. I  would  insist  that  my  own  RR 
go  with  me  to  the  bond  specialist  at 
his  office  if  I  wished  that  kind  of  help 
rather  than  just  relying  on  the  rep. 
If  the  problem  is  somewhat  more  tech- 
nical, most  of  the  bigger  firms  have 
bond  traders  and  sales  aides  at  the 
head  office  or  regional  headquarters 
who  work  on  a  salary  basis  and  are 
assigned  to  provide  the  technical  in- 
formation to  the  wire  system.  These 
bond  traders  are  trained  to  think  in 
terms  of  smaller  bond  units,  such  as 
$5,000,  which  are  odd  lots,  with 
$25,000  the  round-lot  size.  At  small- 
er firms  without  formal  training  pro- 


grams, it  is  frequently  possible  to  get 
advice  by  dealing  with  someone  at  the 
headquarters  bond  trading  desk. 

At  Merrill  Lynch,  Pierce,  Fenncr  & 
Smith  Inc.,  one  firm  that  has  placed 
great  emphasis  on  serving  the  indi- 
vidual investor,  there  are  wire  flashes 
on  fixed  income  development  for  ac- 
count executives  in  the  morning,  and 
during  the  day  when  warranted.  Mer- 
rill Lynch  also  puts  out  a  weekly  four- 
page  bond  market  comment,  a  month- 
ly fixed  income  review  and  numerous 
sales  ideas  and  pricing  bulletins  con- 
taining swap  suggestions.  Fair  warn- 
ing: Not  every  rep  reads  the  mate- 
rial or  even  remembers  its  existence. 
Merrill  Lynch  also  publishes  two  good 
booklets  about  the  bond  market:  "The 
Bond  Book,"  and  one  that  examines 
tax-free  state  and  local  bonds. 

Steeped  In  Equities 

Merrill  has  ten  traders  in  its  New 
York  headquarters  who  concentrate 
on  the  taxable  bonds  in  one-  to  99- 
bond  lots.  There  are  specialists  at  the 
municipal  bond  desk  who  handle 
small  orders.  Regional  offices,  too, 
make  markets  in  local  issues. 

Another  firm  trying  to  encourage 
retail  bond  business  is  Loeb,  Rhoades 
&  Co.  Any  customer  may  request  that 
his  rep  call  the  bond  liaison  desk  at 
New  York  headquarters  where  there 
are  salespeople  and  traders  steeped  in 
fixed  income  issues.  Loeb,  Rhoades  is 
also  working  on  a  computerized  set- 
up that  will  enable  reps  to  keep  cus- 
tomers informed  of  developments  af- 
fecting bonds  they  hold. 

Most  investment  firms— Merrill  and 
Loeb,  Rhoades  are  only  two— could  lit- 
erally flood  you  with  information  and! 
ideas  on  fixed  income  securities.  The 
trick  is  in  making  sure  that  your  owni 
registered  representative  plugs  you  in- 
to all  this  information.  Like  most  of1 
us,  the  average  rep  is  a  creature  of 
habit,  and  he's  deeply  steeped  in  the 
equity  habit  rather  than  the  fixed  in-j 
come  habit.  ■ 
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IEMENT.  THE  SKY'S  THE  LIMIT. 


ings  are  looking  up  for  portland 
nent,  the  key  ingredient  in  con- 
ste.  Concrete  skyscrapers  get 
er  and  taller.  Architects  and 
Iders  keep  finding  ingenious 
n  uses  forthis  versatile  building 
iterial. 

day's  manufacturers  of  cement 
/e  ample  reason  for  optimism. 
;ess  capacity  is  no  longer  the 
)blem  it  was.  Long-range  trends 
i  favorable. 

the  leading  cement  producer  in 
entire  Western  Hemisphere, 
Te  Star  Industries  is  in  a  unique 
sition  to  take  advantage  of  this 
jation. 

/ond  this,  Lone  Star  is  also 
;ply  committed  to  another  field 
t  has  shown  strong  growth, 
're  a  leading  retail  distributor  of 
■it-yourself  building  materials, 
3ugh  a  network  of  Home  Care 
nters. 

o  industries  with  bright 
ispects.  And  Lone  Star  is  well 
sitioned  in  both  of  them.  We  call 
t  being  in  the  right  place  at  the 
it  time. 

Du'd  like  to  know  more  about  us, 
te  to  us  at  One  Greenwich  Plaza, 
jenwich,  Connecticut  06830. 


TAR^T  

1DUSTRIES. . .  IN  THE  RIGHT  PLACE  AT  THE  RIGHT  TIME 


Money  And  Investments 


Market  Commen 


Don't  Be  A  Worry  wart 

By  Lucien  O.  Hooper 

"...  I  do  not  see  1977  as  a  year  of  extremes. 
I  am  guessing  that  the  DJI  won't  get  much 
below  930  and  may  get  as  high  as  1140  " 


I  he  latest  figures  show  24.4  billion 
shares  listed  on  the  New  York  Stoek 
Exchange.  Last  year  total  trading 
in  those  listed  shares  was  5.4  billion 
shares.  This  works  out  to  a  turnover 
of  about  22%  for  the  year.  It  means 
that  about  78%  of  all  listed  shares  did 
not  change  ownership  last  year. 

There's  nothing  unusual  about  this 
22%  turnover.  The  figure  was  the  same 
in  1967  and  in  1975;  it  was  23%  in 
1971  and  1972  and  got  up  to  24%  in 
1968.  The  lowest  turnover  in  recent 
years  was  16%  in  1974.  Back  in  the 
prehistoric  days  when  there  were  less 
than  a  million  stockholders,  compared 
with  about  25  million  now,  turnover 
was  almost  always  100%  or  more.  The 
figure  got  up  to  172%  in  abnormal 
1900  and  was  about  100%  in  1929 
and  prior  years. 

Don't  Be  A  Worry  Wart 

These  figures  are  of  more  than  aca- 
demic interest.  They  show  that,  as 
public  interest  in  American  industry- 
has  become  more  and  more  diffused, 
ownership  has  become  more  sta- 
ble. They  show  that  the  average  port- 
folio tends  to  be  about  75%  unchanged 
from  year  to  year.  They  show  that 
most  investors  must  be  much  more  in- 
terested in  investment  value  than  in 
in-and-out  trading. 

To  sum  it  all  up,  in  spite  of  the 
way  stocks  fluctuate  in  price  and  the 
attention  the  media  gives  to  the  daily 
behavior  of  the  stock  averages,  about 
three-quarters  of  all  listed  stocks  are 
owned  by  relaxed  investors  rather  than 
by  worrywarts. 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  6-  McKinnon  Auchincloss 
Kohlmeyer  Inc. 


What  always  impresses  me  is  how 
much  better  the  relaxed,  long-term 
owners  of  stocks  do  with  their  port- 
folios than  the  traders  do  with  their 
switching  of  inventory.  The  relaxed 
investor  is  usually  better  informed  and 
more  understanding  of  essential  val- 
ues; he  is  more  patient  and  less  emo- 
tional; he  pays  smaller  annual  capital 
gains  taxes;  he  does  not  incur  unnec- 
essary brokerage  commissions;  and  he 
avoids  behaving  like  Cassius  by 
"thinking  too  much." 

The  foregoing  is  a  preface  to  what 
I  want  to  say  about  the  present  fi- 
nancial markets.  In  spite  of  all  the  ef- 
forts of  pundits  and  economic  seers, 
this  market,  and  the  whole  business 
community,  insists  on  remaining  re- 
laxed. The  market  does  not  "lose  its 
cool"  by  going  through  the  floor  or 
through  the  roof. 

In  other  years  this  writer  has  put 
much  stress  on  the  behavior  of  the 
stock  market  in  the  first  half  of  Jan- 
uary as  a  harbinger  of  subsequent 
price  trends  in  stocks.  This  winter  we 
had  our  January  in  December,  and 
the  stock  market  does  not  do  the  same 
thing  twice.  I  am  guessing  (and  you 
know  I  distinguish  guesses  from  fore- 
casts) that  the  DJI  won't  get  much 
below  930  or  940  in  1977,  and  that 
sometime  this  year,  perhaps  in  the 
summer  or  early  fall,  the  index  may 
get  as  high  as  1140  or  1150.  I  just 
do  not  see  1977  as  a  year  of  extremes. 

Pro  &  Con 

What  has  been  new  in  the  picture 
so  far  this  year?  Jimmy  Carter  may 
be  new,  but  he  is  doing  just  what  I 
expected  him  to  do— namely,  to  go 
easy  and  not  be  a  bull  in  a  china 
shop.  Interest  rates  have  finned  a  lit- 
tle, but  I  still  think  long-term  rates 
are  going  lower,  enough  to  enable 
many  corporations  to  refund  high  cou- 
pon bonds  into  lower  coupon  issues. 
Inflation  remains  lower  in  the  U.S. 
than  in  any  other  major  area  except 
Switzerland  and  West  Germany;  if 


there  is  any  threat  in  this  country,  it 
originates  from  this  unusually  cold 
and  snowy  winter. 

Extreme  cold  in  the  West,  South 
and  East  and  drought  on  the  Pacific 
Coast  and  in  parts  of  the  grain  belts 
almost  certainly  mean  higher  food 
prices  over  the  next  few  months.  And) 
higher  fuel  oil  and  natural  gas  ex- 
penditures (whether  prices  are  high- 
er or  not)  compound  the  outlook  for 
a  reduction  in  discretionary  spending 
power.  Perhaps  part  of  this  will  be 
canceled  out  by  lower  taxes  for  small- 
er incomes,  but  I  rather  doubt  it.  The 
effect  of  the  cold  weather  is  to  re- 
strain, rather  than  stimulate,  the 
economy. 

Invest  In  Coal 

On  the  other  hand,  the  outlook  for 
action  on  the  energy  crisis,  particular- 
ly in  coal,  is  vastly  improved.  The 
public  would  not  get  excited  about 
higher  and  higher  gasoline  prices  so 
long  as  it  could  buy  all  the  gas  it  de- 
sired to  keep  the  automobiles  running 
at  70  miles  an  hour.  People  really 
get  worked  up  and  become  demand- 
ing, however,  when  they  begin  to  shiv- 
er at  65  degrees  or  below  and  are 
afraid  the  gas  may  be  shut  off.  Labor 
too  will  demand  more  since  it  has  ex- 
perienced a  significant  increase  in  real 
unemployment,  due  to  the  unavailabil- 
ity of  natural  gas  for  factories. 

The  environmentalist  is  going  tcj 
have  more  and  more  trouble  with 
those  who  shiver  and  experience  ir- 
regular employment;  and  the  environ- 
mentalist has  been  a  great  roadblock 
against  the  development  of  our  huge 
coal  resources  as  an  antidote  for  the 
energy  crisis.  I  like  coal  investments. 
Some  that  may  be  mentioned  are 
Pittston  (33),  North  American  Coal 
(47),  Joy  Manufacturing  (41),  Bucy- 
rus-Erie  (24),  Union  Pacific  (97). 
Burlington  Northern  (42),  Seaboara 
Coast  Line  (33)  and  Continental  Oil 
(36)  because  of  its  100%  ownership 
of  Consolidation  Coal.  ■ 
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3t  Value  Line  Help  You  Identify 

M>0  STOCKS  TO  AVOID  NOW 

lus  100  stocks  that  may  outperform 
lost  others  in  the  next  12  months 


otherwise  solid  stock  portfolio  can 
largely  undone  by  a  few  "misfits." 
it's  important  to  be  able  to  identify 
ak"  stocks  as  well  as  "strong"  ones. 
I  to  be  immediately  aware  of  signifi- 
t  changes  in  any  of  your  stocks, 
t's  why  The  Value  Line  Investment 
vey  every  week  of  the  year  ranks 
0  stocks— each  relative  to  all  the 
5rs— for  Probable  Market  Perfor- 
ce in  the  next  12  Months,  as  fol- 


(Highest) 


(Average) 


0  stocks  are  ranked 
i0  stocks  are  ranked 

(Above  Average) 
i0  stocks  are  ranked 
ifj  stocks  are  ranked  4 

(Below  Average) 
i0  stocks  are  ranked  5  (Lowest) 
e:  Not  every  stock  will  always  per- 
n  in  accordance  with  its  rank.  But  it 
fact  that  favorably  ranked  stocks, 
a  group,  have  outperformed  poor- 
anked  stocks  with  remarkable  con- 
ency  since  the  ranking  system  was 
oduced  in  1965. 

ile  past  performance  can  never  guar- 
3e  future  success,  this  record  of 
re  than  a  decade  of  successful  dis- 
nination  strongly  suggests  that  you 
tilt  the  investment  probabilities  in 
ir  favor  by  using  the  Value  Line 
ks. 

1  Stocks  to  avoid  now 

i  ranks  are  designed  to  measure 
babilities.  We  expect  higher-ranked 
:ks  to  go  up  more  in  a  rising  mar- 
— or  down  less  in  a  market  drop — 
n  lower-ranked  stocks.  And  con- 
sely  . . . 

'e  expect  the  400  stocks  ranked  4 
■  5  for  Performance  to  go  DOWN 
ORE  or  UP  LESS,  on  average,  than 
e  1200  others  within  the  12  months 
rectly  ahead. 

i  400  stocks  currently  ranked  un- 
orably  (Value  Line  Nov.  19)  include 
ne  very  big  names.  Just  a  few  of 
m  are  U.S.  STEEL,  STANDARD  OIL 
MO),  STERLING  DRUG,  HOLIDAY 
IS,  EASTMAN  KODAK,  GREYHOUND 
RP.,  AMERICAN  BRANDS,  AMER- 
kN  CYANAMID.  (This  may  show  why 
j  shouldn't  confuse  the  excellence  of 
ompany  with  the  current  timeliness 
a  commitment  in  the  stock.) 
>king  for  performance? 
>n  if  your  primary  objective  is  yield, 
safety,  or  long-term  appreciation,  we 
igest  you  stay  away  from  stocks  cur- 
tly ranked  4  or  5  by  Value  Line  for 
<t-12-Months  Performance. 
1,  of  course,  if  superior  relative  price 
ion  is  what  interests  you  most,  then 
suggest  you  give  special  attention  to 
100  stocks  currently  ranked  1  (High- 


est) by  Value  Line  for  Probable  Market 
Performance  in  the  Next  12  Months. 
Updated  every  week 

Every  week— for  EACH  of  1600  stocks— 
The  Value  Line  Investment  Survey  in  its 
Summary  of  Advices  and  Index  pre- 
sents the  up-to-date  .  .  . 

a)  Rank  for  Relative  Probable  Price  Per- 
formance in  the  Next  12  Months — 
ranging  from  1  (Highest)  down  to  5 
(Lowest). 

b)  Rank  for  Investment  Safety  (from  1 
down  to  5). 

c)  Estimated  Yield  in  the  Next  12 
Months— (100  stocks  offer  yields  of 
8.3%  and  up— Value  Line  Nov.  19.) 

d)  Estimated  Appreciation  Potentiality 
in  the  Next  3  to  5  Years— showing  the 
future  "target"  price  range  and  the 
percentage  price  change  indicated. 
(100  stocks  are  in  the  270%  to  850% 
range— Value  Line  Nov.  19.) 

e)  Current  price  and  P/E,  plus  esti- 
mated annual  earnings  and  dividends 
in  current  12  months.  Also  the  stock's 
Beta. 

f)  Very  latest  available  quarterly  earn- 
ings results  and  dividends,  together 
with  year-earlier  comparisons. 

In  addition,  each  of  the  1600  stocks  is 
the  subject  of  a  comprehensive  new 
full-page  Rating  &  Report  at  least  once 
every  three  months— including  23  se- 
ries of  vital  financial  and  operating  sta- 
tistics going  back  10  years  and  esti- 
mated 3  to  5  years  into  the  future. 

SPECIAL  OFFER 

If  no  member  of  your  household  has 
had  a  subscription  to  Value  Line  in  the 
last  two  years,  you  can  now  receive  the 
complete  Value  Line  Investment  Sur- 
vey for  the  next  10  weeks  for  only  $29 
(about  half  the  regular  rate).  We  make 
this  special  offer  because  we  have 
found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period 
stay  with  it  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  pro- 
vide this  service  for  far  less  than  would 
have  to  be  charged  our  long-term  sub- 


scribers were  their  number  smaller. 
Your  trial  will  include  all  of  the  fol- 
lowing: 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  show- 
ing the  current  ratings  of  1600  stocks 
for  future  relative  Price  Performance 
and  Safety— together  with  their  Esti- 
mated Yields  and  the  latest  earnings, 
dividends  and  P/E  data. 
EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages) . . .  with 
full-page  analyses  of  about  125  stocks. 
During  the  course  of  every  13  weeks, 
new  full-page  reports  like  this  are  is- 
sued on  all  1600  stocks,  replacing  and 
updating  the  previous  reports  which 
will  be  sent  to  you  as  a  bonus,  as  stated 
below.  (It  takes  but  a  minute  a  week  to 
file  the  new  reports  in  your  Value  Line 
oinder.) 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (8  pages) . . .  with  a 
detailed  analysis  of  an  Especially  Rec- 
ommended Stock— plus  a  wealth  of 
investment  background  including  the 
Value  Line  Composite  Average  of  more 
than  1600  stocks. 

PLUS  THIS  $45  BONUS  .  .  .  Value 
Line's  complete  1900-page  Investors 
Reference  Service  (available  separate- 
ly for  $45),  with  our  latest  full-page 
reports  on  all  stocks  under  review- 
fully  indexed  for  your  immediate  refer- 
ence—to be  updated  by  new  reports 
sent  weekly. 

AND  THIS  BONUS,  TOO  .  .  .  the  64- 
page  booklet,  "Investing  in  Common 
Stocks,"  which  contains  a  wealth  of 
information  on  security  analysis  and 
portfolio  management. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special 
offer.  If  you  are  not  completely  satisfied 
with  The  Value  Line  Survey,  just  return 
the  material  you  have  received  within 
30  days  for  a  full  refund  of  your  fee. 
To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 


The  Value  Line  Investment  Survey  ^fiftf 

j       Arnold  Bernhard  &  Co.,  Inc.  5  E.  44th  St.,  N.Y.,  N  Y.  10017  \r 


416R15 


□  Begin  my  special  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  household 
every  two  years)  and  send  me  the  Investors 
Reference  Service  and  the  booklet  "Investing 
in  Common  Stocks"  as  a  bonus  My  check  or 
money  order  for  $29  is  enclosed  (Trial  sub- 
scriptions must  be  accompanied  by  payment.) 

□  I  prefer  one  year  (52  weeks)  of  Value  Line, 
plus  the  bonus.  Investors  Reference  Service 
and  the  booklet,  "Investing  in  Common  Stocks" 
for  $285.  (There  are  no  restrictions  on  this 
offer.) 

□  Payment  enclosed  □  Bill  me  for  $285 
GUARANTEE:  If  dissatisfied  for  any  reason,  I 
may,  under  either  offer,  return  the  material 
within  30  days  for  a  full  refund  of  the  fee  I  have 
paid 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT  NO 


CITY  STATE  ZIP 

Not  assignable  without  subscriber's  consent. 
Foreign  rates  on  request  Subscription  fees 
are  fully  tax-deductible  (NY  residents  add  ap- 
plicable sales  tax  ) 


You  don't 
have  to  pay  a 
percentage  fee 
to  get  competent 
investment 
counsel 

As  a  Babson  Client  you  will  receive 
professional  investment  counsel  at  a 
reasonable  fixed  fee  regardless  of 
your  total  portfolio  value.  We  think 
the  modest  cost  will  pleasantly  sur- 
prise you. 

Babson's  72  years  experience,  in- 
dependent research  and  modern 
computer  can  provide  you  with  un- 
biased, professional  investment  coun- 
sel suited  to  your  personal  objectives. 
Mail  this  coupon  for  complete  details. 


40* 


babson's 
reports,  inc. 


FB  11 


Investment  Management  Division 
Wellesley  Hills,  Mass.  02181 
Founded  in  1904  by  Roger  W.  Babson 

Please  send  details  on  Babson's  Invest- 
ment Counseling  Service. 

Name  


Street  &  No 
City  


State. 


Zip 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 
Common  Stock  Dividend  No.  15 

A  regular  quarterly  dividend  of  46  Va 
cents  per  share  has  been  declared  on 
the  Common  Stock  of  Southern  Natural 
Resources,  Inc.,  payable  March  14. 
1977  to  stockholders  of  record  at  the 
close  of  business  on  February  28,  1977. 

RONALD  L.  KUEHN,  JR. 

Secretary 

Dated  January  14,  1977 


FINANCE  YOUR  PROJECT 

I  will  Joint  Venture.  Ait  as  Guarantor.  Co-Sign 
for  Viable  Projects,  such  as:  Industrial  Expan- 
sion. Assemt'y  and  Processing  plants.  Hospitals. 
Real  Estate  Projects,  some  start-ups.  etc.  LET  S 
TALK 

R.  Bernard  (714-595-7673) 
2102  N.  Arrowhead  Ave.  Suite  A 
San  Bernardino,  California  92405 


Money  And  Investments 


Stock  Comme 


m  or  some  time  now,  especially  last 
month,  the  stock  market  has  been 
characterized  by  a  strange  phenom- 
enon: virtually  clay  after  day  hun- 
dreds of  new  highs  and  just  a  hand- 
ful of  new  lows.  But  wliat  new  lows! 
On  a  recent  day  a  dozen  stocks  hit 
hi  >t  torn:  Bristol-Myers,  Burroughs, 
Digital  Equipment,  Eastman  Kodak, 
Ingersoll-Rand,  Eli  Lilly,  McDon- 
ald's, Merck  &  Co.,  J.C.  Penney,  Rohm 
&  Haas,  St.  Regis  Paper  and  Texas 
Instruments. 

This  is  a  proud  list  of  stocks  and 
one  couldn't,  and  wouldn't,  fault  a 
portfolio  that  contained  them.  The 


". . .  These  professional 
money  managers,  with 
computers  and  formulae, 
no  longer  behave  like 
rational  investors. . . ." 


miserable  market  action  of  these  and 
about  a  score  or  two  of  other  top- 
quality  stocks,  which  because  of  their 
prominence  are  so  highly  visible,  dis- 
torts the  picture  (as  well  as  the  stock 
averages),  making  you  think  that  this 
market  is  really  in  had  shape.  But 
it  isn't.  So  what  is  going  on? 

1  have  discussed  this  subject  be- 
fore. Initially,  I  attributed  the  ex- 
treme weakness  of  these  one-decision 
stocks  to  a  greatly  needed  downward 
adjustment  of  price/ earnings  ratios 
from  the  lofty  levels  of  some  four 
years  ago.  But  by  now  the  multiples 
of  main-  of  these  stocks  have  come 
down  to  earth  and  are  perfectly  rea- 
sonable, even  by  the  strict  standards 
of  a  competent  securities  analyst. 

Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin.  Watson  Inc. 


What's  Going 
On? 


By  Heinz  H.  Biel 


There  must  be  something  mj 
it.  Could  it  be  that  the  instid 
portfolio  managers,  the  ones  w| 
those  billions,  who  have  not  d 
covered  themselves  with  glory 
the  years,  are  changing  their  ; 
ment  objectives?  In  the  past  trl 
tried  to  outperform  the  markj 
course,  and  the  more  aggressivt 
were  known  as  "gunslingers." 
properly  chastised  by  derisive 
licity,  their  ambitions  are  morel 
erate:  They  only  want  to  do  a 
(or  as  poorly,  in  a  bear  mark 
the  stock  averages,  like  the 
500,  for  instance. 

Under  this  policy— indexing, 
call  it— most  institutional  poij 
still  are  far  too  heavily  invested 
portionately)  in  the  old,  and  no 
mer,  favorites.  It  can't  be  prove 
should  this  really  be  the  cast 
pressure  on  the  superblue  chips  ( 
teryear  may  go  on  for  some  time. 

When  these  stocks  were  beii 
cumulated  in  the  Sixties  and 
Seventies,  we  knew  that  prici 
them  were  getting  too  rich,  bu 
one  selling  them  too  soon  risked 
his  shirt.  Now  I  am  beginni 
feel  that  these  stocks  are  being 
sold.  I  don't  know  where  the  b 
is,  but  for  mv  taste  the  risk/r 


ratio  is  improving  rapidly.  The 
ble  is  that  these  professional  i 
managers,  with  their  computer 
their  complicated  mathematics 
mulae,  no  longer  behave  like  rs 
investors.  The  thinking  man  is  b 
ing  an  endangered  species. 

In  natural  gas  the  sins  of  thi 
have  already  come  home  to  i 
with  a  vengeance.  The  advent 
critical  shortage  had  been  a  cei 
for  some  time;  the  only  questio 
when.  Someday,  only  heaven 
how  soon,  a  similar  calamity  is 
to  happen  with  oil.  And  that  on 
be  worse.  Because  everyone 
cheap  energy  ,  and  plenty  of  i 
politicians  just  don't  have  the 
pass  a  truly  constructive  energy 

We  have,  of  course,  one  most 
tif nl  source  of  energy:  coal.  Fro1 
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lent  viewpoint  coal  mining  is 
e  of  the  most  desirable  indus- 
1  requires  a  heavy  capital  in- 
nt;  it  is  highly  labor  intensive, 
ial  miners  have  always  been  a 
t  and  wilful  group;  it  is  cycli- 
a  degree;  the  availability  and 
ce  of  competing  energy  sources, 
illy  oil,  are  not  without  effect 

profitability  of  the  coal  indus- 
lich  also  has  more  than  its  share 
ronmental  problems.  Neverthe- 
)al  is  and  will  remain  so  very 
ant  as  a  domestic  source  of 

that  investors  cannot  afford  to 
)k  it. 

i  Coal 

•e  are  only  a  handful  of  com- 
where  coal  mining  is  the  major 
of  revenues  and  profits.  Among 
ire  Pittston  (33),  St.  Joe  Min- 
38),  Eastern  Gas  <b  Fuel  (25) 
estmoreland  Coal  (50).  All  are 
at  fairly  moderate  multiples; 
l,  for  one,  is  down  very  sharp- 
i  its  high  of  48. 

can  also  get  an  interest  in  coal 
art  of  bonus  in  such  splendid 
lies  as  General  Electric  (via 
international),  Continental  Oil 
didation  Coal),  AM  AX  and 
rd  Oil  of  California  (via  its  20% 
I  in  AM  AX).  There  is  also  Oc- 
il  Petroleum  (Island  Creek 
Kennecott,  whose  Peabody 
o.  is  about  to  be  sold  to  a  con- 
i  of  Newmont  Mining,  Bechtel, 
ns  Cos.,  etc.;  and  Jim  Walter, 
presently  small  coal  production 
duled  to  grow  quite  rapidly  in 
.rs  ahead. 

)mmentary  on  coal  would  not 
iplete  without  mentioning— fa- 
r—the two  major  coal-carrying 
Is,  the  Norfolk  ir  Western  (30) 
tessie  System  (37%).  Both  have 
en  dividend  records  a  mile 
nd,  while  they  have  also  had 
ps  and  downs,  the  ups  greatly 
linate.  Both  had  record  earn- 
id  dividends  last  year.  The  se- 
inter  will  probably  have  a  neg- 
Efect  on  first-quarter  profits,  but 
ould  not  have  any  bearing  on 
vestment  merits  of  the  two 
Because  of  their  liberal  yields, 
tocks  are  suitable  for  income- 
\  investors. 

ington  Northern  (42)  is  a  rath- 
artant  coal  carrier  in  the  west- 
rt  of  the  nation.  It  is  a  more 
itive  stock,  but  not  without  at- 
l  at  its  present  price.  ■ 


A  useful  guide  for  the 
commission-conscious 
investor. 

This  free,  pocket-sized  book  enables  you  to  quickly  figure  and 
compare  practically  any  broker's  stock  and  option  commissions. 
Its  90  pages  of  tables  display  the  old  fixed  commission?  and 
commissions  at  a  wide  range  of  dis- 
counts from  it,  in  cents-per-share  and 
dollars-per-contract  rates  for  almost  any 
whole-priced  trade. 

Get  this  book  simply  by  mailing  this  ad 
or  asking  for  one  at  800-221-5338  toll- 
free  or  in  N.Y.  State  at  212-269-9127 
collect. 

From  the  people  who  started  commis- 
sion discounts  rolling  for  the  individual 
investor. 

•Base  Commissions.  Pre  May  I,  1975  NYSE  and  CBOE- 
fixed  commissions. 
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weeks  before  so  we  can  keep  Forbes 
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mailing  label  from  the  magazine. 
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□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 
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SGL  INDUSTRIES,  INC 


.  So  says 
FORBES! 


'One  of  30  companies 
October  15,  1976  issue 
Reprints  on  request 

What  really  concerns  us  is  how  will 
we  know  we're  being  loved  for  our- 
selves rather  than  for  our  assets, 
earning  capacity,  and  bright  future. 

See  what  we  mean! 


1 


•  Our  longer  term 
growth  rates 

1976 

Sales  +12% 
Pretax  Net  +29% 
Earnings  Per  Share  +23% 


5  Year  Compound 
Growth  Record 
+  18% 
+  20% 
+  19% 


•  Dividends:  Cash  dividend  recently 
raised  67%  to  a  20c  per  share  annual 
rate.  Stock  dividends  were  paid  for 
15  consecutive  years. 

•  Financially  solid.  Current  ratio  3.4 
to  1. 

•  First  Quarter  Sales  and  Profits: 
SGL  earnings  per  share  rose  27%  on  a 
sales  increase  of  28%. 

•  Send  for  Annual  Report.  Amex  sym- 
bol is  "SL". 

SGL  manufactures  specialty  indus- 
trial and  consumer  products  in  four 
areas:  Electrical  Energy  Conversion, 
Metalworking  Technology,  Specialty 
Plastics,  and  Manufacturing  Services. 


SGL  Industries,  Inc. 

.  .  .  the  specialty  products  company 
P.O.  Box  220  H 
Haddonfield,  N.J.  08033 
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Commoditie 


Carter  And  Commodities: 
Stand  By  For  Changes 

By  Stanley  W.  Angrist 

"...  A  pretty  good  case  could  be  made  for  a  spread 
of  long  July  beans  and  short  July  corn. . . ." 


Bwo  events  took  place  late  last 
month  within  a  day  of  each  other 
that  will  greatly  influence  the  agri- 
cultural commodity  markets  this  year: 
On  Jan.  20  a  new  President  was 
sworn  in,  and  one  day  later  the  Ag- 
riculture Department  released  its  first 
Planting  Intentions  Report  of  the  year. 
Commodity  analysts  will  be  kept  busy 
sorting  out  the  ramifications  of  these 
two  events  until  the  crops  actually  be- 
gin to  sprout,  but  initial  reactions  may 
shed  some  light  on  possible  changes 
in  agricultural  policy. 

It  was  widely  believed  in  agricul- 
tural circles  that  President  Carter  and 
Secretary  of  Agriculture  Robert  Berg- 
land,  both  with  farm  backgrounds, 
favor  price  support  levels  which  re- 
flect the  cost  of  production.  If  you  be- 
lieve in  price  supports,  this  is  not  an 
unreasonable  position  to  take.  Sup- 
port prices  lower  than  the  cost  of  pro- 
duction could  force  farmers  to  sell 
their  crops  at  a  loss.  Support  prices 
which  are  too  high  encourage  the  pro- 
duction of  crops  for  which  there  is 
no  market.  (Remember  the  huge  farm 
surpluses  of  the  Fifties  and  Sixties?) 

Down  To  $1  Billion 

If  support  prices  are  set  too  high, 
they  interfere  with  the  market's  pric- 
ing signals.  During  the  Fifties  and 
Sixties  annual  price  support  levels  of 
the  Commodity  Credit  Corporation 
went  as  high  as  $8  billion.  Today  the 
figure  is  less  than  $1  billion.  As  War- 
ren Lebeck,  president  of  the  Chicago 
Board  of  Trade,  noted  recently,  "Re- 
alized net  farm  income  is  falling  off 
from  the  peaks  of  1973  and  1974,  but 
we  are  still  far  better  off  than  we 

Stanley  \V.  An^srist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


were  15  years  ago.  In  1969,  some 
27%  of  realized  net  farm  income  came 
from  the  Government.  Today  that  fig- 
ure is  about  2%."  It  is  doubtful  that 
many  people  want  to  return  to  farm 
policies  which  found  the  Government 
warehousing  huge  crops  for  which 
there  was  no  market  even  as  farmers 
were  paid  not  to  plant  crops. 

Grain  Reserves 

Another  likely  goal  of  the  new  Ad- 
ministration, one  which  is  hard  to  sep- 
arate from  the  question  of  price  sup- 
ports, is  the  building  of  a  grain  re- 
serve that  could  be  used  in  time  of 
shortage  or  in  foreign  policy  negotia- 
tions. It  will  take  some  time  for  such 
a  reserve  to  be  built,  as  present  crop 
surpluses  are  nowhere  near  the  levels 
needed.  Higher  support  prices  would 
probably  help  lay  the  foundation  for  a 
grain  reserve. 

One  question  that  has  never  been 
answered  satisfactorily  by  advocates 
of  the  grain  reserves  is  how  you  pre- 
vent government  from  using  the  grain 
stockpiles  to  manipulate  prices  to 
achieve  political  objectives.  I  recall 
that  last  October,  just  a  few  weeks 
before  the  election,  wheat  loan  rates 
were  raised  by  what  was  supposedly 
a  free  market  Administration. 

The  U.S.  has  long  opposed  the  use 
of  international  commodity  agreements 
to  stabilize  prices.  Such  action  is  in- 
consistent with  our  belief  that  the  free 
market  is  the  most  efficient  way  to  al- 
locate goods.  However,  the  new  Ad- 
ministration is  likely  to  be  more  sym- 
pathetic to  such  agreements  than  the 
previous  one  was.  Such  arrangements 
would  probably  raise  the  cost  of  com- 
modities we  buy  but  not  do  much  for 
the  commodities  we  sell  because  of 
the  competition  our  products  face  in 
world  markets.  The  negotiation  of 
such  agreements  is  likely  to  take  a 
long  time,  though,  and  we  will  prob- 
ably not  have  to  contend  with  the 


higher    prices    this    year    at  least. 

Meanwhile,  the  farmers  have  said 
how  much  they  are  going  to  plant  this 
spring  and  the  Department  of  Agricul- 
ture has  estimated  how  much  is  go- 
ing to  be  left  of  each  crop  at  the  end 
of  the  current  crop  year.  And  though 
both  numbers  are  subject  to  consid- 
erable change,  they  still  provide  some 
insight  into  likely  price  action  this 
year. 

The  Planting  Intentions  Report  had 
a  few  surprises  in  it,  the  biggest  one 
being  corn.  Farmers  say  they  are  go- 
ing to  increase  their  corn  acreage  by 
0.5%  from  year-ago  levels.  Further- 
more, the  USDA  says  that  on  Sept. 
30  (the  end  of  the  com  crop  year) 
leftover  stocks  will  equal  724  mil- 
lion  bushels,  or  82%  more  than  last 
year.  That  will  be  the  biggest  carry- 
over since  1972.  It  is  hard  to  make  a 
bullish  case  for  corn  in  the  face  of 
these  numbers. 

Strong  Demand 

Soybean  acreage,  according  to  the 
report,  is  going  to  increase  6%,  which 
is  not  surprising  considering  the  high 
price  of  beans  and  the  good  de- 
mand. But  last  year's  relatively  small 
crop  and  current  aggressive  purchas- 
ing by  processors  are  going  to  reduce 
the  bean  carryover  to  75  million  bush- 
els—70%  less  than  what  was  on  hand 
last  Aug.  31. 

These  numbers  tell  me  that  a  pretty 
good  case  could  be  made  for  a  spread 
of  long  July  beans  and  short  July  corn. 
The  difference  is  now  more  than 
$4.50  in  favor  of  beans— so  the  trade 
is  not  risk-free.  I  personally  would  not 
risk  more  than  20  cents  ($1,000)  per 
spread.  If  the  demand  for  beans  per- 
sists, the  spread  could  widen  at  least 
another  $1.  Be  careful;  these  are  vola- 
tile commodities  and  they  can  move 
either  way— with  a  whoosh!  The  pre- 
mium has  gone  as  low  as  $2  as  re- 
cently as  1975.  ■ 
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77  Mobil  Corporation 


shareholder  protection:  our  extra  dimension 


ts.  That's  what  it  takes  in  business 
se  days,  with  brickbats  flying  from 
many  quarters. 

we  try,  more  aggressively  than  our 
npetitors,  to  speak  out  on  public 
icy,  even  when  we  occasionally 
iw  criticism.  Because  any  business, 
)ecially  energy,  needs  a  construc- 
;  political  climate. 


lobil 


At  every  level,  our  management  gets 
directly  involved  in  public  affairs.  We 
circulate  our  views— repeatedly,  and 
as  wisely  as  we  know  how— through 
"idea  advertising."  Like  essays  facing 
the  editorial  pages  of  leading  newspa- 
pers. Like  our  weekly  "Observations" 
columns  in  Sunday  supplements, 
which  reach  nearly  half  the  households 
in  the  U.S. 

We  just  don't  believe  in  keeping  a  low 
profile.  Not  with  so  much  at  stake  in  our 
business. 


Besides,  we've  got  plenty  to  champion. 
Montgomery  Ward,  Container  Corpora- 
tion. Mobil  Chemical,  as  well  as  our 
petroleum  operations.  Broadening  our 
U.S.  earnings  base  and  improving  our 
earnings  quality,  we've  become  a  bal- 
anced, diversified  energy  company 

The  one  with  rising  dividends  each 
year  for  the  past  16  years. 

The  one  that  speaks  out  for  share- 
holders. 


Ulhv  the  world's  biggest  truck 

doesn't  need 
the  world's  biggest  driver. 


1 — 

1 

i   *  % 

*  '       '  ' 

I  . 

4  w 


1 


■HBHHI 


■ 


With  Sperry Vicker  s  fluid  power,  the  Terex  Titan 
steers  almost  as  easily  as  the  family  car 

The  Terex  Titan.  It's  working  now  at  Kaiser 
Steel's  Eagle  Mountain  Mine.  It's  the  world's 
largest  truck:  66  feet  long,  25  feet  wide.  Fully 
loaded,  it  weighs  over  a  million  pounds.  But  you 
can  steer  it  almost  as  easily  as  the  family  car. 


The  muscle  for  the  steering  comes  frc 
Sperry  Vickers  hydraulic  pump. 

On  the  Titan,  day-to-day  reliability  is  a  i 
Because  the  bigger  the  truck,  the  more  © 
downtime  becomes. 

So  Sperry  Vickers  supplied  a  remark 
pump  with  nigh  efficiency,  low  internal  | 
and  high  tolerance  to  heat,  dust  and  dirt. 


the  world's  largest  supplier 
draulic  systems  and  compo- 
>,  Sperry  Vickers  reliability 
)ecome  axiomatic  among 
conscious  engineers  in  a 
land  different  industries, 
other  demonstration  of  the  big  idea  at 
y  Rand  Corporation:  Making  machines  do 


more,  so  man  can  do  more.  It's 
the  common  purpose  that  makes 
Sperry,  Sperry  Flight  Systems, 
Sperry  Vickers,  Sperry  Univac, 
Sperry  Remington  and  Sperry 
New  Holland  add  up  to  Sperry 
Rand  Corporation,  1290  Avenue  of  the 
Americas,  New  York,  New  York  10019. 


^=  SPERRY 


SPERRY  RAND  CORPORATION 


innKinc  tmmmm  do  mom,  so  mm  ran  do  mmi. 


THERE  IS  R  WORD 

FOR  R  COfllPRRV  THRT 

BECOMES  I  HE 
flfiTIOn'S  5TH  LRRGES1 

chemicrl  company 

Ifl  JUST  25  VEflRS* 


COMPETITIVE. 


What  makes  this  all  the  more  What  all  this  adds  up  to  is  a 

interesting  is  that,  in  the  quarter  company  and  a  management  team 

century  just  ended,  this  122-year-old  imbued  with  the  spirit  of  the 

firm  changed  businesses  and  even  American  competitive  system, 

switched  continents.  This  made  the  A  spirit  that  plays  to  win.  And  the 

company  less  susceptible  to  the  will-to-win  is  one  of  the  strongest 

fluctuations  of  the  economy  and  motivating  forces  in  the  company, 

less  vulnerable  to  the  upheavals  of  And  we  have  a  25-year  record  to 

world  politics.  prove  it. 

Today,  W.  R.  Grace  &  Co.  is  no  If  you  would  like  to  know  more 

longer  in  the  steamship  business,  about  us,  write  for  our  current 

no  longer  trading-in  Latin  America,  financial  statement  and  our  booklet, 

Today,  Grace  is  the  nation's  5th  "A  Management  Perspective." 

largest  chemical  company  W.  R.  Grace  &  Co.,  Grace  Plaza, 

As  a  major  factor  in  the  1114  Avenue  of  the  Americas, 

chemical  industry,  Grace  produces  New  York,  N.Y.  10036,  Dept.  F-8. 
specialty  chemicals  that  benefit 
the  consumer;  that  help  feed  the 

world;  that  create  new  products,  w  R.©race  &co 
markets  and  opportunities.  Grace 
is  also  a  growing  factor  in  natural 
resources  and  in  selected  con- 
sumer businesses. Today,  Grace 

does  OVer  $3l/2  bi  1 1  ion  i  n  Sales.  Chemicals  •  Natural  Resources  •  Consumer  Products 


W.  R.  Grace  &  Co 

GRACE 
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Venture  Capital 


If  You  Have  Trouble 
Borrowing,  Try  Lending 

By  Thomas  P.  Murphy 

". . .  Lending  high-priced  money  is  not  a  business 
that  wins  friends  or  restores  one's  faith  in  mankind. 


9 


on  Gevirtz,  who  may  be  the  next 
sad  of  the  Small  Business  Adminis- 
ation,  was  only  half  right  in  1969. 
e  got  out  of  Republic  Corp.,  a  con- 
omerate  he  had  helped  put  together, 
id  opened  Foothill  Group,  a  Bever- 
'  Hills-based  venture  capital  firm. 
He  was  right  about  Republic:  Its 
:sults  headed  south  in  1970.  But  he 
as  wrong  about  the  venture  capital 
usiness. 

What  Gevirtz,  now  48,  a  tall, 
igged  Califomian,  discovered  was 
tat  banks  were  increasingly  antsy 
50ut  lending  to  small  growth  com- 
mies. When  they  would  lend  at  all, 
le  money  was  pegged  to  prime  and 
i  demand.  As  Gevirtz  saw  it,  his 
jnture  capital  investments  survived 
:  the  whim  of  bank  officers  who 
3uld  call  their  loans  at  any  time. 

Just  as  unsettling,  the  new-issue 
larket  on  which  venture  capitalists 
gpended  to  get  them  out  of  their 
lccessful  companies  was  bad  and 
string  worse.  It  had  peaked  in  1969 
ith  698  new  issues  of  smaller  com- 
mies pouring  into  the  public  market, 
y  1971  it  had  fallen  to  248  new  is- 
les  and  ultimately  fell  to  only  four 
gw  issues  in  1975.  Gevirtz  knew, 
om  the  days  he  bought  companies 
>r  Republic,  and  earlier  for  Litton, 
lat  selling  a  good,  small  company  to 
aother  company  never  commanded 
le  kind  of  multiplier  the  public  was 
rice  willing  to  pay. 

illing  A  Void 

It  was  time,  Gevirtz  reasoned,  to 
et  out  of  venture  deals  and  take  ad- 
antage  of  the  hole  he  saw  in  the 
loney  market.  If  banks  did  not  want 
)  lend  to  these  smaller  companies  be- 
luse  they  were  troublesome  and 
sky,  and  big  commercial  finance 
smpanies  did  not  want  to  lend  to 

tr.  Murphy  heads  a  venture  capital  firm, 
artnership  Dankist,  Stamford,  Conn. 


them  because  the  amounts  involved 
were  too  small,  Foothill  would  fill  the 
void.  In  1972  Foothill  the  venture 
capital  firm  became  Foothill  the  com- 
mercial finance  company. 

This  time  Gevirtz'  timing  was  all 
right.  From  a  standing  start  a  little 
over  four  years  ago,  Foothill's  loan 
and  equipment-lease  portfolio  has 
grown  to  $50  million.  This  has  made 
Foothill  possibly  the  country's  fastest 
growing  commercial  finance  company 
and  has  certainly  made  it  one  of  the 
most  profitable.  Foothill  is  currently 
making  20%  profit  on  its  net  worth. 
The  industry  averages  around  11%  in 
return  on  net  worth. 

What  these  profits  also  imply  is  that 
Foothill  is  no  Santa  Claus  as  a  lender, 
and  no  pussycat  either.  The  money 
Foothill  lends  to  over  1,000  smaller 
companies  floats  with  the  prime  rate, 
and  borrowers  are  paying  an  average 
of  8%  over  prime  for  it.  As  for  the 
risk  the  banks  were  shying  away  from, 
Foothill's  loss  experience  over  the  past 
four  years  was  only  six-tenths  of  1%. 
In  other  words,  it  was  close  to  the 
loss  experience  of  major  banks. 

Keeping  it  that  low,  Gevirtz  claims, 
results  from,  initially,  good  credit 
judgment.  Just  as  important,  a  six-man 
field  auditing  staff  checks  at  least  ev- 
ery 60  days  to  see  that,  for  instance, 
the  accounts  receivables  that  Foothill 
is  lending  against  are  still  there.  Lend- 
ing high-priced  money  is  not  a  busi- 
ness that  wins  friends  or  restores 
one's  faith  in  mankind.  Foothill  fre- 
quently asks  the  entrepreneur  to  per- 
sonally guarantee  a  loan  to  his  cor- 
poration. The  easier  it  is  to  get  such  a 
signature,  Gevirtz  observes  sadly,  the 
less  likely  it  is  to  be  of  any  value  if 
the  loan  goes  sour. 

Gevirtz  has  been  ingenious  in  fi- 
nancing his  finance  company.  While 
the  big  finance  companies  normally 
get  much  of  their  money  from  the 
sale  of  finance  company  paper,  to- 
day paying  about  4/2%  for  it,  Foothill 
is  not  big  enough  to  get  its  nonrated 


paper  into  the  market.  Instead  it 
places  paper  privately,  mostly  to  per- 
sonal acquaintances  of  Gevirtz,  and 
Foothill  currently  pays  7%  for  this 
capital. 

Another  of  Gevirtz'  approaches  to 
money-raising  is  Foothill  Thrift  & 
Loan,  a  Beverly  Hills-based  thrift  in- 
stitution. But  Gevirtz'  favorite  is  his 
new  Colorado-based  "industrial"  bank. 
Under  Colorado  law,  Foothill  was 
able  to  open  something  called  an  in- 
dustrial bank  that  can  pay  its  deposi- 
tors, on  six-year  deposits,  8/4%  interest, 
or  0.5%  more  than  the  rival  thrift  in- 
stitutions. (While  depositors  are  not 
insured  by  FDIC,  there  is  industrial 
bank  insurance  guaranteeing  the  first 
$10,000  of  a  deposit.)  This  competi- 
tive edge  has  already  lured  $700,000 
in  savings  into  Foothill  Industrial 
Bank  since  it  opened  last  September 
in  Denver. 

Right  Again 

All  of  this  frantic  building,  over  the 
last  couple  of  years,  did  take  a  physi- 
cal toll  on  Don  Gevirtz,  but  he  has 
come  up  with  an  answer  for  that 
problem,  too.  Every  morning  now  it 
is  35  laps  in  the  pool  of  his  Beverly 
Hills  home  and,  morning  and  eve- 
ning, 20  minutes  of  meditation. 

Gevirtz'  health  regimen  does  pre- 
sent some  problems.  In  Denver  he 
startled  hotel  guests  at  the  Brown 
Palace  by  dropping  into  his  medita- 
tive trance  every  morning  in  the  lobby. 
Furthermore,  Gevirtz  finds  it  takes  a 
lot  of  doing  to  get  a  pot  of  hot  water 
—just  plain  hot  water— sent  up  to  a 
hotel  room.  That  is  for  his  herbal 
tea.  No  caffeine  for  Don  Gevirtz  either. 

He  seems  to  thrive  on  tension.  Ge- 
virtz says  he  does  fine  on  six  hours  of 
sleep  a  night.  And,  looking  back, 
Gevirtz  was  right  about  one  other 
thing— the  poor  market  he  foresaw  for 
small  companies.  Foothill  Group  was 
trading  at  6%  on  the  over-the-counter 
market  recently,  a  little  more  than  6 
times  its  growing  earnings.  ■ 
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638-1527 

or 

(301)  547-2136  collect 


Free  Prospectus 
A  No-Load  Fund 
HOWE  PRICE 
TAX-FREE  INCOME  FUND 

100  East  Pratt  Street.  Department  A-6 
Baltimore.  Md  21202 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

INCREASED  DIVIDEND 
The  Board  of  Directors  has  increased 
the  quarterly  dividend   on  the  out- 
standing Common  Stock  to  40  cents 
a  share  from  the  35  cents  previously 
paid.  A  dividend  at  the  new  rate  is 
payable  on  March  1,  1977  to  stock- 
holders of   record  on  February  10, 
1977.  The  transfer  books  will  not  close. 
January  27,  1977 
RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS:  U.  S  INDUSTRIAL  CHEMICALS  CO. 

NATIONAL  DISTILLERS  PRODUCTS  CO. 

BRIDGEPORT  BRASS  CO. 

ALMADEN  VINEYARDS,  INC. 

BEACON  MANUFACTURING  COMPANY 


WHAT  IS  HARDER 
THAN  A  DIAMOND? 


OBTAINING  MORE  MONEY  FOR  YOUR 
JEWELRY  AND  PRECIOUS  STONES. 


7  East  48  Street/New  York,  N.Y.  10017/212-755-0601 
(West  Coast)  Kozanjian  Bros.,  332  N.  Rodeo  Dr. 
Beverly  Hills,  Calif  /21 3-272-061 6 


Money  And  Investments 

The  Volatile 
Fundamentalist 


The  Fun< 


Thomas  N.  Mathers,  62,  is  riding 
high.  His  Chicago-based  Mathers 
Fund  (assets:  $90  million)  has  been 
compiling  one  of  the  industry's  best 
records  since  the  stock  market  lows 
of  1974,  appreciating  more  than 
125%,  vs.  64%  for  the  Dow  Jones  in- 
dustrials. Last  month,  when  most 
funds  and  most  stock  averages  were 
falling,  the  Mathers  Fund  was  still 
moving  up. 

For  Tom  Mathers,  however,  the 
feast  of  the  past  two  years  hasn't 
wiped  from  memory  the  frustration 
and  anxiety  of  the  famine  that  pre- 
ceded it— the  crash  of  1973-74. 
Mathers  has  always  considered  him- 
self something  of  a  fundamentalist 
when  it  comes  to  investing,  but  you'd 
never  know  it  from  the  roller-coaster 
record  of  his  fund.  The  fund  has  the 
highest  rating  possible,  A+,  in  the 
latest  Forbes  Mutual  Fund  Survey 
for  performance  in  up  markets— and 
the  worst  grade  possible,  F,  for  rela- 
tive performance  in  down  markets. 

Mathers  had  shunned  the  old 
growth-stock  concept  of  paying  up 
now  for  future  earnings.  He  thinks  it 
leaves  too  much  to  chance.  "We  use 
the  Graham  and  Dodd  concept  of 
looking  at  values.  We  would  prefer  to 
buy  a  stock  selling  at  below  net  tangi- 
ble book  value  per  share." 

Certainly  the  bidk  of  the  portfolio 
that  has  made  Mathers  a  performance 
hero  once  more— with  the  likes  of 
Waste  Management,  Federal  Nation- 
al Mortgage,  Warner  Communica- 
tions, McGraw-Hill  and  Houston  Oil 
&  Minerals— fits  his  bill.  "We're  work- 
ing in  the  less  efficient  parts  of  the 
market  without  getting  into  the  fringe 
areas,"  he  says. 

Thus,  while  institutional  investors 
might  look  at  an  Exxon,  a  Texaco  or 
Mobil  in  the  "energy"  area,  Mathers 
will  look  at  relatively  small  companies 
such  as  Houston  Oil.  "We  knew  Hous- 
ton had  made  some  gas  discoveries," 
he  explains.  "We  knew  they'd  be  able 
to  sell  it  in  the  intrastate  market  and 
we  could  foresee  a  quantum  jump  in 
earnings."  He  started  buying  Houston 
at  $12  a  share;  now  it's  around  $56. 

Waste  Management  is  another 
Mathers  favorite.  He  first  bought  it  in 
1974  and  last  vear  added  more.  "Thev 


have  what  we  think  are  the  \ 
dumping  sites.  They  also  have  so 
rather  interesting  technological  thi 
going  on,  such  as  separating  w 
materials  and  recovering  what  cd 
be  salvaged,  drying  some  of  the 
and  using  it  for  boiler  fuel.  Tre 
that  we  think  will  be  quite  import 
a  few  years  out." 

Mathers  also  recently  bought 
Maremont,  a  leading  automotive  p 
manufacturer.  "A  fundamental  vj 
situation.  If  people  drive  their 
longer  than  they  used  to,  the  ai 
market  will  be  better." 

Mathers  and  his  two  partners, 
also  manage  $300  million  in  prii 
equity  and  bond  accounts,  limit 
size  of  their  potential  universe.  If 
follow  only  50  stocks  closely.  "T| 
what  we  feel  we  can  handle,' 
Mathers. 

"It's  all  really  quite  subjective,] 
admits.  "We  have  a  prejudice  agg 
the  old  'Nifty  Fifty'  and  very  via 
highly  regulated  industries  such 
steel.  We  never  felt  comfortable  1 
the  high-technology  names." 


Born  Again:  Mathers  thrived  in  the) 
go-go  Sixties.  Unlike  many  of  thatl 
era,  he  endured  and  is  hot  once  m) 
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Send  today  for  one  or  both  of  these  packages  of 
Mutual  Fund  and  Stock  Market  Advice 

Municipal  Bond  Funds 

A  new  flexible  way  to  obtain  tax-free  income. 


Some  money  managers  are  calling 
these  new  funds  the  most  popular  item 
they  have  ever  offered.  But  are  they  for 
you?  What  tax  bracket  should  you  be  in  to 
buy  a  Municipal  Bond  Fund?  What  are  the 


yields,  the  risks,  the  benefits?  These  are 
some  of  the  questions  answered  in  United 
Mutual  Fund  Selector's  new  Special 
Report.  Here  are  the  funds  covered  in  this 
Municipal  Bond  Report: 


•  Dreyfus  Tax  Exempt  Bd  Fd 

•  Rowe  Price  Tax-Free  Income  Fd 

•  Nuveen  Municipal  Bd  Fd 

•  Kemper  Municipal  Bd  Fd 


•  United  Municipal  Bd  Fd 

•  National  Securities  Tax  Exempt 

•  Fidelity  Municipal  Bd  Fd 


•  Scudder  Managed  Municipal  Bds 

•  Oppenheimer  Tax-Free  Bd  Fd 

•  Federated  Tax-Free  Income  Fd 


407  Mutual  Funds 

Performance  Comparisons  for  1976,  the  last  4  years,  and  for  10  years 

How  do  you  evaluate  a  Mutual  Fund?       packed  with  year  by  year  facts  on  just 
Certainly  one  vital  way  is  to  compare  its        about  all  the  major  funds.  We  believe  you 
performance  against  funds  as  a  whole  and    will  find  this  Report  a  valuable  aid  to 
one  another.  This  revealing  appraisal  is        your  judgment. 

You  will  also  receive  2  complete  issues  of  United  Mutual  Fund  Selector. 


This  entire  package  of  Mutual  Fund  information  and  advice . . .  only  l$2. 


JT*  25  Most  Active  Stocks  of  1976  "* 

BUY?  HOLD?  SELL? 

Facts,  figures,  analysis,  appraisal  of  risk,  and  specific  buy,  hold,  sell,  advice. 

Am  Home  Prod  East  Kodak  ITT  Pan  Am  Air  Southern  Co. 

ATT  Exxon  Kresge  Polaroid  Std  Oil  Cal 

Chrysler  Gen  Elec  Mid-SoUtil  RCA  Texaco 

Citicorp  Gen  Motors  Natl  Semi  Cond  Searle  (GD)  Westinghouse 

Dow  Chemical  Gulf  Oil  Occid  Petr  Sony  Xerox 

75  Utility  Stocks 

Evaluation  against  14  criteria  plus  specific  buy,  hold,  sell  advice. 

Here  are  just  a  few  of  the  stocks  that  are  covered: 


Am  Ele  Pwr 
Ariz  Pub  Ser 
Atlantic  City 
Bait  G  &  E 
Boston  Ed 
Carolina  Pow 


Cent  &  SW 
Cent  Maine 
Cinci  G  &  E 
Cleveland  El 
Com  Ed 
Consol  Ed 


Duqesne  Lt 
Fl  Pwr  Lt 
Gen  Pub  Util 
Gulf  States 
Hawaiian  Elec 
Houston  L  &  P 


Idaho  Pwr 
Illinois  Pwr 
Iowa  P  &  L 
Kansas  P  &  L 
Montana  Pwr 
New  England  Elec 


NY  State  El 
No  States  Pwr 
Ohio  Ed 
OklaG&E 
Pacific  G  &  E 
Penn  Pwr 


Phila  Elec 
Potomac  Elec 
PubSerlnd 
So  Calif  Ed 
So  Carolina 
Southern  Co 


You  will  also  receive  4  complete  issues  of  United  Reports. 
This  entire  package  of  Stock  Market  and  Investment  Advice 


only  l$2 


A  concise  explanation  of  the  Tax  Reform  Act  of  1976.  It's  impact 
is  so  broad  that  virtually  every  taxpayer  classification  is  affected 
-individuals,  corporations,  partnerships,  estates,  and  trusts— 
both  at  home  and  abroad.  Yours  as  a  bonus  without  extra  charge 
when  you  order  one  or  both  of  these  investment  packages. 

Save  by  ordering  both  packages  and  receive: 
Mutual  Fund  and  Stock  Market  Advice,  plus  the  Tax  Book 


TAX 
BOOK 


only  |$3 


MAIL  THIS  POSTAGE-PAID  REPLY  CARD  TODAY!  SEND  NO  MONEY.  WE  WILL  BILL  YOU. 

WTTED 

Businessc^Investment  Service 

210  Newbury  St.,  Boston,  Massachusetts  02116 


Money  And  Investment 


71  c. 


286th  COMMON  DIVIDEND 


A  regular  dividend  at  the  increased  rate  of  Seventy-Three  Cents  (73c) 
per  share  has  been  declared  upon  the  Common  Stock  of 
American  Brands,  Inc..  payable  in  cash  on  March  1,  1977,  to 
stockholders  of  record  at  the  close  of  business  February  4,  1977. 
Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 


GALLAHER  LIMITED 
dlumrs  IB.lBc  am  jjisiillinrj  (To. 

Master  Lock  Company 

Sunsfiine  Biscuits.  >nc 

Oacushnet  company 

<s>  Wilson  Jones 

Ma.t#eJ LIGHTING  CORPORATION 

The  andhew  Jergens  Company 


January  25,  1977 


RECORDS  INC. 


i  &  Sons  Cutlery 
DUFFY  ■  MOT T  COMPANY.  INC. 

AMERICAN  BRANDS.  INC  .  245  PARK  AVENUE.  NEW  YORK,  N  Y  10017 


Centraland  South  West 
Corporation 


Increased 
Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  January  21,  1977. 
declared  a  regular  quarterly  divi- 
dend of  thirty-one  and  one-half  cents 
(31':;)  per  share  on  the  Corpora- 
tion's Common  Stock.  This  dividend 
is  payable  February  28,  1977,  to 
stockholders  of  record  January  31, 
1977. 

Leroy  J.  Scheuerman 
Secretary  and  Treasurer 

Wilmington,  Delaware  19899 


System  Operating  Companies 

Central  Power  and  Light  Company 
Public  Service  Company  of  Oklahoma 
Southwestern  Electric  Power  Company 
West  Texas  Utilities  Company 


CLASSIFIED 

appears  in 
the  first  issue 
of  every  month. 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 


The  Fd 


■  l 


With  someone  so  conscious 
ue  in  charge;  how  did  Math 
stumble  so  badly  in  1973-74? 

He  shakes  his  head.  Back 
Mathers  told  Forbes  he  thouj 
saw  trouble  ahead  in  1973-7 
didn't  foresee  the  scope  of  the 
ble,"  of  course,  but  he  had  taker 
precautionary  steps.  He  had  ijj 
fund  of  its  Disney-type  stod 
1969.  The  average  price/ eamij 
tio  of  the  portfolio  was  relative 
For  insurance,  he  bought  "deW| 
utility  stocks. 

All  to  no  avail.  During  a  | 
when  the  DJI  fell  41%,  the  V 
Fund  slumped  a  sickening  561 
utilities  industry  in  1974,  fori 
pie,  took  a  worse  beating  thai 
other  equity  groups. 

Says  Mathers,  "The  low  P/J 
lower.  In  most  cases,  our  fix  oJ 
ings  was  quite  good." 

When  the  paddy  wagon  I 
Wall  Street  is  fond  of  saying,  til 
girls  get  picked  up  with  tJu 
Moreover,  some  of  Mathers 
priced  stocks  had  problems  ua 
to  a  lousy  stock  market.  One  | 
favorites  had  been  the 
Iowa  Beef. 

Is  Mathers  one  of  those  m 
agers  who  has  a  knack 
the  most  out  of  a  good  marfa 
try  as  he  may,  does  mised 
bad  ones?  Maybe  so,  but  Mad* 
sitting  pat. 

He  hasn't  junked  his  metho 
he  is  now  putting  greater  empl 
timing.  Where  once  he  waj 
heavily  invested  through  th* 
thin,  he  is  now  willing  to  go  in! 

A  tricky  business,  that.  So  n 
ever,  Mathers'  timing  has  bea 
In  March  of  last  year,  he  pot 
one-third  of  the  fund's  assets  an 
when  the  market  was  near  i 
high.  He  recommitted  the  bol 
after  the  election,  when  the 
stumbled  following  Carter's  j 
thereby  catching  the  year-endi 

"I  think  1977  will  be  a  fail 
year  for  stocks,"  says  Mafll 
least  for  the  first  half."  Xal 
he  is  keeping  some  of  his  pows 
12?  of  the  fund  is  in  cash. 

It's  not  only  the  experienced 
that  is  keeping  him  more  c 
He  recently  had  another  lesson 
potential  treachery  of  the  efcd 
on  his  way  to  work,  he  slippeoj 
ice  and  broke  his  leg.  Mathegj 
the  next  time  the  market  tm 
his  fund  won't  take  such  a  falL 


one] 


114 


FORBES,  FEBRUARY  1 


Income  without  taxation! 
1976  dividends  were  100%  free  of 
Federal  income  tax. 

The  ©reyfiis 
Tax  Exempt 
Bond  Fundjlnc 

This  year,  shouldn't  you  be  getting  tax  exempt  dividends?  See  what  Federal 
tax  exempt  income  means  to  you  compared  to  taxable  income.  For  example: 


Taxable  Income* 

To  equal  a  tax  exempt  yield  of: 

Joint  Return 

Single  Return 

5%            6%  7% 

a  taxable  investment  would  have  to  earn: 

$16  to  20,000 

6.94%                   8.33%  9.72% 

$14  to  16,000 

7.25%                   8.70%  10.14% 

$24  to  28,000 

$18  to  20,000 

7.81%                   9.38%  10.94% 

$36  to  40,000 

$26  to  32,000 

9.09%                 10.91%  12.73% 

$64  to  76,000 

$38  to  44,000 

11.11%                 13.33%  15.56% 

$100  to  120,000 

$50  to  60,000 

13.16%                 15.79%  18.42% 

*Net  amount  subject  to  Federal  Income  tax  after  deductions  and  exemptions. 
There  can  be  no  guarantee  that  the  Fund  will  achieve  any  particular  tax  exempt  yield. 


Liquidity. 

The  Fund  stands  ready  to  redeem  your  shares  at 
net  asset  value,  published  daily. 

No  Sales  Charge. 

You  benefit  from  full  investment  of  all  your 
money.  No  charge  for  reinvestment  of  dividends 
-  no  charge  for  redemption. 

Continuous  Management. 

The  Fund  managers  work  full  time  to  improve 
portfolio  values  by  searching  out  promising  new 
bond  opportunities. 

Daily  Dividends. 

Your  dividends  are  declared  daily  and  com 
pounded  monthly  to  provide  more  tax  exempt 
income.  Or  if  you  prefer,  you  may  receive  them  in 
a  monthly  check. 

Diversification. 

Through  a  broadly  diversified  portfolio,  the 
Fund  reduces  the  risk  which  comes  from  invest 
ing  in  just  one  or  two  bonds. 

Simplicity. 

No  coupons  to  clip,  certificates  to  safeguard,  or 
records  to  keep.  Quarterly  and  annual  statements 
provided  for  your  files. 

Low  Initial  Investment. 

You  may  start  with  82,500,  make  additional 
investments  as  little  as  S100  at  a  time. 


Phone  for  information 

To  get  a  free  prospectus  and  explanatory  folder, 
call  day  or  night 

8OO-325-64OO 

Specific  questions?  Call  collect  9  to  5 
212-935-5700 

©reyfiis- 

600  Lincoln  Blvd. 


600  Lincoln  Blvd. 
Middlesex,  NJ  08846 


Name_ 


Address. 
City  


State  Zip  

For  more  complete  information  includ- 
ing charges  and  expenses,  obtain  a  pro- 
spectus by  sending  this  coupon.  Read  it 
carefully  before  you  invest  or  send 
money. 
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How  a  daring  retail 
.group  sells  a  zillion 
products  to  the  whole 
country 


True  Value  Hardware  Stores,  a 
nationwide  and  voluntary  chain, 
carry  almost  every  product  under 
the  sun.  They  sell  tools  and  paints. 
Lawn  mowers  and  television  sets. 
Toys,  clock  radios  and  sports 
equipment 

And  all  this  creates  an  adver- 
tising problem. 

How  to  promote  the  many 
brand-name  items  and  prices, 
nationwide,  and  also  build  identity 
for  True  Value  itself,  nationwide. 

More  to  the  point,  perhaps— 
how  to  afford  it? 

Producing  Hundreds  Of  Com- 
mercials A  Year. 

A  few  years  back.  True  Value 


took  off— into  network  radio. 

Where  they  would  get 
national  reach  and  frequency 
the  low  production  costs  that 
it  affordable  to  do  hundreds  c 
ferent  commercials  every  yes 

"We  need  a  large  numbei 
commercials,"  says  Ed  Lanct 
True  Value's  General  Merchs 
ing  Manager,  "as  many  as  tw< 
different  ones  a  month!  Witb 
we  found  we  could  keep  limi 
our  ad  production  costs." 

And  with  the  CBS  Radii 
Network,  which  they  boughl 
got  one  other  thing. 

A  topflight  broadcasting 
sonality,  Pat  Summerall,  was 
able  to  build  the  national  ida 


yere  seeking. 

ays  Lanctot  "In  Pat 

nerall,  we  have  a  spokesman. 

cellent  spokesman. 

elped  make  True  Value  a 

hold  word  across  the 

jjjp 

tottom  Lines. 

rue  Value  found  this  network 
move  so  successful  that  their 
rising  efforts  have  since  been 
ded— on  CBS  Radio  and 
lere. 

nd  the  results  speak  for 

elves.  Since  1972,  the 

er  of  True  Value  Stores  has 

sed  22  percent. 

i  a  mixed  national  economy, 


annual  sales  have  increased  92 
percent! 

We  think  there's  an  important 
moral  here  for  advertisers. 

Network  radio,  as  a  whole, 
offers  values  you  shouldn't  ignore. 

And  this  network,  uniquely, 
offers  a  vital  added  advantage.  A 
line-up  of  outstanding  broadcas- 
ters—Pat Summerall  to  Walter 
Cronkite— who  impart  that  extra 
programming  distinction  and 
impact  which  produce  results. 


FHE  CBS  RADIO 

NETWORKII 

Bring  Us\bur  Problem. 


Forbes 


FORBES  CLASSIFIED  appears  on  the  op- 
posite page  in  the  first  issue  of  every 
month.  Look  for  it  in  the  upcoming  issue. 


Editorial  Index 


Companies  covered  in  news  stories  and  by  the  columnists  in  this  issue 


Alaska  Permanent  Fund    23 

Aluminum  Co  of  America  7' 

AM  AX   103 

American  Broadcasting  Cos    24 

American  Motors  *' 

Barclays  Bank    22 

Bechtcl   ">3 

Bendix    93 

British   Broadcasting  Corp    24 

Bucyrus-Erie   100 

Burlington  Northern   100,  103 

WM  Chelsea  Ltd    90 

Chessic  System   103 

Chipp  Inc    90 

Chrysler   35 

Cities  Service    80 

Consolidated  Foods    95 

Continental  Oil  100.  103 

Cummins  Engine    95 

Damson  Oil  &  Gas  23 

Dewey  Electronics    10 

Doubleday  Publishing    24 


Eastern  Gas  &  Fuel   103 

Emerson  Electric    94 

Engelhard  Minerals  &.  Chemicals  35 

Equitable  Life    22 

European.  American  t  55 

First  Albany  Corp    42 

Foothill  Group   109 

Ford  Motor    35 

General  Electric  103 

General    Motors    33 

Great  Atlantic  &  Pacific  Tea  Co  94 

Hewig  &  Marvic    90 

Honda    35 

JVC   II 

Joy  Manufacturing   100 

Kcnnecott  Copper   103 

Kidder,  Peabody  42 

Kingslcy.  Boye  &  Southwood    44 

Larchmont  Engineering    10 

Loeb.  Rhoades  &  Co   98 

Libbey-Owens- Ford    23 

McDonald's  Corp   95 
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Mathers  Fund 

Merrill  Lynch,  Pierce.  Fenner  & 

Smith   42, 

Nat'l  Broadcasting  Co. 
Ncwmont  Mining 
Norfolk  &  Western 

North  American  Coal   

NOMECO   

Northwestern  Mutual  Life   

Occidental  Petroleum 

Parker  Drilling   

J  C  Penney   

Pittston   Co   100. 

Plasti-Kote   

Quick  &  Reilly   

RCA   

RCA  Records   

RCA  Service   

Ratnick  Inds   

Raytheon   

Reis  of  New  Haven.  Inc   


Reynolds  Securities  42 

St  Joe  Minerals  103 

Schreter  Inds  Int'l  90 

Seaboard  Coast  Line  100 

Shearman.  Ralston.  Inc  42 

Muriel  Siebert  &  Co    44 

Signal  Cos  10 

Snow  Machines  Int'l  10 
Sony                                        II,  28 

Source  Securities  Corp  42 

Standard  Brands  94 

Standard  Oil  (Calif)  103 

Travellers  Premium  90 

Unarco  Inds,  Inc  II 

Union  Carbide  22 

Union  Pacific    100 

U.S.  Nat'l  Bank  of  San  Diego  55 

Volkswagen  of  America  34 

Volvo    31 

Westmoreland    103 

Williams  Cos  103 

Wolper   Prods    24 


Index  of  Advertisers 

□  Indicated  below  are  advertisers  who  will  make  information  available  to  Forbes  readers  as  stated  in  their  advertisements.  Adver- 
tisers designated  with  an  asterisk     will  provide  information  only  on  requests  including  company  name  and  job  title. 


ALEXANDER  &  ALEXANDER  INC   54 

Agency:  The  C.T.  Clyne  Company,  Inc. 


AMERICAN  BRANDS,  INC  114 

Agency:  SSC&B  Inc. 


AMERICAN  GAS  ASSOCIATION,  INC.  84 

Agency:  J.  Walter  Thompson  Company 


AMERICAN  MUTUAL  INSURANCE 
COMPANIES    20 

Agency:  Harold  Cabot  &  Co.,  Inc. 


AMERICAN  TELEPHONE  & 

TELEGRAPH  CO  76-77 

Agency:  N.W.  Ayer  ABH  International 

BABSON'S  REPORTS 

INCORPORATED  102 

Agency:  Kenneth  T.  Vincent  Co. 


BANK  OF  NEW  SOUTH  WALES    65 

Agency:  George  Patterson  Pty. 
Limited 


BANKERS  TRUST  COMPANY  49 

Agency:  Doyle  Dane  Bernbach  Inc. 


BETHLEHEM  STEEL  CORPORATION  56-57 

Agency:  Van  Brunt  &  Company 


BLYTH  EASTMAN  DILLON  &  CO. 
INCORPORATED    70 

Agency:  Doremus  &  Company 


BUTLER  MFG.  CO   51 

Agency:  Valentine-Radford,  Inc. 


THE  CBS  RADIO  NETWORK  116-117 


CANADIAN  IMPERIAL  BANK  OF 
COMMERCE    37 

'  Agency:  Albert  Frank-Guenther  Law, 
Inc. 


J  I  CASE  COMPANY   14-15 

Agency:  Bozell  &  Jacobs,  Inc. 


CENTRAL  AND  SOUTH  WEST 
CORPORATION   114 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


□  CHICAGO  MERCANTILE  EXCHANGE  96 

Agency:  Cohen  &  Greenbaum,  Inc. 


CLARK  EQUIPMENT  COMPANY 

Agency:  Marsteller  Inc. 


68-69 


□  COLT  INDUSTRIES  INC.  Third  Cover 

Agency:  Marsteller  Inc. 


□  COMMERCIAL  FINANCING 

CONSULTANTS  102  &.  119 


CRANE  CO  38-39 

Agency:  Doremus  Uptown 


DREYFUS  TAX  EXEMPT  BOND 

FUND,  INC  115 

Agency:  Rapp,  Collins,  Inc. 


::  EASTMAN  KODAK  COMPANY  46-47 

Agency:  J.  Walter  Thompson  Company 


□  FERRO  CORPORATION    50 

Agency:  Watts  Lamb  Kenyon  and 
Herrick,  Inc. 


□  INA  CORPORATION   72-73 

Agency:  Geer,  DuBois  Inc.  Advertising  ■ 


I!:  INDUSTRIAL  NATIONAL 

CORPORATION    62 

Agency:  Ted  Bates  &  Company,  Inc./ 
Advertising 


INTERNATIONAL  PAPER  COMPANY  52-53 

Agency:  Ogilvy  &  Mather  Inc. 


IRVING  TRUST  COMPANY  13 

Agency:  J.  Walter  Thompson  Company 


i'f  LANIER  BUSINESS  PRODUCTS 

Agency:  Marsteller  Inc. 


1-2-3 


FORT  HOWARD  PAPER  COMPANY 

Agency:  Marsteller  Inc. 


40 


i/f  GENERAL  ELECTRIC  CREDIT 

CORPORATION    45 

Agency:  Riedl  Associates  Inc. 

GOLDMAN  SACHS  &  CO   87 

Agency:  Doremus  &  Company 

□  GOULD  INC   16 

Agency:  Marsteller  Inc. 


□  W.  R.  GRACE  &  CO  108 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


GULF  OIL  CORPORATION   60-61 

Agency:  Young  &  Rubicam 
International  Inc. 


□  HARRIS  CORPORATION    32 

Agency:  Edward  Howard  &  Co. 

□  HUMANA  INC   75 

Agency:  Doe-Anderson  Advertising 
Agency,  Inc. 


□  LONE  STAR  INDUSTRIES   9S 

Agency:  J.  Walter  Thompson  Company 

□  LOUISIANA-PACIFIC  CORPORATION  6-7 

Agency:  McCann-Erickson,  Inc. 

□  MANAGEMENT  ASSISTANCE  INC. 

Agency:  G&P  Advertising 


MANUFACTURERS  HANOVER  TRUST 
COMPANY    30-31 

Agency:  Edwin  Bird  Wilson,  Inc. 


□  MAPCO  INC  m 

Agency:  Creswell  Munsell  Schubert 
&  Zirbel  Inc. 


□  MEDI-HEALTH  SYSTEMS,  INC.  6E 

Agency:  Scott,  Lancaster  &  Mills 


□  MERRILL  LYNCH  PIERCE  FENNER  & 

SMITH  INC   7! 

Agency:  Ogilvy  &  Mather  Inc. 


MOBIL  OIL  CORPORATION  1 

Agency:  Doyle  Dane  Bernbach  Inc. 


NATIONAL  DISTILLERS  AND 
CHEMICAL  CORPORATION   IK 

Agency:  Doremus  &  Company 


&  NEWSWEEK  INTERNATIONAL  9! 

Agency:  Anderson,  Dunston  &  Helene 

NORTHERN  NATURAL  GAS  COMPANY  2( 

Agency:  Bozell  &  Jacobs,  Inc. 
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\N-BLICKMAN  INC  116 

1   BOWES    43 

ncy:  deGarmo  Inc.  Advertising 

?ANTZ  LEVY  HAUDEK  &  BLOCK  80 

ncy:  AGI  Advertising 

PRICE  TAX-FREE 

IE  FUND    110 

ncy:  Richardson,  Myers  & 
Donofrio,  Inc. 

ORPORATION  Second  Cover 

)F  NEW  HAVEN,  INC  11 

ncy:  Van  Leeuwen  Advertising,  Inc. 

[YNOLDS  INDUSTRIES,  INC.  .119 

icy:  Long,  Haymes  &  Carr,  Inc. 

tESORTS,  INC   65 

icy:  Needham  &  Grohmann,  Inc. 

IDUSTRIES,  INC   103 

icy:  Jonathan  Lax/Industry  Market 
Systems 

JIS-SAN  FRANCISCO 

AY  CO   44 

icy:  Batz  Hodgson  Neuwoehner, 
Inc. 

GIS  PAPER  COMPANY  82-83 

icy:  Cunningham  &  Walsh  Inc. 

BUSINESS  MACHINES 

RATION    9 

icy:  Sklar-Lenett  Associates,  Inc. 

AM  DISTILLERS  COMPANY 

JAM'S  CROWN  ROYAL)  Back  Cover 

icy:  Warwick,  Welsh  &  Miller,  Inc. 

P  LODGE   12 

icy:  Ecoff  &  James,  Inc. 

BARNEY,  HARRIS  UPHAM  & 
CORPORATED   64 

icy:  Albert  Frank-Guenther  Law, 
Inc. 

E  SECURITIES  CORPORATION  103 

icy:  deGarmo  Inc.  Advertising 

ERN  NATURAL 

RCES,  INC  102 

icy:  Luckie  &  Forney,  Inc. 

Y  RAND  CORPORATION  106-107 

icy:  Young  &  Rubicam 
International  Inc. 

MR    59 

icy:  Waring  &  LaRosa,  Inc. 

NTERNATIONAL    81 

3GIN  ISLANDS 

rRIAL  DEVELOPMENT 

SSION  12 

icy:  Valerian  Advertising  Agency 

)  BUSINESS  SERVICE 

IC.   111-112-113 

icy:  Silton/Turner  Inc. 

NDUSTRIAL  DEVELOPMENT 

)N    67 

icy:  David  W.  Evans,  Inc. 

iLUE  LINE  INVESTMENT 

f   101 

icy:  The  Vanderbilt  Advertising 
Agency,  Inc. 

CORPORATION   88-89 

icy:  Needham,  Harper  &  Steers, 
Inc. 


It's  axiomatic  that 
people  make  a  com- 
pany and  people  cause  a 
company  to  grow.  MAPCO 
people  work  harder  than  average 
at  this . . .  each  one  producing  an  annual 
average  of  $156,000  in  sales  and  revenues. 
This  compares  to  1965,  when  each  MAPCO 
employee  produced  an  average  of  $47,000 
in  annual  sales  and  revenues. 

To  learn  more  about  MAPCO's  growth  and 
how  it's  happening,  write  for  our  annual  report. 


Uma/KO 

1800  S.  Baltimore  Ave.,  Tulsa,  Oklahoma  741 


SYMBOL  MDA  NYSE  •  MWSE  •  PSE 


RJ.Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  82  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  March  5, 1 977  to  stockholders  of  record 
at  the  close  of  business  February  1 0, 1 977. 

C.  F.  BENBOW 

Senior  Vice  President  and  Secretary 
Winston- Salem,  W.  C,  January  20,  1977 

Seventy-Seven  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
Petroleum 


Red  Cross. 
The  Good 
Neighbor. 


REAL  ESTATE  WANTED 

I  want  to   buy  office  buildings,  apartments, 
shopping  &   industrial  centers   and  more— al- 
ready heavily  depreciated.  (Your  capital  gains 
can  be  tax  sheltered).  Send  me  your  offer  .  .  . 
Mr.  R.  Bernard  (of  N.Y.  and  Calif.) 
1397  New  Scotland  Rd. 
Slingerlands,  N.Y.  12159 
(tele:  518-439-4976) 
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Ti  I  on  the 

I  hOUgntS  . . .  Business  of  Life 


Discretion  of  speech  is 
more  than  eloquence. 
Francis  Bacon 


You  can  only  improve 
on  saying  nothing  by 
saying  nothing  often. 
Frank  Tyger 


Let  a  fool  hold  his  tongue 
and  he  will  pass  for  a  sage. 
Publilius  Syrus 


It  usually  takes  more  than 
three  weeks  to  prepare 
a  good  impromptu  speech. 
Mark  Twain 


Vocabulary  is  an  index  to 
a  civilization,  and  ours  is 
a  disturbed  one.  That's  why  so 
many  of  the  new  words  deal  with 
war,  violence,  drugs,  racism, 
and  not  so  many  with 
peace  and  prosperity. 
Clarence  Barnhart 


Speaking  or  writing 
without  thinking  is  like 
shooting  without  aiming. 
Arnold  Glasow 


Words  are  the  most  powerful 
drug  used  by  mankind. 
Rudyard  Kipling 


A  writer  is  in  the  broadest  sense 
a  spokesman  of  his  community. 
Through  him  that  community  comes 
to  know  its  heart.  Without  such 
knowledge,  how  long  can  it  survive? 
Saul  Bellow 


Writing,  when  properly  managed, 
is  but  a  different  name 
for  conversation. 
Laurence  Sterne 
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Sleep  not  when  others  speak, 
sit  not  when  others  stand, 
speak  not  when  you 
should  hold  your  peace, 
walk  not  when  others  stop. 
Georce  Washington 


The  world  is  satisfied 
with  words;  few  care  to  dive 
beneath  the  surface. 
Blaise  Pascal 


The  art  of  conversation  is 
a  most  important,  but  often 
neglected  art.  It  is  also  allied 
with  the  art  of  written  expression. 
Speaking  and  writing  form  a 
very  large  part  of  the  ivhole  of 
human  activities,  business  as  well 
as  social.  The  art  of  oratory, 
in  public  life,  is  essential  to 
the  highest  success.  The  best  ivay 
to  become  a  good  talker  is  to  learn 
to  have  something  to  say. 
Studying  how  to  talk  will  improve 
the  mind,  and  paying  diligent 
attention  to  improving  the  mind 
will,  almost  unconsciously, 
gravitate  into  other  forms 
of  self-improvement. 
B.C.  Forbes 


Speech  is  a  picture  of  the  mind. 
John  Ray 


It  is  the  mind  which  does 

the  work  of  the  world,  so  that 

the  more  there  is  of  mind, 

the  more  work  will  be  accomplished. 

William  Ellery  Channing 


A  man  is  seldom  better 
than  his  conversation. 
German  Proverb 


A  speech  without 

a  specific  purpose  is  like 

a  journey  without  a  destination. 

Ralph  C.  Smedley 


A  compilation  of  what  outstandin 
people  said  or  wrote  at  the  age  of  2 
would  make  a  collection  of 
asinine  pronouncements. 
Eric  Hoffer 


To  write  well  consists  of 
continuously  making  small  erosions, 
wearing  away  grammar  in  its 
established  form,  current  norms 
of  language.  It  is  an  act  of 
permanent  rebellion  and  subversion 
against  social  environs. 
Ortega  y  Gasset 


If,  at  the  close  of  business  each 
evening,  I  myself  can  understand 
what  I've  written,  I  feel  the  day 
hasn't  been  totally  wasted. 
S.J.  Perelman 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  Netv  York 
State  orders. 


A  Text 


Sent  in  by  Grant  Marsh,  Vancouver, 
Wash.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


For  by  thy  words  thou  shah  he  jw 
tified,  and  by  thy  words  thou  s/hj| 
be  condemned. 
Matthew  12:37 
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en  you  Jan  a  computer  systeir 
talk  to  IBM,  Honeywell, 
Burroughs,  NCR... 


then  talk  to  the  computer  experts  from  Nixdori 


The  great  tradition  of  German  engineering — with 
names  like  Mercedes-Benz,  Leica,  Diesel — is  no  less 
evident  in  the  computer  industry ..  .with  Nixdorf. 

A  quarter-century  of  experience  in  computer  de- 
sign, manufacture,  systems,  service.  For  businesses 
of  all  kinds,  all  sizes.  Worldwide.  In  fact,  over  50,000 
Nixdorf  installations  (only  two  other  computer  firms 
claim  as  many)  operate  in  23  nations.  And  40 
Nixdorf  U.S.  offices  already  offer  several 
key  advantages. 

What  Nixdorf  gives  you, 
others  don't. 


Over  50.000 
Business  Computers 
and  Terminal  Systems 
All  over  the  world. 


For  instance,  most 
firms  provide  only  part  of 
a  complete  on-stream 
system;  additional 
suppliers  are  your  task. 


But  with  Nixdorf's  Total  Responsibility  Teai| 
specialists — our  own,  trained  people — are  involved 
every  step:  initial  analysis,  system  design,  i nstallatio 
personnel  training,  on-going  maintenance. 

Guaranteed  Performance.  (Why  pay  for  less?) 

We  insure  your  complete  satisfaction — with  equi| 
ment  installed,  employees  trained,  softwa 

performing  as  specified. 

And  another  Nixdorf  first. 

Only  Nixdorf  offers  the  Cor 
puter  Buyer's  Checklist 
which  spells  out  spe 
you  should  ask  every  vejll 
dor.  It's  free.  Get  it  and  cor 
pare;  you  may  decic  j 
to  call  Nixdorf  firs 


They  do  it 

better 
in  Chicago 


B  23  19 

library: 


75%  of  all  men  released  from  prison  in  this 
country  are  soon  behind  bars  again  — 
because  the  only  thing  in  which  they  have 
experience  or  "skill"  is  crime. 

But  Chicago  gives  them  a  better  skill,  and 
helps  them  find  a  place  to  use  it  —  the  result 
of  PACE  —  an  organization  of  volunteers, 
businessmen,  federal  and  local  people. 

And  only  29%  of  released  PACE  prisoners 
see  jail  again. 

Education  and  understanding  and  a 
genuine  desire  to  help  are  the  answers. 

First,  they're  taught  to  read.  (It  is  a  national 
disgrace  that  American  schools  turn  out 
tens  of  thousands  who  cannot  read.) 

Then  they're  taught  grammar  and 
mathematics,  and  half  the  school  day  is 
devoted  to  auto  mechanics,  carpentry, 
mechanical  drawing  and  even  electronics. 
In  a  word,  they're  taught  a  saleable  skill. 

It  isn't  unusual  for  an  average  student  to 
improve  one  grade  level  in  ninety  days. 

When  he  leaves  jail,  businesses  help  him 
find  a  place  to  live  and  a  place  to  work. 

From  75%  repeaters  down  to  29%  — 
what  a  magnificent  record!  Chicago  can  be 
very  proud. 

Who's  next? 

WARNER  &  SWASEY 


Made  by  Warner  &  Swasey's  Wiedemann 
Division,  King  of  Prussia,  Pa.,  this  W  3050 
Mach  II  CNC  turret  punch  press  easily  pro- 
duces complex  sheet  metal  parts  in  one 
setup. 


uctivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

'  THE  WARNER  &  SWASEY  COMPANY      Executive  Offices  1 1000  Cedar  Avenue,  Cleveland,  Ohio  44106 
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WHAT IRMLINA, 
[WA  JTT&GAF 
SHOULD  KNOW 
IBOUT  THE 
MORTGAGE 
lORPORATION. 


/  corporations  and  unions 
employee  pension  funds 
minister  and  disburse, 
ance  companies  manage 
ities  and  regularly  pay 
yhoiders'  claims. 

In  all  such  cases,  invest- 
:  managers  need  the  best 
ible  combination  of  three 
is:  High  yield,  low  risk,  and 
tar  cash  flow. 

If  you  are  a  fund  manager 
advisor  to  one,  we  suggest 
:onsider  the  investment 
jments  of  The  Mortgage 
oration. 


In  1976, 


HE  PC 

Mortgage  Corporation 
over  $1 .4  billion  in 
gage  Participation  Certifi- 
(PCs).  Each  PC  represents 
idivided  interest  in  several 
>and  high-quality,  conven- 


tional residential  mortgagesand 
is  unconditionally  guaranteed 
by  The  Mortgage  Corporation. 

Interest  and  principal 
payments  are  passed  through 
to  the  owner  every  month  in  a 
single  check  with  an  itemized 
statement  regardless  of  how 
many  PCs  are  held.  PCs  are 
available  in  denominations  of 
$100,000,  $200,000,  $500,000, 
and  $1  million. 

THE  GMC  The 

Guaranteed  Mortgage  Certifi- 
cate (GMC)  is  designed  to 
combine  the  security  of  a 
mortgage  investment  with  the 
convenience  usually  associated 
with  a  bond.  Like  the  PC,  the 
GMC  is  backed  by  several 
thousand  high-quality  con- 
ventional mortgages  and  is 
unconditionally  guaranteed 


by  The  Mortgage  Corporation. 

Unlike  PCs  or  mortgages, 
the  GMC  pays  interest  semi- 
annually and  principal  annually 
in  specified  minimum  amounts 
which  provide  a  calculable 
maximum  average  life. 

In  addition,  the  investor 
has  the  option  of  holding  a 
GMC  until  maturity  or  selling 
the  unpaid  principal  at  par  to 
the  corporation  at  a  specified 
date  prior  to  maturity.  GMCs 
are  issued  periodically  in 
denominations  of  $100,000, 
$500,000  and  $1  million. 

For  details  you  require, 
write  Ronald  Struck,  Vice  Presi- 
dent—Marketing, The  Federal 
Home  Loan  Mortgage  Cor- 
poration, Dept.  Fl 
311  First  Street,  N.W., 
Washington,  D.C.  20001. 
(202)624-7100. 


HE  MORTGAGE  CORPORATION 

deral  Home  Loan  Mortgage  Corporation  was  chartered  in  1970  to  increase  the  supply  of  money  available  for  housing  primarily 
eloping  a  secondary  market  for  conventional  residential  mortgages.  It  buys  and  sells  more  conventional  residential  mortgages 
ly  other  institution  in  America. 
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CORPORATION. 
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minister  and  disburse, 
ance  companies  manage 
ities  and  regularly  pay 
yholders'  claims. 

In  all  such  cases,  invest- 
:  managers  need  the  best 
ible  combination  of  three 
s:  High  yield,  low  risk,  and 
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If  you  are  a  fund  manager 
advisor  to  one,  we  suggest 
:onsider  the  investment 
jments  of  The  Mortgage 
oration. 
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Mortgage  Corporation 
over  $1 .4  billion  in 
gage  Participation  Certifi- 
(PCs).  Each  PC  represents 
idivided  interest  in  several 
>and  high-quality,  conven- 


In  1976, 


tional  residential  mortgages  and 
is  unconditionally  guaranteed 
by  The  Mortgage  Corporation. 

Interest  and  principal 
payments  are  passed  through 
to  the  owner  every  month  in  a 
single  check  with  an  itemized 
statement  regardless  of  how 
many  PCs  are  held.  PCs  are 
available  in  denominations  of 
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and  $1  million. 

THE  GMC  The 

Guaranteed  Mortgage  Certifi- 
cate (GMC)  is  designed  to 
combine  the  security  of  a 
mortgage  investment  with  the 
convenience  usually  associated 
with  a  bond.  Like  the  PC,  the 
GMC  is  backed  by  several 
thousand  high-quality  con- 
ventional mortgages  and  is 
unconditionally  guaranteed 


by  The  Mortgage  Corporation. 

Unlike  PCs  or  mortgages, 
the  GMC  pays  interest  semi- 
annually and  principal  annually 
in  specified  minimum  amounts 
which  provide  a  calculable 
maximum  average  life. 

In  addition,  the  investor 
has  the  option  of  holding  a 
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For  details  you  require, 
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tery,  we've  always  figured 
ibre  flights  an  air  freight 
offers,  the  better  its  chances 
a  package  off  the  ground, 
/e  always  managed  to  offer 
its.  To  more  places  than 
sc. 

)king  space  everyday  with 
every  airline  that  carries 
By  using  charters,  com- 
d  air  taxis  to  take  us  where 
lose  airlines  couldn't, 
ow,  by  flying 
>ur  own. 

GO,  INTO  THE 
LUE  YONDER. 

ping  the 
ig  of the 
•  Force.  With 
t  can  take 
s  than  some 

don't  have 
b  a  package 
;  ship  it  out. 
c  down  and 
i  or  triple.  Like  you  do 
of  our  competitors. 
At  planes  aren't  too  high 
y  to  make  local  stops 
it  night.  When  other  pa  >- 
.are  safely  tucked  in. 
ckage  going  from  Boston 
i  can  get  the  same  kind  <  >f 
■n  ice  as  a  package  going 
York  to  California, 
aig  coming  from  Char- 
't  have  to  wait  till  it  aims 
c  carpet  before  it  can  get 
.ind. 

package  doesn't  have  to 
light  at  the  airport  just 
nissed  the  one  plane  a  day 
ay 

:  in  addition  to  going  prac- 
/where  under  the  sun, 


Emery  now  goes  practically  every- 
where under  the  moon. 

In  tact,  we  go  to  so  many  places 
we  need  a  computer  to  keep  track 
of  it  all. 

OUR  RADAR  SYSTEM. 

Probably  the  only  thing  in  air 
freight  that  can  keep  up  with  Emery 
is  the  Emery  computer  tracking 
system. 

Like  radar,  it  can  tell  us  exactly 
w  here  in  our  system  a  package  is.  No 
matter  where  in  the 
world  it  is.  In  just  a 
matter  of  seconds.  So 
we  can  tell  you.  In  just  a 
matter  of  seconds. 

Without  it,  we'd 
never  be  able  to  stay  on 
top  of  every  ounce  of 
the  more  than  a  million 
pounds  of  freight  we 
lift  daily. 

Without  it  we'd 
only  be  bigger  and 
faster  than  our 
competitors. 

THE  TRAVEL  AGENT. 

We  offer  more  planes.  But  that's 
not  enough.  So  we  also 
offer  more  ways  to  fly 
For  example,  in  addi- 
tion to  our  regular 
next  day  delivery 
service,  we  have  a 
variety  of  priority 
services.  Includ- 
ing one  where 
we  even  ride 
shotgun  for 
your  package. 

Just  call 
us,  tell  us 
where 
your 


package  has  to  go  and  when.  We'll 
take  it  from  there. 

AN  AIR  FORCE  NEEDS  GROUND  SUPPORT. 

It  takes  more  than  planes  to  fly 
air  freight. 

It  takes  offices  all  over  the  world. 
And  thousands  of  trucks.  And  bikes. 
And  phones.  And  typewriters. 

And  it  takes  people  to  man  and 
woman  them  all.  It  takes  people  to 
pick  up  phones  and  packages  and 
speed  bills  along  and  answer  ques- 
tions and  ask  questions  that  might 
save  you  time  or  money. 

Sure,  it  takes  planes  to  make  up 
an  air  force.  But  it  takes  an  army  of 
people  to  keep  it  up. 

If  you  have  a  package  that  should 
join  the  Air 
Force,  call 
your  near- 
,  est  Emery 
recruit- 
ing of- 
fice. 


AIRFREIGHT. 
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Houston:  Where  It's  At 


Aftkr  3*2  years  of  reporting  for 
Forbes  from  such  out-of-the-way 
places  as  Saudi  Arabia,  Nigeria, 
the  So\iet  Union,  South  Afriea  and 
areas  of  Eastern  Europe,  James 
Flanigan  is  accustomed  to  work- 
ing under  difficult  conditions. 
But  never  before  does  Flanigan 
recall  having  to  work  sitting 
on  the  floor  as  he  did  while 
wailing  for  furniture  in  FORBES' 
new  editorial  bureau  in  Houston's 
Two  Shell  Plaza  building. 

Until     January,    Flanigan  was 


nomies  Editor  Ben  Weberman 
On  reaching  Houston,  Flaniga 
tells  us,  he  ran  into  an  old  Irien 
from  Europe.  "How  does  this  a 
signment  make  use  of  the  know 
edge  you've  picked  up  on  yot 
travels?"  the  friend  asked. 

By  way  of  reply,  Flanigan  mei 
tioned  that  he  had  been  in  Abe 
deen,  Scotland  a  couple  of  yea 
ago  and  was  amused  to  learn  thl 
local  people  were  proudly  callir 
their  ancient  town  "the  Houstc 
of  the  North."  "That  told  me  som 


Priorities:  With  the  essentials— telephone,  ashtray,  typewriter— in 
place,  bureau  head  Jim  Flanigan  could  let  the  furniture  follow. 


head  of  our  European  editorial 
bureau.  Although  based  in  London, 
he  traveled  throughout  the  Old 
World.  Only  last  month  he  moved 
to  Houston  to  open  our  new  south- 
western editorial  office. 

At  40,  Jim  Flanigan  is  one  of 
our  senior  editors.  He  and  his  wife 
Anne,  a  native  of  County  Mayo, 
Ireland,  are  nothing  if  not  adapt- 
able. With  their  two  children,  Mi- 
chael. 8,  and  Siobhan,  5,  they  have 
previously  represented  Fohhks  in 
Los  Angeles  and  Washington  as 
well  as  in  London.  Jim,  a  native 
New  Yorker,  first  joined  FORBES 
in  1966  after  the  late,  lamented 
Herald  Tribune — where  he  worked 
as  a  business  writer— folded.  (In- 
cidentally, two  other  top  Forbes 
men  are  Trib  alumni.  Managing 
Editor  Sheldon  Zalaznick  and  Eco- 


thing,"  Flanigan  went  on.  "It  t( 
me  that— whatever  the  eurren 
fashionable  theories  may  say— t 
American  way  of  doing  things  ai 
the  American  standard  of  life 
what  most  people  all  over  t| 
world  hanker  for— whether  it's 
Aberdeen  or  Abadan.  And  increi 
ingly  when  they  think  of  Amera 
enterprise  and  industry,  they  thi 
of  Houston  rather  than  of  N 
York  or  Chicago. 

"That's  why  I  askeil  lor  tl 
southwestern  assignment.  Much 
1  enjoyed  London,  it  was  the  c« 
ter  of  Europe,  of  history.  Hoi 
ton  and  the  American  Southw 
are  adventurous  places— as  dif 
cut  as  you  can  get  from  Lond| 
You  can  see  it  in  the  architl 
ture.  This  is  one  of  the  worl 
most  exciting  corners."  ■ 


FORBES,  MARCH  1, 


ow  to  Achieve  Total  Financial  Freedom  In  1977 


Millionaires  Are  Not  100  Times  Smarter  Than 
>u,  They  Just  Know  The  Wealth  Formula." 


e've  never  met  and  probably  never 
but  I  think  we  share  a  common  in- 
t.  That  interest  is  in  achieving 
jlete  and  total  financial  freedom, 
ecause  of  this  common  interest,  I 
:  we  can  be  of  great  help  to  each 
r.  You  see,  a  little  over  twelve 
ihs  ago  my  net  worth  reached  the 
c  million  dollar  mark,  and  it  only 
me  48  months  to  achieve  that, 
lat  might  not  impress  you,  but  if 
had  seen  me  four  years  ago,  you 
t  wonder  how  I  did  it.  I  lived  in 
er  then,  in  a  cramped,  tumbled 
l  house  as  2545  South  High  Street. 
rife  was  expecting  our  second  child 
we  were  so  broke  we  had  to  borrow 
.00  from  a  relative  just  to  buy 
and  pay  the  rent. 

y  the  way,  I  know  I  didn't  make  a 
5n  dollars  because  of  my  superior 
ect  —  I  barely  got  through  Ames 
School  (Ames,  Iowa)  with  a  C 
ge  and  I  think  that  if  you'll  stop 
;hink,  you'll  realize  and  agree,  there 
t  a  single  millionaire  that  is  10,  20, 
D  times  smarter  than  you,  or  that 
s  10,  20,  or  50  times  harder  or 
r  than  you. 

dw,  how  can  we  help  each  other?  I 
villing  to  share  everything  I  have 
ed  and  know  that  would  help  and 
you  to  achieve  your  own  financial 
om    and    independence.    But  the 
way  I  would  ever  give  you  my 
ts,  methods  and  formulas  is  if  I 
Fit  also.    Because  as  you  will  find 
you  reach  your  ultimate  financial 
,  you  really  don't  want  to  stop 
but  you  are  motivated  to  go  and 
more.   It  seems  that  most  people 
are  charging  for  financial  advice 
studied  how  to  "do  it"  but  have 
actually   "done   it"  themselves, 
will  find  as  you  read  my  formulas, 
since  I  have  actually  achieved  total 
cial  freedom  myself,  that  you  will 
/e   from  me  more  than  just  the 
/ation  to  achieve  your  own  finan- 
ndependence,  but  a  workable  step 
sp  plan  to  actually  do  it. 
)u  may  have  seen  part  of  my  form- 
described  in  various  publications, 
as  the  November  edition  of  Na- 
Business,  page  69.    This  work  is 
ed  How  To  Wake  Up  The  Financial 
is  Inside  You.   The  various  formu- 
intained  in  the  volume  will  show 
exactly  how  you  can  do  each  of  the 
ving: 

buy    income    properties    for  as 
little  as  $100  down, 
begin  without  any  cash, 
put   $10,000  cash  and  more  in 
your  pocket  each  time  you  buy 
(without  selling  property) 
compound  your  assets  at  100% 
yearly. 

legally   avoid   paying    federal  or 
state  income  taxes, 
buy    bargains    at    one-half  the 
market  value. 

you  apply  these  formulas  and 
>ds  you  will  find  in  a  very  short 
you  will  be  able  to  spend  three 
out  of  every  month  doing  any- 
you  care  to  do,  and  I  think,  at 


that  time,  you  will  find  as  I  have,  that 
spending  several  weeks  on  the  beaches 
of  Hawaii,  or  on  the  ski  slopes  of 
Colorado,  or  just  sightseeing  in  Europe, 
or  any  other  place  in  the  world,  you  be- 
gin to  understand  what  real  freedom  is 
all  about. 

Most  people  think  that  it  would  be 
impossible  to  do  some  of  the  things 
listed  above.  For  example,  to  buy  a 
property,  and  at  the  same  time  put 
$10,000  (or  more)  cash  in  your  pocket 
without  selling  the  property,  or  to 
buy  a  property  with  little  or  no  cash 
down. 

Believe  me,  it  is  possible  and  fairly 
simple.  This  is  exactly  how  most 
wealthy  people  actually  do  make  10, 
20,  or  50  times  more  money  than  you 
do. 

These  formulas  of  mine  do  not  have 
to  be  used  with  income  properties  only. 
They  actually  can  be  applied  to  virtually 
any  asset. 

While  I  was  struggling  on  making  my 
first  million,  I  often  thought  how  nice  it 
would  be  to  have  the  personal  advice 
and  counsel  from  someone  like  Howard 
Hughes  or  J.  Paul  Getty. 

What  would  I  have  been  willing  to 
pay  for  this  service?  I  can  tell  you  one 
thing  for  sure,  it  would  have  been  a  lot 
more  than  the  $12.00  that  I'm  going  to 
ask  you  to  invest  in  your  financial 
future. 

What  will  this  $12.00  actually  do  for 
you?  It  will  give  you  a  complete  step 
by  step  plan  that  you  can  follow  to 
become  totally  and  completely 
financially  independent. 

Please  try  to  understand  my  dilema. 
I'm  not  a  New  York  advertising  agency, 
with  all  their  professional  skill  and 
manpower  to  write  a  powerful  and 
persuasive  ad  to  convince  you  that  I  can 
make  you  financially  independent.  I  am 
just  somebody  who  has  actually  'done 
it',  and  can  really  show  you  how  to  'do 
it'. 

What  would  you  do,  if  you  were  in 
my  shoes.  You  have  in  excess  of 
$1,000,000  net  worth,  you  have  a  desire 
to  share  your  formula  with  others, 
because  you  not  only  have  a  simple, 
honest  and  workable  method  whereby 
others  too  can  enjoy  the  riches  of  this 
land,  but  you  also  want  to  benefit  and 
make  money  from  sharing  this  informa- 
tion, so  you  can  continue  to  grow 
financially. 

I  think  you  might  do  what  I'm  doing 
—  that  is  to  write  a  simple  open  letter  to 
the  type  of  people  who  share  similiar 
goals  as  mine  asking  them  to  try  the 
formulas  for  themselves,  to  see  if  they 
work  as  well  as  the  claims  described. 
Because,  I  know,  as  you  would  know  if 
you  were  in  my  shoes,  that  if  I  can  just 
convince  you  to  test  my  formulas  and 
methods,  you  will  see  for  yourself  that 
they  will  work  as  easily  for  you  as  they 
did  for  me. 

It's  really  quite  frustrating  to  have 
something  so  valuable  as  I  know  I  have, 
but  lack  the  skill  to  convince  people  to 
try  it  for  themselves.  I  hope  by  my 
simple,  direct  approach,  I  can  convince 


Mark  O.  Haroldsen 
Millionaire  in  48  Months 

you  to  try  my  formulas. 

It  seems  the  majority  of  the  people 
in  our  rich  country  lose,  not  because 
they  lack  intelligence,  or  even  will- 
power, but  because  of  procrastination, 
or  lack  of  action  —  please  don't  be  like 
the  masses.  Make  a  decision  while  you 
have  this  paper  in  your  hands.  Make  a 
decision  now  to  either  act  now  and  send 
for  my  material  or  immediately  round 
file  this  paper.  If  your  decision  is  to 
subscribe,  do  it  now,  not  later.  Other- 
wise, you  may  lose,  just  by  default. 

To  order,  simply  take  any  size  paper, 
write  the  words  "Financial  Freedom 
Package",  and  send  it  along  with  a 
check  for  $12.00  to  Mark  O.  Haroldsen, 
Inc.,  Dept.  E-684, ,  Tudor  Mansion  Blclg.. 
4751  South  Holladay  Blvd.  Salt  Lake 
City,  Utah  84117. 

If  you  send  for  my  material  before 
May,  1977,  I  will  also  send  you 
documents  that  will  show  you  precisely 
how  you  can  easily  borrow  from 
$20,000  to  $200,000  at  2%  above  the 
prime  rate  using  just  your  signature  as 
collateral. 

Mark  O.  Haroldsen 

P.S.  ( If  you  are  still  somewhat  skep- 
tical, and  believe  me,  when  I  started  out 
I  certainly  was,  because  of  the  many 
people  in  the  world  trying  to  deceive 
others)  I  would  encourage  you  to 
postdate  your  check  by  30  days,  and  I 
promise  and  guarantee  that  it  will  not 
be  deposited  for  at  least  those  30  days, 
and  if  for  any  reason  you  do  not  think 
that  what  I  have  sent  you  lives  up,  in 
every  aspect  to  what  I  told  you  in  this 
letter,  send  the  material  back,  and  I  will 
quickly,  without  question,  refund  your 
money  and  send  back  your  own  un- 
cashed  check  or  money  order.  Also,  if 
you  would  like  to  check  a  few  of  my 
references,  I  have  listed  some  below 

Tracy  Collins  Bank  &  Trust,  4707  S. 
Holladay  Blvd.  Salt  Lake  City,  Utah, 
Attn:  Beverly  Smith,  Assistant  Manger. 

Charles  Huber,  C.P.A.,  1850  Benefi- 
cial Life  Towers,  Salt  Lake  City,  Utah. 
801-531-8286. 

©  Mark  O.  Haroldsen  1977 


LXuBeari 

FREE 
Spring  Catalog 


128  fully-illustrated  pages  featuring 
camping,  fishing,  hiking  and  canoeing 
equipment.  Also  includes  practical,  long- 
wearing  apparel  and  footwear  for  the  out- 
doorsman  or  woman.  Many  items  of  our 
own  manufacture. 

Our  65th  year  of  providing  dependable, 
high-grade  sporting  specialties.  All  guar- 
anteed to  be  1 00  percent  satisfactory  or 
your  money  back. 

□  Send  FREE  Catalog. 

Name  

Address 


City 


State 


Zip 


Outdoor  Sporting  Specialties  Since  1912 

L.L.Bean,  Inc. 

219  Main  St.,  Freeport,  Maine  04033 


Australia 


BUSINESS  V 
OPPORTUNITIES 

For  trade  introductions  in  Australia, 
ask  Australia's  largest,  most  experienced 
free  enterprise  bank . . .  over  1300  offices 
throughout  Australia,  New  Zealand  and 
other  islands  of  the  Pacific. 

Contact:  Lindsay  C.  Hamilton, 
Bank  of  New  South  Wales,  Suite  1630, 
270  Park  Avenue,  New  York,  N.Y.,  10017. 
Telephone:  (212)  986-2248/9 
or  William  A.  Havercroft, 
Bank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qantas  Building, 
360  Post  Street,  San  Francisco,  California 
94108.  Telephone:  (415)433-1330 

Bank  of 
New  South  Wales 

The  bank  that  knows  Australia  best 
Head  Office:  60  Martin  Place,  Sydney,  N.S.W., 
Australia,  2000 

17534 11C1  US  Z519 


Trends  &  Tangents 


Foreign 


Wooing  And  Waiting 

Toyota's  coming— but  not  as  soon 
as  some  would  like.  Rumors  that  the 
Japanese  auto  manufacturer  will  open 
a  plant  in  the  U.S.  next  year  are  be- 
ing denied  by  Toyota's  U.S.  office. 
The  leader  in  the  $12-billion  U.S. 
auto-import  market  sold  400,000  cars 
here  last  year;  a  U.S.  spokesman  ad- 
mits that  500,000  cars  is  the  volume 
that  would  tempt  the  Japanese  to  set 
up  shop  here.  But  a  20,000-a-month 
demand  for  any  one  of  Toyota's  25 
models  is  also  a  prerequisite  for  such 
a  move.  To  date,  the  company's 
best-seller,  Corolla,  at  monthly  sales 
of  15,000,  still  falls  well  short  of  the 
mark.  That  hasn't  diminished  the 
steady  stream  of  mayors,  governors 
and  local  officials  who  have  been 
knocking  at  Toyota's  door  in  the  hope 
of  getting  the  carmaker  to  settle  in 
their  home  territory.  But  for  now,  says 
the  company's  U.S.  representative,  the 
home  office  is  just  "shopping  around." 

Dollar  Comeback 

During  the  strong  growth  in  inter- 
national financing  of  the  past  two 
years,  the  dollar  has  been  far  and 
away  the  most-favored  currency.  Out 
of  some  $15.5  billion  (dollar  equiva- 
lent) of  Eurobonds  marketed  last 
year,  nearly  65%  of  the  issues  were 
denominated  in  U.S.  dollars.  That's  up 
from  a  $9-billion  total  in  1975  and 
only  $2  billion  in  1974,  with  dollars 
accounting  for  about  half  in  both 
years.  Another  sign  of  the  dollar's  re- 
surgence is  the  number  of  foreign 
bonds  floated  in  the  U.S.  capital  mar- 
ket. These  increased  to  $9.5  billion 
last  year,  compared  with  $6  billion  in 
1975  and  $2  billion  in  1974. 

It  Floats! 

Billionaire  tanker  owner  and  entre- 
preneur Daniel  K.  Ludwig  is  at  it 
again:  His  National  Bulk  Carriers  is 
building  in  Japan  the  world's  first 
floating  pulp  mill.  To  be  in  place  and 
operating  by  1978,  it  will  cost  $300 
million  and  have  a  750-ton-per-day 
capacity.  Later  this  year  the  mill  will 
be  towed  across  the  Pacific  and  At- 
lantic oceans,  and  then  floated  up  the 
Amazon  River— just  in  time  to  produce 
pulp  from  the  large  stand  of  fast- 
growing  gmelina  trees  Ludwig 
planted  four  years  ago.  The  construc- 
tion of  the  mill  represents  typical 
Ludwig  ingenuity.  Needing  a  mill 
deep  in  the  Amazon,  he  calculated 


that  it  would  be  more  efficient  to  buil 
it  in  an  existing  plant  in  Japan  ar 
transport  it  by  sea.  Now  he  has  a  m 
that  can  be  floated  from  location 
location  as  the  different  tree  stan 
reach  maturity. 


 Busine? 

Bizmobiles  Get  Smaller 

The  block-long  company  car,  on 
a  matter  of  status,  is  losing  groui 
to  the  "Think  Small"  mentality.  Twa 
ty-five  percent  of  the  1,318  comp) 
nies  queried  by  a  Wisconsin  reseai 
firm  have  made  the  switch  to  small* 
more  fuel-efficient  cars.  While  on 
17%  of  company  fleets  were  compos^ 
of  compacts  two  years  ago,  35%  u 
them  now.  At  the  same  time,  comp 
nies  are  trying  to  shave  costs  1 
keeping  their  shorter  cars  longer.  Tl 
trend  today  is  to  keep  a  company  q 
on  the  road  for  three  years,  or  60,01 
miles,  whichever  comes  first,  as  coj 
pared  with  2%  years,  or  50,000  mih| 
two  years  ago. 

Expensive  Free  Rides 

As  if  its  natural  beauties  alone  wj 
not  enough  to  encourage  mass  mig; 
tion  to  Hawaii,  a  recent  state  \i 
makes  the  islands  a  paradise  for  il 
poverished  carowners.  A  1974  law  j 
quires  insurance  companies  to  provi| 
free  auto  coverage  to  welfare  red 
ients.  An  auto  insurance  service  ass 
ciation  put  the  number  of  "certifil 
assistance  insured"  last  fall  at 
10,000,  or  77%  of  the  total  assign^ 
risk  pool  in  the  state.  The  insurari 
companies  participating  reported  tl) 
in  the  last  two  years  they  have  lj 
$1.2  million  on  pool  business  desp 
collecting  $1.4  million  in  premiu) 
from  the  pool.  Particularly  galling  vi 
the  10%  fee  that  they  were  requii) 
to  pay  to  agents  on  the  imagina 
premiums  deemed  to  have  been  ps 
by  welfare  recipients. 

Anticancer  Ally 

Wastes  containing  phenol 
pounds,  which  are  known  to  be  hijj 
ly  carcinogenic,  are  a  common  1 
product  of  coal  gasification  and  liqi 
faction  plants,  among  others.  Tr 
were  traditionally  treated  by  dumpi 
the  wastes  into  large  ponds,  wh< 
beneficial  microorganisms  digest 
and  transformed  the  phenols  u) 
harmless  substances.  Before  polluti 
became  political,  the  process  was 
lowed  to  take  anvwhere  from  a  h 
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Which  would  you  rather  be: 

a  yes  -man 
or  a  know-man? 


The  easiest  thing  in 
ie  world  is  to  go  along 
ith  what  everybody  else 
links  is  right. 

But  if  you're  in  busi- 
es, it  may  not  be  the 
lartest  thing. 

Because  finally,  some 
ly,  a  man  or  woman  in 
isiness  has  to  know, 
xause  finally,  his  or  her 
)inion—  if  it  is  to  be  the 
>ht  opinion— has  to  be 
ised  on  facts.  And  his  or 
ir  decision— if  it  is  to  be  listened  to  and 
spected  and  acted  on— has  to  be  made  on 
?nest,  unbiased,  in-depth  information. 

How  do  you  get  that  information?  How 
)  you  know  what's  really  happening  in  busi- 
es today,  what's  important,  what's  reliable, 
hat's  factual? 

May  we  submit  that  the  way  to  know  is  to 
ad  The  Wall  Street  Journal  ? 

The  Wall  Street  Journal  has  the  largest 


istaff  of  business-news 
perts  in  the  world. 
Every  day,  reports  from 
that  staff,  stationed 
around  the  globe,  pour 
into  Journal  headquar- 
ters. Journal  editors  then 
select  and  present  to 
Journal  readers  what  is 
most  significant,  most 
important  to  people  like 
you. 

To  get  The  Journal 
delivered  to  your  home  or 
office  every  business  day,  just  fill  out  and  mail 
in  the  attached  reply  card.  Or,  if  the  card  has 
already  been  taken,  write  to  The  Wall  Street 
Journal,  200  Burnett  Road,  Chicopee,  Mass. 
01021.  We'll  bill  you  later. 

Should  you  read  The  Journal  ?  There's  no 
answer  but  "Yes. "  PW!|V| 

The 
Wall  Street 
Journal 


LEASING  TRUCKS  CAN  BE 
BETTER  THAN  OWNING  TRUCKS 
IF  THEY'RE  HERTZ  OJ.TRUCKS. 


SPECIALISTS  IN  LEASING  BIG  FLEETS  OF  BIG  TRUCKS. 

Hertz  has  over  50  years  and  hundreds  of  millions  of  miles 
of  experience.  So  we  know  how  to  keep  your  trucks  on-the-job. 


HERTZ  OJ.TRUCKS  TAKE 

THE  HEADACHES  OFF  YOUR  HANDS. 

Purchasing  and  disposing  of  vehicles,  licensing, 
fuel  tax  reports,  government  regulations,  etc. 
can  be  a  troublesome  and  expensive  business 
for  you.  But  to  Hertz  Trucks,  it's  our 
only  business. 


OWNERSHIP  MEANS  HEAVY 
UP  FRONT  CAPITAL 
INVESTMENT  AND  ESCALATING 

MAINTENANCE  COSTS. 

Leasing  can  free  working  capital.  And 
it  can  free  you  from  the  burdens  of 
managing  and  maintaining  trucks. 


□  Please  send  me  the  free  12  page  color 
brochure. 

□  I'm  interested  in  further  information  on 
Hertz  Trucks.  Mail  to  Edward  H.  Blickstein, 
Vice-President,  Sales,  Hertz  Trucks, 
660  Madison  Avenue,  New  York,  N.  Y.  10021 
or  call  collect  (212)  980-2182. 

Name  


"O.J.  Thicks  Mean 
On-The-Job  Thicks." 


The  economies  of  kas 


OWNING  OR  LEASING? 
SEND  FOR  THE  BOOK 

THAT  HELPS  YOU  DECID 

The  Hertz  O.J.  Truck  team 
performs  so  many  services, 
you  could  write  a  book  on 
them  all.  So  we  have.  Send 
for  this  free  12  page,  full 
color  booklet  before  you 
reach  a  decision. 


Address. 
City  


.State. 


Gompany_ 
Title  


_Zip_ 


HertzTruck 


ON-f  HE-JOB  TRUCKS 

Hertz  leases  Fords  and  other  sturdy  trucks. 


©  Hen/  System  Inc  '976 
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y  to  several  days.  But  recently 
ion  Carbide,  under  contract  to  the 
ergy  Research  &  Development  Ad- 
listration,  designed  a  process  that 
in  effect  an  integral  part  of  an  as- 
nbly  line.  By  positioning  the  micro- 
[anisms  in  a  pipe  3  feet  to  4  feet 
diameter,  a  plant  can  reduce  its 
3nol  contaminants  to  environment- 
/  acceptable  levels  in  as  little  as 
minutes. 

P  Recovery 

\fter  Consumer  Reports  flagged 
P's  Oil  Treatment  (the  oil  additive 
t  promised  you  the  racer's  edge), 
1  Andy  Granatelli  was  ousted  as 
P's  free-spending,  promotion-mind- 
chief  executive,  STP  Corp.  looked 
though  it  would  have  a  hard  time 
ting  out  of  the  pit  and  back  on  the 
:k.  However,  under  new  man  age- 
nt, sales  of  the  Studebaker- Worth- 
ton  subsidiary  rose  7%  in  1976  over 

preceding  year  to  $69.7  million, 
ile  earnings  increased  65%  to  $6.2 
lion,  or  $1.20  a  share.  That's  still 
dw  the  peak  of  $1.92  per  share 
t  the  company  made  in  1970,  but 
?  definitely  seems  to  be  back  in 

running  again. 

irgy  Flip-Flop 

^he  economics  of  natural  gas  have 
ie  for  180-degree  policy  turn- 
unds.  In  the  late,  free-spending 
>0s,  marketing-oriented  Southern 
ifornia  Gas  Co.  encouraged  its  cus- 
lers  through  bill  stuffers  to  buy 
io  heaters,  torch  lights,  grills,  air 
ditioners  and  the  like  powered  by 
in,  efficient,  plentiful  gas.  But  the 
iral  gas  shortages  of  the  1970s 
e  not  led  the  company  to  drop  its 
•stuffer  advertising.  Instead,  today 
riarkets  gas-saving  appliances  like 
dal  shower  heads  that  save  water 
water-heater  insulation  blankets 
t  cut  gas  usage. 

h,  Beautiful  Prose  Dept. 

[n  spite  of  the  United  Rubber 
rkers'  140-day  work  stoppage  in 

U.S.  in  1976,  Uniroyal  was  able 
continue  operations  without  the 

of  a  major  customer,"  boomed 
royal  Chairman  David  Beretta  in 
;ar-end  statement,  adding  that  the 
v-down  of  significant  amounts  of 
:ntories  during  the  year  permitted 
itter  balance  with  operations.  The 
res  were  a  good  deal  sadder, 
[lings  were  a  mere  $20.1  million, 
ti  13%,  on  6%  higher  sales  of 
t  billion.  Dividends  were  only  50 


Insider  Alert . . . « 

Alerts  you  to  news  BEFORE 
it  becomes  news 


We  are  the  newsweekly  that  reports  on  what  THE  INSIDERS  ARE  DOING.  What  they  are  buying. 
What  they  are  selling.  And  you  get  the  news  while  it  is  still  news.  If  a  transaction  is  filed  on  Thursday,  we 
give  it  to  you  the  following  week.  That's  five  weeks  ahead  of  SEC  publications. 

Each  week  we  report  over  400  insider  trades  and  144  Letter  Stock  filings  compiled  by  our  Washington 
reporter  who  checks  the  SEC  records  every  day.  At  our  110  Wall  St.  office,  Richard  Moran  analyzes  and 
investigates  the  more  significant  trades.  He  calls  the  companies.  He  calls  the  buyers  and  sellers.  He  calls 
the  analysts.  This  is  our  "INSIDER  ALERT"  column.  It  REPORTS  to  you  what  is  BEHIND  the  insiders' 
transactions.  Puts  you  a  step  ahead  of  the  pack. 

For  example,  in  our  October  14th  issue  we  published  a  lead  article  entitled,  "Liquidation  Next  at  Booth 
News?"  On  October  22nd,  The  Times  Mirror  Company  offered  $40  a  share  for  Booth's  outstanding 
shares.  (On  October  14th  Booth  shares  were  selling  around  528.)  On  October  27th,  S.I.  Newhouse  of- 
fered $47  a  shaie.  The  rest  is  history!  This  is  the  kind  of  factual  information  our  readers  get  and  interpret 
for  themselves  regularly.  Shouldn't  you  be  getting  it  too? 

ALSO:  MARKET  LETTERS  DIGEST.  ELIOT  JANEWAY,  "THE  INVESTIGATORS  ". 


Call 
Toil-Free 

(800) 
221-4288 

(in  N.Y.  State, 
212-344-4242) 

Use  your  Bank 
Americard  or  Master 
Charge  to  start  your 
subscription  TODAY 


(THE^  OCHRpNiaE) 

110  Wall  Street.  New  York,  N.Y.  10005 
□  $9  for  five  issues  (Payment  must  be  enclosed)  □  52  issues  $47 


Name 


Address 


City  

ONE:  D2F01X 


-State 


Zip 


Get  to  know  Conrac... 

i 


v 

p 

before  you  dial  Sao  Paulo 

It's  a  good  idea  to  get  to  know  Conrac.  Our  Alston  Division  helps 
keep  your  phone  bill  down  by  enabling  the  telephone  industry 
to  get  maximum  utilization  of  their  plant  and  equipment  to  help 
reduce  capital  expenditures.  Telecommunications  is  only  one 
of  the  rapidly  growing  industries  where  Conrac  is  a  basic  manu- 
facturer and  marketer.  If  you  know  a  telephone  traffic  engineer, 
ask  him.  He  knows  us  well... and  the  better  you  know  us,  the 
better  you'll  like  what  we  can  do  for  you. 

CONRAC 

Write:  Conrac  Corporation,  330  Madison  Avenue,  New  York,  N.Y.  100  i  7. 
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A  return  to  elegance. 

Supple,  softer,  lighter  weight  calfskin  superbly  fashioned 
by  Foot- Joy  in  a  new  style  that  is  one  of  the  highlights 
from  our  1977  golf  shoe  collection. 
Shown  here  in  brandy  tan  and  also  available  in 
antique  burgundy  or  white.  At  your  golf  professional's  shop. 

fOOtJqy@0  Golf  Shoes 

Fool-Joy.  Inc.;  Brockton.  Mass.  02403 


MILLIONS  WANT  TO  QUIT 
SMOKING  OR  LOSE  WEIGHT. 
Now,  a  proven  method  for 
smoking  and  weight  control 
can  be  yours  to  operate  as 
YOUR  OWN 
INDEPENDENT  BUSINESS. 

A  commercially-proven  and  medically- 
accepted  method  for  smoking  and  weight 
control  can  be  yours  to  operate  as  a 
lucrative  business. 

This  is  not  a  franchise  or  dealership. 
It  is  a  business  you  own  outright.  You 
can  combine  it  with  your  existing  busi- 
ness or  practice.  Purchase  includes 
everything  needed  — equipment,  manu- 
als, forms,  administrative  procedures  — 
and  personnel  training  at  your  location. 

You  need  no  special  experience.  And 
our  smoking  and  weight  control  center 
takes  up  very  little  room.  It  can  be 
operated  from  your  home,  office,  or  med- 
ical practice.  Financing  and  investment 
tax  credits  available.  Get  the  full  facts 
today. 

Send  for  free  brochure  that  gives  full 
details.  No  obligation. 

Medi-Health  Systems,  Inc.,  Dept.  F 
433  N.  Camden  Drive 
Beverly  Hills,  Calif.  90212 

Please  send  free  brochure: 


L 


Name  

Address. 
City  


.State. 


-Zip_ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F--1826 
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cents  in  1976,  compared  with  197. 
65  cents. 

How  To  Cool  It 

In  an  unusually  tough  conservati 
move,    New    Jersey's   Atlantic  C 
Electric  Co.  is  asking  the  right 
withhold  electric  service  from  a  m 
customer  who  installs  an  inefficient 
conditioner.  The  standard  set  wot 
be  high  enough  so  that  it  could 
met  by  only  40%  of  the  room  un 
now  manufactured.  The  proposal) 
before  the  New  Jersey  Public  Utiliti 
Commission   and  should  get  act] 
soon,  perhaps  with  a  little  help  fri 
the    past    Administration.  Virg 
Knauer,  President  Ford's  special 
sistant  for  consumer  affairs,  had 
gled  out  Atlantic  City  Electric 
"pilot  test  for  the  nation."  Knau 
contention  was  that  the  test  would 
especially    significant    for  the 
Belt,   where   air-conditioning  is 
and  away  the  biggest  consumer 
electricity. 

Mail  in  Manhattan 

Messenger  services  are  booming 
New  York  City  as  postal  service 
comes  slower  and  slower.  For  instaij 
if  a  reporter  at  the  Christian  Scie 
Monitor  office  at  47th  Street 
Fifth  Avenue  wants  press  releases  | 
livered  from  Goodyear's  public 
tions  office  in  Rockefeller  Center, 
four  blocks  away,  it  can  take  as  m 
as  five  days  to  get  them  there  if 
make  the  trip  starting  at  the  h 
Rockefeller  Center  post  office, 
result  is  that  journalists  often 
that  invitations  to  press  conferei 
arrive  after  the  event  has  alrj 
occurred. 

Paint  It  Warm 

A  British  firm  has  come  up  wirj 
interesting  way  to  warm  chilly  ro 
or  even  icy  roads:  a  silicate-bi 
paint  that,  sprayed  or  brushed 
most  building  materials,  will  com 
electricity  and  heat  up  in  the  proj 
The  paint's  normal  temperature 
wall  heating  is  104  degrees  Far 
heit,  but  this  can  be  changed  by 
justing  the  current.  The  maker  el 
that  maintenance  is  usually  nil,  s 
the  surface  does  not  damage  e 
and  small  damaged  areas  do  no 
feet  operating  efficiency.  The  pai 
said  to  use  less  power  than  con 
tional  electric  heating  systems.  It 
also  be  covered,  after  it  has  driee 
four  hours,  with  an  emulsion  or 
wallpaper.  ■ 
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We  owe 
our  success 

to  Xerox. 


The  best  customers  for  the  Savin  770  plain 
paper  copier  have  proven  to  be  former 
Xerox  users.  In  fact,  one  out  of  every  two 
copiers  we  place-  replace  a  Xerox.  We're 
not  surprised.  We  make  the  most  reliable 
copier  on  the  market-it's  practically  jam 
proof!  That's  because  of  our  simple  paper 
path.  In  our  machine,  a  copy  travels  a  mere 
twelve  inches  from  beginning  to  end.  In 
some  of  our  competitor's  machines,  copies 
twist  and  turn  a  distance  of  over  four  feet, 
and  often  end  up  not  surviving  the  trip 
at  all. 

Another  reason  for  our  success  are  the 
copies  themselves.  The  Savin  770  plain 
paper  copier  has  a  mind.  An  electronic 
brain  reads  every  original  first,  and  then 
automatically  makes  whatever  adjustment 
it  thinks  necessary  to  give  clean,  clear, 


2 


needle  sharp  copies  every  time,  whether 
you  copy  on  one  side  or  two.  Our 
competitor's  copiers  are  brainless--they 
just  do  what  they're  told.  Whatever  the 
reasons,  the  results  are  clear.  This  is  the 
most  successful  period  in  our  history,  and 
we  would  like  to  acknowledge  the  help 
we've  received  in  achieving  it.  Thank  you 
Xerox.  We  couldn't  have  done  it 
without  you. 


For  more  information  on  the  Savin  770 
plain  paper  copier  contact  your  local  Savin 
representative  or  fill  out  and  mail  this 
coupon.  You'll  be  amazed  at  how  much 
more  you  can  get  out  of  your  copier- -for 
less  money. 

Savin,  Valhalla,  N.Y.  10595 

Name/Title  

Firm  


SAVIN 
BUSINESS 
MACHINES 
CORPORATION 


Telephone. 

Address  

City  


State. 


J£ip_ 


®Savin,  and  Savin  logotype  are  registered  trademarks 

of  Sa"in  Business  Machines  Corporation. 
©Xerox  is  a  registered  trademark  of  Xerox  Corporation. 
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Roof  Inspection 

The  worst  winter  in  100  years  is  over 
but  it  probably  has  caused  damr.ge 
to  your  roofs. 


A  Randustrial®  Roofing  Consultant  will 
inspect  your  roof  Free  of  Charge.  He  will 
give  you  a  written  report  of  its  condition 
along  with  recommendations  for  repairing 
it  economically.  Randustrial®  will  loan 
you  Roof  Spray  Equipment  Free  to  do 
the  work  with  your  own  labor— no  need  to 
hire  expensive  contractors.  Check  coupon 
below  for  your  FREE  Roof  Inspection 
and/or  a  FREE  copy  of  our  64  page 
Roofing  Catalog. 

□  FREE  Roof  Inspection 

□  FREE  64  page  Maintenance  Catalog 

Name,  Title 

fVirr»pany 

Address  


City,  State,  Zip. 
Telephone  ,,, 


Randustrial.  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave./Cleveland,  Ohio  44120 
 (216)  283-0300 


WOd§  CLASSIFIED 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 


POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  94-95 
of  this  issue  for 

CLASSIFIED 


Readers  Say 


Gas  Tax  Inflationary? 

Sir:  You  have  been  a  rather  con- 
stant advocate  of  increasing  gasoline 
prices  as  a  means  of  conservation 
since  the  energy  crisis  became  ap- 
parent (Pact  and  Comment,  Feb.  1). 
A  major  factor  in  our  double-digit  in- 
flation recently  was  the  OPEC-im- 
posed  oil  price  increases.  Your  posi- 
tion would  contribute  to  inflation. 
This  increase  in  the  consumer  price 
index  would  trigger  wage  and  pen- 
sion increases,  which  would  trigger 
more  increased  prices,  and  away  we 
go  again. 

—James  M.  Fahcy 
Casselberry,  Fla. 

Sir:  Would  it  work?  The  huge  in- 
creases in  petro  prices  have  not  re- 
duced use  on  a  long-term  basis,  nor 
have  they  brought  about  a  more  sen- 
sible energy  policy. 

—T.P.  Magilligan 
Berkeley,  Calif. 

Sir:  You  have  to  be  as  wild-eyed 
as  they  come  to  recommend  channel- 
ing more  tax  money  to  the  govern- 
ment instead  of  letting  gas  prices  seek 
market  level  so  that  those  who  can 
do  the  job  get  the  money  to  provide 
more  energy. 

—Howard  E.  Narlee 
Quincy,  Mass. 

Sir:  Isn't  it  also  time  we  stopped 
literally  throwing  energy  out  the  win- 
dow? In  traveling  all  over  the  coun- 
try, I  observe  office  buildings  under 
construction  with  wall  after  wall  of 
glass.  The  heat  loss  of  a  sealed  dou- 
ble-glass window  is  many  times  that 
of  a  conventional  well-insulated  wall. 

—Edward  R.  Leuba 
Easton,  Conn. 

Sir:  How  the  magazine  can  be  so 
good  and  MSF's  editorials  so  bad  is 
a  real  mystery. 

—Patrick  J.  Logan 
Westlake  Village,  Calif. 


Simply  Providing  A  Service? 

Sir:  Re  your  story  "It's  Expensive 
To  Go  Broke"  ( Feb.  1 )  and  the  ob- 
servation, "Why  you  never  hear  of 
bankruptcy  lawyers  going  bankrupt." 
Lawyers,  accountants  and  others  who 
happen  to  be  experts  in  bankruptcy 
practice  have  been  retained  by  Grant's 
creditors  to  sift  the  ashes  in  hope  of 
finding  something  of  value  which  the 
creditors  may  apply  toward  liquida- 
tion of  their  claims.  The  creditors 


ought  to  look  at  the  doughnut  rathei 
than  the  hole  now  that  their  chestnut! 
have  to  be  taken  from  the  fire. 

-/.  Cheater  WebA 
Webb,  Webb  and  Marti) 
Waltham,  Mass 

Sir:  A  bankrupt  company  contril 
utes  to  everyone  but  the  creditors 
The  "act"  in  the  Bankruptcy  Act  i 
best  defined  by  one  of  Webster's  les 
historical  definitions— i.e.,  a  display  o 
affected,  insincere  behavior. 

—Bert  Simd 
Redwood  City,  Cain 

The  Cost  Of  Charity 

Sir:  Re  your  assertion  of  a  "righfi 
to  know  how  much  of  a  eharitabli 
donation  actually  gets  to  the  intended 
recipient  (Fact  and  Comment,  Fel 
1 ) .  There  is  no  compulsory  donatioi 
and  thus  no  need  for  yet  another  la\l 
or  agency  to  "protect"  us.  An  indivicj 
ual  can  simply  withhold  donation 
from  organizations  which  do  not  pre 
vide  the  information  he  desires. 

—John  L.  Reel 
El  Paso,  Te. 

Sir:  Congress  could  amend  the  ta 
laws  by  excluding  the  administratis 
expense  from  a  charitable  contribi 
tion  in  order  for  it  to  qualify  as  a  d 
duction.  In  short  order  many  eharitj 
would  find  that  to  compete  for  tl 
donor's  dollar,  their  practices  wou 
have  to  change. 

—J.  Clifton  McGohc 
Fort  Lauderdale,  Fl 

Sir:  The  National  Information  B' 
reau,  419  Park  Avenue  South,  Nej 
York,  N.Y.  10016,  provides  detaild 
information  regarding  most  charitaq 
organizations. 

—William  R.  Roscngri 
St.  Paid,  Min 

Editor's  Note:  Up  to  three  NIB  i 
ports  may  be  requested  at  a  tim 
Contributors  to  the  NIB  (Forres 
now  one)  may  receive  any  number 
reports  at  a  time. 

Hurting  Utilities  Hurts  Everyone 

Sir:  The  antibusiness  attitude 
the  Brown  administration  (Jan.  L 
is  very  apparent  in  the  actions  of  t 
Public  Utilities  Commission, 
heavy-handed  decisions  have  ends 
gered  the  state's  future  supply  of  rj 
ural  gas  and  caused  numerous  utilit 
to  have  their  bonds  down-rated, 
addition,    the    commission's  polic 
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Purchase  this  EPA  approved 
waste  treatment  system 

and  modern  utility  plant  for 

almost  half  its  replacement  cost 

..and get  100  acres  free! 


Sanitary  and  industrial  waste  treatment  system 
with  a  capacity  of  over  1,050,000  gallons  per 
day. 

A  modern  utility  plant  providing  steam, 
refrigeration  and  high  and  low  pressure 
compressed  air. 

Four  power  sub-stations  totaling  8300  KVA. 
Dock  facilities. 

10  million  gallon  storage  tanks. 
Rail  siding. 

plus  100  acres  of  property  situated  on  the 
Hudson  River  at  Charles  Point,  only  40  miles 
north  of  New  York  City.  An  excellent  labor 
supply  and  New  York  State  Financing  is 
available. 


For  full  particulars  and/or  a  helicopter  inspection 
call  or  write: 

Richard  M.  Jacobs 

Executive  Vice  President 

Member  Society  of  Industrial  Realtors 


INDUSTRIAL  REAL  ESTATE  SINCE  1890 
1373  Broad  Street,  Clifton,  N.J.  07013 


In  New  Jersey:  (201 )  473-3400 
Out-of-State:  (800)631-8584 


Honeywell  announces  a  free 
computer  analysis  of  your  buildings 
energy  saving  potentials 


Don't  be  put  off  by  the  length 
of  our  computer  questionnaire. 
Consider  it  an  indication  of  the 
completeness  and  reliability  of 
our  analysis.  Ask  your  building 
manager  to  help.  He  should 
have  much  of  this  important  infor- 
mation readily  available. 

What  you'll  get  for  your  efforts 
is  a  customized,  dollars  and 
cents  report  called  The  Bottom 
Line.  And  make  no  mistake  about 
it,  this  is  not  a  mere  sales  bro- 
chure run  off  by  the  thousands, 
which  talks  in  vague  generalities. 
The  Bottom  Line  is  specifically 
about  your  building,  pointing  the 
way  toward  energy  savings  —  and 
manpower  savings  —  that  can 
run  into  thousands,  hundreds  of 


thousands  or  even  millions  oi 
lars.  In  fact,  we  recently  showl 
a  community  college,  a  hospil 
an  electronics  firm  how  they 
could  save  $59,625,  $61.595 1 
$21 1 ,406.  All  in  just  one  yean 
So  you  see,  we  wouldn't  put  oi 
selves  —  nor  you  —  through  susi 
a  lengthy  data-gathering  proa! 
anything  less  important. 

Our  experience  tells  us  tH 
the  hard,  cold  facts  and  figure 
about  your  energy  costs  will  s 
with  the  greatest  impact.  And 
frankly,  we're  confident  that 
bottom  line  figures  will  indie: 
that  action  should  be  taken  t 
realize  your  energy-saving  pot 

When  that  time  comes, 
Honeywell  people  can  help  y 
apply  management  discipline 
to  your  building  through  the 
advanced  control  techniques! 
planned  preventive  mainteni 
or  our  Delta  building  central 
control  computer. 

But  for  now,  let's  take  fu 
things  first.  Let's  find  out  how 
you  can  save. 


Fill  in  this  Honeywell  computer  questionnaire  for  a 
ree  bottom  line  analysis  of  your  building's  energy  saving  potential. 


Instructions 


.  Please  print  an  answer  for  every  question  (even  if  it's  NA  — 
ot  applicable). 

.  If  you  have  several  buildings,  each  with  its  own  electric,  fuel,  or 
urchased  energy  records,  use  a  separate  survey  form  for  each 
uilding. 

.  If  you  have  a  multiple-building  complex,  with  a  single  energy 
jst  total,  use  this  total  in  filling  out  the  survey  form 
.  Mail  this  completed  questionnaire  to: 
IONEYWELL,  Commercial  Division, 
>ept.  N303  Minneapolis,  MN  55408 

This  offer  valid  only  in  the  United  States  and  Puerto  Rico. 

Executive  Requesting  Data 


tie  

Hpinizatipn  - 
ifaress  


Energy  History 


Year  of  energy  history  19  

Number  of  months  covered  

Total  amount  of  electricity  used. 
Total  cost  of  electricity  $  


-(maximum  12  months) 
 kwh 


What  %of  the  above  electrical  cost  is  demand  charges- 
Total  amount  of  natural  gas  used - 


— A> 


lOOcu  ft.  □   thermsD  l.OOOcu.ftD 


Total  cost  of  natural  gas  $  

Total  amount  of  fuel  oil  used . 

Total  cost  of  fuel  oil  $  

Type  of  fuel  oil  #  


-gals 


Total  amount  of  purchased  steam- 
Total  cost  of  purchased  steam  $  


.rnlbs 


Total  amount  of  purchased  chilled  water- 


million  btu  D   ton/hrs  D 


ity. 


i  Code 


-Telephone  Numhe 


Total  cost  of  purchased  chilled  water  $  

Total  cost  of  fuel  or  purchased  energy  for  heating  only 

$  

Is  this  an  all-electric  building 7    Yes  Q   No  d 

Chilled  Water  Plant 


Building  Data 


iilding  name- 

IdfeSS  


Electric  drive  centrifugal  capacity  

Steam  turbine  centrifugal  capacity- 
Absorption  machine  capacity  

Reciprocation  machine  capacity  


-tons 
-tons 
-tons 
-tons 


Interior  Lighting 


rson  in  charge  of  physical  plant. 


Total  1CW  of  installed  lighting: 
Fluorescent  kw 


Incandescent 


-lew 


Iross  floor  area  heated  or  cooled- 


-sq.  ft. 


[umber  of  floors,  including  basement- 


ype  of  building:  Office  □  Store  □  College  □  Apt. -Hotel  □ 
ihurch  □  Industrial  □  Hospital  □  School  □ 
)ther  □  


Hours  per  week  lighted  space  is  fully  occupied": 

Fluorescent  hrs/wk  Incandescent  

Hours  per  week  lights  are  on: 

Fluorescent  hrs/wk  Incandescent  

Lights  are  on  during  unoccupied  hours  because  of: 
Janitors  □   Overtime  □   Both  □   Other  □ 


_hrs/wk 
-hrs/wk 


Space  Conditioning  Equipment  and  Schedules 


Double  Duct  Single  Zone  Variable  Air  Perimeter  Packaged  Room 

or  Multizone  Reheat  Htg  and/or  Volume  Induction  Heating  and/or 

Systems  Systems  Cooling  Systems  Systems  Systems  Cooling  Units 


Dtal  HP  all  air  handling  fans: 


.hp 


.hp 


.hp 


.hp 


.hp 


-hp 


atal  CFM  handled: 


_cfn 


_cfr 


_cfn 


_cfn 


-cfn 


_cfm 


linimum  %  of  outside  air. 


3tal  hours  HVAC 
"kits  run  each  week: 


_hrs 


_hrs 


)tal  hours  per  week  spaces 
rved  are  fully  occupied:* 


_hrs 


.hrs 


_hrs 


_hrs 


_hrs 


)tal  cooling  capacity  for 
VAC  units  having  inter- 
(1  refrig  compressors: 


kw  btu  tons 
□    □  □ 


kw  btu  tons 
□    □  □ 


kw  btu  tons 
□    □  □ 


kw  btu  tons 
□    □  □ 


kw  btu  tons 
□    □  □ 


kw  btu  tons 
□    □  □ 


building  occupied  on  weekends?  Yes  D  No  D 
mp.  normally  maintained  during  cooling  season . 


the  temperature  set  back  at  night  during  the  heating  season 7    Yes  CD   No  D 


Number  of  holidays  and/or  shutdown  days  per  year  

 °F      Heating  season  daytime  temp,  (normal  setting) 


-days 
_°F 


*Do  not  include  hours  for  janitonat  service  or  casual  overtime 


 , — .  


it's  good  business  to  run  a  fine-tuned  building* 


Honeywell 


*** 

 —   

l^rw^lFl  Riff  fTt^f  MPf 

V       -  II 

iff  T TflMFTii Hi  L 

The  never-ending  search  for  perfection 
is  what  makes  our  grand  hotel  so  grand. 


Behind  all  the  red  carpet  and 
mellow  paneling  in  our 
lobby,  you'll  find  a  staff  of  pro 
fessional  perfectionists 
that  only  a  product 
manager  could  love. 

They're  charged 
with  keeping  Marriott's 
Essex  House  the  grand- 
est hotel  in  New  York. 
And  they  do  spend 
money!  Recently,  for 
example,  they  made  a 
major  capital  investment 
in  a  new  telephone  system. 

We  maintain  a  self- 
critical  objectivity 
about  our  beautiful, 


world-famous  landmark  hotel  on 
Central  Park.  That's  why  the 
serenity  of  our  rooms,  the  tender- 
ness of  our  entrees  and  the  tem- 
perature of  our  coffee  are  all  in 
proportion  to  the  tariff  we  must 
charge  to  stay  on  top.  We  think 
it's  the  only  way  to  run  a 
hotel  in  this  town.  And 
our  guests  agree. 
We  haven't  forgotten  that  a 
good  value  can  only  be  prom- 
ised once.  If  it  isn't  delivered, 
there  is  no  second  chance. 
And  that,  in  a  nutshell, 

Wfirrinf  t  <i     's  w^y  we  ^  never  arjan- 

t? c err v  iirii  Tcr  don our search for 
ESSEX  HOUSE  perfection. 


New  York's  Grand  Hotel 

760  Central  Park  South.  New  York  10019 
For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Telex  12-5205. 


FLORIDA 


means  business  when  it  says. 
"WE  WANT  YOUR  BUSINESS " 


Reubin  O'D  Askew 
Governor  State  ol  Florida 


No  "its,  ands  or  maybes",  Florida  is  interested  in  having  your 
plant  or  business  located  in  the  Sunshine  State. 

Our  professional  staff  is  at  your  service. 


Write: 

Joe  Hennessy,  Director 
Division  of  Economic  Development 
Florida  Department  of  Commerce 
107  W.  Gaines  Street,  Room  882  h 
Tallahassee,  Florida  32304 
(904)  488-5507 


THE  PLACE  TO  BE 


Readers  Say 


will  slowly  but  surely  result  in  a  se 
ond-rate  telecommunications  system 
the  state.  The  state  cannot  prosp 
without  financially  sound  utilities. 

—Delwyn  C.  Williai 
Vice  President  and  Treasun 
Continental  Telepho\ 
of  Calif  orn 
Bakersfield,  Col 


North  Carolina,  Too 

Sir:  Re  your  remarks  concern^ 
New  Jersey's  Commissioner  of  Insu 
ance  and  his  heavy-handed  dealinj 
with  insurance  companies  (Fact  ai 
Comment,  Feb.  1).  You  overlook^ 
North  Carolina;  there  has  been  i 
change  in  automobile  collision  rat 
since  1969  and  only  a  small  one 
automobile  liability  rates  in  1973. 

—Thomas  Craig  Watson  i 
Gastonia,  NS 


Not  So  Low 

Sir:  In  your  Jan.  1  issue,  FMfll 
1972-76  common  stock  price  ran 
was  stated  as  28%  to  17s.  The  com 
figures  were  28%  to  9. 

—Bart  R.  van  E 
Vice  Presidei 
Treasurer  and  Secreta 
FMC  Ca 
Chicago, . 

More  Understatement 

Sir:  Re  "British  Understatement 
Ever  A  Delight"  (Fact  and  Comme\ 
Jan.  15).  You  didn't  even  have  to  j 
to  London  to  see  this  "civilized" 
quest:  Gump's  in  San  Francisco  plac 
discreet  notices  amid  its  glasswaj 
"Please  Try  Not  To  Touch." 

—Lydia  Ainsl 
New  York,  M 

Sir:  The  wording  on  top  of 
Schweppes  bottle  is,  "Please  Dispq 
of  Thoughtfully." 

-Paul  G.  Zad 
Pennsaukcn,  IS 


A  Million  At  A  Time 

Sir:   Re  the   American  Heriti 
Dictionary  and  its  definition  of  C< 
gress  (Fact  and  Comment,  Feb. 
I  wonder  if  Ogden  Nash  had  it  wr 
he  wrote:  "I'm  a  debit  to  my  coun 
but  a  credit  to  my  dad,/ The  most 
pensive  senator  the  nation  ever  ha< 
I  remember  daddy's  warning  that  ri 
ing  is  a  crime/ Unless  you  rape 
voters  a  million  at  a  time." 

-Robert  W.  Rii 
Editor  and  Publisi 
The 
Littleton,  Ct 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


IT'S  NOT  THE  BITTER  WINTER  THAT  COULD  COOL  THE  ECONOMY 

It's  the  possibility  of  heating  up  inflation. 

PUT  SOLAR  HEATING  PANELS  ON  THE  WHITE  HOUSE  ROOF 

That'll  give  a  real  boost  to  one  worthwhile  way  to  save  energ) 

WHEN  CARTER'S  SON  VISITED  BLIZZARD-OBLITERATED  BUFFALO 

he  explained  he  was  there  because,  "I  think 
people  realize  that  Dad  can't  go  everywhere." 
From  what  we've  seen  so  far,  I  wouldn't  bet  on  it. 

DON'T  GIVE  UP  THE  CRUISE  MISSILE 

SALT  talks  should  succeed  without  our  forgoing  the  our  capability  of  a  devastating  retaliatory  counterstrike. 
evelopment  of  the  cruise  missile,  which  by  every  indi-         That's  what's  keeping  the  peace. 

ation  is  the  least  costly,  most  effective  system  for  in-         With  the  cruise  missile  we  can  stay  more  than  strong 

iring  that  a  Russian  atomic  first  strike  won't  strike  out  enough  without  going  broke. 

ARE  INTEREST  RATES  HEADED  UP? 

The  other  day  Gulf  Oil's  powerful,  outspoken  New  The  case  of  the  Downers  is  persuasively  made  by  Steve 

room,  Jerry  McAfee,  lunched  here  with  seven  Forbes  Forbes  in  his  editorial  that  follows  these,  and  by  Forbes 

ditors  and,  in  between  the  myriad  questions  asked  of  economics  editor  Ben  Weberman  (see  p.  82). 

im,  he  shot  this  one  to  us:  "Which  way  are  interesl  I  hope  he's  right  and  I'm  wrong. 

*tes  headed?"  But  I  fear  that  the  rate  of  inflation  is  headed  up  enough 

Six  of  our  seven  said  Down;  I  opined  Up.  to  bring  up  rates  of  borrowed  money  along  with  it. 


IS  IT  DANGEROUS  SELLING 

No. 

Experience  to  date  indicates  that  Soviet  purchase  of 
'hole  factories  and  some  of  our  more  advanced  manufac- 
lred  products  more  endangers  their  system  than  our  own. 

When  the  U.S.S.R.  has  to  buy  whole  factories  from  the 
•ee  industrialized  nations  of  the  West— and  mostly  the 
LS.A.— to  make  cars  and  trucks  and  tractors,  it  visibly, 
owerfully  tells  their  own  people  something:  that  com- 
ninism  and  commissars  and  the  whole  system  can't  come 
p  with  stuff  comparably  good,  remotely  competitive  in 
utput,  efficiency,  technology. 

A  few  years  ago,  I  visited  Warner  &  Swasey  and  talked 


RUSSIA  OUR  KNOWHOW? 

with  then-CEO  Dr.  James  Hodge  who  was  fresh  back 
from  a  Russian  visit  with  a  group  of  U.S.  machine  tool 
makers.  There  are  no  greater  capitalist  enthusiasts  or 
greater  communist  unenthusiasts  than  the  successive  man- 
agements of  this  U.S.  machine  tool  giant. 

In  response  to  my  questions,  Doc  said  they'd  be  happy 
lo  sell  Russia  any  of  their  latest,  most  sophisticated  ma- 
chine tools: 

"We  were  given  a  tour  of  their  plants,  and  I 
never  saw  such  archaic  and  inefficient  operations  in 
any  industrial  country,  including  some  of  Russia's 
postwar  satellites.  What  happens  is  this:  After 
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endless  committee  meetings,  they  finally  freeze  on 
a  machine  tool  design.  Then  they  tool  up  to  make 
it.  Quotas  are  established  and  for  year  after  year 
they  go  on  punching  out  that  same  machine  tool. 
Meeting  the  quotas  is  a  far  higher  priority  than 
introducing  improvements.  As  a  result,-  their  ma- 
chine tools  are  outdated  almost  before  they  are 
made  and  distributed.  No  one's  rewarded  for  im- 
provements, only  for  exceeding  quotas.  There's  ob- 
viously no  competition,  no  incentive. 

"By  the  time  they  agree  on  the  purchase  of  the 
latest  American  technology  in  the  machine  tool 
field  available  to  them  and  get  in  production,  we 


will  always  he  five  years  down  the  road  in  techno- 
logical advances." 
Supersecret  military  weaponry  systems  and  hardware  arc 
something  else.  Russia's  moon  shots,  latest  MIGs  and  the 
like  indicate  the  Reds  cither  don't  need  or  don't  know  how 
to  steal  and  produce  die  most  advanced  military  weapons. 

But  the  system  of  communism  itself,  with  its  emphasis 
on  inccntiveless  shared  sameness  simply  doesn't  produce 
the  goods. 

Meeting  people's  needs,  trying  to  fill  some  of  their  wants, 
is  at  the  bottom  of  the  list.  Selling  prefabricated  U.S.  fac- 
tories and  updated  industrial  products  probably  compli- 
cates their  problems  more  than  it  solves  them. 


Overheard  in  a  Restaurant: 

A  YOUNG  MAN  QUOTING  HIS  PROFESSOR 

"Justice? 
"Justice? 

"If  you  want  justice  you  should  he  in   Divinity  school, 
not  Law  school!" 


MAKING  A  WILL  DOESN'T  MEAN  YOU'RE  WILLING  TO  PASS  ON 


To  die,  that  is. 

But  not  making  a  will  doesn't  mean  you  won't. 

It  just  means  you've  messed  things  up  thoroughly  for 
those  left  behind. 

It's  all  well  and  good  for  a  Howard  Hughes  to  thus  de- 
vote his  countless  billions  to  the  welfare  of  lawyers.  Most 
of  us,  however,  think  the  legal  profession  does  quite  well 
enough    without   our   leaving   estates    to    be  consumed 


in  fees  while  we  are  probably  being  consumed  in  Haines 
On  the  vital  importance  of  leaving  a  will,  I've  not  seen  it 
better  said  than  in  Bank  of  New  York's  advertisement: 
"Good  wills  don't  make  it  easier  for 
people  we  love  to  die. 

"Good  wills  make  it  easier  for  people 
we  love  to  live. 

"Is  yours  a  good  will?'' 


HOW  TO  DATE  A  MAN 


If  you  want  to  know  someone's  vintage,  or  your  own 
for  that  matter,  try  to  recollect  the  hit  songs  and  popular 
musicians  of  his— or  your— teen  years. 

The  shattering  validity  of  this  as  a  measure  of  time's 
all  too  swift  passage  was  brought  home  most  vividly  the 
other  day.  A  college  classmate  came  across,  then  sent 
along,  a  1938  issue  of  an  undergraduate  magazine  that  I 
edited.  In  it  were  these  results  of  a  campus  survey: 


ON  SWING  KINGS 
Of  the  recent  recordings,  which  do  you  prefer? 

1.  Begin  the  Beguine  32% 

2.  My  Reverie  30% 

3.  Heart  and  Soul  10% 

4.  Chant  of  the  Jungles  5% 

5.  Miscellaneous  23% 


ELEVEN-YEAR-OLD  DAUGHTERS  CAN  BE  CHALLENGING 


Friends  were  telling  us  all  about  it:  When  their  daugh- 
ter, ten  years  old,  was  given  a  ring  for  Christmas  by 
her  best  friend  and  neighbor,  a  gentleman  of  11,  Moth- 
er explained  that  girls  couldn't  accept  rings  from  boys  at 
that  age,  and  it  was  returned. 

Last  Christmas  when  the  young  man  wanted  to  try  the 
ring,  gift  again,  the  daughter  suggested  that  since  Mother 
had  once  objected  to  a  ring,  "a  necklace  would  probably 

KNOWING 

when  to  keep  your  mouth  shut  is  invariably  more 
important  than  opening  it  at  the  right  time. 
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be  all  right.' 

When  reporting  to  Mom,  daughter  said  her  friend's  jd 
was  such  that  he  had  kissed  her.  To  determine  the  de 
gree  of  severity  in  her.  response,  Mother  thought  she  ha( 
better  know  if  it  had  been  on  the  cheek  (presum  abl 
less  naughty)  or  on  the  lips.  So  she  asked.  "Where  die 
he  kiss  you?" 


Replied  the  young  lady:  "Under  the  piano." 

THE  SMART  MAN  ASKS 

when  he  doesn't  know. 
And,  sometimes,  when  he  does. 

-MALCOLM  S.  FORBES 

Editor-in-Chie 


Other  Comments  

Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Russian  "Efficiency" 

In  Russia,  the  shoe  industry  can't 
seem  to  put  its  best  foot  forward. 
Much  of  Soviet  footgear  is  shoddy— 
and  rejected.  .  .  .  Production  of  wom- 
en's stretch  boots  had  begun  two 
to  three  years  late.  The  output  then 
lay  unsold.  Platform  shoes  met  a  simi- 
lar fate.  Red  tape  trips  up  shoemak- 
ers at  every  stage,  too.  And  poor  co- 
ordination: Hundreds  of  thousands  of 
shoes  once  piled  up  for  lack  of  card- 
board to  box  them.  .  .  .  Factories 
geared  to  volume  output  and  durabili- 
ty can  run  for  years  lacking  buckles, 
fancy  fabrics  that  add  appeal  to 
shoes.  Wasteful  production  is  such  a 
problem  that  it  gets  high-level  atten- 
tion. Moscow  planners'  latest  solution 
for  shoe  woes:  a  plan  for  a  new  tier 
of  bureaucrats. 

-U.S.  News  &  World  Report 
*     *  * 

A  Soviet  trawler  skipper  who  chose 
freedom  in  Sweden  in  1974  told  how 
the  Russian  fishing  fleet  operates.  The 
trawlers  use  fine-mesh  nets  that  catch 


half-grown  fish  and  spawn,  although 
much  of  the  haul  rots  on  board.  What 
the  freezer  vessel  cannot  take  on  board 
is  dumped  in  the  sea,  spoiling  spawn- 
ing grounds  with  rotten  fish.  What  the 
port  facilities  cannot  take  is  dumped 
on  shore,  and,  after  decaying,  is  tak- 
en inland  and  burned.  The  defected 
skipper  said:  "I  estimate  that  only 
one-third  of  Russian  catches  actual- 
ly reach  the  consumer."  That  would 
be  about  par  for  the  Soviet  econ- 
omy. Much  of  Russian  agriculture's 
output  rots  in  the  fields  or  in  storage, 
and  many  factory  goods  are 
defective. 

—Neil  Mclnnes, 
Barron's 

Deluged  by  Regulations 

.  .  .  An  army  of  100,000  regulators 
is  to  be  found  in  11  departments,  44 
agencies,  and  1,240  boards,  commit- 
tees, and  commissions  of  the  federal 
government.  Armed  with  over  6,000 
official  forms,  they  comprise,  in  effect, 
a  fourth  branch  of  government  un- 
foreseen in  the  Constitution.  Their  ad- 


ministrative decisions  and  regulations 
now  number  in  the  trillions,  accord- 
ing to  [former]  Treasury  Secretary 
Simon.  Although  such  rule-making  af- 
fects every  American,  it  is  virtually 
immune  from  scrutiny  by  the  Execu- 
tive Branch  and  increasingly  beyond 
effective  control  of  Congress.  .  .  . 

It  is  estimated  by  White  House  ex- 
perts that  regulation  resulted  in  add- 
ed costs  totaling  $130  billion  in  1975, 
which  is  more  than  $600  for  every 
man,  woman  and  child  in  the  United 
States.  The  Government  Accounting 
Office  calculated  that  $60  billion  was 
sheer  economic  waste  because  the  reg- 
ulations were  defective!  The  complex- 
ity and  verbosity  of  government  reg- 
ulation is  a  source  of  constant  amaze- 
ment. Consider  that  the  Lord's  Pray- 
er contains  56  words;  Lincoln's  Gettys- 
burg Address  has  268  words;  and  the 
Declaration  of  Independence  includes 
1,322  words.  But  a  government  regu- 
lation on  the  sale  of  cabbages  re- 
quires 26,911  words. 

-Robert  H.  Malott, 
Chairman  and  president,  FMC  Corp. 


LONG-TERM  INTEREST  RATES  WILL  BE  LOWER 


at  year-end  1977  than  they  were  at 
the  close  of  1976. 

Banks,  insurance  companies  and 
most  other  sources  of  capital  are 
brimming  with  cash.  Individuals, 
for  instance,  set  aside  in  1975  a 
record  $67  billion  in  their  savings 
accounts;  they  socked  away  an  ad- 
ditional $80  billion  last  year,  set- 
ting another  record.  Savings  should 
show  yet  another  hefty  gain  in 
1977.  Sure,  consumers  are  paying 
more  for  heating,  but  they'll  try  to 
cut  spending  elsewhere.  That  may 
mean  a  sluggish  economy  for  part 
of  1977;  it  won't  mean  a  long-lived 
massive  run-down  on  savings. 

Corporate  balance  sheets  are  in 
far  better  shape  than  they  have 
been  for  years.  Given  the  harrow- 
ing experiences  of  1973-74,  compa- 
nies will  continue  to  make  every 
effort  to  meet  their  money  needs 
from  internal  cash  flows. 

What's  more  important,  many  are 
in  a  position  to  do  so.  Corporations 
are  building  up  cash  far  faster  than 
they're  spending  it.  As  Forbes 
pointed  out  (Jan.  15),  depreciation 
alone  in  1976  almost  matched  out- 
lays for  capital  spending.  If  capital 
and  inventory  spending  pick  up 
this  year,  corporate  borrowing  will 


By  M.S.  Forbes  Jr. 

be  on  a  far  smaller  scale  than  in 
the  past. 

The  federal  deficit?  Even  with 
Carter's  stimulus  package,  the 
amount  of  new  borrowing  by  Uncle 
Sam  won't  significantly  exceed  that 
of  1976.  Unless  Congress  really 
does  go  on  a  spending  binge,  the 
Federal  Reserve  will  be  accommo- 
dating. Moreover,  the  Carter  Ad- 
ministration has  hinted  that  if  Con- 
gress overdoes  it,  the  President  will 
veto  the  legislation. 

Inflation?  The  weather-related 
jump  we're  getting  now  is  a  far 
different  creature  than  that  of 
1973-74. 

In  those  days,  inflation  was 
fueled  from  two  powerful  sources. 
One  was  the  simultaneous  boom  in 
the  economies  of  the  U.S.,  Japan 
and  Western  Europe,  a  condition 
which  certainly  doesn't  exist  today. 

The  second  factor  was  the  qua- 
drupling of  oil  prices  by  the  Or- 
ganization of  Petroleum  Exporting 
Countries.  Fuel  costs  will  be  up 
this  year,  but  of  a  magnitude  no- 
where near  that  of  four  years  ago. 

In  commodities,  the  law  of  sup- 
ply and  demand  is  still  operative. 
Food  prices  rose  sharply  in  1973- 
74,   but   when   supply  improved 


again,  prices  fell.  Unless  the  cold 
and  drought  persist  for  some  time, 
any  current  supply  imbalances  will 
be  righting  themselves  by  year-end. 

One  reason  why  bond  prices 
plummeted  in  January  was  a  lack 
of  buying  on  the  part  of  institu- 
tional investors.  It's  not  that  these 
people  have  run  out  of  money. 
They  are  holding  back  because 
they  expect  higher  interest  rates. 
How  long  can  these  money  man- 
agers be  content  with  4%  to  5%  re- 
turns when  quality  bonds  are  offer- 
ing 8%  to  9%?  If  they  continue  to 
wait,  we're  eventually  going  to  see 
"buying  panics,"  just  as  we've  seen 
in  the  past. 

Because  of  the  experience  of 
1973-74,  people  look  for  the  worst 
in  everything.  Either  the  economic 
recovery  is  about  to  overheat  or 
about  to  abort.  Psychologically  peo- 
ple don't  seem  ready  to  accept  that 
fundamentally  the  economy  is  heal- 
ing well  from  the  ravages  of  re- 
cent years. 

By  late  this  year,  it  will  become 
apparent  that,  despite  the  shocks  of 
the  winter,  the  rate  of  inflation  is 
trending  down.  This,  combined 
with  a  hefty  supply  of  capital,  will 
lower  long-term  interest  rates. 
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Its  nice  going  to  work  knowing 
that  yesterdays  payments  will  automatically 

be  on  your  books  today. 


In-the-know  comptrollers  and 
credit  managers  are  finding  that 
trips  to  work  can  be  a  lot  more 
pleasant  these  days -thanks  to  a 
new  service  called  National 
Check  Transmission. 

In  essence,  National  Check 
Transmission  (NCT)  is  a  com- 
puterized way  of  linking  your 
company  with  all  its  regional 
lock-box  banks  throughout  the 
country.  Our  Computer  Center 


collects  customer  remittance 
information  from  your  banks . . . 
guarantees  confidentiality. . . edits 
the  input... consolidates  it... and 
then  sends  you  a  single  transmis- 
sion that's  customized  to  your 
specifications.  You  receive  it  in 
the  exact  format  needed  for  direct 
entry  to  your  accounts  receivable 
and  credit  management  system. 

NCT  dramatically  bridges  the 
gap  between  billing  and  posting, 
with  24-hour  reporting  on  all 


payments  received  in  a  company's 
lock-box  banks.  And  being  able  to 
post  at  that  speed  is  doubly 
welcome  in  these  days  of  tight 
money.  Besides  speeding  up  cash 
application,  allowing  approval 
of  new  orders,  NCT  also  saves  by 
reducing  your  clerical  workload. 

To  find  out  more  about  this 
time-cutting,  cost-cutting  service, 
give  Roy  Kelleya  call... at 
(617)434-3870. 


For  dollar-stretching  ideas. .*we're  the 
first  people  to  talk  to  ^sr  The  First 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 


Forbes 


The  Assistant 
President   

Bert  Lance,  director  of  the  Office  of  Management 
&  Budget,  is  not  quite  the  artless,  self-mocking 
country  boy  he  appears.  He's  ambitious,  works 
hard  and  lives  well.  But  will  he  burn  himself  out? 


By  MARCIA  BERSS 

The  entrance  to  the  Old  Executive 
Office  Building  in  Washington,  a 
crisp  chip  shot  away  from  the  White 
House,  was  crowded  with  visitors  im- 
patient to  pass  through  the  security 
check  in  the  lohby.  A  guard  spotted 
a  genial  hulk  of  a  man  in  the  throng 
and  motioned  him  forward.  As  he 
passed  by  those  still  waiting,  the  hulk 
turned  and  drawled  pleasantly:  "See? 
It  pays  to  be  big  and  ugly." 

That's  a  fair  specimen  of  the  adroit, 
disarming,  good-old-Georgia-boy  style 
of  Thomas  Bertram  Lance,  45,  Presi- 
dent Carter's  director  of  the  Office  ol 
Management  &  Budget  and,  some  saj  . 
the  "Assistant  President"  of  the  new 
Administration.  On  the  strength  of  his 
title  alone,  any  director  of  the  OMB 
would  be  a  man  to  reckon  with  in 
Washington.  He  controls  the  purse 
strings  that  can  speed,  or  stunt,  the 
growth  of  every  twig  on  the  execu- 
tive branch.  But  as  things  are  getting 
sorted  out  in  the  Carter  White  House, 
Lance  figures  to  be  a  good  deal  more. 
Unlike  many  of  his  predecessors,  Bert 
Lance  is  no  technician.  Beneath  his 
sell -mocking,  country-boy  manner  is 
a  man  of  parts— part  horse  trader,  part 
horse-manure  detector,  part  instinc- 
tive politician.  Lance  also  has  some- 
thing else— the  President's  ear. 

Like  his  boss,  Lance  comes  from  a 
barely  visible  dot  on  the  map,  Cal- 
houn, Ca.,  a  rural  roadstop  of  less 
than  5,000  in  the  Republican  north 
ol  the  state.  He,  too,  is  a  religious 
man,  a  devout  Methodist  who  keeps 
a  Bible  in  his  office.  (His  wife,  La- 
Belle,  his  sixth-grade  sweetheart,  al- 
ready heads  up  a  senior  citizens'  Bi- 
ble study  group  in  Washington.)  And, 
he,  too,  is  unawed  by  the  labyrinthine 


ways  of  the  Washington  bureaucracy. 

There,  however,  the  comparison 
stops.  Carter  is  physically  trim  and 
compact.  Lance  is  big— 6  feet  4,  235 
pounds.  Carter  is  an  introvert;  Lance 
is  a  back-slapping  extrovert.  He  en- 
joys the  good  life,  living  high  with  a 
net  worth  of  $2.6  million— with  four 
homes,  including  a  $500,000  Atlanta 
mansion,  a  $300,000  house  on  Geor- 
gia's exclusive  St.  Simon's  Island  and 
a  rented  town  house  in  Washington's 
ritzy  Georgetown  section.  Some  Geor- 
gians whisper  that  he  might  be  living 
over  his  means. 

Directing  the  OMB  would  seem  to 
be  a  full-time  job  in  itself.  In  addi- 
tion to  preparing  the  federal  budget, 
OMB  is  the  President's  clearinghouse 
tor  legislation  the  executive  branch 
wants  to  submit  to  Congress.  But  on 
top  of  these  tasks,  Carter  has  given 
Lance  two  others.  Lance  will  be  the 
President's  chief  congressional  liaison 
man,  the  one  who  cajoles,  persuades, 
educates  and,  when  necessary,  begs 
or  threatens  in  order  to  line  up  votes 
in  the  House  and  Senate  for  the  big 
Administration  programs.  Lance  will 
also  direct  Carter's  promised  reorgani- 
zation of  the  federal  bureaucracy. 

Offbeat 

It's  a  big  load,  and  Carter's  nam- 
ing Lance  to  shoulder  it  contrasts 
sharply  with  some  of  his  Cabinet 
choices.  Among  the  members  of  Car- 
ter's high-ranking  Economic  Policy 
Group,  OMB  Director  Lance  is  the 
only  one  without  a  doctorate.  (In 
fact,  he  dropped  out  of  the  Univer- 
sity of  Georgia  in  his  senior  year. ) 

Lance's  previous  government  ex- 
perience consists  of  three  years  as 
bead  of  Georgia's  Department  of 
Transportation,  when  Carter  was  gov- 


Lance  Of  OMB:  Controlling  every 
last  twig  on  the  executive  branch. 


ernor,  and  one  unsuccessful  run  for 
governor  in  1974.  When  Carter 
named  him  transportation  commis- 
sioner in  1970,  Lance  was  a  banker 
whose  stature  was  growing  fast  but 
still  limited  to  the  area  in  and  around 
tiny  Calhoun.  He  was  president  of  the 
Calhoun  First  National  Bank,  a  post 
previously  held  by  his  wife's  grand- 
father and  uncle.  After  his  defeat  in 
the  Democratic  gubernatorial  primary 
in  1974,  Lance  became  president  of 
the  National  Bank  of  Georgia  in  At- 
lanta, the  fifth-largest  bank  in  the 
state,  and  started  rising  again,  pro- 
moting his  bank  and  pursuing  de- 
posits with  a  style  more  reminiscent 
of  P.T.  Barnum  than  of  J. P.  Morgan. 

It's  a  background  at  odds  not  on- 
ly with  members  of  the  Carter  Cab- 
inet but  with  a  good  many  of  Lance's 
recent  predecessors  in  OMB.  David 
Bell,  Kennedy's  director  of  the  Bureau 
of  the  Budget,  was  a  Harvard  econo- 
mist before  he  took  over  as  head  of 
the  Bureau  of  the  Budget  (as  OMB 
was  once  called;  the  name  was 
changed  in  1970).  Kermit  Gordon, 
Johnson's  first  OMB  chief,  had  been 
an  economist  at  Williams  College. 
George  Shultz  had  been  a  professor 
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Good  Old  Boys:  Carter  and  Lance  in 
1970  with  Lester  Maddox  (right). 


They  Call  It  "Butterfly  Manna":  Bert  and  LaBelie  Lance's  $500,000  home  in 
Atlanta.  Manna,  of  course,  means  "gift  of  Cod."  LaBelie  likes  butterflies. 


(industrial  relations)  at  the  Universi- 
ty of  Chicago  and  dean  of  its  business 
school  before  Nixon  appointed  him. 

In  Lance,  Carter  obviously  has 
chosen  on  the  basis  of  trust  rather 
than  expertise.  "I've  never  sat  through 
a  meeting  with  Bert  where  Carter 
didn't  call  him,"  says  Dan  Pattillo,  a 
wealthy  Atlanta  builder  and  business 
associate  of  Lance.  "All  the  Cabinet 
will  have  to  use  Bert  to  get  to  Carter." 

Carter  had  named  Lance  to  be  his 
commissioner  of  transportation  on  the 
recommendation  of  State  Senator  Bev  - 
erly Langford,  a  lawyer  in  Calhoun 
and  member  of  the  local  bank's  board 
of  directors.  "If  I  were  governor  and 
wanted  a  man  for  the  most  difficult 
job  I  had,"  Langford  had  told  Gov- 
ernor-elect Carter,  "I'd  choose  Bert." 

The  recommendation  surely  car- 
ried more  than  the  usual  political 
weight.  Langford's  daughter  is  mar- 
ried to  Carter's  son  Jack,  who  also 
works  in  Langford's  law  office  in  Cal- 
houn. But  by  1970  Lance  had  al- 
ready begun  to  be  highly  visible  in 
his  own  right  as  a  sort  of  one-man 
rural  development  bank.  At  the  urg- 
ing of  his  wife's  grandfather,  Lance 
had  joined  Calhoun  First  National  in 
1951  as  a  $90-a-month  teller.  The 
bank  was  small  ($7  million  in  assets) 
and  owned  by  "foreigners,"  the  Hamil- 
ton National  Bank  of  Chattanooga 
(now  bankrupt).  In  1960  Lance  per- 
suaded friends  and  neighbors  to  buy 
it.  He  succeeded  his  uncle-in-law  as 
president  in  1963.  Today  Lance  owns 
almost  13%  of  the  stock  of  First 
National,  worth  S1.6  million. 

"When  Bert  became  president  of 
Calhoun  First  National,"  says  Tom 
Bond,  president  of  the  competing 
Gordon  County  Bank,  "it  went 
straight  up."  Agriculture  had  been  the 
economic  mainstay  of  north  Georgia; 


but  years  of  cotton  farming  had  bled 
the  soil.  Only  20  miles  north,  how- 
ever, carpet  mills  were  settling  in  at 
Dalton  (which  calls  itself  "Carpet 
Capital  of  the  World").  The  young 
/32)  banker  went  north,  offering 
high-risk  loans  with  good  financing 
and  an  eager,  nonunion  labor  force. 

The  carpet  industry  is  now  Cal- 
houn's major  employer,  with  nearly 
40  mills  providing  some  7,000  manu- 
facturing jobs.  Lance  began  remind- 
ing other  bankers  of  the  aggressive 
Mills  Lane,  president  of  Georgia's  larg- 
est bank,  Citizens  &  Southern.  He 
surely  showed  the  down-home  Lane 
touch.  To  upgrade  the  area's  cattle, 
Calhoun  First  National  bought  a 
group  of  prize-winning  bulls,  then 
leased  them  out  to  the  ranchers  for 
six  months  at  10%  of  purchase  price. 
Calhoun  First  National  became  "the 
full-service,  bull-service  bank." 

When  Lance  left  the  bank  (locat- 
ed on  the  town's  main  road— Wall 
Street)  in  1970  its  assets  had  qua- 
drupled, to  $38  million.  ("On  a  per- 
capita  basis,"  says  John  Moore  of  the 
Atlanta  brokerage  house  Robinson- 
Humphrey,  "it  was  one  of  the  largest 
banks  in  the  country.") 

Road  Worker 

Taking  over  the  state  transportation 
department  under  Governor  Carter  in 
1970,  Lance  faced  the  same  criticism 
he  hears  now— no  experience  in  gov- 
ernment. It  didn't  much  matter.  For 
more  than  20  years  the  highway  de- 
partment had  been  run  by  a  South 
Georgian  who,  according  to  increas- 
ingly testy  North  Georgians,  doled  out 
roads  the  same  way  presidents  some- 
times distribute  ambassadorships. 

Northerner  Lance  calmed  them 
down  and  cleaned  up  the  8,000-man 
department.  Under  Lance,  each  of  the 


state's  ten  congressional  districts  got 
7%  of  the  highway  building  money, 
the  remaining  30%  discretionary. 
Roadwork  was  done  at  night,  costing 
the  state  more,  but  winning  the 
thanks  of  a  good  many  commuters. 
Commuting  70  miles  each  way  be- 
tween Calhoun  and  his  office  in  At- 
lanta, Lance  would  get  to  work  at 
6:30  a.m.,  earning  the  respect  of  an- 
other early  riser,  the  governor. 

In  time,  Lance  also  got  involved 
in  Carter's  state  government  reorgani- 
zation scheme.  He  honed  his  already 
sharp  memory  in  a  task  he'll  be  per- 
forming a  good  deal  in  Washington- 
remembering  the  first  names  and  per- 
sonality quirks  of  legislators. 

Political  life  agreed  so  well  with 
him  that  Lance  ran  for  governor  in 
1974  with  the  tacit  support  of  Carter 
(who,  under  Georgia  law,  could  not 
succeed  himself).  Offering  himself  as 
a  simple  country  banker,  Lance  held 
a  10%  edge  over  his  nearest  rival  in 
the  Democratic  primary  until  six  weeks 
before  the  election.  Then,  under  pres- 
sure from  his  opponents,  Lance  dis- 
closed his  net  worth.  At  the  time 
it  was  $3.1  million.  The  country-boy 
image  promptly  disintegrated.  Lance 
spent  $1  million  on  the  election  and 
lost  by  a  scant  3%.  "It  still  sticks  in 
his  craw,"  says  one  friend. 

Even  as  Lance  was  losing  the  elec- 
tion, the  National  Bank  of  Georgia 
was  gearing  up  to  become  a  state- 
wide bank  holding  company  under 
legislation  soon  to  be  passed  by  the 
Georgia  Legislature.  It  tapped  Lance 
for  the  top  job.  As  in  Calhoun,  Lance's 
first  move  as  president  of  NBG  was  to 
rally  local  help  and  get  it  away  from 
an  out-of-state  owner,  Financial  Gen- 
eral Bancshares  of  Washington,  D.C., 
which  had  61%  of  the  stock.  The  key 
figure  in  the  deal  was  builder  Dan 
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The  Man  Who:  Lance  on  the  campaign  trail  running  for  governor  of  Georgia 
in  1974.  His  narrow  defeat,  at  a  considerable  cost,  still  rankles. 


Bussing  In  Washington:  The  Lances 
after  he  was  named  OMB  director. 


Pattillo.  When  Lance  called  him  up, 
Pattillo  at  first  thought  Lance  wanted 
a  contribution  to  help  pay  off  his  cam- 
paign debts.  But  Lance  had  other 
ideas  and  pitched  a  deal  over  the 
phone.  Pattillo  picked  up  24%  of  the 
$7.5-million  stock  package.  Lance 
borrowed  money  from  Manufacturers 
Hanover  Trust  to  pick  up  21%. 

Lance  personally  did  the  bank's  ad- 
vertising on  radio  and  television.  In- 
stead of  a  suite  with  a  view  in  the 
32-story  NBG  building,  Lance  pre- 
ferred a  walnut-paneled  office  on  the 
main  banking  floor  next  to  the  tellers 
and  loan  officers,  where  the  public 
could  see  him— and  where  he  could 
see  the  public.  In  two  years,  NBG's 
assets  grew  from  $250  million  to  $400 
million.  Bill  Steme,  chairman  of  the 
Trust  Company  of  Georgia,  the  state's 
third-largest  bank,  jokingly  offered 
Lance  $25,000  to  run  for  the  gov- 
ernorship again. 

Pluses  And  Minuses 

Two  years  or  so  is  not  much  time 
for  taking  the  measure  of  a  banker's 
quality.  But  short  as  Lance's  tenure 
was  at  NBG,  it  was  long  enough  to 
allow  at  least  provisional  doubts  to 
arise:  The  growth  was  good,  but  prof- 
its were  something  else.  In  1975, 
NBG's  noninterest  operating  expenses 
rose  19%,  nearly  four  times  the  rate 
before  Lance  arrived.  The  biggest  fac- 
tors in  the  rise  were  public-relations 
and  business-travel  expenses  (includ- 
ing the  NBG  acquisition  of  Lance's 
campaign  plane  for  his  business  use). 
Nevertheless,  NBG  was  not  stuck  with 
a  lot  of  bad  real  estate  loans  that 
weighed  down  other  banks. 

Still,  the  bank's  return  on  assets 
hovered  below  the  statewide  norms  in 
1975.  "I'm  relieved  he's  gone,"  sighs 
one  NBG  insider.  Adds  a  fellow  bank- 


er: "His  control  on  operating  costs 
was  not  properly  done." 

Last  September,  with  the  Presiden- 
tial election  too  close  to  call,  NBG  had 
a  highly  successful  public  offering— 
451,000  shares  at  16%.  "People  bought 
it  because  of  Bert  Lance,"  says  John 
Moore  of  Robinson-Humphrey.  But 
since  his  departure,  the  stock  has 
dropped  some  five  points. 

Lance  himself  has  his  own  timing 
problems.  Under  Carter's  divestiture 
order  for  all  high-ranking  Administra- 
tion members,  Lance  must  sell  his 
NBG  holdings  by  the  end  of  this  year. 
If  he  sold  his  nearly  200,000  shares 
today,  Lance  would  end  up  with  a 
$1 -million  paper  loss,  compared  with 
what  the  stock  was  worth  last  fall. 
"The  stock's  gone  from  18  to  13  since 
I  left,"  he  says,  "but  it  went  from  6 
to  18  when  I  came  in.  I  only  hope 
it  doesn't  repeat  itself." 

Bert  Lance  likes  to  describe  Presi- 
dent Carter  and  himself  as  fiscal  con- 
servatives who  run  for  election  on  a 
liberal  platform.  The  way  that  worked 
in  the  Presidential  campaign  was  re- 
called recently  by  one  Georgia  banker 
who  followed  it  closely  last  fall. 
"Sometimes  I  felt  Carter  was  going 
too  far  to  the  left,"  he  said.  "But 
Charlie  Kirbo  [Carter's  long-time 
friend,  lawyer  and  campaign  adviser] 
and  Bert  would  go  down  to  Plains  on 
the  weekend  and  talk  to  Carter  and 
straighten  him  out.  So  during  the 
early  part  of  the  campaign  week, 
Carter  would  sound  good.  By  the  end 
"of  the  week,  he  didn't.  Then  Charlie 
and  Bert  would  go  back  down." 

In  Washington,  Lance  cuts  a  con- 
fident figure  and  looks  for  all  the 
world  like  a  man  having  the  time  of 
his  life.  His  self-assurance  extends  to 
a  complete  indifference  about  the  fact 


that  he's  in  the  Executive  Office 
Building  rather  than  in  the  White 
House  proper,  where  his  predecessors 
sat.  "I  guess  they  were  fearful  of  being 
blindsided  by  Cabinet  folks  sitting  in 
there  with  the  President,"  he  says.  "I 
don't  have  that  fear." 

Meantime,  he's  learning— sometimes 
the  hard  way— how  to  choose  his 
words  when  a  congressman,  or  a  re- 
porter, is  around.  In  January,  for  ex- 
ample, just  installed  in  his  office,  he 
estimated  the  1977  budget  deficit  to 
be  "in  the  range  of  $69  billion  to  $70 
billion."  Only  a  few  days  earlier,  Trea- 
sury Secretary  Blumenthal  had  men- 
tioned an  anticipated  deficit  of  $67 
billion  to  $69  billion.  In  Washington, 
where  every  word  uttered  by  men  in 
high  places  is  scrutinized  for  subtle 
hints  and  portents,  some  observers  in- 
stantly found  considerable  meaning  in 
a  perceived  shift  from  $69  billion  to 
$70  billion  and  speculated  that  the 
Administration  was  planning  on  a  big- 
ger deficit  No  such  meaning  had 
been  intended.  Lance  was  just  round- 
ing figures  off,  he  later  explained. 

He's  also  learning  about  the  pace 
in  Washington.  One  of  the  first  things 
to  go,  he  said,  was  the  luxury  of  an- 
swering his  own  telephone  and  re- 
turning phone  calls:  "When  I  am  up 
testifying  and  I  come  back,  the  calls 
are  stacked  up  and  the  desk  is  heaped 
with  briefing  books  that  I  must  some- 
times go  through  between  9  p.m.  and 
the  next  morning." 

Few  people  who  know  him  think 
Bert  Lance  will  last  as  OMB  director 
past  Carter's  first  term.  Some  think 
he'll  run  for  the  Georgia  governorship 
again,  although  1978  may  be  too  soon. 
Whatever  he  does,  itll  be  at  high 
speed.  Says  Pattillo:  "Lance  thinks  the 
object  of  golf  is  getting  around  the 
course  as  fast  as  you  can."  ■ 
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The  Cartel    hat  Never  Was 


Thus  far,  bauxite  producers  haven't  been  able 

to  follow  OPEC's  example  in  controlling  prices.  But  that  may  not 

stop  them  from  trying  again  .  .  .  and  again. 


Last  month,  on  a  hilltop  overlooking 
Discovery  Bay— the  inlet  where  Co- 
lumbus claimed  Jamaica  for  Spain 
nearly  500  years  ago— Prime  Minister 
Michael  Manley,  trim  and  handsome 
in  his  Kariba  outfit,  formally  signed 
the  agreements  that  reclaimed  still  an- 
other portion  of  Jamaica's  natural  re- 
source heritage:  Kaiser  Aluminum  & 
Chemical's  48,189-acre  Jamaican 
bauxite  concession.  The  crowd  of  800 
bauxite  workers  cheered,  and  even 
Kaiser  Aluminum's  gangling,  ruddy- 
cheeked  chairman,  Edgar  F.  Kaiser, 
seemed  to  have  no  cause  for  regret. 

Manley  had  driven  a  hard  bargain, 
acquiring  51%  of  Kaiser's  rich  bauxite 
holdings  at  its  $26-million  book  value. 
But  in  return  Edgar  Kaiser  had  got  a 
stable,  maximum  7.5%  tax  rate  guaran- 
teed to  last  eight  years  and  what 
looked  like  an  assured  supply  of  baux- 
ite to  keep  Kaiser  Aluminum's  Louisi- 


ana alumina  refineries  running  anoth- 
er 40  years.  Alcoa  had  already  signed 
a  similar  agreement,  and  Reynolds 
and  Alcan  were  expected  to  follow  by 
midyear.  Thus  Manley  had  scored  a 
striking  success,  not  only  in  taking 
over  Jamaica's  bauxite  industry  but 
also  in  generating  spectacular  in- 
creases in  Jamaica's  tax  revenues. 

What  Manley  had  not  succeeded 
in  doing,  however,  was  what  would 
have  damaged  Kaiser  and  the  other 
aluminum  producers  far  more— he  had 
not  succeeded  in  creating  the  bauxite 
cartel  that  he  and  Guyana  Prime  Min- 
ister Forbes  Burnham  aimed  at  when 
they  set  up  the  11-member*  Interna- 
tional Bauxite  Association  in  1974. 

Manley  clearly  had  hoped  that  IBA 


"Australia,  Dominican  Republic,  Ghana, 
Guinea,  Guyana,  Haiti,  Indonesia,  Ja- 
maica, Sierra  Leone,  Surinam,  Yugoslavia. 


could  do  for  bauxite  what  OPEC  has 
done  for  oil.  After  OPEC  sent  the  oil 
price  into  the  stratosphere  in  October 
1973,  most  bauxite  producers  faced 
economic  collapse,  unable  to  pay  for 
the  oil  they  needed  to  keep  their 
countries  running.  So  some  of  them— 
most  of  all  Jamaica,  the  world's  sec- 
ond-largest producer— figured  that 
through  collective  action  they  might 
greatly  increase  their  bauxite  taxes. 

The  big  aluminum  companies  were 
willing  to  increase  Jamaica's  take  from 
bauxite  threefold,  but  that  wasn't 
enough  for  Manley.  In  mid- 1974  he 
demanded  government  participation 
in  the  companies'  bauxite  operations, 
and  unilaterally  increased  Jamaica's 
bauxite  levy  sevenfold. 

Jamaica  didn't  attempt  to  set  prices 
as  OPEC  did.  It  couldn't  have.  There 
was  no  real  market  price  for  bauxite. 
Most  of  it  moved  at  cost  from  pro- 


New  Realism:  The  bauxite  agreement  Edgar  Kaiser  (left)  and  Michael  Manley  signed  iast  month  is  supposed  to  last 
40  years.  But  nobody  considers  such  agreements  ironclad  anymore.  They  last  for  as  long  as  the  circumstances  warrant. 


ict  i  to  refiner  or  smelter.  Instead, 
maica  imposed  a  levy  of  7.5%  of 
e  realized  price,  not  of  bauxite,  but 
the  refined  metal.  It  was  a  form  of 
dexation  really,  and  Manley  pro- 
ved further  raises  by  stages— to  8% 
1975,  SH%  in  1976.  The  return  was 
lectacular:  Jamaica's  take  rose  from 
L.80  a  ton  in  1973  to  $15  today. 
In  theory,  the  11  IB  A  members 
ould  have  had  the  consuming  com- 
mies pretty  much  at  their  mercy, 
bey  controlled  a  larger  proportion  of 
e  world's  bauxite— 70%  of  the  world's 
serves,  80%  of  its  production— than 
PEC  did  of  oil.  IBA  supplied  90% 
the  big  U.S.  market,  which,  though 
produced  over  30%  of  the  world's 
uminum,  had  a  mere  0.2%  of  the 
orld's  bauxite  reserves. 
IBA,  nevertheless,  proved  to  be  no 
PEC.  IBA  might  exhort  its  members 
collective  action,  and  Manley  might 
rait  the  way  by  Jamaica's  own  ex- 
nple,  but  IBA's  members  nonetheless 
I  went  their  separate  ways,  both  in 
)74  and  after.  When  Jamaica  led  in 
ising  the  price  of  bauxite  with  its 
,5-per-ton  levy,  only  Haiti,  the  Do- 
inican  Republic  and  Guyana  fol- 
wed,  and  none  of  these  was  much 
a  factor  in  the  market.  Among  the 
ajor  producers,  Surinam  (with  6%  of 
e  world's  output)  came  in  with  a 
x  of  over  $11  per  ton,  Guinea  (14%) 
;th  a  $6.55  tax.  Australia  (28%)  im- 
>sed  no  new  federal  tax  at  all. 
The  trouble  was,  of  course,  that  in 
organization  that  included  coun- 
es  as  diverse  as  Haiti  and  Australia, 
ire  was  no  real  community  of  in- 
rest.  Guinea,  just  emerging  as  a  ma- 
r  producer,  saw  no  reason  to  dis- 
lurage  additional  investment  by  in- 
iicious  tax  policies.  Australia,  by  its 
action,  hoped  to  overcome  the  trans- 
rtation  disadvantage  that  geography 
d  given  it  and  massively  expand 
Ipments.  Standing  outside  IBA  was 
b  country  expected  to  be  one  of 
e  world's  largest  producers  in  the 
ghties— Brazil,  with  bauxite  reserves 
&t  may  rival  Australia's. 
What  mattered,  in  short,  was  mar- 
ts. Even  Guyana,  once  it  had  taken 
er  Alcan's  and  Reynolds'  bauxite 
aperties,  did  not  hesitate  to  under- 
t  Jamaica  in  order  to  raise  its  out- 
t,  selling  bauxite  to  Reynolds,  for 
Simple,  for  less  than  the  total  Jamai- 
|n  levy. 

|The  bauxite  cartel  failed  for  other 
isons,  too.  Unlike  OPEC,  it  had  no 
|il  or  artificial  shortages  to  exploit. 
I  members  were  so  poor  that,  ex- 
pt  for  Australia,  they  could  not  af- 
jd  to  do  what  OPEC's  members  had 
fie— cut  back  production  and  there- 
I  squeeze  the  aluminum  companies, 
e  truth  was  that  the  bauxite-pro- 
Icing  countries  needed  their  bauxite 
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They  Keep  On  Trying 

Decades  before  OPEC  turned  oil  into  gold,  countries  that  produce  primary 
commodities  had  been  trying  to  form  cartels.  Most  have  not  succeeded.  But 
as  long  as  those  countries  have  a  commodity  to  sell,  they  will  try  to  get 
the  highest  price— within  the  structure  of  the  market  or  without.  Below,  four 
brief  case  histories: 


Copper 

Don't  call  the 
Intergovernmen- 
tal Council  of 
Copper  Export- 
ing Countries 
( organized  in 
1967)  a  cartel; 
CIPEC  doesn't 
like  it.  But  when 
CIPEC's  members— Chile,  Pern,  Zam- 
bia and  Zaire— agreed  in  November 
1974  to  cut  back  copper  shipments 
by  10%  (extended  to  15%  five  months 
later),  you  had  to  wonder.  But 
CIPEC,  even  with  over  70%  of  the 
world's  raw  copper  ore  in  its  grip,  has 
been  unable  to  halt  copper's  price 
slide.  From  its  high  of  $1.52  per  pound 
on  Apr.  1,  1974,  it  fell  to  a  low  of  56 
cents  per  pound  on  the  last  day  of 
1974.  Last  month  copper  was  at  65 
cents.  Trouble  was,  unlike  the  reve- 
nue-rich OPEC  nations,  the  four  ex- 
porting countries  simply  couldn't  af- 
ford to  stockpile  the  metal.  What  they 
need  is  foreign  exchange. 


Tin 

The  Interna- 
tional Tin  Agree- 
ment is  the 
granddaddy  of 
all  cartels,  trac- 
ing its  lineage 
back  to  1921. 
Seven  producing 
nations  belong— 
Malaysia  (which  produces  half  the 
world's  tin  metal),  Indonesia,  Austra- 
lia, Bolivia,  Nigeria,  Thailand  and 
Zaire— and  23  consuming  nations 
(including  the  U.S.,  which  signed  the 
agreement  last  spring).  Through  ex- 
port quotas  and  the  use  of  a  buffer 
stock  to  even  out  supply  fluctuations, 
the  Tin  Agreement  has  been  able  to 
influence  prices.  Recently,  however, 
the  Fifth  International  Tin  Agreement 
shows  signs  of  strain.  Not  because 
producers  aren't  getting  enough  for 
their  tin,  but  because  the  price  on  the 
open  market  is  more  than  the  ceiling 
price  fixed  by  the  Tin  Agreement. 
Recently  at  $4.61  a  pound,  tin  prices 
rose  30%  last  year  alone,  and  the  price 
has  nearly  tripled  since  1971.  With 


production  on  the  decline  in  recent 
years,  with  no  new  supply  on  the 
horizon  and  with  demand  growing 
steadily,  rising  prices  are  fast  making 
tin  a  precious  metal. 


Phosphate 

Phosphate,  a 
vital  ingredient  in 
detergents  and 
fertilizers,  was 
pretty  cheap  for 
almost  20  years. 
But  between 
1973  and  1974 
the  price  for  Mo- 
roccan phosphate  quintupled  from 
about  $12  to  $68  a  ton.  Were  people 
suddenly  getting  their  laundry  whiter 
and  their  fields  lusher?  Questionable. 
Demand  did  go  up  some  during  that 
time,  but  it's  also  said  that  Morocco 
and  other  North  African  countries 
holding  40%  of  the  world  supply  de- 
cided to  try  a  cartel  of  their  own.  But 
only  for  a  while.  Farmers  in  Japan 
and  Western  Europe  resisted  the  in- 
crease by  finding  substitutes  or  post- 
poning use.  The  phosphate  market  fell 
apart  in  late  1975,  and  the  rock  now 
sells  for  only  about  $30  a  ton. 


Mercury 

Too  bad  tor 
mercury  produc- 
ers, but  they 
don't  share  the 
qualities  of  their 
mineral.  They 
never  seem  to  be 
able  to  stick  to- 
gether. Since 
1972  producers  from  Italy,  Mexico, 
Algeria,  Spain,  Turkey  and  Yugoslavia 
have  been  meeting  to  set  a  floor  price. 
In  May  1974  they  seemed  near  suc- 
cess. They  declared  a  price  of  $350  a 
flask  (which  holds  76  pounds  and 
was  then  selling  for  about  $300)  and, 
indeed,  the  price  on  the  New  York 
market  hit  that  level  in  July  and  held 
for  a  few  months.  But  there  was  too 
much  mercury  around,  and  the  pro- 
ducers, neither  loyal  enough  nor  rich 
enough  to  cut  exports,  sold  at  market 
prices.  Last  month  the  price  was  $160 
to  $175  a  flask.-Elizabeth  Bailev 
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revenues  at  least  as  much  as  the  alu- 
minum companies  needed  their  baux- 
ite. More— because  the  U.S.  aluminum 
companies  at  least  had  a  year's  sup- 
ply of  bauxite  from  the  U.S.  govern- 
ment stockpile  stored  outside  the 
gates  of  their  refineries.  A  country  like 
Jamaica  could  lift  its  bauxite  tax  rev- 
enues more  than  seven  times  and  still 
see  every  penny  go  for  oil  bills.  Be- 
tween 1973  and  1975,  when  Jamai- 
ca's bauxite  tax  revenues  rose  by  $102 
million  (to  $126.5  million),  its  oil  bill 
soared  $129  million  (to  $196  million). 

Jamaica,  however,  still  had  consid- 
erable leverage.  U.S.  and  Canadian 
companies  had  invested  $800  million 
to  $1  billion  in  bauxite  properties 
there  and  were  not  exactly  keen  to 
walk  away  from  them.  More  impor 


tant,  in  the  short  term,  if  they  did 
walk  away,  there  was  no  place  else  to 
go.  To  make  aluminum,  you  first  con- 
vert bauxite  into  alumina— aluminum 
oxide— and  then  refine  the  alumina  in- 
to aluminum.  Each  alumina  refinery 
is  to  a  large  extent  designed  to  process 
one  type  of  bauxite  and  no  other,  in 
effect  binding  bauxite  consumers  to 
their  traditional  suppliers.  The  big 
aluminum  companies— Alcoa,  Alcan, 
Kaiser  and  Reynolds— could  not  turn 
elsewhere  without  expensive  modifi- 
cation of  their  alumina  refineries. 

Because  of  its  closeness  to  the  U.S. 
market,  Jamaica  had  always  had  a 
considerable  edge  over  most  other 
sources  of  bauxite— $2  to  $3  a  ton, 
according  to  a  recent  study  of  the 
bauxite  cartel  made  by  Cambridge, 
Mass.'s  Charles  River  Associates  for 
the  Commerce  Department— but  the 
7.5%  levy  now  made  it  one  of  the 
costliest  sources  in  the  world.  Bauxite 
from  Surinam,  3,200  miles  away, 
could  be  delivered  to  the  Gulf  Coast 
for  less  than  Jamaican  bauxite  could, 
produced  only  1,500  miles  away.  Ja- 
maican alumina  from  the  Kaiser-Reyn- 
olds-Anaconda Alpart  partnership  cost 
one-fourth  to  one-third  more  than  the 
delivered  cost  of  Australian  alumina. 

With  differentials  like  that  begin- 
ning to  develop,  some  began  to 
make  other  arrangements.  Dependent 
upon,  Jamaica  for  over  63%  of  their 
raw  material  needs,  Kaiser  and  Reyn- 
olds had  fairly  limited  options,  but 
Alcan  and  Alcoa,  with  alternative 
bauxite  resources  in  a  half-dozen 
countries  around  the  world,  deempha- 
sized  Jamaica  wherever  they  could. 
The  big  Compagnie  de  Bauxites  de 


Guinee  project  was  getting  into  full 
production  in  Guinea,  and  both  Alcan 
and  Alcoa  drew  heavily  from  it,  so 
that  total  Guinea  production  rose 
front  7.6  million  to  10.3  million  tons 
in  two  years.  Result:  Between  1974 
and  1976,  when  worldwide  bauxite 
production  slid  85?.,  production  in  both 
Jamaica  and  Surinam  fell  over  3056. 

"The  industry's  relative  degree  of 
dependence  on  bauxite  from  the  Ca- 
ribbean," Says  Charles  W.  Parry,  Al- 
coa vice  president,  "is  changing  and 
changing  fast.  We  plan  to  get  more 
than  half  our  bauxite  from  Australia, 
Guinea  and  Arkansas  by  1978."  In 
1972  Alcoa  got  845?  of  its  alumina 
from  the  Caribbean  area.  By  1974  it 
had  cut  its  dependence  to  70%,  to  385? 
last  year,  and  though  the  decline  was 


exaggerated  by  special  circumstances, 
the  trend  was  clear. 

Alcan  was  equally  forthright.  "The 
group's  present  raw-material  supply 
system  is  expected  to  alter  in  the  lat- 
ter years  of  the  1970s,"  Alcan  told  its 
stockholders.  "Bauxite  from  South 
America— mainly  Brazil— will  supply 
our  Canadian  alumina  plants,  with 
Guinea  bauxite  going  to  Europe." 

As  the  aluminum  market  picks  up, 
Jamaican  bauxite  production  will  al- 
most certainly  regain  former  levels. 
But  what  of  the  future?  Just  how 
much  new  capital  is  Jamaica  likely  to 
attract?  Both  Kaiser  and  Alcoa  are 
specifically  exempted  from  having  to 
finance  any  additional  expansion  of 
their  Jamaican  mines  unless  they  ini- 
tiate it.  "Long-term,"  one  aluminum 
executive  observes,  "they're  not  in  a 
good  position.  They  could  always  bring 
down  the  tax— they  already  have  inso- 
far as  Manley  is  not  going  to  impose 
the  8.5%  levy  he  planned— but  the 
country  is  in  such  a  hell  of  a  mess 
they  need  the  income.  It's  the  oil  price 
that's  killing  them." 

What  expansion  is  going  on  at  the 
moment,  certainly,  is  taking  place  out- 
side high-tax  countries.  In  late  1974, 
Alcan  was  finally  able  to  get  financing 
for  its  $300-million  Trombetas  bauxite 
project  in  Brazil,  scheduled  to  begin 
producing  3.4  million  tons  a  year  in 
1979.  Alcoa  was  talking  about  a  new 
bauxite  project  of  its  own  in  Brazil 
and  did  more  than  talk  in  Australia, 
where  it  expanded  alumina  capacity 
twofold.  Kaiser  frankly'  admits  that 
it  is  seeking  a  third  source  of  supply- 
preferably  through  a  purchase  ar- 
rangement—and  Reynolds  set  out  to 


get  one  by  joining  Alcoa  in  building 
a  $650-million  alumina  refinery  in 
Australia.  Clearly,  then,  bauxite  isn't 
oil.  If  you  don't  like  what  one  mem- 
ber of  IBA  is  doing,  there  are  plenty 
of  other  places  in  the  world  you  can 
get  supplies. 

To  finance  Jamaica's  future  expan- 
sion, Manley  himself  seems  to  look 
more  to  foreign  governments  than  to 
private  capital.  He  looks  to  joint  ven- 
tures with  other  Caribbean  countries 
—to  Trinidad  and  Venezuela,  for  ex-"i 
ample,  which  have  oil  or  gas  to  eon- 
tribute  to  a  partnership,  or  to  Mex- 
ico, which  has  both  energy  and  mar- 
kets. In  addition,  he's  turning  to  the 
socialist  bloc  for  potential  markets. 
"We  do  not  conceive  of  this  as  an  al- 
ternative to  sales  in  North  America," 
Manley  says  firmly.  "What  we  want  to 
do  is  expand  our  outlets  for  bauxite, 
and  therefore  our  capacity  and  our 
revenues." 

Someday,  of  course,  Manley  and 
the  IBA  may  yet  succeed  in  perfect- 
ing a  bauxite  cartel.  If  Brazil  and 
the  Cameroons  should  join  the  club, 
IBA  would  control  virtually  all  of  the 
world's  low-cost  reserves.  Once  the, 
new  producers  achieve  market  shares 
commensurate  with  their  reserves,  the 
threat  of  a  cartel  may  rise  again. 

But  even  then,  there  would  be  lim- 
its to  how  far  a  cartel  could  go.  Alu- 
minum can  be  derived  from  sub- 
stances other  than  bauxite,  all  of 
them  found  in  abundance  all  over  the 
world,  the  U.S.  included— clays,  an- 
orthosite,  alunite,  coal  wastes,  daw- 
sonite.  All  of  these  alternatives  might 
be  exploited  if  the  economics  are  right. 
Alcan,  in  partnership  with  Pechiney 
Ugine-Kuhlmann,  is  experimenting! 
with  aluminum-bearing  clays.  Reyn-| 
olds  has  been  testing  various  laterite 
ores.  The  U.S.  Bureau  of  Mines  ha$ 
been  sponsoring  some  pilot  plant  proj- 
ects of  its  own.  Most  experts  believe 
that  if  the  delivered  price  of  bauxite 
reaches  $35  a  ton  (Jamaican  bauxite 
is  now  over  $26  a  ton),  such  alter- 
natives would  become  economic.  So| 
unless  inflation  sends  the  price  of  al- 
ternatives rocketing,  there  are  lim- 
its to  how  high  the  cartel  can  go. 

Meanwhile,  Michael  Manley  is  conS 
tent  to  wait.  OPEC,  after  all,  was 
formed  in  1960  and  did  not  begin  to 
exeat  its  power  over  prices  until  1971. 
"The  International  Bauxite  Associa-) 
tion,"  says  Manley,  "is  in  a  very,  veryi 
early  stage  of  its  development,  and  it 
does  not  actually  surprise  me  that  one 
doesn't  just  suddenly  cut  across  the 
enormous  range  of  complexities  in  the! 
first  couple  of  years  and  arrive  al 
a  common  pricing  policy.  Doubtless 
one  day  it  will." 

That's  the  way  of  it  with  cartels. 
If  at  first  you  don't  succeed.  ..." 


". . .  The  bauxite-producing  countries  needed 
their  tax  revenues  at  least  as  much  as  the 
aluminum  companies  needed  their  bauxite  . . ." 
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Adding  Insult  To  Injury 


Blue  Cross  has  hopes  of  administering  any  national  health  insurance 
scheme  that  comes  along — even  though  it's  not  at  all  clear  that  it 
can  take  good  care  of  the  plans  it  administers  right  now. 


Look  who  has  visions  of  empire  danc- 
ing in  its  collective  head— Blue  Cross. 
An  already  bloated  federation  of  69  re- 
gional insurance  plans  for  the  pay- 
ment of  hospital  bills— $26  billion  in 
medical  claims  were  paid  last  year- 
Blue  Cross  thinks  it  may  be  on  the 
brink  of  becoming  the  AT&T  of  med- 
ical care.  Pressure  is  already  building 
in  the  new  Congress  for  some  kind  of 
national  health  insur- 
ance program.  A  case 
can  be  made  that  only 
Blue  Cross,  which  al- 
ready handles  some 
20%  of  the  country's 
medical  bills,  has  an  op- 
eration in  place  capa- 
ble of  administering  a 
program  that  could  end 
up  costing  as  much  as 
$90  billion. 

But  is  Blue  Cross  up 
to  the  job?  Its  recent 
record  suggests  not. 
Last  year  at  least  four 
plans  came  close  to  fi- 
nancial collapse.  The 
Colorado  plan  nearly 
went  bankrupt  right 
under  the  nose  of  its 
unsuspecting  subscrib- 
ers; its  reserves  were  a 
hair  above  zero  when  a 
state  auditor  blew  the 
whistle.  Belatedly,  the 
Chicago-based  Blue 
Cross  Association,  gen- 
eral overseer  of  the  fed- 
eration of  all  the  non- 
profit regional  plans 
bearing  the  Blue  Cross  name,  replaced 
the  Colorado  management. 

Meantime,  potential  bankruptcy 
pops  up  all  over  the  Blue  Cross  map. 
With  total  reserves  of  only  $1.2  bil- 
lion spread  among  the  plans,  Blue 
Cross  ran  a  deficit  of  $455  million  in 
1975.  After  the  first  nine  months  of 
1976  it  was  already  $115  million  in 
the  hole.  Joseph  Hawkins,  the  Texas 
state  insurance  commissioner  who 
used  to  be  an  executive  at  the  Texas 
Blue  Cross,  claims  there  are  at  least 


ten  regional  plans  that  don't  meet 
Blue  Cross'  own  minimum  standards 
for  financial  health.  Often  mentioned 
as  troubled  are  plans  in  California, 
Florida,  Michigan,  Colorado,  Utah 
and  one  in  Ohio. 

There  are  also  the  70  Blue  Shield 
plans,  which  do  for  doctor  bills  what 
Blue  Cross  does  for  hospital  bills. 
They  haven't  fared  much  better  finan- 


cially, either.  The  Blue  Shield  plans 
ran  a  deficit  of  $291  million  in  1975 
and  broke  even  after  nine  months 
last  year.  But  BCA  cannot  be  held  to 
account  for  Blue  Shield's  problems. 
Although  it  has  long  tried  to  tie  the 
two  together,  BCA  has  succeeded  in 
gaining  influence  over  only  about  one- 
half  of  the  Blue  Shield  plans. 

Deficits  as  such  are  no  novelty  to 
Blue  Cross.  They  have  occurred  since 
the  first  plan  was  formed  in  Dallas, 
Tex.  in  1929.  Moreover,  deficits  have 


their-  uses— up  to  a  point.  They  testify, 
in  some  cases,  to  a  reluctance  to  raise 
the  cost  of  coverage  to  subscribers.  In 
any  case,  Blue  Cross  quickly  became 
accustomed  to  covering  deficits  with 
rate  increases.  These  would  often  fly 
through  state  insurance  departments 
automatically  under  "Blue  Cross  laws" 
in  effect  in  many  states. 

But  Blue  Cross  has  now  grown  nine- 
fold just  since  1965, 
when  it  paid  out  $2.9 
billion  in  claims.  So 
have  the  irritations  of 
those  who  depend  on  it. 

Many  subscribers 
blame  Blue  Cross  for 
the  rise  in  hospital  costs 
—which  have  escalat- 
ed more  than  twice  as 
fast  as  the  cost  of  liv- 
ing since  the  inception 
of  Medicare  and  Medi- 
caid ( Medicare  fun- 
neled  $11.5  billion  into 
Blue  Cross  last  year; 
Medicaid  $2.7  billion). 
Indeed,  Blue  Cross'  own 
rates  have  almost  tri- 
pled across  the  board; 
as  much  as  400%  in 
some  areas. 

Public  reaction  has 
led  to  government  im- 
patience.    Instead  of 
/l0&££2u      quickly  approving  Blue 
£(i&>  Cross  rate-increase  re- 

quests, state  insurance 
commissioners  now  of- 
ten deny  or  trim  them. 
While  Blue  Cross  re- 
mains exempt  from  federal  income 
taxes,  some  states  are  beginning  to 
treat  Blue  Cross  like  any  other  insurer 
by  levying  a  tax  on  its  premiums. 

Even  its  old  allies,  the  hospitals, 
strapped  by  inflation  and  overbuilt  in 
some  regions  (there  are  now  an  es- 
timated 100,000  excess  hospital  beds 
nationwide ) ,  are  growing  tough.  They 
want  to  eliminate  the  2%-to-4%  dis- 
count Blue  Cross  still  gets  on  its  con- 
tracts in  some  areas  for  paying  claims 
directly  to  the  hospitals  rather  than 
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little  investigating  or  me  nospitai  Dins 
it  honors.  Recently,  several  large  cor- 
porations individually  set  up  full- 
time  staffs  to  monitor  its  employee 
health-care  costs.  Says  a  member  of 
one  such  watchdog  unit:  "Blue  Cross 
has  no  idea  why  its  subscribers  are  in 


ju  plans  nave  spent  some  %.JJU  million 
on  new  headquarters  buildings  in  the 
past  six  years,  including  $31  million 
foolishly  laid  out  by  the  collapsing 
Colorado  plan  on  a  posh  new  12- 
story  office  building. 

If  Blue  Cross  wants  its  national 


McNerney  Of  BCA:  Blue  Cross  is 
on  the  griddle  because  too  many 
went  for  "pork  barrel"  in  the  Sixties. 

through  the  patients,  as  do  commer- 
cial insurers. 

John  Alexander  McMahon,  presi- 
dent of  the  American  Hospital  As- 
sociation, says:  "We  don't  want  any 
more  compromises  with  Blue  Cross. 
We  want  our  costs  fully  covered." 
(Ironically,  that  stance  hasn't  kept 
McMahon,  former  president  of  the 
North  Carolina  Blue  Cross,  from  sup- 
porting a  national  health  insurance 
scheme— the  Ullman  bill— that  would 
allow  Blue  Cross  to  be  a  manager  for 
vast  new  coverage. ) 

Disenchanted,  too,  apparently,  is 
business,  which  collectively  paid  more 
than  65%  of  the  $40  billion  or  so  spent 
last  year  in  the  U.S.  on  hospital  in- 
surance premiums.  More  businesses 
are  complaining  that  Blue  Cross  does 


". . .  'Blue  Cross  [says  one  watchdog]  has  no  idea  why  its 
subscribers  are  in  the  hospital  or  how  costs  for  their 
treatment  are  arrived  at.  Its  data  base  stinks/  . . ." 


the  hospital  or  how  costs  for  their 
treatment  are  arrived  at.  Its  data 
base  stinks." 

Walter  McNemev,  51,  is  the  presi- 
dent of  BCA  at  a  salary  of  $130,000 
a  year.  He  has  headed  it  since  1961 
after  serving  as  a  professor  of  hospital 
administration  at  the  University  of 
Michigan.  McNerney  argues  that 
some  of  Blue  Cross'  problems  are  the 
result  of  oversupply  of  hospital  facili- 
ties that  rose  in  the  "pork  barrel"  days 
of  the  Sixties  that  also  brought  Medi- 
care and  Medicaid. 

Maybe  so,  but  that  has  little  to  do 
with  Blue  Cross'  own  efficiency.  Op- 
erating costs  jumped  24%  in  1975, 
when  the  69  Blue  Cross  plans  com- 
bined spent  over  $700  million.  Far 
from  achieving  economies  of  scale, 
costs  went  to  6.2  cents  per  claims  dol- 
lar from  4.6  cents  per  claims  dollar  in 
1965— despite  the  nearly  fourfold  in- 
crease in  premiums  revenue  in  the 
same  period. 

Nor  docs  BCA  appear  to  be  a  good 
watchdog.  Arthur  Young  &  Co.,  the 
auditing  firm  called  into  the  Colorado 
disaster,  says  it  found  the  plan  there 
24%  overstaffed  and  beset  by  con- 
flict-of-interest problems  that  could 
not  be  ignored.  The  plan  had  an  ac- 
count at  one  director's  bank;  the  law 
firm  of  another  director  handled  many 
of  the  legal  matters.  The  plan  had 
grown  fat  and  lazy. 

BCA  runs  its  most  thorough  audit 
on  each  plan  only  once  every  4/2  years. 
How  good  are  the  audits?  After  the 
Richmond,  Va.  plan  got  a  clean  bill 
of  health  from  one  such  audit,  a  Sen- 
ate hearing  revealed  that  the  plan  had 
paid  $200,000  to  a  failing  computer 
firm,  while  a  senior  plan  executive  sat 
on  the  firm's  board.  It  also  had  paid 
another  board  member's  office  supply 
firm  $1  million  to  furnish  its  new 
headquarters  building. 

The  federal  government  already 
pays,  through  various  contracts,  al- 
most half  BCA's  annual  budget  of  $35 
million.  But  that's  nothing  compared 
with  the  federal  funding  Blue  Cross 
can  look  forward  to  if  it  gets  national 
health  insurance.  Maybe  in  euphoric 
anticipation  of  that  windfall,  at  least 


health  insurance  empire,  it  had  bet- 
ter do  something  about  its  manage- 
ment—fast. For  starters,  its  central 
board  needs  muscle  to  police  the 
regional  plans,  and  the  regional  plans 
need  outside  directors.  Handing  an 
expensive  new  national  health  insur- 
ance program  to  Blue  Cross  in  its  cur- 
rent condition  might  be  adding  insult 
to  injury.  ■ 


McMahon  Of  AHA:  "We  don't  want 
any  more  compromises  .  . .  we  want 
our  costs  fully  covered." 
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6200  N.  Western  Ave.,  Chicago,  60659   dept  F-37 

Fleet  Costs"  booVTwIS 'cos! :  or^™"  ^  "C°P'ng  W'th  R*S^ 
We  operate  Cars__ 
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This  is  all  you  need 
to  get  what  is  perhaps  the 
most  important  fleet-user's  booklet 

in  the  last  five  years. 


Our  new  booklet  reveals  what  hundreds  of  the  nation's 
largest  and  most  prestigious  companies  are  doing  to  cope 
with  today's  soaring  fleet  costs. 

You'll  get  a  graphic  look  at  the  dramatic  upturn  in  fleet 
expenses  over  the  last  four  years  in  specific  categories,  and 
the  outlook  for  the  coming  year. 

You'll  learn  point-by-point  what  can  be  done  to  blunt  the 
effects  of  rising  gasoline  prices,  mounting  operating 
and  maintenance  expenses,  higher  new-car  costs, 
and  a  great  deal  more. 

So  slip  the  coupon  in  an  envelope  and  mail.  You'll  quickly 
get  an  impressive  return. 


6200  N.  Western  Ave.,  Chicago,  Illinois  60659 
Leasing  Chevrolets  and  other  fine  cars  and  trucks  for  over  38  years. 
Serving  over  500  of  America's  leading  corporations. 
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Breathing  Under  Water 


Fred  Smith's  great  idea  flopped  with  his  professor 
at  Yale,  but  it  may  yet  earn  him  a  summa  cum  laude 
in  the  real  world  of  business. 


By  ROBERT  J.  FLAHERTY 

Frederick  Wallace  Smith  has  a 
favorite  story.  It  goes  like  this:  Three 
men  are  shipwrecked  on  a  desert  is- 
land. Suddenly  an  authoritative  voice 
echoes  from  the  sky:  "In  ten  minutes 
a  tidal  wave  will  obliterate  this  is- 
land." Pandemonium  ensues.  One  man 
falls  on  his  knees  and  prays.  The  sec- 


ond falls  on  a  native  girl  and  a  bottle 
of  booze.  The  third  fellow  runs  like 
crazy.  "What  do  you  think  you're  do- 
ing?" the  terrible  voice  demands.  Still 
running,  the  runner  gasps:  "I'm  going 
to  jump  in  the  ocean  and  figure  out 
how  to  breathe  under  water." 

Surviving  against  impossible  odds, 
breathing  under  water  as  it  were, 
is    a   habit    with    32-year-old  Fred 


Smith,  the  son  of  a  wealthy  Tennessee 
entrepreneur  who  died  when  Fred 
was  four  years  old.  As  a  young  boy 
in  Memphis,  Fred  was  crippled  by  a 
bone  disease,  learned  to  defend  him- 
self against  bullies  by  swinging  his 
crutch.  Cured  at  age  ten,  he  became 
an  excellent  football  player,  learned 
to  fly  at  15.  In  Vietnam,  where  he 
served  two  terms  totaling  27  months, 
Smith  won  five  medals.  As  a  Marine 
infantry  company  commander,  he  al- 
most miraculously  survived  a  Viet- 
cong  ambush  that  cut  down  the  men 
on  either  side  of  him.  With  his  hel- 
met, grenade  and  pistol  gone,  Smith 
retrieved  the  pistol  to  bring  down  his 
Vietcong  attacker.  "I  was  so  fright- 
ened that  I  aimed  at  his  head  and  hit 
his  knee,"  he  said.  "To  this  day  I  don't 
understand  how  he  missed  me  be- 
cause they  always  aim  for  the  com- 
pany commander."  On  his  second 
Vietnam  tour,  Smith  served  as  a  pilot 
of  forward  control  planes,  surviving 
over  200  ground-support  missions. 

All  this  was  just  a  warmup  for  the 
brazenly  bold  adventure  that  Smith 
was  about  to  pull  off  in  the  business 
world.  Back  from  Vietnam,  he  was 
soon  embarked  on  what  has  turned 
out  to  be  the  biggest  venture-capital 
startup  deal  ever  tried  in  the  U.S.— 
Federal  Express  Corp. 

"I  got  so  sick  of  destruction  and 
blowing  things  up— on  people  I  had 
nothing  against— that  I  came  back  de- 
termined to  do  something  construc- 
tive," Smith  recalls.  At  this  point,  he 
went  back  to  an  idea  that  had  fas- 
cinated him  while  a  student  at  Yale 
in  the  mid-Sixties. 

In  -an  economics  class,  the  profes- 
sor agreed  with  the  prevailing  theory 
that  air  freight  was  the  wave  of  the 
future  and  would  be  the  primary- 
source  of  revenue  for  the  airlines. 
Smith  wrote  a  paper  disagreeing.  No 
way,  he  said,  because  the  passenger 
route  patterns  were  wrong  for  freight 
and  because  costs  would  not  come 
down  with  volume.  The  only  way  air 
freight  would  work,  Smith  wrote,  was 
through   a   whole   new  system  that 


Young  Man  In  A  Hurry:  Head  of  an  innovative  new  airline  at  only  32, 
Frederick  Wallace  Smith  already  threatens  to  become  a  living  legend. 
But  to  keep  the  myth  growing,  he  needs  help  from  Congress  and  the  CAB. 
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[ED  SMITHS  LUCK 

IKUE-LIFE  ADVENTURE 


THOUGH  HANDICAPPED  BY  A  BAD  HIP, 
=AP-OLP  FKED  WILL  NOT  BE  BULLIED. . 


...AT  15,  FKED  LEARN6.TD  FLYAN  AERONCA  .,, AT/ALE  MISTER  PAPER  ON  TUE "FL/TU^E 
AND  RECEIVES  HIS  PILOTS  LICENSE...         OFTHE  AIR  FREIGHT  BUS/N&S5  IS  A  FLOP... 


would  reach  out  to  smaller  cities  as 
well  as  big  ones  and  be  designed  for 
packages,  not  people.  His  point  was 
simple:  Air  freight  would  only  work 
in  a  system  designed  specifically  for 
it,  not  as  a  simple  add-on  to  pas- 
senger service.  The  professor  gave 
Smith  s  paper  a  low  grade.  Looking 
back,  Smith  quips:  "I  was  a  crummy 
student— like  Winston  Churchill." 

Smith's  idea,  now  reborn,  was  to 
start  an  all-freight  airline  that  would 
fly  primarily  at  night  when  the  air- 
ports weren't  congested.  It  would  car- 
ry small,  high-priority  packages  when 
speed  of  delivery  was  more  important 
than  cost.  It  would  bring  all  the 
freight  to  a  central  point  (Memphis), 
then  disperse  it  to  the  ultimate  des- 
tinations. That  way  his  organization 
could  free  a  full  planeload  for  a  small- 
er city,  say  Cedar  Rapids,  Iowa,  be- 
cause it  would  consolidate  all  Cedar 
Rapids  shipments  at  the  central  depot. 

This  was  not  your  ordinary  $1 -mil- 
lion or  $2-million  venture-capital 
startup.  What  Smith  was  proposing 
was  the  creation  in  one  swoop  of 
an  entire  nationwide  system.  "I  was 
naive,"  Smith  says.  "I  believed  a  good 
concept  would  attract  all  the  money. 
By  the  time  I  found  it  wasn't  true,  I 
had  gone  so  far  that  I  couldn't  stop." 

In  the  end,  Smith  raised  an  as- 
tounding $91  million  to  finance  his 
untested  idea.  (To  anyone  who  un- 
derstands the  venture-capital  game, 
this  is  roughly  equivalent  to  learning 
how  to  breathe  under  water.)  First, 


he  put  in  some  $8  million  of  his  own 
family's  money.  Then  he  got  the  en- 
thusiastic backing  of  Manhattan- 
based,  Rothschild-backed  New  Court 
Securities;  New  Court  investments 
came  to  $5  million.  With  New  Court 
behind  him,  Smith  was  able  to  put 
together  a  virtual  Who's  Who  of  ven- 
ture capital,  including  General  Dy- 
namics,   Heizer,   Allstate  Insurance, 


Prudential  Insurance  and  Citicorp 
Venture  Capital  Ltd. 

However,  Smith's  problems  were 
only  beginning.  The  passenger  air- 
lines with  a  sideline  in  freight  and 
the  freight-only  lines  did  not  relish 
the  prospect  of  additional  competi- 
tion. Long  and  haggling  hearings  be- 
fore the  Civil  Aeronautics  Board  were 
in  prospect.  Luckily  there  was  a  loop- 
hole: Planes  with  a  payload  under 
7,500  pounds  did  not  need  CAB  per- 
mission to  operate.  Smith  went  ahead 
and  assembled  a  fleet  of  small,  550- 
mile-per-hour  French-built  Falcons, 
constructed  a  main  base  at  Memphis 
and  began  servicing  75  airports. 
Nightly  Federal's  Falcons  would  pick 
up  packages  at  each  of  the  airports, 
fly  them  to  Memphis,  then  sort  them 
out  for  immediate  reshipment  to  oth- 
er cities.  At  the  other  end,  Federal 


trucks  sped  them  to  their  destinations. 
With  luck  a  shipment  made  by  after- 
noon got  delivered  by  the  next  noon. 
Operations  started  in  April  1973. 

In  the  beginning  the  losses  were 
horrendous;  in  Federal's  first  26 
months  they  mounted  to  $29  million. 
The  investors  were  getting  antsy.  Fed- 
eral was  falling  far  short  of  Smith's 
projections.  There  was  talk  of  kicking 


him  out.  Smith's  own  sisters  were  su- 
ing him  for  misinvesting  the  family 
fortune.  But  Arthur  Bass,  Federal's 
operating  man,  stood  by  Smith.  Bass, 
44,  a  pilot  and  airline  consultant, 
gradually  improved  the  delivery' 
schedules,  and  Federal  began  to  come 
out  of  its  tailspin.  By  last  fiscal  year. 
Federal's  revenues  hit  $75  million,  and 
the  company  was  $3.6  million  in  the 
black.  Seldom  in  history  had  a  com- 
pany gone  from  nothing  to  that  size 
so  swiftly.  In  this  fiscal  year,  ending 
May  31,  Federal  should  make  $8  mil- 
lion on  $110  million  revenues. 

Federal  now  counts  31,000  regu- 
lar customers.  The  biggest  is  the  U.S. 
Air  Force,  which  uses  Federal  to  ship 
the  spare  parts  needed  to  keep  its 
planes  flying.  Another  major  custom- 
er: International  Business  Machines 
Corp.  Others  include  shippers  of  film. 


".  .,  [  got  so  sick  of  destruction  and  blowing  things  up  that 
I  came  back  determined  to  do  something  constructive  . . ." 
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blood,  organ  transplants  and  drugs. 

On  heavily  traveled  passenger 
routes,  such  as  New  York  to  Chicago, 
Federal  has  plenty  of  competition 
from  the  major  airlines.  But  it  has 
virtually  none  in  moving  packages 
from  smaller  cities— from  El  Paso,  Tex. 
to  Rochester,  N.Y.,  for  example;  or 
Jacksonville,  Fla.  to  Cedar  Rapids. 
Emery  Air  Freight,  which  ships  via 
regular  airlines,  has  been  meeting 
some  of  Federal's  competition  by 
chartering  its  own  planes  in  areas 
where  airlines  like  Delta  and  Eastern 
have  cut  back  less-traveled  routes  or 
night  service,  both  crucial  to  air 
freight.  But  Emery  cannot  match  Fed- 
eral's nationwide  air-delivery  service. 
As  a  freight  forwarder  Emery  is 
not  permitted  to  operate  its  own 
planes  and  cannot  reach  the  Cedar 
Rapids  of  America  as  quickly  as 
Federal. 

To  meet  the  competition,  Federal 
has  evolved  a  two-tier  pricing  system. 
On  routes  where  there  is  serious  com- 
petition, Federal  tries  to  undercut 
Emery  by  as  much  as  10%.  It  recoups 
on  exclusive  routes  by  charging  high- 
er rates— arguing  that  higher-priced 
service  is  better  than  poor  service  for 
these  towns. 

Are  Smith's  troubles  over?  Alas,  no. 
At  the  moment,  Federal  is  up  against 
a  serious  ceiling  on  its  capacity.  The 
small  Falcons  can't  always  handle  the 
available  business  on  some  routes, 
and,  as  a  result,  some  packages  must 
be  held  over.  As  a  consequence,  Fed- 
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eral's  on-time  delivery  record  has 
slipped  from  96%  to  about  90%;  now 
some  couriers  not  only  deliver  pack- 
ages but  wait  to  see  they  get  on  the 
plane.  The  solution:  bigger  aircraft. 

One  day  soon  Federal  will  file  with 
the  CAB  a  request  for  permission  to  fly 
bigger  planes,  such  as  Boeing  727s, 
and  extend  service  from  the  present 
75  airports  and  130  cities  to  170  air- 


.,, FEE P TESTIFIES  BEFORE  CONGRESS  ij 
CHANGE  CA&  PULES  ON  FKEISUTCAEXIEI 

In  addition  to  the  problem  with 
the  CAB,  Federal's  balance  sheet  is  in 
terrible  shape.  The  big  losses  have 
cut  equity  capital  to  just  $7.8  million, 
vs.  $52.5  million  debt.  However,  if 
CAB  authorization  is  forthcoming, 
Federal's  backers  have  expressed  a 
willingness  to  help  recapitalize  the 
company.  There  are,  moreover,  plenty 
of  second-hand  Boeings  around,  and 


". . .  The  worst  that  can  happen  now  is  that  we  will  be  a 
limited  success.  We  can  no  longer  go  down  the  tube  . . ." 


ports  and  300  cities— virtually  the  en- 
tire country.  On  the  busier  routes, 
727s  would  take  over;  a  single  one 
could  replace  five  Falcons  flying  night- 
ly wingtip  to  wingtip  on  the  Los  An- 
geles-Memphis route,  for  example.  On 
the  lighter  routes,  Federal  would  still 
use  its  Falcons.  The  savings  from  using 
bigger  planes  alone  would  increase 
profits  by  $9  million  a  year. 

This  will  be  Federal's  second  effort 
to  obtain  the  right  to  use  bigger  craft. 
Last  year  the  Senate  passed  a  Smith- 
inspired  bill  that  would  permit  Fed- 
eral Express  to  rapidly  institute  larg- 
er all-cargo  flights.  The  bill  died  in 
the  House;  it  was  bottled  up  in  a 
subcommittee  headed  by  Representa- 
tive Glenn  Anderson  from  Southern 
California,  where  opponent  Flying 
Tiger  Line  is  headquartered.  This  was 
a  severe  setback  for  Smith. 


Federal  could  quickly  assemble  a  fleet 
of  big  jets. 

If  it  gets  to  that  stage,  the  next  I 
step  would  be  to  take  Federal  public, 
not  only  to  raise  additional  capital 
but  to  provide  Federal's  long-suffer- 
ing backers  with  an  opportunity  to  get 
some  of  their  money  out.  Venture  cap- 
italists are  not  infinitely  patient. 

Maybe  Federal  will  get  the  right  to  ] 
fly  727s.  Maybe  it  won't.  But  it  has 
come  a  long  way  already.  As  Presi- 
dent Art  Bass  puts  it:  "The  absolute 
worst  that  can  happen  to  us  now  is 
that  we  will  be  a  limited  success.  It 
is  no  longer  possible,  as  it  was  a  year 
ago,  that  we'll  go  down  the  tube." 

Will  Federal  go  on  to  become  a  1 
$l-billion  company?  Will  Fred  Smith 
once  again  win  a  victory  of  mind  over 
matter,  of  will  over  "reality "?  Tune  in 
next  time  for  the  answer.  ■ 
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My  Son,  The  MBA 


A  onetime  rarity,  the  Master  of  Business  Administration 

has  become  the  U.S.'  second  most  popular  graduate  degree.  Are 

these  diplomas  worth  the  $400  to  $18,000  they  cost? 


A  virtual  rarity  a  decade  ago,  a 
rarity  with  little  distinction  except  in 
the  business  community,  the  Master 
of  Business  Administration  degree  is 
the  hottest  growth  item  in  the  aca- 
demic community  today,  second  in  es- 
teem only  to  the  coveted  Doctor  of 
Medicine  as  a  passport  to  the  Good 
Life.  As  recently  as  1964,  colleges  and 
universities  passed  out  just  6,000 
MBAs,  mostly  from  just  15  schools. 
In  that  year  MBA  students  accounted 
for  a  scant  6%  of  the  total  number  of 
masters  degrees  awarded  in  the  U.S. 
There  were  about  two  law  degrees 
for  every  MBA.   

This  year  an  estimated  550 
schools  will  hand  out  some 
32,000  MBAs,  more  than  five 
times  as  many  as  in  1964,  sur- 
passing by  perhaps  2,000  the 
number  of  law  degrees  granted 
and  double  the  number  in  en- 
gineering. (The  leader  is  edu- 
cation: about  125,000  masters 
a  year. ) 

So    what's    the    big  deal 
about  MBAs? 

For  one  thing,  it's  where  the 
jobs  are.  A  decade  or  so  ago, 
the  glamour  was  in  teaching, 
in  research,  in  politics,  in  en- 
gineering, in  science.  Today 
there  is  considerable  unem- 
ployment in  all  these  fields. 
Only  the  country's  farmers  can 
ioast  lower  unemployment 
than  business  managers. 

As  a  result,  college  under- 
graduates are  looking  to  busi- 
less  for  jobs.  To  the  advanced- 
degree  seeker,  an  MBA  is  a 
logical  goal. 

The  numbers  support  the 
lease  for  an  MBA.  The  average 
starting  salary  for  a  previous- 
ly inexperienced  MBA  is 
i>  16,620.  If  he  or  she  gradu- 
ated from  Stanford,  the  MBA 
!:ould  count  on  a  median  start- 
ing salary  of  $22,000.  By  con- 
trast, the  average  starting  sal- 
uy  for  an  undergraduate  hired 
by  business  is  just  $10,644, 


and  the  differential  has  more  than 
doubled  since  1967.  Even  if  it  cost 
$15,000  or  more  to  obtain  an  MBA 
from  a  prestige  school,  the  lucky  re- 
cipient could  count  on  getting  his 
money  back  inside  of  two  years. 

For  women  in  particular,  because 
they  have  trouble  being  taken  serious- 
ly in  business,  an  MBA  can  be  crucial. 
Kathy  Lockton  is  a  former  model  with 
an  MBA  from  the  University  of  Cali- 
fornia at  Los  Angeles,  who  now  is  a 
product  manager  for  Max  Factor.  "If 
a  young  man  comes  in  with  a  liberal 
arts  degree,  he  is  managerial  materi- 


Bonanza:  Surging  demand  for  MBAs  has  taken  this 
school's  enrollment  from  zero  to  600  in  just  four 
years.  Net  operating  surplus:  $200,000  a  year. 
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al,"  she  says.  "But  if  a  young  woman 
with  the  same  background  tries  for  a 
job,  she's  a  secretary.  My  MBA  set 
me  apart  in  the  eyes  of  my  depart- 
ment heads.  Professional  degrees  are 
the  best  way  for  women  to  break 
through  sexual  job  discrimination." 

Some  of  the  growth  in  MBA  en- 
rollments is  from  what  might  be 
called  retroactive  degree-seeking— 
older  students  who  already  have  well- 
paying,  steady  jobs.  They  are  getting 
their  degrees  part-time,  some  in  the 
morning  on  commuter  trains  (see  box, 
p.  43);  often  their  employers  pay 
the  tuition.  Why? 

"The  problem,"  explains 
Robert  Anderson,  30,  a  cost 
analyst  at  New  York  Tele- 
phone who  is  studying  for  his 
MBA  on  Adelphi  University's 
commuter  train,  "is  that  there 
are  so  many  people  who  are 
equally  rated  by  their  depart- 
ment heads  that  when  it  comes 
down  to  a  tie-breaker  for  pro- 
motions, a  degree  is  often  the 
very  thing  that  shows  a  per- 
son has  incentive  outside  the 
job  and  willingness  to  get 
ahead."  It's  a  credential,  in 
short,  a  badge,  a  certificate 
that  the  wearer  is  a  serious 
person.  Says  Anderson's  class- 
mate, Barbara  Schmidt,  30,  a 
research  coordinator  for  Leh- 
man Brothers  investment  man- 
agement division:  "I  don't  real- 
ly need  an  MBA  for  my  job. 
But  not  having  one  may  limit 
my  mobility.  An  MBA  helps 
you  get  your  foot  in  the  door.' 

"At  its  best,  an  MBA  pro- 
gram can  change  your  entire 
life,"  says  Robert  J.  Flaherty, 
who  graduated  from  Harvard 
Business  School  in  1961.  "It 
can  help  you  shift  from  a  pas- 
sive order-taker  into  an  aggres- 
sive decision-maker.  It  can 
help  you  burst  out  of  some 
narrow  functional  job  and  give 
you  the  portability  and  flexi- 
bility   to    fulfill    your  secret 
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dream,  if  you  have   the  courage." 

Before  attending  the  business 
school,  Flaherty  worked  in  a  rather 
routine  job  where  he  felt  himself 
trapped.  He's  now  a  senior  editor  of 
this  magazine  and  one  of  the  nation's 
top  business  writers. 

Adds  Frank  T.  Cary,  chairman  of 
International  Business  Machines,  "The 
MBA  program  at  Stanford  sharpened 
my  appreciation  of  the  pivotal  role 
business  plays  in  society.  There  aren't 
many  ways  to  gain  so  much  knowl- 
edge about  business  in  such  a  con- 
centrated way.  The  ultimate  test  is 
how  that  classroom  knowledge  is  ap- 
plied in  the  real  world."  For  Cary,  ap- 
plying it  led  to  becoming  head  of  the 
world's  premier  growth  company. 

Implicit  in  most  of  these  reasons  for 
wanting  an  MBA  is  the  knowledge 
that  it  is  a  valuable  credential.  The 
question  is:  Why?  Why  do  compa- 
nies prefer  MBAs  to  ordinary  college 
graduates?  To  a  major  extent,  busi- 
nesses look  to  the  MBA  as  a  useful 


screening  device.  Of  the  300  college 
graduates  that  giant  Citibank  will  hire 
this  yen-,  200  will  be  MBAs.  Listen 
to  Richard  Stuart,  group  senior  per- 
sonnel officer  for  Citibank: 

"To  hire  300  people,  we'll  give  over 
7,000  interviews— so  the  efficiency  and 
accuracy  of  the  interviewing  process 
becomes  very  important  to  us.  If  we 
put  a  good,  selective  graduate  busi- 
ness school  in  the  jobseekers'  paths, 
then  the  people  who  get  over  that 
hurdle  and  through  the  screen  will 
probably  be  better  on  average.  The 
chances  are,  the  MBA  will  know  the 
jargon  a  little  better  and  will  have 
sorted  out  the  question:  'Do  I  want 
to  write  the  Great  American  Novel? 
Or  be  a  banker?'  It's  a  prescreening 
process,  and  that's  really  all  the  busi- 
ness school  hierarchy  does  for  us." 

William  Peters,  who  heads  hiring 
for  General  Motors'  central  office  fi- 
nancial staff,  will  hire  some  20  MBAs 
this  year.  GM's  reasons  are  similar  to 
Citibank's:     It's    not    that  business 


schools  turn  ordinary  people  into  good 
businessmen;  it's  rather  that  the 
schools  attract  the  motivated  students. 

"We  are  finding  that  the  better 
bachelor-degree  holders  are  now  to 
be  found  at  the  graduate  business 
schools,"  says  GM's  Peters.  "So  if  we 
want  them,  that's  where  we  have  to 
go.  .  .  .  Yes,  it  is  rather  circular." 

In  this  process,  the  lesser-ranked 
schools'  graduates  will  not  fare  so  well 
as  students  from  prestige  schools. 
As  a  screen,  Stanford,  say,  is  a  far 
finer  mesh  than,  say,  Pepperdine. 

"Our  policy,"  says  Richard  Praz,  a 
personnel  official  for  Bristol-Myers,  a 
major  employer  of  MBAs,  "is  to  get 
the  best.  So  we  go  where  we  think 
most  of  the  best  are,  the  best  schools, 
rather  than  trying  to  find  that  one 
diamond  at  some  second-tier  school." 

Elitism?  Unfair?  Yes,  both.  But  it  is 
also  sound  recruiting  economics. 

There  are  MBAs  and  there  arei 
MBAs.  If  you  are  a  California  resH 
dent,  you  can  get  an  MBA  for  as  lit- 


They  Can't 
All  Be  CEOs 

Medical  education  in  the  U.S.  is  reg- 
ulated by  the  American  Medical  As- 
sociation, legal  training  by  the  Ameri- 
can Bar  Association.  But  so  far  no 
one  has  regulated  the  education  of 
our  managers— winch  is  why  you  prob- 
ably can  still  get  a  good  manager  more 
cheaply  than  an  average  doctor  or 
lawyer. 

The  St.  Louis-based  American  As- 
sembly of  Collegiate  Schools  of  Busi- 
ness tries  to  create  the  guidelines.  It 
sets  accreditation  standards  for  the 
country's  business  schools— rules  that 
less  than  25%  of  the  550-odd  graduate 
business  schools  have  met.  For  a  va- 
riety of  reasons,  the  highly  regarded 
business  programs  of  such  universities 
as  Vanderbilt,  Duke  and  George 
Washington  are  unaccredited;  these 
schools  are  now  trying  to  win  the 
AACSB's  good-education  award. 

But  whether  the  AACSB's  standards 
are  really  in  the  best  interests  of  the 
students  is  a  matter  of  some  debate. 
The  problem,  say  critics,  is  that  the 
AACSB's  standards  require  a  general 
management  curriculum,  one  that  al- 
lows only  three  to  five  specialized 
courses.  The  other  16  or  so  are  gen- 
eral ones  like  intermediate  microeco- 
nomics or  principles  of  marketing. 

"The  AACSB,"  complains  John 
Fielden,  a  Harvard  business  graduate 
who  is  now  dean  of  the  University 
of  Alabama's  (accredited)  business 
school,  "thinks  business  education 
should  be  broad-brush,  that  we  should 


produce  general  managers  who  can 
rise  to  the  top  of  a  corporation.  This 
is  fine  for  a  few  Renaissance  geniuses. 
But  essentially  it  is  unrealistic  because 
most  people  who  come  out  of  grad- 
uate business  schools  never  reach  the 
top  and  end  up  specializing."  Field- 
en  would  like  to  see  more  leeway  so 
that  a  math  major,  for  example,  could 
exclusively  specialize  in  marketing  re- 
search if  he  wanted  to. 

The  AACSB's  fixation  on  generalism 
goes  back  to  the  1959  Ford  Founda- 
tion and  Carnegie  Corp.  reports  that 
criticized  the  low-quality,  highly  spe- 
cialized training  most  business  schools 
then  gave.  The  way  to  go,  said  the 
reports,  was  toward  the  generalist  ap- 
proach taught  by  such  prestige  busi- 
ness schools  as  Harvard  and  Chicago. 
This  may  have  made  sense  when  just 
a  few  thousand  MBAs  were  awarded. 
But  when  32,000  MBA  degrees  are 


granted  every  year?  Isn't  the  need  fora 
specialists  even  more  pressing? 

In  fact,  says  Fielden,  the  AACSB's 
strict  adherence  to  the  generalist  ap-s 
proach  could  well  hurt  the  chances  of 
many  MBAs  from  second-  or  third- 
rate  schools  of  finding  jobs,  since 
many  MBA  employers  today  want  stu- 
dents who  can  go  right  to  work  in  a 
position  requiring  some  specialized 
skills.  The  more  so  given  the  starting 
salary  premiums  MBA  command  over) 
undergraduate  business  students. 

And  if  the  AACSB  does  not  allow) 
more  specialization?  In  that  case,  says 
Fielden,  new  masters  programs  will 
arise  to  satisfy  employers'  needs.  "Wa 
go  in  fads  in  this  country.  Before  the 
Ford-Carnegie  studies,  the  fad  was  i 
vocational  training.  Then  in  the  1960s  p 
it  was  liberal-artsy.  And  now  I  think  p 
it's  moving  back." 

Somebody  has  to  mind  the  store!  |( 


FORBES,  MARCH  1,  19771 


Innovator:  Long  Island's  Adelphi  University's  commuter  MBA  course  won  di- 
rector Gregory  Gutman  (standing,  rear)  a  spot  on  TV's  What's  My  Line? 


'The  MBA 
On  Wheels" 

At  6:58,  on  a  very  cold,  very  snowy 
morning,  a  half  dozen  students  climb 
into  the  first  car  of  the  Long  Island 
Rail  Road's  Port  Jefferson  commuter 
line  and  join  a  dozen  of  their  peers. 
They  are  on  their  way  to  jobs  in  Man- 
hattan. During  the  commute,  they  also 
will  get  a  bit  closer  to  their  Adelphi 
University  MBA  degrees. 

By  taking  352  one-hour  courses 
during  the  morning  and  evening  trips, 
and  paying  around  $5,000,  these  stu- 
dents and  130  more  like  them  on  oth- 
er commuting  lines  can  earn  their 
Adelphi  MBAs  in  two  years  or  less- 
assuming,  of  course,  they  can  keep 
their  eyes  open  and  ignore  rattling 
and  train-whistle  interruptions. 

The  decreasing  number  of  18-  to 
25-year-olds  has  brought  financial  woe 
to  most  U.S.  colleges  and  universities. 
Thus,  many  schools  have  been  forced 
to  peddle  their  wares  to  older  stu- 
dents—mostly by  taking  their  class- 
rooms to  the  students. 

Most  Adelphi  students  say  they  love 
the  "MBA  On  Wheels"  program.  The 
train  classroom,  they  say,  fits  perfect- 


tie  as  $400  at  a  place  like  California 
State  University,  Fresno,  compared 
with  the  $18,000  cost  of  a  Stanford 
MBA.  As  the  demand  for  the  degree 
grew  (both  from  students  and  from 
business),  the  established  schools 
found  their  applications  soaring.  Stan- 
ford's applications  have  increased  al- 
most threefold  in  the  past  ten  years. 
These  schools  could  expand  only  to  a 
limited  degree  to  meet  the  demand. 
Since  1965,  Wharton  has  grown  from 
425  to  625  MBAs  a  year,  Dartmouth's 
Amos  Tuck  School  to  just  135  per 
year  from  81.  As  a  consequence,  other 
schools  began  starting  MBA  programs. 
They  did  it  so  rapidly  that  tbe  15 
schools  that  supplied  over  two-thirds 
of  all  MBA  degrees  in  1965  now  sup- 
ply about  20%.  The  number  of  MBA 
programs  may  have  doubled  in  the 
last  few  years. 

The  most  prestigious  15  schools 
grant  an  MBA  that  brings  nationwide 
recognition  and  immediate  cash  value. 
Among  these  are  Chicago,  Columbia, 
Wharton  and  Dartmouth's  Amos  Tuck. 
After  that  come  another  50  that  are 
beginning  to  gain  nationwide  recogni- 
tion but  currently  give  their  MBA 
holders  only  excellent  regional  job  op- 
portunities. Among  them:  Pittsburgh, 
Purdue  and  the  University  of  Indiana. 
Then  there  are  another  100  strict- 
ly regional  schools,  some  with  good 
programs,  some  not  so  good.  These  in- 


ly with  their  everyday  lives.  "I've  got 
two  kids  whom  I  love,  and  I  also  love 
to  work,"  says  Barbara  Schmidt,  30, 
a  tallish,  blond  research  coordinator 
in  the  investment  management  divi- 
sion at  Lehman  Brothers.  "How  could 
I  work,  see  my  kids  and  get  my  MBA 
if  I  had  to  enroll  in  a  traditional  day- 
or  night-school  program?" 

The  rolling  classroom  has  been  good 
to  Adelphi  University,  too.  Leasing  its 
four  train-car  classrooms  costs  the 
school  $17,000  a  term.  Teachers  for 


elude  Boston  University,  the  Univer- 
sity of  Washington,  the  University  of 
Texas  and  the  University  of  Alabama. 
Finally,  there  are  hundreds  of  other 
schools,  some  of  whose  MBA  pro- 
grams are  strictly  diploma  mills. 

The  fact  is:  A  business  school 
makes  good  dollar  sense  for  a  uni- 
versity. Classes  are  usually  large  and 
can  be  staffed  with  part-time  faculty 
—often  local  businessmen.  Capital  in- 
vestment is  much  less  than  for,  say, 
medical  programs. 

Some  universities  have  simply 
tacked  a  masters  program  onto  their 
already  existing  undergraduate  busi- 
ness programs.  Saginaw  Valley  State 
College  in  Michigan,  which  will  open 
this  fall,  and  California  State  Univer- 
sity, Fresno,  are  examples  of  this. 

But  some  schools  have  been  real 
innovators.  Probably  the  best  exam- 
ple of  this  is  Los  Angeles-based  Pep- 
perdine  University.  In  1968  Dean 
Donald  Sime  figured  that  the  tradi- 
tional business  schools  in  Southern 
California  had  ignored  a  major  mar- 
ket: the  30-  to  40-year-old,  middle-  or 
upper-echelon  manager  with  good  job 
experience  but  no  formal  business 
education.  So  Sime  designed  an  eve- 
ning and  weekend  MBA  program  and 
offered  his  classes  in  several  locations, 
most  within  a  30-minute  drive  for  his 
students.  And  he  advertised  heavily. 

Result:  Pepperdine's  MBA  enroll- 


che  program  cost  another  $16,500. 
Tuition  from  the  150  students  (80% 
of  whom  are  funded  by  their  em- 
ployers or  the  government)  comes  to 
around  $52,000— for  an  annual  net 
profit  of  around  $50,000.  This  is 
enough  to  hire,  say,  two  professors  of 
English  literature.  So  successful  is  the 
program  that  Adelphi's  associate  pro- 
fessor of  marketing,  Gregory  Gutman, 
who  helped  start  it,  says  that  he  will 
most  likely  expand  it  to  two  more 
commuter  lines. 


ments  have  grown  from  25  in  1968  to 
over  1,200  today  at  60  different  loca- 
tions, from  Honolulu  to  Dallas.  Last 
year  Pepperdine's  program  contrib- 
uted nearly  $2  million  to  the  rest  of 
the  university. 

Pepperdine  is  not  alone.  The  Uni- 
versity of  West  Los  Angeles  has 
grown  from  27  MBA  students  in  1973 
to  120  today.  San  Diego's  National 
University's  $200,000-year  profit  is 
nearly  as  much  as  the  Harvard  Busi- 
ness School's  surplus. 

In  Westchester  County,  a  Manhat- 
tan bedroom  area,  the  number  of 
MBA  programs  has  grown  from  just 
one  in  1970  to  at  least  six.  Long  Is- 
land-based Adelphi  University  has 
offered  its  MBA  programs  on  military 
bases,  in  hospitals,  in  libraries,  at  cor- 
porate offices  and  on  commuter  trains. 
Adelphi's  MBA  enrollments  have 
grown  300%  since  1970,  to  around 
950  students  today. 

Increasingly,  there  are  complaints 
that— except  from  the  prestige  schools 
—the  MBA  degree  has  little  value. 
Listen  to  Paul  Boudreau,  29,  of  Mar- 
blehead,  Mass.,  who  borrowed 
$10,000  to  get  his  MBA  from  Syra- 
cuse University  in  1973.  Nearly  four 
years  later  Boudreau  is  working  as  a 
waiter  and  still  looking  for  a  man- 
agerial job.  "That  MBA  was  of  no 
value  to  me,"  he  complains.  "I  would 
have  been  better  off  with  that  $10,000 
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Prestige:  Heady  growth  of  MBAs  won't  keep  fast-track,  $20,000-plus-to-start  jobs  from  going  to  MBAs  from  such  prestige 
schools  as  Harvard  (above).  Says  a  dean:  "They  go  on  the  smart-in,  smart-out  principle.  Nothing  can  touch  them." 


in  the  bank."  A  New  York  writer  says 
of  the  time  he  spent  earning  an  MBA 
in  New  York  University's  Business 
School:  "I'd  have  been  better  off 
spending  my  evenings  chasing  girls." 

Any  student  would  be  deluding 
himself  if  he  thought  that  these  new- 
er programs  or  night  programs  would 
give  him  the  equivalent  of  a  Stanford 
MBA.  Still,  under  some  circumstances, 
a  lesser  MBA  study  program  can  be 
quite  useful.  As  Harold  Williams,  the 
former  businessman  who  heads  the 
prestigious  business  school  at  UCLA, 
puts  it:  "The  job  market  recognizes 
that  there  are  differences  between 
MBA's.  It's  like  soap,  you  know: 
There's  soap  and  there's  Dial.  The  job 
market  is  selective  now."  The  lesser- 
known  business  programs  can  provide 
useful  career  help  to  people  who 
have  little  expectation  of  ever  making 
it  to  the  executive  suite  of  a  billion- 
dollar  corporation  or  to  the  big  names 
in  Wall  Street. 

"The  MBAs  from  the  second-  and 
third-tier  schools  will  be  more  attrac- 
tive to  us  than  the  bachelors-degree 
holders  because  they'll  be  a  little  more 
mature  and  have  a  little  more  famil- 
iarity with  the  terms,"  says  a  person- 
nel official  of  a  major  consumer  prod- 
ucts company.  "But  we'll  hire  them 


for  the  jobs  we  used  to  give  to  col- 
lege graduates,  jobs  like  junior  ac- 
countants, assistant  product  managers, 
even  sales  representatives.  The  few 
extra  bucks  we'll  have  to  pay  them 
won't  much  matter." 

And  MBA  training  can  be  useful 
for  more  than  just  a  job  credential. 
Take  the  case  of  San  Diego's  assistant 
police  chief  Donald  Reierson,  41,  who 
earned  his  MBA  two  years  ago  from 
National  University  and  who  says  it 
was  one  of  the  most  valuable  experi- 
ences he  ever  had. 

"For  one  thing,"  says  Reierson,  "I 
can  now  talk  on  an  equal  footing  with 
the  budget  directors  and  city  council- 
men  who  make  all  the  decisions  about 
the  police  department's  budget.  Also, 
my  computer  class  at  National  was 
taught  by  the  head  of  General  Dy- 
namics' computer  modeling  division. 
After  I  graduated,  I  was  able  to  bring 
him  in  as  an  unpaid  consultant  to  de- 
velop a  computer  program,  which  we 
used  to  allocate  police  resources  in 
San  Diego." 

Reierson 's  pay  did  not  increase  just 
because  he  now  has  an  MBA.  And  he 
may  not  have  made  the  kind  of  con- 
nections you  make  at  Harvard  or  Stan- 
ford. But  he  certainly  received  value 
for  bis  degree. 


What  about  the  MBA  as  creden- 
tial, as  passport  to  Fat  City?  There 
are  signs  that  it  is  getting  a  bit  tar- 
nished. "I  think  we're  in  a  typical 
explosive  boom  in  business  education," 
says  Harvard  Business  School  Dean 
Lawrence  Fouraker.  "But  it'll  soon 
come  down.  The  26-  to  30-year-olds 
will  peak,  and  I  doubt  that  starting 
salaries  will  continue  to  increase  as 
fast  as  tuition  costs  rise.  I  think  there 
will  be  a  collapse  in  the  1980s." 

Agrees  Arch  Patton,  recently  re-: 
tired  director  of  McKinsey  &  Co.,  the 
big  consulting  firm:  "If  supply  con- 
tinues to  increase  and  demand  stays 
where  it  is,  there  could  be  a  relative 
decrease  in  MBA  starting  salaries." 

The  problem  is  really  very  simple: 
Business  just  has  so  many  really  good 
jobs  to  offer.  In  this  it  is  like  any  other 
profession.  And  if  the  supply  begins  to 
outrun  prospective  demand  for  MBAs, 
there  will  be  a  glut.  This  is  one  of 
the  major  weaknesses  in  our  vast  sys- 
tem of  higher  education:  It  is  very; 
adept  at  expanding  to  meet  demand 
for  degrees,  but  very  inefficient  when 
it  comes  to  seeing  to  it  that  the  sup- 
ply of  graduates  is  matched  to  the 
supply  of  jobs. 

What  it  boils  down  to  is  that  an 
MBA  doesn't  guarantee  success  in 
business,  but  success  in  business  is 
getting  increasingly  harder  to  achieve 
without  an  MBA.  "The  younger  peo-, 
pie  will  have  to  get  the  degree,"  saysj 
Arch  Patton.  "Competition  for  jobs! 
among  younger  people  will  be  sensa-| 
tional.  The  MBA  is  becoming  a  kind- 
of  union  card  for  jobs  you  could  have 
gotten  a  few  years  ago  with  a  college, 
or  even  high  school  degree." 

All  this  is  perfectly  predictable,  but! 
a  bit  disturbing.  The  very  last  thing 
that  U.S.  business  needs  is  to  adopt  a 
mandarin  system— the  ordeal  by  com-  { 
petitive  examination,  which  in  old| 
China  was  the  only  path  to  a  good- 
job.  That  system,  scholars  agree,  made 
a  mighty  contribution  to  the  decline 
of  Chinese  civilization.  ■ 
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Older  Folks:  Pepperdine  University  (MBA  enrollments:  1,200)  designs  its 
courses  for  older  managers.  Do  they  get  any  value?  That  all  depends. 


Lightbulbs  For 

The  Lamps  Of  China? 

Even  if  Hua  Kuo-feng  and  Jimmy  Carter  become  bosom 
pais,  U.S.  trade  with  China  won't  be  a  bonanza. 


Unlike  their  recently  purged  prede- 
cessors, China's  new  leaders  want 
iconomic  growth.  That  means  ex- 
panded trade  with  the  West.  Presi- 
dent Carter  is  being  pressured  to  help 
by  recognizing  the  Peking  regime  and 
naming  retired  Senate  Majority  Lead- 
er Mike  Mansfield  as  ambassador.  A 
China  scholar,  Mansfield  is  also  old 
enough— 73— to  be  respected  by 
China's  elder  statesmen. 

Full  diplomatic  recognition  of  Pe- 
king would  not  end  the  U.S.'  healthy 
economie  relationship  with  the  rival 
government  on  Taiwan  (only  Arabs 
can  afford  boycotts),  but  it  wouldn't 
mean  a  flood  of  steady  sales  to  the 
mainland  either.  Like  most  developing 
countries,  China  dearly  wants  U.S. 
knowhow  but  has  little  to  sell  in  re- 
turn. Unlike  most  other  countries, 
though,  China  will  not  borrow  to  fi- 
ance its  deficits.  In  1974  bad  weath- 
er caused  record  wheat  and  cotton 
imports.  Instead  of  floating  a  loan, 
the  credit  worthy  Chinese  cut  back 
:m  other  imports  to  take  up  the  slack. 

So  Chinas  imports  cannot  grow 
nuch  faster  than  export  earnings.  In 
}:he  past  six  years,  the  Chinese  have 
leeome  sharp  salesmen— quietly  regis- 
rering  their  trademarks  and  expand- 
ing U.S.  outlets  for  things  like  textiles 
hnd  foodstuffs.  Also,  they  are  hawk- 
ng    more    sophisticated    wares.  In 


1973  China  exported  feathers  and 
goose  down;  now  it's  parkas  and 
sleeping  bags.  But  even  China's  sur- 
prising trade  surplus  with  the  U.S. 
{see  chart)  won't  support  significant 
expansion  of  its  $31 0-billion  economy: 
Gross  national  product  per  capita  is 
one-tenth  that  of  the  U.S.S.R.'s,  one- 
twentieth  that  of  the  industrial  West's. 

Aside  from  its  preference  lor  cash 
and  tarry,  other  political  considera- 
tions hurt  China's  ability  to  develop. 
"The  country  is  a  storehouse  of  min- 
erals, but  you  can't  buy  them,"  ex- 
plains Julian  Sobin,  a  senior  vice 
president  of  International  Minerals  & 
Chemical.  "Instead,  they  want  to  sell 
labor-intensive  products  made  from 
their  raw  materials."  Oil— the  one 
commodity  the  Chinese  will  market— 
isn't  easy  to  sell.  Their  crude  has  a 
high  wax  content,  and  Japanese  re 
finers  refuse  to  make  modifications  to 
handle  it.  They  fear  supplies  will  be 
cut  oft  as  home-country  demand  ex- 
pands. Though  petroleum  was  China's 
top  foreign-exchange  earner  last  year, 
revenues— about  $750  million— were 
off  a  bit  from  1975. 

If  formal  recognition  from  the  U.S. 
does  come,  there  will  probably  be  a 
temporary  flurry  of  trade— like  the 
$100-million-plus  orders  for  7()7s  from 
Boeing  and  ammonia  plants  from 
Pullman-Kellogg  placed   after  Presi- 


dent Nixon's  visit.  Then  business  will 
return  to  current  levels.  As  for  agricul- 
tural products,  the  Chinese  will  use 
the  U.S.  only  as  a  residual  supplier- 
buying  because  ol  bad  crops  or  prob- 
lems with  other  vendors. 

All  that,  of  course,  doesn't  deny  the 
potential  for  trade  with  China.  With 
one-fifth  of  the  world's  population  and 
an  economy  50?  larger  than  Britain's, 
the  market  is  too  big  to  ignore.  A 
feeler  last  year  by  Coca-Cola,  how- 
ever, says  a  lot  about  how  remote 
that  potential  is.  Unlike  their  Soviet 
neighbors,  Peking's  true  believers 
aren't  about  to  allow  the  sale  of  U.S. 
soft  drinks.  Instead,  the  Atlanta  firm 
established  a  relationship  by  buying 
several  thousand  dollars  worth  of 
wicker  work  for  resale  to  employees. 

"Everybody  wants  to  make  a  mark 
there,"  explains  a  veteran  of  main 
Canton  trade  fairs,  "but  damn  few 
make  a  profit.''  ■ 


'relude:  President  Carter's  recent  meeting  with  Huang  Chen  (seated,  left), 
hief  of  China's  liaison  office  here,  was  a  step  toward  more  China  trade. 


The  Real  Story 

One-shot  orders  for  grain  and  cot- 
ton gave  U.S.  exports  to  China  a 
boost  three  years  ago.  The  real 
trade  story,  however,  is  the  steady 
growth  in  demand  for  Chinese 
products  here.  Good  marketing 
makes  the  Peoples  Republic  one 
of  the  few  nonindustrial  nations 
that  boasts  a  positive  trade  bal- 
ance with  the  United  States. 
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If  your  company  markets  nationally,  you  need  a  bank  that  performs 
nationwide  -  at  the  grass  roots  as  well  as  in  the  money  centers. 

Here's  how  First  Chicago,  organized  since  1904  on  lines  that  make 
it  a  truly  national  institution,  serves  your  company  nationwide 
with  nine  regional  offices  across  America. 


Wherever  your  company  is  lo- 
cated in  America,  there  are  important 
advantages  to  be  gained  when  you 
bank  with  a  truly  national  bank. 

What  do  we  mean  by  national 
bank?  We  mean  something  more  than 
the  technical  term  that  describes 
banks  organized  with  the  approval  of 
the  Comptroller  of  the  Currency.  By 
national  bank  we  mean  a  bank  that  is 
truly  national  in  scope  and  capability, 
that  can  provide  corporate  banking 
services  as  a  matter  of  course,  to  cus- 
tomers located  anywhere  in  the 
nation. 

lb  be  national,  a  bank  has  to  work 
at  it.  Here's  what  we've  done  and  are 
doing  to  bring  true  national  banking 

to  you. 

National  banking  on 
your  own  home  ground. 

Today,  on  Peachtree  Street  in 
Atlanta,  on  Fifth  Avenue  in  New 
York,  in  Baltimore,  Boston,  Cleveland, 
Houston,  Kansas  City,  Los  Angeles 
and  San  Francisco,  nine  expertly 
staffed  First  Chicago  regional  offices 


are  bringing  national  banking  ser- 
vices to  companies  of  all  sizes. 

The  services  made  available  by 
these  nine  offices  are  as  broad  and 
varied  as  banking  itself,  and  you  can 
pick  and  choose  among  them  accord- 
ing to  your  company's  needs. 

Wherever  you  are  located,  what- 
ever services  you  need,  it's  important 
to  know  there's  a  First  Chicago  re- 
gional office  capable  of  bringing  you 
the  total  resources  of  a  $19  billion 
banking  corporation. 

Industry  expertise 

keeps you 
in  financial  touch 
with  the  nation. 

Tb  get  the  most  from  a  banking 
relationship,  you  need  a  bank  that 
understands  the  ins  and  outs  of  your 
business.  Not  only  how  it  operates  on 
your  own  home  ground,  but  how  it 
operates  across  the  nation. 

In  1904  we  organized  our  loan 
divisions  to  service  specific  industries 
instead  of  the  geographical  areas 


those  industries  were  located  ir 
day  First  Chicago's  nationwide  I 
try  expertise  is  readily  availabl  j 
through  our  regional  offices. 


James  Giffin,  manager  of  First  Chicagoi 
Ange/es  regional  office,  and  Joseph  Lan 
manager  of  First  Chicago's  Edge  Act  ofik 
Angeles  discuss  their  customers' problei 
ing  is  a  service  business,"  says  Giffin.  Tfc 
be  close  to  your  customers  " 

National  banking  by 

First  Chicago 
spreads  money-cente 
dollars  nationwide. 


For  companies  far  removec 
money-center  cities,  First  Chic 


banking  can  bring  new  and 
y  dependability  to  your 
lgs. 

there  are  other  money-center 
s  available.  Working  through 
ional  office,  First  Chicago's 
te  Finance  Division  acts  in  an 

capacity  to  help  you  get  10- 
ir  private  placement  money, 
it  Capital  Corporation  will 
l  growing  companies  that 
iture  capital.  Our  First  Chi- 
estment  Corporation  invests 
iged  buy-outs,  preferred 
ues,  financing  of  acquisitions, 
it  Chicago  Leasing  Corpora- 
bles  your  company  to  expand 

Ethout  borrowing,  by  leas- 
ind  equipment. 
xx),  is  national  banking  by 
ago.  Money-center  banking 
wn  backyard. 

How  towscrape  up" 

thousands 
)f  free  dollars  a  year. 

,500,  $32,600,  $684,000, 
These  dollar  amounts  are 
let  savings  achieved  by  com- 
lstituting  First  Chicago  cash 
ment  systems. 

r  First  Chicago  regional  office 
he  most  sophisticated  cash 
"nent  services  to  work  for  you 
v,  including  techniques  deve- 
thin  the  last  two  years  to 


serve  many  of  the  nat  ion's  100  top 
corporations. 


Norman  McClave  and  James  McCormick  of  First 
Chicago's  Atlanta  office  plan  cash  management, 
corporate  finance,  and  international  seminars  for 
their  customers  with  Norman  Raedle,  Division 
Head  for  Regional  Offices. 


National  banking 
delivers  the  world 
to  your  doorstep. 

American  exports,  even  if  you  ex- 
clude wheat,  are  on  the  increase. 
Overseas  activity  —  including  interna- 
tional trade  and  the  establishment 
of  foreign  subsidiaries  — may  offer 
your  company  the  single  most  produc- 
tive opportunity  for  sustained,  solid 
growth. 

First  Chicago's  offices  deliver  an 
extensive  international  capability 
right  to  your  doorstep.  They  can  do  so 
because  First  Chicago  is  more  than 
just  a  money-center  bank.  It's  a  lead- 
ing international  bank,  too,  with  81 
facilities  in  37  countries  (for  the  com- 
plete list,  see  the  bottom  of  next 
column). 


The  national  bank.  It  has  be- 
come more  than  just  a  technical  term 
with  First  Chicago's  national  bank- 
ing now  serving  more  than  10,000 
customers  across  America. 


For  on-the-scene  national 
banking  services  call  the 
First  Chicago  regional  office 
nearest  you. 


ATLANTA 

KANSAS  CITY 

Norman  McClave 

Kussell  Lwert 

(404)  892-0966 

(816)  471-3880 

BALTIMORE 

LOS  ANGELES 

Robert  Probasco 

James  Giffin 

(301)  547-8700 

(213)  628-0234 

BOSTON 

NEW  YORK 

Daniel  Holland 

Donald  Glickman 

(617)  247-4040 

(212)  751-3910 

CLEVELAND 

SAN  FRANCISCO 

William  Burk 

Ronald  Zech 

(216)  781-0900 

(415)  788-4311 

HOUSTON 

Bob  Street 

(713)658-1100 

First-hand  information, 
from  37  countries. 

NORTH  AMERICA:  Atlanta;  Baltimore; 
Boston;  Chicago;  Cleveland;  Houston; 
Kansas  City;  Los  Angeles;  Mexico  City. 
New  York;  San  Francisco,  Toronto. 
EUROPE:  Amsterdam;  Antwerp;  Athens, 
Bristol;  Brussels;  Cardiff;  Channel  Islands; 
Dublin;  Diisseldorf;  Edinburgh;  Frankfurt, 
Geneva;  Leicester,  London;  Madrid;  Milan; 
Munich;  Newcastle;  Paris;  Piraeus;  Rome; 
Rotterdam;  Stockholm;  Warsaw.  MIDDLE 
EAST:  Abu  Dhabi,  Beirut;  Cairo;  Dubai; 
Sharjah;  Tehran.  AFRICA:  Lagos;  Nairobi. 
LATIN  AMERICA:  Bogota;  Caracas, 
Guatemala  City;  Panama  City;  Sao  Paulo. 
CARIBBEAN:  Bridgetown;  Cayman  Is- 
lands; Kingston;  Montego  Bay;  Ocho  Rios; 
Port-au-Prince.  ASIA:  Bangkok;  Hong 
Kong;  Jakarta;  Seoul;  Singapore;  Tokyo. 
PACIFIC:  Manila;  Melbourne;  Sydney. 
©1976.  The  First  National  Bank  of 
Chicago  Member  FDIC. 


Houston:    hen  And  Now 


Ten  years  have  made  quite  a  difference  in  the  skyline 


Forbes  magazine  committed  a  Texas-size  blooper  in  its 
Feb.  1  issue.  We  ran  a  picture  of  the  Houston  skyline 
(reprinted  below)  that  was,  as  we  were  quickly  informed 
by  many  readers,  at  least  ten  years  old.  James  Flanigan, 
our  Southwest  bureau  chief  newly  arrived  in  Houston,  was 
gently  chided  by  local  people  about  the  picture.  "That," 
he  replied  diplomatically,  "is  why  I'm  here."  In  order  to 
make  amends  and  also  to  make  a  point,  we  gladly  (hon- 
est) print  the  Houston  skyline  as  it  looked  just  last  month 
( see  above ) . 

"The  downtown  Houston  skyline  keeps  changing,"  our 
original  caption  said.  That's  putting  it  mildly.  There  is 
Pennzoil  Place,  the  black-gabled  sheer  illusion  of  a  tower 
toward  the  left  of  the  recent  picture.  It  is  illusion  because 
Pennzoil  Place  is  two  towers  connected  at  the  base,  a  bold 
triumph  of  modern  architecture.  The  white  skyscraper 
dominating  the  center  of  the  picture  is  One  Shell  Plaza,  a 
significant  addition  to  the  Houston  skyline.  One  Shell  re- 
sulted from  the  decision  of  the  Shell  Oil  Co.  in  1969  to 
move  its  headquarters  from  New  York  to  the  sometimes 
steamily  humid  energy  capital  near  the  Gulf  of  Mexico. 


Houston  people  look  upon  that  move  as  a  milestone  in 
tbe  city's  relentless  pursuit  of  its  ambition  to  be  a  capital 
of  corporate  America. 

But  the  more  profound  change  in  Houston  in  the  last 
ten  years  is  seen  in  its  attitude,  not  its  architecture.  Hous- 
ton then  was  a  confident  town,  to  be  sure,  but  its  bustle 
and  ambition  went  largely  unnoticed  by  a  nation  still 
thinking  that  the  center  of  U.S.  growth  was  in  Southern 
California.  Texas  was  still  Texas,  a  place  of  oil  and  cattle, 
the  birthplace  of  a  larger-than-life  President  and  the  place 
where  his  predecessor  was  killed.  Scarcely  a  word  was 
heard  about  the  Sun  Belt,  nor  did  we  know  as  much  of 
rural  Georgia  as  we  now  do.  We  weren't  that  conscious 
of  the  Arab  Middle  East  either,  and  if  someone  hap- 
pened to  use  the  word  "energy,"  he  was  presumed  to  be 
talking  about  physics. 

But  currents  of  change  were  even  then  running  that 
would  quickly  alter  our  nation  and  our  perspectives. 
With  one  of  our  top  men  now  stationed  in  Houston,  we're 
not  likely  to  miss  the  future  changes  in  the  Houston  sky- 
line (see  Side  Lines,  p.  6).  ■ 


A  Heck  Of  A  Sales  Force" 


Everybody's  dread  disease  has  become 
John  Amos'  very  successful  meal  ticket. 


By  BREEZE  McMENNAMIN 

When  John  B.  Amos,  the  53-year-old 
founder  and  chairman  of  American 
Family  Corp.,  was  a  young  man  prac- 
ticing law  in  Florida,  a  sign  in  his  of- 
fice read  "God  Bless  Those  Who  Sue 
My  Clients."  Today  Amos  is  in  the  in- 
surance business,  but  the  sentiment 
has  hardly  changed. 

Through  its  subsidiary,  American 
Family  Life  Assurance  Co.  of  Colum- 
bus, Ga.,  American  Family  sells  sup- 
plemental cancer-expense  insurance- 
over  $72  million  worth  in  1976.  The 
21-year-old  company  is  being  hailed 
by  its  boosters  as  the  fastest-growing 
insurance  company  in  the  world:  To- 
tal revenues  in  1976  were  up  50%,  to 
$152  million,  on  top  of  a  similar  in- 
crease in  1975;  earnings  were  up  60% 
in  1976,  to  $2.02  a  share;  its  stock 
price  has  advanced  over  400%  since 
early  1975  to  its  current  price  on  the 
New  York  Stock  Exchange  of  14/2. 


What 


is  cancer-expense  insurance  r 


Put  down  $50  for  the  annual  pre- 
mium, and  you're  entitled  to  "unlim- 
ited" lifetime  hospital  and  medical 
benefits  in  the  event  you  develop  any 
kind  of  cancer.  There's  no  medical  ex- 
amination required,  just  your  state- 
ment that  you've  been  clean  of  cancer 
for  the  past  ten  years.  Your  policy  is 
guaranteed  renewable  for  life— at  the 
then  current  premium  rate.  There  is 
no  limit  to  the  total  payout  available 
—individual  benefits  have  gone  as  high 
as  $54,000. 

"We  provide  a  vital  service  to  poli- 
cyholders who  have  a  claim,"  says 
Amos.  "For  those  who  don't  have  a 
claim,  well,  I  guess  we'd  have  to  con- 
fess to  being  a  ripoff.  Just  the  way 
fire  insurance  is  a  ripoff  for  anyone 
who  doesn't  have  a  fire." 

Unlike  fire  and  casualty  companies, 
or  even  other  health  insurers,  how- 
ever, American  Family  at  present  op- 
erates with  relatively  little  competi- 
tion, writing  60%  of  all  cancer  policies 
in  the  U.S.  It  had  some  2.1  million 
policies  in  force  last  year.  What  com- 
petition does  exist  has  for  the  most 
part  simply  copied  American  Family's 
policies  and  rates. 

Nothing  about  the  Columbus  head- 


quarters of  American  Family  suggests 
the  fearful  nature  of  its  very  profit- 
able product.  Not  the  company  name, 
or  the  new,  18-story,  garishly  plush 
offices.  Not  the  annual  report's  theme, 
"Success  Is  Teamwork,"  or  the  sales 
force's  resident  Baptist  minister- 
coach.  Certainly  not  its  chain-smoking 
chairman.  The  profitability,  however, 
comes  through  loud  and  clear. 

"We're  one  of  the  few  insurance 
companies  of  any  kind  that  makes  an 
underwriting  profit,"  says  Amos,  the 
white-haired  guiding  light  of  the  bur- 
geoning company.  Amos  claims  that 
while  it  takes  seven  years  to  break 
even  on  life  insurance  policies,  of 
which  American  Family  writes  very 
little— only  $2  million  worth  in  new 
premiums  last  year— he  breaks  even  on 
his  CancerCare  policies  inside  of  two. 
Why?  For  one  important  reason  that 
has  bewildered  the  more  orthodox 
competition:  American  Family  is  a 
hard-sell  merchandising  company  that 
just  happens  to  sell  insurance. 

Founding  Formula 

Amos  spent  over  ten  years  perfect- 
ing his  techniques  in  Georgia  and  ten 
other  southeastern  states.  When  the 
debit  insurance  company  he  founded 
at  31  in  Columbus  with  $50,000 
of  borrowed  money  and  another 
$250,000  from  outside  sources  went 
nearly  bust  three  years  later,  Amos 
had  to  find  something  else  to  sell.  He 
did  the  polio  insurance  writers  of  the 
1940s  one  better. 

The  incidence  of  cancer  was  high 
and  growing,  treatment  was  expen- 
sive and  there  would  never  be  any 
epidemics  to  cover.  A  cure  seemed  a 
long  way  off,  and  the  gnawing  fear  of 
cancer  was  almost  universal.  Why  not 
offer  an  inexpensive  (the  yearly  pre- 
mium then  was  $12.50)  policy  de- 
signed to  span  the  gap  between  the 
limits  of  group  medical  coverage  and 
the  actual  cost  of  protracted  can- 
cer treatment? 

Amos  avoided  the  licensing  prob- 
lems he  ran  into  in  most  states  by  set- 
ting up  a  marketing  subsidiary,  now 
dormant,  and  engaging  in  a  fronting 
arrangement  with  Chicago's  Globe 
Life  Insurance  Co.  Globe,  which  was 


Amos:  The  "concept"  was  cancer. 

licensed  to  write  life  and  health  in- 
surance all  over  the  country,  would 
sell  the  Amos  policies  and  American 
Family  would  reinsure  them.  That 
way,  when  Amos  later  faced  state  in- 
surance commissioners,  there  was  no 
denying  that  his  policies  had  already 
been  sold  in  their  state  and  that  the 
company  had  been  covering  them. 

The  scheme  worked  beautifully.  In 
1969  American  Family  was  licensed  in 
just  its  original  11  states  and  Jamaica. 
Today  it  can  sell  in  47  states  and 
Washington,  D.C.,  plus  Puerto  Rico, 
the  Virgin  Islands,  Great  Britain,  Leb- 
anon, Hong  Kong  and  Japan. 

Meanwhile,  Amos  had  streamlined 
the  policy  and  made  it  easy  to  under- 
stand—no maximum  on  lifetime  bene- 
fits, just  one  flat  premium  charge.  At 
the  home  offices  in  Columbus— until 
1974  a  collection  of  Quonset  huts  and 
private  homes— he  developed  a  sophis- 
ticated policy-processing  and  claims 
operation.  Amos  also  convened  an  ag- 
gressive sales  force  so  well  paid  and 
rewarded  that  the  company  will  never 
be  licensed  in  New  York  or  New 
Jersey,  which  have  strict  limitations 
on  agent  commissions  and  sales  con- 
test prizes  and  specific  bans  on  dread- 
disease  policies. 

Productive  agents  and  their  region- 
al managers  are  extremely  well-paid. 
In  fact,  in  1976  four  made  more  than 
John     Ames,     who     pays  himself 


FORBES,  MARCH  1,  1977 


53 


1 J  i  I '-i I 'A  I'll J  i  r<i^  i." 


surprising  state. 


The  state  is  Virginia.  And 
what's  surprising  is  not  just  the 
way  our  work  force  is  growing, 
but  the  way  it's  working. 

You  see,  the  latest  fig- 
ures show  that  the  work 
time  lost  by  Virginians 
through  strikes  and 
stoppages  is  less  than 
half  the  national  average 
(0.16%vsQ6%): 

This  means  we  have 
a  work  force  that's  proven 
it  likes  to  work.  And  that 
means  a  surprisingly  high 
level  of  productivity  for  our 
manufacturers. 

Now,  if  this  is  the  kind  of  sur 
prise  you  could  get  to  like,you 
should  get  to  know  more  about 
a  state  that's  full  of  them. 

Profit  from  the 
Vigor  of  Virginia 


U  S  Bureau  of  Labor  -  1973 


■■HI 


....  -  .  -~  -   *   

Write  Frank  Aispaugh.  Div  of  Industrial  Development.  Rm  C 1 0  State  Office  Bldg 


 s.  -  ..  L  i 

Richmond.  Va  2321')  Phone  (804)  786-3791 


Tie  on  a 
Capitalist 
Tool 


The  last  word  in  stylish  con 
temporary  neckwear.  Its  mes- 
sage, Capitalist  Tool,  is  woven 
in  red  into  a  deep  blue  back- 
ground. The  perfect  quality 
gift  for  someone  you  admire 
....  or  for  yourself  $10 

Save  it  for  a  rainy  day . . . 
The  Capitalist  Tool 
Jumbo  Umbrella 

Handsome  and  sturdy,  it's 
the  dapper  executive's 
answer  to  keeping  dry  in 
the  heaviest  downpours 
Red  on  blue,  double- 
ribbed  nylon  canopy 
$20 


L_. 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 
Please  send  me  the  following  Capitalist 
Tool  items: 

Nf>cklie(s)  @  $10  each. 

 .  .  Umbrella(s)  @  $20  each. 

Enclosed  is  my  check. 

Please  allow  4  weeks  for  delivery. 

Name  

Address  

Cliy   

State  :  


-Zlp- 


.J 


Regular 

Quarterly 

Dividend 

57  1/2*  per 
Common  Share 

Consecutive  dividend 
payments  since  1939 

Payable: 
March  15,  1977 
Record: 

February  18,  1977 

Declared: 
February  2,  1977 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 

Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 


$  1 60,000  a  year.  The  top  900  sale: 
agents  sell  80'/  of  new  business.  Al 
told,  15  salespeople  made  $100,001 
or  more  and  400  earned  over  $20,000.  i 

G.  Othell  Hand,  a  Baptist  preachei 
a  director  of  the  company  and  author 
of  a  motivational  treatise  entitled  It'( 
Easier  to  Win,  regularly  calls  agents 
whose  names  have  disappeared  Tram 
the  lists  of  top  performers:  "Is  every- 
thing all  right  at  home?  Any  prob- 
lems you'd  like  to  talk  about?" 

The  agent's  work  is  made  easy  hy 
the  fact  that  American  Family  uses  ife 
very  own  "cluster-selling"  method. 
Cluster  selling  entails  persuading  em- 
ployers to  allow  the  agent  to  make  a 
group  pitch  to  their  employees,  offer- 
ing CaneerCare  policies  to  them  indi- 
vidually at  a  reduced  premium  rate. 
The  employees  preferably  pay  via  a 
payroll-deduction  plan,  executed  by 
the  employer  at  no  ostensible  cost  to 
American  Family. 

Neat  trick.  The  employer  picks  up 
part  of  the  processing  costs,  and 
agents  can  reap  multiple  sales  from 
pitches  made  during  daylight  hours 
No  discouraging  nighttime  knocking 
on  doors.  Commissions  are  annualized 
on  payroll-deduction  business  and 
paid  in  advance  to  salesmen. 

Thanks  to  cluster  selling  and  the 
new  home  office  IBM  370  operation, 
Amos  figures  that  monthly  processing 
costs  on  the  CaneerCare  policies  are 
down  to  2.5  cents  per  policy.  Ever 
better,  the  approach  delivers  Amos  a 
younger  and  less  cancer-prone  group 
of  policyholders  than  any  of  his 
competitors  seem  to  have.  The  aver- 
age age  is  47,  and  at  least  80%  of  his 
policyholders  are  covered  by  other 
group  health  plans. 

In  1970  Amos  embarked  on  a 
worldwide  search  for  new  geographic 
markets.  There  were  limits  at  home^ 
Amos  admits  that  the  very-high-  and 
the  very-low-income  groups  are  no« 
really  his  markets,  and  cluster  selling 
works  best  with  smaller  employers 
having  100  employees  or  less.  How  to 
broaden  the  market?  American  Fanf 
ily  had  to  keep  moving.  Agents  in  Ha- 
waii told  Amos  they  were  selling  to 
every  Japanese  in  the  state.  The  Jap- 
anese seemed  to  be  very,  very  cancer- 
conscious.  Why  didn't  Amos  think 
about  Japan  as  a  market  itself?  Even 
with  their  comprehensive  national 
health  insurance  coverage,  the  Jap- 
anese had  enough  income  to  buy  his 
policies,  were  almost  never  out  of  a 
job  and  were  extremely  conscientious! 
about  renewals.  Begun  in  1974,  the| 
Japanese  operation  reached  a  positive! 
cash  flow  in  45  days,  and  by  year- 
end  1975  American  Family  was  re- 
ceiving premium  income  from  Japan 
of  $14.7  million,  15%  of  the  compa- 
ny's total  revenues.  Last  year's  rev- 
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mes  from  Japan  totaled  $39  million. 

Now  Amos  is  negotiating  with  Can- 
da  to  do  business  there,  has  plans 
>r  other  Far  Eastern  countries,  in- 
uding  Taiwan  and  Indonesia,  and  is 
linking  hard  about  the  West  German 
larket.  Amos  regrets  not  having  got- 
;n  into  Brazil  before  the  country 
amped  down  on  foreigners,  but  is 
aying  away  from  the  Middle  East, 
/ary  of  an  illegal-payments  situation, 
e  recently  refused  a  proposal  to 
rite  a  group  cancer  policy  on 
00,000  Saudis. 

From  a  policyholder's  point  of  view, 
le  CancerCare  policy  is  not  a  bad 
eal— provided  he  or  she  understands 
lat  some  states  prohibit  collecting  on 


. . .  Why  not  offer  an  inex- 
ensive  policy  designed  to 
over  the  cost  of  protract- 
d  cancer  treatment?  . . ." 


verlapping  policies.  Are  the  rates 
igh?  Probably.  American  Family  re- 
ams only  56%  of  the  premium  dollar 
)  policyholders.  The  average  claim 
ins  just  $1,600,  and  some  25%  of  the 
laims  are  for  skin  cancer,  a  relatively 
lexpensive  disease. 

Surprisingly,  although  institutional 
lvestors  dearly  love  concept  stocks 
nth.  a  growth  story,  few  of  them  are 
lto  American  Family.  (An  exception 
;  Chicago's  shrewd  Harris  Trust, 
diich  has  held  some  375,000  shares, 
%  of  the  outstanding,  for  almost  two 
ears.)  What  frightens  institutions 
way?  Equity  Funding's  demise  has 
ertainly  left  them  chary  of  unknown 
3gional  insurance  companies,  but  per- 
aps  it  is  the  concept  itself.  Ameri- 
ans  tend  to  give  a  wide  berth  to  any- 
ling  connected  with  cancer.  Thus,  in 
lis  institutionally  dominated  market, 
merican  Family  commands  a  low 
lultiple,  seven,  despite  its  impressive 
ains,  and  John  Amos  has  never 
massed  the  paper  profits  he  might 
therwise  have  won.  His  37c  of  the 
3mpany  has  a  current  market  value 
f  just  over  $4  million. 

American  Family  is  beginning  to 
ncounter  more  competition  from  oth- 
r,  larger  insurance  companies  like 
Combined  Insurance  and  Liberty  Na- 
onal.  More  states,  following  Min- 
esota's  lead,  may  pass  their  own 
Jims  of  state  health  insurance.  Over- 
3as,  Japanese  insurance  companies 
lay  try  to  eat  into  the  company's 
larket.  Amos  doesn't  seem  worried: 
We  could  always  do  something  else, 
ell  life  insurance  like  nobody  ever 
)ld  it  before.  Or  maybe  cosmetics, 
^e've  got  a  heck  of  a  sales  force."  ■ 


It's  easy  to  see 
why  Ferro's  growing... 


Total  Sales 
Frit  Group 


P re-Tax  Income 
Frit  Group 


83% 

INCREASE 


59% 

INCREASE  " 


$13,2 

million 


71 


75 


71 
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just  look  around  you. 


Frit,  the  basic  ingredient  in  porcelain  enamel  and  ceramic  glazes, 
continues  to  be  Ferro's  most  important  product.  Over  five  years 
frit  sales  have  stayed  steady  at  about  36%  of  total  sales  while 
pre-tax  income  from  frit  ranged  from  a  low  of  38.5%  to  a  high  of 
57.3%.  So,  in  its  basic  product  area,  Ferro  remains  strong.  You  see 
Ferro  frit  and  other  specialty  materials:  coatings,  colors,  ceramics 
and  specialty  chemicals  in  products  you  see  and  use  every  day  .  .  . 
paint,  glass,  cookware,  wall  tiles,  industrial  noise  control  curtains, 
appliances  and  more.  Just  look  around  you.  What  you  can't  see 
is  how  Ferro's  decentralized  approach  to  product  development 
around  the  world  gives  Ferro  the  flexibility  to  respond  quickly  to 
needs  .  .  .  anywhere.  You  can  read  about  it  in  Ferro's  1975  Annual 
Report.  For  your  copy,  write:  Department  F,  Ferro  Corporation, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


FERRO 

CORPORATION 
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To  turn  a  business  objective 
into  people  objectives,  turn  to 

Psychic  Income. 

One  of  the  hardest  things  in  business  is  to 
get  people  to  relate  to  a  business  objective.  But  it 
can  be  done. 

Psychic  Income,  as  provided  by  Maritz 
planned  motivation  programs,  can  translate 
overall  company  objectives  into  achievable, 
individual  people  objectives. 

As  a  result,  your  business  goals  become  the 
personal  goals  of  your  people.  And  naturally, 
people  are  highly  motivated  to  achieve  their  own 
goals.  It  makes  great  sense.  It  works. 

Psychic  Income  is  income  "of  the  mind'' 
It  is  recognition  for  improved  performance. 

Maritz  Motivation  can  show  you  how  to  pay 
Psychic  Income  to  your  marketing,  production  or 
service  people.  Maritz  does  it  by  creating  programs 
involving  meaningful  rewards.  Merchandise. 
Travel.  Things  earned  in  such  a  way  that  they 
become  an  even  more  powerful  motivator 
than  money. 

When  motivating  people  to  achieve 
corporate  objectives  is  your  responsibility,  it's 
good  to  know  that  Motivating  People  Is  Our 

Business  ^gJJl  MOTIVATION 

St.  Louis  and  other  major  cities. 


Ernest  Trova  Sculpture.  Courtesy  The  Pace  Gallery 


The  Army  Of  The  Partly  Employed 


Part-time  work  is  a  fast-growing  social  trend.  It  is  also,  for  more  and  more 
companies,  a  trend  that  is  also  paying  off  on  the  bottom  line. 


Charles  F.  Bacon,  vice  pres- 
ident of  personnel  for  Sears, 
Roebuck  &  Co.,  is  looking  out 
over  the  sales  floor  of  a  Sears 
store  in  suburban  Chicago. 
"More  than  half  of  these  em- 
ployees are  part-timers,"  he 
says.  "We  have  to  cover  so 
many  nights  and  Sundays  now 
that  we  couldn't  get  along 
without  them." 

Indeed,  just  about  half  of 
all  395,000  Sears  employees 
are  part-timers,  people  who 
put  in  less  than  30  hours  a 
week.  Their  number  has  grown 
33%  since  1971— actually  ac- 
counting for  nearly  all  the 
growth  in  that  company's  work 
force  during  the  past  five-year 
period. 

Sears  has  lots  of  company. 
Many  of  those  bank  tellers  and 
airline  counter  clerks  who  take  your 
money  with  a  smile  are  part-timers. 
Some  90%  of  McDonald's  250,000 
restaurant  employees  work  part-time. 
Upjohn  Co.,  the  drug  company,  has 
17,000  regular  employees;  it  also  has 
60,000  part-timers  a  subsidiary  main- 
tains around  the  country  to  do  house- 
keeping and  home  nursing  for  con- 
valescents and  invalids.  Most  of  Hart- 
ford's Travelers  Insurance  Cos.'  1,400 
part-timers  troop  in  after  6  p.m.  for  a 
four-hour  night  "minishift."  Control 
Data  has  a  plant— a  bindery  in  St. 
Paul,  Minn.— that  hires  only  part-tim- 
ers. This  allows  mothers  with  chil- 
dren to  work  during  school  hours. 
Then  college  students  handle  a  sec- 
ond late  shift. 

Such  workers  now  number  some  16 
million— close  to  18%  of  the  working 
labor  force.  The  proportion  was  on- 
ly 12%  in  1970.  These  are  not  just 
"temps,"  of  which  Parker  Pen's  Man- 
power, Inc.  alone  can  now  marshal 
500,000.  Increasingly,  they  are  per- 
manent employees,  carried  as  such  on 
the  books  and  accepted  into  the  fold 
by  employers  and  supervisors,  if  not 
always  by  regular  employees. 

Who  are  they?  Over  25%  are  teen- 
agers. A  few  are  men  who  want  to 
spend  less  time  on  the  job  and  more 
with  the  family,  or  on  private  pas- 


sions from  writing  novels  to  custom- 
izing cars.  But  two-thirds  are  women, 
most  of  them  married.  Their  reasons 
are  various:  Some  work  for  pin  mon- 
ey, some  to  pay  the  rent,  some  no 
doubt  to  escape  from  close  confine- 
ment with  the  vacuum  cleaner. 

Whatever  the  motives,  the  supply  is 
still  growing  fast.  Some  20%  of  to- 
day's 7  million  unemployed  say  they 
want  part-time  work,  compared  with 
only  5%  of  jobseekers  in  1950.  They 
are  not  necessarily  life's  losers  by  any 
means.  Back  at  the  Sears  store,  for 
example,  personnel  man  Bacon  feels 
lucky  to  have  such  "responsible,  some- 
times college-educated  people"  avail- 
able to  sell  shoes  and  lawn  mowers 
out  on  the  floor. 

Employers  hire  them  mostly  to 
solve  scheduling  problems.  At  United 
Parcel  Service,  about  a  third  of  the 
employees  are  part-time;  many  are 
sorters  needed  during  the  four  daily 
peak  periods.  To  some  extent,  the 
trend  even  feeds  on  itself;  the  rela- 
tively fast-expanding  service  sector 
of  the  economy  finds  working  people 
best  served  in  non working  hours  or 
during  certain  peak  times  in  the  day 
or  week,  now  that  wives  stay  home 
less  often.  So  the  average  Sears  store, 
for  example,  is  now  manned  71  hours 
a  week.  Ten  years  ago  it  was  manned 


for  only  57  hours  a  week. 

Many  companies  using  part- 
timers  find  themselves  saving 
money  as  well  as  filling  out 
their  schedules.  Fringes  these 
days  may  often  amount  to  30% 
or  more  of  total  payroll  costs 
(at  Eastman  Kodak,  fringes 
are  up  to  51%),  and  part-tim- 
ers usually  don't  get  health  in- 
surance, paid  vacations,  sick 
days  or  pensions.  On  the  oth- 
er hand,  the  larger  number  of 
bodies  on  the  payroll  does 
mean  more  administrative  de- 
tail, and  unemployment  taxes, 
which  are  often  figured  on  the 
total  number  of  employees 
without  regard  to  the  hours 
worked,  may  also  go  up. 

Some  employers  argue  the 
real  saving  is  in  overtime.  Fed- 
eral law  requires  time  and  a 
half  for  work  over  40  hours  a  week 
and,  if  the  company  has  a  govern- 
ment contract,  for  work  over  eight 
hours  in  any  day.  Part-timers  can 
obviate  such  costs. 

Most  part-timers  avoid  joining  un- 
ions, partly  to  get  out  of  paying  dues, 
but  largely  to  maintain  a  sense  of 
independence.  Naturally,  the  AFL- 
CIO  takes  a  dim  view  of  this  hiring 
trend;  it  put  its  weight  behind  a  re- 
cent effort  to  kill  a  bill  meant  to  in- 
crease the  use  of  part-timers  by  the 
federal  government.  "What  people 
out  of  work  really  need  is  full-time 
jobs,"  grouses  AFL-CIO  legislative 
representative  Kenneth  Meiklejohn. 

On  the  other  hand,  at  least  one 
union  has  been  organizing  in  the 
field.  The  Retail  Clerks  International 
Association  says  half  its  700,000  mem- 
bers- are  part-timers.  It  has  won  pro 
rata  health  insurance  and  pension 
benefits  for  most  of  its  members  and, 
in  Kansas  City,  has  gotten  the  wage 
scale  for  its  part-time  supermarket 
checkers  above  $7  an  hour. 

Nationally,  the  average  wage  for 
part-timers  is  $4.21,  compared  with 
$5.16  for  the  full-time  wage  earners. 
Since  part-timers  are  here  to  stay, 
don't  be  surprised  if  a  lot  of  other 
unions  start  following  in  the  path  of 
the  Retail  Clerks.  ■ 
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Ularket-Wise 


Compugraphic  Corp.'s 
formula:  thinking  small 
when  others  think  big. 

Newspapers  used  to  be  put  together 
in  dirty,  factory-like  rooms  by  well- 
paid  beer  chuggers  wearing  T-shirts 
and  overalls  so  splattered  by  ink  from 
"hot"  type  that  it  looked  as  if  they 
had  been  changing  oil  filters,  not 
printing  editorials. 

Today  the  same  job  is  more  often 
performed  in  sunlit,  air-conditioned 
surroundings  similar  to  those  of  a 
commercial  art  studio.  Stylish  clerical 
workers— drinking  from  Styrofoam  cof- 
fee cups  instead  of  beer  cans— operate 
computerized  phototypesetting  equip- 
ment that  has  replaced  the  hulking 
Linotype  machines  of  the  past. 

Computerized  phototypesetting  was 
developed  in  the  late  Forties  under 
the  sponsorship  of  Wilmington,  Mass.- 
based  Lithomat  Corp.,  which  was  re- 
named Photon  Inc.  and  later  acquired 
by  San  Francisco's  Dymo  Industries 
after  it  went  bankrupt  in  1975.  By 
the  mid-Fifties,  Photon  and  others 
were  marketing  computerized  photo- 
composition machines  that  automati- 
cally spaced  and  hyphenated  words 
to  produce  justified  (even)  margins. 
But,  says  former  Photon  engineer  Carl 
E.  Dantas:  "Those  machines  were  too 
expensive  and  sophisticated  for  any 
newspapers  other  than  the  country's 
top  200  or  so  dailies."  Dantas,  42,  is 
now  running  Compugraphic  Corp., 
also  based  in  Wilmington  and  also  a 
maker  of  phototypesetters. 

In  1963  Dantas  joined  two  other 
Photon  alumni,  Ellis  P.  Hanson  and 
William  W.  Garth  Jr.,  who  had  left 
Photon  in  1960  to  form  a  printing 
consulting  business  of  their  own  called 
Compugraphic.  The  three  men  real- 
ized that  the  real  profits  in  the  print- 
ing business  would  come  from  produc- 
ing simpler,  cheaper  phototypesetters 
for  the  thousands  of  smaller  newspa- 
pers here  and  abroad— 1,750  dailies 
and  7,500  weeklies  in  the  U.S.  alone. 
In  1968  the  partners,  seeing  the  po- 
tential of  new,  low-cost  computer 
components,  began  to  produce  an  in- 
expensive ($8,000-to-$10,000),  bare- 
bones  equivalent  of  the  $25,000-plus 
machines  being  produced  by  Photon 
and    its    competitors,  Mergenthaler 


Tape  To  Type:  The  perforated  paper 
tape  held  by  Carl  Dantas  (above)  is 
a  newspaper  story.  Fed  into  a  Com- 
pugraphic phototypesetter  (below)  and 
then  developed,  it  will  turn  out  a  col- 
umn of  type  that  is  perfectly  justified. 

Corp.  (now  a  division  of  Eltra  Corp.) 
and  Harris  Corp. 

They  had  picked  a  winner.  Small 
publishers  were  getting  bruised  by 
rising  labor  costs,  and  the  country  was 
full  of  editors  whose  own  shirts  were 
all  too  often  stained  with  printer's  ink. 
By  1975  some  69%  of  all  U.S.  daily 
newspapers  owned  some  Compu- 
graphic equipment.  Sales  rose  from 
$8  million  in  1969  to  $95  million  last 
fiscal  year  (ended  Oct.  2)  and  the 
company's  steadily  rising  earnings  hit 
$7.5  million— an  impressive  28%  return 
on  equity.  Its  stock  has  almost  tripled 
to  $37  since  it  was  first  offered  to  the 
public  in  1970  at  an  adjusted  price 
of  $13. 

Compugraphic's  products  do  two 
things:  phototypesetting  and  electron- 
ic editing.  The  phototypesetter  is  fed 
finished  copy  from  a  punched  tape  or 
magnetic  device,  or  by  "direct  entry" 
through  a  typist's  keyboard.  These 
letters  or  characters  are  projected  on- 
to photographic  paper,  which  is  de- 
veloped and  cut  to  form  columns  of 
type.  The  columns  are  then  pasted 


to  form  a  page  and  photographed  for 
an  offset  printing  plate. 

With  the  more  sophisticated  ma- 
chines copy  has  to  be  typed  only 
once.  Then  it  can  be  stored  for  later 
transmission  (as  from  a  bureau  to  a 
main  editorial  office),  displayed  on  a 
screen  for  editing  or  proofreading,  or 
fed  to  a  typesetter.  All  the  messy, 
awkward  work  that  used  to  raise 
blood  pressures  in  sweltering  Lino- 
type rooms  is  reduced  to  button- 
pushing:  Type  faces  can  be  changed, 
paragraphs  switched  around,  sen- 
tences inserted  and  removed. 

But  a  machine  with  all  these  fea- 
tures can  cost  as  much  as  $200,000. 
While  Compugraphic  also  has  its  ul- 
trasophisticated  entries  (one  of  its 
machines  sells  for  $35,000),  it  main- 
tains its  unfaltering  growth  by  not  los- 
ing touch  with  the  needs  of  its  bread- 
and-butter  market  for  low-cost,  as- 
sembly-line products. 

Garth,  Hanson  and  Dantas  did  not 
modify  their  success  formula  in  1971 
when  they  decided  to  go  after  the  big 
commercial     printing     market— some 
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55,000  potential  customers.  According 
to  swarthy,  phlegmatic  Dantas,  who 
has  been  president  since  Garth's  re- 
tirement in  1975,  the  new  venture  re- 
quired little  more  than  modification 
of  the  company's  basic  design— a  di- 
rect-entry keyboard  and  a  wider  va- 
riety of  type  faces  and  sizes,  for  ex- 
ample. By  last  year  the  commercial 
market  made  up  a  third  of  domestic 
sales.  Most  of  the  country's  commer- 
cial printers  are  20-person-or-fewer 
operations  receptive  to  Compugraph- 
ic's  inexpensive  line  and  liberal  leas- 
ing policies. 

Until  recently,  a  fourth  of  Compu- 
graphic's  phototypesetters  were  leased 
to  its  often  undercapitalized  custom- 
ers through  easy-to-get,  five-year 
leases,  which  were  sold  to  its  own 
Graphic  Credit  Corp.  subsidiary.  But 
Graphic  Credit's  volume  of  60-day- 
past-due  payments,  8%  of  receivables, 
alarmed  potential  investors,  although 
Dantas  says  the  sales— and  net- 
gained  through  such  liberal  policies 


One  of  the  satisfactions  of  being  a 
chief  executive  officer  is  that  you  get 
to  run  the  show— you  are  the  boss, 
shouldering  the  blame  for  the  failures, 
accepting  the  accolades  for  the  suc- 
cesses. Alphonse  H.  Aymond,  how- 
ever, often  wonders  if  he  is  really  run- 
ning his  own  show. 

Aymond,  a  rosy-cheeked  man  of  62, 
is  chairman  of  Jackson  ( Mich. )  -head- 
quartered Consumers  Power  Co.,  a 
$1.6-billion  electric-gas  utility  serving 
the  lower  peninsula  of  Michigan.  "Ev- 
erything we  do  is  in  the  public  eye, 
subject  to  second-guessing,"  com- 
plains Aymond.  If  Aymond  and  his 
directors  make  a  decision,  someone 
else  countermands  or  questions  it:  the 
Michigan  Public  Service  Commission, 
the  Federal  Power  Commission,  the 
Nuclear  Regulatory  Commission,  the 
Environmental  Protection  Agency  and 
a  noisy  handful  of  self-appointed 
spokesmen  for  the  consumer  such  as 
the  Public  Interest  Research  Group  in 
Michigan  (a  Nader  affiliate). 

Way  back  in  1967  Consumers  de- 
cided to  build  a  nuclear  plant  at  Mid- 
land and  started  work  on  it  in  1970. 
But  as  a  result  of  suits  from  such  out- 
fits as  the  Saginaw  Intervenors  Group 
and  delays  by  the  Environmental  Pro- 
tection Agency  and  the  former  Atomic 
Energy  Commission,  the  plant  (origi- 
nal cost  estimate— $267  million;  pres- 


more  than  made  up  for  any  losses. 

On  a  snowy  afternoon  in  Wilming- 
ton recently,  Dantas  wryly  explained 
to  Forbes  that  phototypesetters,  un- 
like dresses  or  even  automobiles,  can 
be  repossessed  and  leased  again  at 
discounts  of  only  10%  or  15%.  "It  is 
worth  one  deadbeat  out  of  ten  other- 
wise inaccessible  customers  to  get  the 
extra  revenues,"  he  said.  Newly  tight- 
ened credit  rules,  however,  don't 
seem  to  have  hurt  sales:  They  were 
up  28%  last  year. 

Now  Compugraphic  figures  it  is 
time  to  conquer  fresh  territory.  Not 
that  its  newspaper  market  is  mature. 
Some  40%  of  its  sales— supplies  like 
photographic  paper  and  developing 
chemicals,  as  well  as  newer  and  bet- 
ter machines— are  made  to  repeat  cus- 
tomers. But  there  is  a  big,  sprawling 
so-called  "in-plant"  market  of  about 
65,000  printing  operations  run  by 
businesses,  schools  and  government 
agencies  out  there.  Compugraphic  has 
landed  a  few  plums  already:  Ameri- 


ent  estimate— $1.7  billion)  is  now 
scheduled  to  be  finished  in  1982.  Dow 
Chemical,  which  originally  contracted 
to  take  part  of  the  output,  is  fast  los- 
ing patience.  Aymond  has  in  effect 
threatened  to  sue  if  Dow's  actions 
cause  cancellation  of  the  plant. 

Meanwhile,  Consumers'  existing  Pal- 
isades Nuclear  Power  plant  is  proving 
to  be  almost  as  great  a  headache.  So 
far,  Palisades  has  been  in  service  only 
about  half  the  four  years  since  it 
started  up,  and  the  rest  of  the  time 


". . .  'Everything  we  do  is 
subject  to  second-guess- 
ing/ complains  Aymond  . . . 


it  produces  684  megawatts  at  best 
(vs.  a  planned  capacity  of  more  than 
800  megawatts).  Consumers  has  to 
replace  the  lost  power  either  by  burn- 
ing coal  or  oil  or  by  buying  power  on 
the  outside— from  Detroit  Edison, 
American  Electric  Power  or  Ontario 
Hydro— with  excess  costs  as  high  as 
$8  million  a  month.  Nor  has  the  stub- 
born Michigan  Public  Service  Com- 
mission been  very  helpful  in  letting 
Consumers  pass  the  extra  costs  on  to 
the  public.  Partly  as  a  result,  Consum- 
ers ranks  near  the  bottom  (9%)  in  re- 


can  Telephone,  Pan  Am,  NCR,  Sears 
and  Gimbels,  which  use  its  equipment 
for  house  organs,  training  manuals, 
bill  shifters,  advertising  circulars  and 
the  like. 

Successes  like  Compugraphic,  how- 
ever, inevitably  shake  loose  the  seeds 
of  later  troubles  by  attracting  stiff 
competition.  Indeed,  Addressograph 
Multigraph  Corp.  and  Mergenthaler 
Corp.  are  now  both  marketing  photo- 
composition machines  with  price  tags 
under  $20,000.  Perhaps  even  more 
important,  AM— with  its  office  dupli- 
cators and  offset  printing  machines- 
long  ago  beat  Compugraphic  into  the 
in-plant  market. 

But  Dantas  and  Hanson  did  not  get 
rich  accidentally.  Dantas  recently 
paid  homage  to  AM's  advantage  by 
hiring  away  one  of  its  top  sales  man- 
agers to  head  up  Compugraphic's  in- 
plant  selling  effort.  In  a  market  where 
more  and  more  companies  get  a  han- 
dle on  the  technology,  it  is  the  selling 
that  needs  the  sophistication.  ■ 


turn  on  equity  among  utilities  in 
Forbes  Annual  Report  on  American 
Industry  (Jan.  1).  Consumers  is  suing 
some  of  the  plant's  contractors  for  at 
least  $300  million. 

Everything  seems  to  go  wrong.  Ay- 
mond made  a  smart  move  by  setting 
up  a  natural  gas  exploration  and  pro- 
duction subsidiary  (Northern  Michi- 
gan Exploration  Co.,  or  NOMECO) 
in  1967.  But  the  FPC  recently  ruled 
that  Consumers  could  not  purchase  all 
the  production  from  its  own  subsidiary 
because  its  supplies  are  more  nearly 
sufficient  than  most  utilities'.  So  the 
subsidiary  must  sell  30%  of  its  output 
to  others  at  low  prices,  while  Con- 
sumers must  use  higher  priced  Cana- 
dian gas  liquids  to  feed  its  gas  liquids 
conversion  plant  in  Marysville,  Mich. 
(Canada  has  tripled  gas  liquids 
prices  since  the  plant  opened.) 

Are  there  no  bright  spots  in  Ay- 
mond's  picture?  Not  many.  Earnings 
for  1976  were  a  record  $3.63,  nicely 
up  from  1975's  $2.62,  but  even  this 
bright  cloud  has  a  sooty  lining:  A 
substantial  part  of  the  earnings  (30%) 
are  noncash  earnings  and  result  from 
bookkeeping  credits  for  interest  on 
funds  tied  up  in  construction. 

Meanwhile,  Consumers  is  stagger- 
ing under  a  huge  debt  load:  53%  vs. 
32%  stockholders'  equity.  The  other 
15%  is  preferred  and  preference  stock. 
If  it  tries  to  sell  common  stock  to  sup- 
port needed  borrowings,  it  will  have 
to  contend  with  a  market  that  prices 
Consumers  stock  at  just  over  80%  of 
book  value. 

Oh,  well,  Al  Aymond  has  one  con- 
solation. He  has  only  three  more 
years  to  go  until  retirement.  ■ 


Who's  In  Charge  Here? 


Are  there  no  bright  spots  for  Consumers  Power? 
Not  many.  Even  smart  moves  backfired. 
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I'm  Allegheny— Fly  Me 

tunning  a  local-service  airline  is  no  easy  job,  but  Allegheny 
s  bringing  a  good  deal  of  ingenuity  to  the  task. 


'o  get  out  of  money-losing  services, 
Vashington,  D.C. -based  Allegheny 
Lirlines  in  1967  began  farming  out 
w- traffic  commuter  routes  to  inde- 
lendent  operators.  It  now  has  12 
uch  operators  on  70  routes,  such  as 
hose  between  New  London,  Conn, 
nd  Philadelphia,  Pa.,  and  Albany, 
«J.Y.  and  Burlington,  Vt. 

Men  like  Richard  Henson  of  Ha- 
;erstown,  Md.  and  Roy  Clark  of  Har- 
isburg,  Pa.,  both  longtime  pilots 
/ith  their  own  local  flying  businesses, 
:>ok  over  these  routes  and  made 
pod  money  on  them  where  Allegheny 
iself  lost  money.  How  so?  It's  the  old 
ton  :  fewer  frills  and  less  overhead, 
"he  independents  flew  smaller  planes, 
uch  as  15-passenger  Beech  99s, 
ather  than  50-passenger  Convair 
>80s.  They  flew  them  more  frequent- 
y— se\  en  flights  per  day  from  Philips- 
>urg,  Pa.  to  Pittsburgh,  for  example, 
nstead  of  two,  thus  stimulating  traf- 
ic.  Furthermore,  operators  like  Clark 
nd  Henson  are  nonunion. 

These  commuter  services  are  vital 
o  Allegheny.  The  airline,  which 
erves  the  Northeast,  is  the  largest  of 
he  nation's  local-service  (as  opposed 

0  trunk)  airlines.  As  such,  it  is  highly 
lependent  on  attracting  customers 
rom  towns  and  small  cities.  With  its 
ndependent  operators,  Allegheny  is 
pared  the  overhead  but  can  still 
•ontrol  the  schedules  and  book  pas- 
engers  right  through  to  its  regular 
lights.  For  its  reservations  and  bag- 
gage-handling services  the  company 
;ets  a  per-passenger  fee,  now  averag- 
ng  $3.90  from  the  operators.  Alle- 
gheny, the  only  airline  to  farm  out 
tier)  routes  and  still  maintain  con- 
rol  over  them,  operates,  in  a  sense, 

1  kind  of  franchise  system. 

The  system  has  worked  so  well  that 
Allegheny  has  decided  to  run  some 
)f  the  franchises  itself.  Its  soon-to- 
te-established commuter  division  will 
uovide  service  on  routes  that  either 
veren't  being  served  before  or  are 
iow  being  served  at  a  loss  by  Alle- 
gheny itself,  such  as  Morgantown, 
JV.  Va.  to  Washington,  D.C.  or  Har- 
ifburg,  Pa.  to  New  York  City.  It  will 
>e  using  a  new  28-passenger,  twin-en- 
gine jetprop  aircraft  called  the 
U-298.  It  is  a  redesigned  and  refur- 


bished old  French-built  Nord  262 
that  Allegheny  originally  acquired  in 
a  merger. 

Why  has  Allegheny  decided  to  al- 
ter its  successful  franchise  operation? 

"It  all  began  when  we  had  to  cut 
back  operations  in  late  1974,"  ex- 
plains Allegheny's  boss  Edwin  Colod- 
ny.  "An  employee  group  spearheaded 
by  some  furloughed  pilots  asked  what 
it  would  take  for  Allegheny  to  oper- 
ate the  new  M-298s  we  were  having 
built  instead  of  letting  an  independent 
operator  do  it.  We  said:  'Labor  agree- 
ments that  would  give  us  the  same 
type  of  costs  and  work  rules  the  in- 
dependent operators  have.' 

Four-Way  Deal 

The  upshot:  Allegheny  negotiated 
specific  agreements  with  four  different 
employee  groups— pilots,  mechanics, 
flight  attendants,  ground  agents— to 
cover  the  new  commuter  service.  For 
example,  regular  pilots  may  put  in  on- 
ly 50  to  55  hours  of  actual  flight 
time  yet  get  paid  for  the  maximum 
—85  hours.  That's  because  of  work 
rules  that  provide  that  if  a  pilot  is 
called  out  for,  say,  a  30-minute  flight, 
he  will  get  paid  for  a  minimum  of 
4/2  hours.  Allegheny's  commuter  pi- 
lots, by  contrast,  will  get  a  flat  month- 
ly salary.  Their  maximum  flight  time 
will  still  be  85  hours,  but  only  actual 
flying  time  will  count.  Furthermore, 
Colodny  points  out,  pilots  will  live  in 
the  communities  they  work  out  of,  so 
Allegheny  will  not  have  to  pay  them 
for  the  hours  they  spend  riding  in  a 
passenger  seat  to  pick  up  a  flight. 

If  Allegheny  can  stimulate  traffic 
on  these  less-traveled  routes,  it  will 
help  fill  its  big  planes  on  its  main 
routes.  That  is  very  important  to  Alle- 
gheny's chances  of  achieving  a  truly 
profitable  operation.  The  year  1975 
was  a  disaster  for  the  airline:  There 
was  a  recession;  Allegheny's  federal 
subsidies  had  stopped;  the  Organiza- 
tion of  Petroleum  Exporting  Countries' 
big  squeeze  on  users  of  oil  products 
really  began  to  hurt.  Allegheny  lost 
$9.9  million  that  year.  A  couple  of 
more  years  like  that  and  Allegheny's 
equity  base  would  have  melted  away. 
Last  year  the  airline  sailed  comforta- 
bly back  into  the  black,  earning  $4.6 


Allegheny  Boss:  Ed  Colodny  is  tack- 
ling his  airline's  route  problems 
by  franchising  out  the  thin  ones. 


million  (67  cents  a  share  before  ex- 
traordinary gains  on  an  exchange  ol 
debt)  on  revenues  of  $440  million. 
But  that  still  wasn't  much  of  a  show- 
ing. Allegheny's  return  on  its  highly 
leveraged  equity  was  a  bare  8%— well 
below  the  industry  average  of  approx- 
imately 10%. 

Allegheny,  in  fact,  is  the  most  high- 
ly leveraged  of  all  the  airlines.  Ac- 
cording to  Forbes'  most  recent  sur- 
vey of  American  business  (Jan.  1), 
it  had  $3.50  in  debt  for  every  $1  of 
equity  vs.  40  cents  to  $1  for  U.S.  in- 
dustry as  a  whole. 

To  take  some  of  the  debt  pressure 
oft  and  to  improve  its  cash-flow  posi- 
tion, Allegheny  recently  exchanged 
one  new  debt  issue  for  five  old  ones. 
The  company  will  have  to  pay  more 
interest,  but  the  new  debt  has  a  low- 
er face  amount;  sinking  fund  pay- 
ments begin  in  J  985  rather  than  '78, 
'79  and  '80.  The  new  debt  also  has  a 
lower  conversion  price  than  any  of 
the  old  issues— $6.25  as  opposed  to 
$18.  The  company  hopes  to  further 
improve  its  balance  sheet  by  forcing 
conversion  in  the  not  too  distant  fu- 
ture; the  recent  stock  price  was  $5.50. 

Running  an  airline  like  this  takes  all 
the  ingenuity  an  executive  can  mus- 
ter, and  Colodny  has  shown  a  great 
deal  of  ingenuity,  both  in  financing 
and  in  setting  up  the  feeder  route 
system.  His  brightest  hope  right  now 
is  Atlantic  City,  N.J.  Allegheny  at 
present  is  the  only  carrier  with  op- 
erating rights  into  the  town.  If  At- 
lantic City  becomes  a  gambling  re- 
sort to  rival  Las  Vegas,  Allegheny 
could  profit  handsomely.  "We  will 
have  a  leg  up,"  says  Colodny.  He 
adds  that  other  lines  will  surely  be 
granted  operating  authority  too,  but 
in  the  meantime  you  can  count  on 
him  to  do  everything  possible  to  ex- 
ploit the  head  start.  ■ 
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rhe  Numbers  Game 


Inflation?  Account  For  It 


It  would  dbivi  e  ntire  British  indus- 
tries, like  textiles,  deeply  into  the  red. 
British  shipping  profits  would  be 
wiped  out.  Industries  like  banking, 
construction  and  retailing  would  be 
hurt  far  less:  Their  earnings  would 
only  be  trimmed  from  10%  to  30%.  It 
would  be  sure  to  confuse  many  share- 
holders and  a  fair  number  of  financial 
experts  as  well. 

"It"  is  "current  cost  accounting," 
the  most  comprehensive  and  revolu- 
tionary approach  to  inflation  account- 
ing under  serious  consideration  in  the 
u  orld  today. 

Despite  the  devastating  effect  it 
would  have  on  British  corporate  earn- 
ings, the  proposed  new  method  is 
strongly  favored  by  most  U.K.  busi- 
nessmen. For  example,  the  exhaus- 
tively detailed  accounting  standards 
were  declared  "sensible"  and  "realis- 
tic" by  Jan  Hildreth,  director  general 
ot  the  Institute  of  Directors,  when 
they  were  proposed  by  the  Morpeth 
Steering  Committee  Group  several 
weeks  ago.  And  James  Forbes,  fi- 
nance director  of  Cadbury  Schweppes 
Ltd.,  the  $1.1 -billion-sales  candy  and 
beverage  maker  said,  "I  am  confident 
that  larger  companies  will  adopt  the 
new  standards  as  quickly  as  possible." 

Why  the  enthusiasm  for  something 
that  would  clobber  earnings?  An- 
thony Frodsham,  director  general  of 


the  Engineering  Employers  Federa- 
tion, put  his  finger  on  the  reason: 
"No  industry  can  survive  for  long 
when  the  prices  it  charges  for  its  prod- 
ucts are  in  real  terms  only  marginally 
profitable  and  when  it  is  being  taxed 
on  profits  that  may  not  really  exist." 

The  villain,  of  course,  is  Britain's 
runaway  inflation,  which  is  destroy- 
ing the  very  foundation  of  its  finan- 
cial certainty.  Indeed,  one  of  the  main 
complaints  from  English  industrialists 
who  have  lived  with  one  of  the  worst 
inflation  rates  in  the  industrialized 
world  over  five  years  now  is  that  cur- 
rent cost  accounting  will  not  be  im- 
posed soon  enough. 


In  the  .U.S.  the  possibility  that  in- 
flation could  soon  be  as  uncontrol- 
lable as  in  Britain  makes  the  Mor- 
peth proposals  of  vital  interest.  Here 
is  how  current  cost  accounting  would 
work  on  a  British  balance  sheet: 

•  Corporate  land  and  buildings 
would  be  valued  by  professional  real 
estate  experts  at  least  once  every  five 
years  (or  more  frequently  if  there 
were  significant  changes  such  as  the 
addition  of  land  or  buildings).  The 
new  valuations  would  determine  the 
market  value  of  the  property  as  it  was 
currently  being  used  by  the  company. 
(In  contrast,  land  and  buildings  are 
presently  carried  on  both  U.S.  and 
British  balance  sheets  at  historical 
costs.)  The  bottom  line  of  this  reval- 
uation would  be  to  increase  annual 
depreciation  charges  and  thus  reduce 
reported  profits. 

•  Inventory  and  work  in  progress 
would  be  shown  on  the  balance  sheet 
at  current  replacement  costs  or  net 
realizable  value— whichever  is  lower. 
This  would  be  roughly  comparable  to 
U.S.  companies  following  last-in, 
first-out  inventory  accounting  and 
would  eliminate  inventory  profits  of 
the  kind  that  so  overstated  the  earn- 
ings of  U.S.  companies  during  the  hy- 
perinflation of  1974. 

•  To  show  how  inflation  hurts  the 
overall  purchasing  power  of  stock- 


holders' equity,  a  separate  statement 
would  compare  shareholders'  worth  at 
year's  end  (including  any  gains)  to 
what  it  had  been  at  the  beginning 
of  the  year,  multiplied  by  any  per- 
centage gain  in  the  consumer  price 
index.  Simply,  if  stockholders'  equity 
increased  15%  over  the  year,  but  the 
consumer  price  index  went  up  25%  in 
the  same  period,  the  new  statement 
would  show  an  overall  10%  decline 
in  the  purchasing  power  of  stock- 
holders' equity. 

Meantime,  on  the  British  profit  and 
loss  statement: 

During  periods  of  inflation,  almost 
any  revaluation  of  assets  during  the 


Morpeth:  Starting  a  revolution. 


year  would  lower  pretax  profit  by  in- 
creasing depreciation  charges  based 
on  current  (higher)  replacement 
costs.  To  show  the  stockholders  howi 
this  increased  depreciation  charge! 
would  be  used,  an  "appropriations! 
account"  would  appear  under  the 
aftertax  net  profit  statement.  In  the 
new  account,  theoretically,  such  sur- 
plus would  be  added  almost  entirely 
to  a  revaluation  reserve  (or  replace- 
ment cost  reserve).  But  a  company 
might  withhold  (or  subtract)  a  sub- 
stantial amount  from  this  reserve,  for 
example,  when  it  decided  to  replace 
fixed  assets  using  borrowed  money. 
In  that  case,  the  withheld  (or  sub- 
tracted) portion  would  be  added  to 
aftertax  profit  for  dispersal  through  I 
dividends,  passed  on  to  another,  spe- 
cific, reserve,  or,  with  profits  left  over' 
after  dividends,  added  to  the  general 
reserve  ( retained  earnings ) . 

The  appropriations  account  hasj 
aroused  controversy.  Astute  analysts  | 
like  Martin  Gibbs,  senior  research  i 
partner  of  London  stockbrokers  Phil- 
lios  &  Drew,  are  quick  to  point  out 
the  potential  for  manipulation,  since j 
management  decides  how  much  of] 
the  surplus  can  be  used  for  div  idends. 


". . .  The  most  comprehensive  and  revolutionary  approach  to 
inflation  accounting  under  serious  consideration  today  . . ." 
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)  which  Christopher  Westwick, 
aical  director  of  the  Morpeth 
mittee,  replies:  "Whatever  compa- 

do,  they've  got  to  explain  and 
:y  it  to  the  stockholders,  and  my 
of  manipulation  is  something 
goes  on  that  people  can't  see." 
rhat  about  taxes?  Would  the  Brit- 
quivalent  of  Internal  Revenue  ac- 

the  greatly  reduced  profit  figures 
tax  purposes?  There  is  a  good 
ce  that  it  would,  since  it  has 
;tle  to  lose.  Only  3.5%  of  Britain's 
evenues  come  from  corporate  in- 
i  taxes,  vs.  14.6%  in  the  U.S. 
le  closer  current  cost  accounting 
;s  to  reality,  the  more  specific 
me  the  objections  and  the  corn- 
ties.  Patrick  J.  Custis,  director  of 
ice  of  the  $2-billion-sales  steel, 

and  machinery  producer  Guest 
[  &  Nettlefolds,  asks  this  question : 

value  an  obsolescent  asset  for 
ice-sheet  purposes  may  justify  the 
jf  an  estimate  of  the  value  of  its 
em  equivalent,  but  can  the  result- 
;harge  for  depreciation  be  regard- 
is  representing  the  current  cost 
e  existing  asset?" 
plain  English,  Custis  is  saying 

an  old  machine  is  an  old  ma- 
3,  and  it  isn't  reasonable  to  de- 
late it  as  though  it  were  a  spank- 
lew  modern  one.  Custis'  firm  has 
5at  deal  of  old  machinery.  Stack- 
er Martin  Gibbs  estimates  that 
NTs  earnings,  calculated  conven- 
illy,  would  drop  98%  under  cur- 
cost  accounting. 

e  Is  A  Price 

it  worth  it?  Geoffrey  Rowett,  an 
initant  by  training  and  managing 
:tor  of  Charterhouse  Group,  a 
'-million-sales  holding  company, 
his  doubts:  "What  worries  us  is 
complexity  of  trying  rapidly  to 
duce  technical  accounting  pro- 
res  and  the  difficulty  of  getting 
r  countries  geared  up  to  them." 
ill,  most  English  businessmen 
Id  agree  with  Unilever's  David 

"The  price  of  delay  is  too  damag- 
For  industry  to  continue  to  bear." 
lere  seems  to  be  little  question 

some  version  of  the  Morpeth 
lards,  however  subsequently  ex- 
led,  will  take  effect  this  year  in 
U.K.  There  seems  equally  little 
Hon  that  the  U.S.  is  presently 
ling  in  the  same  direction— and 
supplementary-replacement-cost 
osure  now  required  by  the  SEC 
it  a  modest  first  step.  ■ 


IT'S  YOUR  MONEY. 

AND  WE 
NEVER  FORGET  IT. 


i  m 


Does  it  seem  to 
you  as  if  your  stock  broker 
wants  you  to  speculate  too 
often  with  too  much? 

Does  your  broker  advise 
you  only  when  to  buy,  not 
when  to  sell? 

Does  your  stock  broker 
only  help  you  with  stocks? 

Are  you  afraid  to  call  your 
broker  and  ask  too  many 
questions  or  to  admit  you 
don't  quite  understand  what 
he  (or  she)  is  talking  about. 

If  you  found  yourself 
answering  "yes"  to  most  of 
these  questions,  it's  time  you 
talked  to  us:  Thomson 
McKinnon. 

We  know  how  important 
the  money  you  have  put 


aside  for  investing  is  to  you. 
We  know  how  much  you're 
counting  on  it.  So  you'll  get 
every  bit  of  investment  talent, 
investment  advice  and  service 
we  can  possibly  give  you. 
And  since  we're  one  of  the 
biggest  and  strongest  com- 
panies in  the  business,  there- 
is  a  lot  we  can  do  for  you. 

We  know  ways  to  try  and 
make  you  richer.  We  even 
know  ways  to  get  you  a 
larger  return  than  you  can 
get  in  the  bank,  with  just  as 
much  safety. 

Call  us  at  (212)  482-6410. 
You  won't  believe  how  hard 
we'll  work  for  you. 

THOMSON 

SECURITIES  INC. 


A  brokerage  house  you  can  bank  on. 

I  New  York  Plaza,  New  York,  Wu  York  10001  i212i  182otl0 
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Good  Things  In  Small  Packages 


As  power  plants  start  costing  $t  billion  each,  the  utilities  get 
nervous  about  ordering  new  ones.  Is  the  fuel  cell  a  way  out? 


Some  of  the  scariest  decisions  facing 
any  set  of  U.S.  managers  now  con- 
front the  seemingly  humdrum  fellows 
who  run  the  nation's  electric  compa- 
nies. If  they  expand— and  by  the  terms 
of  their  franchises  they  must  meet 
any  demands  made  upon  them— they 
put  a  huge  bet  on  a  risky  future. 

The  problem  is  simply  this:  To  gain 
maximum  efficiency,  a  conventional 
coal,  oil  or  nuclear  generating  plant 
must  be  in  the  1,000-megawatt  size. 
These  cost  $1  billion  a  copy  and  take 
eight  to  ten  years  to  move  from  the 
drawing  board  to  the  generating 
stage.  This  forces  the  power  compa- 
nies to  expand  in  quantum  jumps  and 
to  gamble  that  the  market  will  be 
there  when  the  plant  is  ready.  This 
gamble  is  more  than  many  manage- 
ments are  willing  or  able  to  undertake. 

As  a  consequence,  utility  expan- 
sion has  slowed  notably.  In  1976  util- 
ities added  plants  capable  of  generat- 
ing only  23,600  megawatts— a  mere 
5?  increase  over  present  U.S.  capacity. 

Happily,  help  may  be  on  the  way: 
the  fuel  cell  (see  picture),  a  poten- 
tially more  efficient  way  to  generate 
electricity  than  conventional  steam- 
driven  plants.  It  permits  economical 
generating  units  small  enough  for  sin- 
gle large  users  like  shopping  centers 
and  office  buildings,  as  well  as  for 
public  utilities  seeking  flexibility. 

With  the  fuel  cell,  utilities  can  add 
capacity  in  smaller  segments  and  with 
a    far    more    reasonable    lead  time. 


Though  no  fuel  cells  are  yet  in  com- 
mercial service,  field  tests  in  the  U.S., 
Canada  and  Japan  already  exceed 
200,000  hours.  This  spring  the  U.S. 
government  will  ask  bids  from  utilities 
wishing  to  participate  in  a  large-scale 
feasibility  test  to  begin  next  year.  As- 
suming continued  research  and  devel- 
opment at  present  levels,  fuel  cell 
plants  should  be  economically  and 
technically  practical  within  five  years. 

United  Technologies  Corp.  (former- 
ly United  Aircraft)  of  Hartford,  Conn, 
is  the  leader  in  fuel  cell  development, 
which  could  well  become  a  multibil- 
lion-dollar  market.  UT  believes  the 
fuel  cell's  flexibility  will  give  it  an  im- 
mediate market  in  replacing  aging 
conventional  plants  now  used  only  for 
peak  power  needs. 

UT  has  worked  for  a  decade  with 
the  gas  industry  on  fuel  cells.  It  is 
building  the  current  26-megawatt 
first-generation  fuel  cell  generator 
( known  as  the  FCG- 1 )  with  several 
electric  companies.  If  the  research 
pays,  off,  this  $4-billion  producer  of 
jet  engines,  elevators  and  wire  prod- 
ucts could  further  cut  its  defense  ori- 
entation and  become  an  important 
contender  for  the  utility  market. 

All  this  has  not  gone  unnoticed  by 
makers  of  conventional  generating 
equipment.  General  Electric  is  doing 
some  research  on  first-generation  fuel 
cells  at  its  Wilmington,  Mass.  lab- 
oratories, plus  second-generation  stud- 
ies at  its  Schenectady  labs.  If  current 


problems  can  be  solved,  GE  regard; 
the  fuel  cell  as  a  potentially  attractive 
way  to  generate  power. 

Westinghouse,  the  other  big  sup] 
plier  of  generating  equipment,  ap- 
pears at  least  as  interested  as  GE.  1^ 
is  concentrating  on  r/urc/-gcneratior| 
fuel  cells  that  might  have  a  thermal 
efficiency  approaching  50'/?.  The  only 
sure  losers'  from  the  fuel  cell  would 
be  boilermakers  like  Combustion  En- 
gineering and  Babcock  &  Wilcox,  b» 
cause  the  fuel  cell  does  not  use  steam 

Bite-Sized  Morsel 

Fuel  cell  power  plants  are  being 
designed  today  in  a  standard  26-megi 
awatt  size,  about  big  enough  for  a  res] 
idential  city  of  20,000.  Such  a  planH 
is  expected  to  have  a  thermal  efficiea 
cy  of  37?,  not  counting  possible  use 
of  the  exhaust  heat  for  wintertime 
heating  (or  absorption  air-condition- 
ing in  summer).  By  comparison,  i 
new  conventional  coal-fired  statior 
aims  for  a  thermal  efficiency  of  36? 
a  new  nuclear  station  34?. 

Once  in  production,  the  standaij 
26-megawatt  fuel  cell  plant  should 
have  a  delivery  time  of  under  twd 
years,  versus  as  much  as  a  decade  for 
today's  generating  giants.  Its  small 
size  should  allow  new  capacity  to  bt< 
added  as  needed  rather  than  in  huge 
unwieldy  chunks.  And  perhaps  mosl 
important  in  this  era  of  costly  capi- 
tal, the  estimated  cost  of  fuel  cell  ca- 
pacity is  .§200  to  $350  per  kilowatt 
vs.  $700  to  $900  for  coal-fired  plarll 
and  $900  to  $1,200  for  nuclear. 

Fuel  cell  plants  also  have  consul 
erable  site  flexibility.  Since  they  carj 
be  air-cooled,  they  need  not  be  nexl 
to  a  river  or  lake.  Their  exhaust  emisj 
sions  are  far  below  any  existing  ol 
proposed  standard,  and  their  lov\l 
noise  level  would  permit  their  locas 
tion  even  in  residential  areas.  They) 
have  much  the  same  efficiency  level 
fully  or  partly  loaded. 

Of  course,  the  fuel  cell  does  n(l 
create  fuel,  but  its  more  efficient  usl 
of  fuel  eoidd  cut  oil  import  needs  bw 
well  over  a  million  barrels  per  day  bjj 
1980.  And  the  payoff  for  the  utilities, 
in  flexibility  and  capital  cost  savings 
would  be  tremendous.  ■ 


Gas  Into  Electricity:  Working  with  a  gaseous  fuel— which  can  be  generated 
at  reasonable  cost  on  the  spot  from  naphtha  or  light  fuel  oil— the  fuel  cell 
generator  takes  but  three  silent  steps  to  produce  alernating  current. 
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WE  OFFER  YOU 
THE  TRUE 
MIRACLE  PRODUCT 


The  memories  of  a  trip  abroad 
never  go  out  of  style,  never  show  wear, 
never  need  repair,  will  be  at  your 
beck  and  call  every  day  of  your  life, 
and  last...  for  ever. 

And  that,  pure  and  simple,  is 
our  product.  Whether  you  buy  it  through 
a  Pan  Am  tour,  a  charter,  or  as 
a  passenger  on  one  of  our  regularly 

scheduled  flights  to  any  of  the 
92  cities  in  6 1  countries  we  serve 
throughout  the  world. 

See  your  travel  agent  for  information. 


The  Money  Men 


Why  The  Market 
Acts  The  Way  It  Does 

"Du  Pont . . .  reported  a  $272-million  profit 
in  1975.  By  Faulkner,  Dawkins'  reckoning, 
the  giant  chemical  maker  actually  Most'  $100 
million  after  adjusting  for  the  impact  of  inflation/' 


To  tell  an  investor  that  inflation 
hurts  the  stock  market  is  about  as 
useful  as  telling  a  farmer  that  a 
drought  can  hurt  his  crops.  Investors 
have  been  living  with  inflation  for  a 
decade  now,  and  broad  truisms  about 
its  baneful  effects  aren't  very  helpful. 

Faulkner,  Dawkins  &  Sullivan,  a 
prestigious  institutional  research  firm, 
has  spent  the  last  couple  of  years  turn- 
ing generalities  about  inflation  into 
useful  investment  specifics.  William  S. 
Easman  Jr.,  39,  the  man  who  over- 
sees this  operation,  says  that  the  firm's 
research  in  this  area  has  a  long  way 
to  go.  Nevertheless,  it  has  already 
borne  impressive  fruit  and  promises  a 
richer  harvest  yet. 

Easman  and  his  colleagues  believe 
the  stock  market  is  rational  in  that  it 
does  generally  respond  to  and  reflect 
corporate  earnings  and  earnings  ex- 
pectations. What  has  happened  in  the 
last  few  years,  says  Easman,  is  that 
inflation  has  made  real  earnings  and 
reported  earnings  very  different  things. 
This  difference  makes  a  big  difference. 

For  example,  in  1973-74,  reported 
earnings  for  the  Standard  &  Poor's 
425  (now  400)  went  up  42%.  And 
what  did  stock  prices  do?  They  dived 
42%.  This  was  a  pattern  of  behavior 
contrary  to  everything  that  history  has 
taught  a  Wall  Streeter  to  expect.  Con- 
versely in  1975,  earnings  went  down 
but  stock  prices  rose  impressively. 

One  obvious  explanation  was  infla- 
tion. It  was  sky-high  in  1974  and 
slowed  down  in  1975;  thus  the  stock 
market  improved  in  1975.  But  infla- 
tion doesn't  hit  everybody  the  same. 
Nor  does  a  slowing  of  inflation  bene- 
fit everybody  the  same.  What  Bill 
Easman  and  his  colleagues  at  Faulk- 
ner, Dawkins  have  developed  is  a  way 
to  measure  the  impact  of  changes  in 
inflation  rates  on  specific  companies. 
"Inflation  attacks  all  wealth,"  says 
Easman.  Simply  to  nick  a  company's 
earnings  by  the  current  inflationary 


rate  isn't  enough.  The  company's  net 
assets  are  also  being  ravaged.  So  as  a 
quick  rule  of  thumb,  the  inflation-con- 
scious investor  should  take  a  compa- 
ny's return  on  equity— equity  repre- 
sents its  net  wealth— and  penalize  that 
by  inflation.  If  a  company  earned  16% 
on  its  equity,  but  inflation  is  7%,  then 
the  real  return  in  terms  of  purchasing 
power  is  only  9%.  If  that  company 
reported  $2  a  share,  the  "indexed" 
earnings  per  share  would  be  $1.13. 
Quite  a  difference,  that!  Little  won- 
der the  stock  market  collapsed  in 
the  face  of  rising  earnings  in  1974. 

Easman  took  the  S&P  and  applied 
his  simple  equations.  Voila!  The  S&P's 
adjusted  earnings  were  on  the  skids 
in  1973-74  even  though  reported 
earnings,  the  kind  that  investors  read 
in  quarterly  and  annual  reports,  were 
showing  reassuring  gains. 

Adjusting  earnings  for  inflation  is  no 
easy  task.  The  analyst  and  the  investor 
have  to  make  two  estimates:  one  for 
earnings,  another  for  inflation. 

Unimpressive  Growth  Stocks 

Are  these  indexed  earnings  worth 
the  trouble?  The  evidence  is  that  they 
can  be.  By  past  experience,  for  exam- 
ple, growth  stocks  should  have  made 
an  impressive  comeback  after  the 
1974  bear  market,  but  they  didn't. 

An  important  reason  is  what  Eas- 
man calls  "inflation  leverage."  A  com- 
pany with,  say,  a  15%  return  on  equi- 
ty, would  have  only  a  3%  real  return 
with  12%  inflation.  But  if  inflation  re- 
cedes to  6%,  then  the  real  return  tri- 
ples to  9%,  and  so  do  indexed  earn- 
ings (assuming  reported  earnings  have 
remained  steady).  In  other  words, 
their  inflation  leverage  is  high. 

By  contrast,  growth  companies 
have  very  high  returns  on  equity.  Say 
a  growth  outfit's  return  is  25%.  In  this 
case,  the  halving  of  the  inflation  rate 
means  only  a  46%  hike  in  real  earn- 
ings, whereas  it  was  200%  for  the  corn- 


Retort:  Critics  say  inflation  account- 
ing is  imprecise.  Easman  prefers  to  be 
"vaguely  right  than  precisely  wrong." 


pany  with  the  lower  return.  No  won-| 
der  the  so-called  second-tier  stocks, 
stocks  with  only  average  or  below- 
average  returns  on  net  assets,  have 
done  so  much  better  than  growth 
stocks.  Of  course,  there  were  other 
factors  at  work,  but  "inflation  lever- 
age" is  a  major— and  overlooked— one. 

But  Easman  and  Faulkner,  Daw- 
kins weren't  satisfied  with  "indexing" 
alone.  Easman  wanted  to  find  addi-  \ 
tional  ways  to  judge  how  vulnerable 
or  strong  companies  were  vis-a-vis  in- 
flation, and  thereby  get  a  better  idea| 
as  to  how  such  a  company  would 
fare  in  the  stock  market. 

Faulkner,  Dawkins  seems  to  have 
struck  paydirt  once  more.  To  give  in- 
vestors a  better  idea  as  to  how  infla-j 
tion  impacts  a  company,  the  Securi- 
ties &  Exchange  Commission  early  last 
year  decreed  that  most  major  corpora- 
tions would  have  to  reveal  in  footnotes 
their  replacement  costs  for  inventories 
and  depreciable  plant  and  equipment 
in  their  1976  statements. 

A  good  many  Wall  Streeters  are  ex-, 
pected  to  greet  the  revelations  more 
as  curiosities  than  as  useful  invest- 
ment tools.  Easman  disagrees. 

He  has  come  up  with  evidence  that 
"distributable"  income  (earnings  ad-; 
justed  for  replacement  costs)  "bears 
a  high  degree  of  relevance  to  the  pat- 
tern of  stock  prices,"  even  more  close- 
ly than  indexed  earnings.  In  other 
words,  if  "distributable"  income  drops, 
so  does  the  stock— even  if  reported 
earnings  go  up.  Using  numbers  from 
the  Department  of  Commerce  Nation- 
al Income  &  Product  Accounts,  Eas-i 
man  plotted  distributable  corporate; 
profits  after  taxes  with  the  S&P's  400! 
(see  graph),  and  the  correlation 
was  significantly  close. 
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The  Bell  story  makes  a  point 
about  something  even  more  versatile 

than  helicopters. 


In  1943  the  Bell  Helicopter  was  an  experimental  nov- 
elty. Today  it  is  an  indispensable  workhorse,  serving 
people  in  countless  different  ways.  Its  development  is 
a  record  of  imaginative  response  to  changing  needs. 

This  story  of  versatility  makes  an  effective  case  for 
the  private  enterprise  system,  according  to  an  initial 
survey  of  viewer  reactions  to  Textron's  current  televi- 
sion campaign. 

Comments  on  the  advertising,  which  includes 
commercials  about  several  other  divisions  of  Textron, 


were  overwhelmingly  favorable.  93%  of  viewers  with 
proven  recall  of  the  campaign  said  the  commercials 
were  informative.  96%  found  them  believable.  And 
84%  thought  that  corporations  should  do  this  kind  of 
advertising. 

Viewers  also  had  some  nice  things  to  say  about 
Textron.  Which  goes  to  show  that  making  a  case  for 
Business  can  be  good  business.  For  more  details  on 
the  research,  write  "Response",  Textron,  Providence, 
Rhode  Island  02903. 


The  Money  Men 


So  what  the  SEC  is  requiring  of 
companies  is  something  the  stock  mar- 
ket reacts  to  even  when  it  isn't  quite 
sure  what  it  |is  reacting  to. 

Easman  has  gone  further  than 
charting.  With  two  noted  accountants 
—Angela  Falkenstein  and  Roman  L. 
Weil— Faulkner,  Dawkins  has  pre- 
pared sophisticated  estimates  of  re- 
placement-adjusted profits  for  all 
Dow  Jones  industrial  average  com- 
panies for  1975,  using  differing  infla- 
tion rates  for  various  items  on  the 
balance  sheet.  Several  companies  have 
told  Easman  that  if  the  SEC  rules  had 
been  in  effect  in  1975,  the  company 
numbers  would  have  been  quite  close 
to  those  Easman's  team  has  come  up 
with.  When  1976  annual  reports  and 
10-Ks  are  out,  Easman  will  be  able  to 
judge  more  conclusively  whether 
the  results  of  Faulkner,  Dawkins' 
methodology  are  in  the  ball  park  of 
what  corporations  come  up  with.  If 
so,  then  Easman  plans  to  come  up 
with  estimated  inflation-adjusted  prof- 
its for  a  number  of  companies  going 
back  several  years. 

Why  bother?  "We  already  know 
that  for  the  market  as  a  whole,  there 
is  a  close  correlation  between  distrib- 
utable income  and  stock  prices,"  an- 
swers Easman.  With  the  new  infla- 
tion-adjusted figures,  he  hopes  to  be 
able  to  find  more  relevant  patterns  for 
individual  stocks.  You  would  know 
what  a  stock's  distributable  price/ 
earnings  ratio  range  was,  and  it 
would  then  be  possible  to  better  pre- 
dict what  impact  changes  in  inflation 
would  have  on  individual  stocks  as 
well  as  on  the  market  as  a  whole. 

Du  Pont's  Red  Ink 

What  Easman's  1975  numbers  re- 
veal is  startling  enough.  Du  Pont,  a 
triple-A-rated  company,  reported  a 
$272-million  profit  in  1975.  By 
Faulkner,  Dawkins'  reckoning,  the 
giant  chemical  maker  actually  "lost" 
$100  million  after  adjusting  for  the 
impact  of  inflation  on  its  replacement 
costs.  (Du  Pont  broke  with  precedent 
in  1974-75  and  borrowed  heavily  in 
the  bond  market. ) 

For  all  the  Dow  Jones  industrial 
companies,  Easman  found  that  esti- 
mated inflation-adjusted  profits  were 
only  40%  of  reported  earnings. 

There  were  other  surprises.  "A  ma- 
jor one,"  says  Easman,  "was  how 
American  Telephone  &  Telegraph 
showed  such  a  low  degree  of  inflation 
penalty."  AT&T,  in  fact,  emerged  as 
one  of  the  strongest  companies  on 
Easman's  list.  "It  is  interesting,"  notes 


Easman,  "that  AT&T  comes  up  well 
in  that  analysis  and  is  doing  relative- 
ly well  in  the  market." 

Although  the  newspapers  are  full 
of  stories  about  increasing  dividends, 
the  proportion  of  reported  earnings 
being  paid  out  to  stockholders  is  still 
low  by  historical  standards.  Six  years 
ago,  the  payout  ratio  for  the  Dow 
Jones  industrials  was  56%.  Last  year 
it  fell  to  42%.  Easman's  work  gives 
hard  evidence  as  to  why.  On  an  in- 
flation-adjusted basis,  most  companies 
are  paying  out  an  awfully  high  ratio 
now.  For  1975  Easman  figures  the 
payout  ratio  for  the  DJI  was  an  as- 
tonishing 125%. 

Distributable  income  figures  will 
enable  investors  to  better  judge  which 
companies  will  be  best  able  to  cover 
and  possibly  hike  future  payouts. 

Faulkner,  Dawkins  is  also  working 
on  adjusting  the  rest  of  the  balance 


sheet,  such  items  as  long-term  debt, 
for  inflation.  Explains  Easman:  "What 
we're  trying  to  get  to  is  an  accounting 
system  that  is  more  relevant  in  terms 
of  stock  prices." 

Easman  believes  that  the  stock  mar- 
ket "has  been  making  adjustments  for 
inflation  implicitly,"  but  investors  have 
been  speaking  in  the  old  language  of 
stable  prices  in  an  inflationary  en- 
vironment. That's  why  recent  markets 
have  been  even  more  confusing  than 
past  ones. 

Bill  Easman  is  a  sensible  man,  and 
we  hasten  to  add  that  he  doesn't  claim 
that  he  has  found  the  long-sought 
magic  key  to  predicting  the  stock  mar- 
ket. "Besides  inflation,  there  are  al- 
ways other  variables  at  work,"  he  says. 
What  he  hopes  to  do  is  help  investors 
better  understand  one  key  variable- 
inflation.  Rest  assured  there  will  still 
be  plenty  of  others.  ■ 


Profits — Real  Vs.  Spurious 

Why  did  stocks  tumble  in  1973-74  when  earnings  were  rising?  Why  did  the 
market  turn  up  in  1974-75  when  earnings  were  falling?  Inflation  explains 
it,  according  to  William  Easman  Jr.  Because  of  inflation,  he  says,  reported 
earnings  are  distorted  earnings.  The  solid  black  line  represents  stock  prices; 
the  broken  red  line,  reported  profits;  the  solid  red  line,  profits  adjusted  for 
inflation  (replacement  cost).  Note  that  profits  as  reported  in  annual  state- 
ments can  go  up  when  inflation-adjusted  profits  are  moving  down. 
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hrough  the  years,  we've  been  able  to  say  "\fes"to  risks, 
because  we've  known  when  to  say  "No!' 


k: 

CHUBB 


Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 
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7  Allied  Chemical  Corporation 


ou  don't  have 
d  be  a  nuclear 
hysicist  to 
nderstand  an 
lectric  bill. 


The  numbers  next  to  the  $  sign  are  a 
righer  today  than  a  couple  of  years  ago. 
I  we  can  expect  even  bigger  bills  as  prices 
ease  for  oil,  coal,  natural  gas— the  main 
rces  for  the  energy  we  use. 

That's  why  the  world  is  turning  to 
lear  power  as  a  practical  alternative. 
:lear  power  can  cut  our  future  electricity 
ts  and  reduce  dependence  on  those  few 
ntries  that  control  oil  production  and 
es.  Thousands  of  American  communities 
i  enjoy  power,  light  and  heat  from  nuclear 
rgy.  By  1 985,  there  will  be  at  least  300 
lear  power  plants  in  the  U.S.  and  overseas. 

Nuclear  power  is  produced  by  reac- 
i  that  run  on  uranium.  After  3  or  4  years  the 
rods  in  a  reactor  are  spent  and  taken  out. 
y  can  be  stored  away.  But  they  contain 
onium,  as  well  as  unburned  uranium,  and 
;arding  them  means  losing  forever  a 
3ntial  source  of  energy.  However,  there  is  a 
'  to  reprocess  this  material,  to  generate 
3ast  50%  additional  electricity  instead  of 
ply  throwing  away  this  valuable  resource. 

Right  now,  there's  only  one  facility  in 
entire  U.S.— at  Barnwell,  South  Carolina, 
t  by  our  company  in  partnership  with 
leral  Atomic— that  is  able  to  evaluate  the 
lefits  of  reprocessing.  At  full  operation, 
nwell  will  reprocess  spent  nuclear  fuel  from 
30  reactors  every  year.  This  reusable  fuel 
provide  the  energy  equivalent  of  almost  70 
ion  tons  of  coal  or  nearly  300  million  barrels 
rude  oil  a  year.  That's  a  lot  of  energy 
t  would  be  wasted  without  reprocessing. 


Reprocessing  provides  another  plus. 
By  significantly  reducing  the  amount  of  highly 
radioactive  nuclear  waste,  the  need  for  storage 
locations  is  lessened— an  environmental  as 
well  as  economic  benefit. 

But  Barnwell  is  idle.  It  can't  get 
started  until  the  government  clarifies  its 
position  on  nuclear  fuel  recycling. 

Barnwell  can  establish  that  effective 
safeguards  can  be  maintained  over  the 
plutonium  contained  in  spent  fuel.  In  doing  so, 
it  will  go  a  long  way  toward  providing  an 
answer  to  the  problem  of  international  nuclear 
arms  proliferation. 

Recent  surveys  show  that  a  majority 
of  Americans  favor  more  nuclear  power  plants. 
Barnwell  is  the  key  to  proving  that  reprocessing 
can  help  make  nuclear  power  the  choice  of 
the  future— an  economical,  safe  and  environ- 
mentally acceptable  answer  to  America's  need 
for  electricity. 

It  doesn't  take  a  degree  in  nuclear 
physics  to  make  that  choice.  Barnwell  and  the 
American  people  are  waiting. 


Allied  . 
Chemical 


For  copies  of  this  ad  and  information  about  how  nuclear  fuel 
reprocessing  can  help  solve  our  energy  problems,  write  to: 
Energy,  Dept.  FB-  Allied  Chemical  Corporation,  P.O.  Box  2245R, 
Morristown,  N.  J.  07960 


Faces  Behind  The  Figures 


King  Lear? 

William  P.  Leah,  onetime  electri- 
cal wunderkind,  inventor  and  innova- 
tive airplane  designer,  is  at  it  again. 
At  74,  he  is  a  bit  plumper  than  he 
used  to  he  hut  no  less  the  curmud- 
geon, as  he  tries  to  get  his  latest  air- 
craft design,  the  twin-jet  LearStar 
600,  off  the  ground. 

Will  he  recapture  the  acclaim  that 
he  basked  in  during  the  mid-1960s 
when  his  rakish  Learjet  ushered  in  the 
executive  jet  era,  confounding  indus- 
try critics  who  said  he  couldn't  do  it? 
It's  far  from  certain,  for  although  he's 
not  exactly  hard  up  (he  recently  es- 
timated his  net  worth  at  about  $12 
million),  Lear  has  had  to  bring  in  a 
partner  on  the  LearStar  project.  It  is 
Canadair  Ltd.,  the  big  Canadian  gov- 
ernment-owned aircraft  manufacture] 
in  Montreal.  Unable  to  shoulder  the 
heavy  startup  costs  on  the  600s,  Lear 
turned  his  concept  over  to  the  Ca- 
nadians for  a  multimillion-dollar  fee 
and  royalties  on  each  model  sold. 

But  the  Canadians  are  now  calling 
the  shots,  leaving  Bill  Lear  in  an  un- 
accustomed position  of  relative  pow- 
erlessness  and,  like  Shakespeare's  King 


Lear,  raging  against  his  fate.  He  eon- 
tends  that  Canadair  has  strayed  from 
his  original  plan  for  an  aircraft  that 
could  fly  much  farther  (about  5,000 
miles,  depending  on  load)  than  most 
small  executive  jets  and  still  cost  mil- 
lions less  than  bigger  aircraft  with 
comparable  range.  He  is  saying  pub- 
licly that  the  heavier,  wider  airplane 
the  Canadians  have  evolved— he  deri- 
sively calls  it  "Fat  Albert"— won't  be 
able  to  meet  the  performance  guaran- 
tees on  which  orders  for  some  70 
LearStars  to  date  have  been  based. 
(Canadair  President  Frederick  R. 
Kearns  claims  that  the  airplane  they 
are  getting  ready  to  build  is  indeed 
Lear's  concept.  However,  it  is  a  fact 
that  the  performance  goals  have 
been  trimmed  from  Lear's  original 
targets. ) 

Lear's  reputation  as  an  inventive 
genius  is  secure  despite  the  failure  of 
his  well-publicized  steam-powered 
auto  project,  which  he  abandoned  in 
1974  after  pouring  in  $17  million  of 
his  own  money.  One  prediction  he'd 
like  to  bury  was  made  in  Forbes  in 
1971:  "Within  ten  years  the  internal 
combustion  engine  will  be  a  collec- 
tor's item." 


Last  month,  however,  Lear  wa 
hopeful  of  at  least  one  more  las 
laugh.  Within  the  next  few  months 
he  said,  he  expects  Canadair  execu 
tives  to  realize  he  is  right  and  call  oi 
him  for  help.  To  that  end  Lear  and  j 
team  of  engineers  at  his  somewha 
seedy  headquarters  in  an  abandoned 
Air  Force  base  north  of  Reno  an 
working  on  alternate  designs  pos 
sessing  the  classic  Learjet  projectile 
like  lines.  "I'm  easy  to  get  alonl 
with,"  says  Bill  Lear  with  a  grh 
but  also  with  an  undertone  of  serious 
ness.  "All  you  have  to  do  is  give  m| 
my  way." 

Even  if  Canadair  ignores  him,  how 
ever,  Lear  is  not  going  to  withdraw 
gracefully.  He  said  last  month  tha 
he  definitely  plans  to  spend  $10  mil 
lion  of  his  own  and  his  wife  MoyJ 
money  to  build  a  working  prototypj 
of  one  alternate  design  that  he  favors)! 
Since  his  contract  prevents  him  fron 
selling  it  in  competition  with  CanadU 
air,  the  Lear  Allegro,  as  he's  calling 
it,  will  be  just  for  him,  although  In 
will  offer  it  to  the  Canadians  if  thej 
want  to  produce  it.  Lear  shrugs  <M 
the  expense:  "I'm  too  old  to  ehasj 
girls  any  more.  ..."  ■ 


Heart's  Desire:  A  magnet  to  the  eye,  this  white  model  of  his  new  Lear  Allegro  sits  on  Bill  Lear's  semicircular  desk. 
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SEE  LA  BOHEME 
S  YOU'VE  NEVER  SEEN  IT  BEFORE.  LIVE  ON  TELEVISION. 

After  bringing  you  the  opera  on  radio  for  37 years,  were  honored  to  announce 
i  first  live  public  television  broadcast  of  a  performance  by  the  Metropolitan 
oera  Company. 

The  outstanding  cast  includes  Renata  Scotto  and  Luciano  Pavarotti  in  this 
rformance  conducted  by  Thomas  Schippers. 

See  and  hear  this  historic  broadcast  on  Public  Broadcasting  Television  Service  (PBS), 
esday  evening,  March  15,  from  8:00  to  11:00  P.M.  (EST).  Consult  your  local 
tings.  Made  possible  by  a  grant  from  Texaco. 

You  II  have  the  best  seats  in  the  house  for  this  outstanding  performance 
ituring  sets  designed  by  Pier  Luigi  Pizzi  for  the  Lyric  Opera  of  Chicago. 

LA  BOHEME. 
VE  TELEVISION  FROM  THE  MET. 

TUESDAY  MARCH  15, 8-11  P.M.,ON  YOUR  LOCAL  PBS  CHANNEL. 
SIMULCAST  ON  STEREO  FM  IN  MANY  CITIES. 

Made  possible  by  a  grant  from 


TEXACO! 


Faces  Behind  the  Figures 


Right  Again? 

Former  Under  Secretary  of  State 
George  W.  Ball,  now  senior  manag- 
ing director  with  Lehman  Brothers, 
hegan  to  win  a  reputation  for  pre- 
science in  the  1960s  as  the  only  high 
official  in  the  Kennedy-Johnson  Ad- 
ministrations to  oppose,  early  on,  the 
growing  U.S.  involvement  in  Vietnam. 
He  may  well  have  bolstered  his  cre- 
dentials by  being  prophetically  right 
on  another  subject:  the  durability  of 
the  Canadian  union.  Ball  argued,  for 
one,  that  Quebec  was  "an  indigestible 
lump  in  the  belly  of  Canada." 

Moreover,  in  his  book  The  Disci- 
pline of  Power,  published  in  1968,  he 
contended:  "Canada  is  fighting  a  rear- 
guard action  against  the  inevitable. 
Living  next  to  our  nation,  with  a  pop- 
ulation ten  times  as  large  as  theirs  and 
a  gross  national  product  fourteen 
times  as  great,  the  Canadians  realize 
their  need  for  U.S.  capital;  but  they 
are  determined  to  maintain  their  eco- 
nomic and  political  independence. 
They  pay  heavily  for  it,  and  I  do  not 


"My  wife  grew  up  in  the  Far  East, 
and  she  loves  tofu— bean  curd,"  says 
Robert  T.  Foote,  59,  chairman  of  Mil- 
waukee's Universal  Foods.  "Myself,  I'll 
stick  to  my  nice  red  meat."  His  wife's 
tastes  convince  Foote  that  habit  is  all. 
Within  less  than  a  generation,  he  fore- 
sees people  eating  Universal's  new  imi- 
tation cheese,  "Uni-Chef ,"  as  readily 
as  they  now  drink  frozen  orange 
juice.  Uni-Chef  is  already  used  in 
some  school  lunches— usually  dis- 
guised in  a  pizza. 

Foote  of  Universal  Foods 


believe  they  will  succeed  in  reconcil- 
ing the  intrinsic  contradiction  of  their 
position. 

""Meanwhile,  there  is  a  danger  that 
the  efforts  of  successive  Canadian  gov- 
ernments to  prevent  U.S.  economic 
domination  will  drive  them  toward  in- 
creasingly restrictive  nationalistic  mea- 
sures," he  maintained. 

Such  views  didn't  sit  well  with  Can- 
ada. "I  was  regarded  as  the  dreadful 
ogre  from  the  South,"  Ball  recalled 
last  month.  But  his  outlook  on  the 
future  of  our  northern  neighbor  has 
remained  unchanged.  "Such  national- 
istic measures  are  exactly  what  hap- 
pened," he  said,  "and  Canada  is  pay- 
ing for  it." 

Indeed,  the  Canadian  economy  to- 
day makes  the  U.S.  appear  to  be,  by 
comparison,  almost  in  the  pink. 

That's  why  Ball  believes  that  U.S. 
businessmen,  vexed  by  Canadian  fed- 
eral and  provincial  nationalism,  will 
find  some  relief  down  the  road.  "Even- 
tually the  Canadians  will  be  com- 
pelled to  pull  back  on  some  of  their 
nationalistic  economic  moves  simply 


At  present,  Universal  is  making  only 
imitation  mozzarella— out  of  milk  pro- 
tein and  vegetable  oils.  An  imitation 
processed  American  cheese  (an  imi- 
tation of  an  imitation,  some  might 
say)  is  in  development.  A  Forbes  re- 
porter recently  sampled  a  real  and  a 
"fake"  pizza  in  Universal's  test  pizza 
kitchen.  The  imitation  could  be  picked 
out,  but  only  with  the  real  thing  there 
for  comparison. 

Although  it  is  already  on  allocation, 
imitation  cheese  is  still  a  small  part  of 
Universal's  $173-million  sales  and 
$7.4-million  profits  (in  the  year  end- 
ed Sept.  30).  Founded  in  1882  as 
Meadow  Springs  Distilling  Co.,  a 
yeast  and  brewing  company,  Universal 
left  the  liquor  business  with  the  onset 
of  Prohibition  but  later  got  a  nice  fil- 
lip during  World  War  II  when  it  sold 
yeast  to  the  armed  forces  around  the 
world.  It  still  does  a  good  business 
building  and  operating  yeast  plants  in 
countries  like  Iran  and  Costa  Rica  in 
minority  partnership  with  local  inter- 
ests, and  altogether  it  now  makes 
around  20?  on  equity. 

Foote  is  a  balding  six-footer  who 
joined  the  company  as  a  yeast-plant 
manager  35  years  ago.  By  the  early 
Fifties,  he  recalls,  the  company  had 
risen  as  far  as  it  could  get  on  yeast 
alone:    "We  were   selling  yeast  to 


Ball  of  Lehman  Brothers 


by  the  imperative  of  commerce,"  he  I 
said.  Most  Canadians,  he  feels,  won't  I 
forever  suffer  an  unnecessarily  low  I 
standard  of  living  vis-a-vis  the  U.S.  I 
simply  for  the  sake  of  nationalism. 

As  for  the  weakening  of  the  Ca-I 
nadian  union,  and  much  stronger,  II 
more  intimate  economic  and  political  H 
ties  with  the  U.S.— Quebec  aside— Ball  I 
is  more  tentative.  "This  process  won't  I 
occur  overnight,"  he  said.  "What  form 
it  will  take,  I  don't  know." 

What  should  the  U.S.  do  about| 
Canada's  troubles?  Counsels  Ball:  "We 
ought  to  stay  aloof  and  let  the  Ca- 
nadians sort  out  their  own  affairs." 


housewives,  to  commercial  and  insti- 
tutional bakers,  to  health  food  storesj 
and  vitamin  makers— even  the  squeal) 
was  gone."  Diversification  was  the  ob-t 
vious  next  step— first,  chili  peppers.) 
Then  came  a  merger  with  Universal 
Foods,  a  Chicago  maker  of  soup  ana 
gravy  bases.  Next  was  Chicago's  Stel4 
la  Cheese  Co.,  which  makes  Italian^ 
type  cheeses— mozzarella,  Parmesan,! 
Romano  and  Gorgonzola— and  now  aoW 
counts  for  a  third  of  sales. 

"Stella  met  our  criteria,"  Foote  says.|l 
"We  were  looking  for  specialty  prod-M| 
ucts  in  fast-growth  areas.  We  weren'ql 
trying  to  beat  Kraft  or  Standard™ 
Brands  at  their  own  game." 

Universal  sells  mostly  to  other  foocUlt 
processors  or  wholesalers— for  exam-  j 
pie,  the  Chef  Boy-Ar-Dee  division  of 
American  Home  Products.  Universal's 
boldest  venture  into  consumer  mar- 
keting—"fine  wines"— led  to  what 
Foote  calls  a  "classic  snafu."  He  points 
to  a  crusty,  old  bottle  labeled  "No.  1" 
on  a  knickknack-crowded  shelf  facing 
his  "desk:  "That's  to  remind  vis.  We 
bought  it  in  1970  and  we  were  oul 
by  1974." 

Imitation  mozzarella,  by  contrast,  is 
perfectly  suited  to  Foote 's  talents;]  W 
Universal  is  telling  its  pizza-making 
customers— who  now  buy  mostly  the 
real  thing-that  Uni-Chef  is  30?  to 
40?  cheaper.  Let  them  persuade  the 
public  it  tastes  just  as  good.  ■ 


Pizza  To  Go,  Heavy  On  The  Soybeans 
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If  you  don't  think  of  communications  when 
/ou  have  a  business  problem,  you  may  have 
I      more  problems  than  you  realize. 


"A  lot  of  business  problems  are 
rally  communications  problems  in 
isguise.To  find  the  solutions,  turn 

>  a  company  uniquely  qualified 

>  help-the  Bell  System:' 

Ken  Whalen.  VP.  Marketing,  AT&T 

No  matter  what  business  you're 
L  communications  is  playing  a 
rger  part  in  it  than  ever  before. 

For  better  and  for  worse. 

For  example,  poor  communi- 
ations  can  turn  an  efficient  pro- 
uction  line  into  an  inefficient 
ne,  or  weaken  customer  relations. 

It  can  cause  the  misuse  of  talent 
nd  resources.  And  a  lot  more. 

You  may  not  even  realize  your 
:>mmunications  system  is  the  cause 
f  the  problem  itself.  So  you  treat  the 
►nnptom  instead  of  the  cause.  A  cure 
lat  won't  last  long. 

How  to  make  communications 
fork  for  you  instead  of  against  you. 

If  all  of  this  sounds  a  bit  complicated 
ike  comfort  from  the  fact  that  some- 
ling  can  be  done. 

You  can  turn  to  the  Bell  System  for 
_jal  help. 

We're  the  largest  communications 
pmpariy  in  the  world.  It's  our  business 
)  come  up  with  communications  solu- 
ons  to  tough  problems. 

Not  just  voice  communications,  but 
ata  as  well.  (We've  been  in  data  almost 
s  long  as  we've  been  in  existence 

We  try  to  know  your  business 
Imost  as  well  as  you  do. 

To  solve  your  problems  we  have  to 
now  your  problems. 

So  for  the  past  year  and 
half,  we've  been  conducting  an 


in-depth  study  of  American  business- 
industry  by  industry. 

We've  learned  a  lot.  And  we  can  put 
that  knowledge  to  work  for  you. 

We've  also  set  up  teams  of  com- 
munications experts  that  specialize 
in  particular  industries.  For  exam- 
ple: health  care,  hotel/motel,  pack- 
age goods,  education  and  so  on. 

Each  team  is  headed  by  an 
Account  Representative  whose 
job  it  is  to  analyze  your  problem. 
Then  to  direct  our  resources 
towards  solving  it. 
We  stand  behind  your  sys- 
tems end  to  end. 

Whether  the  solution  to  your 
problem  is  improved  voice  com- 
munications, data  communica- 
tions, or  a  complex  mix  of  both,  we 
take  total  responsibility  for  the 
design,  supply,  installation,  mainte- 
nance and  repair  of,  your  system. 

And  you'll  be  pleased  to  know 
something  else:  when  you  work  with 
the  Bell  System,  Bell  is  the  only 
communications  company  you  have 
to  work  with. 

For  more  information,  just  call 
your  local  Bell  Company  and  ask  for  a 
"problem  solving"  Account 
Representative. 


The  system 
is  the  solution. 


Bell  System 


Faces  Behind  the  Figures 


Rig  Writer 

"Friday  night  I  \\  as  talking  to  a 
young  man  from  the  Far  East,"  says 
A.  (for  Arthur)  Henry  Chester,  a 
top  marine  insurance  underwriter  at 
Lloyd's  of  London.  "He  was  asking 
my  adviee  about  expanding  his  un- 
derwriting portfolio.  I  said,  well,  if 
he  wrote  25  risks,  he  might  at  the  end 
of  the  year  have  a  settlement  of  25% 
of  his  premium  income  or  a  settlement 
of  500'/.  A  thousand  risks?  Then  he 
might  have  a  settlement  of  110%  of  in- 
come. I  mean,  you've  got  to  have  a 
very  substantial  book  of  business  m 
order  to  spread  your  risks  out." 

Chester,  54,  has  such  a  substantial 
hook  of  business.  He  heads  a  syndi- 
cate of  500  "names"  (or  silent  part- 
ners, over  10?  of  them  Americans), 
keeps  "tens  of  thousands  of  risks"  in 
his  $30-million  portfolio.  He  is  the 
third  generation  of  his  family  to  keep 
a  "box"  (the  church-pew-like  cubicles 
each  syndicate  maintains)  at  Lloyd's, 
and  lie  is,  among  other  things,  the 
acknowledged  expert  in  oil-rig  insur- 
ance, in  which  Lloyd's  is  preeminent. 


Making  It  On  Its  Own 

"The  time  to  expand  is  when  the 
other  fellow  doesn't,"  says  forthright 
Marjen  H.  (Bud)  Collet,  64.  A  Uni- 
\  ersity  of  Michigan  forestry  graduate 
w  ho  once  wanted  to  be  a  mining  en- 
gineer but  lacked  the  math,  Collet 
now  runs  Olinkraft,  Inc.  Olinkraft  is 
that  comparative  rarity  today,  a  me- 
dium-sized one-industry  company.  It 
got  that  way  when  it  was  spun  oft  in 
May  1974  from  a  conglomerate,  Olin 
Corp.,  as  a  paper  company.  Collet  is 
not  daunted  by  the  lack  of  a  corporate 
umbrella  to  support  his  expansion 
plans;  indeed,  he  enjoys  his  new- 
found  freedom. 

Olinkraft  (1976  sales:  $342  mil- 
lion) is  pushing  ahead  with  a  $125- 
million  paper-mill  expansion  to  be 
completed  in  late  1978.  This  at  a  time 
when  most  paper  companies  are  play- 
ing it  tight.  Collet  plans  to  increase 
kraft  paper  capacity  by  35%  by  1979. 

Of  course,  Collet  thinks  he  can  sell 
the  additional  product.  Ever  since  he 
joined  Olin  in  1956,  he  has  been  busy 
pushing  Olinkraft  in  the  direction  of 
specialty  products  such  as  Olinkote, 
a  relatively  cheap,  sturdy  brown 
board  coated  with  clay  on  one  side, 
that  competes  with  more  expensive 
bleached  board.  Just  like  Jimmy  Car- 
ter wearing  long  johns  under  a  biisi- 
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Chester's  signature  on  a  slip,  taking 
perhaps  3%  of  a  new  $30-million  oil- 
rig  risk,  is  enough  to  guarantee  a  fully 
subscribed  underwriting  by  other  syn- 
dicates, which  often  know  very 'little 
about  oil  rigs.  Such  specialization  is  a 
well-established  Lloyd's  tradition.  An- 
other syndicate  leader  is  the  expert  in 
marine  towage,  which,  of  course,  in- 
cludes oil-rig  installation. 

In  general,  the  less  predictable  the 
risk,  the  more  profitable  it  can  be  for 
the  underwriter,  which  is  why  Chester 
will  occasionally  spice  up  his  port- 
folio by  writing  insurance  against,  say, 
rain  at  outdoor  sports  events.  Oil  rigs 
are  where  the  action  happens  to  be 
these  days  in  marine  insurance  be- 
cause the  loss  patterns  are  quite 
unpredictable. 

Chester  is  happy  to  write  insurance 
in  such  new  and  costly  areas  as  pol- 
lution control  ("the  rates  assume  se- 
rious losses  but  they  may  go  even 
higher")  and  replacement  cost  ("to  an 
extent  you're  guessing  future  inflation 
rates,  but  it's  the  insured  who  sets  the 
value,  not  us"),  but  he  has  stopped 
writing  insurance  for  the  cost  of  con- 


ness  suit,  Olinkote  combines  appear- 
ance with  durability  and  thrift. 

Collet  has  also  developed  razors  to 
use  the  blades— for  example,  a  ma- 
chine system  called  the  Marksman, 
which  is  installed  in  breweries  or  so- 
da-bottling plants  to  wrap  bottles  in 
beverage  carriers  made  of  printed 
Olinkote.  Even  in  troubled  1975  Olin- 
kraft produced— and  sold  or  used— 
288,500  tons  of  coated  paperboard, 
vs.  a  capacity  of  290,000  tons. 

Olinkraft    sells    other    things,  too: 


Collet  of  Olinkraft 


Chester  of  Lloyd's  of  London 


trolling  oilfield  fires  or  blowouts.  "The 
problem  is  that  the  amount  of  the 
claim— and  it  is  almost  always  a  se- 
rious claim— always  seems  to  be  equal 
to  the  available  coverage.  The  diffi- 
culty, of  course,  is  establishing  what 
steps  are  necessary  for  control.  The 
insured's  interests  are  not  necessarily 
reflected  by  the  premiums  he's  paid 
his  underwriters."  ■ 


bags,  corrugated  boxes,  peanut  ship- 
pers and  other  paper  goods,  and  for- 
est products  like  lumber  and  ply- 
wood. "We're  scramblers,"  says  Collet 
cheerfully.  "If  you  have  a  number  of 
different  outlets,  you  can  maximize 
the  return  on  your  timber  base  over 
the  long  run." 

With  an  enviable  timber  base  that  1 
supplies    half    its    needs,    Olinkraft  j 
should  have   little   trouble  financing 
its  new  mill.  Its  cash  flow  is  current- 
ly running  better  than  $50  million  a 
year— a   sizable   amount   for  such  a 
small  company.  Its  debt  is  a  moderate 
22%  of  total  capital,  leaving  room  for 
additional  borrowing;  its  capital  base  ,1 
was   recently   enlarged   through   the  I 
sale  of  $31  million  worth  of  common 
stock    (at  a  premium  of  50%  over 
1975's  book  value) . 

Under  the  circumstances.  Bud  Col- 
let hardly  misses  his  old  corporate  J 
parent.  "It  was  sometimes  difficult  to  I 
get  capital  appropriations,"  he  says: 
cash  from  strong  divisions  like  Olin- 
kraft was  sometimes  used  to  support 
weaker  divisions.  "Now,"  he  says,  "we  1 
are  masters  of  our  own  fate,  and  the  I 
good  job  we  are  doing  is  visible  to  the  1 
investing  public." 

Visible  it  now  is.  While  Olin,  with  I 
$1.4  billion  in  sales,  sells  at  six  times 
earnings,  Olinkraft  sells  at  nine  times.  J 
Call  Olinkraft  one  that  got  away.  ■  I 
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f  he  Next  Recession?  1978? 


lTTENtion  of  analysts  and  economists  is  concentrating  on 
/hether  the  Carter  fiscal  program  will  be  just  enough  to 
eep  the  country  moving  ahead.  Some  think  that  such 
timulation  is  not  necessary.  Others  say  it  is  just  right.  Still 
thers  insist  that  increased  federal  deficits  represent  too 
luch  additional  push. 

The  crowd  is  so  busy  debating  whether  1977  will  im- 
prove at  a  sustainable  pace  that  it  is  paying  scant  atten- 
ion  to  1978.  Even  at  this  early  stage,  however,  some  con- 
em  is  developing  about  next  year.  Most  projections  for 

978  still  look  pretty  good.  But  here  and  there  forecasters 
re  beginning  to  come  up  with  "alternate  scenarios"  that 
re  less  rosy. 

Data  Resources,  Inc.,  the  prestigious  econometric  model 
>uilder,  thinks  that  conditions  will  be  good  this  year  and 
gain  in  1978.  It  ascribes  a  60%  probability  to  this  likeli- 
lood.  But  it  does  attach  a  10%  possibility  to  recession  in 

979  if  1977  and  1978  turn  out  to  be  excessively  strong 
ears.  Other  possibilities  include  a  15%  chance  of  less  in- 
lation  and  better  growth,  and  a  15%  prospect  of  more  fil- 
iation and  less  growth.  Take  your  choice— but  keep  your 
•owder  dry. 

Guy  E.  Noyes,  senior  vice  president  and  economist  at 
.lorgan  Guaranty  Trust  Co.,  "can  see  nothing  on  the 
lorizon  at  this  time  which  should  prevent  1977  from  being 
year  of  substantial  growth  in  economic  activity  and  good 
;ains  in  profits."  But  he  is  avoiding  a  dogmatic  forecast- 
ng  position.  A  year  ago,  he  points  out,  the  patterns 
irojected  for  1976  called  for  everything  from  an  inflation- 
xy  boom  to  a  recession.  And  the  consensus,  while  project- 
ng  year-to-year  growth  in  real  gross  national  product  of 
omething  like  the  6%  that  actually  emerged,  provided  lit- 


tle comfort.  "Not  one  of  a  couple  of  dozen  projections 
that  I  tossed  in  a  cabinet  behind  my  desk,  in  either  the 
quarterly  pattern  of  projected  output  and  price  changes,  or 
in  the  accompanying  discussion,  describes  a  year  that  even 
remotely  resembles  the  kind  of  one  that  we  have  been 
through,"  he  explains.  In  other  words,  the  people  who 
happened  to  be  right  were  right  for,  in  most  cases,  the 
wrong  reasons. 

The  recovery  will  continue  to  gain  momentum  this  year, 
he  believes,  but  a  reaction  is  possible  to  the  "strong  second 
quarter— not  unlike  the  pattern  of  the  third  to  fourth  quar- 
ter of  1975  when  gains  in  real  GNP  dropped  from  11.4% 
to  3.3%  even  though  incomes  were  well-maintained  and 
the  recovery  was  generally  considered  to  be  progressing 
satisfactorily." 

A  more  serious  condition— stagflation— could  develop,  he 
warns,  if  a  massive  effort  to  conserve  energy  is  under- 
taken without  thoroughly  analyzing  the  consequences  of 
such  cutbacks  on  the  behavior  of  both  consumers  and 
businessmen. 

This  is  the  kind  of  unexpected  development  that  plays 
hell  with  forecasts  that  are  made  with  profound  logic.  The 
action  of  the  Organization  of  Petroleum  Exporting  Coun- 
tries in  1973  was  the  classic  example. 

Paul  A.  Volcker,  president  of  Federal  Reserve  Bank  of 
New  York,  lists  unemployment,  inflation,  potential  pressure 
on  capacity,  prolonged  large  deficits  and  possible  financ- 
ing difficulties  as  conceivable  roadblocks. 

Forecast  we  must,  because  business  and  investing  can- 
not be  carried  on  in  the  dark.  But  it's  equally  important 
to  treat  the  forecasts  as  tentative  things,  not  as  profound 
verities.  ■ 
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Deja  Vu 

By  Ben  Weberman 

". . .  It  should  not  be  difficult  for  the  Federal  Reserve 
to  accommodate  expanding  demands  for  credit 
without  actually  trying  to  curb  growth  . . ." 


ell,  here  I  go  again,  way  out  on 
a  limb.  Just  over  a  year  ago,  when 
the  prevailing  opinion  was  that  inter- 
est rates  were  going  up,  I  predicted 
they  were  going  down.  High-quality 
long-term  corporates  were  then  yield- 
ing 9%;  right  now  they  yield  around 
8.25%.  Not  too  bad,  as  forecasts  go. 

Maybe  I'm  pressing  my  luck  too 
far,  but  I  again  find  myself  in  dis- 
agreement with  the  consensus  view. 
The  consensus  is  that  short-term  in- 
terest rates  will  be  higher  by  2%  or 
more  by  Christmas  than  their  current 
4.63%  level,  that  long-term  bond 
yields  will  be  up  at  least  1%.  This 
pessimistic  forecast  has  been  strength- 
ened  by  the  bond  market's  weakness 
in  January. 

My  view  is  quite  different.  Short- 
term  interest  rates  should  not  vary 
much  from  current  levels  through 
most  of  the  year.  The  benchmark  fed- 
eral funds  that  are  now  trading  4.6% 
to  4.7%  under  tight  control  of  the 
Federal  Reserve  should  hold  within 
a  4.5%  to  5%  range  all  year. 

The  James  Bond  Issue 

As  for  long-term  rates,  far  from 
thinking  they  will  go  up,  I  believe 
they  will  decline  on  balance  over 
1977.  Long-term  Aaa-rated  Bell  Sys- 
tem debentures  that  are  trading  close 
to  8.25%  as  this  is  written  should  fall 
in  yield  to  7.5%  or  even  7.25%  well 
before  December.  The  new  Treasury 
7%%  James  Bond  (a  new  bond  issue 
so  called  because  it  is  due  in  '007, 
that  is,  2007)  was  marketed  on  Feb. 
4  to  yield  7.63%.  It  could  rise  enough 
in  price  by  year-end  to  trim  the  rate 
of  return  to  a  new  buyer  to  only  7%. 

If  the  bond  market  pessimists  are 
right,  this  is  the  time  to  go  into  short- 
term  money  market  instruments. 


My  scenario  is  quite  different.  It 
calls  for  investment  in  longer-maturity 
issues  at  current  prices  and  yield. 
When  yields  are  declining,  the  best 
policy  is  to  nail  down  as  much  as  pos- 
sible of  whatever  is  being  offered. 
That  way  an  investor  continues  to  re- 
ceive the  higher  yield  that  prevailed 
when  the  purchase  was  first  made. 
Furthermore,  there  is  potential  for 
capital  appreciation.  The  7%s  of  '007, 
for  example,  would  rise  in  price  to 
more  than  107  if  the  yield  on  long- 
term  Treasuries  were  to  fall  to  7%  by 
the  end  of  this  year. 

Don't  conclude  from  the  above  that 
the  end  of  1977  will  be  the  time  to 
get  out  of  long-term  bonds.  That  de- 
pends on  1978,  which  is  too  far  away 
to  predict,  but  the  course  of  the  econ- 
omy and  of  the  financial  markets 
seems  fairly  clear  at  this  point  for  the 
rest  of  the  year.  The  economy  is  going 
to  continue  to  expand  throughout  the 
year.  Whether  the  gains  will  continue 
into  1978  or  if  there  will  be  another 
slowdown  is  not  yet  visible.  The  1977 
performance,  however,  will  be 
achieved  without  a  substantial  accel- 
eration in  inflation. 

A  lot  of  people  are  pessimistic  be- 
cause they  think  that  businessmen  will 
be  raising  prices  indiscriminately,  es- 
pecially during  the  second  half  of  this 
year,  because  of  the  increasing  utili- 
zation of  men  and  machinery.  But  is 
this  really  likely  to  happen?  A  glance 
at  the  data  available  on  industrial  ca- 
pacity suggests  that  there  won't  be 
a  real  squeeze  on  capacity  until  late 
1978— and  that  only  if  consumption 
grows  this  year  and  next  at  a  sus- 
tained 5%  rate  and  if  foreign  produc- 
ers do  not  rush  in  to  fill  the  breech. 
There  is  just  too  much  industrial  ca- 
pacity around  to  permit  big,  wide- 
spread price  increases. 

Given  this  setting,  it  should  not  be 
difficult  for  the  Federal  Reserve  to 
accommodate  expanding  demands  for 
credit  without  actually  trying  to  curb 
growth.  The  central  bank  certainly 


won't  want  to  stimulate  expansion. 
But  it  need  not  hold  it  back,  either. 

This  means  that  the  very  basic  fed- 
eral funds  rate— the  price  that  banks 
charge  other  banks  for  unused  cash- 
should  remain  close  to  the  current 
4.6%-to-4.7%  range.  In  fact,  it  woul4 
not  be  surprising  if  the  rate  were  to 
fall  to  4.5%  between  now  and  mid- 
April.  Loan  demand  is  still  sluggish. 
The  big  money-center  banks  and  the 
larger  regional  banks  all  argue  thai 
there  is  no  sign  of  a  pickup  yet  in 
loan  demand.  This  will  keep  pressure^ 
on  the  bank  prime  rate  and  on  the 
rate  that  is  charged  for  the  federal 
funds  overnight  loans  between  banks. 

No  Money  Squeeze 

By  late  March,  a  pickup  in  credit 
demand  should  become  visible. 
Short-term  rates  should  firm  up.  But 
the  Fed's  posture  of  accommodation 
will  be  such  that  rates  will  not  climb 
far.  As  the  year  goes  on,  the  supply 
of  short-term  money  should  be  in  good 
balance  with  the  need  for  short-term 
financing,  holding  the  rate  close  tq 
where  it  is  now. 

The  volume  of  long-term  bonds,  in- 
cluding Treasury  issues,  federal  agen-. 
cy  offerings  and  corporate  securities, 
should  be  much  less  burdensome  than! 
anticipated  by  many  market  profes- 
sionals. Their  mistake  has  been  to  fo-J 
cus  on  the  $15  billion  or  so  increase1 
in  Treasury  financing  this  year  oveii 
1976,  and  on  expansion  of  mortgage, 
demand.  They  have  overlooked  the 
significance  of  the  continuing  build- 
up in  corporate  cash,  in  Federal  Re- 
serve purchase  of  Treasuries  and  in  a 
continued  high  supply  of  funds  from 
other  sources.  In  short,  there  is  little 
prospect  of  a  money  squeeze— eitheri 
from  the  Fed  or  from  demand  foe 
borrowed  money.  Therefore,  long] 
term  interest  rates  will  be  influenced 
more  by  the  rate  of  inflation  than  b4 
immediate  market  forces,  and  the  rata 
of  inflation  promises  to  remain  rel- 
atively moderate.  ■ 
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Our  high  performance  model 


Today,  the  serious 
investor  looks  for  a 
company  that  sells 
proven,  profitable 
products  to  basic 
industries. 

That's  why  we  think  you'll 
be  interested  in  Unarco 
Industries. 

The  lion's  share  of  our 
revenue  and  earnings 
comes  from  the  production 
of  steel  tubing,  a  product 
so  basic  that  it  appears 
in  everything  from 
modern  furniture  to 
passenger  cars  and  trucks. 

And  while  one  of  our 
divisions  makes  steel 


tubing,  others  use  steel 
tubing  to  manufacture 
finished  products  for  a 
wide  range  of  markets. 
For  example,  our  Unarco 
Commercial  Products 
Division  invented  and 
manufactures 
supermarket  shopping 
carts,  an  essential  link 
in  our  national  food 
distribution  network. 
And  our  Unarco-Rohn 
Division  is  one  of  the 
nation's  leading  manu- 
facturers of  towers  for 
communications  systems, 
including  rapidly  growing 
Citizen's  Band  radio. 

The  markets  for  these 


Unarco  Industries 
products  are  growing 
basic  industries  like  food 
and  communications. 

That's  another  reason  why 
we  at  Unarco  Industries 
look  forward  to  the  future 
with  such  confidence. 

And  it's  another  reason 
why  the  serious  investor 
should  take  a  careful 
look  at  us. 

For  our  latest  financial 
report,  write  Unarco 
Industries,  332  South 
Michigan  Avenue, 
Chicago,  Illinois  60604. 
Or  call  (312)  341-1234. 


Unarco  Industries 

Making  the  most  of  steel. 
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The  Honeymoon  Is  Over 


By  Heinz  H.  Biel 


■  resident  Carter's  isn't  the  first  hon- 
eymoon that  was  spoiled  by  bad 
weather.  I  am  sure  that,  mentally,  he 
was  well  prepared  for  all  sorts  of 
crises  and  calamities,  but  who  could 
have  thought  of  the  weather?  A  vir- 
tually unparalleled  deep  freeze  in  the 
East  and  a  drought  in  the  West.  The 
reverberations  go  far  beyond  the  im- 
mediate effects,  such  as  declaring 
various  parts  of  the  country  disaster 
areas  or  temporary  mass  layoffs.  They 
also  go  beyond  the  probability  of 
higher  prices  for  food,  natural  gas 
and,  presumably,  oil. 

What  I  am  afraid  of  is  something 
else.  It  is  Mr.  Carter's  conviction,  ob- 
viously affirmed  by  the  weather,  that 
our  economy  needs  drastic  stimula- 
tion to  get  going  again.  He  is  propos- 
ing to  spend  some  $30  billion  of  fed- 
eral printing  press  money  for  that 
purpose,  an  amount  about  equal  to  a 
year's  budget  in  the  days  of  FDR's 
New  Deal. 

It  is  my  opinion  that  the  haphazard 
spending  of  such  vast  amounts  of 
money— like  giving  50  bucks  to  every 
man,  woman  and  child  in  this  coun- 
try—carries with  it  the  seeds  of  more 
inflation,  particularly  since  this  coun- 
try is  not  in  a  recession  now.  Carter's 
preoccupation  with  unemployment  is 
understandable.  It  was,  after  all,  one 
of  his  main  campaign  ploys.  While  he 
pays  lip  service  in  the  fight  against  in- 
flation, he  fails  to  see  that  this  is  ene- 
my number  one. 

Even  before  the  election,  evidence 
began  to  accumulate  that  the  "pause" 
that  had  slowed  the  pace  of  our  re- 
covery to  an  almost  imperceptible 
crawl  was  coming  to  an  end.  Well,  it 
did  come  to  an  end,  and  there  are 
plenty  of  business  statistics  to  prove 
it.  The  fact  is  that  stimulation  is  not 

Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 


" . . .  The  stock  market,  it  seems,  shares  my  doubts  about 
the  wisdom  of  our  new  President's  economic  policies  . . ." 


called  for  at  this  time.  Furthermore, 
no  economist  can  say  with  even  a 
modest  degree  of  certainty  that  the 
spending  of  large  amounts  of  money 
will  materially  reduce  unemployment. 

There  is  a  tendency  in  our  coun- 
try—and perhaps  elsewhere  too— to  un- 
derestimate our  own  capacity  and  to 
give  inadequate  credit  to  our  accom- 
plishments. For  instance,  in  a  period 
which  included  all  sorts  of  adversities, 
employment  in  this  country  rose  from 
72.9  million  in  1966  to  88.4  million 
ten  years  later,  an  increase  of  21%,  or 
more  than  twice  the  population  in- 
crease of  10%.  Need  more  be  said? 

The  stock  market,  it  seems,  shares 
my  doubts  about  the  wisdom  of  our 
new  President's  economic  policies.  It 
remembers  only  too  well  that  awful 
year  of  1974,  when  U.S.  inflation  rose 
to  two  digits  and  the  Dow  plunged 
to  a  low  of  577. 

Consistency  Needed 

Actually,  I  wonder  whether  my  use 
of  the  word  "market"  is  correct. 
"Some  averages"  or  "certain  stock 
groups"  might  be  more  accurate  terms 
for  describing  what  is  going  on,  be- 
cause investors  haven't  been  doing 
badly  at  all  so  far  this  year,  provided 
they  did  not  own  too  many  of  the 
wrong  stocks.  But  what  can  one  say 
when  General  Motors,  whose  sales 
now  run  at  a  billion -dollar-a- week 
clip,  reports  record  earnings  of  over 
$10  a  share,  and  gets  as  a  reward 
a  selloff  of  a  handful  of  points?  Or 
poor  Sears.  Trying  to  polish  up  its 
former  luster,  it  raised  the  dividend 
and  proposed  a  stock  split.  It  didn't 
help.  The  stock  is  still  flirting  with  its 
1976  low,  about  50%  below  its  high 
of  four  years  ago.  More  and  more  cor- 
porate managements  wonder  what 
they  can  possibly  do  to  gain  the  af- 
fection of  the  stock  market. 

One  answer,  it  would  seem  to  me, 
is  consistency  in  performance  and 
image-building.  I  cannot  think  of  a 


better  example  than  Mobil  Corpi 
which  has  a  most  unusual  and  ut  ! 
mirable  record  of  16  consecutive  yeail 
of  dividend  increases  supported  by  a  j 
above-average  earnings  growth.  Bv| 
Mobil  also  has  made  a  tremendoilH 
effort  to  create  a  favorable  image  fql 
itself,  as  something  more  than  a  dii II 
penser  of  oil  and  gas. 

Mobil's     editorial- type  advertise 
ments  are  exceptionally  well  writtdl 
Even  though  some  may  think  theil 
controversial  and  partisan,  they  exdl 
in  clarity  and  logic.  The  company! 
sponsorship  of  the  sort  of  quality  telfll 
vision  programs  that  the  commercial 
stations  don't  often  provide  has  beejl 
on  such   a  large  scale  that  Publij 
Broadcasting  Service  (PBS)  has  bfil 
come  affectionately  known  as  the  Pal 
troleum  Broadcasting  System.  Its  irr 
age-building  has  been  discreet  an 
unobtrusive  but  very  effective,  sue 
as  making  it  possible  for  some  mj 
seums  to  have  one  day  a  week  withoi 
admission.  It  is  things  like  that  whic 
make  Mobil  stand  out  among  its  si 
sisters  (i.e.,  the  other  major  interns 
tional  oil  companies). 

I  don't  know  whether  Mobil  is  real 
ly  something  more  than  just  a  hug 
money-making  machine.  The  imagj 
could  just  be  a  facade.  But  does  I 
really  matter?  If  it  helps  to  enhanq 
the  loyalty  of  its  customers  as  well  a 
its  shareholders,  the  effort  is  \vorth| 
while  and  probably  relatively  cheap. 

Among  the  major  oils,  I  have  fa 
vored  Mobil  for  many  years.  I  evffl 
went  so  far  as  to  suggest  (Forbe^ 
Sept.  1,  1973)  a  switch  from  Phillip! 
Petroleum,  the  North  Sea  oil  glamou 
stock,  into  Mobil.  It  didn't  work  o« 
so  well  at  first,  but  then  became  pro| 
itable,  especially  considering  Mobiffl 
much  larger  dividend  payments. 

Preliminary  1977  estimates  call  fo 
earnings  of  $9.50  to  $10  a  share.  Til 
current  dividend  rate  of  $3.80  pr| 
vides  a  return  of  nearly  6%  at  the  cm 
rent  price  of  64.  ■ 
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Gotaas-Larsen  Shipping  Corporation 

a  wholly  owned  subsidiary  of  IU  International  Corporation 


Financing  for 
two  liquefied  natural  gas  carriers 

$105,000,000  provided  by: 

Morgan  Guaranty  Trust  Company  of  New  York,  Agent 
Continental  Bank 

Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago 

Chemical  Bank 
The  Bank  of  Nova  Scotia  International  Limited 
The  Chase  Manhattan  Bank,  N.A. 
Girard  Trust  Bank 
The  Royal  Bank  of  Canada  (Channel  Islands)  Limited 

N.Kr.  184,000,000  provided  by: 
A/S  Laaneinstituttet  Skipsbyggeriene 


This  announcement  appears  as  a  matter  of  record  only. 


Money  And  Investments 


Commodity 


! 


I 


A  Girl's 

Second-Best  Friend 

By  Stanley  W.  An  grist 

". . .  Platinum  prices  tend  to  move 
with  the  Soviet's  grain  crops  . . ." 


f  diamonds  are  a  girl's  best  friend, 
then  platinum  must  surely  be  at  least 
a  pretty  good  buddy— since  the  em- 
erald cuts  and  yellow  brilliants  are  al- 
most invariably  set  in  a  platinum 
mounting.  Unlike  the  diamond  futures 
market,  which  existed  for  several 
months  a  few  years  ago  and  then 
went  belly  up,  platinum  has  been  suc- 
cessfully traded  for  years  at  the  New 
York  Mercantile  Exchange.  (The  dia- 
mond futures  market  went  under  be- 
cause buyers  and  sellers  could  not 
agree  on  which  stones  would  meet 
the  delivery  requirements  of  the  con- 
tract—that is,  they  are  not  fungible.) 

Though  not  used  by  the  ton  (or 
even  the  bushel),  and  in  spite  of  a 
relatively  poor  second  half,  U.S.  con- 
sumption of  platinum-group  metals 
(which  include  palladium,  iridium, 
osmium,  rhodium  and  ruthenium) 
rose  about  30%  in  1976  to  1.7  million 
ounces  out  of  a  total  world  produc- 
tion of  5.9  million  ounces.  Half  of 
this  total  went  into  automotive  cat- 
alytic converters  used  to  clean  up  en- 
gine emissions.  (A  catalyst,  in  case 
you  have  forgotten  your  high  school 
chemistry,  is  a  substance  that  pro- 
motes a  chemical  reaction  without  be- 
ing consumed  in  the  process. ) 

In  addition  to  its  use  in  catalytic 
converters,  platinum  is  used  widely  in 
the  chemical,  electrical  and  glass  in- 
dustries. It  is  also  used  in  dentistry 
and  medicine  and,  of  course,  in  jew- 
elry. Though  it  may  be  the  most  ob- 
vious use  of  platinum,  jewelry  and 
ornamentation  absorb  less  than  3% 
of  the  total  consumption  in  this  coun- 
try. Given  this  broad  spectrum  of  use 
it  should  come  as  no  surprise  to  see 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commoditu  \ 


platinum's  futures  rise  and  fall  with 
general  economic  trends.  And  now 
that  it  is  used  in  the  catalytic  con- 
verter of  every  car  made  in  the  U.S., 
the  platinum  futures  market  can  be 
used  as  an  indirect,  but  highly  lev- 
eraged, way  of  playing  the  fortunes 
of  the  automotive  industry. 

The  U.S.  produces  a  negligible 
amount  of  platinum— somewhere 
around  16,000  ounces— and  most  of 
that  comes  as  a  by-product  of  copper 
and  gold  mining.  Essentially,  we  im- 
port what  we  use.  Most  of  the  pri- 
mary mining  of  platinum  is  restricted 
to  South  Africa  and  the  Soviet  Un- 
ion, with  the  former  producing  about 
70%  of  the  world's  supply. 

Platinum  prices  tend  to  move  with 
the  Soviet's  grain  crops.  Poor  crops, 
relatively  cheap  platinum;  good  crops, 
dear  platinum.  This  peculiar  rela- 
tionship is  explained  by  the  fact  that 
if  the  Soviets  need  to  buy  grain,  they 
must  have  hard  currency  and  thus 
they  sell  platinum.  (The  Soviets  pro- 
duce far  more  platinum  than  they 
need,  as  they  have  neither  a  chemi- 
cal industry  as  large  as  ours  nor  an 
Environmental  Protection  Agency. ) 

Playing  Platinum 

The  case  for  rising  platinum  prices 
this  year  rests  on  the  following  facts 
and  (alas)  assumptions:  1)  The  So- 
viets had  an  excellent  harvest;  ergo, 
they  won't  be  selling  much  platinum 
to  raise  dollars.  2)  Automotive  sales 
are  relatively  strong  (in  December 
they  were  up  15% )  and  some  observers 
believe  Detroit  could  have  its  best 
year  ever.  3)  Generally,  the  economy 
seems  to  be  acting  more  robustly, 
which  means  there  will  be  demand  for 
platinum  from  other  industrial  sectors. 
4)  If  inflationary  tendencies  in  the 
economy  should  pick  up,  this  would 
certainly  have  a  tendency  to  strength- 
en all  precious  metals.  5)  Platinum 
prices  are  sensitive  to  political  con- 


ditions in  South  Africa;  further  u 
rest  there  would  have  a  tendency 
reduce  platinum  production. 

Considering  these  factors,  I  belie 
the  case  for  higher  platinum  prices 
a  good  one. 

Platinum  is  a  volatile  commodil 
In  the  last  ten  years  platinum  h 
experienced  two  very  strong  move^ 
the  first  came  in  late  1967  and  19(1 
when  everybody  and  his  dog  boug 
silver  in  a  speculative  binge  that  do 
bled  its  price  for  a  few  months  ai 
took  platinum  with  it.  (That  run-i 
in  silver  prices  is  estimated  to  ha 
cost  newcomers  to  the  commodit: 
market  somewhere  around  $1  billi 
and  elicited  untold  thousands  of  vc 
to  avoid  commodities  in  the  futun 

At  that  time  platinum  reach 
$300  per  ounce,  starting  from  a  bs 
price  of  $160.  By  1971  platinum  h 
declined  to  $100  an  ounce.  In  19 
it  ran  up  to  $290  while  silver  w 
reaching  over  $6  per  ounce.  Tt 
great  leap  forward  was  attributed 
general  inflationary  fears  and  the  \ 
alization  that  Detroit  was  going  ! 
need  quite  a  bit  of  platinum  to  oi 
fit  all  those  catalytic  converters.  ' 
dropped  back  to  $140  in  1975  ai 
1976.  As  you  can  see,  there  is  no! 
ing  dull  about  platinum  trading. 

However,  given  the  five  bullish  f? 
tors  mentioned  above,  a  long  positi) 
in  July  platinum  with  a  stop-loss 
der  around  $151  per  ounce  seems 
reasonable  speculation.  Margin  on 
platinum  contract  is  $750,  with 
round-turn  commission  of  $50. 

One  last  point— if  for  some  reaa 
you  should  want  to  take  delivery 
your  platinum  futures  contract,  it 
not  a  great  chore.  The  contract 
for  50  troy  ounces— generally  in  i 
form  of  a  single  bar— which  you  a 
easily  slip  into  your  pocket.  Try  ( 
ing  that  with  the  shell  egg  contrac 
22,500  dozen— all  guaranteed  fresh 
delivery.  ■ 
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Jtock  Market  Investors: 


an  You 
Identify  this 
Picture? 


At  first  glance,  it  may  look  like  the 
ice  chart  of  a  stock  (the  kind  that's  a  lot  of  fun  to 
ami).  But  actually  this  picture  shows  the  remarkable 
owth  in  the  number  of  regular  subscribers — not 
>unting  thousands  of  trial  subscribers — to 
ie  Value  Line  Investment  Survey. 

Our  advertisements — like  the  one 
>u're  reading  now — primarily  bring  us  short-term 
ial  subscribers.  Obviously,  these  people  do  not 
scome  regular  subscribers  like  the  ones  shown  on 
lis  chart  unless  they  like  what  they  see  in  their  trial 
'  The  Value  Line  Survey  .  .  .  unless  they  believe  it  will 
ilp  them  achieve  worthwhile  tangible  rewards. 

So  the  picture  above  represents,  we 
link,  an  extraordinary  "vote  of  confidence"  in  Value 
ne  .  .  .  and  may  have  important  meaning  for  you  if 
>u  are  a  serious  investor. 

[EEP  a  Valuable  Bonus 

or  making  this  test.  Natural  we'd 

<e  YOU  to  be  part  of  this  picture.  But  first,  without 
iy  risk,  we'd  like  you  to  test  The  Value  Line  Survey 
jainst  any  other  investment  service  you  have  ever 
;ed  or  seen. 

If  Value  Line  doesn't  win  the  test  hands 
)wn,  simply  return  the  material  we  have  sent  you, 
lytime  within  a  month,  for  a  full  refund.  But  KEEP 
ie  valuable  64-page  book.  Investing  in  Common 
tocks,  just  for  taking  part  in  the  test, 
su  will  receive: 

1.  SUMMARY  OF  ADVICES  •  Every  week— for 
\CH  of  1600  stocks  under  continuous  review  by  Value 
ne — this  24-page  section  shows  the  current  ratings/ 
easurements  for  Price  Performance,  Safety.  Yield. 
)ng-Term  Appreciation,  P/E  Ratio,  Beta  .  .  .  plus  earn- 
gs  and  dividend  data,  past  actual  and  future  estimated 

2.  INVESTORS  REFERENCE  SERVICE  •  This 
000  page  set  (available  separately  for  $45)  comes  to 
>u  as  a  BONUS  and  gives  you  our  latest  full-page 
sports  on  each  of  1600  stocks — fully  indexed  and 
ose-leaf  bound  for  immediate  reference  .  .  and  sys- 
matically  updated  by  new  Reports  in  the  weeks  ahead 


►100,000  in  cash  prizes  .  .  .  win  be 

varded  in  Value  Line's  coming  Stock  Market  Contest 
o  risk  and  no  obligation  to  subscribe.  For  full  informa- 
>n,  just  send  us  a  postcard  with  your  name  and  address 
nly  one  entry  per  household)  to:  Contest  Editor,  P  0 
ax  5131,  New  York.  N  Y.  10017  Please  allow  6-8 
eeks  for  acknowledgment. 
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3.  RATINGS  &  REPORTS  •  Every  week  you  re 
ceive  new  full-page  Reports  on  about  125  stocks,  which 
update  and  replace  the  corresponding  Reports  in  your 
Reference  Service.  During  a  1  3-week  cycle,  new  reports 
like  this  are  issued  on  all  1600  stocks  The  Reports 
include  price/volume  charts  and  22  series  of  vital  statis- 
tics going  back  15  years  and  estimated  3  to  5  years 
ahead. 

4.  SELECTION  &  OPINION  •  Every  week  this 
12-page  section  presents  Value  Line's  view  of  the  Busi- 
ness Prospect,  Stock  Market,  and  Advisable  Investment 
Strategy       plus  Stock  Selections 

5.  INVESTING  IN  COMMON  STOCKS  •  This 
little  "classic"  by  Arnold  Bernhard,  Value  Line's  founder 
and  research  chief,  reveals  methods  of  stock  evaluation 
and  portfolio  management  that  took  decades  to  develop 
This  64-page  book  is  YOURS  TO  KEEP  no  matter  what 
you  decide  about  the  Value  Line  Survey 

Special  Invitation  .  .  .  You  are  in- 
vited to  receive  the  complete  Value  Line  Investment 
Survey  (with  30-day  money-back  guarantee)  for  the  next 
10  weeks  for  only  $29 — about  half  the  regular  rate — 
providing  no  member  of  your  household  has  had  a  Value 
Line  subscription  in  the  last  two  years  Fill  in  and  mail  the 
coupon  today 

I  1 

Please  send  me  the  Value  Line  Survey  as  checked  below.  I 

keep  the  64-page  bonus  book.  Investing  in  Common  Stocks. 
even  if  I  return  the  other  material  under  your  30-day 
money-back  guarantee.  I  enclose  payment. 

□  10-week  introductory  trial  for  $29.  (Limited  once  to 
any  household  every  two  years.)  My  check  or 
money  order  is  enclosed.  (Trial  subscriptions  must 
be  accompanied  by  payment.)  416S01 

□  52-week  regular  subscription  for  $285. 

Name  


Address . 
City  


.State. 


.Zip. 


Subscription  tax  deductible  and  non  assignable  (NY  residents  please  add 
applicable  sales  tax.) 

The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO   INC  •  5  EAST  44th  STREET  •  NEW  YORK  N  Y  10017 


Good news 

for  American  business: 

Today's  young  men  are 

no  longer  committed 
to  poverty. 


DAWSON  WALLACE, 

SENIOR  SALES  REPRESENTATIVE 

XEROX  CORPORATION. 


ou  remember  how  it  was.  In  the  60s.  Long  hair, 
faded  jeans  and  two  for  the  road  on  a  stripped- 
down  bike.  Or  two  dozen  for  light  housekeeping 
crowded  van. 

I  didn't  worry  about  the  grass  being  greener  as 
I  as  there  was  enough  of  it  and  it  wasn't  too 
ensive. 

;y  didn't  worry  about  how  good  or  bad  TV  was, 
ause  they  had  a  guitar  (always  a  guitar). 

?y  didn't  get  caught  up  in  the  headlines  of  the  day, 
because  they  didn't  read  the  media  of  the  day. 

What  they  were  caught  up  in,  of  course,  was 
their  own  thing. 

Which  meant  renouncing  nearly 
everything  material.  Some  hell  of  a 
market,  huh? 

AS  THEY  SAY,  TIMES  CHANGE. 

Which  brings  us  to  Dawson  Wallace.  If 
the  60's  left  an  imprint,  and  they  did,  the 
group  most  deeply  imprinted  is  Dawson 
Wallace's  group. 

These  life-embracing  young 
adults  have  kept  the  best  of 
the  60's,  leavened  it  with 
their  own  maturity  and 
invented  a  whole  new  thing 
for  the  70s. 

g  hair.  Now  stylishly  long.  Moving  toward  short. 

ed  jeans.  Now  pre-faded  and  with  a  designer 
be  at  $40  a  pair. 

ither  boots.  Soft  leather  boots. 

vson  Wallace  cooks  dinner  for  friends,  even 
igh  he  grew  up  in  a  home  where  "the  women  do 
cooking." 

doesn't  worrv  about  the  future  because  "that's 


tomorrow,  and  it's  not  worth  a  cent  today."  He's  very 
much  focused  into  today  and  what  he  can  do  for 
himself  today.  Tomorrow's  for  tomorrow. 
What  Dawson  Wallace  (and  a  whole  generation  of 
young  men  like  him)  is  doing  is  expressing  himself  to 
the  world.  Without  denying  himself  the  world. 

SPENDING  AS  A 
FORM  OF  FORCED  SAVING. 

That  concept  would  hardly  bring  a  nod  of  approval 
from  our  forefathers.  Or  our  fathers.  Or  ourselves, 
for  that  matter. 

But  it's  a  philosophy  Dawson  Wallace  and  millions  of 
his  colleagues  live  by. 

Listen  to  a  few  of  them. 

"I  figure  if  I  buy  it,  IH  find  a  way  to  pay  for  it.  So  I 
buy  it." 

"I'm  very  price  conscious.  I  stay  away  from  cheap." 
"To  me  a  travel  bargain  is  someplace  the  old  folks 
don't  go.  I'm  willing  to  pay  a  lot  for  that." 
"I  made  a  lot  of  money  last  year,  but  somehow  I  spent 
a  thousand  dollars  more  than  I  made." 

BULLISHNESS  WITHOUT  THE  BULL 

This  is  a  vital,  exciting,  spending  group  of  young 
men. 

We  know.  We're  in  touch  with  them  like  no  other 
magazine.  They  devour  our  magazine  like  a  catalog. 

Everything  they  tell  us,  everything  they  do, 
indicates  they  may  well  be  the  most  vibrant  group  of 
prospects  American  business  has  been  blessed  with 
since  the  post- World  War  II  generation. 

And  you  can  reach  more  of  this  market,  and  the  total 
male  market,  in  PLAYBOY  than  in  any  other  men's 
magazine,  newsweekly  or  sportsweekly. 

Because  we  reach  13,621,000  men  every  month. 

In  fact,  in  many  ways  we  are  the  market. 

The  Playboy  reader. 
His  lust  is  for  life. 


Audience  data:  TGI.  Fall  n>76.  -  1977.  Playboy. 


WORK  IN  THE 
PARK  INSTEAD 
OF  THE  JUNGLE. 


Considering  getting  away  from  the  problems 
associated  with  many  traditional  business  and 
industrial  locations?  Here's  something  to  consider. 

The  office/industrial  park  at  Miami  Lakes,  Ra. 

A  few  minutes  from  Miami  Intl  Airport, 
between  Dace  and  Broward  Counties,  right  next 
to  the  largest  labor  force  in  South  Florida.  An 
established  community,  widely  regarded  as  one 
of  the  most  beautiful  and  carefully  planned  in  the 
Sun  Belt  Over  50  companies,  including  branches 
of  major  corporations,  call  Miami  Lakes  home. 

For  a  brochure  call  or  write  David  Van  Daam. 

MIAMI  I  LAKES 

14340  N.W.  60  Ave.,  Miami  Lakes,  Ra.  33014. 
(305)821-1130. 

Miami  Lakes  Properties,  Inc 
Registered  Real  Estate  Broker 


phelps 
dodge 

166th  CONSECUTIVE 
QUARTERLY  DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  quarterly  dividend 
of  55?  per  share  on  its  capital 
stock  payable  March  10,  1977 
to  stockholders  of  record  at  the 
close  of  business  on  February 
18,  1977. 

ROGER  C.  SMITH. 
Vice  President-Finance 
and  Treasurer 

New  York,  N.  Y. 
February  2,  1977 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  V2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00.  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES.  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Box  29119,  Dept.  FOR 
Dallas,  Teias  75229  Ph.  (214)  243-4253 

Call  toll  free  800-527-2654  eitept  from  Teias 


REAL  ESTATE  WANTED 

I  want  to  buy  office  buildings,  apartments, 
shopping  &  industrial  centers  and  more— al- 
ready heavily  depreciated.  (Your  capital  gains 
can  be  tax  sheltered).  Send  me  your  offer  .  .  . 
Mr.  R.  Bernard  (of  N.Y.  and  Calif.) 
1397  New  Scotland  Rd. 
Slingerlands,  N.Y.  12159 
(tele:  518-439-4976) 


Money  And  Investments 


Stock  Trei 


i 


recommend  the  purchase  of  Sony 
(SNE,  selling  at  9,  with  1977  esti- 
mated earnings  per  share  of  65  cents) 
because  of  the  favorable  potential  of 
its  Betamax  videotape  recorder.  The 
VTR  permits  television  programs  to 
be  recorded  off  a  normal  television 
set  and  played  back  the  same  way 
whenever  desired.  Priced  near  $1,000, 
the  machine  is  now  affordable  by 
many  families.  In  relation  to  the  av- 
erage disposable  family  income,  the 
price  of  a  VTR  unit  offers  a  larger 
market  than  that  open  to  color  TV 
during  its  strongest  growth  years. 

Sony  is  likely  to  dominate  the  VTR 
field  in  the  U.S.  for  two  reasons:  It 
is  the  world  leader  in  tape  technol- 
ogy, the  key  to  the  VTR;  and  it  has 
arranged  for  Zenith,  the  largest  U.S. 
tele\ision  manufacturer,  to  distribute 
its  Betamax  VTR  product.  Sony  is 
presendy  producing  the  Betamax  at 
full  capacity  and  has  cut  back  ad- 
vertising the  machine  on  TV  to  avoid 
generating  demand  it  could  not  meet. 
It  is  attempting  to  increase  capacity 
as  rapidly  as  possible. 

There  is  the  possibility  of  the  price 
of  Sony  stock  in  the  U.S.  going  to  a 
premium  above  its  Tokyo  price.  Under 
current  Japanese  law,  no  more  than 
47%  of  the  stock  may  be  owned  by 
non-Japanese.  As  of  the  latest  report, 
foreign  investors  own  approximately 
43%  of  Sony  stock,  so  any  significant 
buying  might  create  a  premium. 

Price  Rise  Beneficiary 

The  prices  of  commodities  have  ris- 
en in  recent  weeks,  with  many  com- 
modity indexes  surpassing  their  July 
1976  highs.  I  expect  commodity  in- 
flation to  continue  through  1977  and 
1978.  One  company  is  a  prime  bene- 
ficiary of  such  price  increases  with- 

Mr.  Hoey  is  a  vice  president  and  invest- 
ment strategist  at  Bache  Hahey  Stuart. 


Five  To  Buy 


By  Richard  B.  Hoey 


out   being  vulnerable  to  the 
problems  of  expropriation  of  res* 
environmental  costs,  mining  cos 
creases  and  the  risks  of  "volurj 
price  controls. 

Engelhard  Minerals  6-  Chen 
(ENG,  34,  $4.10  diluted  estin 
1977  earnings)  is  the  world's  lei 
marketer  of  industrial  raw  matfj 
acting  as  a  middleman  between] 
ducers  and  industrial  customers 
worldwide  basis.  From  1971  to 


sales  have  grown  from  $1.6  billii 
$6.5  billion,  while  earnings  perl 
have  grown  from  $1  diluted  to  J 
diluted.  Dividends  have  been 
creased  from  40  cents  per  share 
current  indicated  rate  of  $1.20. 


. .  One  company  is  a  pril 
beneficiary  of  the  com- 
modity inflation  I  expect 
to  continue  through  78 . 


Engelhard  is  a  beneficiary  oi 
trend  toward  nationalism  in  u: 
developed  countries.  After  these  1 
tries  wrest  control  of  their  natun 
sources  from  major  multinational  J 
panics  they  turn  to  Engelhard  tol 
them  develop  new  marketing  < 
nels.  This  has  happened  in  oil, 
Engelhard's  business  has  gro 
idly  since  major  oil  compam 
control  of  their  reserves  in  m 
eign  countries. 

Profits  tend  to  lag  behind  ordi 
six  months  to  nine  months.  Thus) 
gelhard's  quarterly  earnings  com 
sons  versus  1976's  should  be  flat; 
ing  the  first  two  quarters  of  197! 
then  should  accelerate  in  late 
and  1978. 

American  District  Telegraph  (i 
25,  $2.70),  the  dominant  eompaj 
fering  central  station  alarm  sei 
protect  buildings  against  the! 
fire,  is  a  buy.  The  earnings 
rate  should  accelerate  from 
15%  over  the  next  several  ye; 
company  has  made  cosdy  inves 
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oniate  its  central  stations  and 
re  its  transmission  methods,  and 
hould  benefit  both  operating 
;iid  earnings  beginning  in  1978. 
;e  central  station  alarm  service 
irded  as  a  necessity  by  many 
sses,  American  District  Tele- 
is  able  to  show  steady  gains 
enues  and  earnings.  This  is  a 
uality  company  that  should  re- 
greater  investment  recognition 
le  next  two  years. 

i  Demand 

ma  (AXO,  17,  S1.50)  is  a  de- 
\  chemical  stock  currently  yield- 
iout  7%  on  its  $1.20  dividend, 
gs  averaged  $2.38  per  share  in 
through  1974,  but  dropped  to 
ts  in  1975  and  45  cents  in  1976. 
he  company  has  paid,  but  has 
rned,  its  dividend  for  the  last 
;ars.  However,  earnings  should 
r  in  both  1977  and  1978  in  re- 
to  a  strengthening  in  the  mar- 
synthetic  fiber,  which  has  been 
y  depressed.  Earnings  in  1977 
be  about  $1.50  a  share,  with 
gains   to   perhaps   $2.50  in 
Synthetic   fiber  demand  and 
should  be  strengthened  in  1977 
continued  growth  in  the  econ- 
nd  the  sharp  decline  in  the  in- 
ies   of   cotton,    a  competitive 
al.  The  company's  Internation- 
subsidiary  should  have  a  good 
s  demand  for  highway  salt  is 

of  my  favorite  closed-end  funds 
Continental  Corp.    (20),  now 

at  about  an  18%  discount  to 
et  value.  Tri-Continental  holds 
■reified  portfolio  of  over  100 
(worth  over  $600  million.  The 
size  means  that  management 
id  other  expenses  amount  to 
jout  0.4%  of  total  assets, 
i  should  never  buy  any  fund 
m  getting  an  annual  or  quarter- 
brt  and  looking  through  the 
to.  Read  the  footnotes  care- 
Some  closed-end  funds  sell  at 
)served  discounts  because  some 
r  investments  are  unmarketable 
|Wy   illiquid.  Tri-Continental's 

o  consists  primarily  of  major 

zed  companies  and  it  does  not 
pis  problem.  The  allocation  of 
Itfolio  is,  however,  heavy  on 
bl  stocks  (11%  of  the  portfolio) 
Iht  on  utilities  (under  4%  of  the 
lo).  It  is  a  reasonably  balanced 
lo  and  I  recommend  purchase 

tock.  ■ 


What  your  home  could 
have  in  common  with  the  Met, 
thelate,  and  the  Louvre. 

Beautiful,  original  works  by  artists  who  are  represented  in  the  world's 
great  museums  and  galleries  can  be  yours  for  very  reasonable  prices. 

We  offer  original  etchings,  lithographs  and  serigraphs  signed  by 
Calder,  Chagall,  Dali,  Delacroix,  Renoir  and  other  important  artists. 

( Fanch  Ledan's  charming  French 
village  scene  "Les  Oies  du  Village"  is 
one  of  the  many  fine  prints  we've 
recently  made  available. ) 

Our  expert  advice  and  full 
money  back  guarantee  are  your 
assurances  that  the  art  you  buy 
will  have  lasting  value  and  beauty. 

Send  for  our  colorful, 
descriptive  brochure,  without 
obligation. 


FANCH  LEDAN's  "Les  Oies  du  Village" 


Original  print  collectors  group,  Ltd 

120  East  56th  Street,  Dept.  F10  ,  New  York,  N  Y.  10022 
□  PLEASE  SEND  ME  YOUR  FREE  COLOR  BROCHURE. 


Name 


Address 


City 


State 


Zip 


©  1977  Original  print  collectors  group,  Ltd. 


TAX-FRI 


CALL 
TOLL-FR 


Free  Prospectus 
A  No-Load  Fund 
ROWE  PRICE 
TAX-FREE  INCOME  FUND 

100  East  Pratt  Street.  Department  A -6 
Baltimore.  Md  21202 


FINANCIAL 

E 

s 

i 

A  NO-LOAD  MUTUAL 
FUND  FOR  INVESTORS 
SEEKING  INCOME. 

no  sales  charge 
no  redemption  fee 

Individual  Retirement  Account 
and  Self-Employed  Retirement 
Plans  available. 

Write  or  Call  1-e00-525-6148.  toll-free 

~  4-FB-i-BH4~2 

Financial  Programs,  Inc. 

P.O.  Box  2040,  Denver,  Colorado  80201 

For  more  complete  information,  including 
charges  and  expenses,  obtain  a  prospectus 
by  sending  this  coupon.  Read  it  carefully 
before  you  invest  or  send  money. 

Name  


Address . 

City  

State  


-Zip 
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transcendent 
accommodation 

730^iue  'BieniHfle,  fie*?  Orleans.  Iguifiana 

i504)  581-7300  Cable  LOUISIX 
Toll  Free  Am  Ex  Space  Bank 
800 /AE8-5000 

Member  Distinguished  Hotels  of  the  World 


WHAT  IS  YOUR 
JEWELRY  Really  WORTH? 


Probably  more  than  you  think. 


Since 
1 899  we 
have  returned 
the  highest 
prices  for 


your 
jewelry 
and  precious 
stones, 
contact: 


7  East  48  Street/New  York,  N.Y.  10017/212-755-0601 
(West  Coast)  Kazan jian  Bros.,  332  N.  Rodeo  Dr. 
Beverly  Hills,  Calif  /21 3-272-061 6 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E.  Ids. 
and  stockbrokers.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
lo  you  for  venture  Capital  Assistance. 
Must  be  sincere  with  well-rounded  busi- 
ness background.  Instant  Hi  income  for 
right  person. 

$U.S.  14,400  Cash  Will  Handle 

For  details  write  giving  phone  no.  to:  Dept.  21,  Computer  Capital  Corp.. 
6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  90028 
OR  Call  Mr.  Vander:  (213)  463  4841 


FINANCE  YOUR  PROJECT 

I  will  Joint  Venture,  Act  as  Guarantor.  Co-Sign 
for  Viable  Projects,  such  as:  Industrial  Expan- 
sion, Assembly  and  Processing  Plants.  Hospitals. 
Real  Estate  Projects,  some  start-ups.  etc.  LET'S 
TALK 

R.  Bernard  (714-595-7673) 
2102  N.  Arrowhead  Ave.  Suite  A 
San  Bernardino,  California  92405 


Money  And  Investments 


The  Year 


The  Fum 


That  Shouldn't  Have  Been 


Nineteen  seventy-six  was  a  year  in 
which  the  mutual  fund  industry 
sought  hard  for  redemption,  but  found 
only  the  wrong  kind.  When  the  sales 
were  tallied  against  the  cash-ins,  the 
industry  came  out  nearly  $2.5  billion 
short.  It  was  the  worst  redemption 
year  ever  experienced  by  the  funds. 

The  actual  situation,  it  should  be 
noted,  was  even  worse  than  the  dis- 
mal figures  suggest.  That's  because  the 
figures  for  the  first  time  include  the 
new  municipal  bond  funds,  fresh  mer- 
chandise that  showed  $450  million 
in  net  sales.  So  the  traditional  funds 
were  faring  even  worse  than  the  over- 
all results  indicated. 

The  hardest  hit  of  the  major  fund 
groups  were  the  broker-dealer  distrib- 
uted funds,  which  still  account  for 
some  60%  of  all  fund  assets.  In  1976 
they  showed  $2  billion  in  net  redemp- 
tions. This  sour  sales  trend,  apparent 
for  several  years  now,  accelerated  last 
year.  This  group  included  load  funds 
like  Vanguard  Group  (see  below), 
Putnam  Group,  Massachusetts  Finan- 
cial Services  (Massachusetts  Investors 
Trust  and  others).  Their  outside  deal- 
ers are  shrinking  rapidly  in  numbers, 
and  those  that  still  remain  naturally 
prefer  to  sell  different  and  fresher 
merchandise. 

Next  worse  on  the  redemption  lad- 


der are  the  so-called  "captive  sal 
funds  (21%  of  total  fund  assets)  1 
Investors  Diversified  Services  a 
Waddell  &  Reed;  they  suffered  a  $6j 
million  net  redemption  year.  Only 
no-load  funds  showed  net  sales  1 
year,  by  a  modest  $110  million;  1 
the  no-load  figures  include  at  la 
half  of  the  new  municipal  bond  fun| 
The  strongest  sellers  were  corpor) 
bonds  funds,  which  were  ahead  | 
over  $500  million.  The  hardest 
were  the  balanced  funds,  with  net 
demptions  of  $400  million. 

Any  improvement  lately?  May 
December  sales  were  a  record— butl 
were  redemptions;  and  the  Decern 
sales  bulge  was  fattened  by  a  oj 
time  transaction,  a  $99-million  J 
change  fund  offering.  The  January) 
dustry  figures  were  not  out 
Forbes'  press  time,  but  several  ma 
funds  and  fund  groups  report  li 
1977  improvement  so  far,  except 
bond  funds. 

That  doesn't  mean,  however,  thai 
fund  outfit  big  in  municipal  and  a 
er  bond  funds  has  it  made.  The  siu 
prediction  about  the  fund  business 
that  there  will  be  more  and  more 
tries  in  the  municipal  bond  fund  del 
this  year.  Then  some  of  them,  too,  a| 
become  logical  candidates  for  buili 
redemptions.  ■ 


Joining 

The  Opposition 


In  the  gloomy  situation  pictured 
above,  what  should  a  dealer-distrib- 
uted fund  do?  The  big  choices  are 
1)  do  something,  or  2)  do  nothing 
and  hope  for  some  change. 

Last  month  the  $2-billion-assets 
Vanguard  Group  of  14  funds,  includ- 
ing Wellington  Fund  and  Windsor 
Fund,  decided  to  join  the  first  group: 
It  announced  that  it  was  dropping, 
after  nearly  50  years,  its  sales  charge 
and  going  no-load.  It  was  far  and 
away  the  biggest  such  switch  in  fund 
history  (the  largest  previously  had 
been  Financial  Programs  of  Denver, 
which  made  the  change  in  1972). 
Vanguard  Group  is  roughly  equal  in 
size  to  Baltimore's  T.  Rowe  Price,  the 
biggest  no-load  fund  organization. 


Vanguard's  conversion  must  bel 
proved  by  the  Securities  &  Exchai 
Commission  and  by  its  stockholdj 
but  Vanguard  Chairman  John  C.  I 
gle,  47,  expects  no  trouble:  "WeJ 
lieve  we  have  structured  the  con\| 
sion  to  no-load  so  that  it  would  sal 
fy  the  SEC  and  also  our  stockhol™ 
Not  only  will  shareholders  be  able 
buy  new  shares  without  sales  corrwi 
sion,  but  we've  restructured  the  ml 
agement  fee  and  internalized  the  c 
tribution  function"— meaning  that  I 
funds  bear  expenses  like  advertisj 
and  sales  promotion,  which  forme 
were  paid  by  the  sales  outfits  oil 
the  proceeds  of  the  loading  char 
"That  will  reduce  management  f 
by  over  $2  million  [from  0.36$ 

— —  - 
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Perhaps 

the  best  investment 
you  can  make  in 

Tax-Free  Municipals. 


XL 


XL 


FIDELITY 
MUNICIPAL 
BOND  FUND,  INC. 


Wm 


i 


1w,  wdtmi 


Tax-free 
income  from  a 
continuously 
managed 
portfolio  of 
municipal 
bonds 
without  any 
sales  charge. 


We  consider  Fidelity  Municipal  Bond  Fund  a  bench- 
mark, a  basis  for  comparison. 

First,  we  believe  the  Fund  can  generate  more  tax- 
free  income  for  you  because  our  management  fee  is  low. 

Moreover,  ours  is  the  first  continuously  managed, 
open-end  municipal  bond  fund  without  a  sales  charge 
or  redemption  fee. 

This  can  represent  a  sub- 
stantial savings  when  com- 
pared to  municipal  bond  invest- 
ments with  a  sales  charge. 

Other  advantages  are 
listed  in  the  box. 


CaU  Toll-free 

Outside  Massachusetts.  /AM-7PM 

(800)225-6190 

In  Mass.  Call  Collect  (617)726  0650 


Fidelity  Municipal  Bond  Fund 
offers  these  principal  benefits. 


1.  No  sales  charge  or 
redemption  fee. 

2.  Daily  liquidity 

3.  Continuous 
management. 

4.  Low  manage- 
ment fees. 

5.  Daily  tax-free 
income. 

6.  Tax-free 
compounding 
of  income. 


7.  Diversification. 

8.  Daily  price 
quotations. 

9.  Complete 
record-keeping 
assistance. 

10.  No  coupons 
to  clip. 

11.  Telephone 
withdrawal 
and  exchange 
privileges. 


The  initial  investment 
requirement  is  $2,500. 

Our  free  booklet  contains 
additional  facts  about  this  attrac- 
tive investment  opportunity. 

Write  or  call  today. 


Box  832.  Dept.FF70301 

82  Devonshire  St..  Boston.  Mass.  02103 

For  more  information, 
including  all  charges  and 
expenses,  please  write  or 
call  fora  prospectus. 
Read  it  carefully  before 
you  invest  or  send  money 


Zip 


L FIDELITY  GROUP  . 
( >ver  $3billion  of  assets  under  management 
■  ■■■B 


Money  And  Investments 


The  Funds 


0.26%]  but  add  $1.3  million  in  mar- 
keting, advertising  and  administrative 
expenses.  As  a  result,  there  will  be  a 
net  saving  of  about  $775,000  to 
shareholders." 

Bogle  seems  to  be  right  about  the 
chances  for  SEC  approval.  Said  Anne 
Jones,  its  director  of  investment  man- 
agement: "I've  only  seen  the  press  re- 
lease, not  the  detailed  proposal.  But 
from  what  I've  read  I  see  no  insur- 
mountable problem." 

By  moving  as  it  did,  Vanguard 
seems  to  have  gotten  a  small  jump  on 
the  other  big  fund  groups.  The  Inves- 
tors Group  of  Funds,  which  is  dis- 
tributed by  the  Investors  Diversified 
Services  sales  force,  has  a  proposal  be- 
fore the  SEC  to  drop  the  sales  charge. 
Under  the  proposed  plan,  most  of  the 
distribution  expenses,  now  $12  million, 
would  he  assumed  by  the  funds.  That 
w  ill  have  slower  going,  both  with  the 
SIX:  and  with  the  funds'  shareholders. 
Another  big  dealer-distributed  fund 
outfit,  the  Union  Service  Croup,  has 
already  internalized  its  management 
expenses  but  has  yet  to  propose  doing 
away  with  its  sales  load  on  its  open- 
end  funds. 

Assuming  that  SEC  approval  comes 
through  as  anticipated,  how  and  to 
w  hom  w  ill  Vanguard  sell?  "There  are 
several  ways  we  are  going,"  says  Bo- 
gle. "  The  first  is  to  sell  in  large  quan- 
tities to  pension  funds  and  founda- 
tions. That's  where  some  of  the  fund 
industry's  higgest  growth  is  going  to 


HOW  TO  ADVERTISE  IN 
FORBES  CLASSIFIED 
REGULAR   CLASSIFIED  LISTINGS: 

All  listings  are  accepted  at  the  dis- 
cretion of  the  Publisher.  Line  rate 
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Vanguard's  Bogle:  Time  for  a  change. 


have  to  come  from.  The  sales  charge 
has  long  been  a  detriment.  Pension 
managers  have  felt  they  couldn't  jus- 
til  \  a  purchase. 

"Another  way  is  to  sell  our  funds 
—particularly  Windsor  Fund— our  in- 
come funds  and  our  unique  Index 
Fund  to  the  typical  no-load  customer 


CAPITAL  &  INVESTMENT  OPPORTUNITIES 


who  is  generally  older,  better  edu- 
cated, wealthier  and  higher  salaried 
th, in  other  mutual  fund  buyers.  We 
not  only  expect  these  demographics 
to  continue,  but  other  regulatory  and 
industry  trends  seem  to  make  (he  no- 
load  decision  a  sound  one." 

Il  had  better  lie,  il  only  in  view  ol 
Vanguard's  own  redemption  figures. 
Last  year  its  sales,  including  reinvest- 
ment of  income  dividends,  were  $149 
million,  but  its  redemptions  were  $27(1 
million.  Even  Vanguard's  hot-perform- 
ing Windsor  Fund,  which  has  been 
near  the  top  of  the  mutual  fund  list 
in  investment  performance  for  the  last 
several  years,  had  net  redemptions  of 
$40  million  in  1976— a  discouraging 
state  of  affairs,  to  say  the  least. 
As  Bogle  says  sadly:  "It  doesn't  seenl 
to  matter  whether  a  mutual  fund  does 
very  well,  or  average,  or  poorly;  last 
year  the  redemption  rate  was  about 
L53  ol  assets  regardless." 

So  Vanguard  decided  that  it  wa<fc 
preferable  to  face  the  competition  ol 
well-established  stock  no-load  fundi 
like  T.  Rowe  Price's  rather  than  vvatcli 
itsell  waste  awav  jack  Bogle  even 
claims  that  lie  looks  upon  the  presj 
ent  situation  as  a  management  chaS 
lenge:  "The  real  test  of  any  man- 
agement comes  in  the  environment  we 
find  ourselves  in  now,  which  is  diffi- 
cult." It  would  have  to  be  difficult 
to  persuade  the  venerable  Vanguard 
Croup  to  make  what  is  (for  it)  sue! 
a  daring  change.  ■ 
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CHANGING  YOUR  NAME? 

improve  your.image,  increase  yo 
profits  -  adopt  a  more  dynair 
company  name.  Professional  c 
porate  identity  consultants  sei 
ice  large/small  businesses.  Expe 
Personalized.  Confidential.  Co 
plete  research,  writing  servici 
papers,  reports,  studies.  RESEARC 
UNLIMITED,  Postbox  3000,  Dayto 
Washington  99328. 

AIRCRAFT 

BUSINESS  AND  COMMERCIAL 
JET  AIRCRAFT  OF  ALL  TYPES] 
AVAILABLE  FOR  BIDS 

DMNI . 

nitminoui  ai^inwra,  una 

202)331-8000          P      TLX  89-2M 

'.'( 

HOW  &  WHERE  TO  GET  CAPITAL 

Get  all  the  money  you  need  -  $500 
to  $2  million.  Business  capital, 
loans,  grants,  cash  to  start  a  busi- 
ness. Free,  full  details.  Capital-6, 
Kerrville,  Texas  78028. 

FREE  BUSINESS  GUIDE 

"990  Successful,  Little  One-Man 
Businesses",  plus  cash  loans.  Work 
home!  Small  Business  Index,  Dept. 
5.  Kerrville,  Texas  78028. 


$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details.  AA  Oil  & 
Gas  Inc.,  2051  East  Camelback 
Road,  Phoenix,  Arizona  85016.  (602) 
955-7600. 


SWISS  FRANC  LIFE  INSURANCE 
AND  ANNUITIES 

Have  you  looked  into  the  advan- 
tages of  Swiss  Franc  Life  Insurance 
and  Annuities?  For  complete  de- 
tails write: 

INTERNATIONAL 
INSURANCE  BROKERS 
71  KING'S  ROAD 
NEWBURY,  BERKS. 
ENGLAND  RG14  5RA 

ROCKY  MOUNTAIN  OIL  STOCKS 
SPECIALIST 

We  specialize  in  low-priced 
over-the-counter  Energy  issues, 
for  FREE  BROCHURE 
Telephone  or  Write: 
RALPH  NEWTON,  President 
Mountain  Pacific  Investment  Co. 
3613  West  Bowles  Ave. 
Littleton,  Colorado  80123 
Tel  (303)  795-6556 
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BUSINESS  SERVICES 


e  Document  Center 

irves  Your  Legal  Research 

and  Filing  Needs 

:an  search,  retrieve  or  file  in  all 
ral  and  State  courts  and  agen- 
in  U.S.,  Canada  or  British 
Call  800-528-6050,  Ext.  17. 


REAL  ESTATE 


I  inancing 

/our  firm  sells  services 
installments  and  you 
id  working  capital  call: 

>11  Free  (800)  821-2157 
Ext.  34 


National 
Switchboard 

24  Hr.  7-Day  Nationwide 
dl-Free  Answering  Service 

direct  mail,  ad  response,  phone 
Irs,  message  relay,  dealer  in- 
ies,  subscription  orders.  Call 
528-6050,  Ext.  15. 

and  Carry  Documents 
Nightly  Between 
United  States 
and  London 

).50  to  one  pound.  Further  info 
call  800-528-6050,  Ext.  4. 

TRAVEL 


0  expeditions  and  outings 
9  remote  wilderness  areas 

1  the  world.  Write  for  free 
4  page  illustrated  catalog. 

Mountain  Travel 
5£\  1398  Solano- P71 

fig})         Albany.  CA  94706 

(415)527-8100 


iXECUTIVE  EDUCATION 

iRNAL  DEGREES  IN  BUSINESS 
lACHELOR'S  •  MASTER'S  • 
DOCTOR'S 

Iternate,  practical  approach  to 
er  education  for  in-service  ex- 
ives  who  cannot  meet  on-cam- 
classes.  Write:  External  Regis- 
Western  Colorado  University, 
>  Colorado  Avenue,  Grand  June- 
Colorado  81501.  •  "A  Recog- 
J  Candidate  for  Accreditation, 
editing  Commission  on  Higher 
:ation,  National  Association  of 
ioIs  and  Colleges." 

OLLEGE  DEGREES  BY  MAIL 

honestly  possible  to  earn  a 
imate,  accredited  bachelors, 
ters,  or  doctorate  from  well- 
m  universities  without  taking 
traditional  courses  whatsoever, 
l  at  surprisingly  low  cost.  Free 
ils  from: 

.  John  Bear,  P.O.  Box  FY646, 
080  Little  Lake  Street, 
sndocino,  California  95460. 
call  toll-free  800-325-6400 
i  Missouri  800-342-6600.) 


Servinq  Vou  a 
Better  Wan . 

through  franchisee! 
offices  from 
coast  to  coast 


Realty  USA 

3855  Lucas  Hunl  Road  •  St.  Louis,  MO  63121 


280  ACRES  FOR  $4,950.00 

Large  sprawling  property  ideal  for 
cattle  ranching,  investment,  and 
homesteading.  In  Paraguay,  (con- 
sidered by  investors  "The  Switzer- 
land" of  South  America).  Tax  bene- 
fits for  cattle  ranching!  For  details 
and  terms  write  M.  Lee  286  Law- 
rence Avenue  West.  Apt.  FBP  Tor- 
onto, Canada  M5M  3A8 


Looking  for  dramatic  capital  appreciation? 

INVEST  IN  CANADIAN 
ACREAGE  from  s47  AN  ACRE 

A  12-year  record  of  excellent  per- 
formance to  Investors:  Participate 
for  potential  profits. 


ONE  YEAR  EXCHANGE  PRIVILEGE 


Free  catalogue  write: 

CANADIAN  ESTATE  Dept.  fob 

286LawrenceAve.W.Toronto.0nt.Canada  M5M3A8 


FREE  CATALOG 

Big,  Free  1977  Catalog  describes 
and  pictures  more  than  2,500 
farms,  ranches,  acreages,  recrea- 
tional properties,  businesses,  town 
and  country  homes  in  39  states 
coast  to  coast!  Please  specify  type 
and  location  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.47th,  Kansas  City,  MO  64112 

WEST  CENTRAL  FLORIDA 

Farms  —  Ranches  —  Homes  —  Wat- 
erfront -  Business  —  Investment 
Property.  Various  sizes;  typ.es;  lo- 
cations; prices.  Contact: 

Ruth  NEW-LANDS  Inc. 

Reg.  Real  Estate  Broker 
Hwy.  50  E.,  P.O.  Box  536,  Brooks- 
ville,  FL  33512.  Office  (904)  796- 
4905.  Aft.  Hrs.  (904)  796-4058.  Free 
Brochures. 

OFFICE  EQUIPMENT 


Y  *CL0SE  OUT*  1 

IBM  SELECTRIC  I 

I  i 
'     In  IBM-Factory-sealed  boxes. 
|    Some  Executives  &  Stds.$369 

to  449.  (Also  some  copiers  at  | 
|    wholesale)  Act  Quick!  Call 
^  TONY  Collect.305-422-8181.  ^ 

AUTOMOBILES 


SAVE  $$$$  ON  NEW  1977  CARS 

Your  Detroit  Connection  offers  new 
1977  luxury  (and  other)  vehicles  at 
Detroit  prices  and  freight  to  save 
cash  buyer  hundreds.  Full  factory 
warranty.  Free  Metro  Airport  pick- 
up at  delivery.  Send  make  and 
model  desired  for  firm  quotation 
to:  BONDED  BROKERS,  2547-S 
Monroe  Blvd.,  Dearborn,  Michigan 
48124.  Phone  (313)  565-5577. 


WORLD'S  LARGEST.  MOST  FAMOUS 
REAL  ESTATE  CATALOG 
PROPERTIES  ALL  ACROSS  AMERICA 

MAILED  FREE!!!! 

NKARLY  6000  Of  OUR  BEST  PROPI  RTIFS 
DESCRIBED*  PH  Tl  IRFD    All  VAIUrs'  «* 
SF.NI)  FOR  YOUR  FREE  (  OPY  TODAY      _  «" 

STROUT  REALTY 

60  E.  42nd  ST  (171 
NEW  YORK 

NY  10017  —  " 


JEFFERSONVILLE,  VERMONT 
SMUGGLER'S  NOTCH  AREA 

60  acres.  Woods,  meadows,  out- 
standing views,  privacy.  Overlooks 
Mansfield,  Madonna,  Sterling  range 
from  elevated  site.  Private  road, 
electricity.  90  minutes  Montreal. 
$50,000.  Norman  J.  Fisher,  197  E. 
Mill  Rd.  Hatboro,  PA.  19040.  (215) 
675-1214. 

PARIS,  FRANCE 
APARTMENT  FOR  SALE 

Choice  Maisonette.  6  large  rooms, 
room  size  foyer,  2  baths,  with  gar- 
den patio.  Separate  maid's  room 
and  garage.  Choice  building  in 
16th  Arrondissement  near  Bois  de 
Boulogne.  Miniscule  annual  main- 
tenance ($1,600  for  1977).  Price 
$230,000.  Phone  owner  (212)  593- 
9210. 

NEBRASKA  RANCH  PROPERTIES 

A  truly  outstanding  4,260  acre 
ranch  on  the  Niobrara  River  of 
Nebraska.  A  superb  producing  unit 
with  spring  fed  streams,  river  front- 
age, lakes,  and  beautiful  timbered 
canyons.  An  abundance  of  wildlife 
and  nature,  in  addition  to  a  reliable 
ranch  unit,  including  pasture,  hay, 
and  irrigated  farm  ground.  Not  an- 
other offering  like  this  anywhere. 
$1,500,000.00  •  Ronald  M.  Shonka, 
Realtor,  O'Neill,  Nebraska  68763; 
(402)  336-3133.  

ESTATE 

NORTH  SHORE  LONG  ISLAND,  N.Y. 
FOR  SALE  OR  RENT 

Family  Estate  /  Farm  acreage.  Tax 
Shelter  potential.  35  minutes  ex- 
press New  York  City;  10  minutes 
United  Nations  air  time.  5  Build- 
ings, 6-car  garage,  Tennis.  Reply 
Box  A112  Forbes,  60  Fifth  Ave, 
New  York,  NY  10011. 

PERSONAL  SERVICES 


Divorce  24  Hours 

Mutual  or  contested  actions,  low 
cost,  Haiti  or  Dominican  Republic. 
For  information  send  $3.75  for  24- 
page  booklet/postage/handling  to: 
ODA,  P.O.  Box  5,  Hyattsville,  Mary- 
land 20781,  USA.  Tel.:  (301)  559- 
2342.  Worldwide  service.  Dr.  von 
Goihman. 


GAMING 


FREE  DETAILS  M.  C  CORBIN  Deot,  F-3 
Box  869.  Radio  City  Sta  .  N.Y,.  N.Y.  10019 


BUSINESS  OPPORTUNITIES 

TAX  SAVING  & 
VENTURE  CAPITAL  SEMINARS 

Are  you  looking  for  funds???  Do 
you  have  funds  to  invest???  Then, 
these  seminars  in  major  cities  are 
for  YOU!  Act  now  -  registration 
limited.  Write:  FREE  brochure  #28- 
SF.  (Sample  Financial  Newsletter 
$1.00)  STULL  &  CO.,  since  1870, 
3540  Ridge  Rd,  Cleveland,  OH 
44101. 

MANAGEMENT  CONSULTING 
BUSINESS 

How  to  start,  operate,  and  promote. 
Company  presidents  use  to  increase 
profitability.  Individuals,  within  or- 
ganization, use  to  get  better  job 
and  bigger  salary.  Independents 
use  in  their  own  consulting  busi- 
ness. Free  details.  Hamilton,  Dept. 
Z-3,  Box  88043,  Indianapolis,  IN 
46208.  

MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

•  We  maintain  profiles  on  hundreds 
of  professional  representatives  in 
all  fields.  U.S.  and  foreign  coun- 
tries. No  charge  service  to  manu- 
facturers. •  Monthly  Newsletter, 
Tax  Letter,  Bulletins,  and  many 
special  benefits  for  reps  and  manu- 
facturers. Details:  808  Broadway, 
Dept.  9  Kansas  City,  Missouri  64105 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod 
uct  line  and  territories  available 
For  information  write:  Manufactur 
ers'  Agents'  Newsletter,  Dept.  178A 
23573  Prospect  Avenue,  Farming 
ton,  Michigan  48024. 

CONVENTION  PRODUCTIONS 


The 

Experienced 
"Meetings  People" 

Producers  ol  Successtul  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  •  Films  •  Dramatizations 
•  Entertainment 

Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washington  • 
Atlanta  •  Houston  •  San  Francisco 


ART 


COLLECTORS  SERIES 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  Collectors  Series,  Dept.  FM, 
Box  7919,  Chicago,  IL  60680. 

CONVENTION  SPEAKER 
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"If  Freud  were  liv- 
ing at  this  hour, 

he  would  not 
have  to  ask 


'What  does 
a  woman 

want?1  The  answer 


"Something  more  than  just  racquet  hitting  ball  all 
too  often  becomes  involved.  That  is  what  is 
making  mixed-doubles  p/ay  a  fresh  battleground 
in  the  ancient  war  between  the  sexes.' 


is,  a  big  serve!1  time 


Timothy  Foote.  Senior  Editor 


The  current  tennis  boom  has  been 
variously  described  as  a  sports 
phenomenon,  a  social  craze,  a 
marketing  miracle  second  only  to  the 
hula-hoop. 

Leave  it  to  TIME  Magazine  to 
discover  the  real  significance.  Mixed 
doubles  is  a  psychodrama  in  shorts 
and  sneakers;  catharsis  in  catgut  for 


bedroom  antagonisms;  a  primitive 
arena  where  all  the  cavepersons  have 
clubs.  Such  an  article  is  quintessential 
TIME:  a  nourishing  confection  of 
erudition,  wit  and  common  sense.  It's 
the  sort  of  writing  that  has  won  TIME 
more  awards  for  editorial  excellence 
than  any  other  magazine. 
TIME,  The  Weekly  Newsmagazine 
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-^i  1  on  the 

f  hOUghtS . . .  Business  of  Life 


Responsibility  is  put  on  the 
shoulders  of  those  who  can  bear  it. 
William  Feather 


If  the  leaders  in  a  participating 
society  lose  faith  in  the  people, 
the  people  will  inevitably 
lose  faith  in  their  leaders. 
Preston  Tisch 


Young  men  are  fitter  to  invent 
than  to  judge,  fitter  for 
execution  than  for  counsel,  and 
fitter  for  new  projects  than 
for  settled  business. 
Francis  Bacon 


Trust  everybody,  but  yourself 
most  of  all. 
Danish  Proverr 


Time  is  a  great  manager: 
It  arranges  things  well. 
Pierre  Corneille 


Can  anything  be  more  absurd 
than  to  make  so  much  the  more 
provision  for  life's  journey,  as 
there  is  less  of  that  journey  left? 
Cicero 


Thoroughly  to  teach  another  is 
the  best  way  to  learn  for  yourself. 
Tryon  Edwards 


The  best  persuasion  is 
to  ask  questions  that  cause 
the  other  fellow  to  reach 
the  conclusion  himself. 
Arnold  Glasow 


The  ruin  of  most  men  dates 
from  some  idle  moment. 
George  S.  Hillard 


The  most  successful,  highest-up 
executives  carefully  select 
understudies.  They  don't  strive 
to  do  everything  themselves. 
They  train  and  trust  others. 
This  leaves  them  foot- free, 
mind-free,  with  time  to  think. 
They  have  time  to  receive 
important  callers,  to  pay  worthwhile 
visits.  They  have  time  for  their 
families.  No  matter  how  able,  any 
employer  or  executive  who  insists 
on  running  a  one-man  enterprise 
courts  unhappy  circumstances 
when  his  powers  dwindle. 
B.C.  Forbes 


Haste  in  every  business 
brings  failure. 
Herodotus 


Why  do  men  seize  more 
than  they  need?  Surely,  there 
is  enough  space  in  all  the 
world  for  all  men. 
Taylor  Caldwell 


Some  people  should  never  retire— 
and  some  should  be  retired  at 
Arthur  Friedler 


35! 


Nothing  is  more  unworthy  of 
a  wise  man,  or  ought  to  trouble 
him  more,  than  to  have  allowed 
more  time  for  trifling,  and 
useless  things,  than  they  deserved. 
Plato 


Take  time  by  the  forelock. 
English  Proverb 


It  is  a  trait  of  human  nature, 
common  to  all,  to  develop 
the  great  "I  Am"  idea  as  progress 
is  made  in  a  given  field— but  it  is 
well  to  bear  in  mind  that  success 
may  become  its  own  hindrance 
through  too  much  self-glorification. 
Roderic  k  Stevens 


The  mind  of  man  is  fond  of 
power;  increase  his  prospects 
and  you  enlarge  his  desires. 

GOUVERNEUR  MORRIS 


Friendship  increases  in 
visiting  friends,  but  in 
visiting  them  seldom. 
Thomas  Fuller 


Beware  of  dissipating  your 
powers;  strive  constantly  to 
concentrate  them.  Genius  thinks 
it  can  do  whatever  it  sees 
others  doing,  but  it  is  sure  to 
repent  of  every  ill-judged  outlay. 
Goethe 


A  Text  . 


Winter,  lingering, 
chills  the  lap  of  May. 
Oliver  Goldsmith 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


Sent  in  by  Carl  K.  Hill,  Raleigh,  N.C. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


Wherefore  let  him  that  thinketh 
standeth  take  heed  lest  he  fall. 
I  Corinthians  10:12 
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MARCH  15, 1977  /  ONE  DOLLAR 


Accountants'  Report 


March  15, 1977 
To  the  directors  and  stockholders: 

We  have  examined  the  Consolidated  Balance 
Sheet  of  the  company  and  consolidated  sub- 
sidiaries as  of  December  31, 1976  and  1975.  In 
our  opinion,  these  financial  statements  present 
fairly  the  financial  position  of  the  companies, 
in  conformity  with  generally  accepted  ac- 
counting principles  consistently  applied. 

On  the  other  hand,  there  is  a  growing  body 
of  opinion  that  holds  that  our  opinion  is  not 
worth  a  damn. 


Certified  Public  Accountants 


0T0<?6  VD         3 W VON liana 

on  grid  awvoNiiynp 
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"Here  at 
First  Boston, 
with  the  help  of 
interactive 
computing,  our 
volume  grew 
by  $2.4  billion 
in  one  year." 


In  othe 


"With  our  IBM  interactive  computing 
stem,  we're  able  to  move  much  faster  in 
iking  decisions  and  committing  funds," 
ys  H.James Toffey, senior  vice  president, 
e  First  Boston  Corporation,  New  York. 

"As  a  result,  First  Boston's  corporate 
nd  volume  increased  by  about  $2.4  billion 
ring  1976.  In  addition,  our  government 
nd  trading  volume  expanded  by  more 
m  65%. 

"Behind  these  big  gains  is  our  ability, 
wided  by  the  interactive  system,  to  get 
ormation  on  bonds  to  our  customers 
thout  delay— in  fact,  on  demand,"  con- 
ues  Mr.  Toffey. 

First  Boston  is  one  of  the  nations  largest 
vestment  bankers,  a  worldwide  under- 
iter,  and  an  active  trader  in  corporate, 
micipal  and  government  securities. 

With  interactive  computing,  the  execu- 
e  or  other  user  communicates  through 
erminal  directly  with  the  computer, 
ing  easy-to-learn  languages  and  simple 
umands,  the  individual  can  tap  the 
wer  of  the  computing  system  to  get  in- 
mation,  analyze  data  or  solve  complex 
)blems. 

Answers  up  tenfold 

At  First  Boston,  answers  to  customer 
niiries  through  sales  personnel  in- 
sased  nearly  tenfold,  to  2,100  monthly, 
er  the  interactive  system  was  installed. 
The  First  Boston  system,  which  runs  on 
s  firm's  System/370  Model  135,  helps 
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determine  which  bonds  offer  the  greatest 
relative  values  in  meeting  a  customer's 
current  needs. 

"Suppose  an  institu- 
tional customer  wants  to 
know  whether  to  hold 
Treasury  67*%  notes 
maturing  in  1980  or  to 
swap  them  for  a  utility's 
6V2%bonds  due  in  1979," 
says  Mr.  Toffey.  "The  sys- 
tem analyzes  all  the  com- 
plexities  involved  and 
produces  a  clear-cut 
answer  while  the  customer  is  still  on  the 
phone." 

Now-or-never  decisions 

"In  our  business,  prices  shift  continually 
and  opportunities  are  usually  short-lived. 
Our  interactive  computing  system  is  of  im- 
mense competitive  advantage  in  respond- 
ing to  now-or-never  situations. 

"We  act  fast  because  we  can  act  with 
confidence." 

Interactive  computing  is  one  of  a  num- 
ber of  ways  IBM  extends  the  power  of  the 
computer  to  people  who  need  it.  For  more 
information,  call  your  IBM  Data  Processing 
Division  marketing  representative.  Or 
write  for  "Interactive  Computing:  The 
Business  Benefits"  to  IBM  Corporation, 
Dept.  83F-D,  1133  West- 
chester Avenue,  White 
Plains,  N.Y.  10604. 


IBM 

Data  Processing  Division 


rords,  results. 
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\  WAGON  BUILT  TO  CARRY  CARGO 
10RE  PRECIOUS  THAN  GROCERIES. 

Any  station  wagon  can  take  a  load  of  stuff  from  one  place  to  another. 

The  Volvo  wagon,  on  the  other  hand,was  designed  to  take  a  load  off  your  mind  as  a  parent. 

Volvo  realizes,  for  example,  that  it's  impossible  to  keep  both  eyes  on  the  road  if 

u  have  to  keep  one  eye  on  the  back  seat. 

So  to  keep  the  kids  in  place,  we  provide  you  with  things  like  child-proof  door  locks  on 
'  the  rear  doors.  Including  the  back  one. 

And  to  virtually  guarantee  that  you  can  focus  your  attention  *>n  the  road  at 
times,  we  give  you  defrosters 

r  the  front  side       gS  j^^^^^-^^^ 

d  the 
ar  window 
mes  with 
own  wiper, 
isher,  and 
froster.  £. 
On  the  road, 
3  first  thing  you'll 
>tice  is  how  quickly 
r  overhead  cam 
gine  can  put 
>uble  behind 
u.  Should 
>uble  ap- 
ar  ahead, 
u'll  ap- 
eciate  the 
ly  our  rack  and 
lion  steering  can  help 
u  steer  clear  of  it.  Am 
ir  four-wheel  power  disc  bral 
In  spite  of  all  these  precautions. 
>  happen.  So  we've  planned  for  the  unplanned. 
Where  many  wagons  may  feature  a  front  end  designed  to 

Lpress  the  neighbors,  the  Volvo  wagon  features  a  front  end  designed  to  help  absorb  the 
tpact  of  a  collision. 

Our  passenger  compartment  is  surrounded  by  a  protective  steel  cage. 
Our  doors  have  steel  tubes  running  through  their  insides  for  added  protection,  instead 
imitation  wood  running  down  their  outsides  for  frivolous  decoration. 
There's  also  a  padded  dashboard.  A  collapsible  steering  wheel.  A  gas  tank  designed 
►t  to  rupture  in  a  rear  end  collision. 
Look  at  it  this  way. 

There's  finally  a  wagon  that  shows  as  much  concern  for  your  children  as  you  do. 

VOLVO 

ie  car  for  people  who  think. 


ROOF  RACK  OPtlON 


i  197?  VOtVO  OF  AMERICA  CORPORATION. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUE  February  17, 1977 


western  union 


Western  Union  Corporation 


6,000,000  Depositary  Preferred  Shares 

each  representing  Vsth  share  of 

9.50%  Cumulative  Preferred  Stock 


Holders  of  Depositary  Preferred  Shares  may  obtain  the  underlying 
Preferred  Stock  at  any  time  by  surrendering  Depositary  Preferred  Shares 
on  an  eight  for  one  basis,  as  more  fully  explained  in  the  Prospectus. 


Price  $12.50  Per  Depositary  Preferred  Share 

Plus  accrued  dividends,  if  any,  from  February  24,  1977 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc. 
Bache  Halsey  Stuart  Inc.       The  First  Boston  Corporation       Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  &  Co.  Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes         Kidder,  Peabody  &  Co.         Lehman  Brothers 

Incorporated  Incorporated  Incorporated 

Loeb  Rhoades  &  Co.  Inc.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

I ncorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc.  Salomon  Brothers 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Shearson  Hayden  Stone  Inc.         Spencer  Trask  &  Co.         Warburg  Paribas  Becker  Inc. 

Incorporated 


Achievement  out  of  dreams. 


The  people  of  America  are 
blessed  with  an  environment  that 
encourages  them  to  act  and  think 
as  individuals.  It  is  this 
environment  that  fosters  the 
dreams  from  which  new  ideas 
come.  Ideas  which,  in  turn,  often 
[  develop  into  the  realities  that  have 
given  Americans  more  individual 
freedom  than  any  other  people. 

In  this  development, 
communications  plays  an  integral 
role.  We  at  United  Telecom  are  in 
the  business  of  communications. 
Every  day  we  help  millions  of 
people  in  nearly  3,000 
communities  talk  about  their 
ideas  through  United  Telephone, 
the  nation's  3rd  largest  telephone 
system. 

We  believe  that  only  through 
an  environment  that  encourages 
progressive  thinking,  enriched  by 
a  system  of  communications 
second  to  none,  can  Americans 
continue  to  achieve  in  a  world  that 
needs  achievement  more  than  ever. 


United  Telecom 

United  Telecommunications  Inc  HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


ed  Braun,  president  of  Foresight  Systems,  Inc.,  a 
ibsidiary  of  United  Computing  Systems,  was  responsible 
ir  the  development  of  Foresight,  a  new  financial- 
nalvsis,  management-reporting  and  financial-modeling 
lanagement  system.  Foresight  gives  control  of 
:>mputerized  reports  to  management  instead  of 
Jmputcr  programmers. 


Telecommunications.  Inc  .  PO  Box  11315,  Plaza  Station.  Kansas  Ciry.  Missouri  64112  United  Telecom  companies  United  Telephone 
United  Compunng  Systems,  North  Electric  Companv  New  York  Stock  Exchange  Symbol  IT  Newspaper  listing:  UniTel 
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Side  Lines   

Doing  Business  In  Belfast 


PAID  CIRCULATION  OVER 650,000 


Marilyn  Dammerman  of  our  Eu- 
ropean Bureau  wrote  the  story  of 
the  Irish  Republican  Army's  busi- 
ness activities  in  Belfast  appearing 
on  page  25.  Cities  where  violence 
and  even  death  have  become  com- 
monplace are  not  ordinarily  in  the 
line  of  duty  at  Forres.  On  her  re- 
turn to  London  we  asked  Ms. 
Dammerman  how  things  had  gone. 
Some  of  her  impressions: 

"Well-meaning  friends  had  cau- 
tioned me  that  on  my  arrival  in 
Belfast  I  was  not  to  take  any  of 
the  big,  black  taxis  there,  some  of 
which  are  operated  by  ex-internees 
of  Republican  stripe.  When  I  ar- 
rived on  the  night  train  from  Dub- 
lin, the  only  taxi  to  be  found  was, 
of  course,  a  big,  black  one.  I  took 
it.  The  ride  was  quite  ordinary. 

"Even  at  midnight  it  was  almost 
daylight-bright  outside  my  hotel, 
the  Conway.  The  building,  hidden 
in  the  pine  trees  far  back  from  the 
road,  was  ringed  with  floodlights, 
then  ringed  again  with  sheet  met- 
al fencing.  In  front  stood  the  con- 
crete and  steel  remains  of  the  pre- 
vious hotel  of  the  same  name.  The 
Lisburn  army  base  was  just  a  few 
minutes  away.  I  was  not  reassured 
by  the  thought. 

"For  an  illegal  organization,  the 
Irish  Republican  Army  is  not  hard 
to  find.  Equipped  with  some  key 
words— Republican,  Sinn  Fein,  Eire 
Nua— "New  Ireland"— and  the  place 
names— Andersonstown,  Falls  Road, 
Ballymurphy,  all  in  Catholic  West 
Belfast— you  can  simply  use  the 
phone  book. 

"The  IRA  is  quite  accustomed 
to  dealing  with  journalists.  It  is- 
sues press  releases  signed  by  a  non- 
existent P.  O'Neill  and  sometimes 
gives  press  conferences.  Still,  I  was 
directed  to  the  Sinn  Fein  "Incident 
Center"  in  an  Andersonstown  alley 
to  have  my  credentials  cheeked 
and  to  be  looked  over  by  the  pow- 
ers that  be.  The  "powers"  turned 
out  to  be  a  neatly  dressed  young 
woman,  who  made  me  tea,  and  a 
blond  young  man  calling  himself 
Paddy,  who  seemed  a  little  unsure 
what  to  do  about  me.  After  tea 
we  went  to  the  Republican  Press 
Center,  where  rotund,  intense,  be- 
spectacled "Peter"  lectured  me  on 
British  colonialism,  a  united  Ire- 
land, the  evils  of  capitalism  and 


the  joys  of  a  workers'  state.  \V< 
took  a  Falls  Road  taxi  to  my  inter- 
views and  Paddy  disappeared 
Dole  day,'  he  explained,  and  wenl 
oft  to  pick  up  his  government  re- 
lief check. 

"Invite  a  Belfast  journalist  tc 
lunch  and  he  will  make  it  the  Eu 
ropa  Hotel.  It  is  not  now  a  hot! 
at  all  but  a  high-rise  hulk  with  ; 
couple  of  restaurants  and  a  bar  ba 
low,  boarded-up  windows  and  an 
endless  rapping  of  hammers  above 


London  Bureau's  Marilyn  Dam- 
merman is  invited  to  tea  with  the 
illegal  Irish  Republican  Army. 

'Most-bombed  building  in  town 
the  cab  driver  told  me  casually 
like  a  cabbie  in  any  other  cii 
pointing  out  the  sights.  Even  afte| 
some  20  attacks,  the  Grand  Met 
ropolitan  chain  that  owns  the  Eu 
ropa  doggedly  persists  in  reopeninj 
it.  My  pocket-sized  camera  wa 
taken  at  the  door— 'Awfully  heavj 
for  a  camera,'  I  was  told.  I  askei 
if  the  hotel  is  bombed  because  it' 
British.  The  gently  cynical  re 
sponse:  'It's  bombed  because  it' 
there.'  After  a  week  in  Belfast) 
the  answer  almost  made  sense."  1 
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LS  FARGO 


EXPRESS 

Introducing  our  new  electronic  balance  reporting  system  that  provides 
ou  with  the  information  you  want  when  you  want  it. 

Imagine  picking  up  your  phone— or  glancing  at  a  terminal  or  telex— and 
etting  an  exact  accounting  of  your  company's  cash  balance.  Not  only  at 
Veils  Fargo  Bank— but  all  your  company's  balances  at  all  your  company's  banks. 

It's  here— electronic-age  money-monitoring. 

With  Wells  Fargo  Information  Express,  you  know  early  each  morning 
fhere  you  stand  financially.  Your  Wells  Fargo  accounts  are  reported  in  detail: 
?dger  balance,  collected  balance,  float,  total  debits  and  credits.  Other  balances 
re  reported  for  those  banks  designated  by  you.  You  can  get  a  report  of  all  lock- 
ox  deposits  and  wire  transfers  received  the  previous  day.  Plus  information  on 
westment  instruments  such  as  Certificates  of  Deposit.  You  get  the  information 
ou  need  to  act  quickly  and  keep  your  money  working  at  capacity. 

It  enhances  your  cash  management  capabilities. 

Wells  Fargo  Information  Express  is  designed  to  complement  your  current 
loney  management  procedures.  The  service  is  tailored  to  your  needs,  and  cost 
;  based  on  use.  Information  Express  is  a  flexible,  modular  system  that  will 
ontinue  to  grow. . .  part  of  Wells  Fargo's  increasing  commitment  to  meet  the 
ash  management  needs  of  the  corporate  community.  If  accurate,  timely 
nancial  information  is  important  to  your  company,  call  Michael  Moebs  at 
115)  396-3036.  Or  contact  your  Wells  Fargo  account  officer. 

WELLS  FARGO  BANK 


BAN  FRANCISCO  •  LOS  ANGELES 


MEMBER  F  O  I  C 


STABILO  BOSS 

shows  'em  who's  boss. 


Get  attention  fast  with  STABILO  BOSS 
by  Schwan-STABILO.  Makers  of  top- 
quality  writing  instruments  for  more 
than  a  century.  Sleekly  styled.  Fun  and 
cheerful  to  use.  The  pebble-grained 
cap  locks  into  place;  twists  off  easily. 
Available  in  single  units  of  yellow, 
orange,  green,  rose,  red,  and  blue.  Also, 
in  one  colored  packs  of  10,  assorted 
colored  wallets  of  4,  and  a  special 
calendar  box  of  all  6  brilliant  colors. 
Get  your  boss'  attention.  Place  an 
order  today.  Available  at  quality 
stationery  stores. 

For  a  free  sample  STABILO  BOSS,  retail 
value  $1.50,  please  send  250  for  postage 
and  handling  to  Swan  Pencil  Co.,  Inc. 
at  the  address  below. 


Schwdn  STABIIO 


Swan  Pencil  Company,  Inc.,  Dept.  FO 
221  Park  Avenue  South.  New  York.  N.Y.  10003  (212)  254-7950 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Trends  &  Tangents 


Washington 


Doing  The  Carter  Shuffle  ' 

The  new  Administration's  reorgani- 
zation has  yet  to  take  shape,  but  the 
Army  Corps  of  Engineers  is  one  gov- 
ernment unit  that  seems  likely  to 
dance  the  Carter  shuffle.  The  Corps, 
which  last  year  received  $2.6  billion 
in  appropriations,  is  one  of  Uncle 
Sam's  oldest  agencies,  created  in 
1824  as  the  Army's  implementer  of 
its  civil  works  program.  Now  the 
Corps  spends  most  of  its  time  build- 
ing dams,  repairing  waterways  and 
developing  harbors,  and  thus  is  one 
of  Washington's  prime  pork-barrel  tar- 
gets. Foreign  allies  sometimes  use  the 
Corps  as  a  consultant  when  building 
military  bases,  but  last  year  the 
Corps'  only  domestic  military-related 
work  was  maintaining  the  Arlington 
National  Cemetery.  Carterites  are 
hinting  it  might  be  more  logical  to 
take  the  Army  out  of  the  public  works 
business  and  put  the  Corps  into  the 
Department  of  Transportation. 

Taking  A  Farm-Belting 

The  SEC's  blessing  had  been  given, 
and  IRS  approval  seemed  just  a  tech- 
nicality, but  the  Ag-Land  Fund 
(  Forbes,  Feb.  1 ) ,  sponsored  by  Mer- 
rill Lynch  and  Chicago's  Continental 
Bank,  is  still  far  from  reality.  The 
$50-million  investment  trust,  open  on- 
ly to  pension  funds  and  profit-sharing 
plans,  hopes  to  acquire  fast-appreci- 
ating Midwest  farmlands,  then  lease 
them  to  farmers  who  lack  the  capital 
to  buy.  But  farm-belt  congressmen, 
screaming  that  this  will  mean  death 
for  the  family  farm,  have  already  suc- 
ceeded in  delaying  final  IRS  approval. 
During  Capitol  Hill  hearings  on  the 
plan,  Representative  Harold  Volkmer 
(D— Mo.)  queried  Merrill  Lynch's 
James  Mooney  on  the  company's  use 
of  Mexican  bulls  in  its  "bullish  on 
America"  advertising.  Mooney  replied 
that  Merrill  now  uses  American  bulls. 
Snapped  Volkmer:  "We've  heard  a  lot 
of  that  here."  Mooney  later  conced- 
ed: "We  won't  go  in  the  business  un- 
less the  atmosphere  here  improves." 


Business 


U.S.  Polyester? 

Can  a  steel  company  be  happy  in 
reinforced  plastics?  U.S.  Steel  thinks 
so.  Early  in  1979  the  U.S.'  biggest 
steel  company  will  start  up  its  first 
polyester  resin  facility  in  its  chemi- 


cals division.  The  plant  will  be  < 
uated  in  the  Pittsburgh  area  and  v 
have  an  initial  capacity  of  90  milli 
pounds  per  year.  What's  the  attr, 
Hon?  The  market  for  reinforced  pi 
tics  has  more  than  tripled  in  the  p; 
decade  and  looks  just  as  bright  i 
the  future,  particularly  in  automoti 
(see  below),  and  U.S.  Steel  hopes 
grab  a  hunk  of  this  growth.  The  n< 
operation  will  fit  neatly  into  its  s 
able  chemicals  operations  (proje 
ed  to  have  more  than  $1  billion 
sales  by  1979),  which  already  yiel 
some  of  the  coal-based  intermedi. 
components  needed  to  produce  poly 
ter  resin. 

Flexing  Their  Fibers 

Awakening  from  a  two-year  slun 
the  $2.5-billion  reinforced  plastics 
dustry  increased  its  shipments  in  19 
by  27%,  to  1.5  billion  pounds,  surpa 
ing  the  previous  industry  record 
in  1973.  Shipments  this  year  are 
pected  to  reach  1.75  billion  pouru 
A  significant  39%  gain  was  made 
sales  to  the  auto  industry,  reinforc 
plastics'  major  growth  market.  Sh 
ments  there  should  reach  450  milli 
pounds  in  1977  and  double  witl 
five  years,  as  carmakers  try  to  redi 
weight  to  meet  government  milea 
regulations.  Leading  producer  Owei 
Corning   Fiberglas   says   that  un( 
good  economic  conditions  the  indj 
try  can  look  forward  to  an  annij 
growth  rate  of  14%  through  1981. 

When  Home  Resales  Boom  . . . 

Sales  of  existing  single-family  hon 
were  the  highest  ever  in  1976,  wj 
records  set  in  both  the  number 
transactions  and  the  dollar  volume 
sales.  The  number  of  sales  rose 
22%,    from    2,452,000    in  1975 
3,002,000  in  1976.  That's  compai 
with  a  rise  of  only  7%  from  1974 
1975.   Dollar   volume   in  1976 
$126.7  billion,  a  33%  increase  over  1 
previous  year's  figure  and  56%  o\ 
1974's.  The  most  popular  resale  cc 
tinues  to  be  the  three-bedroom  hon 
which   accounted  for   55.5%  of 
transactions  in  1976.  It  comes  as 
surprise  that  the  price  tag  for  the 
erage  resale  home  is  a  record-brea 
as   well.    In    1976   that   tag  n 
$46,200,  up  8%  from  1975.  Just 
years  ago,  the  average  resale  was 
what  now  seems  a  modest  $28,0' 

...  Is  Homebuilding  Far  Behind? 

This  winter's  record  cold  and  sn< 
over  the  North  and  East  did  not  sl< 
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ipoiy  10,000  andOOcts 


This  is  our  formula.Has  to  be.Because  the  wheel  is  the  very  foundation  of  our 
roducts.Our  PCF  railroad  cars,  our  Peterbilt  and  Kenworth  trucks,  our  Wagner 
fining  Equipment  vehicles,  our  Dart  mining  and  construction  vehicles,  our  Carco 
/inches  and  Gearmatic  hoists.  And  today-with  1976  sales  of  $1,001,410,000  and 
arnings  of  $50,637,000— we  can  say  the  formula  is  successful. 

S^^(^5^5flj|^  Inc 

For  a  copy  of  our  annual  report,  write  PACCAR  Inc,  Box  1518,  Bellevue,  Washington  98009 


We're  among  the  six  largest  papermakers  in  the  United  States. 

We  have  more  capacity  than  Mead,  Union  Camp,  Westvaco,  Potlatch, 
Boise  Cascade  and  many  other  fine  and  familiar  names. 

But,  a  lot  of  the  bankers,  investment  advisers,  brokers  and  market  analy 
we  are  just  beginning  to  reach  thought  of  us  until  recently  as  the  company  we 
used  to  be. 

But  now  they  are  aware  that  while  we  own  a  railroad,  a  coal  mine,  a  majo) 
paper  converter  and  a  large  paper  merchant,  we  own  them  because  they're 
directly  related  to  the  core  of  our  business:  making  paper. 

They're  now  aware  that  we  hold  commanding  shares  of  market  in  three 
important  areas  of  the  paper  business  —  and  that  these  areas  where  we're  leadl 
generate  95%  of  our  revenues. 

Linerboard  and  corrugating  medium.  We  make  it  in  one  of  the  industry's 
largest  and  most  efficient  plants  and  are  the  nation's  number  one  supplier  to  thi 
independent  box  makers,  who  have  22%  of  the  market. 

Business  communication  papers.  Paper  for  your  office  copier,  computer, 
letterhead.  We're  good  at  making  such  papers  and  at  selling  them  —  as  our  leac| 
market  position  demonstrates. 

Uncoated  groundwood  printing  papers.  The  kinds  used  in  mail-order  catal 
and  telephone  books.  We  have  more  uncoated  groundwood  capacity  than  any  tl 
other  United  States  producers  combined,  and  are  diversifying  this  relatively 
low-cost  product  to  serve  new  markets. 

In  the  last  five  years,  our  earnings  per  share  have  grown  at  an  average 
annual  rate  of  30%.  Further,  our  pre-tax  return  on  sales  has  increased  more  th 
150%  to  13.0%,  and  return  on  equity  has  doubled  to  14.4%. 

Our  NYSE  ticker  symbol  is  GNN  and  our  chairman  is  Sam  Casey.  He  waj 
to  send  you  an  annual  report,  a  10-K  and  a  fact  book  about  GNN. 

Write  to  him  at  Great  Northern  Nekoosa  Corporation,  75  Prospect  Streej 
Stamford,  Connecticut  06901. 


"I  can't  help  myself. 
I'm  in  love.  With  New  York'/ 

Do  you  know  how 
many  business  trips  I 
take  to  New  York?  Don't 
ask.  Do  you  know  how  I 
feel  about  it?  I  love  it. 
The  first  thing  I  do  is  call  the 
Diltmore.  Not  just  because  it's  handy 
It's  the  real  New  York.  Under  The  Clock. 
In  the  Diltmore  Bar.  Even  up  in  my 
room  I  get  the  same  feeling  I  did  the 
first  time  I  saw  this  city  and  I  couldn't 
stop  walking;  I  couldn't  stop  talking;  I 
couldn't  stop  looking  up. 

I  can't  help  myself.  I'm  in  love.  With 
New  York. 

And  when  I  have  to  leave  The 
Diltmore,  I  leave.  No  goodbyes.  I  give 
my  key  to  the  bellman.  They  bill 
me  later. 

I  remember  one  New  York  trip.  I 
had  to  stay  in  one  of  those  Where-Am-I 
hotels.  I  couldn't 
help  myself.  I 
hated  it. 

The  Siltmore 

43rd  ond  Madison 
(600)  221-2690.  In  New  York  Stare  coll 
(800)  522-6449  In  rhe  city  661-1717 

Coll  your  corporore  travel  office  or  travel  agent 


Trends  &  Tangents 


Homebuilding  in  the  Sun  Belt.  K 
ing  starts  in  California,  already 
third  higher  in  the  fourth  quarte 
1976  than  their  rate  for  the  full  i 
are  expected  to  continue  at  this 
celerated  pace  throughout  1971 
total  of  220,000  homebuilding  pel 
were  issued  in  California,  a  689 
crease  over  1975.  In  comparison, 
national  growth  rate  last  year 
32%.  Because  of  the  strong  Califc 
trend  and  exceptional  December 
January  activity  wherever  else  w< 
er  permitted,  Citicorp's  Adv 
Mortgage  subsidiary  has  revised 
ward  its  1977  homebuilding  pr 
tions  to  1.9  million  total  starts,  a 
increase  over  a  strong  1976. 


Forei 

Delivering  The  Goods 

In  law-abiding  Germany,  auto 
is  big  business.  About  65,000 
were  stolen  last  year,  about  3%  a 
those  registered,  despite  strictly 
forced   regulations   requiring  lojfl 
doors   and  ignitions.   In  not-so-1 
abiding  Italy,  the  figure  was  264) 
including  80,000  autos  belongini 
tourists,  mostly  German.  Car  thil 
it  seems,   love  the  Mercedes-^ 
though  not  for  the  car  itself.  Raj 
it  is  prime  "import-export  mere 
dise"  in  the  Middle  East  and  At 
Thieves  deliver  about  100  cars  a 
to  places  like  Kuwait  and  Lagos 
collect  up  to  $10,000  per  car  for 
trouble.  More  than  two-thirds  oil 
cars  are  never  recovered.  Middle 
and  African  buyers  can  order 
vehicles  by  model  and  color.  In  s 
contrast  to  Daimler-Benz,  which 
a  two-year  waiting  list  for  the 
cedes,  the  thieves  can  promise  I 
ery  within  30  days. 

No  Lack  Of  Landing  Space 

New  airports  are  springing  u 
the  Middle  East  almost  as  rapid! 
oil  wells.  The  United  Arab  Emii 
for  example,  with  a  combined 
about  the  size  of  Florida,  has 
airports  in  operation,  under  consi 
tion  or  planned.  The  UAE  is  appa 
ly  prepared  to  let  its  airports  s 
empty  most  of  the  day  in  order  t! 
tract  foreign  business,  as  witnesseB 
the  fact  that  one  international  aii 
has  only  one  scheduled  flight  a  v 
According  to  one  anecdote,  a 
who  was  scheduled  to  land  at  D 
mistakenly  landed  at  another  aii 
only  8  miles  away.  ■ 
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Filially. 
A  copier  with 

a  brain  at  a  price 


with  a  heart.  $2,995 


The  Saxon  3  plain  paper  copier 
brings  progress  to  small  busi- 
nesses. At  a  price  they  can  afford. 

We've  given  our  new  copier  an 
advanced  electronic  brain!'  An 
incredible  little  device  called  a 
microprocessor  that  actually  does 
the  job  of  thousands  of  conven- 
tional components.  Less  circuitry 
means  more  reliability.  If  anything 
should  happen,  the  entire  little 
brain"  can  be  replaced  by  a  Saxon  Service  Corps  technician 
i  minutes. 

More  basic  progress.  The  new  Saxon  3  has  a  new  push- 
lutton  control  panel.  So  it's  as  easy  to  operate  as  a  pushbutton 
'hone. 

It  all  adds  up  to  a  simple,  efficient  machine  that  fills  your 
dw  to  high  volume  requirements  with  consistently  crisp,  clear 
opies  on  plain  bond  paper. 

And  all  this  basic  progress  gives  you  some  very  basic 
avings 

The  Saxon  3  has  a  price  with  a  heart  It  sells  for  only 
2,995.  So  it  can  be  purchased  or  rented  for  less  per  month 
nan  just  about  any  other  plain  paper  copier  ever  made. 

A  step  forward  in  performance  A  step  back  in  price.  A  step 
i  the  right  direction  for  small  businesses 


F-3 


Why  not  take  the  next  step  and  call  us  collect  at 
(305)  558-1541.  Or  mail  our  coupon. 

Saxon  Business  Products,  Inc. 
13900  N  W.  57th  Court 
Miami  Lakes,  Florida  33014 

I  want  to  take  a  step  in  the  right  direction.  Send  me  more 
information  about  your  Saxon  3  copier  and  the  other  afford- 
able plain  paper  and  electrostatic  copiers  in  your  line. 


Name 


Title 


Company 


Address 


City 


State 


Zip 


Introducing  the 

saxon3 

plain  paper  copier 


We've  cut  the  price  of  progress. 


Saxon  is  a  registered  trademark  of  Saxon  Indu 


The  legend  continues... 


Mercedes-Benz  presents 


Announcing  an  important  new  de- 
sign from  Mercedes-Benz.  Sleek. 
Lean.  With  nimble  handling. 
Ample  space  for  five  adults.  Doz- 
ens of  ingenious  safety  provisions. 
And  fuel-injected  power  plants.The 
new  Mercedes-Benz:  Engineered 
like  no  other  car  in  the  world. 

The  new  Mercedes-Benz  required  a 
full  eight  years  to  perfect.  That  may 
seem  an  almost  leisurely  pace. 

However,  when  you  come  to  under- 
stand the  importance  of  this  new 
Mercedes-Benz  design,  and  the  sig- 
nificance of  its  many  engineering  inno- 
vations, you'll  see  that  it  couldn't  have 
been  produced  any  faster. 

New  suspension 

The  design  concept  of  the  new 
Mercedes-  Benz  represents  an  exquisite 
balance  among  the  needs  for  occupant 
protection,  refined  handling  charac- 
teristics, and  driver  comfort.  Maximiz- 
ing each  of  these  qualities  required  par- 
ticular engineering  finesse. 

Perhaps  the  major  achievement  is 
the  new  front  suspension.  It  is  a  sim- 
plified and  strengthened  front-end  con- 
struction, buttressed  with  special  gas- 
pressurized  shock  absorbers.  It  helps 


Three  distinctive  models.  Each  one  is  fuel  injected. 
One  of  them  will  meet  your  precise  driving  requirements. 


i  rfm         iCrE   Fit  , 

'  Engine  Type-Diesel,  4-cylinder, 
fuel  injection,  overhead 
camshaft,  5  main  bearings 

■  Displacement— 146.7  cu.  in. 

■  Fuel/Fuel  System  -  Diesel  #2, 
mechanical  fuel  injection 

1  Manual  Transmission  - 
4-speed,  fully  synchronized 

-Curb  Weight- 3210  lbs. 

-Overall  Height- 56.6" 

>  Overall  Length-190.9" 

■  Turning  Circle-37' 

•  Trunk  Capacity-17  7  cu  ft 

>  Passengers— 5 

>  Wheelbase-110" 


»  Engine  Type— Diesel,  5-cylinder, 
fuel  injection,  overhead 
camshaft,  6  main  bearings 

•  Displacement— 183.4  cu.  in. 

•  Fuel/Fuel  System -Diesel  #2, 
mechanical  fuel  injection 

•  Automatic  Transmission— 
4-speed,  torque  converter 

•  CurbWeight-3515lbs. 

•  Overall  Height-56.6" 
•Overall  Length- 190  9" 

•  Turning  Circle-  37' 

■  Trunk  Capacity- 17  7  cu  ft. 

•  Passengers— 5 

■  Wheelbase-  110" 


g  &  Q  g 

■  Engine  Type— 6-cylinder. 
continuous  fuel  injection, 
double  overhead  camshafts. 
7  main  bearings 

■  Displacement- 167.6  cu.  in. 

•  Breakerless,  transistorized 
ignition  system 

■  Automatic  Transmission- 
4-speed,  torque  converter 

>  Curb  Weight- 3530  lbs. 

>  Overall  Height-56.6" 

>  Overall  Length-190.9" 

•  Turning  Circle— 37' 

>  Trunk  Capacity-17  7  cu.  ft. 

>  Passengers— 5 

>  Wheelbase-110" 


the  new  Mercedes-Benz  deliver  precise 
steering  with  instant  response,  virtu- 
ally no  lean  in  braking  or  cornering  — 
and  straight-line  control  on  even  the 
roughest  roads.  What's  more,  the 
lubricated-for-life  ball  joints  are  com- 
pletely maintenance  free. 

There  are  dual-circuit  power  disc 


brakes  on  all  four  wheels  — just  as  ther 
have  been  on  all  Mercedes-Benz  a1 
tomobiles  since  1968. 

The  look  of  the  future 

This  new  design  is  a  fresh  look  f( 
Mercedes-Benz.  Closer  to  the  roai 


igular  new  achievement. 


htly  wider.  Clean-limbed.  The  new 

ct  is  subtle  but  undeniable. 

Inside,  there's  new  luxuriousness, 

i  ample  front  and  rear  legroom  and 

Broom.  And  the  trunk  offers  17.7 

ic  feet  of  usable  space. 

i  perceptive  observer  may  notice 

all  the  frame  members  supporting 
goof  seem  more  slender  than  in  pre- 
js  Mercedes-Ben:  models.  Actu- 

these  crucial  safety  members  have 
n  strongly  reinforced.  And  their 

shape  contributes  to  driver  visibil- 

Another  visibility  aid:  a  total  of 
>  square  feet  of  tinted  glass 
The  passenger  compartment  is  a 
•1  shell  surrounded  by  lateral' 
act-resistant  elements,  with  crush- 
•  safety  zones  in  front  and  rear. 


The  front  safety  zones  are  now 
creased  for  even  more  precisely  defined 
deformation  should  an  accident  occur. 

The  rear  crush  path  has  been 
lengthened  by  moving  the  gas  tank 
forward  to  a  protected  position  above 
the  rear  axle. 

And  in  front,  the  steering  mech- 
anism is  positioned  well  behind  the 
front  wheels  to  protect  it  inacollision. 

The  aesthetics  of  safety 

Study  the  dashboard's  well-thought- 
through  details  and  take  pleasure  in 
them.  The  sense  of  stark  elegance.  The 
intelligent  arrangement  of  switches 
and  controls.  The  impressively  sized 
steering  wheel  with  a  built-in  safety 
chest  pad.  Anatomically  designed  seats. 


Impact-resistant  handles  on  all  doors. 

Fore  and  aft,  a  new  type  of  energy- 
absorbing  bumper  flows  smoothlv  into 
the  car's  silhouette. 

The  new  Mercedes-Benz  is,  quite 
possibly,  a  masterpiece.  A  cursory  look 
will  indicate  that.  But  only  when  you 
take  the  wheel  will  you  recognize  the 
significant  difference  between  this  and 
all  other  cars.  Arrange  a  drive  with 
your  authorized  Mercedes-  /^T~^\ 
Benz  Dealer.  Then  you'll  /  4  \ 
agree:  the  legend  continues,  y^^^y 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 

©Merc-do- Ben:.  1976 


"Call  Tom  Gage. 
He'll  deliver 
coal  and 
nuclear  energy 
to  your  new  site." 

Tom  Gage  is  Omaha  Public 
Power  District's  industrial  develop- 
ment expert.  He  can  show  you  that 
Omaha-Southeastern  Nebraska  is 
loaded  with  dependable  electric 
power  from  fuel  sources  that  aren't 
subject  to  embargo  (coal  and 
nuclear).  OPPD's  Fort  Calhoun 
nuclear  plant  is  on-line  and  has 
produced  47%  of  the  electricity  used 
by  District  customers  in  1975.  In 
addition,  we  are  building  another 
coal-fired  unit  for  production  in 
1979.  This  combination  of  present 
capacity  and  planned  additions  will 
ensure  OPPD  customers  an  ade- 
quate supply  of  electric  power  at 
reasonable  rates.  If  you  want  spe- 
cific answers  to  specific  questions, 
give  Tom  a  call  at  (402)  536-4347. 

Omaha  Public  Power  District 

Member:  Mid  Continent  Area 
Power  Pool 
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Tom  Gage,  Manager- 
Area  Development 
Omaha  Public  Power  District 
1623  Harney  Street 
Omaha,  Nebraska  68102 
Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska. 


Name 
Title 


Company 
Address 
City 

State  


-Zip. 


Readers  Say 


Two  Birds,  One  Stone 

Sir:  Re  "Gas  Abroad  Costs  $1.50 
To  $2.50  A  Gallon"  (Fact  and  Com- 
ment, Feb.  1).  One  dollar  per  gallon 
additional  tax  times  a  100-billion  gal- 
lon annual  consumption  equals  $100 
billion— less  what's  conserved.  What  a 
start  in  revamping  the  income  tax. 
Two  birds  with  one  stone.  It's  too 
simple  to  have  merit. 

—R.B.  Bruce 
Chicago,  III. 

Rails  Can  Do  It 

Sir:  Contrary  to  bargemen  claims 
that  railroads  "couldn't  handle  more 
traffic  anyway"  (Jan.  15),  during  the 
Russian  grain  crisis  of  1973  the  rail- 
roads handled  nearly  a  threefold  in- 
crease in  grain  through  the  Gulf  ports 
while  barges  managed  only  a  5% 
increase. 

—James  M.  Souby  Jr. 

President, 
Western  Railroad  Association 
Chicago,  111. 

In  Praise  Of  Exxon 

Sir:  Your  comparison  of  the  two  ad- 
vertisements by  Exxon  and  Travelers 
Insurance  (Fact  and  Comment,  Feb. 
1 )  seems  to  be  inverted.  Travelers  sim- 
ply says  they  are  paying  out  more 
than  they  take  in  and  intend  to  yell 
for  help.  Exxon  reminds  readers  that 
energy  alternatives  must  be  judged  by 
such  hard  criteria  as  economic  return 
to  the  user  and  developer,  minimiza- 
tion of  system  complexity  and  waste, 
and  consumption  of  capital  and  ma- 
terials. As  for  putting  down  solar  en- 
ergy and  casting  suspicion  on  its  prof- 
itability, it  is  better  to  accurately  de- 
scribe the  progress,  which  is  very  slow, 
than  to  tout  the  "obvious"  benefits  as 
most  discussions  do. 

—William  P.  Moran 
College  of  Engineering  and 
Physical  Sciences, 
University  of  Tulsa 
Tulsa,  Okla. 


Doesn't  Depreciate? 

Sir:  In  As  I  See  It  (Jan.  15), 
Anthony  Frank  says  "the  only  hous- 
ing that's  within  the  reach  of  poor 
people  is  the  only  housing  that  de- 
preciates. That's  what  I  have  against 
mobile  homes."  That  is  not  necessarily- 
true  anywhere  and  is  certainly  not 
true  in  California.  Where  deprecia- 
tion always  holds  is  when  poor  credit 
judgment  on  the  part  of  the  lending 
community  results  in  a  multitude  of 
repossessions.  Good  lending  practices 


keep  a  marketplace  away  from  this 
predicament  and  result  in  an  overall 
appreciation  of  mobile  homes.  It  all 
begins  with  the  lender. 

— Roger  T.  Kirwan 
Santa  Ana,  Calif. 


Simple  Solution 

Sir:  I  have  just  come  up  with  the 
solution  to  inflation;  move  the  deci- 
mal point  one  place  to  the  left. 

-Ruth  B.  Eddy 
Durham,  N.C. 

Superfluity? 

Sir:  In  "Obfuscation,  Inc."  (Feb. 
15),  while  making  accounting  lan- 
guage more  perfectly  clear,  you  are 
sacrificing  one  of  the  seven  important 
"c's"  of  effective  writing— "conciseness" 
—for  another— "clarity."  In  the  box 
chart,  I  count  117  new  words  to  ex- 
plain what  formerly  required  50  old 
words.  Why  don't  we  rename  the  arti- 
cle "Superfluity,  Inc."? 

-Wayne  W.  Westbrook 
Dept.  of  English 
Central  Connecticut  State  College 
New  Britain,  Conn. 


Poor  Example 

Sir:  Regret  as  I  do  the  lost  grace 
of  accepting  a  gift— and  not  perceiving 
it  to  be  an  attempted  bribe— I  still 
believe  that  Mr.  Henry  Ford  should 
have  adhered  to  his  company's  policy 
( Fact  and  Comment,  Feb.  1 ) .  Henry's 
policy  might  have  been  better  than 
Ford  Motor's,  but  his  example  certain- 
ly was  not. 

—Bhikhaji  M.  Maneckji 
Providence,  R.l. 

Playing  Post  Office 

Sir:  Reader  Clifton's  concern  that 
the  term  "mailbox"  could  be  consid- 
ered sexist  (Readers  Say,  Feb.  15) 
prompts  me  to  suggest  "letterbox."  But 
that  sounds  like  'let  her  box"  and 
could  also  be  considered  sexist.  Inas- 
much as  "personbox"  sounds  ridicu- 
lous," I  suggest  "postbox." 

-Buell  R.  Snyder 
Beachwood,  N.J. 

Sir:  Why  not  (His)  mailbox  and| 
(  Her )  f emailbox? 

—Mack  A.  Gasaway  Jr. 

St.  Louis,  Mim 

Sir:  Mail  service  is  a  disaster  so 
the  men  want  to  share  it  with  the 
ladies. 

—Wanda  Mourant 
Farmington  Hills,  Mich. 
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Finally 

\&ntage 

Longs. 


rhe  first  long  cigarette  to  bring 
good  taste  to  lowtar  smoking. 

Like  a  lot  of  smokers  you  may  like  the  idea  of  a  longer  cigarette.  You  may  also  want  low  tar. 
But  longer  cigarettes  usually  have  more  tar. 
Well,  Vantage  just  wouldn't  go  along  with  that. 

So  we  worked.  Until  we  could  perfect  a  longer  cigarette  with  the  famous  Vantage  combination  of 
flavor  and  low  tar. 

Not  the  lowest  long  cigarette  you  can  find.  But  very  possibly  the  lowest  that  you  will  enjoy. 

New  Vantage  Longs.  A  blend  of  flavor-rich  tobaccos  with  tar  levels  held  down  to  the  point  where 
id  taste  still  comes  through. 

That's  the  Vantage  point.  And  that's  the  point  of  Vantage  Longs.  Never  before  has  there  been  a 
g  cigarette  quite  like  it. 

Try  a  pack  today  and  see  if  you  go  along  with  us. 

-R  J  HEYNQLQS  TOBACCO  CO 

laming:  The  Surgeon  General  Has  Determined 
lat  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 
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"Call  Tom  Gage. 
He'll  deliver 
coal  and 
nuclear  energy 
to  your  new  site/" 

Tom  Gage  is  Omaha  Public 
Power  District's  industrial  develop- 
ment expert.  He  can  show  you  that 
Omaha-Southeastern  Nebraska  is 
loaded  with  dependable  electric 
power  from  fuel  sources  that  aren't 
subject  to  embargo  (coal  and 
nuclear).  OPPD's  Fort  Calhoun 
nuclear  plant  is  on-line  and  has 
produced  47%  of  the  electricity  used 
by  District  customers  in  1975.  In 
addition,  we  are  building  another 
coal-fired  unit  for  production  in 
1979.  This  combination  of  present 
capacity  and  planned  additions  will 
ensure  OPPD  customers  an  ade- 
quate supply  of  electric  power  at 
reasonable  rates.  If  you  want  spe- 
cific answers  to  specific  questions, 
give  Tom  a  call  at  (402)  536-4347. 

Omaha  Public  Power  District 

Member:  Mid-Continent  Area 
Power  Pool 
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Tom  Gage,  Manager- 
Area  Development 
Omaha  Public  Power  District 
1623  Harney  Street 
Omaha,  Nebraska  68102 
Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska. 


Name 
Title 


Company 

Address 

City 


State 


Readers  Say 


Two  Birds,  One  Stone 

Sir:  Re  "Gas  Abroad  Costs  $1.50 
To  $2.50  A  Gallon"  (Fact  and*  Com- 
ment, Feb.  1).  One  dollar  per  gallon 
additional  tax  times  a  100-billion  gal- 
lon annual  consumption  equals  $100 
billion— less  what's  conserved.  What  a 
start  in  revamping  the  income  tax. 
Two  birds  with  one  stone.  It's  too 
simple  to  have  merit. 

—R.B.  Bruce 
Chicago,  III. 

Rails  Can  Do  It 

Sir:  Contrary  to  bargemen  claims 
that  railroads  "couldn't  handle  more 
traffic  anyway"  (Jan.  15),  during  the 
Russian  grain  crisis  of  1973  the  rail- 
roads handled  nearly  a  threefold  in- 
crease in  grain  through  the  Gulf  ports 
while  barges  managed  only  a  5% 
increase. 

—James  M.  Souby  Jr. 

President, 
Western  Railroad  Association 
Chicago,  III. 


In  Praise  Of  Exxon 

Sir:  Your  comparison  of  the  two  ad- 
vertisements by  Exxon  and  Travelers 
Insurance  (Fact  and  Comment,  Feb. 
1 )  seems  to  be  inverted.  Travelers  sim- 
ply says  they  are  paying  out  more 
than  they  take  in  and  intend  to  yell 
for  help.  Exxon  reminds  readers  that 
energy  alternatives  must  be  judged  by 
such  hard  criteria  as  economic  return 
to  the  user  and  developer,  minimiza- 
tion of  system  complexity  and  waste, 
and  consumption  of  capital  and  ma- 
terials. As  for  putting  down  solar  en- 
ergy and  casting  suspicion  on  its  prof- 
itability, it  is  better  to  accurately  de- 
scribe the  progress,  which  is  very  slow, 
than  to  tout  the  "obvious"  benefits  as 
most  discussions  do. 

—William  P.  Mown 
College  of  Engineering  and 
Physical  Sciences, 
University  of  Tulsa 
Tulsa,  Okla. 


Doesn't  Depreciate? 

Sir:  In  As  I  See  It  (Jan.  15), 
Anthony  Frank  says  "the  only  hous- 
ing that's  within  the  reach  of  poor 
people  is  the  only  housing  that  de- 
preciates. That's  what  I  have  against 
mobile  homes."  That  is  not  necessarily 
true  anywhere  and  is  certainly  not 
true  in  California.  Where  deprecia- 
tion always  holds  is  when  poor  credit 
judgment  on  the  part  of  the  lending 
community  results  in  a  multitude  of 
repossessions.  Good  lending  practices 


keep  a  marketplace  away  from  this 
predicament  and  result  in  an  overall 
appreciation  of  mobile  homes.  It  all 
begins  with  the  lender. 

—Roger  T.  Kirwan 
Santa  Ana,  Calif. 


Simple  Solution 

Sir:  I  have  just  come  up  with  the 
solution  to  inflation;  move  the  deci- 
mal point  one  place  to  the  left. 

-Ruth  B.  Eddy 
Durham,  N.C. 


Superfluity? 

Sir:  In  "Obfuscation,  Inc."  (Feb. 
15),  while  making  accounting  lan- 
guage more  perfectly  clear,  you  are 
sacrificing  one  of  the  seven  important 
"c's"  of  effective  writing— "conciseness" 
—for  another— "clarity."  In  the  box 
chart,  I  count  117  new  words  to  ex- 
plain what  formerly  required  50  old 
words.  Why  don't  we  rename  the  arti- 
cle "Superfluity,  Inc."? 

-Wayne  W.  Westbrook 
Dept.  of  English 
Central  Connecticut  State  College 
New  Britain,  Conn. 


Poor  Example 

Sir:  Regret  as  I  do  the  lost  grace 
of  accepting  a  gift— and  not  perceiving 
it  to  be  an  attempted  bribe— I  still 
believe  that  Mr.  Henry  Ford  should 
have  adhered  to  his  company's  policy 
( Fact  and  Comment,  Feb.  1 ) .  Henry's 
policy  might  have  been  better  than 
Ford  Motor's,  but  his  example  certain- 
ly was  not. 

—Bhikhaji  M.  Maneckji 
Providence,  R.I. 

Playing  Post  Office 

Sir:  Reader  Clifton's  concern  that) 
the  term  "mailbox"  could  be  consid- 
ered sexist  (Readers  Say,  Feb.  15) 
prompts  me  to  suggest  "letterbox."  But 
that  sounds  like  'let  her  box"  and  I 
could  also  be  considered  sexist.  Inas- 
much as  "personbox"  sounds  ridicu- 
lous," I  suggest  "postbox." 

—Buell  R.  Snyder 
Beachwood,  N.J. 

Sir:  Why  not  (His)  mailbox  and 
(  Her )  femailbox? 

—Mack  A.  Gasaway  Jr. 
St.  Louis.  Mol 

Sir:  Mail  service  is  a  disaster  so 
the  men  want  to  share  it  with  the 
ladies. 

—Wanda  Mourant 
Farmington  Hills,  Mich.l 
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Finally 


vantage 

Longs. 


"he  first  long  cigarette  to  bring 
*ood  taste  to  lowtar  smoking. 

Like  a  lot  of  smokers  you  may  like  the  idea  of  a  longer  cigarette.  You  may  also  want  low  tar. 
But  longer  cigarettes  usually  have  more  tar. 
Well,  Vantage  just  wouldn't  go  along  with  that. 

So  we  worked.  Until  we  could  perfect  a  longer  cigarette  with  the  famous  Vantage  combination  of 
flavor  and  low  tar. 

Not  the  lowest  long  cigarette  you  can  find.  But  very  possibly  the  lowest  that  you  will  enjoy. 

New  Vantage  Longs.  A  blend  of  flavor-rich  tobaccos  with  tar  levels  held  down  to  the  point  where 
d  taste  still  comes  through. 

That's  the  Vantage  point.  And  that's  the  point  of  Vantage  Longs.  Never  before  has  there  been  a 
;  cigarette  quite  like  it. 

Try  a  pack  today  and  see  if  you  go  along  with  us. 


J  REYNOLDS  TOBACCO  CO 


arning :  The  Surgeon  General  Has  Determined 
at  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette,  by  FTC  method. 


What  is  Case  doing 
o  help  keep  America 

the  beautiful? 


5  the  leading  producer  of  digging 
nent  in  North  America,  Case  is  helping 
lutter  our  skylines.  Our  customers  are 
g  electric  and 
lone  lines  un- 
und — and  elim- 
g  the  need  for 
itly  poles. 
I  told,  131,600 
>f  wire  and  cable 
jnderground  in 
n  America.  And 
itors  of  Case 
lent  helped  put 
Df  it  there, 
acing  electric, 
one  and  cable 
js  underground 


Playing  an  important  role  in  underground  installations:  Foreground, 
Case  Loader/Backhoe.  Rear,  Drott  Excavator.  For  more  information, 
write  J  I  Case  Company,  Racine,  Wisconsin  53404 


Deautify  the  landscape.  These  essential 
>  are  then  protected  from  the  hazards  of 
:>rms  and  vandalism,  minimizing  service 
ptions. 

addition  to  laying  this  massive  network 
lerground  cables,  there  were  29,000 


miles  of  non-pressure  sewer  pipe  lowered 
and  649,000  miles  of  gas  distribution  lines 
connected  in  the  U.S.  alone. 

Much  of  this 
nationwide  effort  was 
accomplished  by 
machines  such  as  the 
Case  Company's  Drott 
Excavators,  Case 
Loader/Backhoes,  and 
Davis  Trenchers  like 
the  one  shown  at  left. 

Underground 
utilities  are  an  impor- 
tant contribution  to 
keeping  America  the 
beautiful.  Case — #1 
producer  of  digging 
equipment — is  proud  to  help.  Digging  is  a  big 
business.  So  big,  in  fact,  that  Case  ranks  in  the 
top  3  producers  of  all  construction  machinery 
in  North  America. 


J  I  Case 

A  Tenneco  Company 


LTENNECOj 


■ 


•12  YEARS  OLD  WORLDWIDE   BLENDED  SCOTCH  WHISKY  ■  86  PROOF  •  GENERAL  WINE  &  SPIRITS  CO  .  NEW  YORK.  N  Y.  PRICES  MAY  VARY  ACCORDING  TO  STATE  AND  LOCAL T 


If  youVe  been  t  uying  Chivas  Regal  just  for  the  lata 

we  ean  save  you  the  $13.00.* 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


THE  SEC'S  REPLACEMENT-COST  ACCOUNTING  RULE 

will  result  in  such  misleading  absurdities  that  it  will  itself  be  promptly  replaced.  Let  us  hope. 

WHY  NOT  GUARANTEE  LIFETIME  JOBS? 


The  United  Steelworkers  are  demanding  in  their  con- 
ict  negotiations  "a  job  for  life  with  a  decent,  respectable 
2ome  for  life." 


And  why  not?— so  long  as  the  unions  can  guarantee 
each  steel  company  security  and  decent,  respectable  prof- 
itability for  life. 


iggestion  for  a  FORBES  editorial  from  Reporter  Esther  Dyson: 

"Why  not  a  Fact  and  Comment  along  these  lines:  Ed  Sadlowski,  to  run  their  pension  fund.  This  vitriolic  critic 

"If  I  were  Lloyd  McBride,  who  won  the  bitter  election  of  the  free  enterprise  system  might  leam  how— and  for 
ht  to  head  the  Steelworkers'  Union,  I'd  ask  his  opponent,     whom— the  system  really  works." 


IF  YOU  HAVE  ANY  MONEY,  START  QUAKING 


If  you  are  making  more  money  than  half  the  people;  or 
a  rich  relation  left  you  some  when  they  left;  or  if  you 
?  looking  forward  hopefully  to  some  Wealthy's  demise, 
;  trouble  is  just  around  the  corner.  You'd  better  expect  to 
ce  home  less  of  what  you  earn  and  to  keep  even  less  of 
lat  you  might  be  left. 

'Cause  Harvard  Professor   (former  Assistant  Treasury 
cretary  for  tax  policy)  Stanley  Surrey's  boys  are  saddling 
all  over  the  Treasury  Department.  These  scions  of  that 
»st  astute  Soak-The-Rich  Stumper  will  be  writing  the  new 


Administration  tax  revisions— and  if  you  don't  know  what 
their  Guru  preaches,  read  his  Forbes  interview  (Dec.  15). 

When  the  Administration's  tax  proposals  receive  the 
Carter  imprimatur  and  head  for  Capitol  Hill,  we'll  know 
a  bit  more  about  what  Treasury  Secretary  Blumenthal  is 
made  of  and  what  the  President  really  has  in  mind  for 
the  unneedy  of  the  nation. 

We  might  even  end  up  praising  the  Lord  for  the  com- 
mon sense  of  Congress. 

What  a  switch  that'd  be. 


NOTES  ON  A  NEW  ZEALAND  VISIT 


The  most  English  of  all  the  former  Empire  col- 
ies,  New  Zealand  is  uniquely  blessed  with  more 
imatic  natural  beauty,  agricultural  bounty  and 
tnogeneous  people  than  any  other  British-flavored 
d,  including  Britain  itself.  The  very  rich  are  few, 
!  very  poor  perhaps  fewer.  With  just  over  3  mil- 
i  people  to  share  its  blessings,  and  with  a  com- 
itive  edge  from  an  appreciably  lower  pay  scale 
in  its  only  near  neighbor  Australia,  New  Zea- 
d  is  nervously  content  with  its  blessings. 
Weekends  and  holidays  are  more  sacred  than  the  five 
ys  of  work,  but  when  New  Zealanders  work,  they  do- 


Prime  Minister 
Muldoon 


which  is  hardly  in  the  current  homeland  tradition. 

Though  it's  meant  some  belt-tightening,  they've 
survived  the  pound's  plunge  better  than  most  Ster- 
ling lands,  despite  the  fact  that  Britain  is  the  big- 
gest customer  for  New  Zealand's  biggest  industiy, 
sheep-dominated  food  processing.  Tourism  is  the 
second  major  industry,  producing  ever  more  income 
as  the  fame  of  New  Zealand's  fishing,  fjords,  sports 
and  scenery  spreads.  Though  getting  there  is 
most  of  the  cost,  more  people  are  taking  the  trip. 
Having  just  motorcycled  from  one  end  almost  to  the 
other,  I  can  assure  you  that  while  our  winter  is  their 
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summer,  the  terms  are  relative.  I  quickl)  added  Kiwi-pro- 
duced merino  wool  long  johns  and  a.  sheep-lined  jacket 
to  the  travel  kit.  Christchurch,  after  all,  is  where  the  U.S. 
has  its  Antarctic  deployment  base,  and  the  whole  coun- 
try is  closer  to  that  pole  than  to  the  equator. 

Not  long  ago,  this  country  of  conservative  socialists 
bounced  their  Labour  government  to  try  the  less  doc- 
trinaire opposition  led  by  plainspoken,  plain-living  Prime 
Minister  Robert  Muldoon.  He  tackles  the  country's  eco- 
nomic challenges  with  the  same  pugnacious  certainty  and 
joy  that  he  applies  to  his  political  opponents.  It  was  stim- 
ulating talking  with  him,  to  hear  him  express  his  thoughts 
with  a  candor  and  the  colorful  words  that  sometimes 
jolt  his  partisans  as  much  as  others.  Mr.  Muldoon  is  a 
sophisticated  monetary  expert  who  can  "prove"  that  the 
New  Zealand  buck  has  suffered  very  little  inflation- 
no  matter  what  the  shopping  housewives'  experiences  may 
be  to  the  contrary. 

He  hopes  to  visit  Carter  later  this  year,  and  I  think 


the  President  will  enjoy  talking  with  him.  Not  only  ii 
his  shopping  list  relatively  modest  ("a  little  more  beef  im 
ports,  please,  along  with  some  openings  for  our  dairj 
products"),  but  he's  eager  to  spend  any  such  additiona 
Take  on  expanding  New  Zealand's  contribution  to  ANZUS 
the  defense  pact  'twixt  New  Zealand,  Australia  and  the  U.S, 

On  the  subject  of  ambassadors,  Mr.  Muldoon  expressed  s 
preference  I'd  never  heard  before,  one  that's  quite  differen; 
from  President  Carter's  announced  determination  to  nan 
most  of  ours  from  professional  foreign  service  ranks.  "You 
American  ambassador  [Armistead  Selden  Jr.]  is  a  grea 
success  here  because  he's  a  politician,  and  they're  alway 
easier  to  deal  with  than  professionals  who  don't  seem  1 
understand  some  of  the  political  necessities,  or  businessma 
who  don't  understand  what's  possible  and  not  possible  i 
you're  in  public  life." 

He's  got  a  point. 

Americans  will  get  as  big  a  charge  out  of  his  visit  her 
as  they'll  get  from  visiting  Kiwiland  itself. 


THE  NEXT  CENTURY— THE  YEAR  2000 


Sounds  like  a  long  way  off,  doesn't  it. 

On  the  other  hand,  for  some  of  us  it  seems  like  yester- 
day when  Ike  was  in  the  White  House,  the  U.S.  Senate 
censured  Joe  McCarthy  and  the  Supreme  Court  unan- 


imously ruled  that  racial  segregation  in  public  schoq 
was  unconstitutional. 

Yet  that  was  23  years  ago. 

And  the  next  century's  only  23  years  away. 


BEEFEATERS  ON,  KONG  A  DINGDONG 

To  many,  Beefeaters  is  almost  a  generic  term  for 
gin.  This  ad,  based  on  that  premise,  displays  a  de- 
lightful touch  of  genius.  And  if  those  who  don't  get 
it  are  curious  enough  to  ask  those  who  do  for  an  ex- 
planation, the  residual  impact  has  to  be  very  effective. 
I  suppose  critics  could  say  that  it  is  too  subtle  to  sell 
those  unfamiliar  with  Beefeater.  I  don't  agree. 

On  the  other  hand,  look  at  this  tasteless  King 
Kong  tie-in  by  Macy's  in  San  Francisco.  Here's  a 
perfect  example  of  cleverness  that  isn't— unless  apes 
are  their  market. 


MOVIES:  TO  SEE  AND  NOT  TO  SEE 


Network— Every  five  minutes  or  so  someone  explodes  in 
exhortatory  oratory— including  before,  during  and  after  sex. 
\\  ith  half  as  many  speeches,  this  Moviedom's-Revenge- 
on-TY  would  be  worth  a  couple  of  the  ten  Academy 
Award  nominations  the  movie  industry  has  given  it. 
The  Late  Show— For  an  intense-suspense  number,  it's 
bloody  funny,  sometimes  intentionally  so.  Rocky— It  real- 
ly rocks  you.  Pow!  Wow!  See  it!  Small  Change-What  a 
joy!  The  daily  living,  problems,  heartaches,  hopes  of  school- 
age  youngsters  in  Fiance.  Humorful  and  unsaccharinous. 

IF  YOU  DON'T  HAVE  ALL  THE  ANSWERS 

when  you're  under  21,  you  never  will. 
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The  Big  Bus  apparently  didn't  go  anywhere,  and  the 
must  be  something  wrong  with  me  because  I  thought 
was  the  funniest  movie  I'd  seen  in  years.  Pumping  Iron 
To  the  total  surprise  of  everyone,  this  documentary's  I 
delight  for  everyone,  conveying  with  warmth  and  goj 
humor  an  understanding  of  what  mostly  motivates  th 
usually  and  easily  maligned  species,  muscle  men.  Tl 
Last  Tycoon— Even  an  Important  Motion  Picture  should 
require  such  an  effort  to  sit  through.  A  series  of  animai 
stills  with  lines  even  more  wooden  than  the  acting. 

TO  BE  TOO  INNOCENT 

is  both  dumb  and  dangerous. 

-Malcolm  S.  Forbb 

Editor-in-Chi 


Dther  Comments  

Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F '. 


xchange  Seat  for  Cab  Seat 

In  the  world  of  John  O'Hara  nov- 
s,  fathers  sometimes  launched  their 
ns  in  life  by  buying  them  a  seat  on 
e  New  York  Stock  Exchange.  Now- 
lays,  looking  at  it  just  as  an  invest- 
ent,  Daddy  might  be  better  advised 

get  the  kid  a  cab.  Since  1969,  the 
ice  of  a  stock  exchange  seat  has 
idded  from  $515,000  to  a  recent  low 
$40,000.  In  the  meantime,  the 
ice  of  a  New  York  City  taxi  medal- 
>n,  required  of  all  metered  cabs  and 
»ught  and  sold  just  as  stock  exchange 
ats  are,  has  doubled  from  $21,000 

$42,000. 

—Money 

he  Great  Swine  Flu 
pidemic  of  1918 

In  the  last  week  of  October,  1918, 
700  Americans   died  "over  there" 

battle  against  the  Kaiser's  army, 
le  same  week  21,000  Americans 
ed  of  influenza  in  the  United  States. 
.  The  [first  World  War]  had  killed 
er  21  million  people  in  four  years 

conflict;  the  influenza  epidemic 
ok  approximately  the  same  toll  in 
•out  four  months.  .  .  . 


As  for  the  viral  holocaust,  the  most 
able  medical  men  of  the  time  admit- 
ted that  all  their  efforts  had  probably 
not  limited  the  epidemic  by  an  hour. 
One  doctor  called  it  the  medical  ca- 
tastrophe of  all  time.  Why  it  began, 
why  it  ended,  where  it  went,  no  one 
knows  to  this  day.  Like  a  malign  com- 
et, the  Spanish-influenza  epidemic  of 
1918  sped  over  the  earth,  took  21  mil- 
lion lives,  and  vanished. 

—Joseph  E.  Persico, 
American  Heritage 

Instruction  to  Diplomats 

Avoid  all  simple  and  direct  words. 
You  run  the  risk  of  being  understood. 
And  you  can  easily  imagine  what  that 
could  do  to  the  international  dialogue. 

— Tarzie  Vittachi,  Horizon 

The  Prying  Eye 

There's  surely  a  dividing  line  some- 
where between  what  is  rightly  pri- 
vate and  properly  public.  The  per- 
plexing question  is  where  it  lies.  How 
much  do  we  have  a  right  to  know 
about  the  private  lives  of  those  who 
serve  us?  How  much  invasion  of  pri- 
vacy is  the  price  of  public  office? 

There  are  no  easy  guiding  princi- 


ples for  the  media.  It's  much  like  try- 
ing to  codify  ethics,  unnecessary  for 
those  who  have  them,  futile  for  those 
who  don't.  I  can  only  confess  that  as 
one  member  of  the  media  I  have  an 
uneasy  feeling  that  we  not  only  some- 
times cross  the  line  but  forget  that  it 
even  exists. 

—Vermont  Roystei , 
Wall  Street  Journal 

Has  There  Been  a  Real 
Sexual  Revolution? 

No.  In  many  ways  the  so-called 
sexual  revolution  is  a  step  backward 
for  women.  Women  are  only  freer  to 
say  yes,  not  no.  If  the  sexual  revo- 
lution only  means  that  women  are 
free  to  have  sex  with  strangers,  the 
way  men  do,  that's  revolting— and  not 
liberating.  Women  don't  want  to  be 
free  to  adopt  the  male  model  of  sex- 
uality. They  want  to  find  their  own. 

—Dr.  Shere  Hite  in  People 

Liberals  Have  To  Be  Rich 

The  upper  classes  can  economical- 
ly afford  to  think  liberally  of  their 
fellow  humans. 

—James  Jones,  WW  11 


A  GOOD  WORD  FOR  THE  SEC 


The  Securities  &  Exchange  Com- 
mission is  requiring  most  major  cor- 
porations to  reveal  replacement 
costs  for  inventories  and  depreci- 
able plant  and  equipment  in  foot- 
notes of  their  1976  annual  state- 
ments. The  ruling  has  come  under 
heavy  fire.  Critics  deliver  a  number 
of  telling  blows.  Among  them: 

•  Replacement  costs  are  esti- 
mates. We're  dealing  with  ball  park 
figures  here,  not  precise  numbers. 

•  Corporations  are  not  allowed 
to  offset  from  higher  replacement 
costs  their  estimates  of  the  operat- 
ing savings  that  would  be  realized 
from  those  replacements.  A  new 
factory  would  obviously  be  more 
efficient  than  an  old  one,  yet  in- 
vestors have  to  dig  out  manage- 
ment's estimate  of  such  savings  in 
the  narrative  that  accompanies  the 
SEC  disclosures. 

•  While  inflation  increases  re- 
placement costs,  it  also  decreases  a 
company's  "real"  debt  burden. 
Twenty  years  from  now,  a  dollar 
will  be  worth  a  whole  lot  less  than 
it  is  today.  Yet  the  SEC  requires 
no    revaluation    for    such  mone- 


By  M.S.  Forbes  Jr. 

tary  items  as  debt  and  receivables. 

These  points,  and  others,  are  all 
well  taken.  Nonetheless,  the  critics 
seem  to  be  concentrating  on  the 
trees  and  missing  the  forest. 

The  forest  is  inflation.  In  periods 
of  volatile  inflation,  the  earnings 
that  companies  report  in  their  quar- 
terly and  annual  statements  can  be 
more  misleading  than  the  much- 
maligned  SEC  numbers  will  be. 

In  1973-74  reported  earnings 
soared— and  the  stock  market 
crashed.  Why?  Because  a  number 
of  investors  sensed  that  earnings 
(and  corporate  assets)  were  being 
ravaged  by  inflation.  When  earn- 
ings for  that  period  are  adjusted 
for  inflation  along  the  lines  of  the 
SEC,  it  turns  out  that  "real  profits 
were  indeed  tumbling.  In  1975  re- 
ported profits  fell  while  the  stock 
market  rallied.  Wise  investors 
sensed  that,  with  inflation  falling, 
real  earnings  were  actually  improv- 
ing, and  they  were  right.  Profits  ad- 
justed for  replacement  costs  were 
moving  up. 

Faulkner,  Dawkins  &  Sullivan,  an 
institutional  research  firm,  has  done 


some  impressive  work  in  this  area 
(see  Forbes,  Mar.  1,  p.  68).  Using 
numbers  from  the  Department  of 
Commerce  National  Income  & 
Product  Accounts,  the  firm  plotted 
corporate  profits  adjusted  for  re- 
placement costs  with  the  S&P  400 
over  a  period  of  years.  The  correla- 
tion was  close,  far  closer  than  with 
unadjusted  profits. 

Investors  shouldn't  let  the  num- 
erous flaws  of  what  the  SEC  has 
wrought  blind  them  to  its  signif- 
icance for  stock  prices.  As  William 
Easman,  the  man  who  heads  Faulk- 
ner, Dawkins'  research  in  this  area, 
puts  it:  "I'd  rather  be  vaguely  right 
than  precisely  wrong." 

Moreover,  the  SEC  disclosures 
will  provide  powerful  evidence  for 
a  key  contention  of  businessmen, 
namely,  that  thanks  to  inflation 
many  companies  have  been  under- 
depreciating  their  assets  and  have 
thereby  been  overpaying  their  cor- 
porate income  taxes. 

In  the  face  of  withering  criticism 
the  SEC  should  seek  to  correct  the 
shortcomings  of  this  project,  not 
scrap  it. 
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Some  automakers  are  about 
to  introduce  an^engine  of  the  future' 
that  we  Ve  been  building  since 1922. 

In  the  next  few  months,  some  automobiles  will  start 
blowing  their  horns  about  an  amazing  new  engine 
that's  ideally  suited  to  tomorrow's  driving  needs. 

You'll  be  hearing  how  this  engine  saves  fuel  by  get- 
ting superb  mileage.  You'll  also  be  hearing  how  it  saves 
money  by  never  needing  tuneups  and  by  using  a  fuel 
that  nationally  averages  11*  a  gallon  less  than  unleaded 
gasoline. 

The  engine  you'll  be  hearing  about  is  the  diesel. 
And  every  thing  you'll  be  hearing  about  it  is  true, 
except  one:  It's  not  new. 

Actually,  the  first  diesel  automobile  engine  was  built 
in  1922.  And  we,  Peugeot,  were  the  ones  who  built  it. 
Since  1928,  when  we  started  production,  we've  built 
more  than  a  million  light  diesel  engines. 

So  we've  learned  a  few  things  that  some  of  the 
newcomers  probably  haven't. 

First,  we  know  that  a  diesel  engine  must  be  strong, 
to  withstand  three  times  as  much  compression  stress  as 
a  gasoline  engine.  So  instead  of  taking  a  gasoline 
engine  and  beefing  up  one  or  two  parts — like  Volkswa- 
gen and  General  Motors,  for  example— we  built  extra 


strength  into  every  part  of  the  Peugeot  diesel  engim 
Into  the  block.  Into  the  crank.  Into  the  rods.  Into  rl 
bearings.  For  a  total  of  some  100  pounds  of  exti 
strength,  compared  to  an  equivalent  gas  engine. 

Second,  we  know  that  there's  more  to  a  car  than  i 
engine.  So  we  gave  the  1977  Peugeot  Diesel  Sedz 
more  than  an  engine  that  gets  an  E. P.  A. -estimated  I 
mpg  highway,  28  mpg  city, +  and  never  needs  tuneuj 
(just  change  the  oil  and  filter  every  3,000  miles). 

We  gave  it  much  the  same  headroom  and  legroom 
you'd  find  in  a  full-size  luxury  sedan.  And  many  of  tB 
same  luxuries:  Power-assisted  brakes  and  steerin) 
Electric  front  windows.  Tinted  glass.  A  sunroof.  Foi) 
wheel  independent  suspension  for  a  smooth,  stable  rid) 
Optional  automatic  transmission. 

And  we  subject  some  46,000  points  on  eve 
Peugeot  Diesel  to  rigid  quality  controls — including 
stiff  test-drive — before  it  leaves  the  factory. 
^So  while  other  carmakers  may  be  starting  to  bui 
diesels,  they're  still  a  long  way  frdj 
aiding  Peugeots. 


Forbes 


Buying  Back  Belfast? 

nterned  in  British  jails,  IRA  members  learned  to  make 
tetter  bombs.  And  some  learned  how  to  run  a  business. 


y  MARILYN  DAMMERMAN 

.t  5  p.m.  some  streets  of  downtown 
ielfast  are  crowded  to  the  curbs  with 
nes  of  tired  workers.  They  stand  out- 
ide  the  "ring  of  steel"— the  barri- 
ades  set  up  by  the  British  Army  to 
rotect  the  central  shopping  area  of 
lorthern  Ireland's  capital  from  terror- 
>m.  They  are  queuing  up  for  taxis. 

Why  taxis?  Because  the  bus  ser- 
ice  to  their  part  of  town  is  erratic 
nd  expensive.  The  cabs  are  mostly 
erelict  versions  of  the  big  black  Lon- 
on  taxis  that  seat  up  to  ten.  For  25 
ents  a  ride  they  run  the  length  of 
iie  Falls  Road,  the  main  street  of  the 
]atholic  ghetto,  and  will  pick  up  or 
rop  off  passengers  anywhere  along 
route.  There  are  350  of  these  cabs 
nd  they  are  usually  full:  mothers 
ut  shopping,  schoolgirls  in  neat  ma- 
aon  uniforms,  young  toughs  on  their 
ay  to  the  dole  office,  pensioners  with 
pecial  passes  (9  cents  a  ride).  The 
us,  by  contrast,  costs  45  cents  and 
oesn't  run  at  night.  People  like  the 
ixis:  A  20-cent  saving  matters  when 
n  average  factory  worker— if  he 
(orks— earns  well  under  $100  a  week. 

The  Falls  Road  Taxi  Owners  Asso- 
iation,  with  a  staff  of  700  drivers, 
leehanics  and  "conductors,"  is  run  by 
n  affable  cabbie  named  Jerry  and  a 
ed-bearded  ex-butcher  who  will  not 
jve  his  name.  Both  were  interned 
/ithout  trial  in  a  prison  called  Long 
[esh  for  their  activity  in  the  Provision- 
.1  Irish  Republican  Army.* 

*  In  1969  the  IRA  split  into  the  Of- 
cials  and  the  Provisionals,  'Provos.'  The 
Officials  are  now  nonviolent  socialists  who 
ave  lost  ground  as  they  have  gained  re- 
peatability. When  the  term  IRA  is  used 
oday,  it  usually  means  the  Provisional 
RA,  which  is  nationalistic  and  violent 


IRA  are  emotive  initials  in  all  of 
Ireland.  The  IRA  traces  its  history- 
hack  to  the  organization  that  led  the 
fight  in  1916  for  Ireland's  separation 
from  Britain.  The  six  northern  coun- 
ties, which  have  a  population  of  1.5 
million  and  a  Protestant  majority  of 
2-to-l,  stayed  within  the  U.K.  The 
IRA  lay  dormant  until  1969,  when 
street  battles  broke  out  in  areas  of 
Ulster  where  Catholic  and  Protestant 
neighborhoods  border  each  other  as 
Catholics  agitated  for  an  end  to  gerry- 
mandering and  job  and  housing  dis- 
crimination. The  British  Army  was 
called  in  to  keep  order,  and  the  IRA 
was  revived  as  the  defender  of  the 
Catholic  community  against  Protes- 
tant and  Army  abuses. 

Today  the  world  knows  only  the 
story  of  IRA  terrorism.  But  the  move- 


ment is  also  establishing  an  economic 
base  in  its  areas  of  strength. 

The  Falls  Road  Taxi  Owners  Asso- 
ciation is  an  example  of  such  econom- 
ic activity.  The  association  is  made  up 
of  independent  driver-owners  who  can 
get  interest-free  loans  from  the  group 
to  buy  their  cabs.  The  FTA  says  its 
member-drivers  pay  $5  a  week  dues- 
over  half  goes  to  Green  Cross,  the 
fund  from  a  variety  of  Republican 
sources  that  pays  $10  a  week  to  each 
of  maybe  800  families  of  convicted 
IRA  prisoners.  But  other  Belfast  taxi- 
men  say  the  Falls  Road  drivers,  many 
ex-internees  themselves,  must  pay 
$170  for  permission  to  run  the  route 
and  $10  to  $20  a  week  "dues."  Out- 
side cabbies  hate  to  enter  the  area; 
Protestant  drivers  flatly  refuse. 

The   Falls   Road  men  won't  talk 


.i j   ai  p  ho 

frocllffori  .vile  vorll.   have  assi<?nol  telfast  "trlne-er 
for  Ira  shops,  theji  will  try  their  Vest  set  »'hat  vantei, 
tut  Jrno.v  you  realise  picture  taklnp  In  telfast  can  te  iane-erous.  he 
3ay-3  that  taxi  as  n.rraterial  will  te  harie:  t  to  set  as  cameraoen 
are  usually  attacked  aj  soon  as  the:,  try  take  pictures  of 
taxls.lt  not  te  possible  tret  airfreight  to  you  by  friiay 
tut  will  airfreight  It  soons  can. 

Li  appho 


lOCCgn.t  0£~£4 


Taxi  Pix  By  Appointment:  Thousands  of  riders  use  the  IRA-linked  taxis  of 
Belfast  daily,  but  photographing  them  isn't  easy,  as  this  Associated  Press 
message  reveals.  IRA  men  may  run  businesses,  but  some  do  more  than  that. 
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Missed  Boat:  Doubleday's  book  shops  haven't  grown  as  those  of  other  chains  have,  but  they  are  a  good  showcase. 


Is  Doubleday  About  To 
Become  An  Open  Book? 

Doubleday  &  Co.  has  two  distinctions:  It  is  quite 
profitable  in  a  low-profit  business,  and  it  remains 
virtually  a  private  company.  The  former  situation  is 
continuing,  but  the  latter  may  be  about  over. 


No,  Virginia,  there  is  not  a  scene  in 
Roots  in  which  the  family  of  Kunta 
Kinte  agrees  to  split  the  company's 
shares  10-for-l,  go  public  and  create 
a  market  for  their  holdings  while  bal- 
ancing debt  with  equity.  But  it  is  a 
good  scene  that  might  play  one  day 
soon  in  the  offices  of  Doubleday  &  Co., 
which  stands  to  make  as  much  as  $4 
million  to  $5  million  as  publishers  of 
Alex  Haley's  bonanza  book. 

Ownership  of  Doubleday,  which 
grossed  $240  million  in  net  sales  from 
its  diverse  publishing  activities  last 
year,  resides  in  144,000  common 
shares.  These  are  so  closely  held,  even 
among  its  some  300  shareholders,  that 
they  seldom  trade.  The  last  time  any 
of  Doubleday's  shares  changed  hands, 
sometime  in  February,  the  bid  was 
$525,  with  $600  asked. 

Very  Gothic.  Especially  for  a  lead- 
er in  a  business  where  most  sizable 
family-dominated  firms  have  either 
sold  out  or  long  ago  gone  public 
themselves.  Among  the  major  houses, 
only  Doubleday  and  Charles  Scrib- 
ner's  Sons,  which  is  entirely  private, 
stay  aloof  from  outside  control. 

But  what's  going  on?  Doubleday 
has  actually  begun  to  publish  detailed 
annual  reports  in  the  last  few  years. 
Annual  meeting  gadfly  Lewis  Gilbert 
got  a  copy  of  this  latest  hard-to-come- 
by  document  out  of  Doubleday  and 
passed  it  on  for  investors  who  may 
have  future  Need  To  Know. 

With  its  acquisition  last  June  of 
Dell  Publishing,  a  large  paperback 
house  that  has  the  rights  to  Roots, 


Doubleday  shapes  up  for  fiscal  1977 
as  running  perhaps  20%  to  25%  ahead 
in  revenues  (to  $300-plus  million  in 
sales).  Company  earnings  are  likely 
to  be  up  around  30%  or  so,  to  about 
$18  million. 

Founded  79  years  ago  by  Frank  N. 
Doubleday,  and  headquartered  in 
New  York,  it  is  the  largest  general 
trade  book  publisher,  producing  over 
600  new  titles  a  year.  Most  of  these 
lose  money  or  barely  break  even— but 
economic  failure  is  the  sad  fate  of 
most  published  books. 

Lots  Of  Winners 

Howev  er,  Doubleday  is  not  in  busi- 
ness to  lose  money.  A  runaway  success 
likes  Roots  more  than  pays  for  a  hun- 
dred or  so  losers,  but  for  a  company 
this  big,  it  takes  more  than  one  big 
winner  to  make  it  all  worthwhile.  Last 
year  Doubleday  had  a  shelf  full  of 
them:  Trinity,  a  novel  about  the 
Irish  troubles  by  Leon  Uris,  who 
can  hear  the  jingle  of  change  in  any 
desperate  tale;  The  Deep,  by  Peter 
Benchley,  the  inevitable  followup  to 
Jaws;  John  Toland's  biographical 
treatment  of  Adolf  Hitler;  Slapstick 
by  Kurt  Vonnegut  Jr.,  through  a  sub- 
sidiary; and  evangelist  Billy  Graham's 
Angels:  God's  Secret  Agents.  Best-sell- 
ers all. 

To  cap  it  off,  Doubleday's  new  sub 
sidiary,  Dell,  probably  sold  more  mass 
paperback  best-sellers  last  year  than 
any  other  house  except  Bantam.  Its 
biggest  winner:  4.5  million  copies  of 
Irwin  Shaw's  Rich  Man,  Poor  Man. 


Doubleday  is  one  of  the  few  pub- 
lishers to  own  its  own  printing  plant. 
It  is  probably  the  company's  highest- 
margined  division,  printing  some  50i 
million  copies  a  year.  Doubleday  is 
also  pretty  good  at  marketing  books.! 
Besides  its  29  retail  stores,  Doubleday) 
controls  about  15  book  clubs  witra 
some  3  million  members,  including  its 
1.3-million-member  Literary  Guild 
All  told,  last  year  its  book  clubs  sold) 
$100  million  worth  of  books,  making 
Doubleday's  book  club  the  biggest  in 
the  U.S.  (Book-of-the-Month  Club 
sold  $65  million  worth. ) 

Despite  its  reclusive  corporate  na- 
ture, Doubleday  appears  to  thrive  1 
book  publishing's  new  show-biz  at] 
mosphere  (see  box,  p.  29).  Double-I 
day  is  expert  at  promoting  authors  on 
TV  talk  shows,  which  does  wonder 
for  paperback  sales.  It  aims  to  builc 
big  paperback  audiences  through  T\i 
programs  based  on  novels.  In  additioi 
to  its  evening  TV  bonanza,  it  recend) 
made  a  daytime  serialization  dea 
with  NBC  for  its  best-selling  GothiJ 
novel  Spindrift,  which  will  probabU 
hype  paperback  sales. 

But  life  isn't  all  a  bowl  of  jacks 
blurbs  at  Doubleday.  Like  most  id 
dustries  today,  book  publishing  is  ba 
coming  increasingly  capital-intensive 
It's  harder  and  harder  to  generate  in| 
ternally  the  money  you  need  to  growl 
Doubleday's  suavely  savvy  presideni 
is  John  T.  Sargent,  a  52-year-old  Han 
vard  dropout  who  started  at  Double 
day  as  a  copywriter;  he  is  the  forme) 
husband  of  Neltje  Doubleday  Kings 
Frank  Doubleday's  granddaughtei 
Sargent  acquired  Dell  Publishing  las 
year  for  $35  million.  Despite  Double 
day's  sizable  cash  position  ($23  mi 
lion),  Sargent  had  to  borrow  $25  mj 
lion  from  Metropolitan  Life  Insurant 
Co.  at  9%  due  in  1991.  He  also  rJ 
gotiated  a  $20-million,  three-yea 
credit  (convertible  into  a  five-yea 
term  loan )  to  pay  off  Dell's  short-tern 
debt  and  increase  working  capital. 

With  close  to  $100  million  equifl 
capital,  Doubleday  is  strong  financia. 
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ly,  but  $45  million  of  debt  gives  an 
uncomfortable  feeling  to  a  publishing 
company.  An  infusion  of  equity  capi- 
tal would  help.  Increased  market- 
ability would  also  make  a  stock  ac- 
quisition easier.  This  may  be  behind 
Doubleday's  tentative  move  to  dis- 
close through  the  annual  report. 

There  are  other  reasons  to  think 
that  Doubleday  may  soon  be  planning 
to  go  properly  public.  Neltje  Kings, 
who  tried  unsuccessfully  in  1972  to 
Force  management  to  split  its  shares, 
told  Forbes:  "I  would  love  to  see  the 
company  split  its  shares  10-for-l  or 
more  to  widen  the  market.  I  can't  sell 
my  shares  today  without  having  to  do 
it  at  a  big  discount  from  market  val- 
ue. There  is  no  marketability." 

Going  public  in  the  near  future, 
Doubleday  would  have  a  good  story 
:o  tell.  The  Roots  phenomenon  ought 
:o  assure  the  company  of  good  earn- 
ings for  the  next  year  or  two.  Longer 
:erm,  however,  there  are  problems 
:hat  may  well  be  an  added  argument 
:or  giving  present  stockholders  a 
jhance  to  diversify  their  estates 
:hrough  a  public  offering  of  the  stock. 


For  one  thing,  the  stockholders 
have  not  forgotten  the  late  1960s 
when  profits  were  squeezed.  That 
rough  period  is  behind  the  company 
now,  but  bidding  for  books  is  getting 
more  and  more  expensive.  For  exam- 
ple, Doubleday  made  a  pile  on  The 
People's  Almanac,  co-authored  by  Irv- 
ing Wallace  and  son,  David  Wallech- 
insky.  Doubleday  bought  the  rights  to 
this  offbeat  compendium  of  fact  and 
subculture  for  about  $100,000.  Com- 
bined sales  of  the  $14.95  in  hardcover 
and  $7.95  in  paperback  could  easily 
reach  1  million  copies. 

The  authors  understandably  wanted 
a  bigger  advance  for  a  second  edi- 
tion. When  Doubleday  haggled,  the 
authors  decided  to  walk  out.  Two 
publishers,  Bantam  for  paperback  and 
Morrow  for  hardcover,  paid  a  total  of 
around  a  half  million  dollars.  That 
kind  of  shopping  could  well  take  a  lot 
of  the  profit  out  of  book  publishing; 
and  television  may  not  always  bail 
publishers  out. 

To  hedge  its  bets  in  the  Sixties, 
Doubleday  diversified.  It  bought  an 
educational  textbook  company,  Laid- 


law  Brothers,  which  has  been  doing 
quite  well.  But  their  southwestern  net- 
work of  seven  radio  and  two  TV  sta- 
tions (since  sold),  purchased  for  $14 
million,  has  just  begun  to  look  good 
after  a  number  of  poor  earnings  years. 
Another  acquisition,  Doubleday  Mul- 
timedia, has  been  something  of  a 
bomb.  Sargent  says  Doubleday  is 
throwing  in  the  sponge  on  this  audio- 
visual operation. 

Its  best  profit  success,  the  large 
U.S.  book  club  business,  may  face  a 
problem.  Sargent  worries  about  "the 
accelerating  trend  toward  proposed 
legislation  that  poses  greater  restric- 
tions on  mail-order  selling.  Potentially 
dangerous  bills  banning  negative  op- 
tion-selling or  restricting  list  rental 
are  consistently  proposed  at  state  and 
local  levels."  These  bills  haven't 
passed,  but  as  Sargent  says,  "It  is  a 
continuing  danger." 

Doubleday  has  plenty  of  reasons 
for  going  public:  both  to  hedge  the 
family's  bets  and  to  provide  capital 
for  future  growth.  The  public  offer- 
ing may  not  come  this  year.  But  it  is 
probably  getting  closer.  ■ 


The  Matchmakers 

In  the  new  show-business— not  to  say  circus— atmo- 
sphere of  the  publishing  business,  agents  are  the 
ringmasters.  In  a  business  where  nine  out  of  ten 
hardcover  books  lose  money,  agents  representing  big- 
name  writers  who  can  guarantee  a  profit  are  socking 
it  to  the  publishers.  Unimpressed  with  publishers' 
hardcover  losses,  their  attitude  is:  "You're  making 
good  money  on  paperbacks.  We  want  our  share." 

Publishers  shake  a  bit  when  a  lawyer-agent  like 
Paul  Gitlin  of  Ernst,  Cane,  Berner  &  Gitlin  weave 
complex  multimillion-dollar  deals  for  surefire  winners 
like  Irving  Wallace  and  Harold  Bobbins.  Gitlin  put 
together  a  $2.3-million,  four-book  package  deal  for 
Wallace.  "Deals  for  best-selling  authors  get  more 
complex,"  says  Gitlin,  "when  they  are  calculated  with 
long-range  implications  like  the  author's  tax  situation 
and  estate  planning  in  mind.  Money  received  isn't 
always  money  retained."  More  and  more  agents  to- 
day are  learning  this. 

Some  publishers  even  complain  out  loud.  "Authors 
should  be  well  paid,"  says  Seymour  Lawrence,  co- 
publisher  with  Delacorte  (a  Doubleday  subsidiary), 
"but  rights  are  being  inflated  to  the  point  of  insanity. 
It's  not  good  for  the  author— or  the  business." 

Nevertheless,  the  competition  among  publishers  for 
hot  properties  goes  on  unabated,  and  the  bets  go 
higher.  Ex-Nixon  aide  and  New  York  Times  colum- 
nist William  Safire,  through  his  lawyer-agent  Morton 
L.  Janklow,  recently  got  a  $1.4-million  advance  from 
Ballantine  Books  for  a  first  fiction  effort. 

Loyalty  to  a  publisher  seems  to  be  becoming  a 
thing  of  the  past.  But  so  is  loyalty  to  an  agent.  If  a 
successful  author  thinks  someone  else  can  get  him  a 
better  package  of  paperback  and  movie  rights,  he 
will  switch. 

What  do  the  agents  get  out  of  all  this?  Typically, 
10?.  The  more  and  bigger  the  deals,  the  better  their 


Agent  Gitlin:  He  didn't  like  Doubleday's  offer 
for  his  clients'  People's  Almanac  II.  "They 
wouldn't  pay  enough.  So  we  got  another  publisher." 


take.  The  agencies  that  understand  this  the  most  are 
the  large  multimedia  talent  agencies  like  the  William 
Morris  Agency  and  Marvin  Josephson  Associates, 
which  have  been  instrumental  in  exploiting  the  "star 
system"  in  publishing. 

Becently,  Marvin  Josephson,  who  represents  au- 
thors like  Peter  Benchley,  E.  L.  Doctorow  and  Arthur 
Miller,  induced  Little,  Brown  (Time  Inc.)  to  shell 
out  around  $2  million  for  the  U.S.  rights  alone  to 
client  Henry  Kissinger's  memoirs.  Some  2,000  perfor- 
mers and  artists  on  Josephson's  list  brought  in  $29 
million  in  revenues  and  nearly  $4  million  in  profits. 

That's  show  business. 
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Who  Is  Kidding  Whom? 

Kow  does  it  serve  stockholders'  "best  interests"  if 
management  prevents  them  from  selling  out  at  a 
handsome  premium  over  market  value? 


The  announcement  followed  the 
standard  script  in  such  matters. 
Chauncey  E.  Schmidt,  chairman, 
president  and  chief  executive  officer 
of  BanCal  Tri-State  Corp.,  the  hold- 
ing company  for  Bank  of  California, 
was  opposing  a  $30-a-share  cash  tend- 
er offer  made  by  Standard  Chartered 
Bank  Ltd.  of  London.  On  what 
grounds?  "Adverse  to  the  best  inter- 
est of  the  shareholders,"  said  Schmidt. 
And  not  only  that,  "Our  management 
believes  BanCal  Tri-State  and  its 
shareholders,  customers  and  employ- 
ees would  be  best  served  by  the  con- 
tinuance of  the  Bank  of  California  as 
an  independent  institution  with  its 
roots  in  the  U.S." 

With  British  polish  and  diffidence, 
Standard  since  said  it  would  not  pur- 
sue the  offer  if  management  was  op- 
posed to  it.  BanCal  stock,  which  had 
risen  sharply  on  the  offer,  promptly 
slumped  again.  Clearly,  The  Street 
did  not  agree  that  continued  inde- 
pendence was  in  the  best  interests 
of  the  stockholder. 

Many  of  BanCal's  long-suffering 
stockholders  must  have  gagged  at 
that.  They  were  being  offered  $30  for 
stock  that  has  not  traded  over  $30  in 
five  years  and  most  recently  sold 
around  $22.  BanCal's  record  has  been 
a  sorry  one.  While  assets  doubled  to 
$3  billion  over  the  past  decade,  prof- 
its chopped  from  $1.82  a  share  to  76 
cents.  Schmidt  was  the  bank's  third 
president  in  12  months. 

How  could  it  be  in  the  best  inter- 
ests of  stockholders  to  continue  that 
kind  of  operation? 

Keeping  the  roots  in  the  U.S.?  Ban- 
Cal's largest  shareholder  is  a  French 
national,  Baron  Edmond  de  Roth- 
schild, who  either  owns  or  controls 
27.4%  of  BanCal's  outstanding  com- 
mon. Rothschild  has  become  increas- 
ingly involved  in  the  bank's  affairs.  In 
late  1975  he  lent  the  holding  com- 
pany $8  million  and  was  elected  to 
the  board  of  directors  last  year.  He 
was  influential  in  bringing  Schmidt 
in  1976  from  First  National  Bank  of 
Chicago,  where  Schmidt  was  presi- 
dent, and  in  forcing  out  James  H. 


Jones,  Schmidt's  predecessor. 

Schmidt  claims  that  interests  hold- 
ing almost  40%  of  the  company's  out- 
standing shares  have  told  him  they 
did  not  care  for  the  offer.  He  forgot 
to  mention  that  Rothschild  and  Ban- 
Cal's other  directors  own  or  control 
about  37%  of  the  stock. 

Why  did  Standard  back  away?  Bank- 
ers have  historically  not  engaged  in 
unfriendly  takeover  fights.  They  are 
considered  bad  manners. 

In  opposing  the  tender  offer,  man- 
agement may  have  one  of  two  motives 
(or  both).  It  may  simply  be  inter- 
ested in  preserving  its  own  power  and 
prerogatives.  Or  it  may  be  trying  to 
get  the  bidder— and  other  prospective 
bidders— to  raise  the  ante.  If  it  is  the 
latter,  Schmidt  can  make  a  case  for 
turning  down  Standard  Chartered's 
first  offer.  The  stiffness  of  his  resis- 
tance may  have  frightened  prospective 
suitors. 

Nor  can  Schmidt  and  his  French 


patrons  complain  that  the  Standard 
offer  was  unfair  to  them.  The  offer 
would  take  the  Rothschilds  out  at  a 
nice  profit,  and  Schmidt  himself  has 
options  on  200,000  shares  of  BanCal 
at  $15  a  share  (the  tender  offer  spe- 
cifically includes  settlement  of  out- 
standing stock  options ) . 

Why  did  Standard  want  BanCal? 
Its  73  branches  in  California,  a  good 
place  for  banks  to  be  in  spite  of  the 
heavy  competition,  would  be  reason 
enough  for  Standard  Chartered's  inter- 
est. Moreover,  it  is  the  only  California 
bank  with  a  charter  to  operate  in 
Washington  and  Oregon  (where  it  has 
four  branches).  With  almost  $13  bil- 
lion in  assets,  Standard  Chartered 
might  have  been  able  to  give  BanCal 
the  push  it  needs  to  capitalize  on 
these  resources  as  well  as  to  expand 
its  own  modest  stake  in  U.S.  banking. 

In  other  words,  BanCal  could  be 
worth  more  to  Standard  Chartered 
than  to  its  own  stockholders.  Some  of 
these  will  be  very  unhappy  if 
Schmidt's  rhetoric  about  their  "best  in- 
terests" deprived  them  of  a  chance  to 
get  out  of  a  weak  stock  at  a  good 
price.  Schmidt  and  the  Rothschilds 
may  be  interested  in  keeping  things  as 
they  are;  but  the  smaller  stockholders 
have  nothing  to  gain  thereby.  ■  . 
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Prom  Auto  Cranks  To  Space  Age 


ike  the  famous  dog  with  the  bone,  many  a  business  has  come  to 
rief  by  neglecting  its  old  business  for  glamorous  new  ones.  But  not 
RW.  It  has  managed  to  keep  both  new  and  old  thriving. 


i  outsider  might  call  TRW  Inc.  a 
mglomerate  for  its  nearly  $3-bil- 
m-a-year  mixture  of  auto  parts,  elec- 
niics,  missile  programs,  data  trans- 
ission  and  machinery  parts.  Simon 
imo,  TRW's  scientific  guru  and 
ce  chairman,  sees  it  differently.  "We 
e  this  combination  of  hardware 
anufacturing  and  science  and  tech- 
ilogy."  Whatever  you  call  this 
msual  Cleveland-based  company, 
iu've  got  to  admit  that  it  works  well: 
»  earnings,  $4.05  a  share  last  year, 
nounted  to  a  return  of  16.6%  on 
jckholders'  equity;  that's  well  ahead 
those  of  the  typical  company. 
TRW  acquired  its  dual  character 
metal-bending  on  the  one  hand,  high 
chnology  on  the  other— when  an  old 
leveland  auto  valve  and  steering 
mponent  maker,  Thompson  Prod- 
its,  then  led  by  Chairman  J.  David 
'right,  decided  that  the  company 
;eded  more  technical  sophistication, 
e  tried  to  buy  Hughes  Aircraft. 
Tien  Howard  Hughes  felt  the  offer- 
g  price  was  ten  times  too  low, 
'right  bowed  out.  But  within  months 
'right  got  a  call  from  Hughes  Air- 
aft's  two  top  scientist-executives, 
mon  Ramo  and  Dean  Wooldridge, 
ying  that  they  were  leaving  Hughes 
form  their  own  company.  Would 
lompson  Products  help  them?  TP 
ould;  and  after  a  period  of  close  co- 
istence,  the  two  operations  were 
erged  in  1958  as  Thompson-Ramo- 
'ooldridge,  soon  shortened  to  TRW. 
This  marriage  between  metal-bend- 
g  and  technology  worked  out  re- 
arkably  well.  It  was  rim  at  first  un- 
;r  the  joint  leadership  of  Wright, 
imo,  Wooldridge  and  Horace  A. 
lepard,  a  former  chief  of  production 
ocurement  for  the  Air  Force.  The 
impany  soon  became— it  still  is— in 
Feet  a  chief  engineer  for  the  U.S. 
tercontinental  ballistic  missile  pro- 
am,  and  among  other  things  was 
e  principal  supplier  of  trajectory 
id  in-flight  computer  information  for 
.S.  lunar  vehicles.  In  dollars,  this 
gh-technology,  mainly  aerospace, 
isiness  got  as  high  as  75%  of  TRW's 
venues. 


TRW's  aerospace  and  government 
electronics  revenues  last  year  were 
about  $600  million,  on  which  the 
company  made  an  estimated  $40  mil- 
lion pretax— a  very  good  return  on  a 
comparatively  low  investment.  In 
addition,  there  is  a  profitable  elec- 
tronic components  business,  largely 
commercial,  with  sales  approaching 
$300  million,  and  also  TRW's  pride 
and  joy.  its  $150-million-plus  data 
communications  operation. 


The  company's  unique  combination 
of  manufacturing  skills  and  high  tech- 
nology also  permitted  TRW  to  invade 
the  data  communications  field.  It  now 
runs  three  established  data  businesses: 
a  growing  retail  credit  operation  that 
can  already  provide  credit  informa- 
tion on  over  40  million  individuals;  a 
parallel  business  credit  service;  and 
an  international  marketer  of  electron- 
ic equipment. 

Besides  these,  there  is  TRW's  re- 
cent daring  entry  into  the  point-of- 
sale  retail  terminal  Donnybrook,  an 


entry  made  possible  by  buying  part  of 
Singer's  point-of-sale  business  and 
adding  it  to  an  existing  operation. 
"Our  people  think  we  kind  of  took 
everybody  by  surprise  with  our  POS 
terminal,  which  was  a  third-genera- 
tion model  when  they  were  still 
working  on  a  second,"  says  TRW 
President  Ruben  F.  Mettler,  a  long- 
time Ramo  associate  who  will  become 
chief  executive  when  Shepard  retires 
at  the  end  of  this  year.  (Ramo  expects 


to  take  his  retirement  the  following 
year.)  Adds  Shepard,  "We  feel  there 
is  room  for  three  effective  partici- 
pations in  this  [POS]  field"— meaning 
NCR,  International  Business  Ma- 
chines and  TRW. 

In  doing  all  this,  TRW  never  ne- 
glected its  original  business— there 
were  no  stars  in  these  men's  eyes. 
TRW  did  $l-billion-plus  in  electronics 
and  aerospace  business  last  year, 
but  its  more  mundane  commercial 
operations— predominantly  auto  parts, 
beefed  up  with  purchased  businesses 


Transition:  TRW  tries  out  top  management  changes  at  least  a  year 
ahead.  Founder  Simon  Ramo  (left)  retires  next  year,  but  President 
Ruben  F.  Mettler  was  making  the  key  decisions  during  most  of  1976. 
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in  machinery  parts— accounted  for 
nearly  double  the  sales  and  some 
five  times  the  earnings. 

So  the  successful  old  auto  parts 
maker  of  the  Thirties  and  Forties  is 
still  just  that— with  a  crucial  differ- 
ence. Without  the  creative  moves  that 
the  new  Shepard-Ramo- Mettler  man- 
agement made,  TRVV's  position  in 
auto  parts  today  would  be  nothing 
like  what  it  is.  With  ample  encour- 
agement from  the  Detroit  automak- 
ers—who wanted  TRW  parts  to  sup- 
port their  own  overseas  expansion— 
the  company  built  its  foreign  auto 
parts  operation  starting  in  the  Sixties, 
until  today  it  is  one  of  TRW's  largest 
and  most  profitable. 

The  overseas  push  also  had  a  help- 
ful effect  on  TRW's  domestic  origi- 


nal-equipment parts  business,  in  part 
by  teaching  it  how  to  make  small-car 
components  that  later  were  salable 
in  the  U.S.  A  case  in  point  is  the 
power-assisted  rack-and-pinion  steer- 
ing mechanism  that  TRW  developed 
and  now  supplies  for  a  number  of 
smaller  U.S.  cars.  Overall,  TRW's 
domestic  original-equipment  business 
has  just  about  doubled  in  the  last 
five  years.  This  in  serving  an  auto  in- 
dustry that  has  shown  little  overall 
growth  in  recent  years. 

At  the  same  time,  TRW  was  put- 
ting more  muscle  behind  a  decades- 
old  effort  to  increase  its  auto  replace- 
ment-parts business— "the  beautiful 
part  of  automotive,"  in  Mettler's 
words.  Indeed  it  is,  with  nearly  $300- 
million  sales  and  a  higher  pretax  mar- 
gin (over  15%)  than  any  other  major 
TRW  operation.  It  got  that  way  part- 
ly by  supplying  parts  to  chain  parts 
wholesalers  like  Gulf  &  Western's 
American  Parts  System,  which  in 
turn  meant  that  TRW  had  to  broad- 
en its  line  by  buying  from  other  man- 
ufacturers parts  it  did  not  make.  As  a 
result,  over  half  the  replacement  parts 
that  TRW  now  distributes  are  made 
by  others. 

As  a  group,  these  automotive  items 
lack  the  technological  sophistication 
that  is  routine  in  TRW's  electronic  and 
aerospace  areas,  for  example.  But  the 
automotive  components  business  has 
come  a  long  way  since  the  compam 
was  the  leading  maker  of  automobile 
hand  cranks.  One  of  the  best  bets  for 
the  future  is  that  automotive  electron- 
ics will  grow,  a  development  for  which 
TRW  is  beautifully  positioned;  and 
the  company  is  also  working  on  a  new 


fuel  metering  system  which  is  de- 
signed to  replace  the  carburetor. 

For  the  future,  TRW's  big  hope  is 
data  communications,  TRW's  chosen 
part  of  the  information  handling  field. 
"I  firmly  believe,"  says  Simon  Ramo, 
"that  of  all  the  fields  we  are  in  now, 
information  handling  is  the  most  im- 
portant in  terms  of  its  total  impact 
[on  the  society]."  But  TRW's  ap- 
proach would  not  be  broad;  rather,  it 
would  be  intentionally  narrow, 
aimed  at  a  specific  market  slice.  Com- 
puters? "We  decided  we  would  use 
computers,"  says  Mettler,  "but  would 
avoid  any  product  remotely  vulner- 
able to  being  integrated  into  the  main- 
frame. We  wanted  something  far 
enough  away  from  the  mainframe  so 
that  by  no  stretch  of  the  imagination 


would  IBM  or  anybody  else  say,  'I 
will  make  this  now.'  What  we  were 
interested  in  were  end-user  services 
tied  to  computers." 

Waiting  for  the  right  slice  of  the 
right  market  to  develop  often  took 
patience.  "We  thought  a  few  years 
ago  that  the  point-of-sale  terminal 
was  premature,"  says  Ramo.  "We 
thought  what  was  important  for  the 
department  store  was  charge  authori- 
zation." So  that  was  TRW's  first  con- 
centration point,  and  it  already  has 
the  lion's  share  of  the  business,  with 
close  to  100,000  charge-checking  ter- 
minals installed.  "We  made  our  repu- 
tation in  the  field,"  Ramo  goes  on, 
"giving  good  service  and  learning  how 


department  stores  work,  while  oth- 
ers were  trying  to  do  things  like  POS 
terminals  for  which  they  were  not 
ready  and  the  customer  was  not 
ready."  Now  that  the  time  is  ripe  for 
the  POS  terminal,  "It  has  been  pos- 
sible for  us  to  gain  assets  by  picking 
up  the  pieces  from  others  who  have 
not  done  their  job  well.  For  example, 
the  May  Co.  sponsored  its  own  ter- 
minal maker,  and  we  came  in  at  their 
request  to  take  over  and  provide  the 
service. 

"The  thing  that  distinguishes  us, 
and  what  I  think  will  be  our  strong 
point,  is  that  a  typical  competitor 
asks  what  piece  of  equipment  he  can 
install,  and  then  tries  to  sell  it  at  a 
price  and  keep  it  running.  We  think 
in  terms  of  systems  design,  and  in 
principle  are  ready  to  use  anyone's 
box  or  module." 

Still,  TRW's  venture  into  POS 
terminals  is  a  nervy  gamble;  Singer 
failed  miserably  at  it.  It  remains  to  be 
seen  whether  TRW  can  stand  up  to 
companies  as  well  heeled  and  well  en- 
trenched as  NCR  and  IBM.  If  it  fails? 

If  it  fails  or  falters,  TRW  will  still 
have  growth  prospects  in  auto  parts. 
As  Americans  switch  to  smaller  cars, 
TRW's  foreign  experience  gives  it  an 
edge.  Will  the  stratified-charge  en- 
gine become  the  rage?  It  requires  half 
again  more  valves,  and  TRW  is  by  far 
the  largest  independent  valve  produc- 
er. Moreover,  TRW  is  deriving  more 
and  more  of  its  automotive  compo- 
nents sales  from  heavy  trucks,  farm 
machines,  off-the-road  vehicles  and 
other  specialty  uses  where  short  pro- 
duction runs  make  it  virtually  impos- 
sible for  the  customer  to  consider  pro- 
ducing the  item  himself.  As  Simon 
Ramo  mused  recently:  "I  think  the  au- 
tomotive field  will  surprise  all  of  us."  ■ 


Fixin's:  Mettler  calls  auto  replacements  parts  "beautiful."  TRW  made 
more  on  them  lasl  year  than  it  did  selling  electronics  parts. 


. .  TRW's  venture  into  point-of-sale  terminals  is  a 
nervy  gamble;  Singer  failed  miserably  at  it.  'We 
pick  up  the  pieces  from  others/  says  Ramo  . . ." 


32 


FORBES,  MARCH  15,  1977 


E  UNBELIEVABLE  ASPEN. 
lET  THE  BELIEVERS. 


In  almost  no  time,  Aspen  has 
one  of  the  most  popular  cars 
And  for  good  reason.  It's  one 
est  cars  around.  So,  with  so 
appy  and  pleased  Aspen  owners 
le  country,  Aspen  has  become 
believable!'  And  more 
)le.  Just  ask  any  believer  who 
Dodge  Aspen. 

II  love  the  overall  car.  The  size, 
g,  and  visibility  are  excellent. 


And  the  price  was  very  good.  My 
family  and  friends  just  love  it." 

SSI  like  everything  about  Aspen. 
It's  what  I  wanted.  A  smart-looking  car. 
And  I  got  a  good  deal." 

SSI  like  the  way  Aspen  handles 
on  the  road.  It's  very  comfortable  for  a 
small  car.  And  you  get  a  lot  of  car 
for  the  price." 


SSI  test  drove  an  Aspen,  and 
that  was  it.  I  like  the  ride,  the  handling, 
and  the  looks.  I'm  in  it  all  day,  and  the 
comfort  is  good.  All  in  all,  there's 
nothing  I  don't  like  about  my  Aspen" 
Buy  or  lease.  Dodge  Dealers 
everywhere  are  making  Aspen  easy  to 
drive . . .  one  or  a  fleet . . .  through  buying 
or  leasing  arrangements.  Visit  your 
Dodge  Dealer  and  test  drive  an  Aspen. 
And  oe  a  believer,  too. 


Dodge  Aspen. 
See  it,  price  it,  drive  it...  and  believe. 


Nerd, 
Monsiei 

You  sure  g< 

Look  where  the 
science  of  transportation 
is  now. 

Today,  thanks  to  the  inventiveness  of  people 
like  Monsieur  Cugnot,  transportation  is  a 
science.  A  science  that  moves  people  and 
products  from  where  they  are  to  where  they 
want  to  be.  Efficiently.  Economically. 

Rockwell  International  is  very  much  a  part 
of  that  science  with  products  that  range 
from  undersea  navigation  systems  to  the 
world's  first  reusable  spacecraft . . .  and  many 
other  forms  of  transportation  in  between . 

The  science  of  transportation  is  just  one 
of  the  sciences  of  Rockwell,  one  of  the  ways 
we're  putting  science  to  work  for  man. 

Further  information,  including  our  Annual 
Report,  is  available  by  writing:  Rockwell 
International,  Department  815R,  600  Grant 
Street,  Pittsburgh,  PA  15219. 


Over  half  of  all  on-highway 
heavy-duty  trucks  and  trac- 
tors ride  on  Rockwell  axles 
and  stop  with  Rockwell 
brakes.  Other  Rockwell 
components  for  America's 
vital  highway  transportation 
system  include:  suspension 
springs,  U-joints  and  rein- 
forced plastic  assemblies. 


Rockwell  builds  drive 
components  and  heavy- 
brakes  for  off-high 
equipment  used  in  mir 
forestry,  construction, 
culture  and  many  o 
fields. 


■ 


icolas  Joseph  Cugnot,  of  France, 
It  the  world's  first  self-propelled 

road  vehicle.  When?  Over  200 
rs  ago.  It  travelled  at  about  three 

miles  per  hour  with  stops  at  15- 
nute  intervals  to  build  up  steam, 
lonsieur  Cugnot  is  credited  with 
her  first:  While  motoring  through 
;  streets  of  Paris,  he  took  a  sharp 
jm  too  speedily  and  became  the 
vorld's  first  automobile  accident 
stic.  His  vehicle  was  impounded, 
er  to  be  driven  on  public  streets 

again.  It  has  been  preserved  in 
the  Conservatoire  des  Arts  et 
Metiers  in  Paris. 


ugnot. 

tings  moving 


100  cars  of  the  Wash-  The  Space  Shuttle,  which  High-speed  hydrofoil  boats,  Our  Rockwell  Turbo  Com- 

)n  area  MTA  will  ride  we're  building  for  NASA,  such  as  this,   have  ac-  mander®  690B  can  take 

ndercarriages  from  the  will  become  the  space  cumulated  over  50-million  busy  executives  into  un- 

id  Rockwell  line  of  transportation  system  for  passenger  miles,  powered  tapped  markets  —  fast.  It 

ponents  for  the  mass  the  1980s  and  beyond.  Its  by  Powerjet®  propulsors  outperforms  every  other 

iit  industry.  payloads  will   help  put  developed  from  Rockwell's  existing  business  propjet  in 

space  to  work  for  man.  rocket  engine  pump  tech-  its  class. 

nology. 


Rockwell  International 

..where  science  gets  down  to  business 


HartSchaffner& 
Success 


Vested  Viracle®  striped  suit.  From  the  Corporate®  Collection.  Dacron®  polyester  and  wool  worsted 

Hart  Schaffner& Marx  ft 

For  information,  write:  36  South  Franklin  Street,  Chicago,  Illinois  60606.  ©1977  Hart  Services,  Inc. 


Why  Everybody's  Jumping 

9n  The  Accountants 

fhese  Pays  

/horn  do  the  accountants  work  for?  Their  clients?  Investors?  Or  for 
alph  Nader  and  the  federal  government?  That's  one  of  the  vital  issues  at 
ake  in  the  current  bitter  hassle  over  accounting  and  auditing. 


2E  Seidler,  now  a  professor  at  New 
irk  University  and  a  consultant  at 
;ar,  Stearns  &  Co.,  tells  a  revealing 
>ry  about  the  limitations  of  the  ae- 
unting  profession. 

"I  used  to  work  on  the  audit  of  a 
ijor  motion  picture  company,"  says 
idler,  42.  "One  of  the  key  valua- 
n  problems  was  films  that  had 
en  recently  released.  Unreleased 
ns  were  valued  at  cost,  so  they 
:re  no  problem.  But  some  films  had 
en  released  at  the  year's  end  and 
d  gotten  poor  reviews.  The  ques- 
n  was,  should  we  write  them  down 
not? 

"We  had  a  minimal  amount  of  ob- 
tive  evidence.  Just  a  couple  of  bad 
news  and  a  few  weeks  of  audience 
ures.  But  there  was  a  guy  there 
lo  did  their  internal  projections  of 
w  the  films  would  do.  He'd  say,  for 
tance,  'This  film  will  do  well  in  Eu- 
>e;  don't  worry  that  it's  doing  poor- 
in  the  U.S.'  He  was  usually  right, 
e  relied  on  him,  discovering  over 
;  years  that  he  was  about  as  ae- 
rate a  source  as  could  be  found." 
hat  more,  Seidler  wonders,  could 
y  auditor  do  in  that  situation?  Au- 
ors,  after  all,  are  not  film  critics. 
But  to  do  the  job  that  some  people 
sect  of  them,  auditors  would  have 
be  much  more  than  just  film  critics. 

run  down  all  corporate  misbehav- 
,  they  would  have  to  be  detectives. 

certify  a  client's  conformity  with 
Julations  such  as  antitrust  and  en- 
onmental  laws,  they  would  have  to 
legal  experts. 


On  top  of  all  this,  the  accounting 
profession's  critics  have  one  more 
small  request:  They  want  a  system  of 
accounting  that  is  as  tiseful  to  gov- 
ernment policymakers,  consumers  and 
other  groups  as  it  is  to  investors  and 
creditors. 

The  prospect— some  would  say  the 
certainty— of  change,  drastic  change, 
is  very  much  in  the  air  right  now  for 
the  accounting  profession.  Everyone 
wants  to  see  financial  accounting 
get  closer  to  the  truth— and  everyone 
has  his  own  idea  of  what  "the  truth" 
is.  Many  people  would  like  to  require 
the  accountants  to  be  watchdogs  of 
public  and  business  morality.  Pres- 
sure on  the  accountants  is  intense. 
Most  of  it  is  coming,  not  from  busi- 
ness itself,  but  from  politicians.  Ac- 
counting might  seem  a  strange  issue 
for  a  shrewd  politician  to  grab  hold 
of,  but  these  particular  ones  know 
very  well  what  they  are  doing.  The 
principal  activists  in  Congress  are  Sen- 
ator William  Proxmire  (D-Wis.), 
Senator  Lee  Metcalf  (D-Mont. )  and 
Representative  John  Moss   (D-Cal. ). 

Proxmire  is  upset  because  estab- 
lished accounting  did  not  lead  to  ex- 
posure of  illegal  bribes  by  business. 
Moss  is  concerned  about  the  same 
problem.  He  is  particularly  incensed 
about  the  diversity  of  accounting 
practices  in  the  oil  and  gas  industry. 
The  most  vehement  of  the  three  is 
Metcalf^  who  has  long  maintained 
that  electric  utility  accounting  consti- 
tutes a  ripoff  of  the  consumer.  If  Met- 
calf has  his  way,  accounting  standards 


will  be  legislated  by  a  federal  agen 
cy— the  way  meat  standards  or  drug 
standards  are. 

The  Securities  &  Exchange  Commis- 
sion is  also  pushing  for  change,  al- 
though of  a  less  drastic  kind:  The 
SEC  wants  accountants  to  be  tougher 
with  their  clients,  but  is  willing  to 
let  the  accountants  themselves  set  the 
standards.  Meanwhile,  the  accoun- 
tants are  trying  to  head  the  Feds  off 
at  the  pass  by  tightening  the  rules 
themselves. 

Can  you  treat  accounting  figures 
like  meat  or  pharmaceuticals?  Should 
the  federal  government,  acting  on  be- 
half not  only  of  stockholders  and  cred- 
itors but  of  the  general  public  as  well, 
force  its  own  accounting  standards  on 
business? 

This  much  is  certain:  There  have 
been  serious  abuses  in  business  and 
accounting  in  the  past.  Problems  be- 
gan to  mount  in  the  twilight  of  the 
go-go  1960s  when  a  rash  of  notorious 
bankruptcies  and  frauds  shook  the 
public's  confidence  in  certified  public 
accountancy:  Penn  Central,  National 
Student  Marketing,  Equity  Funding, 
Stirling  Homex.  The  accounting  pro- 
fession's rides  clearly  failed  to  deal 
with  earnings  manipulation  and  cor- 
porate hanky-panky.  The  SEC  came 
down  hard  on  the  CPAs,  as  did  the 
courts,  which  were  flooded  with  litiga- 
tion from  angry  investors. 

The  latest  in  a  series  of  blows  to 
the  profession  came  three  months  ago, 
from  a  subcommittee  headed  by  Sena- 
tor Lee  Metcalf.  It  was  in  the  form  of 
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a  blistering,  1,760-page  staff  report 
calling  for  a  government  takeover  of 
accounting  rules  and  auditing  stan* 
dards.  The  report  also  demanded 
greater  responsibility  by  CPAs  for  de- 
tecting and  disclosing  illegal  acts  by 
their  clients. 

Belatedly  the  profession  is  making 
its  own  efforts  to  put  its  house  in  or- 
der. A  Commission  on  Auditors'  Re- 
sponsibilities appointed  232  years  ago 
by  the  CPA's  professional  association, 
the  American  Institute  of  Certified 
Public  Accountants,  is  expeoted  to  call 
shortly  for  wide-ranging  reforms  in 
auditing  practices  and  standards. 
Among  other  things,  the  AICPA's 
commission  will  propose  that  auditors 
narrow  management's  traditionally 
wide  discretion  to  choose  alternate  ac- 
counting methods. 

At  the  same  time,  the  profession 
is  trying  to  hammer  out  a  better  sys- 
tem of  producing  accounting  princi- 
ples. The  Financial  Accounting  Stan- 
dards Board,  established  in  1973  by 
the  AICPA  and  four  other  professional 
groups  to  set  all  accounting  princi- 
ples, is  due  for  some  organizational 
changes.  The  changes,  expected  soon, 
are  aimed  at  speeding  up  the  FASB's 
cumbersome  pace— which  some  critics 
say  involves  excessive  attention  to 
"due  process." 

The  FASB  itself  is  working  on  a 
"conceptual  framework"  of  account- 
ing—sort of  an  accounting  constitu- 
tion. Among  the  questions:  What  ex- 
actly are  earnings?  What  is  an  asset? 
A  liability?  How  should  assets  be 
measured— by  their  historical  cost,  as 
they  are  presently?  Or  by  some  mea- 


sure of  current  value?  In  short,  do 
present  financial  statements  reflect 
reality?  Or  just  an  arbitrary  semblance 
of  reality? 

Such  reforms,  however,  are  unlike- 
ly to  end  the  matter.  The  confronta- 
tion between  the  accounting  profes- 
sion and  its  critics  has  two  distinct 
but  related  rounds:  Round  One  is  over 
accounting  principles— the  rules  speci- 
fying acceptable  methods  of  measur- 
ing company  finances.  Round  Two  is 
over  auditing  standards  and  responsi- 
bilities—the regulations  governing 
CPA  duties  in  auditing  clients'  books. 

Who  Shall  Set 
Accounting  Principles? 

The  Metcalf  report  charges  that 
private  bodies  that  set  accounting 
standards— the  FASB  and  its  prede- 
cessor, the  Accounting  Principles 
Board— have  kowtowed  to  the  wishes 
of  the  "Big  Eight"  accounting  firms.* 
According  to  the  report,  the  Big 
Eight  identify  their  interests  with 
their  biggest  corporate  clients  and 
therefore  influence  the  FASB  to  pro- 
duce lax,  namby-pamby  principles. 

What  is  the  SEC  supposed  to  be 
doing  while  all  of  this  is  going  on? 
According  to  the  report,  the)  SEC 
started  the  whole  charade  by  delegat- 
ing its  authority  over  accounting  prin- 
ciples back  in  1938.  Of  the  FASB, 


"Price  Waterhouse  4?  Co.;  Arthur  Ander- 
sen 6-  Co.;  Coopers  i?  Lyhrand;  Haskins 
<b  Sells;  Peat,  Marwick,  Mitchell  ir  Co.; 
Arthur  Young  <b-  Co.;  Ernst  <b-  Ernst; 
Touche  Ross  <b-  Co. 


44 . . .  During  its  three-year  ex- 
istence, none  of  [the 
FASB's  standards]  has 
seriously  threatened  the  ac- 
counting prerogatives  of 
various  special-interest 
groups  in  the  established 
business  community  . . ." 

-Staff  Report  of  the 
Senate  Subcommittee  on 
Reports,  Accounting  &  Management 
Lee  Metcalf,  Chairman 


the  report  says:  "During  its  three-yd 
existence,  none  of  [the  FASB's  sta 
dards]  has  seriously  threatened  t 
accounting  prerogatives  of  varic 
special-interest  groups  in  the  est? 
fished  business  community."  T 
whole  report  might  have  been  wi 
ten  by  William  Jennings  Bryan, 
old-fashioned  populist  premise  is  tl 
businessmen  are  rogues  and  guilty  i 
til  proved  innocent.  It's  as  ridicule 
in  its  way  as  the  old-fashioned  bu 
nessman's  attitude  that  what  he  d\ 
is  nobody's  business  but  his  own. 

If  most  corporate  executives  ha 
long  since  abandoned  this  attitiu 
a  good  many  nevertheless  think  t 
accountants  are  looking  for  a  degi 
of  pure,  untarnished  truth  that  does 
reflect  the  real  world  of  business.  Tl 
point,  for  instance,  to  the  FASB's  a. 
troversial  Statement  8,  which  requii 
companies  to  show  the  effect  of  fj 
eign  currency  fluctuations  on  th| 
quarterly  earnings  statements.  lj 
way  the  corporations  see  it,  currerl 
movements  have  little  to  do  with  eai 
ings  performance  overseas.  Phi 
Morris  was  so  incensed  over  this  rj 
ing  that  it  refused  to  publicly  rests 
its  1975  earnings  to  compare  w 
1976's,  saying  the  comparison  woj 
show  an  "artificial"  rise  in  profit. 

So,  there  you  have  the  impasse, 
is  as  though  everybody  was  speakj 
a  different  language:  most  busine 
men  feeling  that  the  accountants  ha| 
already  gone  to  ridiculous  extren) 
to  assure  "realistic"  accounting; 
tivist  politicians  accusing  the  acco« 
tants  and  businessmen  of  being 
bed  together;  and  the  accountaj 
getting  it  from  both  sides. 

Who  is  right?  Everybody  is  and  lj 
body  is.  The  fact  is  that  accounts 
is  an  art,  a  set  of  conventions  dev 
oped  over  time;  not  a  science,  a 
of  laws  verified  in  a  laboratory.  So  I 
best  we  can  do  is  ask:  What  is  1 
most  meaningful  Accounting  Truths 

Take  FASB  Statement  8.  Corporj 
executives  think  it  only  confuses 
vestors  to  allow  currency  fluctuate 
to  cause  swings  in  earnings  from  J 
nod  to  period.  But  the  FASB  ruled  tl 
currency  fluctuations  are  part  of 
day's  economic  reality,  so  they  shoi 
be    reflected    immediately.  Who 
right?  Both  parties  are.  But  it  rnaj 
a  big  difference  which  truth  is  chosi 

Or  take  the  FASB's  Statement 
which  requires  companies  to  dedt 
research  and  development  expen 
tures  from  income  in  the  period 
which  they  are  made.  Some  arg 
that  research  and  development  co 
are  investments  for  the  future,  \ 
same  as  a  new  plant,  and  ought  to 
capitalized  as  assets  and  written  do' 
over  a  period  of  time.  But  the  FA, 
ruled  that  they  should  be  expena 
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mediately,  because  their  future  val- 
is  too  subjective  to  judge  reliably. 
"Reality"  and  "truth"  are  only  part 
the  dilemma.  Listen  to  John  C. 
landy)  Burton,  New  York's  deputy 
ayor  for  finance  and  former  chief 
countant  of  the  Securities  &  Ex- 
ange  Commission:  "The  way  you 
ep  score  determines  at  least  in  part 
e  way  you  play  the  game."  Burton 
3ans  that  if  you  drastically  change 
e  way  businesses  keep  their  books, 
u  inevitably  change  some  of  the 
ays  in  which  they  are  run. 
Of  course,  this  isn't  the  way  it 
ould  be.  Ideally,  accounting  should 
nply  abstract  the  situation,  describe 
in  numbers.  But  everybody  knows 
at  pooling-of-interest  accounting, 
lich  tends  to  inflate  reported  eam- 
%s  after  a  merger,  helped  encourage 
e  conglomerate  craze  of  the  late  Six- 
is,  and  that  changing  those  rules 
ide  conglomeration  much  less  at- 
tctive.  This  is  only  one  example  of 
w  managements  are  frequently  en- 
uraged— or  even  forced— to  make 
siness  decisions  whose  only  purpose 
to  make  the  numbers  look  good, 
espective  of  the  long-range  impact, 
msider  two  others:  FASB  Statement 
say  big  multinationals,  necessitates 
efficient  currency  hedging  to  damp- 
earnings  fluctuations.  FASB  State- 
snt  2,  say  little  growth  firms,  dis- 
urages  research  and  development. 
Change  the  accounting  rules  dras- 
•ally  and  most  corporate  earnings  as 
;  now  know  them  could  disappear, 
lange  them  in  yet  another  way  and 
>ok  value,  the  asset  value,  of  many 
>cks  could  double  or  even  treble. 


. .  There  is  no  doubt 
that  measurement  standards 
have  an  impact  on  behavior. 
The  way  you  keep  score 
determines  in  part  the  way 
you  play  the  game.  But  it 
would  be  a  great  mistake 
if  standard-setting  bodies 
were  to  start  establishing 
standards  because  of  the  eco- 
nomic effect  they  have  . . ." 

—John  C.  Burton,  former 
chief  accountant  of  the  SEC 


In  either  case,  managements  of  many 
publicly  owned  corporations,  con- 
cerned over  the  stock  market  impact, 
would  probably  run  their  businesses 
differendy. 

"It's  hard  to  tell  in  advance  what 
effect  a  principle  will  have,"  says  the 
FASB's  scholarly  vice  chairman,  Rob- 
ert Sprouse,  a  former  Stanford  Uni- 
versity professor.  "But  once  we  make 
our  best  judgment,  we  have  to  weigh 
the  possible  costs  to  society  against 
the  benefits."  That's  right,  costs  and 


benefits:  They  have  a  place  in  ac- 
counting, too.  That  is,  the  benefit  to 
the  capital  market  of  improved  finan- 
cial information  must  be  weighed 
against  the  cost  of  any  changes  in 
economic  behavior  induced  by  new 
accounting  rules.  Says  Sandy  Burton: 
"There  is  no  doubt  that  measurement 
standards  have  an  impact  on  behav- 
ior. That  impact  cannot  be  ignored 
in  setting  measurement  standards. 
There's  a  delicate  balance  you  have 
to  have." 

Delicate  balances,  of  course,  lead 
to  messy,  imperfect  compromises.  An 
example  is  the  FASB's  recent  State- 
ment 13  on  accounting  for  leases.  The 
FASB  heard  anguished  pleas  from 
some  companies  that  their  bond  in- 
dentures would  be  technically  abro- 
gated if  they  were  forced  to  capitalize 
leases  on  their  balance  sheets  as  lia- 
bilities. The  board  reluctantly  agreed 
that  would  be  true  in  some  cases.  Says 
Sprouse:  "To  take  overnight  action 
could  throw  things  in  an  uproar.  With 
publicly  held  debt  obligations,  you 
might  have  to  get  a  vote  of  all  the 
bondholders  around  the  country  to 
get  approval  of  a  change  in  the  in- 
denture." Accordingly,  the  board  pro- 
vided a  four-year  grace  period  for 
firms  to  change  over;  after  1980,  near- 
ly all  leases  must  be  capitalized. 

That's  a  pretty  messy  compromise 
—albeit  a  necessary  one.  But  the  ac- 
countants say  it's  nothing  compared 
with  the  mess  that  would  occur  if  the 
numbers  they  assemble  were  used  as 
instruments  of  public  policy.  "It 
would  be  a  great  mistake,"  says  Bur- 
ton, "if  standard-setting  bodies  were 


". . .  What  really  kills  me 
is  when  you  get  these  guys 
saying  the  'Big  Eight'  are 
too  big.  But  then  we're 
condemned  because  we 
missed  some  illegal  payment 
in  Milan  before  anyone  knew 
there  was  an  illegal  payments 
problem.  Come  on! . . ." 

—Russell  Palmer, 
managing  partner,  Touche  Ross  &  Co. 
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to  start  establishing  standards  be- 
cause of  the  economic;  effect  they 
have."  But  that's  exactlyK&yhat  would 
happen,  warn  the  accountants,  if  the 
government  set  accounting  principles. 

In  1971,  for  example,  the  now-de- 
funct Accounting  Principles  Board,  in 
the  interest  of  conservative  financial 
reporting,  stated  that  the  investment 
tax  credit  should  be  amortized  over 
the  life  of  the  asset  for  which  it  ap- 
plies. Congress,  however,  had  a  dif- 
ferent idea:  It  wanted  the  credit  to 
give  a  quick  boost  to  corporate  prof- 
its. Consequently,  it  passed  a  law  pro- 
hibiting auditors  from  prescribing  any 
particular  accounting  treatment  of  the 
credit— thereby  allowing  companies  to 
flow  the  credit  through  to  earnings  all 
at  once  or  amortize  it  as  they  pleased. 
That  may  have  been  good  economic 
policy,  but  it  hardly  promoted  uni- 
form accounting  standards. 

There  are  plenty  of  other  cases 
where  politicians  have  dabbled  in 
accounting  issues.  Senator  Metcalf's 
interest  in  changing  electric  utility  ac- 
counting for  consumers'  benefit  is  one 
example.  Another  is  Congressman 
William  Hughes  (D-NJ. ),  who  main- 
tains that  oil  and  gas  companies  use 
accounting  gimmickry  to  "hide  prof- 
its" from  the  public.  Whether  or  not 
they're  right  is  not  at  issue  here.  The 
point  is:  Financial  statements  cannot 
be  all  things  to  all  people.  What  one 
man  sees  as  "hidden  profit"  may  be 
what  another  views  as  conservative 
accounting  practice. 

So  what  should  financial  statements 
be?  The  FASB  has  proposed  an  an- 
swer to  that  question  as  part  of  its 


conceptual  framework"  project.  Ac- 
cording to  the  FASB,  financial  state- 
ments should  "provide  information 
that  helps  investors  and  creditors  as- 
sess the  prospects  of  receiving  cash 
from  dividends  or  interest,  and  from 
proceeds  from  the  sale,  redemption  or 
maturity  of  securities  or  loans." 

This  is  no  empty  platitude.  Its  em- 
phasis on  aiding  investors  and  credi- 
tors could  involve  conflicts  with  other 
goals— such  as  aiding  Washington's 
economic  policy,  or  encouraging  more 
research  and  development,  or  unveil- 
ing the  oil  companies'  hidden  "ob- 
scene" profits  for  every  angry  con- 
sumer to  behold.  These  other  goals 
can't  be  ignored,  but  the  FASB  seems 
to  believe— quite  properly— that  they 
must  take  a  back  seat  to  the  primary 
goal  of  serving  the  capital  market. 

Does  this  mean  that  stockholders 
and  bankers  are  more  "important" 
than  ordinary  people?  Not  at  all.  But 
the  capital  market  is  the  means  by 
which  society  allocates  its  resources; 
its  information  system  can  be  muddied 
or  distorted  by  political  considerations 
only  at  some  peril. 

What  Audit  Standards 
— And  For  Whom? 

All  this  comes  under  the  heading  of 
accounting  principles— the  rules  for 
preparing  financial  statements.  There 
is  also  the  matter  of  auditing  stan- 
dards—the rules  for  validating  the 
numbers  that  go  into  the  books.  Here, 
too,  the  Metcalf  report  demands  a 
new  tangle  of  federal  regulation  to 
sort  things  out.  The  report  recom- 


". . .  Treferability'  is  really 
a  matter  of  frustration 
over  how  to  get  to  uniform 
accounting.  And  how  are  you 
going  to  get  to  uniformity? 
Should  the  individual  audi- 
tor, acting  on  his  own,  decide 
these  questions?  . . ." 

—Harvey  Kapnick,  chairman 
and  chief  executive, 
Arthur  Andersen  &  Co. 


mentis  that  the  federal  government 
self  take  over  the  setting  and  monitd 
ing  of  auditing  standards,  and  th 
auditors  be  held  liable  for  simple  neji 
ligence  in  failing  to  detect  fraud  an 
illegal  acts  by  clients.  Because  auJ 
tors  can't  be  trusted  to  maintain  J 
arms-length  relationship  with  clienj] 
Metcalf  suggests  that  Congress  cq! 
sider  a  Ralph  Nader-backed  propo^ 
that  would  require  all  companies 
rotate  auditing  firms  at  least  once  c 
ery  few  years.  The  report  also  su 
gests  that  the  Federal  Trade  Coi 
mission  and  U.S.  Justice  Departme 
investigate  the  Big  Eight  accountii 
firms  to  see  if  their  size  and  marl 
share  violate  antitrust  laws. 

There  are  some  veiy  basic  issues  i 
volved  here— which  the  Metcalf  1 
port  simply  ignores.  The  fact  is  tq 
requiring  too  much  of  the  auditc 
will  involve  great  cost  to  society.  V 
auditing  fees  of  the  Big  Eight  fin 
alone  already  add  up  to  well  over 
billion  annually,  and  that's  just  I 
sampling  parts  of  the  corporate  boo] 
"If  we  insist  that  auditors  explore  c- 
ery  nook  and  cranny  of  every  coi 
pany  they  audit,  the  cost  will  be  ; 
tronomical,"  says  Philip  Defliese,  \ 
nior  partner  of  Coopers  &  Lybrand. 

As  things  are  now,  it  already  tal 
huge  firms  with  great  resources 
audit  the  world's  multinational  ci 
porations  effectively.  "What  really  h 
me,"  says  Russell  Palmer,  managi 
partner  of  Touche  Ross  &  Co., 
when  you  get  these  guys  saying  tl 
the  Big  Eight  are  too  big.  But  th 
we're  condemned  because  we  miss 
some  illegal  payment  in  Milan  befc 
anyone  knew  there  was  an  illegal  pj 
ments  problem.  Come  on!" 

It  also  takes  a  big  firm  to  be  al 
to  stand  up  to  the  corporations  wh 
disputes  arise  in  the  course  of  an  a 
dit.  If  a  firm  doesn't  have  a  large  nu 
ber  of  big  corporate  accounts,  it 
more  likely  to  buckle  when  a  big  ( 
ent  wants  to  do  things  its  own  wa 

Rotating  auditing  firms,  moreov 
has  its  drawbacks.  It  takes  a  gri 
deal  of  knowledge  about  a  compa 
to  perform  an  effective  audit.  In  fa 
many  of  the  auditing  failures  of  l 
past  decade  occurred  because  the  sj 
ditors  were  new  to  the  companies 
industries  they  were  auditing— not  1 
cause  they  had  become  "cozy"  w! 
them.  "Almost  all  of  the  problJ 
cases  occurred  in  the  first-  or  secoi 
year  audits  of  the  client,"  says  Ni 
York  University's  Lee  Seidler.  "I 
the  most  part,  audit  busts  have  l 
occurred  in  cases  where  account 
firms  had  audited  clients  for  I 
years.  They've  occurred  right  in 
beginning."  The  Penn  Central  de 
cle,  for  instance,  occurred  in  the  fi 
year  that  PC  was  audited  by  P 
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Sears  RoadHandler. 
Better  after  40,000  miles 
than  Federal  standards  say 
a  new  tire  has  to  be. 


"Proof  of  Performance"  facts 
about  Sears  best  Steel-Belted 
Radial,  the  tire  that  ran  the 
route  of  the  Pony  Express. 

With  40,000  miles  of  relentless  day 
and  niuht  driving  already  behind 
them,  four  Sears  RoadHandlers  set 
out  and  tamed  the  rugged  2,000  mile 
route  of  the  old  Pony  Express. 


Then  we  put  them  to  the  real  test: 
Department  of  Transportation  Fed- 
eral Motor  Vehicle  Safety  Standard 
109  for  new  tires. 

Results?  Sears  RoadHandlers  ex- 
ceeded every  government  require- 
ment, e.g.  for  strength,  heat  resist- 
ance and  bead  unseating  (keeping 
the  tire  on  the  rim  in  hard  turns). 

Even  when  subjected  to  X-ray 
examination  of  the  complete  tire, 
these  RoadHandlers  showed  no 
failure  of  any  kind  anywhere. 

No  wonder  thev're  Sears  best 
Steel-Belted  Radial. 


15%  better  wet  cornering 
than  Sears  original 
Steel-Belted  Radial. 

A  new  wet  cornering  traction 
record  for  Sears  tires!  Under 
carefully  controlled  labora- 
tory conditions  at  Calspan 
Tire  Research  Facility, 
Sears  RoadHandler  beat 


(by  an  impressive 
15%)  the  original 
Sears  Steel -Bel ted 
Radial  that  beat  the 
Baja. 

Two  more  facts: 
12.5%  more  rubber 
meets  the  road  for 
quicker,  surer  stops. 
And  more  water  is 
channeled  along  5 
tread  grooves  instead 
of  4  to  help  prevent 
hydroplaning  (skid- 
ding on  the  thin  film 
of  water  between  a 
rainy  road  and  the 
tire's  surface). 


Sears 

Tire  and  Auto  Centers 
and  Catalog. 

"Straight  talk,  good  values 
and  satisfaction/' 

©SEARS,  ROEBUCK  AND  CO.  1977 

Crocker  Bank 
has  never  advertised 

that  it's  the  leader 
in  corporate  banking 
in  the  west. 


The  world  of  corporate  banking  is  changing 
rapidly.  And  Crocker  Bank  is  not  only  involved 
in  those  changes,  we're  initiating  some  of  them. 
Because  we  believe  banks  can  do  a  lot  more  for 
corporations  than  simply  lend  money  or  process 
collections. 

For  instance,  by  restructuring  our  organiza- 
tion with  new  people  and  programs,  our  Gir- 
porate  Banking  Division— right  now— can  claim 
an  impressive  range  of  services.  Like  assistance 
with  mergers  and  acquisitions.  Divestitures. 
Capital  restructuring.  Private  placements.  And 
all  sorts  of  capital-raising  activities.  If  that  sounds 
like  Wall  Street  activity,  it's  not  surprising.  After 
all,  that's  where  a  lot  of  us  came  from. 

We  can  also  talk  about  our  Cash  Manage 
ment  services  right  now.  Because  we've  got  so 
much  to  talk  about.  Like  Quick  Cash,  our  own, 
new,  fully-automated  lockbox  system.  And  G>m 
municash,  our  electronic  deposit  reporting  sys- 
tem. And  Paysafe,  our  automated  funds  trans- 
fer system.  Not  to  mention  all  the  rest  of  our 
cash  management  services,  and  the  team  of  top 
experts  we've  recruited  to  run  them. 

We  have  a  strong  point  to  claim  in  our  inter- 
national services.  It's  the  unbeatable  combina- 
tion of  our  highly-trained  professionals  and  our 
close  relationships  with  the  leading  foreign 
banks.  In  every  part  of  the  world.  We  don't  just 
compete  with  them,  we  work  with  them. 

Or  we  could  talk  about  our  expertise  and 
long  experience  in  the  management  of  employee 
benefit  funds.  Because  we're  proud  of  our  per 
formance  record.  And  of  having  opened  up  new- 
ways  to  make  diversification  more  meaningful 
lo  the  corporate  community. 

Before  long,  we  might  be  making  even  more 
superlative  claims. 

After  all,  California  is  a  major  money  center. 
It's  where  the  action  is,  and  our  position  here  is 
strong,  with  more  than  360  branches  throughout 
the  state. 

Meanwhile,  we're  ready  for  bigger  and  bet- 
ter things.  If  you  are  too,  please  get  in  touch. 

We've  got  some  corporate  bankers  that 
would  be  happy  to  answer  your  questions.  And 
ask  a  few  of  their  own. 


CROCKER 


Changing  corporate  banking. 
From  California. 


arwick.  This  is  one  reason  why 
fating  auditors  to  insure  "indepen- 
mce"  may  not  work. 
Does  all  this  mean  that  we  can't 
iprove  on  the  status  quo?  That  we 
n't  heap  greater  responsibility  for 
jjrer  financial  reporting  on  the  audit- 
s' profession?  That  we  can't  keep 
xlitors  constantly  on  the  lookout  for 
anagement  misbehavior  without  im- 
iring  their  ability  to  work?  Not  at  all. 
One  of  the  most  promising  areas 
1  improvement  is  that  of  making 
re  that  alternative  practices  avail- 
ile  under  Generally  Accepted  Ac- 
unting  Principles  no  longer  cloak 
reative  accounting"  techniques.  In 
e  late  Sixties  and  early  Seventies, 
pestors  learned  the  hard  way  that 
ingenious  concoction  of  GAAPs 
ay  not  "fairly  present"  at  all.  Thus, 
e  SEC  in  September  1975  issued 
^counting  Series  Release  177,  which 
quired  companies  changing  from 
ic  GAAP  to  another  to  present  a 
per  from  their  auditors  confirm- 
g  that  the  change  was  to  a  prcf- 
able  method  under  the  circum- 
ances— and  explaining  why. 
Suppose,  for  instance,  that  Whoo- 
■v  Industries,  Inc.  wants  to  change 
)in  the  highflyer  method  of  ac- 
xinting  for  its  widget  operations  to 
e  conservative  method.  Under  ASR 
'7,  Whoopee  would  have  to  sub- 
it  a  letter  from  its  auditors  explain- 
g  whether  or  not  the  conservative 
ethod  was  preferable  in  Whoopee's 
rcumstances. 

The  ruling  was  not  well  received 
itially  by  the  CPAs,  although  most 
them  are  slowly  accepting  it.  A  ma- 


". . .  People  tend  to  think 
of  auditors  as  detectives. 
They're  not— they're  ac- 
countants. We  train  them 
in  debits  and  credits. 
Even  if  they  look  carefully, 
auditors  will  miss  many, 
maybe  even  most,  frauds . . ." 

—Lee  Seidler,  deputy  chairman, 
AICPA  Commission  on 
Auditors'  Responsibilities 


jor  exception  is  Big  Eight  firm  Arthur 
Andersen  &  Co.,  ever  the  outspoken 
maverick  of  the  accounting  world.  An- 
dersen filed  suit  against  the  SEC  over 
the  issue,  horrifying  the  rest  of  the 
profession— which  fears  that  parts  of 
the  suit  threaten  to  turn  accounting 
principles  over  to  the  government. 

But  Harvey  Kapnick,  Andersen's 
chairman  and  chief  executive,  insists 
that  he  hardly  wants  anything  like 
that  to  happen.  "The  question  of  pref- 
erability,"  Kapnick  told  Forbes,  "is 
really  a  matter  of  frustration  over 
how  to  get  to  uniform  accounting. 
And  how  are  you  going  to  get  to  uni- 
formity?" According  to  Kapnick,  the 
FASB  or  APB  should  have  deivsed  a 
system  of  consistent  accounting  prin- 
ciples long  ago.  But  alas,  they  haven't. 
So,  Kapnick  asks:  "Should  the  indivi- 
dual auditor,  acting  on  his  own,  de- 
cide these  questions?" 

Against  Kapnick's  judgment,  the 
answer  to  that  question  will  be  "yes" 
—at  least,  if  the  AICPA's  Commission 
on  Auditors'  Responsibilities  has  its 
way.  The  commission  will  recommend 
that,  except  in  a  very  small  number  of 
toss-up  cases,  management  will  not 
have  a  free  choice  among  various 
Generally  Accepted  Accounting  Prin- 
ciples. The  auditors  will  have  to  de- 
cide which  method  they  consider  pref- 
erable in  each  client's  case. 

Go  back  to  the  example  of  Whoo- 
pee Industries.  Under  the  AICPA 
commission's  proposal,  Whoopee's  au- 
ditors would  have  to  insist  that  the 
company  change  from  the  highflyer 
method  to  the  conservative  method,  if 
they  believed  the  conservative  method 


preferable  in  Whoopee's  case.  If 
Whoopee  refused,  the  auditors  would 
have  to  qualify  their  report. 

Is  it  unreasonable  to  ask  auditors  to 
assume  this  responsibility?  Kapnick 
clearly  thinks  so,  but  Sandy  Burton 
says  pointedly:  "I've  never  yet  seen  a 
situation  where  a  client  came  to  an 
accountant  and  asked:  'How  shall  we 
account  for  this?'— and  the  accountant 
hasn't  been  able  to  come  up  with 
something  he'd  recommend." 

The  AICPA's  commission  is  also 
coming  out  with  recommendations  on 
auditors'  responsibilities  for  dealing 
with  management  fraud  and  illegal 
acts.  Says  Lee  Seidler,  who  serv  ed  as 
deputy  chairman  of  the  commission: 
"Believe  it  or  not,  some  accountants 
say  that  they're  not  supposed  to  hunt 
for  fraud.  We  think  the  auditor  is 
kidding  himself  if  he  believes  that.  On 
the  other  hand,  we  think  the  public 
ought  to  realize  that  the  auditor  is 
not  very  good  at  finding  it,  because 
there  is  usually  a  deliberate  attempt 
to  hide  it  from  him.  People  tend  to 
think  of  auditors  as  detectives.  They're 
not— they're  accountants.  We  train 
them  in  debits  and  credits.  Even  if 
they  look  carefully,  auditors  will  miss 
many,  maybe  even  most,  frauds." 

Similarly,  Seidler  continues,  the 
problem  with  exposing  illegal  corpor- 
ate acts  is  that  auditors  aren't  super- 
men. Any  company  these  days  is 
bound  to  be  on  the  borderline  of  vio- 
lating some  antitrust  statute,  some  en- 
vironmental regulation,  or  some  other 
law.  If  auditors  do  find  clear  instances 
of  payoffs  to  government  officials,  or 
violations  of  other  regulations,  they 
should  report  them  to  the  board  of  di- 
rectors' audit  committee  and  see  that 
proper  action  is  taken— that,  Seidler 
says,  is  their  duty.  But  it  would  be 
silly  to  expect  accountants  to  be  so- 
ciety's experts  on  fine  points  of  law 
and  morality. 

What  it  all  boils  down  to  is  this: 
The  accountants  failed  to  prevent  the 
corporate  abuses  that  were  so  com- 
mon in  the  late  Sixties  and  early  Sev  - 
enties. They  paid  a  high  price  in  the 
courts— as  well  as  in  loss  of  profession- 
al esteem.  Since  then,  however,  they 
have  cleaned  up  their  acts  considera- 
bly, and  appear  to  be  well  on  the  way 
to  appreciating  the  extent  of  their  re- 
sponsibilities to  the  capital  market— 
and  the  corresponding  responsibility 
to  stand  up  to  their  clients. 

It  would  be  a  bad  thing  for  every  - 
body if,  in  punishing  the  accountants 
for  sins  now  atoned  for,  the  poli- 
ticians were  to  subvert  the  true  (if 
somewhat  limited)  function  of  certi- 
fied public  accounting— and  at  the 
same  time  foist  upon  this  country  yet 
another  maze  of  regulations,  yet  more 
miles  of  costly  red  tape.  ■ 
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Country  Cousin 


You  thought  real  estate  was  exciting  and  risky? 
Look  at  Realty  Refund.  Dull,  but  it  earns  12%. 


"If  the  Chase  had  done  what  we 
did,  people  would  be  throwing  money 
at  it.  If  we  had  done  what  the  Chase 
did,  we'd  be  in  jail."  So— with  more 
than  a  little  hyperbole— contends  Al- 
fred Lerner,  43,  chairman  of  Cleve- 
land's Realty  Refund  Trust,  an  Ameri- 
can Stock  Exchange  traded  real  es- 
tate investment  trust. 

Realty  Refund  has  not  had  a  single 
bad  loan  in  its  some  $140-million  loan 
portfolio  since  it  was  created  in  1971, 
and  it  is  currently  returning  12%  (all 
paid  out  in  dividends)  on  equity. 
Nevertheless,  the  stock  trades  near 
book  value  ($19),  driving  Lerner  to 
distraction:  "Bankers  Trust  flopped, 
the  Chase  flopped,  so  they  just  won't 
believe  some  yo-yo  out  in  Cleveland 
could  succeed." 

It  isn't  only  the  wound  to  his  pride. 
"The  theory  of  a  REIT  is  that  you 
expand  by  selling  stock  over  book  val- 
ue and  investing  the  proceeds,  but  we 
still  can't  do  that,"  he  explains. 
"There's  nothing  more  frustrating  than 
having  all  your  money  out;  we  haven't 
made  a  new  loan  since  1975." 

However,  1  million  warrants  exer- 
cisable at  $20  are  slated  to  expire 
this  June,  and  Lerner  hopes  they'll 
bring  in  some  new  funds.  Then  there's 
always  the  possibility  of  a  stock  sale. 

Should  Realty  Refund  get  the  mon- 
ey, Lerner  will  do  with  it  exactly 
what  he  did  with  the  $20  million 
raised  in  the  original  offering:  Lever- 
age it  and  put  it  into  wraparound 
loans  on  existing  income-producing 
properties.  Lemer's  private  real  estate 
company,  Mid-America  Cos.,  owns 
and  operates  income-producing  prop- 
erties; Realty  Refund,  advised  by  Ler- 
ner, finances  income-producing  prop- 
erties (not  the  same  ones,  of  course, 
except  for  a  single  loan  that  was 
paid  off  early  in  1976) . 

Wraparound  loans  are  akin  to  sec- 
ond-mortgage loans:  The  borrower 
gets  a  new  mortgage  loan  (the  wrap- 
around) that  equals  the  balance  out- 
standing on  his  original  loan  plus  an 
additional  amount  supplied  by  the 
trust.  Meanwhile  the  trust  takes  over 
the  remaining  payments  to  the  origi- 
nal mortgage  lender. 

The  concept  isn't  too  exciting.  As 


Realty  Refund's  Lerner:  Smart  enough 
to  know  he  doesn't  know  it  all. 


Lerner  describes  it,  "It's  the  reciprocal 
of  being  an  entrepreneur.  After  the 
building  is  built,  after  it's  had  a  few 
years'  track  record,  then  you  come  in 
and  refinance  it.  As  far  as  most  big 
lenders  are  concerned,  it's  like  some- 
one bringing  in  an  old  pair  of  pants 
and  asking  Oxxford  to  redo  the  cuffs." 

The  wraparound's  advantage  to  a 
lender  is  that  it's  far  easier  to  judge  a 
project  that  has  been  around  a  few 
years  than  one  that's  just  a  dollar  sign 
in  somebody's  eye.  The  advantage  to 
a  borrower  is  the  ability  to  draw  cash 
out  of  a  partly  paid-down  property 
without  having  to  sell  it.  In  addition, 
by  borrowing  more  money  on  the  en- 
tire property,  the  borrower  raises  the 
proportion  of  his  deductible  interest 
payments  to  nondeductible  amortiza- 
tion payments.  Even  though  he  pays 
interest  on  the  total  package  at  a 
higher  rate,  the  net  effect  is  favorable. 
With  a  little  help  from  the  taxman, 
everyone  comes  out  ahead. 

Of  course,  admits  Lemer,  you  still 
have  to  choose  which  properties  to 
refinance.  In  the  good  old  days  when 
Realty  Refund  was  lending  money,  it 


accepted  maybe  one  out  of  every  25 
loan  requests  it  received.  "They're  al- 
ways telling  us  about  stabilized  ex- 
penses," he  says,  puffing  on  a  $2  cig- 
ar. "That  expression  really  breaks 
me  up.  It  means:  What  you  expect 
costs  to  be,  based  on  what  costs 
would  have  been  if  certain  unexpect- 
ed things  hadn't  happened.  Show  me 
a  stabilized  world  and  maybe  I'll  be- 
lieve stabilized  expenses." 

A  former  furniture  salesman  from 
Queens,  N.Y.,  Lemer  got  into  the 
business  slowly— and  from  the  bottom 
up.  In  1965,  with  a  net  worth  of 
$8,000,  he  borrowed  $30,000  from  a 
bank  and  got  several  friends  to  put 
up  $70,000  more  to  buy  a  59-unit 
garden  apartment  building  in  Cleve- 
land for  $100,000  down.  As  it  hap- 
pened, tax  assessments  in  the  area 
were  suddenly  lowered.  "When  I 
looked  at  myself  in  the  mirror  in  the 
mornings,"  he  says,  "I  saw  a  real  es- 
tate operator,  yet  here  I  was  still  rent- 
ing a  warehouse  for  my  furniturei 
business."  He  refinanced  the  building 
for  more  than  it  had  cost  him,  and 
bought  a  warehouse.  Within  a  few 
months,  he  sold  the  furniture  busi- 
ness to  his  sales  manager. 

He's  still  fondest  of  garden  apart- 
ments, and  his  biggest  mistake  came 
when  he  ignored  this  predilection  to 
buy  two  high-rises  in  Dayton  and  Co- 
lumbus, Ohio.  "It  looked  like  a  bar- 
gain, even  though  the  track  record 
wasn't  too  good.  I  thought  I  could  get) 
it  up  to  normal,  but  the  original  fig- 
ures were  right.  We  couldn't  raise  the 
rents  and  keep  the  tenants." 

These  days,  Lerner  drives  a  Rolls- 
Royce.  But  in  business,  he  practices! 
the  homespun  advice  he  preaches: 
"Making  money  is  mosdy  a  ques- 
tion of  self-discipline.  You  have  to  re- 
sist wanting  to  be  a  pioneer.  My  ex-l 
pertise  is  with  existing  properties.  I 
don't  know  how  to  build  buildings. i 
So  Mid-America  doesn't  build  build- 
ings, and  Realty  Refund  doesn't  fi-i 
nance  people  who  build  buildings. 

"Let  the  builder  take  all  the  risk  he 
wants.  I'll  come  in  afterwards  andl 
take  a  lower  return  for  a  surer  deal. 

"The  best  you  can  ever  hope  for  ini 
making  a  loan  is  to  get  your  money 
back  with  the  interest.  You  can! 
win;  all  you  can  do  is  tie.  If  you  try 
to  jack  your  rates  so  high  the  other 
guy  loses,  you  lose  too.  You're  onlw 
as  good  as  the  guy  who  owes  yoil 
money." 

It  sounds  like  common  sense.  Al 
Lemer  knows  enough  to  follow  it.  ■ 
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hrough  a  granite  mountain,  new  1-91  is  carved... 
niles  from  the  nearest  equipment  repair  center. 
i  report  from  Ingersoll-Rand. 


Near  Barnet,  Vermont,  new  1-91 
was  literally  carved  out  of  a  granite 
mountainside.  Over  1.6  million 
yards  of  rock  had  to  be  blasted— 
with  blastholes  drilled  as  deep  as 
100  feet— on  aschedulethatmade 
equipment  reliability  a  must. 

Ingersoll-Rand  helped  meet 
that  challenge.  Our  rugged  com- 
pressors quietly  supplied  airpower 
to  16  hard-working  l-R  rock  drills. 
These  5-  and  31/2-inch  drills  cut 
through  granite  laced  with  ex- 
tremely hard,  diagonal  seamsthat 
constantly  threatened  to  deflect 
or  damage  equipment. 

Yet  the  project  moved  ahead 
on  schedule— and  with  minimum 
commotion.  Travelers  on  nearby 
U.S.  5  could  barely  hear  the  quiet 
l-R  compressors  parked  there. 
Completion  of  this  final  1 .7  miles 
opens  up  an  inviting  new  way  to 
enjoy  Vermont's  beautiful  scenery. 

Meeting  other  challenges 

In  over  100  countries,  Ingersoll- 
Rand  machinery  is  working  to 
benefit  people.  We're  one  of  the 
largest  suppliers  of  industrial 
machinery  and  equipment,  with 
1976  sales  of  about  $1 .9  billion. 
Our  innovative  technology  and 
in-service  reliability— proven  on 
hundreds  of  difficult  projects- 
help  us  maintain  a  leadership 
position. 

Write forour  Annual  Report  or 
product  literature.  Ingersoll-Rand, 
Dept.  759,  Woodcliff  Lake,  NJ 
07675. 


Ingersoll-Rand 


'Kodak  showed  us  how  to  move  faster 
on  customer  questions 

and  save  $50,000 besides.  logged  by  I md?0Y  southern 

financial  institution  since  it  adopted 
Kodak's  proposal  for  centralized 
microfilming  of  depositor  records. 

From  yet  another  bank,  the  sav- 
ings came  in  the  computer  printout 
area  where  filming  is  now  saving 
$70,000  a  year  in  paper  alone. 

You  already  know  you  save 
money  with  Kodak  microfilm.  But 
now,  the  need  is  to  look  beyond  the 
savings  generated  in  routine  appli- 
cations. 

To  make  this  kind  of  progress 
in  your  organiza- 
tion takes  your 
determination 
to  seek  better 


Ask 


us 


answers. 

The  sooner  you  ask 
us,  the  sooner  we  can 
help  with  an  in-depth 
proposal.  If  youVe  already  received 
a  Kodak  Proposal,  act  on  it  now 
and  start  saving. 

Write  on  your  letterhead  to  D.  W. 
Storey,  Eastman  Kodak  Company, 
Dept.7614,  Rochester,  N.Y.  14650. 

What  you're  saving  now  with 
microfilm  is  only  the  beginning. 


Someone's  In  The  Kitchen 
Besides  The  Entenmanns 


For  mass-produced  but  high-quality 
baking  it's  hard  to  beat  Entenmann's, 
Inc.,  a  solid,  family-run  enterprise. 
Just  the  ingredients  to  inspire  busy 
little  hands,  and  minds,  on  Wall  Street. 


ft  f.T  '  ym 
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The  eleven  members  of  the  Enten- 
mann  family  took  their  regional  bak- 
ing company  (estimated  sales:  $117 
million )  public  nine  short  months  ago. 
Despite  an  extraordinary  amount  of 
attention  paid  to  this  new  issue  by 
the  Wall  Street  community,  the  En- 
tenmanns would  like  to  believe  that 
nothing  in  their  lives  has  changed— 
and  that  nothing  will  change. 

Never  far  from  the  watchful  eye 
of  Mrs.  E.,  the  all-knowing  matriarch 
of  the  family,  the  three  Entenmann 
brothers  still  share  a  postage-stamp- 
size  office— barely  big  enough  for  their 
desks.  Lunch  is  still  sandwiches  or- 
dered from  the  local  deli,  shared  by 
board  members  and  family  around  a 
large  table  in  a  room  that  hardly  qual- 
ifies as  a  boardroom.  It's  here  that 
the  family  thrashes  out  company  pol- 
icy: Should  we  make  a  yeast-raised 
donut?  How  many  chips  in  our  new 
chocolate-chip  cookie?  What  about  a 
new  bakery  in  the  Midwest?  In  an- 
swer to  a  question,  five  people  start 
talking  at  once,  and  amid  the  din  you 
can  count  on  hearing  at  least  three 
different  opinions. 

But  things  have  changed  since  the 
company  went  public,  whether  or  not 
the  Entenmanns  acknowledge  it. 
While  you  have  to  work  hard  to  find 
five  analysts  who  follow  Chrysler  on 
Wall  Street  these  days,  those  who  fol- 
low Entenmann's  are  everywhere.  A 
sample  of  their  enthusiasm  for  this 
new  issue:  "Although  we  have  no  ba- 
sis for  predicting  that  its  shares  will 
become  another  institutional  favorite 
.  .  ."  writes  Drexel  Burnham's  Barry 
Gluck  in  the  course  of  an  emphatical- 
ly upbeat  appraisal. 

Companies  like  Entenmann's— small 
but  solid,  well  run  and  colorful— have 
a  powerful  appetite  appeal  on  Wall 
Street.  Like  so  many  busy  little  chefs, 
analysts  have  been  known  to  take  the 
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basic  ingredients  of  such 
companies  and  serve 
them  up  as  dishes  de- 
signed to  tempt  the  in- 
vestor. There  is  more  of 
that  going  on  lately. 
New  offerings  have 
surged  over  60%  in  the 
last  two  years.  But  a  fa- 
vorite dish  of  analysts, 
alas,  is  the  souffle.  A 
souffle  is,  of  course,  a  1g' 
wonderful  dish— all  egg 

whites  and  air.  But  there   

is  not  very  much  nourishment  in  it. 
As  a  dessert,  a  souffle  can  be  terrific. 
As  an  investment,  it  can  be  some- 
thing else  again. 

Is  Entenmann's  a  souffle?  Certainly 
not  now.  But  the  basic  ingredients 
are  there,  and  so  are  the  chefs.  Here 
is  the  classic  souffle  recipe— the  last 
steps  of  which  are  still  untested  in 
Entenmann's  case. 

Just  Desserts, 
Chez  Entenmann 

1  "concept" 

11  Entenmanns 

125  kinds  of  pies,  cakes  and  pastries 

2  plants,  one  in  New  York, 
one  in  Florida 

400  highly  motivated  salesmen 

$100  million-plus  in  sales 

32%  return  on  equity 

8%  aftertax  margins 

1  million  shares  publicly  traded, 

4  million  held  by  the  family 
an  11  multiple  possibly  headed  up. 

1.  Work  hard  for  80  years,  the  first 
60  as  a  mom-and-pop  bakery,  the 
next  20  building  a  big  and  profitable 
bakery  headquartered  in  Bay  Shore, 
Long  Island,  whose  formidable 
strength  is  products  that  taste  good 
and  a  market  strategy  that  makes 


sense.  Example:  Replace  many  Jane 
Parker  baked  goods  in  local  A&P  su- 
permarkets because  your  goods  are 
better,  cost  only  a  couple  of  pennies 
more  a  pound  and  your  service  is 
more  efficient  and  economical  for  the 
chain.  Expand  into  Miami,  where  re- 
tirees, many  of  them  from  the  New 
York  metropolitan  area,  already  know 
your  name. 

2.  Take  your  solid,  dependable 
company  public  a  little  bit  at  a  time. 
Note:  There  are  as  many  ways  to  ex- 
ecute Step  2  as  there  are  companies 
in  the  world.  Thus,  the  result  can  vary 
greatly,  depending  on  the  tempera- 
ments involved.  When  the  now  in- 
famous souffle  a  la  Levitz  Furniture 
was  cooking,  Wall  Street  had  the  en- 
thusiastic backing  of  the  family.  In 
contrast,  analysts  turned  New  Process 
Co.,  a  mail-order  house  in  bucolic 
Warren,  Pa.,  into  a  94-multiple  high- 
flyer all  by  themselves.  The  compa- 
ny's old-fashioned  managers  refused 
even  to  return  their  telephone  calls. 
The  result,  however,  was  the  same: 
When  New  Process  earnings  faltered, 
the  stock  plummeted  from  70  to  17 
in  ten  months  and  $525  million  in 
market  value  evaporated. 

The  Entenmanns?  Well,  like  the 
sensible  management  at  New  Process, 
they  say  their  job  is   running  the 
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Chances  are,  a  family  is  more  apt  to  be 
affected  by  the  calamity  on  the  right. 


What  happened  on  the  right? 

You  couldn't  tell  if  you 
were  just  driving  by.  The 
owner  died  before  the 
mortgage  was  paid.  Many 
people  aren't  protected 
against  this  disaster. 

But  your  Allstate 
Agent  has  life  insurance  to 


help  pay  off  the  mortgage  and 
give  your  family  a  debt-free 
home  if  you  die.  The  cost? 
Low,  considering  what  your 
family  is  getting. 

The  calamity  on  the  left? 
We  can  insure  you  against 
that,  too,  with  Allstate 
Homeowners  Insurance. 

See  your  Allstate  Agent 


for  the  Home  Protection 
Portfolio.  Because  your 
family  needs  both  kinds  of 
insurance. 

/instate 

You're  in  good  hands. 


Important  news:  Allstate  now  offers  a  10%  discount  on 
Homeowners  Insurance  in  most  states  for  any  house  five  years  old  or  less. 


(state  Life  Insurance  Company 

lstate  Insurance  Company,  Northbrook,  111. 


business.  They  reason  that  they  can 
listen  to  an  analyst,  but  that  doesn't 
mean  that  the  family  will  be  swayed 
by  what  they  hear.  Analysts,  nev- 
ertheless, have  begun  talking  up  En- 
tenmann's.  They  are  telling  investors 
that  they  are  buying  an  important 
new  growth  stock,  that  they  are  get- 
ting in  on  the  ground  floor  of  a  great 
investment  opportunity. 

3.  Begin  to  meet  with  bankers  and 
analysts  from  The  Street.  After  all, 
you  sold  20%  of  your  company  to  the 
public  for  $18.5  million,  and  now  you 
feel  an  obligation  to  keep  them  in- 
formed. Although  the  Entenmanns 
don't  seek  the  limelight,  their  27-year- 
old  chief  financial  officer  does  see 
Wall  Streeters  regularly.  Cause  and 
effect  are  hard  to  show,  but  despite 
the  thin  float,  trading  in  Entenmann's 
stock  has  lately  been  hitting  20,000 
shares  a  day.  Offered  at  $18.50,  the 
price  is  up  to  $21  (11  times  esti- 
mated 1976  earnings). 

4.  Now  let  the  analysts  fold 
in  one  fresh  "concept."  Ac- 
cording to  The  Street,  you're 
no  longer  an  ordinary  baker, 
you've  become  a  food  proces- 
sor with  a  difference. 

The  "concept"  in  Enten- 
mann's case  is  its  demonstrat- 
ed ability  to  offset  relatively 
high  ingredient  costs  (usually 
45%  to  55%  of  each  sales  dol- 
lar vs.  35%  for  some  large 
bakeries)  by  very  high  vol- 
ume. In  short,  mass  produc- 
tion of  high-quality  goods. 
Entenmann's  long  tunnel  ovens 
can  turn  out  6,000  raspberry 
twists  in  an  hour,  the  same 


". . .  To  make  a  souffle, 
the  Entenmanns'  cooperation 
would  be  desirable.  There's 
no  evidence  of  that . . ." 


time  it  takes  a  small  bakery  to  make 
100  or  so.  The  result:  selling  prices 
as  much  as  one-third  less  than  those 
of  Entenmann's  major  competitor,  the 
corner  bakery.  What's  more,  a  new 
tunnel  oven,  which  will  increase  vol- 
ume by  $15  million,  can  be  added 
for  as  little  as  $1.2  million. 

The  concept  is  enriched  by  Enten- 
mann's 400  highly  motivated  sales- 
men, who  not  only  drive  the  routes 
but  decide  what  should  go  on  the 
shelf  in  their  own  territory.  Their 
commissions  average  $30,000  per 
man  per  year.  The  best  salesmen, 
those  with  a  gift  for  personal  mar- 


keting, can  make  $50,000. 

5.  The  classic  recipe  calls  for  rapid 
expansion  to  create  dazzling  earnings 
growth,  breathlessly  reported  fl 
analysts. 

Will  the  Entenmanns  go  for  it?  W  ill 
they  seek  to  "go  national"?  Until  last 
year,  they  had  only  the  Long  Island 
headquarters— which  was  enough  to 
serve  distribution  centers  in  Connec- 
ticut, Pennsylvania,  New  Jersey  and 
Maryland.  These  centers  serve  stores 
as  far  north  as  Massachusetts,  and 
as  far  south  as  Maryland.  Now  En- 
tenmann's is  in  Miami  and  growing! 
fast  there.  The  analysts  go  ga-ga  at 
the  prospects  for  national  growth:  a 
single  big  bakery  in  northern  Ohio, 
say,  to  serve  Chicago  to  Cleveland, 
Detroit  to  Cincinnati. 

Just  listen  to  this  piece  of  logic 
from  the  pen  of  analyst  Robert  Kahn 
of  W.P.  Stewart  &  Co.  in  a  report 
sent  out  last  August.  Kahn  figured 
that  if  you  divide  Entenmann's  sales 
by  the  population  in  its  exist] 
ing  markets,  you  come  up  w  ith 
$4  in  sales  per  year  for  each 
person  in  the  area.  So,  in  al 
merry  exercise  in  extrapolaj 
tion,  Kahn  figured  that  if  the 
Entenmanns  build  or  buy  one 
new  bakery  every  three  years] 
they  could  add  another  129 
million  customers.  Multiply) 
that  by  $4  a  head,  and  presto] 
Entenmann's  sales  will  hil 
$500  million  in  ten  or  13 
years.  Start-up  problems?  Com 
sumer  acceptance?  Or  the  mil 
lion  and  one  other  things  tha 
could  go  wrong?  Kahn  did  no] 
discuss  these. 


Mass  Quality:  The  Entenmanns  overcome  high  ingredient 
costs  through  mass  production,  as  with  muffins  above. 


Nonbaker:  Robert  Rosenthal  (top),  once  packed  muffins. 
Now,  at  27,  he's  Entenmann's  chief  financial  officer. 
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Now, 

1  out  of  every  2 
copiers  we  place- 
replace  a  Xerox. 


Not  surprising.  The  Savin  770  plain  paper 
copier  is  the  most  reliable  machine  on  the 
market.  It's  practically  jam  proof.  That's 
because  of  our  simple  paper  path.  The 
shorter  the  distance  travelled,  the  less 
chance  for  jam  ups.  Our  copies  move  a 
mere  twelve  inches  from  beginning  to  end. 
In  some  Xerox  machines  a  copy  is  forced  to 
twist  and  turn  over  four  feet,  very  often 
ending  up  in  the  middle. 

Another  reason  so  many  people  switch  off 
Xerox  and  on  to  Savin  is  the  copy  itself. 
Ours  are  always  clear,  clean  and  needle 
sharp,  regardless  of  the  original,  whether 
you  copy  on  one  side  or  two.  That's 
because  the  Savin  770  has  a  mind.  An 


SAVIN 
BUSINESS 
MACHINES 
CORPORATION 


®Savin,  and  Savin  logotype  are  registered  trademarks 
of  Savin  Business  Machines  Corporation 

(&' Xerox  is  a  registered  trademark  of  Xerox  Corporation 


electronic  brain  reads  every  original  first 
and  makes  whatever  adjustments  are 
necessary  to  give  perfect  copies 
every  time. 

For  a  demonstration  of  the  economical 
Savin  770  plain  paper  copier,  contact  your 
local  Savin  representative  or  fill  out  the 
coupon  below.  See  for  yourself  how  much 
better  off  the  other  half  of  the  office  world 
has  it. 

I  1 

I  Savin,  Valhalla,  N.Y.  10595  17315  | 

I  □  Please  provide  additional  information  I 
I    about  the  Savin  770  Plain  Paper  Copier.  I 

,  Name/Title   , 

I  Firm   | 

'  Telephone  

Address  

I  City_   State    Zip   | 


L. 


J 


For  Wall  Street  to  make  one  of  its 
souffles  from  Entenmann's  basic  in- 
gredients, the  cooperation  of  the  En- 
tenmanns  themselves  would  be  a  de- 
sirable, but,  the  record  shows,  not  an 
essential  ingredient.  Thus  far,  in  any 
case,  there's  little  evidence  of  that. 
"Right  now,"  says  Charles  Enten- 
mann,  49,  "we're  not  considering  any 
immediate  expansions.  We've  got  our 


hands  full  with  our  new  line  of  do- 
nuts  and  our  first  cookie." 

Charles  Entenmann's  words  have 
the  ring  of  truth,  of  sincerity.  It's 
that  kind  of  attention  to  detail  that 
has  enabled  Entenmann's  to  get  big  in 
a  business  where  competitors  have 
barely  gotten  by.  But  can  that  kind 
of  hardworking  hardheadedness  sur- 
vive the  accolades  of  analysts  and  the 


promise  of  paper  profits?  Will  all 
those  tiny  bubbles  start  to  make  EnJ 
tenmann's  souffle  rise?  Only  time  will 
tell.  So  far,  however,  the  company's 
stock  is  selling  at  only  11  times  earr 
ings.  A  far  cry  from  Levitz  at  its] 
peak.  But  some  of  those  Wall  Street-) 
ers  are  still  in  there  trying.  Souffle 
may  cause  indigestion,  but  everj 
analyst  dreams  of  baking  one.  ■ 


Mother  Knows  Best 

If  you  think  the  soft-spoken,  casually  dressed  grand- 
mother whose  picture  appears  on  the  newly  issued 
stock  certificates  of  Entenmann's  Inc.  spent  the  last 
50  years  slaving  over  a  hot  oven  coming  up  with 
the  mouth-watering  recipes  for  Entenmann's  special- 
ties like  raspberry  Danish  twist,  sour  cream  chip  and 
nut  loaf  and  apple  crumb  pie,  you're  wrong. 

Martha  Entenmann  was  busy  counting  the  cash, 
paying  the  bills  and  making  the  bank  deposits.  It 
was  her  husband,  William  Jr.,  who  was  the  baker. 
Today,  at  70,  she's  at  company  headquarters  every 
morning  at  4  a.m.  putting  in  a  full  eight-hour  day 
counting  the  driver-salesmen's  cash  receipts.  That's 
taking  it  rather  easy  for  a  woman  who  in  1965  was 
solely  responsible  for  checking  in  all  100  of  the  En- 
tenmann drivers. 

Indeed  Mrs.  E,  as  she  is  called,  held  on  to  the  com- 
pany's presidency  until  just  before  the  public  offering. 

Back  in  1926  when  Entenmann's  consisted  of  one 

Mrs.  E  And  Sons,  William,  Left,  Robert  And  Charles:  The  big  question 
now  is  how  many  chips  in  their  new  chocolate-chip  cookie. 


retail  bakeshop  in  Bay  Shore,  Long  Island,  a  20- 
year-old  salesgirl,  Martha  Entenmann  (nee  Schneid- 
er), married  the  boss'  son,  William  Jr.  Her  father-in- 
law,  William  Sr.,  had  sold  his  Flatbush  bakery 
business  that  had  used  38  horse-drawn  carriages  to 
deliver  produce  and  moved  to  what  was  then  the 
countryside  of  Long  Island.  Once  married,  the  couple 
started  putting  in  14-hour  days  at  the  store.  Soon 
they  opened  bakery  counters  in  local  A&Ps,  then 
four  stores  of  their  own  and  finally,  in  1928,  they 
brought  one  of  the  first  home  bakery  delivery  routes 
to  Long  Island— this  time  with  a  fleet  of  trucks. 

The  retail  stores  slumped  during  the  Depression, 
according  to  Charles  Entenmann,  and  while  the  fam- 
ily had  20  trucks  going  in  a  25-mile  radius  before 
World  War  II,  they  dropped  down  to  six  because 
parts  and  people  were  scarce  during  the  war.  A  major 
fire  closed  the  company  for  a  year  in  1947. 

Then  William  Entenmann  Jr.  died  in  1951.  While 
her  three  sons  were  in  the  service,  Martha  kept  up 
the  business,  which  consisted  of  10,000  square  feet 
in  downtown  Bay  Shore  and  employed  50  people. 

When  the  sons  returned, 
they  decided  it  was  no  long- 
er economical  to  deliver  door 
to  door.  They  decided  to 
sell  wholesale— first  to  deli- 
catessens, and  in  1957  they 
landed  their  first  contract 
with  a  supermarket  chain. 
Food  Fair  Stores. 

Grandmotherly  Mrs.  E 
knows  almost  all  the  drivers 
by  first  name.  In  fact,  when 
the  Entenmann  Teamsters' 
union  went  out  on  strike  in 
1975,  all  the  drivers  but  one 
voted  to  go  along.  Finally 
back  at  work,  either  out  of 
embarrassment  or  loyalty, 
dozens  of  drivers  came  to 
Mrs.  E  to  apologize. 

"We're  a  family  opera- 
tion," claims  Martha  Enten- 
mann, despite  the  fact  that 
analysts  might  see  that  as  a 
negative.  "The  best  thing  to 
me  is  that  three  sons  and 
their  mother  can  work  so 
closely  together."  It's  no 
wonder.  When  Martha's 
boys  were  just  five  years 
old,  she  had  them  helping 
out  at  the  bakery,  putting 
cherries  and  nuts  on  the 
cookies,  peeling  apples  and 
peaches  and  sweeping  up. 


You  can  tell  a  lot  about  an  individual  by  what  he  pours  into  his  glass. 


ach'tsmanglass  created  for  the  Bushmills  G)llection  by  Henry'  Halem 
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Bushmills. 
Hie  worlds  oldest  whiskey. 
What  individuals  have  poured 
into  theirglass  since  1608. 


Born  Again 


Through  adroitness  in  courts  of  law  plus  a 

nicely  timed  acquisition,  once-sleepy 

Southland  Royalty  became  a  hot  little  oil  company. 

A  half  century  ago,  Southland  land's  president  and  chief  executive, 
Royalty  Co.  of  Fort  Worth  bought  the  Waddell  battle  was  the  way  to 
nearly  half  the  mineral  rights  under-  the  top.  A  Philadelphia  management 
lying  the  78,000-acre  Waddell  Ranch  consultant,  in  1967  he  returned  to  his 
in  West  Texas.  The  oil  rights  were,  in  native  Texas  and  soon  became  ad- 
turn,  leased  to  Gulf  Oil  Corp.  for  the  ministrative  assistant  to  Southland 
usual  one-eighth  royalty  and  natural  President  Robert  Cain.  Eventually 
gas  for  the  usual  limited  royalty  of  Brumley  was  thrust  into  the  Waddell 
4  cents  per  1,000  cubic  feet.  South-  fight  where  he  had  considerable  aid 
land  was  not  so  much  an  operating  from  a  tough  local  lawyer,  Luther 
company  as  it  was  a  conduit  for  royal-  Hudson,  who  outmaneuvered  a  bat- 
ty payments  from  Gulf  Oil.  Once  the  tery  of  seasoned  Gulf  attorneys.  For 
oil  on  the  ranch  was  exhausted, 
Southland  would  have  little  in  the 
way  of  income  to  fall  back  on. 

The  Gulf  lease  was  for  50  years,  » 
and  it  was  expected  that  long  before 
50  years  elapsed  the  oil  would  be 
gone.  But  fate  played  a  funny  trick. 
By  the  mid-Fifties  the  Texas  Railroad 
Commission  had  introduced  prora- 
tioning,  which  extended  field  life  by 
curtailing  output.  Eight  years  before 
the  lease's  1975  expiration  date,  Gulf 
sued  to  extend  the  lease  expiration 
date.  At  the  time  Southland  was  a 
small  ($14-million  revenues)  outfit 
with  net  income  of  $5  million,  43 
cents  per  share. 

But  Southland,  after  more  than  sev- 
en years  of  tough  legal  battles,  final- 
ly prevailed  in  1973  in  the  Texas  Su- 
preme Court.  Since  mid- 1975  it  has 
gotten  all  the  earnings  from  its  Wad- 
dell holdings  instead  of  one-eighth.  Cool  Under  Fire:  I.  Jon  Brumley 
In  just  six  months  its  Waddell  reve-  earned  his  spurs  guarding  South- 
nues  jumped  by  $21  million  (from.  $3      land's  assets  in  and  out  of  court. 

million  to  $24  million),  its  earnings   

by  over  $6  million.  Today  South- 
land's revenues  from  all  sources,  in-  his  role  in  later  negotiations,  Bram- 
cluding  a  major  1976  acquisition,  are  ley  was  made  chief  executive  in  1974. 
$128  million,  and  net  income  has  After  losing  in  the  Texas  Supreme 
soared  to  $27  million,  $2.28  a  share.  Court,  Gulf  struck  a  deal  with  South- 
In  this  period  Southland's  shares  have  land  on  the  royalty  company's  terms, 
nearly  tripled,  gratifying  many  Gulf  was  to  continue  as  operator  and 
wealthy  longtime  stockholders  who  allow  Southland  free  use  of  Gulf's 
have  been  able  to  depend  on  South-  equipment.  Gulf  could  buy  all  the 
land's  shares  as  a  juicy  annuity.  Waddell  oil  from  Southland,  but  at 

It  didn't  come  easy.  Over  this  pe-  market.  Gulf  would  process  the  gas 
riod  Southland  has  fought  off  a  take-  for  a  fee,  but  Southland  could  sell  it 
over  try  by  Mesa  Petroleum,  wound  to  anyone  at  the  going  price, 
up  victorious  a  year  ago  in  a  battle  Having  kept  Waddell,  Southland's 
for  Aztec  Oil  &  Gas,  and  appears  to  management  figured  the  time  had 
have  won  another  legal  round.  come   to   pick   up    some    new  re- 

For   I.   Jon   Brumley,   37,   South-     serves.  At  age  50,  the  Waddell  field 


obviously  wouldn't  last  50  years  more 

Eventually  the  remedy  proved  closi 
at  hand  in  Dallas-based  Aztec  Oil  { 
Gas,  which  was  available  for  acquisi 
tion.  Aztec  was  loaded  with  gas  re 
serves:  some  850  billion  cubic  feed 
nearly  2'i  times  Southland's.  Buj 
Aztec  almost  got  away.  Southland 
offered  $27  a  share,  while  Houstoij 
Natural  Gas,  a  much  larger,  wealthiej 
company,  seemed  prepared  to  go 
higher  at  any  time. 

That  brought  a  call  to  New  York'i 
Morgan  Guaranty  Trust,  whiclj 
promptly  dispatched  a  gas-and-oi] 
loan  team  to  Texas.  They  pored  ovei 
reports  on  Southland's  reserves  and  fi 
nances  even  more  carefully  than  Az 
tec's  before  flying  back  to  New 
York.  "The  next  day,"  says  Brumlejl 
proudly,  "they  told  us  they  would  lead 
a  group  of  banks  that  would  extend 
up  to  a  $200-million  line  of  credit.] 

HNG  offered  $30,  but  Southland 
countered  with  $32  and  acquired  all 
of  the  stock  at  a  cost  of  $182  million 
"Some  people  figured  we  overpaid  foj 
Aztec,"  says  Brumley.  "We  were  con 
vinced  we  hadn't,  not  when  you  couldj 
get  proven  gas  reserves  for  about  18 
cents  [per  thousand  cubic  feet]." 

By  midyear  the  Federal  Powe 
Commission  had  allowed  $1.42  foj 
new  interstate  gas,  and  even  old  ga) 
had  soared.  Says  Brumley,  "Early  w 
1976  we  were  selling  Aztec  gas  foj 
40  cents;  by  late  in  the  year  it  wa| 
around  70  cents;  it  will  be  close  td 
80  cents  by  June.  So  our  acquisitioi) 
of  Aztec  was  timely." 

Meanwhile,  Southland  was  winning 
another  key  legal  test.  Last  Decembe] 
the  Fifth  Circuit  Court  of  Appeals  re 
versed  an  earlier  FPC  order.  Thj 
court  held  that  the  remaining  30%  o 
Waddell  gas  output  (70%  had  beei 
sold  to  Houston  Natural  at  $2.10  pel 
thousand  cubic  feet)  was  intrastatd 
gas— which  meant  it  was  not  subject 
to  federal  price  controls.  If  the  decil 
sion  of  the  appeals  court  is  upheld,  i| 
will  mean  $5  million  more  revenues 
a  year  to  Southland— most  of  it  prof 
it— in  the  first  full  year  with  operation; 
at  1976  production  levels. 

With  things  breaking  his  way 
Brumley  plans  to  spend  over  $40  mil 
lion  on  exploration  and  developmem 
during  the  coming  year. 

For  a  company  that  could  have  bei 
come  worth  less  with  each  passing 
year  had  it  lost,  Southland  is  a  verj 
lively  corpse.  The  recent  market  vail 
ue  of  its  11.9  million  shares:  S46( 
million.  ■ 
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The  Best  Of  Everything 


How  do  you  take  over  as  head  of  the  best -managed  company 
in  the  industry?  Very  carefully. 


Everyone  has  his  sad  story.  Robert 
Flowerree's  concerns  the  day  back  in 
1951  when  his  family  sold  its  interest 
in  an  Oregon  sawmill  to  Georgia-Pa- 
cific and  took  about  $1  million  in 
cash  instead  of  stock.  "Nobody  at 
that  time  thought  G-P  stock  was 
worth  very  much  or  ever  would  be," 
he  says  ruefully.  Today  that  stock 
would  be  worth  over  $50  million.  But 
there's  still  some  consolation,  because 
Flowerree  took  a  job  with  G-P.  Last 
fall,  at  55,  he  became  chairman  and 
chief  executive  of  the  second-largest 
U.S.  forest  products  company. 

Since  then  Flowerree  has  been  pro- 


Flowerree:  "More  of  the  same"  is 
what  the  boss  thinks  Georgia-Pacific 
needs  to  keep  up  its  growth  pattern. 


ceeding  cautiously,  and  for  good  rea- 
son. G-P  has  the  reputation  of  being 
the  best-managed  company  in  the 
business.  (Analysts  recommend  Wey- 
erhaeuser for  its  trees,  G-P  for  its 
management.)  In  its  50-year  history, 
G-P  has  been  run  by  only  two  other 
men,  founder  Owen  Cheatham  and 
Robert  Pamplin,  who  bootstrapped 
their  way  to  the  top  with  decisions 
that,  if  often  unorthodox,  were  usually 
right.  Since  1952  the  company  has 
doubled  sales  and  earnings  every  five 
years— and  the  most  recent  five-year 
plan  was  completed  in  December,  a 
year  ahead  of  schedule.  In  1976 
net  income  rose  45.5%,  to  $215  mil- 
lion, on  sales  of  over  $3  billion. 

Flowerree  calls  himself  an  outsid- 
er, because  he  has  been  with  G-P  for 
"only"  25  years.  But  he's  certainly  no 
stranger  to  the  timber  business:  Sev- 
eral generations  of  his  family  had  in- 
terests in  lumbering,  and  Flowerree, 
who  drifted  out  to  Oregon  after  his 
discharge  from  the  Navy  after  World 


a  litde   more  in  pulp   and  paper. 

Indeed,  G-P  was  proceeding  more 
cautiously  even  before  he  took  over. 
Where  once  the  company  grew  rap- 
idly through  acquisition,  it  has  been 
growing  more  internally  in  recent 
years.  Partly  this  is  because  of  a  Fed- 
eral Trade  Commission  decree  in  1972 
that  prevented  G-P  from  acquiring 
large  timber  blocks  for  five  years  and 
plywood  mills  for  ten  years  without 
FTC  permission. 

The  same  decree  forced  G-P  to 
spin  off  20%  of  its  assets  ( mostly  west- 
ern lumber  operations )  to  form  Louisi- 
ana-Pacific, which  since  then  has 
grown  rapidly  and  last  year  had  $562- 
million  sales.  To  replace  the  lost 
growth,  Georgia-Pacific  has  been  con- 
tent to  grow  from  within.  "Owen 
Cheatham  was  the  big  plunger,"  says 
one  longtime  observer.  "His  underly- 
ing philosophy  was,  borrow  the  mon- 
ey and  use  the  trees  as  collateral. 
Pamplin  was  not  quite  the  plunger." 

Flowerree,  for  now,  seems  to  be 


". . .  G-P  has  the  reputation  of  being  the  best-managed 
company  in  the  business.  Analysts  recommend  Weyer- 
haeuser for  its  trees,  G-P  for  its  management . . ." 


War  II,  had  worked  in  all  of  G-P's 
major  divisions.  He  is  credited  with 
the  company's  move  into  chemical 
manufacturing,  an  increasingly  impor- 
tant part  of  earnings  (an  estimated 
16%  in  1976).  When  he  was  named 
president  and  chief  operating  officer 
in  1975,  his  next  step,  the  chief  execu- 
tive's spot,  was  clear. 

During  the  last  three  years,  with 
the  economy  faltering  and  housing  off 
drastically,  G-P,  over  50%  of  whose 
sales  are  to  the  building  industry, 
barely  stumbled,  and  Flowerree  has 
the  wisdom  to  leave  well  enough 
alone  for  a  while.  "We  don't  have  any 
earthshaking  announcements,"  says 
Flowerree.  "We're  just  going  to  con- 
tinue doing  what  we  have  been  do- 
ing." Of  course,  with  a  little  shifting 
here  and  there.  A  little  less  spending 
in  building  products  and  chemicals. 


merely  getting  his  toes  wet.  He  has 
announced  the  acquisition  of  a  paper 
mill,  which  will  be  converted  to  the 
manufacture  of  roofing  felt  for  use  in 
a  new  roofing  plant  to  be  built,  and 
an  agreement  in  principle  to  buy  an 
insulation  board  facility  from  Johns- 
Manville.  Although  G-P  is  new  to  the 
manufacture  of  these  products,  it  al- 
ready sells  them  through  its  150 
building  distributors.  "I  think  I  would 
tend  to  be  a  litde  bit  more  cautious 
than  Bob  Pamplin  in  getting  into 
fields  that  we're  not  completely  famil- 
iar with,"  says  Flowerree  with  the 
southern  accent  he  has  never  lost  for 
all  his  years  in  the  Northeast.  "Bob 
was  a  little  more  aggressive.  We're 
going  to  get  one  roofing  plant  work- 
ing before  we  build  four  more.  He'd 
probably  go  out  and  build  all  five." 
The  $2-billion,  five-year  capital  in- 
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And  now,  a  few  words  in  defense  of 
the  good  old-fashioned  hotel  restaurant. 


As  we  become  a  nation  of  gourmets, 
.  the  virtues  of  classic  roast  beef, 
fresh  lobster  and  a  crisp  green  salad 
tend  to  be  forgotten. 

At  Essex  House,  we  haven't 
forgotten.  Our  King's 
Wharf  Restaurant  exults 
in  great  filet  mignon. 

Our  standards 
have  captured  an 
award  from  the 
American  Angus 
Association.  And 
« e  re  the  only  hotel 
people  to  receive  that 
award! 

Our  lobsters  and 


Marriott's 

ESSEX  HOUSE 

New  York's  Grand  Hotel 


salads  are  equally  impressive.  Our  tables 
are  far  enough  apart  for  the  most  dis- 
creet conversations.  Our  windows  look 
out  serenely  on  Central  Park.  And  the 
wine  flows  rich  and  rare. 

Fortunately,  our  splendid 
restaurant  has  an  equally 
splendid  hotel  attached 
to  it.  With  lovely,  quiet 
rooms.  And  the  kind  of 
friendly  service  that's 
there  when  you  call. 
In  short,  Essex  House 
is  all  you  need  to  know 
about  hotels  in  New  York. 
And  all  you  need  to  know 
about  restaurants. 


160  Central  Park  South,  New  York  10019 
For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Telex  12-5205. 


Want  to  cut  power 
costs?  Conserve  energy? 
Improve  your  bottom-line  figure? 
Without  obligation,  contact  Baidor,  Fort  Smith,  Arkansas 
72902.  We've  been  manufacturing  high-efficiency,  energy- 
saving  motors  since  1920  —  at  standard  motor  prices. 


vestment  program  that  Flowerree  an- 
nounced last  month  will  be  aimed 
primarily  at  cost  reduction,  particu- 
larly in  the  integration  of  chemical 
operations  back  into  feedstocks.  A 
new  cumene  (a  form  of  hydrocar- 
bon) plant  slated  for  Houston,  for  ex- 
ample, will  supply  the  company's 
large  phenol/ acetone  operations  in 
Louisiana,  and  $100  million  will  go  to 
develop  natural  gas  and  oil  properties. 
G-P  acquired  Exchange  Oil  &  Gas  in 
1975  and,  says  Flowerree,  "Our  long- 
term  objective  is  to  make  our  own; 
chemical  plants  self-sufficient  so  wa 
won't  have  to  buy  natural  gas." 

As  a  result  of  this  integration  back 
toward  raw  materials,  Flowerree  be- 
lieves he  can  double  earnings  by  the 
end  of  1981,  but  not  sales.  "Close  to 
$50  million  of  our  capital  investment 
in  the  Houston  plant  will  generate  no 
sales  dollars  per  se,"  he  points  out. 
It  will  be  just  a  transfer  price  into 
one  of  the  existing  facilities.  And  it 
also  takes  more  dollars  of  investment 
to  produce  a  dollar  of  sales."' 


". . .  Flowerree  calls  him- 
self an  outsider  because 
he  has  been  with  G-P  for 
'only'  25  years  . . ." 


In  the  past,  G-P  was  the  most 
heavily  leveraged  company  in  the  for- 
est products  industry.  But  since  1974 
its  debt-to-equity  ratio  has  been  drop- 
ping, and  Flowerree  is  aiming  for 
about  0.20-to-l  in  five  years,  vs.  0.33- 
to-1  today.  "Probably  the  most  unique 
thing  about  G-P,"  says  Harry  Kane,, 
financial  vice  president,  "is  that  we'll 
fund  the  $2-billion  program,  and 
when  we  get  through  we'll  end  up 
with  $2  million  less  debt."  In  two 
years  G-P's  credit  rating  has  moved 
from  double-B  to  double-A,  allowing 
the  company  to  convert  short-term 
debt  to  long-term  debt. 

Are  there  no  clouds  on  G-P's  hori- 
zon?  Housing  could  be  a  problem:  If 
housing  starts  don't  pick  up  further, 
Flowerree  may  have  trouble  meeting 
bis  growth  goals.  There  is  some  risk 
in  expanding  so  heavily  into  chemi- 
cals, "where  the  competition  is  fierce. 
But  just  about  everything  seems  to  be 
going  Bob  Flowerree's  way. 

The  spinoff  of  Louisiana-Pacific  re- 
sulted in  G-P's  shifting  more  produc- 
tion to  the  South,  where  purchased 
timber  comes  cheaper  than  in  the 
Northwest.  As  southern  timber  prices 
rise,  G-P  will  be  the  beneficiary  of 
those  prices  since  it  owns  approxi- 
mately 2  million  acres  of  southern 
trees.  Heads  it  wins,  tails  it  wins.  ■  I 
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With  sales  costs  less  than  2%,  the  Sather 
Cookie  Company  is  in  no  danger  of  crumbling. 

You  are  looking  at  a  very  successful  cookie. 

It  gets  eaten  in  48  states,  and  keeps  25  sales  people  busy  on  the  telephone  all  the  time.  But  before  Ken  Sather.  President  of  the 
her  Cookie  Company,  started  selling  all  his  products  by  phone,  he  wasn't  doing  one-twentieth  as  well. 

Back  then,  Sather  salesmen  called  on  every  account  in  person.  And  afterwards,  Sather  delivery  trucks  called  on  the  same 
aunts  with  the  baked  goods.  It  amounted  to  two  visits  per  sale,  and  grossed  the  company  about  $2  million  a  year. 

But  now  with  all  sales  made  by  Long  Distance,  the  company  has  expanded  tremendously  and  cut  sales  costs  at  the  same  time, 
e  hundred  and  sixty  employees  keep  tons  of  cookies,  candy,  nuts  and  baking  supplies  continuously  on  the  move  to  large  national 
aunts,  and  Sather  grosses  over  $44  million  a  year. 

Bell  System  Account  Representative  Dick  McCallum  helped  bring  about  the  change  when  he  sold  Ken  Sather  his  first  WATS 
12  years  ago.  He  and  other  Bell  Representatives  have  since  added  larger 
I  larger  equipment,  and  provided  telephone  sales  training  to  many  Sather 
ployees. 

You  can  get  the  same  kind  of  help  for  your  company,  too.  Maybe 
i  need  a  telecommunications  system  custom-designed  to  your  particular 
iness  problems  or  to  your  specific  data  transmission  needs.  Or  maybe 
fd  just  like  to  know  more  about  our  effective  programs  for  opening  new 
ounts.  selling  existing  customers  and  collecting 

The  system 
is  the  solution. 


rdue  accounts.  Either  way.  just  call  a  Bell  Account 
>resentative  at  the  toll-free  number  below.  Or  send 
he  coupon  for  a  program  brochure. 


Bell  System 


Bell  System  Sales  Center 

811  Main  Street 

Kansas  City.  Missouri  64141 

Please  send  information  on  □  Opening  New  Accounts 

□  Collecting  Overdue  Accounts 

□  Selling  Existing  Customers 

Name  

Company  

Street  

City  " 

State  


_Zip_ 


. Phone. 


Call  toll  free  800-821-2121 

except  Alaska  or  Hawaii.  (800-892-2121  in  Missouri) 


Going  Where  The  Money  Is 


The  big  northern  banks  are  starting  to  go  national  with  their 
money-management  operations — especially  in  the  Sun  Belt. 


Commercial  bank  holding  compa- 
nies with  large  trust  departments  are 
starting  to  move  to  the  Sun  Belt,  fol- 
lowing the  route  taken  by  many  of 
their  more  prosperous  clients.  "We 
have  found  that  a  large  number  of 
our  customers  are  dying  in  Florida 
and  Arizona,  leaving  large  estates, 
and  decided  that  is  where  we  should 
be,"  said  one  trust  officer  who,  ob- 
viously, prefers  to  be  anonymous. 

Trust  companies  with  names  like 
Northern,  Harris,  Bankers  and  Bes- 
semer are  starting  to  show  up  in 
Florida,  Arizona  and  California.  In- 
vestment advisory  and  investment 
management  subsidiaries  of  Citicorp 
and  Chemical  New  York  Corp.  have 
also  appeared  in  these  warm  climates. 

But  the  movement  to  Florida  has 
been  cut  off,  perhaps  permanendy,  by 
legislative  action.  Prompted  by  the 
Florida  Bankers  Association,  the  state 
has  erected  barriers  that  prevent  the 
formation  or  takeover  of  local  trust 
banks  or  money  managers  by  an  out- 
of-state  bank  holding  company. 
(Those  already  in  existence  were  al- 
lowed under  the  "grandfather"  con- 
cept.) The  law  is  being  vigorously 
contested  by  Bankers  Trust  New  York 
Corp.,  which  was  in  the  process  of 
forming  BT  Investment  Managers 
Inc.  when  prohibition  went  into  effect, 
shutting  out  the  bank's  entry  into 
Florida.  The  Fifth  Circuit  Court  of 
Appeals  in  New  Orleans  had  been 
briefed  by  parties  to  the  case  and  may 
rule  on  the  constitutionality  of  the  ban 
by  this  summer. 

Until  1971  such  expansion  of  bank 
trust  operations  across  state  lines  was 
not  considered  feasible.  The  concept 
of  commercial  and  trust  banking  was 
that  each  state  set  its  own  regulations 
and  banks  do  not  reach  beyond  the 
state  of  their  charter.  This  rule  has 
become  outmoded. 

Under  those  circumstances,  the  ap- 
plication of  the  Nortrust  Corp.  of 
Chicago  to  the  Federal  Reserve  Board 
for  permission,  under  the  Holding 
Company  Act,  to  acquire  Security 
Trust  Co.  of  Miami  took  the  industry 
by  surprise.  It  was  approved  even- 
tually and  did  set  off  a  race  that  was 
gaining  momentum  until  the  Florida 


migration  was  forcibly  halted  by  the 
legislature. 

The  law  could  not  undo  what  had 
already  taken  place.  It  could  only 
stop  further  intrusion  by  so-called 
"foreign  corporations,"  meaning  out- 
of-state  corporations.  This  has  set  up 
a  wonderful  situation  for  those  organi- 
zations that  were  already  established. 

Van  R.  Gathany,  senior  vice  presi- 
dent of  Northern  Trust  Co.,  the  bank 
that  is  the  flagship  of  Nortrust  Co., 
says  that  Security  Trust  of  Miami,  a 
wholly  owned  subsidiary  of  Nortrust, 
has  been  expanding  at  a  "remarkable" 


. .  Nortrust  is  using  the  Flor- 
ida connection  to  start  a  trust 
operation  in  Sarasota . . ." 


rate.  The  trust  operation  is  operating 
out  of  one  location  in  Miami  and  has 
no  branches.  It  is  aimed  principally 
at  individuals,  rather  than  at  corpor- 
ate clients  that  would  have  pension- 
and  profit-sharing  funds. 

Nortrust  uses  its  head-office  re- 
search capabilities  to  support  the 
Miami  operation,  although  local  sales 
and  research  efforts  provide  the  basis 
for  growth.  Gross  revenues  and  assets 
under  management  in  Florida  reached 
record  levels,  and  are  continuing  to 
expand  this  year,  Gathany  declared. 

The  operation  has  been  so  success- 
ful that  Nortrust  is  using  the  Florida 
connection  to  start  another  trust  op- 
eration in  Sarasota.  Nortrust  is  build- 
ing a  similar  operation  in  Arizona,  too. 

In  less  than  two  years  since  North- 
ern Trust  Co.  of  Arizona  was  formed, 
the  subsidiary  has  been  able  to  ex- 
pand assets  under  its  trust  manage- 
ment to  more  than  $100  million. 

Cognizant  of  this  success,  Harris 
Trust  &  Savings  Bank  of  Chicago  has 
started  a  trust  subsidiary  in  Phoenix, 
as  has  Marshall  &  Ilsley  Corp.  of  Mil- 
waukee, Wis. 

Phoenix  is  heating  up  as  a  source 
of  trust  and  investment  management 
business  for  banks  from  the  colder  cli- 
mates. The  local  Valley  National  Bank 
has  been  expanding  its  trust  opera- 


tion with  the  increasing  attraction  of 
the  area  to  retirees  and  winter  resi- 
dents. Valley  National  has  brought  in 
Arthur  K.  Carlson  to  manage  its  own 
trust  investments.  Carlson  had  been 
vice  president  and  director  of  invest- 
ment research  for  Irving  Trust  Co.  of 
New  York. 

Rather  than  go  the  trust-compa- 
ny route,  Chemical  Bank  is  under- 
stood to  have  plans  for  acquiring  a 
number  of  independent  investment  ad- 
visers, which  would  become  part  of 
the  holding  company.  It  already  owns 
one  such  money  manager  in  Los  An- 
geles named  Van  Deventer  &  Hock, 
Inc.,  which  has  given  rise  to  the  re- 
port of  nationwide  expansion. 

Citicorp,  too,  is  expanding  its  trust 
operation  outside  of  New  York.  John 
W.  Heilshorn,  its  executive  vice  pres- 
ident in  charge  of  the  investment  man- 
agement group,  said  that  the  com- 
pany has  opened  money  management 
subsidiaries  in  San  Francisco  and 
Houston  using  the  name  Citicorp  In- 
vestment Management  Inc. 

Initially,  Citicorp  is  not  running  af- 
ter retiree  money  as  much  as  it  is  seek- 
ing smaller  company  pension  fund 
and  state  employee  retirement  fund 
management.  "It  is  important  to  have 
the  portfolio  managed  locally,  espe- 
cially in  the  case  of  state  funds,"  says 
Heilshorn. 

Investment  decisions,  however,  are 
based  on  research  conducted  at  New 
York  City  headquarters.  Citicorp  is  so 
pleased  with  its  San  Francisco  and 
Houston  operations  that  it  is  now 
examining  the  possibility  of  a  move 
into  Los  Angeles. 

Not  all  of  the  trust  immigration  has 
been  enormously  successful.  North 
Carolina  National  Bank  entered  Flori- 
da early  enough  to  become  estab- 
lished in  Orlando.  But  NCNB  has 
learned  that  Orlando  is  not  a  center 
of  wealth  as  are  Miami,  Palm  Beach 
and  St.  Petersburg.  Girard  Co.,  the 
old-line  caretaker  of  Philadelphia's 
Main  Line  wealth,  is  trying  to  find 
out  if  Florida  gold  is  lying  around 
for  easy  picking.  Its  Studley,  Shupert 
Co.  subsidiary,  a  successful  Philadel- 
phia money  manager,  has  broken  the 
ice  in  the  land  of  the  Everglades.  ■ 
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There  may  still  be  places  on  earth 
ere  Grand  Marnier  isn't  offered  after  dinner. 

recipe  booklet,  write  Carillon  Importers,  Ltd.,  745  Fifth  Avenue,  New  York,  New  York  10022.  Product  of  France.  Made  with  fine  coqnac  brandy ..80-proot      .  >. 


we're  putting  o 
where  it's  easy  t 


We're  putting  our  Veribest™  brand  in  meat  sections 
of  supermarkets  all  across  the  country.  Veribest 
pork,  a  product  of  one  of  our  companies,  Armour 
Food  Company,  is  the  best-selling  nationally 
distributed  brand  of  fresh  pork. 

The  pork  itself  is  special,  too.  It  comes  only 
from  top-quality  meat-type  hogs  carefully 
selected  by  our  own  highly  trained  buyers. 

From  meat  to  poultry  to  dairy  foods, 
Armour®  sales  leadership  is  built  upon 
the  successful  use  of  brand  names. 
Names  that  are  recognized  by 
institutions  and  consumers  alike 
as  assurances  of  the  highest 
quality. 

Food  production— one  of  the 
many  ways  we're  meeting 
people's  needs. 


rand  on  pork 
ind. 


KEY  SUBSIDIARIES 

OFTHE  GREYHOUND  CORPORATION 

TRANSPORTATION 
Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 
Coaches 

American  Sightseeing  Tours  of  Miami 

Atlanta  Airport  Transportation 

Brewster  Transport 

California  Parlor  Car  Tours 

Carey  Transportation 

Gray  Line  of  New  York 

Gray  Line  of  San  Francisco 

Greyhound  Airport  Services 

Greyhound  World  Tours 

Loyal  Travel  Service 

Motor  Coach  Industries 

New  Mexico  Transportation 

Red  Top  Sedan  Service 

Royal  Hawaiian  Transportation 

Transportation  Manufacturing 

Corporation 
Universal  Coach  Parts 
Vermont  Transit 
Walters  Transit 

LEASING— FINANCING— COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Computer  Corporation 

CONSUMER  PRODUCTS 
AND  PHARMACEUTICALS 
Armour-Dial 
Armour  International 
Armour  Pharmaceutical 
Malina  Company 


Armour  Food  Company 


Faber  Enterprises 
Greyhound  Food  Management 
Post  Houses 
Prophet  Foods 
Restaura 

SERVICES 

Aircraft  Service  International 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
Greyhound  Exposition  Services 
Greyhound  Rent-a-Car 
Greyhound  Support  Services 
Greyhound  Temporary  Personnel 
Nassau  Air  Dispatch 
Pine  Top  Insurance 
Research  Information  Center 
Travelers  Express 


THE  GREYHOUND  CORPORATIO 

Serving  people's  needs  in  a  hundred  basic  ways. 


OWNER  HUNDREDS 
OF  DOLLARS 
YEARLY  IN 
FUEL  AND  UPKEEP 


The  Burns' House  — Richmond.  Virginia. 

Reynolds  Aluminum  building  products  have  changet 
it  from  an  energy  waster. . .  to  an  energy  saver. 

Reducing  fuel  bills  30  per  cent  (or  $439)  each  winter 
And  saving  even  more  in  paint  and  yearly  upkeep. 

How  did  Reynolds  do  it? 

With  aluminum  energy-savers  like  insulated  siding 
storm  doors. and  windows.  Ceiling  and  floor  insulation.  Soffi 
and  fascia  for  maintenance  savings. 

How  can  you  save?  To  find  out.  get  our  "Straight  Tall 
About  Savings"  booklet 

by  calling  800-243-6000  ^  — 

toll-free  anytime.  In  r^T-^B   D  WMHT  TIC 

Conn..  1-800-882-6500.    RIPPl  K^Y^UAjAJ& 


"Based  on  fuel  oil  cost  of 
$0.45/gal  Savings  will  vary 
for  different  size  homes,  con- 
struction, climate  and  lifestyle. 


REYNOLDS 
ALUMINUM 


Conserving  our  resources  and  energ\ 

■"  ■ :/  ... 


Her  Majesty's  Bookies 


"I  would  never  play  in  a  casino/'  says  Ladbroke  boss  Cyril  Stein. 
"It  would  bore  me  to  death."  Running  the  casino  is  much  more  fun. 

By  GEOFFREY  SMITH 

At  7:30  p.m.  the  day  is  just  begin- 
ning at  London's  posh  Ladbroke  Club, 
a  few  expensive  blocks  away  from  the 
Arab-owned  Dorchester  Hotel  on  Park 
Lane.  In  the  cocktail  lounge  adjoin- 
ing the  crowded  dining  room,  an  em- 
barrassed money  broker  inquires  if 
he  might  get  a  credit  extension  so  as 
to  recoup  his  £1,000  loss  earlier  in 
the  evening.  Of  course.  "So  very  gra- 
cious of  you,"  he  murmurs  ostenta- 
tiously. Then  he  joins  other  clients  al- 
ready listening  to  the  quiet  click  of 
the  roulette  ball  and  the  silken-voiced 
croupier  in  the  gaming  room  upstairs. 

Downstairs,  Cyril  Stein  walks  in 
with  his  family.  Stein  is  chairman  of 
the  Ladbroke  Group,  which  owns  the 
club  as  well  as  off  track  betting  shops, 
campgrounds,  bingo  centers,  boat 
renting  and  industrial  real  estate— to 
the  tune  of  $457  million  in  annual 
revenues.  "This  is  the  third  time  this 
year!"  he  complains  with  an  extrava- 
gant laugh.  One  of  Mrs.  Stein's  two 
racehorses  has  just  come  in  a  winner 
and  Mr.  Stein  had  not  placed  a  bet. 
"The  trainers  tell  me  she  has  no  pos- 
sible chance,"  he  explains.  "They  pay 
14-tc-l  or  something.  And  they  win! 
That's  tax-free  money!"  (There's  only 
a  nominal  gaming  duty  on  racetrack 
winnings  in  Britain;  in  the  U.S.  they're 


Gambler's  Boss:  The  man  with  the  gene 
possessed  executive  who  runs  one  of  Bri 


rous  gesture  is  Cyril  Stein,  a  self- 
tain's  most  profitable  gaming  complexes. 


knowledged  bookmaker  of  the  Ascot 
crowd ) ,  Stein  has  expanded  from 
gambling  (legal  in  Britain)  into  other 
leisure-time  businesses,  and  has  turned 
in  a  per-share-earnings  growth  rate  of 
40%  in  recent  years— better  than  any 
of  the  top  20  companies  in  the  U.S. 
leisure  industry— and  a  return  on  in- 


. .  Stein  has  expanded  from  gambling  into  other 
leisure-time  businesses,  and  has  turned  in  a 
per-share-earnings  growth  rate  of  40%  in  recent  years  . 


taxed  as  ordinary  income.) 

That  land  of  luck  seems  to  run  in 
the  family.  In  21  years  Stein,  a  for- 
mer professional  "punter"  (one  who 
plays  the  ponies  for  a  living)  has  par- 
layed a  borrowed  £  10,000  into  a 
7.5%  stock  position  in  Ladbroke's  val- 
ued at  $5.6  million  even  at  today's 
relatively  low  price  of  seven  times 
earnings.  From  proud  but  modest  be- 
ginnings in  telephone  "credit  betting" 
(Ladbroke  had  direct  lines  to  Buck- 
ingham Palace  and  is  still  the  ac- 


vested  capital  as  good  as  McDonald's. 

It  is  not  hard  to  see  why.  An  En- 
glish roulette  wheel  has  one  zero  rath- 
er than  the  American  two— a  zero  and 
a  double  zero— yet  pays  off  the  same 
35-to-l  and  is  thus  less  profitable  than 
U.S.  wheels.  Therefore,  the  odds  are 
2.7%  in  favor  of  the  house.  But  since 
a  roulette  wheel  in  an  efficiently  run 
casino  spins  28  times  an  hour,  the 
small  percentages  mount  fast. 

The  stakes  are  high  in  these  Ara- 
bian Nights  in  Mayfair.  One  client 


managed  to  walk  out  of  the  Club  with 
over  $1  million  after  an  hour's  play. 
(Ladbroke  is  understandably  less 
forthcoming  about  the  big  losers,  but 
there  icas  the  celebrated  $412,000 
loss  of  Sir  Hugh  Fraser,  managing 
director,  among  other  things,  of  a 
$623-million-sales  retailer  House  of 
Fraser,  which  occasioned  a  subse- 
quent $2.5-million  stock  sale  of  for- 
mer Fraser  family  holdings.) 

Making  book  on  the  ponies  in  Lad- 
broke betting  shops  isn't  a  bad  busi- 
ness, but  it  can't  match  the  casinos. 
With  983  modern,  well-appointed 
shops  doing  14%  of  the  trade,  Lad- 
broke is  by  far  the  industry  leader. 
English  bookies  generally  expect  to 
make  10%  to  14%  on  every  race.  The 
trouble  is,  there  are  only  two  races  an 
hour  at  any  one  track— no  match  for 
the  fast-spinning  roulette  wheel. 

"We  ran  about  1,000  shops  and 
they  make  roughly  the  same  amount 
of  money  as  the  ten  casinos,"  Stein  ex- 
plains. "Of  course,  it  costs  more  to 
open  a  casino,  but  not  that  much  more. 
We're  just  opening  a  new  casino  in 
the  Park  Tower  Hotel  that  will  cost 
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Roulette  Fixation:  The  ladies  at  the  Ladbroke  London  casino  are  very  comely 
to  see,  but  what  the  management  likes  most  is  the  gambler's  glint  in  the  eye. 


about  £  300,000.  Opening  one  of  our 
large  betting  shops  these  days  costs 
between  £50,000  and  £60,000." 

Run  two  businesses  like  those  for 
very  long  and  soon  you  are  as  awash 
with  cash  as  any  Saudi  prince.  ( Actual- 
ly, Ladbroke  has  at  least  part  of  the 
solution  to  those  "recycling"  worries 
we  had  three  years  ago. ) 

What  to  do  with  all  that  cash?  A 
gambling  company  doesn't  need  much 
in  the  way  of  fixed  assets,  so  Stein 
decided  to  put  Ladbroke  into  real  es- 
tate. British  real  estate  later  collapsed 
with  a  roar  that  made  the  U.S.  realty 
disaster  sound  low  decibel.  But  was 
Ladbroke  clobbered?  Not  at  all. 

"We  didn't  move  into  real  estate  un- 
til we  had  the  person  to  lead  the 
team,"  Stein  explains.  "A  man  who 
had  spent  20  years  in  the  business  and 
had  proved  his  worth.  And  we  didn't 
take  any  risks.  We  didn't  go  into  of- 
fice blocks  in  the  City  of  London, 
which  is  where  U.S.  banks  lost  their 
money.  We  went  into  industrial  de- 
velopment. The  demand  was  there. 
The  costs  of  development  were  low. 
Land  prices  were  low.  And  we  were 
looking  for  rents  of  75  pence  [about 
$1.28]  a  square  foot.  There  was  no 
room  to  go  wrong." 

And  no  room  to  make  much  money? 


"Wrong,"  Stein  replies  with  a  shake 
of  his  head.  "Because  we  were  getting 
a  better  return,  something  like  12%, 
which  is  very  high,  and  we  were  fi- 
nancing at  7%.  By  the  same  token,  we 
were  one  of  the  first  British  companies 
to  go  into  Europe.  We  have  a  very 
large  development  in  Brussels.  We  had 
a  fixed-price  building  contract  with 


25-year  financing  at  8.5%  and  a  tenant 
all  lined  up." 

Ladbroke  has  a  respectability  in 
Britain  that  a  gambling-oriented  com- 
pany would  have  trouble  achieving  in 
the  U.S.  In  the  States  everybody  as- 
sumes that  gambling  automatically  in- 
volves the  underworld.  Stein  claims 
this  is  not  so  in  Britain:  "The  only 
people  who  are  open  to  underworld 
elements,"  Stein  says,  "are  people  who 
run  illegal  operations.  Someone  who 
runs  a  drinking  club  after  hours 
leaves  himself  open  to  the  protec- 
tion racket,  for  example.  In  all  the 
years  I've  been  at  Ladbroke's,  not  only 


have  we  never  been  approached  by 
any  underworld  influence  asking  for 
some  form  of  payment,  I've  never 
heard  of  it  happening  to  anyone  else. 
Legalize  bookmakers  and  casino  op- 
erators, get  them  to  pay  taxes,  and  you 
do  away  with  the  underworld." 

One  important  reason  illegal  bet- 
ting is  minimal  in  the  U.K.,  Stein  ex- 
plains, is  that  taxes  on  bookmakers 
are  purposely  kept  low.  That  may 
seem  unfair  in  a  nation  where  mid- 
dle-class people  are  taxed  almost  to 
extinction,  but  it  does  help  keep  Brit- 
ain law-abiding. 

Now,  of  course,  there  are  clouds  on 
the  horizon,  but  scarcely  of  the 
weather-changing  variety.  Thanks  in 
large  part  to  confiscatory  British  taxes, 
90%  of  the  London  gaming  business 
at  Ladbroke  these  days  is  foreign. 
Isn't  there  a  danger  that  all  that  hot 
money  will  some  day  vanish?  "Some 
of  them  used  to  gamble  in  Beirut," 
Stein  replies.  "Can't  go  there  anymore. 
Actually,  we  expect  we'll  be  retaining 
the  overseas  client  who  can't  gam- 
ble on  terms  this  advantageous  any- 
where else  in  the  world.  And  with  the 
hoped-for  upturn  in  the  U..K,  per- 
haps the  English  player  .  .  ." 

Second  cloud:  The  National  Total- 
isator  Board  (Tote  for  short)  recent- 
ly proposed  to  the  Royal  Gambling 
Commission  that  it  be  granted  a  mo- 
nopoly on  all  off-course  bookmaking 
activity.  The  more  likely  outcome: 
The  Tote's  parimutuel  monopoly  will 
be  franchised  out  to  someone  who 
knows  how  to  make  money  at  it- 
like  Cyril  Stein. 

Third  (and  final)  cloud:  Some  big, 
nasty  U.S.  multinational  may  come 
along  and  gobble  Ladbroke  up,  tak- 
ing advantage  of  its  low  price/ earn- 
ings ratio  to  snatch  that  juicy  cash 
flow.    That   prospect   terrifies  Stein 


about  as  much  as  a  fast  hand  of  black- 
jack. Let's  see,  Ladbroke  shares  cur-  | 
rently  go  for  a  mere  93  pence,  he  I 
muses.  "Now  if  someone  came  along 
with  a  bid  of  125  pence  or  150  pence, 
which  completely  underestimated  the 
asset  value  .  .  .  we  would  have  to  turn 
it  down,"  he  goes  on.  "However,  if  he 
came  along  with  a  bid  of  250  pence, 
we  would  have  to  tell  our  sharehold- 
ers it  was  a  reasonable  offer.  Of  course,  i 
we  would  very  much  like  to  remain  in  I 
the  driver's  seat. 

"Actually,"  he  adds  needlessly,  "I 
think  if  there  were  a  takeover  bid  it  J 
would  come  from  the  States."  ■ 


". . .  The  only  people  open  to  underworld  elements  are 
people  who  run  illegal  operations.  Legalize  bookmakers 
and  casino  operators,  get  them  to  pay  taxes  . . ." 
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Vmerican  worker 
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re  still  is  a  place  where  "work"  isn't 
rty  word:  Broward/Florida.  The 
,000-strong  heart  of  Florida's  vibrant 
itheast  Coast.  Broward /Florida's  nearly 
,000  great  American  workers  are  champ- 
at  the  bit  to  show  you  what  innovation  and 
juctivity  are  really  all  about. 

:  as  we've  already  shown  the  nearly  100 
it  American  manufacturers  based  and /or 
rating  in  Broward/Florida. 

ay  we  have  more  engineers,  technicians, 
~utives  and  service  personnel  working  in 
lufacturing  than  in  our  whole  famous 
1st  trade. 

he  East's  most  in-demand  place  to  live,  we 
e  more  coming  everyday 

-notch  men  and  women  who  welcome 
most  exacting  challenges  of  American 
inology. 

act,  between  1967  and  1972,  our  manu 
uring  employment  climbed  53%:  the 
est  growth  rate  in  America.  And  we're  the 
on's  fastest-growing  population  center, 
t3%  since  1970. 

it  isn't  only  our  warm  weather,  our 

3roward  Flondians  are  the  900,000  dedicated  people  who  live  and  work  in  the  14  committed-to-progress  Broward 
nber  of  Commerce  communities  of  Coral  Springs,  Dania,  Davie,  Deerfield  Beach,  Ft.  Lauderdale.  Hallandale.  Hollywood 
lerdale  by  the  Sea.  Margate.  Miramar-Pembroke.  Plantation.  Pompano  Beach.  Sunrise  and  West  Broward 


hospitable  tax  climate,  or  our  burgeoning 
educational/cultural  community  that  have 
spurred  this  mass  movement. 

It's  a  free  spirit  and  atmosphere  where 
technology  can  prosper;  our  commitment  to 
play  a  major  role  in  the  world  economy  — 
which  has  already  included  creation,  at  Port 
Everglades,  of  one  of  America's  deepest, 
fastest-growing  world-market  harbors. 

Come  and  meet  the  great 
American  worker,  in 
person.  Live  in  the  home  of 
a  top  Broward/Flondian 
who's  living  our  technological 
revolution  everyday.  Walk  through 
our  plants,  shops  and  offices. 

Talk  to  our  great  American  workers 
and  witness  the  miracles  we've  achieved  as 
well  as  the  wonders  we're  working  now  for 
companies  very  much  like  yours. 

For  details,  write  (in  confidence):  Richard  G 
Clark,  Executive  Director,  Broward  Industrial 
Board,  1001  N.W.  62nd  Street,  Suite  308, 
Ft.  Lauderdale,  Fla.  33309.  Or  phone: 
305/491-3001 


In  . 

Broward 

Florida. 


1977,  Greenman.  Hwd  .  Fl 


Ceasarism"  At  Cone  IVIills 


Ceasar  Cone  took  the  family  genes  out  of  Cone  Mills  management 
but  kept  the  blue  jeans  in  the  product  mix.  His  legacy  remains  intact. 


Blue  jeans.  Teenagers  like  them 
dark  with  a  French  cut— which  means 
so  tight  one  has  to  lie  down  to  put 
them  on.  Most  other  people  like  them 
loose  and  easy.  But  everyone  wears 
them.  "Jeans"— more  correctly,  denim 
dungarees— are  a  ten-year-old  fad  that 
has  broken  all  patterns  in  the  volatile 
textile  and  apparel  world. 

Behind  a  lot  of  Levis  and  Lees  and 
Wranglers  is  Cone  Mills,  an  82-year- 
okl  family-built,  family-controlled 
(about  35%)  textile  firm  out  of  Greens- 
boro, N.C.  Cone  is  the  U.S.'  largest 
denim  manufacturer,  with  some  25% 
of  the  total.  It  has  known  feast  (like 
the  profit  margins  it  earned  in  the 
days  before  corporate  income  taxes), 
and  it  has  known  famine  (created  by 
the  flood  of  cheap  textile  imports  in 
the  late  1960s).  The  last  seven  years 
have  been  a  good  piece  of  cake. 

Last  year  Cone's  net  earnings  in- 
creased 37%,  to  $33  million,  on  sales 
of  $585  million,  for  a  robust  17.4%  re- 
turn on  equity.  Earnings  per  share 
have  shown  an  average  growth  of 
over  31%  for  the  last  five  years,  bet- 
tering anyone  else's  in  its  industry 
(Forbes,  Jan.  1).  The  stock,  which 
never  rose  above  16  in  the  Roaring 
Sixties,  got  as  high  as  28  last  year. 
For  the  last  seven  quarters  Cone  has 
kept  the  deep  indigo  material  first 
woven  in  Nimes,  France  (hence  the 
name  denim,  "de  Nimes")  on  alloca- 
tion, although  Cone's  five  denim 
plants  are  running  around  the  clock. 
Also  for  the  past  seven  quarters,  Cone 
has  raised  prices  without  flack  from 
such  tough  customers  as  Levi  Strauss, 
which  buys  about  15%  of  Cone's  den- 
im production. 

And  yet,  for  th&  first  time  in  years, 
there  is  just  a  hint  of  a  cloud  over 
Cone's  unpretentious  red-brick  of- 
fices. This  is  the  first  quarter  in  the 
last  eight  that  Cone  has  not  raised  its 
denim  price.  It  may  be  a  signal  that 
the  deriim  boom  could  be  a  bit  less 
robust  than  it  has  been  for  so  long. 
Cone  won't  say  how  much  of  its  vol- 
ume is  tied  up  in  denim,  but  manage- 
ment agrees  if  denim  went  out  of  style, 
profit  margins  could  vanish.  How  is 
Cone  preparing  for  the  future? 

Former    Chairman    Ceasar  Cone, 


who  spells  his  first  name  the  way  your 
Latin  teacher  says  he  shouldn't,  has 
seen  to  that  in  his  own  special  way. 
As  far  back  as  20  years  ago,  he  shut 
the  door  on  Cone  progeny  and  be- 
gan building  a  management  team  that 
agreed  with  his  brand  of  bottom-line 
thinking.  The  year  after  he  became 
president  in  1956— his  brother  was 
then  chairman,  two  cousins  were  vice 
presidents,  and  a  half  dozen  nephews 
and  sons  were  knocking  at  the  mill 
doors— he  instituted  an  antinepotism 
rule:  "No  relative  of  management  can 
enter  the  firm  as  a  trainee."  That 
meant  no  Cone  could  "work"  his 
way  up,  though  he  might  join  the 


company  after  making  good  elsewhere. 

A  sturdy  stump  of  a  man  today  at 
69,  with  a  loud  voice  over  hiring 
decisions  as  a  member  of  the  board 
of  directors,  Ceasar  remembers  1957 
well.  Cone  sales  had  grown  by  $13 
million  but  profits  had  dropped  $2 
million  to  $9.5  million.  "There  were 
all  those  Cones,  and  other  manage- 
ment, too,  just  wanting  to  get  bigger, 
bigger,"  said  Cone,  "run  more  plants, 
supervise  more  employees."  Instead 
of  being  spread  over  towels,  blankets, 
flannels  and  what  not,  he  believed  in 
concentrating  on  a  few  profitable 
products  with  lower  volume. 

The  antinepotism  rule  allowed  Cea- 
sar to  promote  talented  underlings  for- 
tunate enough  not  to  be  bom  Cones, 
especially  Lewis  Morris,  formerly  head 
of  manufacturing  and  now  chairman, 
and  John  Field,  ex-New  York  sales 
boss  and  now  president,  who  agreed 
with  him.  The  philosophy  translates 
into  practice  like  this:  The  best  way 
to  achieve  high  profits  on  modest  vol- 
ume is  to  become  top  dog  in  a  ma- 
jor market  like  denim,  or  develop  a 
unique  position  in  a  small  market  like 
polyurethane  foam,  which  Cone  sells 
to  nearby  furniture  and  bedding  firms. 

The  year  after  Morris  became  pres- 


ident in  1965  Cone's  volume  reached 
an  unprecedented  458  million  linear 
yards.  So  Morris  and  Field,  backed  up 
by  Chairman  Ceasar,  began  liquidat- 
ing marginal  operations  like  the  terry 
towel  division,  a  blanket  plant  in 
Texas,  an  apparel  firm  and  a  dress 
goods  converting  operation.  Then, 
over  five  years,  they  built  up  denim 
and  corduroy  output  through  more 
than  $50  million  in  capital  investment, 
most  of  it  from  retained  earnings  and 
depreciation.  They  expanded  the 
foam  operation  to  three  plants. 

All  this  was  done  in  Cone's  typically 
conservative  fashion.  Losses  from  the 
closed  operations  were  charged  direct 


to  earnings.  And  over  the  years  Morris 
has  stuck  with  last-in,  first-out  ac- 
counting and  accelerated  depreciation. 

Last  year  Cone's  volume  was  371 
million  linear  yards,  19%  below  its 
1966  high.  Profits  were  nearly  three 
times  the  1966  level.  Today  Cone  is 
the  U.S.'  number  one  producer  of  cor- 
duroy, which,  together  with  denim, 
now  accounts  for  55%  of  sales.  If  den- 
im falters,  its  denim  plants  can  be 
converted  to  gray  (unfinished)  goods. 

If  corduroy  and  denim  stay  strong, 
Cone  need  not  worry  about  textile  im- 
ports: The  high  capital  cost  of  den- 
im-dyeing and  corduroy-finishing 
equipment  has  contributed  to  keep- 
ing foreign  manufacture  of  these  ma- 
terials at  a  minimum.  Last  year  U.S. 
textile  companies  suffered  a  negative 
trade  balance  of  $2.5  billion,  but  the 
U.S.  exported  3/2  times  as  much  den- 
im and  11  times  as  much  corduroy 
as  it  imported. 

Still  the  real  test  of  Ceasar's  phi- 
losophy, so  faithfully  followed  by  Mor- 
ris and  Field,  will  come  when  the  in- 
credibly durable  denim  fad  ends— if 
it  ever  does.  The  day  Jimmy  Carter 
and  other  comfort-seeking  Americans 
give  up  their  blue  jeans  could  be  a 
long  way  off.  ■ 


. .  The  best  way  to  achieve  high  profits  on  modest 
volume  is  to  become  top  dog  in  a  major  market,  or 
develop  a  unique  position  in  a  small  market . . ." 
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Pumping  Heat 


What  do  you  do  when  you're  the  largest  air-conditioning 
company  and  the  energy  crisis  is  upon  us? 


William  L.  Sammons,  a  vice  presi- 
dent of  Carrier  Corp.  and  president 
of  its  consumer  products  division, 
punched  a  toll-free  800  number  on  his 
push-button  telephone. 

"Enter  user  number,"  demanded  a 
harsh,  mechanical  voice  on  the  phone 
amplifier. 

"Norwegian,"  said  Sammons,  iden- 
tifying the  talking  computer's  acci- 
dental, decidedly  peculiar  accent. 
"We  call  it  'Lars.'  "  He  punched  more 
digits. 

"Welcome  to  CLIC,  Carrier  Load 
Information  Center,"  said  Lars,  warm- 
ing up  a  bit.  The  computer  then  took 
Sammons  through  a  35-question 
checklist  for  a  hypothetical  home 
needing  air-conditioning  and  winter 
heating: 

"Enter  summer  design  degrees,"  the 
computer  commanded. 

Sammons  punched  in  "95." 

"Enter  daily  range."  Another  num- 
ber went  in.  More  questions  and  an- 
swers followed  rapid-fire:  winter  de- 
sign degrees,  door  and  window  areas, 
building  perimeter,  insulation,  etc. 

"Cooling  BTU  equals  three  three 
two  seven  one  at  nine  five  degrees 
F,"  said  Lars  without  hesitation,  speci- 
fying the  ideal  heat  pump  for  that 
house.  "Heating  BTU  equals  six  eight 
two  four  four  at  zero  degrees  F."  Af- 
ter asking  Sammons  a  couple  of 
housekeeping  questions,  the  computer 
added,  "Session  completed.  Thank 
you,"  and  hung  up. 

That  two-minute  calculation  would 
have  taken  a  Carrier  dealer  at  least 
an  hour  of  pencil  work,  all  of  it  liable 
to  potentially  devastating  human  er- 
ror. So  Lars  has  been  drafted  into 
Carrier  Corp.'s  intensive  effort  to  per- 
fect and  market  a  promising  but 
much-flawed  device  for  the  energy- 
short  future— the  heat  pump. 

The  company's  earnings  have  been 
recovering  nicely  under  Chairman  and 
Chief  Executive  Officer  Melvin  C. 
Holm  from  the  pasting  they  took  in 
the  recent  recession:  Last  year's  net 
after  taxes  was  $34.7  million,  or  $1.41 
a  share,  up  from  54  cents  in  fiscal 
1975  and  33  cents  in  1974.  Sales  of 
$1.1  billion  were  up  from  fiscal  1975's 


$935  million.  But  air-conditioning  is 
an  intensely  competitive  business,  and 
even  in  good  years  return  on  equity 
has  been  a  poky  10%  to  127c;  so  Car- 
rier is  looking  to  its  advanced  new 
lines  of  heat  pumps  to  give  it  a  tech- 
nological edge  and  to  fatten  up  profit 
margins. 

Carrier  is  by  no  means  the  only 
company  offering  heat  pumps.  Fed- 
ders,  Westinghouse  and  Borg-Wamer, 


Sammons  Of  Carrier:  In  hot  pursuit  of 
a  home  heat  pump  market  that's  ex- 
pected to  reach  $1.7  billion  by  1980. 


among  others,  also  sell  them,  but 
Carrier  has  jumped  into  this  market 
with  both  feet. 

"We  began  serious  work  in  1971," 
said  Sammons,  "when  it  became  ap- 
parent to  us  the  country  could  not 
depend  on  petroleum  imports  indefi- 
nitely. Of  course,  the  Arab  oil  embargo 
in  1973  changed  the  picture  for  all 
of  us,  so  we  redoubled  our  efforts." 
Currently,  most  of  the  research  and 
development  work  in  Sammons'  divi- 
sion is  devoted  to  heat  pumps,  along 
with  other  research  done  elsewhere 
around  the  company. 


Why  heat  pumps?  Carrier's  logic  is 
simple.  Natural  gas  is  great  for  heat- 
ing, but  increasingly  unavailable.  Oil 
is  in  the  hands  of  the  Organization 
of  Petroleum  Exporting  Countries. 
While  those  fuels  grow  ever  more 
costly  and  uncertain  of  supply,  in  the 
U.S.  at  least,  coal  and  nuclear  power 
will  help  fill  the  breach.  But  you  can't 
put  a  nuclear  plant  in  every  home, 
and  the  day  is  past  when  homeown- 
ers were  willing  to  shovel  coal.  There- 
fore, Americans  will  increasingly  have 
to  depend  on  electricity  for  heating. 
Enter  the  heat  pump.  Carrier  people 
are  convinced  that  this  is  the  most 
efficient  way  to  use  electricity  for 
heat— by  factors  of  up  to  2.8  to  1  over 
resistance  heating— and  that  it  is  ef- 
ficient, too,  for  cooling. 

Akin  to  central  air-conditioning  or 
refrigeration  equipment,  the  device 
simply  draws  heat  from  the  air  and 
carries  it  elsewhere.  For  cooling,  it 
pumps  some  of  the  heat  out  of  the 
building  and  into  the  air.  For  heat- 
ing, it  extracts  heat  from  the  outside 
(on  even  the  coldest  day  there  is  usa- 
ble heat  energy  in  the  air)  and  pumps 
it  inside. 

The  concept  has  been  around  for 
a  long  time.  Carrier  put  the  first  com- 
mercial heat  pump  into  a  Tokyo  of- 
fice building  in  1932.  But  it  has  its 
problems,  among  them  high  initial 
cost,  an  unfortunate  tendency  to  break 
down  and  little  tolerance  for  error  by 
the  installer. 

Now  Carrier  thinks  these  problems 
are  licked.  True,  where  a  gas-warm  air 
system  might  cost  a  mere  $600  to 
$800  and  an  oil-fired  version  $900 
to  $1,300,  the  heat  pump  will  run 
$1,500  to  $2,200.  But  try  to  get  a 
new  gas  hookup  in  most  parts  of  the 
country.  As  for  oil,  present  prices  al- 
ready allow  the  heat  pump  to  recoup 
substantially  on  fuel-cost  savings: 
$100  or  more  per  heating  season  in 
much  of  the  country.  Besides,  notes 
Sammons,  a  heat  pump  also  cools  in 
summer,  "and  it'll  cost  a  home  own- 
er only  $300  or  so  more  than  a  con- 
ventional central  air  conditioner  with- 
out a  furnace." 

Further,  Carrier  intensively  trains 
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Your  Heat  Pump  At  Work:  Like  a  refrigerator,  it  depends  on  the  fact  that  gases  give  off  heat  when  liquefied  by  pres- 
sure. So  gas  is  brought  in  from  outdoor  coils  (A)  to  heavy-duty  compressor  (B).  Sufficient  pressure  added,  the  lique- 
fied gas  heats  the  indoor  coils  (C).  They  in  turn  feed  heat  to  the  air-duct  system  (D).  Back  outside,  the  pressure  off, 
the  chilled  gas  picks  up  more  outdoor  heat  (A).  In  summer,  the  cycle  reverses  to  cool  the  house. 


and  monitors  its  dealers,  and  provides 
Lars  die  computer  to  do  that  complex 
figuring. 

Which  leaves  reliability.  "It's  very 
difficult  to  build  a  heat  pump  that's 
reliable  and  efficient  in  cold  weather," 
admits  Sammons.  "Year  round,  it  will 
have  to  run  4,000  hours,  full  throttle. 
There  are  wide  temperature  extremes. 
The  outdoor  section  sits  on  a  slab  in 
rain,  snow,  freezing  temperatures  and 
ice.  Compared  with  building,  say,  a 
household  air  conditioner,  it's  the  dif- 
ference between  a  jog  around  the 
block  and  the  Boston  Marathon." 

So  Carrier's  current  line  is  a  far  cry 
from  the  weakling  devices  that  gave 
heat  pumps  a  lasting  bad  name  in  the 
Fifties  and  Sixties.  The  company  of- 
fers one-year  full  warranties,  followed 
by  four-year  service  contracts,  and  the 
latest  models  have  their  crucial  com- 
pressor and  control  units  installed  in- 
doors, away  from  the  destructive  ele- 
ments. Development  continues  apace, 
though  Carrier  still  feels  obliged  to  in- 
clude resistance-heating  coils  as  an 
emergency  backup. 

With  all  these  improvements,  sales 
of  the  thing  are  on  the  uptick,  and 
then  some:  It  definitely  looks  economi- 
cal to  buyers.  Carrier  reports  that  in- 
dustrywide heat-pump  sales  jumped 
86%  in  1976,  to  280,000  units  (a 
$784-million  business,  at  retail)  as  the 
implications  of  the  energy  crisis  sank 
in  around  the  country.  Sales  of  the 
device  nearly  tripled  in  Sammons'  con- 


sumer products  division. 

The  company  looks  for  more  of  the 
same  to  come.  There  are  some  7.5 
million  homes  around  the  country 
using  expensive  old  resistance  electric 
heat— prime  candidates  for  conversion 
to  heat  pumps.  Some  3  million  homes 


have  central  air-conditioning  systems 
that  are  ten  or  more  years  old  and 
hence  due  for  replacement,  another 
likely  market. 

"For  a  couple  of  years  now,"  says 
Carrier  Executive  Vice  President  R. 
Keith  Ryan,  "we've  seen  a  discern- 
ible shift  in  demand  to  more  efficient, 
but  higher-first-cost,  models  through- 
out our  product  line.  That's  very  in- 
teresting to  us." 

Carrier  projects  residential  sales,  in- 
dustrywide, at  575,000  units  a  year 
by  1980,  or  $1.7  billion,  more  than 
double  the  1976  level.  The  company 
expects  even  bigger  percentage  growth 
in  the  smaller  commercial  market, 
where  the  economics  favor  heat  pumps 
even  more  (commercial  buildings  can 
be  allowed  to  get  colder  at  night,  when 
air  temperatures  are  at  their  lowest 


and  heat  pumps,  therefore,  least  ef- 
ficient). Last  year's  16,000  units,  the 
company  projects,  will  grow  to  some 
40,000  by  1980,  or  about  $344  mil- 
lion in  sales. 

Then,  there's  overseas,  always  a 
large  Carrier  market.  In  Tokyo,  for  ex- 


ample, fuel  costs  now  average  $120 
per  winter  month  to  heat  a  home  with 
resistance  heat,  $110  with  propane 
(there  is  no  natural  gas),  $43  with 
kerosene— and  about  $40  with  the 
heat  pump.  Overseas,  then,  could 
mean  another  $560  million  by  1980 
for  the  industry. 

Carrier's  reading  of  the  future  is 
not  guaranteed,  of  course.  A  startling 
breakthrough  in  solar  heating  could 
change  things  fast.  And,  of  course, 
the  more  heat  pumps  are  sold,  the 
fewer  furnaces  and  air  conditioners 
will  be  sold.  But  Carrier  obviously 
knows  there's  more  risk  in  standing 
still  (as  our  energy  policymakers  have 
been  learning  lately)  than  in  apply- 
ing the  fine  old  business  maxim:  When 
you've  been  dealt  a  lemon,  start  work- 
ing on  the  lemonade.  ■ 


". . .  it's  difficult  to  build  a  heat  pump  that's  reliable 
and  efficient  in  cold  weather. . . .  Compared  with  building 
a  household  air  conditioner,  it's  the  difference  between 
a  jog  around  the  block  and  the  Boston  Marathon' . . ." 
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Economy  class  means 

different  things 
to  different  airlines. 


If  you've  done  much 
avelling,  you  know  that  all  air- 
nes  are  not  alike.  And  that  just 
ecause  a  ticket  costs  the  same, 
oesn't  mean  the  service  is  the 
3me.  One  place  you  can  see 
le  difference  is  in  the  economy 
?ction  of  a  plane. 

Well,  when  you  fly 
wissair,  the  basic  promise  we 
an  make  is  that  we  won't 
conomize  in  economy.  You'll 
et  everything  you  paid  for. 
ven  if  you're  sitting  in  the 
irthest  back  seat,  you'll  never  fee!  like  you're 
etting  the  back  of  our  hand. 

One  of  the  first  things  you' 1 1  notice  is  the  food, 
's  good.  You'll  never  leave  a  Swissair  plane  with 
unger  pangs.  Because  the  meals  are  the  best  we 
an  give  you.  Using  the  finest  meat,  fish,  vegeta- 
ns, and  fruits  we  can  arrange  for  our  passengers. 
>nd,  unlike  other  airlines,  we'll  serve  you  on  reai 
hina,  with  full-sized  knives,  forks,  and  spoons. 

Of  course,  service  begins  with  people.  And  to 
le  Swiss  serving  guests  with  courtesy  and  grace  is 
Imost  a  passion.  It's  a  tradition  all  our  stewards 
nd  stewardesses  have  been  raised  in.  They  know 
lat  their  job  is  to  meet  your  needs.  Whether  it's  a 
ieet  of  writing  paper  or  a  properly  fluffed  pillow. 

Another  art  that  they've 
mastered  is  knowing 
when  you  want  to  be 
left  alone.  To  sleep, 
work,  read,  or  just 


f  you're  serving  good  food,  you  should  serve 
it  on  real  china,  with  full-sized  utensils. 


The  same  kind  of  seat 
doesn't  guarantee  you  the  same 
Kind  of  service. 


contemplate.  They'll  even 
provide  you  with  a  "do  not  dis- 
turb" sign  as  a  reminder  to  them 
of  all  the  services  you  don't 
want  at  the  moment. 

If  service  and  food  was  all 
we  offered  our  economy  pas- 
sengers it  would  probably  be 
enough.  But  we're  also  the  only 
airline  that  offers  roomy,  com- 
fortable wide-bodied  DC-10 
and  747  flights  from  North 
America  to  Switzerland  every 
day  of  the  week. 
And  finally,  we  offer  all  our  passengers  airports  in 
Geneva  and  Zurich  that 
are  designed  to  get 
people  in  and  out  as 
quickly  as  possible. 
Which  is  pretty 
important  when  you 
figure  out  how  much 
time  you've  spent  trying 
to  figure  out  where 
you're  going  in  an  airport. 

So  when  you're  flying 
economy  don't  lower  your  standards.  There's  no 
earthly  reason  why  you  should,  if  you're  flying 
Swissair. 

For  reservations  and  information  see  your 
Travel  Agent,  corporate  travel  consultant,  or  any  of 
the  22  local  Swissair  offices  throughout  the  U.S. 
and  Canada. 


«  i 


A  lot  of  little  things  add 
up  to  a  better  trip. 


We  lake  (in  the  world's  most  demanding  business  travellers 


If  you  thought 
1976  was  a  tough  time 
to  buy  insurance, 
welcome  to  1977. 


So  far,  buying  insurance  for  your 
company  this  year  isn't  any  easier 
than  it  was  last  year.  Nor  is  it  any 
cheaper. 

That's  because  the  conditions 
that  caused  the  insurance  shortage 
in  the  first  place— escalating 
claims,  inflation  and  shrinking 
insurance  capacities— are  carrying 
over  into  the  new  year.  Precisely 
why  you  should  be  talking  to 
Alexander  &  Alexander. 

As  one  of  the  world's  largest 
insurance  brokers,  we  maintain 
constant  links  with  insurance 
companies  both  here  and  abroad. 
To  bring  you  into  contact  with 


sources  of  insurance  that  might 
not  otherwise  be  available, 
while  helping  to  keep  prices  within 
your  company's  means. 

Add  to  this  our  special 
capabilities  of  risk  analysis,  loss 
control  and  negotiation  and, 
chances  are,  you'll  reach  the  same 
conclusion  many  companies 
have:  because  this  is  the  worst  time 
to  buy  insurance,  it's  the  best  time 
to  deal  with  Alexander  &  Alexander. 

Just  contact  your  nearest  A&A 
office  or:  Information  Service, 
Alexander  &  Alexander, 
1 185  Avenue  of  the  Americas, 
New  York,  N.Y.  10036. 


Alexander 
^Alexander 


The  Disney  Way 
With  The  Dollar 


Walt  Disney  Productions  Is  about  to  start  on  the 
founder's  last  dream— "the  community  of  tomorrow.' 
Its  tenants  will  pay  most  of  the  bills. 


Like  skyrockets  above  Cinderella's 
castle,  Walt  Disney  Productions'  ma- 
jor projects  go  up  every  ten  years 
or  so. 

Next  on  the  pad:  the  "Experimen- 
tal Prototype  Community  of  Tomor- 
row," the  late  Walt  Disney's  dream  of 
the  city  of  the  future,  scheduled  to 
open  in  Florida  in  1980. 

EPCOT  will  be  a  permanent  world's 
fair  built  3M  miles  from  the  Magic 
Kingdom  on  part  of  the  43  square 
miles  the  company  owns  in  central 
Florida.  Phase  One:  a  huge  semi- 
circular World  Showcase  and  a  but- 
terfly-shaped Future  World  facing  it 
across  a  lagoon.  Between  them  will 
be  a  multiple-spired  pavilion,  the 
EPCOT  Theme  Show,  where  the 
problems  and  decisions  facing  the 
world  will  be  presented  in  light  and 
animation  exhibits. 


Phase  One  will  cost,  according  to 
Disney  President  E.  Cardon  Walker, 
about  $250  million  to  $300  million, 
compared  with  the  $700  million  so  far 
invested  in  Disney  World— "and  if  it 
works,"  says  Walker,  "it  could  ulti- 
mately go  beyond  it."  Much  of  this 
ultimate  cost  is  planned  to  be  other 
people's  money;  Disney  will  extend 
the  Magic  Kingdom  monorail  to  serve 
EPCOT  and  will  add  to  other  basic 
services.  But  most  of  the  rest— both 
investment  and  operating  money- 
will  come  from  foreign  governments 
or  private  industry  Disney  hopes  to 
persuade  to  sponsor  Disney  World- 
like rides  and  exhibits. 

Says  Walker:  "We'd  ask  a  country 
or  a  company  for  whatever  capital  it 
takes  to  build  the  exhibit.  We'll  de- 
sign and  create  it— at  their  expense— 
and  we  expect  them  to  operate  it. 


Arabian  Nights:  Disney  artist's  idea 
of  entrance  to  EPCOT  Arab  pavilion. 
Archways  lead  to  national  exhibits. 


We'd  probably  charge  some  kind  of 
overall  admission  price  to  visitors." 

When  Disney's  plans  for  Disney 
World  burst  on  Wall  Street  in  the 
1960s,  the  stock  went  through  the 
roof,  selling  at  up  to  82  times  earn- 
ings over  the  next  several  years.  Tak- 
ing advantage  of  the  high  stock  price, 
Disney  raised  $262  million  in  new 
equity  capital,  most  of  it  in  convert- 
ible debentures.  From  that,  $100  mil- 
lion in  bank  loans  and  its  own  cash 
flow,  Disney  financed  the  entire  proj- 


That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 
'  To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141.  71623 
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ect.  The  loans  were  paid  back  ii 
1975,  and  the  company  now  has  vir 
tually  no  debt;  it  thus  owns  Disne- 
World  free  and  clear. 

In  the  financial  sense,  EPCOT  wil 
somewhat  piggyback  on  Disne- 
World.  The  company  socked  a  lot  o 
this  Disney  World  investment— abou 
$150  million,  Walker  estimates— inb 
sewers,  streets,  access,  power  com 
munications  and  other  basic  service 
that  can  support  a  much  larger  opera 
tion.  Disney  executives  call  this  thei 
"underground  investment,"  and  it  i 
safely  underground  in  the  balanc< 
sheet  as  well,  since  it  is  all  paid  for 

Since  EPCOT  will  require  relative 
ly  less  in  the  way  of  capital  invest 
ment  by  Disney,  the  profits  it  wil 
eventually  earn  should  help  leverag* 
the  company's  current  rather  lov 
(10.7%)  return  on  equity. 

Actually,  Disney's  profitability  i 
already  better  than  it  looks.  Deprecia 
tion  on  the  big  investment  in  prop 
erty  is  close  to  $35  million.  On  rev 
enues  last  year  of  $584  million,  th 
company  had  an  overall  cash  flow  o 
well  over  $100  million.  This  is  sub 
stantial  for  a  company  of  this  size  anc 
is  the  result  of  some  shrewd  plan 
ning  by  the  late  Roy  O.  Disney,  Walt' 
brother,  who  masterminded  Disne> 
World,  and  by  the  founder  himself 
"Everybody  says  Walt  wasn't  a  busi 
nessman,"  says  Walker.  "He  was  a  hel 
of  a  businessman." 

Since  Walt  Disney  died  in  1966 
the  company,  now  headed  by  Chair 
man  Donn  B.  Tatum,  has  jumped  tc 
medium-sized.  Revenues  have  in 
creased  by  more  than  400%,  net  by 
502%.  But  shareholders'  equity  grew 
most  of  all— by  about  800%,  from 
$77.2  million  in  1967  to  $692.4  mil 
lion  in  1976.  That  is  growth  where 
it  really  counts. 

Equally  impressive  is  the  compa 
ny's  ability  to  maintain  profit  margin 
in  the  face  of  inflation  and  of  the 
dwindling  novelty  of  some  of  the  old 
er  Disney  attractions.  Disneyland's  at 
tendance  since  1972  has  been  essen 
tially  flat  at  around  10  million  an 
nually,  and  it  has  yet  to  equal  its 
1970  record  of  10.3  million  visitors 
Disney   World    attendance   has  in 
creased  from  10.7  million  in  its  first 
full  year  of  operation  in  1972  to  13. 
million  last  year.  But  overall  revenue 
at  the  two  parks  has  grown  almost 
five  times  as  fast  as  attendance,  and 
Disney  has  been  able  to  maintain  op 
erating   margins   at   both  parks 
about  18%  to  19%,  except  for  the  fuel 
crisis  year  of  1974  (16.2%).  More  im 
portant,    the   overall    company  op 
erating  margin  has  been  maintained 
at  about  27%  since   1973— even 
1974  it  was  26%. 

There  are  some  hazards,  to  be  sure; 


at 


64  Fl~  OZ-  (Va  GAL-) 


FORBES,  MARCH  15.  1977 


the  parks  are  subject  to  both  energy 
and  weather  crises.  Attendance 
slipped  at  Disneyland  last  September, 
in  the  company's  final  1976  fiscal 
quarter,  and  at  both  parks  in  the  first 
quarter  of  1977.  The  effect  of  the 
eastern  cold  wave  on  Disney  World 
may  be  significant.  Against  this  Dis- 
ney can  balance  its  ability  to  control 
prices  and  costs  (first-quarter  net  rose 
5.7%  over  1975's  to  37  cents  a  share, 
despite  the  drop  in  attendance)  and 
the  profitable  film  and  mechandising 
segments  of  its  business.  The  latter 
produce  only  about  a  third  of  the  rev- 
enues but  more  than  half  the  operat- 
ing profits,  and  both  have  had  big 
operating  margins  (1976:  48.6%  for 
films,  34%  for  merchandising,  which 
is  not  just  Mickey  Mouse  watches- 
it  includes  music,  records  and  pub- 
lishing as  well ) . 

The  film  business  is  a  crap  game 
for  anyone,  but  less  so  for  Disney 
because  it  owns  every  foot  of  negative 
it  ever  produced  back  to  the  first 
Mickey  Mouse  cartoons  (Mickey  will 


". . .  They  say  Walt  wasn't  a 
businessman.  He  was  a  hell 
of  a  businessman  . . ." 


be  50  years  old  on  Nov.  18,  1978). 
About  a  third  of  worldwide  film  and 
TV  revenues  (1976  total:  $120  mil- 
lion) come  from  reissued  "classics," 
entirely  paid  for  and  thus  pure  profit. 
By  varying  the  mix  between  new  and 
old  films,  Disney  can  partially  shield 
itself  from  the  volatility  of  the  film 
business. 

EPCOT  is  not  the  only  project  with 
which  Disney  intends  to  increase  le- 
verage in  return  on  capital.  An  "Orien- 
tal Land"  on  the  shore  of  Tokyo  Bay 
is  now  in  the  planning  stage.  Disney 
or  its  two  Japanese  partners  can  pull 
out  before  the  construction  phase  be- 
gins late  this  year— but  if  the  Tokyo 
project  is  built  Disney  will  have  total 
control,  will  not  put  up  a  penny  of 
capital  and  will  get  a  cut  of  the  gross. 

Disney  now  has  a  strong  cash  posi- 
tion—about $109  million  in  cash  and 
short-term  investments.  This  mounting 
pile  of  cash  is  yielding  a  nice  return 
and  is  available  against  the  day  when 
Disney  is  ready  to  go  ahead  with 
EPCOT  and  other  projects.  What  oth- 
er projects?  For  one  thing,  only  about 
10%  of  the  company's  Florida  land  is 
now  in  income-producing  use. 

So  you  can't  judge  Disney's  pros- 
pects and  accomplishments  just  by 
looking  at  the  profit  figure.  For  every 
dollar  that  shows  up  on  the  bottom 
line,  another  dollar  or  so  is  being 
socked  away  in  assets  for  future  use.  ■ 


The  companies  of  your  pleasure:  L&M  lark  chesterfield  eve  velvet  granger 

EDGEWORTH  REDMAN  ALPO  LIV-A  SNAPS  ALAMO  BRAND  VETS  3  MINUTE  BRAND 
RINSENVAC  BLUE  LUSTRE  BRITE  WATCH  BANDS  CARRIAGE  COLLECTION  ROYAL  AGES 
J&B  CATTO'S  THE  FAMOUS  GROUSE  WILD  TURKEY  BOMBAY  PADDY  MURPHY'S 
GRAND  MARNIER  CAMPARI  METAXA  WILD  TURKEY  LIQUEUR  MOUQUIN  PUNT  E  MES 
WEDDING  VEIL  LAGOSTA  BERTANI  FAZI  BATTAGLIA  ACHA1A  CLAUSS  CROFT  MOILLARD 
REMY-PANNIER    NICOLAOU    CHATEAU  BOUSCAUT    CHATEAU  OLIVIER    CHATEAU  RAUSAN  SEGLA 


FORBES,  MARCH  15,  1977 


The  creative  electric  company 
makes  batteries  that  never  need  watei 


A  simple  thing  like  not  adding  water 
makes  a  big  difference  in  battery 
performance.  Truck  owners  save  a  lot 
of  maintenance  time.  Automotive 
designers  have  more  flexibility  in 
where  they  put  the  battery.  And 
J.  C.  Penney  enjoys  skyrocketing  con- 
sumer sales  with  the  Gould-made, 
maintenance-free  battery. 

As  the  emphasis  on  the  "electric 
society'  increases,  so  does  Gould  s 
growth  opportunity  in  electrical 
products.  We  concentrate  on  products 


that  transmit,  distribute,  store,  control 
and  convert  electrical  energy.  In  fact, 
over  70%  of  our  business  is  in  these 
areas.  So  the  electric  economy  pro- 
vides a  firm  base  for  our  growth. 

Today,  Gould  is  the  market  or 
technology  leader  in  most  of  our 
product  lines.  For  example,  energy- 
efficient  motors,  maintenance-free 
batteries  and  safer  electric  switchgear. 

We've  achieved  an  annual  com- 
pound growth  rate  of  1 7.3%  in  net 
profits  since  1968.  Our  commitment  to 


product  development  and  superic 
management  performance  assure 
continuation  of  our  above-averag« 
growth.  If  you'd  like  to  know  more; 
the  new  Gould,  please  write  Goulc 
10  Gould  Center,  Rolling  Meadow 
Illinois  60008. 


->  GOUd 


Love  Unrequited 

ritish  Petroleum  is  fast  becoming  one 

f  the  most  American  of  the  major  oil  companies. 

his  is  why  the  British  government 

i  so  reluctant  to  part  with 

ny  of  its  majority  interest  in  BP. 


I  would  be  great  as  a  segment  on 
le  of  those  BBC  Victorian  soap  op- 
as:  British  Petroleum,  the  shyest, 
it  one  of  the  most  willful  of  the 
;ven  Sisters,  is  fed  up  with  her  long- 
rm  bedmate,  the  British  govern- 
ent.  Yes,  they  have  been  through 
ick  and  thin,  and  the  government 
)es  own  68%  of  British  Petroleum's 
ock.  But  while  jolly  old  England 
is  grown  sclerotic,  British  Petroleum 

full  of  vim  and  vigor.  It  is  payoff 
ne  for  BP's  carefully  developed  in- 
rests  in  the  North  Sea  and  the  U.S. 
hrough  its  soon-to-be-realized  ma- 
rity  control  of  Standard  Oil  of  Ohio 
id  their  joint  Alaskan  oil  venture), 
n  the  verge  of  brilliant  success,  BP 
ows  restless;  it  has  become  a  popu- 
r  lady  on  the  stock  market,  too.  Who 
3eds  wheezing  John  Bull  now? 

In  Act  II,  (the  recent  past)  we  see 
e  British  government  close  to  finan- 
al  collapse,  promising  to  raise  $838 
illion  by  selling  roughly  17%  of  BP's 
ock  as  one  of  the  conditions  for  a 
}.9-billion  bailout  loan  from  the 
iternational  Monetary  Fund.  Antic- 


fers  and  onto  the  U.S.  stock  market 
goes  back  to  1914. 

That  was  the  year  when  British 
Petroleum  (Anglo-Persian  Oil  Co. 
then),  an  undercapitalized,  but  po- 
tentially rich  recent  discoverer  of  vast 
Iranian  oil  fields,  got  its  big  financial 
break.  Winston  Churchill,  then  First 
Lord  of  the  British  Admiralty,  per- 
suaded Parliament  to  make  a  major 
investment  in  return  for  secure  oil  sup- 
plies for  the  British  Navy.  In  1975 
the  Bank  of  England  picked  up  an 
additional  20%  by  bailing  out  the  fail- 
ing Burmah  Oil  Co.  in  exchange  for 
its  BP  stock;  this  is  the  stock  that  will 
be  sold.  BP  is  now  the  third-largest 
(after  Exxon  and  Royal  Dutch/Shell) 
of  the  Seven  Sisters  in  crude  oil  ton- 
nage, operating  through  some  650 
subsidiaries  in  80  countries.  Its  rev- 
enues last  year  were  $20  billion. 

In  recent  years,  however,  BP  was 
the  least  profitable  of  the  oil  majors. 
Until  recently  almost  70%  of  its  sales 
were  in  Western  Europe.  Up  to  1969 
it  had  no  marketing  outlets  in  the 
U.S.  (It  is  still  small  here,  but  grow- 


. . .  The  transformation  of  BP  from  Ella-sit-by-the-fire 
)  Cinderella  glamour  girl  among  the  Seven  Sisters  is 
early  complete.  By  the  1980s  it  could  be  the  second- 
iggest  oil  producer  in  the  U.S.  and  maybe  the  richest . . . 


ating  the  sale,  British  Petroleum 
lunts  its  charms  for  U.S.  investors, 
ho  are  the  logical  buyers  of  the 
ock;  desirable  buyers  from  BP's  point 
view,  because  increasingly  BP's  in- 
rests  are  in  the  U.S.  But,  hurt  and 
oud,  the  British  government  digs  in 
>  heels.  For  now,  it  is  holding  on  to 
iat  17%.  Why  should  it  loosen  its 
3S  with  BP  just  when  the  lady  is 
)out  to  strike  it  rich? 
The  story  of  why  BP  wants  those 
lares  out  of  the  government  cof- 


ing,  with  1,827  gas  stations  in  15 
states.)  For  40  years  it  even  sold  its 
products  in  Britain  through  a  joint 
venture  with  Shell,  and  it  was  a  weak 
also-ran  in  Europe.  Why?  "We  were 
taking  losses  downstream  in  order  to 
get  out  goods  upstream,"  explains 
Robin  Adam,  a  BP  managing  direc- 
tor, "because  that's  what  the  Arabs 
wanted."  Reflecting,  perhaps,  its 
quasigovernmental  nature,  BP  was 
obliging  the  money-hungry  Arab 
states,  not  its  own  stockholders. 


! 


Up  The  Ladder:  In  profits,  BP  was 
ever  the  also-ran.  Now  Chairman 
Steel  should  report  the 
biggest  gains  of  the  majors. 


It  showed.  For  example,  Texaco's 
crude  supplies  traditionally  balanced 
its  marketing  outlets.  Throughout  the 
Sixties,  Texaco  regularly  earned  15 
cents  and  more  on  the  sales  dollar, 
while  BP  barely  netted  over  8  cents. 
As  recendy  as  1975  BP  was  selling 
half  its  crude  to  companies  like  Ex- 
xon and  Petrofina,  which  meant  that 
these  rivals  ended  up  pocketing  at 
least  part  of  the  profit  on  the  oil  that 
BP  pumped  out  of  the  ground. 

Meanwhile,  BP  was  having  even 
more  serious  troubles.  After  being 
booted  out  of  Iran  in  1951  by  a  na- 
tionalistic government,  it  recovered 
by  finding  and  developing  fresh  oil 
reserves  in  Nigeria,  Abu  Dhabi  and 
Libya— only  to  face  the  threat  of  na- 
tionalization again  with  the  dawning 
of  the  age  of  the  Organization  of  Pe- 
troleum Exporting  Countries.  "A  lot 
of  people  said  we  couldn't  come  out 
strong  after  that,"  says  BP's  chairman, 
David  Steel. 
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But  barrel-chested  Steel,  who  had 
six  tanks  blown  out  from  under  him 
in  World  War  II,  and  British  Pe- 
troleum both  knew  something  about 
getting  back  on  their  feet.  BP  went 
deeply  into  debt,  socking  $2  billion 
into  North  Sea  oil  exploration  and  de- 
velopment. It  also  set  out  after  an  in- 
terest in  Alaska's  North  Slope  oil  and 
a  shot  at  U.S.  markets. 

First  it  bought  9,700  Sinclair 
brand-name  service  stations  from  At- 
lantic Richfield  with  $400  million  bor- 
rowed from  Arco.  Within  a  week  of 


close  behind  Exxon's  890,000  a  day. 
Add  to  that  the  500,000  barrels  a  day 
it  will  soon  be  getting  out  of  the 
North  Sea  and  it  is  easy  to  see  w  hy 
BP— listed  as  American  Depositary 
Receipts— has  often  been  among  the 
most  actively  traded  stocks  on  the 
New  York  Stock  Exchange  .  during 
recent  weeks. 

Just  a  bit  over  two  years  ago,  the 
total  market  value  of  all  BP  shares 
was  less  than  $2  billion;  it  has  since 
trebled  to  nearly  $6  billion— consid- 
erably higher  than  that  of  Gulf  and 


. .  'We  were  taking  losses  downstream  in  order  to  get 
out  goods  upstream,  because  that's  what  the  Arabs 
wanted/  said  Robin  Adam.  BP  was  obliging  the  money- 
hungry  Arab  states,  not  its  own  stockholders  . . ." 


that  transaction  it  began  to  snare 
Standard  Oil  of  Ohio,  which,  besides 
being  strong  in  marketing  and  short 
of  crude,  had  two  things  BP  needed 
—U.S.  stockholders  and  virtually  a 
debt-clean  balance  sheet. 

Sohio  was  BP's  U.S.  beachhead, 
and  the  new  parent  took  full  advan- 
tage. Since  1974  BP  and  Sohio  have 
arranged  to  borrow  $5.7  billion  in 
debentures  and  notes.  Sohio's  debt  has 
grown  to  $2.34  for  every  dollar  of 
equity.  In  1976  Sohio  paid  $258  mil- 
lion in  interest,  almost  twice  its  net 
income.  But  the  money  so  borrowed 
has  been  well  spent.  Now  BP-Sohio 
can  lay  claim  to  every  second  barrel 
of  crude  that  comes  off  Alaska's  North 
Slope  down  the  Trans  Alaska  Pipe- 
line (49.2%  owned  by  BP-Sohio). 

The  transformation  of  BP  from 
Ella-sit-by-the-fire  to  Cinderella  glam- 
our girl  among  the  Seven  Sisters  is 
nearly  complete.  By  the  early  1980s 
it  plans  to  have  nearly  half  its  assets 
(now  valued  conservatively  at  $10  bil- 
lion) in  the  U.S.  By  that  time  it 
could  be  the  second-biggest  oil  pro- 
ducer in  the  U.S.,  after  Exxon,  and, 
maybe,  the  richest.  One  London  stock- 
brokerage,  Joseph  Sebag,  is  telling 
clients  that  BP  will  quintuple  earn- 
ings from  1976's  estimated  $340  mil- 
lion (roughly  86  cents  a  share)  to 
over  $2  billion.  (In  that  same  period, 
according  to  Joseph  Sebag,  Texaco 
and  Standard  Oil  of  California, 
could  raise  their  earnings  80%  or  so; 
Exxon  and  others  by  50%  or  less.) 
If  so,  BP  would  probably  move  into 
third  spot  among  the  oil  majors  be- 
side Texaco  and  behind  Exxon  and 
Royal  Dutch/Shell. 

In  New  York,  analyst  Tom  Petrie 
of  Wainwright  Securities  sees  BP  rais- 
ing its  U.S.  oil  production  from  28,000 
to  737,000  barrels  a  day  by  1979, 


within  shooting  distance  of  Texaco 
and  SoCal.  Quite  obviously,  BP  has 
come  a  long  way  in  investors'  es- 
teem. One  reason:  Most  of  BP's  oil 
is  now  in  stable  and  friendly  areas— 
the  North  Sea  and  Alaska— while  the 
others  have  much  of  their  oil  in  the 
Middle  East  (see  table  below). 

BP's  edge  is  even  wider:  Its  new 
oil  can  be  sold  in  the  U.S.  at  the 
upper-tier  price  under  the  U.S.'  irra- 
tional pricing  system,  while  most  of 
its  competitors'  non-OPEC  oil  is  con- 
sidered "old"  and  must  sell  at  about 
60%  cheaper;  behind  each  $100  of 
market  value  BP  has  119  barrels  of 
"safe"  non-OPEC  crude  while  Exxon 
has  just  34,  Texaco,  57;  although  op- 
erating expenses  in  Alaska  and  the 
North  Sea  are  shaiply  higher  than 
elsewhere,  so  is  the  selling  price  of 
Alaskan  oil.  Early  this  year  British 
Petroleum  was  selling  its  low-sulfur 
North  Sea  crude  on  the  U.S.  east- 


ern seaboard  at  close  to  $14  a  barrel 
What  all  this  means  is  that  where 
BP  gets  about  15  cents  a  barrel  foi 
handling  Middle  East  oil,  it  will  proh 
ably  take  $2  to  $3  in  profit  from  eacr 
barrel  it  lifts  from  the  North  Slope 
or  the  North  Sea.  Lord  Kearton. 
chairman  of  British  National  Oi 
Corp.,  the  government's  nationalizec 
oil  firm,  calls  BP's  North  Sea  opera 
tions  a  "bonanza  of  a  bonanza."  Aftei 
it  pays  the  British  government  a  12.55 
royalty,  the  money  is  almost  all  BP'sj 
Because  of  Britain's  generous  175' 
capital  cost  allowance  for  North  Sea 
oil  development,  BP  will  pay  no  taxe: 
at  all  this  year  on  oil  pumped  fron 
the  North  Sea.  Result:  It  can  now  stoj 
amassing  debt  and  start  reducing  it. 

"This  is  the  turn  year,"  says  Quenl 
tin  Morris,  47,  a  BP  finance  man 
"This  is  the  first  year  since  the  mid 
1950s  that  BP  will  be  a  net  repaye 
of  debt." 

What  will  BP  do  with  all  thai 
wealth?  In  Europe  it  will  push  deep 
er  into  chemicals,  into  offshore  oil- 
a  Caspian  Sea  venture  with  the  Rus 
sians,  for  example— and  farther  inti 
the  North  Sea  where  it  hopes  then 
is  substantially  more  oil  than  the  1' 
billion  barrels  of  proven  reserves  thu 
far  found.  In  the  U.S.,  Sohio  will  com 
centrate  on  trimming  its  top-heav} 
debt.  Beyond  that,  it  will  further  exi 
plore  for  oil  in  Alaska  and  off  th< 
mid- Atlantic  states.  Other  projectionl 
call  for  expansion  of  its  strong  Ohii 
marketing  base,  and  a  greater  invest) 
ment  in  wholly  owned  chemical  am 
coal  operations. 

A  pretty  picture,  but  for  one  thing 
the  troublesome  fact  that  most  of  BP" 
stock  is  in  British  government  hands 
The  government  long  ago  gave  Bl 
a  gentleman's  agreement  it  would  nev, 
er  interfere  in  BP's  commercial  ai 
fairs,  but  in  an  era  of  rampant  naj 


Safety  First 


In  today's  oil  business,  the  location  of  your  reserves— in  politically  safe  countrie 
or  in  the  uncertain  Middle  East— may  count  for  more  than  how  big  they  are 
As  the  last  column  of  the  table  shows,  BP,  by  dint  of  having  discovered  tht 
most  oil  in  Alaska  and  the  North  Sea,  stands  head  and  shoulders  above  th 
other  Sisters  on  that  crucial  count.  The  positions  could  change,  of  course,  a 
more  leases  are  let  and  more  oil  found  off  the  coasts  of  Britain  and  the  U.S 

Barrels 


Company 

Rank 

Revenues 
(billions) 

Rank 

Net  Income 
(millions) 

Rank 

of  Non- 
OPEC  Oi 

Exxon 

1 

$53 

1 

$2,640 

4 

34 

Royal  Dutch  Shell 

2 

37 

2 

2,390 

3 

39 

Mobil 

3 

28 

3 

942 

7 

19 

Texaco 

4 

27 

5 

870 

2 

57 

SoCal 

5 

21 

4 

880 

5 

33 

British  Petroleum 

6 

20 

7 

340 

1 

119+ 

Gulf 

7 

18 

6 

816 

6 

32 

*Forbes  estimate  per  $100  of  stock  market  value. 

■(-Includes  53%  of  Sohio's  Alaskan  reserves. 
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•nalism,  past  promises  have  a  way 
being  forgotten. 

As  BP's  prospects  have  brightened, 
wever,  as  the  price  of  its  stock  has 
en,  the  Exchequer's  willingness  to 
U  some  of  its  holdings— as  prom- 
;d— has  cooled.  The  block  of  stock 
e  Exchequer  was  offering  to  sell 
;t  December  has  gone  from  $838 
ilUon  to  over  $1  billion. 
Next  year? 

After  all,  says  the  government,  it 
dn't  tell  the  IMF  just  when  it  would 
11.  And  it  can  hear  all  that  good 
ws  about  BP  as  well  as  the  Ameri- 
ns.  Sitting  in  his  cluttered  office 
rd  by  the  House  of  Commons,  the 
vernment's  Minister  of  State,  De- 
rtment  of  Energy,  J.  Dickson  Ma- 
in, happily  charts  BP's  climb:  "I 
m't  know  when  BP's  stock  will 
ak,"  he  muses.  "Not  this  year  cer- 
inly.  It  will  later  on.  If  you  were  a 
ivate  investor,  you  wouldn't  sell." 
Meantime,  across  London,  on  the 
st  floor  of  Britannic  House,  BP's 
ivid  Steel  gazes  forlornly  at  the 
airie  of  Persian  carpet  in  his  vast 
ice.  That  17%-66  million  shares-is 
doud  hanging  over  BP's  U.S.  hopes, 
lmediately,  for  example,  BP-Sohio 
juld  like  the  U.S.  to  bend  the  Jones 
it  so  it  can  move  some  of  its  Alas- 
n  oil  on  non-U.S.  tankers  to  the 
ist  from  glutted  California  via  the 
nama  Canal.  It  needs  permission 
>m  the  Federal  Power  Commission 
build  a  250-mile  pipeline  from 
>ng  Beach  through  Southern  Cali- 
inia  so  its  Alaskan  oil  can  flow  into 
e  national  pipeline  grid  via  Texas 
to  the  Midwest.  BP's  chances  would 
ighten  if  it  could  say  it  had  more 
S.  stockholders. 

Steel  wants  it  clear  that  he  thinks 
S.  investors  ought  to  get  a  run 
r  their  money  on  BP— in  other  words, 
e  British  government  shouldn't  try 
squeeze  out  the  last  dollar  of 
itential  appreciation.  "The  govern- 
snt  has  had  a  good  ride,"  he  says, 
it  with  each  passing  day  that  BP's 
)ck  retains  its  price/earnings  ra- 
»  of  about  20— while  Exxon  and 
e  other  Seven  Sisters  sell  at  nine 
ties  1976  earnings  or  less— chances 
pear  greater  that  the  British  gov- 
nment  is  holding  on  to  make  a 
)ck-market  killing— at  the  expense 
U.S.  investors.  ■ 


sky  Job:  To  get  one  of  its 
arth  Sea  oil  rigs  into  place, 
'  floods  its  flotation  tanks 
lassive  section  at  left  of  the 
cture),  lowering  the  section  to 
e  ocean  floor.  There  it's 
:ed  to  the  seabed  by  steel 
les  and  the  tanks  are  removed. 
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No  Oil  Or  Booze 
Anywhere  In  Sight 

"Good  job  you  didn't  come  yesterday,"  says  Rob- 
ert Wilson,  the  oil  platform  superintendent  welcom- 
ing four  visitors  to  Forties  Charlie.  "We  were  a  bit 
cramped  for  space." 

Forties  Charlie,  a  52,000-ton  hunk  of  steel,  is 
one  of  four  drilling  platforms  British  Petroleum  op- 
erates some  110  miles  off  the  east  coast  of  Scotland 
in  the  North  Sea's  Forties  field.  The  previous  day  a 
thick  pea-soup  fog  had  rolled  in  on  strong  winds, 
cancelling  the  afternoon  helicopter  flights  and  forc- 
ing 240  men  to  stay  overnight.  Forties  Charlie  has 
sleeping  quarters  for  96.  Foul  weather  is  a  way  of 
life  there,  with  50-foot  waves  common  and  94-foot 
giant  waves  whipped  along  by  130-mph  winds  not 
unknown. 

Each  day,  weather  permitting,  Forties  Charlie  gets 
about  15  helicopter  flights  delivering  mail,  supplies 
and  the  work  crews  that  journey  from  shore  to  rig 
to  perform  repairs  and  do  the  drilling.  But  on  273 
days  in  any  year,  the  weather  will  be  officially  de- 
scribed as  bad,  only  marginal  on  another  49.  So 
even  when  he  knows  a  storm  is  brewing  and  bunks 
will  be  scarce,  Bob  Wilson  never  waves  away  a  work 
party.  Up  here  you  just  don't  know  when  it  will 
be  back. 

However,  on  this  midwinter  day,  the  predawn 
weather  forecast  is  dead  wrong;  the  wind  is  light, 
the  temperatures  a  balmy  38  degrees  Fahrenheit 
and  the  clouds  high  enough  for  a  perfect  view  of 
the  gas  flares  on  platforms  Alpha  and  Delta  two  to 
three  miles  away.  The  flares  billow  out  like  overfueled 
Olympic  torches,  but  after  landing  it's  the  noise  of 
the  gas  burning  you  notice  first,  not  the  heat  as  you 
would  in,  say,  Abu  Dhabi. 

If  you  ignore  the  flare  and  the  140-foot-high  drill- 
ing derrick,  a  platform  closely  resembles  any  mid- 
town  construction  site— muddy  puddles  and  piles  of 
assorted  pipe  and  equipment  everywhere  you  look. 
Below  the  living  quarters,  the  platform's  innards  are 
a  maze  of  oil-gathering  pipes,  painted  in  BP's  vivid 
green  and  yellow  colors. 

It  isn't  until  you  climb  a  steel  walkway  and  look 
down  that  the  enormousness  of  it  all  strikes  home. 
There,  130  feet  below  your  feet,  is  the  frothing  wa- 
ter, a  striking  aquamarine  today.  A  farther  420  feet 
below  that  is  the  seabed.  Still  another  two  miles 
deeper  is  where  the  drill  bit  is  now  tapping  oil. 

This  is  costly  oil,  both  in  terms  of  dollars  and  hu- 
man sacrifice.  Since  1970,  when  it  first  found  oil 
here,  BP  alone  has  spent  close  to  $1,7  billion  for 
exploration,  platforms  and  laying  a  236-mile  pipeline, 
much  of  it  underwater.  All  told,  over  70  men  have 
died  in  the  search  for  oil  in  the  North  Sea.  Yet  as 
the  search  moves  into  the  deeper  waters  farther 
north,  oilmen  say  Forties  will  be  remembered  nos- 
talgically as  a  low-cost,  easy-to-run  field.  Just  since 
last  May,  for  example,  crews  on  Forties  Charlie 
have  successfully  drilled  six  of  the  platform's  pro- 
jected 27  wells,  and  before  the  year's  end  BP  expects 
to  be  piping  ashore  almost  500,000  barrels  a  day, 
roughly  25%  more  than  it  originally  forecast. 

The  big  problems  for  crews  on  a  platform  are  ad- 
justing to  the  12-hour  work  shifts  and  the  monotony. 
There  are  compensations,  says  Wilson,  a  tanker  man 


Alone  At  Sea:  A  North  Sea  oil  rig's  flare  is  also  a 
beacon  to  the  daily  helicopter  flights.  In  winter 
50-foot  waves  and  70-mph  winds  can  pound  the  rig. 


for  12  years  and  now  a  trifle  overweight,  pointing  to 
the  daily  lunch  menu,  which  today  offers  a  choice  of 
six  hot  courses,  plus  a  table  of  cold  cuts  and  cream- 
topped  pies. 

No  liquor  is  allowed  on  a  platform  (unlike  in  the 
British  navy),  and  even  a  fresh  movie  each  night 
soon  loses  its  appeal.  But  for  the  crew,  average  age 
35,  every  14  days  spent  on  a  platform  is  followed  by  a 
two-week  furlough;  at  $21,000  a  year,  their  average 
wage  is  high  by  British  standards. 

As  our  helicopter  crosses  back  over  the  Scottish 
coast,  a  BP  man  points  to  a  sandy  inlet  under  which 
he  says  lies  the  pipeline.  From  this  height  there  is 
no  trace  of  it  and  it  is  only  then  the  visitors  realize 
that  after  a  day  on  a  platform,  they  haven't  seen 
one  drop  of  oil  anywhere. 
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Beware  Of  Russians  Bearing  Gas 


The  energy  crisis  isn't  simply  an  economic  problem. 

It  has  political  dimensions  that  could  alter  the  history  of  the  world. 


The  U.S.  had  better  face  it:  The  real 
threat  from  our  rising  dependence  on 
oil  imports  isn't  the  Arabs,  it's  the  Rus- 
sians. And  if  we  don't  draw  up  a  ra- 
tional national  energy  policy  and  soon, 
we  may  find  ourselves  losing  both  our 
traditional  allies  and  in  the  end  our 
competition  with  the  Russians  as  well. 
An  unsettling,  even  ominous  prospect? 
Yes,  indeed.  But  that's  the  prospect 
Melvin  A.  Conant  presented  to  the 
Defense  Department  a  few  weeks  ago. 

Conant  is  a  onetime  oilman  and 
former  chief  of  international  energy 
affairs  at  the  Federal  Energy  Adminis- 
tration, and  his  Defense  Department 
study— The  Geopolitics  of  Energy— ap- 
proaches the  politics  of  energy  much 
as  the  German  geographer  Karl  Haus- 
hofer  approached  the  politics  of  pow- 
er a  half  century  ago.  Haushofer  saw 
political  and  military  power  as  resi- 
dent in  the  great  geographical  heart- 
lands of  the  world,  a  circumstance 
that  ultimately  gave  the  Russians  vic- 
tory in  World  War  II.  Conant  sur- 
veys the  equivalent  heartlands  of  en- 
ergy—in the  Middle  East,  North  Amer- 
ica and  the  Soviet  Union— and  con- 
cludes, with  Haushofer,  that  those 
who  control  these  heartlands  effective- 
ly control  the  world. 

If  Conant  is  right,  the  consequences 
are  far  from  comforting  for  either  the 
U.S.  or  its  allies.  The  U.S.  already  im- 
ports over  40%  of  its  oil  and  gas,  West- 
ern Europe  and  Japan  import  nearly 
100%.  But  the  Soviet  Union,  boasting 
the  world's  largest  reserve  of  natural 
gas  and  its  second-largest  reserve  of 
oil,  is  not  only  self-sufficient  in  en- 
ergy, it  is  likely  to  remain  so  until  at 
least  the  end  of  the  century.  "The 
strategic  significance  of  this,"  Conant 
says  softly,  "could  be  monumental." 

So  the  world  divides  between  the 
Haves  and  the  Have  Nots.  There  are, 
of  course,  the  vast  reserves  of  Saudi 
Arabia  and  the  Middle  East,  to  which 
the  industrial  West  and  Japan  have 
access  even  if  they  no  longer  have 
control.  But  that  is  what  worries  Co- 
nant most.  Japan  already  gets  54%  of 
its  supplies  from  Iran  and  Saudi  Ara- 
bia, Europe  44%,  as  against  only  22% 
for  the  U.S.  Once  the  new  production 
from  the  North  Sea  and  the  North 


Slope  peaks  out  in  the  early  Eighties, 
the  Persian  Gulf  will  have  the  only 
spare  production  capacity  available  to 
the  industrial  world.  If  the  U.S.  places 
its  principal  reliance  on  the  Gulf  for 
its  petroleum  needs,  as  Europe  must 
do,  the  competition  for  available  sup- 
plies could  drive  a  wedge  between 
the  U.S.  and  its  traditional  allies. 

Conant  is  not  even  sure  the  So- 
viet Union  may  not  find  itself  com- 


peting with  the  U.S.,  Western  Europe 
and  Japan  for  access  to  Middle  East 
crude.  The  Russians  know  only  too 
well  how  powerful  the  oil  weapon  can 
be:  Just  note  how  they  have  insisted 
on  being  the  primary  source  of  sup- 
ply to  their  East  European  satellites. 
The  Soviet  Union's  undeveloped  re- 
serves are  vast,  but  they  are  far  away, 
in  Eastern  Siberia,  and  difficult  to  de- 
velop, so  that  for  a  time  the  Russians 


Gas  Trap:  The  Russians  have  already  begun  building  the  pipelines  that 
will  eventually  carry  Soviet  gas  all  the  way  from  Western  Siberia  into 
Western  Europe— a  connection  that  Mel  Conant  (inset)  believes  will  one 
day  give  the  Soviets  enormous  political  leverage  in  the  West. 
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'Marley? 

They're  the  cooling 

mm  lOWef 


people.' 


i 


&  - 


ight.  Try  again. 


You  could  try  groundwater  hydrology,  water 
well  drilling,  pumps,  deaeration  equipment,  shell 
and  tube  heat  exchangers,  water  and  waste  water 
treatment  equipment,  or  air-cooled  heat  exchangr 
ers  and  still  be  right.  Because  Marley's  world  is 
growing.  Growing  to  create  a  balanced  corporate 
base  that  can  withstand  the  impact  of  cyclical 
market  activity. 

Through  a  program  of  internal  growth  and  ac- 
quisition, The  Marley®Company  and  its  seven 
operating  companies  now  provide  a  broad  product 
mix  for  the  industries  that  silently  touch  each  and 
every  one  of  us:  from  electric  generating  to  pe- 
troleum refining  and  petrochemicals,  from  chemical 
processing  to  agriculture,  and  from  a  continuing 


and  abundant  supply  of  fresh  water  to  the  tempera- 
ture of  the  office  you're  sitting  in. 

Each  of  Marley's  operating  companies  has  a 
long  record  of  proven  leadership  in  its  particular 
field,  as  well.  Respected  names  like  Chicago  Heater 
Company,  Inc.;  Engineers  and  Fabricators,  Co. 
(EFCO);  General  Filter  Company;  Layne  &  Bowler, 
Inc.;  Layne-Western  Company,  Inc.;  Marley  Inter- 
national, Inc.;  and  The  Marley  Cooling  Tower  Com- 
pany. All  a  part  of  Marley's  new  world. 

Sure,  we're  still  —  — «*^^  ■ 

the  cooling  tower    ^TWl  A  R  I  F^^k 
people.  But  now    ^^VIAArl  LC 

we're  even  more.     -  "c-177 


The  Marley  Company.  Corporate  Headquarters.  5800  Foxridge  Drive,  Mission,  Kansas  66202 


mid  conceivably  be  importing  Mid- 
le  East  oil  to  make  up  any  temporary 
lortages  of  their  own.  But  unlike  the 
.S.,  Conant  emphasizes,  "Soviet 
lortages  in  oil  will  be  due  not  to  the 
spletion  of  their  oil  resource  base, 
at  to  their  anticipated  difficulty  in 
cploiting  these  reserves." 
So  temporarily  the  Russians  may  be 
bit  short  of  oil.  But  not  natural  gas. 
hey  have  more  than  a  third  of  the 
oriel's  total  reserves.  Therefore,  as 
.S.  and  European  gas  reserves  are 
jpleted,  the  Russians  should  have 
;cess  gas  available  to  export  to  Eu- 
ipe,  Japan  and  even  the  U.S.,  both 
r  earning  foreign  exchange  and  for 
lrposes  of  economic  warfare.  "It  is 
)t  so  much  a  case  of  Soviet  gas  be- 
>ming  a  major  source  of  energy,"  Co- 
int  says,  "as  it  is  a  danger  that  its 
lective  end  use  in  the  industrial 
:onomies  could  give  crucial  leverage 
i  the  suppliers." 

>ecial  Relationships 

The  point  is  that,  as  far  as  oil  is 
»ncerned,  Western  Europe  and  Ja- 
in have  no  place  but  the  Middle 
ast  to  turn  to  for  supplies.  The  U.S. 
is.  Therefore,  Conant  argues,  the 
.S.  should  reassess  its  commitments 
Iran  and  Saudi  Arabia,  make  it  per- 
ctly  clear  it  favors  making  Middle 
ast  oil  available  to  all  comers.  In- 
ead  of  relying  primarily  on  Middle 
ast  oil  itself,  the  U.S.  should  at- 
mpt  to  develop  special  relationships 
ith  its  hemispheric  neighbors— Mex- 
3,  Venezuela,  Canada— in  developing 
eir  oil  and  gas  reserves,  including 
ss  conventional  resources  like  tar 
nds,  heavy  crudes  and  oil  shale. 
Also,  wherever  possible,  the  U.S. 
ould  conserve  and  develop  its  own 
sources— coal,  offshore  oil,  oil  shale, 
anium,  nuclear  power,  anything  that 
ill  strengthen  its  own  position  and 
ke  the  pressure  off  its  resource-poor 
lies.  "Only  the  U.S.,"  says  Conant, 
ias  options  which  it  can  exercise  to 
nit  its  supply  vulnerability  to  the  po- 
ical  and  economic  actions  of  the  big 
"oducers." 

The  question  is:  Will  the  U.S.  be 
iaginative  enough  to  seize  its  oppor- 
nities  in  time?  Conant  is  clearly  not 

all  sure.  Says  he:  "Nations  accus- 
med  to  declining  power  and  cog- 
zant  of  their  continuing  and  ines- 
pable  dependence  may  be  more  will- 
g  to  deal  creatively  with  interde- 
Sidence  than  a  nation  accustomed 
j  great  independence  of  action." 

It  would  be  ironic  if  in  the  end  the 
eological  battle  between  East  and 
rest  should  hinge,  not  on  the  dia- 
ctic  of  competitive  economic  sys- 
ms,  but  on  such  an  old-fashioned, 
)th-eentury  sort  of  issue  as  the  ac- 
;ss  to  strategic  raw  materials.  ■ 
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Fuel  for  the  future- 
will  America  have 

enough? 

Tell  Congress  what  you  think  it  should  do 
to  conserve  and  develop  energy. 


The  page  opposite  belongs 
to  you.  Use  it  to  spur  Congress 
to  enact  a  much-needed  energy 
policy  for  our  nation. 

Tell  your  Congressman  — 
in  your  own  words  and  for 
your  own  reasons— what  you 
think  America  must  do  to  de- 
velop the  energy  we  need  for 
the  future.  Energy  to  keep  our 
lights  burning.  Our  homes 
heated.  Our  automobiles  run- 
ning. Our  factories  working. 

Conservation  can  help 

All  of  us  must  seek  new 
and  better  ways  to  save  energy 
—  right  now  and  for  years  to 
come.  But  conservation  is  no 
cure-all.  If  America  is  to  grow, 
and  to  become  less  dependent 
on  foreign  fuel,  reliable  sources 
of  domestic  energy  must  be 
developed. 

Coal  and  nuclear  power 
are  practical  answers 

America  sits  squarely  on 
top  of  one  of  the  largest  supplies 
of  coal  on  earth  — enough  to 
last  hundreds  of  years,  even  if 
we  double  or  triple  present 
levels  of  consumption. 


As  a  nation,  we  should 
expand  coal  production  and 
substitute  this  fuel  for 
dwindling  supplies 
of  gas  and  oil. 


Coal,  for  example, 
can  help  replace  oil  and 
gas  to  generate  electricity. 

Reliance  on  coal  is  one 
answer.  Increasing  the  share  of 
the  nation's  electric  power  that 
comes  from  nuclear  energy  is 
another  answer.  Without  con- 
tinued expansion  of  safe,  large- 
scale  nuclear  power,  there's  a 
good  chance  America  will  face 
energy  shortages  year  after  year 
as  demand  rises. 

Tell  Washington  to  act 

Your  ideas  on  energy  may 


differ  from  ours.  What  mattej 
is  that  you  let  Washington  knoi 
what  you  think.  And  that  yd 
want  action. 


Write  your  Congressm 
today.  Your  message  — alon| 
with  the  messages  of  thousand 
of  other  voters— won't  g| 
unheeded. 


Bethlehem 


8fTMl|tHElK 
STEEl 


Bethlehem  Steel 
Corporation 
Bethlehem  PA  18016 


Honorable  __ 

House  of  Representatives 
Washington,  DC  20515 

Dear  Mr  


Sincerely  yours, 


The  Premiums  On  City  Life 


Liberalized  negligence  laws  and  generous  juries  have 
made  municipal  liability  insurance  hard  and  expensive 
to  get.  Who  pays?  The  taxpayers,  of  course. 


By  LAWRENCE  MINARD 

On  a  clear,  dry  night  in  1974,  26- 
year-old  Thomas  J.  Garchar  cruised 
down  a  straightaway  on  Broward 
County's  (Fla.)  University  Drive  and 
smashed  his  car  headlong  into  a  560- 
pound  decorative  limestone  boulder 
lying  on  the  road's  median.  Paralyzed 
from  the  neck  down  as  a  result  of 
his  accident,  Garchar  sued  the  retire- 
ment town  of  Tamarac  (population: 
31,000),  essentially  on  the  grounds 
that  Tamarac's  city  fathers  knew  that 
the  boulder  was  there,  but  had  not 
removed  it. 

In  court  Garchar  admitted  to  hav- 
ing been  up  18  hours  straight  and 
to  having  downed  three  drinks  just 
prior  to  the  accident.  Yet  last  Novem- 
ber, a  local  jury  found  Tamarac  guilty 
of  negligence  and  awarded  Garchar 
and  his  wife  $4.7  million  in  damages. 
(Broward  County,  responsible  for 
maintaining  the  road,  and  a  real  es- 
tate developer,  responsible  for  placing 
the  boulder  on  the  median,  settled 
out  of  court  for  another  $1.15  mil- 
lion.) The  town  is  appealing  the  case, 
and  $1  million  of  the  judgment  is 
covered  by  liability  insurance,  but 
meanwhile,  Tamarac  faces  the  pros- 
pect of  raising  taxes  to  pay  the  award. 

Cases  like  this  are  making  a  night- 
marish quagmire  of  what  once  was 
thought  to  be  an  insurance  underwrit- 
er's gold  mine:  municipal  liability. 
When  it  comes  to  buying  liability  in- 
surance, only  doctors  have  been  hard- 
er hit  than  state,  county  and  city  gov- 
ernments. Some  can  no  longer  buy 
liability  coverage  at  any  price.  For 
those  that  can,  premiums  have  soared. 

Take  California,  where  the  prob- 
lem is  (naturally)  especially  severe. 
In  Sacramento,  full  liability  coverage 
premiums  increased  193%  in  three 
years.  General  liability  premiums  for 
26  cities  in  Southern  California's 
Orange  County  climbed  an  average 
of  117%  between  1974  and  1976.  San- 
ta Ana  paid  $309,000  last  year  for 
"first-dollar"  coverage,  under  which 
all  claims— regardless  of  the  amount 
—are  insured.  This  year,  Santa  Ana's 


underwriter  refused  to  renew  the 
policy.  Had  it  been  available,  said 
the  city's  broker,  the  premium  would 
have  been  nearly  $1  million. 

In  Florida,  according  to  a  recent 
study,  cities  with  populations  of  be- 
tween 20,000  and  50,000  have  been 
socked  with  average  premium  in- 
creases of  126%.  Pompano  Beach  paid 
$61,024  for  its  general  liability  cov- 
erage in  1974.  In  1976  the  town  paid 
$242,642!-despite  the  fact  that  claims 
in  Pompano  Beach  have  declined  by 
one  half  since  1974.  In  Boulder, 
Colo,  property  and  liability  premiums 
were  $1  per  resident  in  1975.  By  1976 
the  rate  had  climbed  to  $2.60,  with 
one  policy's  premiums  soaring  from 
$8,500  to  $61,000. 

Politicians  like  to  blame— who 
else?— the  insurance  companies.  But 
the  fact  is,  many  companies  have 
dropped  a  bundle  underwriting  gov- 
ernment liability.  Vice  President  J. 
Creighton  White  of  American  Express 
Co.'s  Fireman's  Fund  estimates  that 
from  1971  to  1975  his  company  paid 
out  some  $120  for  every  $100  of  mu- 


nicipal liability  premiums  written.  To 
arrest  losses  on  its  municipal  liability 
coverage  in  California,  the  Gulf  In- 
surance Group's  Insurance  Co.  of  the 
Pacific  figured  it  had  to  increase  pre- 
miums by  around  200%.  Instead  it 
pulled  out  of  the  market  in  1975. 

Underwriters  don't  separate  their 
municipal  risks  from  their  general  lia- 
bility experience,  so  no  one  really 
knows  the  aggregate  losses.  ("Insuffi- 
cient statistics  is  one  of  the  reasons 
we're  in  this  crisis,"  concedes  one  ex- 
ecutive.) The  only  feel  for  a  trend 
insurance  men  get  is  from  their  "mis- 
cellaneous liability"  experience.  Some 
trend!  In  1966  the  industry  earned 
$38  million  on  premiums  of  $1.2  bil- 
lion. In  1975  it  lost  $631  million  on 
premiums  of  $3.8  billion.  Actuaries 
say  last  year  was  probably  somewhat 
better,  but  not  much. 

Companies  don't  really  know  how 
much  they  have  dropped  on  the  pub- 
lic-entity business  for  another  reason 
—the  delay  in  settling  claims.  "I'm  still 
bleeding  to  death  on  all  that  munici- 
pal business   we  wrote   during  the 
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International  Telephone  and  Telegraph  Corporation 


has  acquired  by  merger 


Carbon  Industries,  Inc. 


The  undersigned  initiated  and  assisted  in  the 
negotiation  of  this  transaction. 


Kuhn  Loeb  &  Co. 

Incorporated 

New  York  •  Chicago  •  Dallas  •  San  Francisco 
International  A  ffiliates 
London  ■  Tokyo 
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1960s  and  early  1970s,"  wails  Dun- 
ning Lennihan,  head  of  Chubb  Corp.'s 
Pacific  Indemnity's  San  Francisco  op- 
erations. Lennihan  cites  the  example 
of  a  1973  claim  for  which  his  compa- 
ny reserved  $10,000.  Today,  with  the 
claim  still  inching  toward  trial,  the 
reserve  has  been  upped  to  $50,000. 

For  decades  municipal  liability  was 
easy— and  cheap— to  get.  For  one 
thing,  public  entities  were  protected 
by  sovereign  immunity  laws,  based  on 
the  medieval  theory  that  kings  can  do 
no  wrong.  Probably  most  important, 
society's  litigation  mania  was  but  a 
gleam  in  trial  lawyers'  eyes.  So  eager- 
ly did  Pacific  Indemnity  go  after  pub- 
lic-entity insurance  that  by  1974  it 
had  some  70%  of  the  California  mar- 
ket. The  Insurance  Co.  of  the  Pacific 
had  most  of  the  rest. 

But  sovereign  immunity  laws  were 
struck  down  with  increasing  fre- 
quency throughout  the  1960s.  Even 
the  few  immunities  that  have  sur- 
vived have  been  narrowed  drastically 
in  the  courts  by  such  plaintiff  super- 
stars as  Melvin  Belli. 


On  top  of  it  all,  "Sue  the  bastard!" 
has  become  something  of  a  national 
mind-set,  hitting  governments  as  well 
as  companies  and  individuals.*  Ac- 
cording to  a  recent  survey  of  Califor- 
nia cities,  general  liability  claims  near- 
ly doubled  between  1973  and  1975, 
to  an  average  of  132  claims  per  city. 
Settlement  costs  nearly  tripled  over 
the  same  period,  to  an  average 
$87,421  per  city. 

"You  wouldn't  believe  what  people 
now  sue  us  for,"  says  an  exasperated 
official  in  a  small  town  city  manager's 
office.  "If  they  trip  on  the  curb,  they 
sue.  If  they  hit  a  pothole,  they  sue. 
It  has  become  outlandish!" 

If  some  claims  are  reasonable,  oth- 
ers are,  well  .  .  .  preposterous.  Items: 

•  In  1975,  a  grown  man  flew  his 
string-controlled  model  airplane  into 
some  overhead  high-tension  power 
lines  and  electrocuted  himself.  His 


"A  Forbes  reporter  recently  rode  a  Man- 
hattan subway.  When  the  car  lurched, 
the  reporter,  thrown  off  balance,  put  his 
hand  through  a  window.  Three  elderly 
citizens  rushed  over.  With  handkerchiefs? 
Condolences?  Hardly.  They  congratulat- 
ed him  on  the  great  settlement  he  was 
sure  to  get  from  the  city.  The  reporter's 
hand,  as  it  happened,  was  bruised  but 
not  cut.  He  did  not  sue. 


widow  is  suing,  for  negligence,  the 
manufacturer  of  the  model,  the  utility 
that  owns  the  power  lines,  the  town 
on  whose  property  the  lines  are,  and 
the  county  that  issued  a  construction 
permit  for  the  lines. 

•  A  gang  of  motorcyclists  tanked 
up  on  beer  back  in  1974  and  roared 
off  up  a  highway  in  Sonoma,  Calif. 
One  fellow  drove  his  bike  off  the  road. 
He  is  suing  Sonoma  for  a  poorly  de- 
signed highway. 

Under  increasingly  generous  inter- 
pretations of  "comparative  negli- 
gence," both  the  widow  and  the  mo- 
torcyclist have  good  chances  of  col- 
lecting. Comparative  negligence  says 
plaintiffs  can  collect  if  they  are  able 
to  persuade  juries  that  the  defen- 
dants had  at  least  something  to  do 
with  an  accident.  Thus,  in  Garchar's 
suit  against  Tamarac,  the  jury  found 
that  Garchar's  drinking  and  fatigue 
prior  to  his  accident  contributed  30% 
to  his  smashing  into  the  boulder.  So 
Garchar's  initial  award  of  $6.75  mil- 
lion was  cut  by  30%. 

"The  problem  isn't  just  municipal 


liability,"  says  Chubb  &  Son  Senior 
Vice  President  Robert  C.  Reiss.  "It's 
really  the  whole  third-party  liability 
field,  including  medical  malpractice 
and  product  liability."  Each  of  those 
lines  is  being  hit  by  a  developing 
ethos  that  says,  in  effect,  that  so- 
ciety at  large  is  responsible  for  the 
unfortunate  few. 

In  some  ways  municipal  liability  is 
even  harder  to  write  than  product  or 
malpractice  coverage.  For  one  thing, 
politicians  like  to  spend  their  tax  rev- 
enues on  highly  visible  items— police 
and  firemen,  for  example.  So  they 
scrimp  on  expenses  like  insurance.  In 
practice,  this  has  meant  letting  a  mu- 
nicipality's liability  coverage  to  com- 
petitive bidding  by  the  companies, 
usually  every  one,  two  or  three  years. 
"This  continual  bidding  situation 
means  we  cannot  establish  long-term 
relationships,"  complains  Jeremiah 
Mulhall,  vice  president  of  Home  In- 
surance Co.  "You  can't  recoup  your 
losses  over  one  or  three  years." 

Moreover,  the  actuarial  mind  bog- 
gles at  the  sheer  number  of  things 
that  can  go  wrong.  One  company  ex- 
ecutive tells  of  a  tree  limb  falling  on- 
to a  convertible  passing  underneath. 
The  driver  was  paralyzed,  and  is  su- 
ing the  local  town  for  faulty  road 


maintenance.  "Maybe  God  can  pre| 
diet  limbs  falling  off  trees,  and  rock} 
rolling  down  hills,  but  my  companj 
can't,"  says  the  underwriter.  "So  may 
be  He  can  underwrite  the  public-en 
tity  liability  insurance." 

The  question  now  is:  What  can  the 
governments  do?  Some  are  going  the| 
way  companies  went  years  ago— hir 
ing  risk  and  safety  managers,  people! 
with  responsibility  for  determining 
say,  whether  a  state  park  can  afforc 
to  run  the  liability  risk  of  allowinj 
hang-gliding  from  cliffs. 

Others  are  going  to  self-insurance 
Reno,  Nev.,  for  example,  pakj 
$248,000  in  premiums  in  1975  fo) 
first-dollar  liability  insurance.  Its  un\ 
derwriter,  International  Telephone  4 
Telegraph's  Hartford  Fire,  wanted 
$900,000  to  renew  the  policy.  In. 
stead,  Reno  now  self-insures  for  in- 
dividual claims  up  to  $100,000;  it  car 
ries  excess  coverage  for  claims  oj 
$101,000  to  $5  million.  Cost: 
$158,000  in  premiums  for  the  excesi 
coverage,  plus  a  $200,000  reserve 
fund  established  from  tax  revenues 

Across  the  country,  self-insurance  ii 
catching  on.  Los  Angeles  County  self 
insures.  So  do  Miami,  Minneapolii 
and  St.  Louis.  But  the  trend  worries 
some  observers.  "New  York  can't  pa) 
its  policemen  or  its  interest,"  says  on< 
underwriter.  "Do  you  really  thinl 
they'll  spend  money  to  establish  re 
serves?"  If  governments  do  not  have 
reserves  adequate  to  meet  settlement 
costs,  then  taxpayers  could  pay  ever 
more  than  if  their  managers  pur 
chased  insurance. 

Where  will  it  end?  Long  range,  the 
best  hope  seems  to  be  a  thorougl 
overhaul  of  the  nation's  staggeringl) 
costly  tort  system.  Insurance  men  en 
viously  eye  the  Canadian  system 
which  they  say  requires  trial  lawyers 
to  pay  a  tax  on  the  difference  be] 
tween  what  they  ask  a  jury  to  award] 
and  what  the  jury  actually  awards. 

"Tort  law  today  has  become  the 
ater,"  says  a  trial  lawyer  who  recent] 
ly  won  a  multimillion-dollar  awarej 
from  a  city.  "Applause  is  measureej 
by  the  amount  of  money  the  juries 
award.  The  solution  is  to  reform  the 
tort  system  by  putting  limits  on  geni 
eral  types  of  damages  allowed." 

Perhaps  tort  reform  will  come,  as 
taxpayers— like  consumers— find  taxes 
and  prices  escalating  to  pay  for  drunk 
motorcyclists  and  inept  model  air] 
plane  flyers.  In  the  meantime,  munici- 
palities will  be  stuck  with  greaten 
and  greater  premiums,  if  not  highei 
taxes  to  pay  off  insured  damages. 

It's  a  funny  thing.  No  one  likes 
such  anachronisms  as  "Kings  can  dej 
no  wrong."  On  the  other  hand,  no  one) 
likes  to  pay  the  cost  of  putting  kings 
on  an  equal  footing  with  the  masses,  i 


". . .  'Maybe  God  can  predict  limbs  falling  off  trees, 
and  rocks  rolling  down  hills,  but  my  company  can't/ 
says  the  underwriter.  'So  maybe  He  can  underwrite 
the  public-entity  liability  insurance' . . ." 
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If  your  bank  gets  tight 
when  the  money  market  gets  tight, 

ELL  IT  TO  THE  MARINE 


ley  is  easy  now.  But  some  banks  will  just  stick  around 
j  good  times.  When  the  money  dries  up,  you'll  wind 
h  an  apology  instead  of  a  loa" 
Marine  Midland,  we  don't  want  anything  to  come 
en  you  and  the  money  you  need.  So  we've  made  a 
itment  to  handle  the  necessary  credit  needs  of  every 
our  qualified  customers.  No  matter  what  shape 
mey  market  is  in. 

ict,  we  can  point  to  many  times  when  we've  continued 
'  care  of  our  customers'  needs  when  other  banks 
topped. 


There's  a  reason  why  we  can  back  up  this  commitment. 
Marine  Midland  is  a  major  international  bank  with 
$9  billion  in  deposits.  Over  $541  million  in  capital  and  $80 
million  in  reserves.  More  than  300  branches  all  over  New 
York  State.  And  offices  in  22  countries  all  over  the  world. 

We  want  to  free  you  from  the  inconsistencies  of  the 
money  market,  but  don't  wait  for  things  to  dry  up  before 
calling  us. The  right  time  to  establish  a  relationship  with 
Marine  Midland  is  right  now. 

So  if  your  bank  ever  uses  tight  money  as  an  excuse  for 
turning  you  down,  tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK® 


Neio  York  City,  Beirut,  Bogota',  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarl  i  I  ondon,  Madrid,  Manila,  M< «  ■  '0  ( !ity,  Nassau,  Panama,  Paris, 
Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  iehran,  Tokyo,  Toronto. 


A  wholly-owned  subsidiary  of 


has  merged  with 


The  Taylor  Wine  Company,  Inc. 


We  acted  as  financial  advisor  to  The  Coca-Cola  Company  and 
assisted  in  the  negotiations  leading  to  this  transaction. 
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Hisk  Rewarded 

)hn  Connor  bet  over  $800  million  on  Allied's 
jture  in  oil  and  gas.  The  big  question  now  is: 
Vhat  will  he  do  with  the  jackpot? 


•  certainly  was  a  gloomy  looking 
oriel  that  cold  morning  the  memo 
am  Allied  Chemical  Coip.  President 
sbert  E.  Mulcahy  arrived  on  the 
:sk  of  Chairman  John  T.  Connor, 
irges  loaded  with  chemicals  sat 
3zen  in  the  Ohio  River.  Plants  mak- 
g  coke,  dyestuffs  and  chemicals  in 
owbound  Buffalo  were  down  for 
ck  of  natural  gas.  But  cheer  was 
i  the  way  to  Connor. 
"Our  first  North  Sea  participation 
iled  today  aboard  the  tanker  Wotan 
r  Exxon's  refinery  in  Great  Britain," 
ulcahy's  note  read.  "It  holds 
10,000  barrels,  minus,  of  course,  this 
emento  for  you."  The  heart-warm- 
g  memento— an  oil  drop  encased  in 
cube  of  clear  plastic— meant  that  a 
ne-year  search  had  paid  off. 
For  Connor,  62,  it  was  another  cul- 
ination  in  a  brilliant  and  varied 
reer.  Early  in  World  War  II  he  had 
ayed  a  key  role  in  setting  up  the 
itent  pool  for  the  quick  development 

U.S.  penicillin  production— and  af- 
r  the  war,  as  a  government  lawyer, 
:d  unscrambled  the  very  omelette  he 
d  created.  As  counsel  to,  and  then 
;ad  of,  Merck  &  Co.,  he  had  put  that 
mewhat  old-fashioned  producer  of 
ugs  and  fine  chemicals  on  the  road 

becoming  the  pharmaceutical  and 
emical  giant  it  is  today.  As  Secre- 
ry  of  Commerce,  he  had  worked  for, 
id  then  disagreed  with,  President 
mdon  Johnson— and  learned  how 
ngerous  it  was  to  cross  that  brilliant 
id  unpredictably  jealous  man. 
Coming  from  the  Commerce  De- 
rtment  to  head  Allied  in  1967,  Con- 
i  faced  perhaps  the  great  challenge 

his  career.  Bluntly,  his  job  was  to 
build  a  big  (then  $1.2-billion) 
>w-moving,  low-growth,  low-profit 
oducer  of  basic  inorganic  chemicals, 
rtilizers  and  dyestuffs.  The  compa- 
'  had  little  promise  beyond  a  mi- 
•rity  position  in  plastics  and  fibers 
d  an  oil  operation— Union  Texas  Pe- 
)leum— for  which  Allied  had  paid  a 
emingly  outrageous  $385  million. 
The  great  improvement  in  Allied's 
rtunes  rests  largely  on  one  decision 
ade  by  Connor. 


"One  of  the  most  important  strateg- 
ic planning  decisions  we've  made"  is 
how  he  characterizes  Allied's  1968- 
69  decision  to  expand  "rapidly  and 
materially"  the  company's  search  for 
raw  materials,  especially  oil  and  gas. 
These  would  both  be  valuable  in 
themselves  and  would  provide— either 
directly  or  by  barter— the  raw  materi- 
als for  Allied's  plastics  and  fibers  ven- 
tures. To  finance  this  exploration  ef- 
fort, says  Connor,  "since  1968  we've 
needed  to  pull  a  lot  of  capital  from 
existing  businesses  that  were  losing, 
had  poor  prospects,  or  had  severe  en- 
vironmental risks"— for  example,  coke, 
insecticides  and  pesticides,  building 
materials,  foreign  projects  in  Iran  and 
Costa  Bica. 

If  the  costs  and  risks  of  that  strat- 
egy have  been  far  larger  than  John 
Connor  imagined,  so  have  the  rewards. 


Allied  has  committed  over  $800  mil- 
lion—$250  million  in  the  North  Sea 
alone  so  far— prospecting  for  and  de- 
veloping oil  and  gas.  It  is  now  the 
largest  wildcatter  among  major  U.S. 
chemical  firms,  a  number  of  whom 
have  pulled  out  of  beachheads  in  the 
field.  Allied  has  faced  high  waves 
and  wild  winds  in  the  North  Sea.  It 
put  through  an  order  for  enough  steel 
to  construct  a  150-mile  pipeline  be- 
fore the  size  of  the  oil  find  off  the 
Orkney  Islands  was  coivfirmed.  At  one 
point  the  British  government  threat 
ened  to  nationalize  the  entire  opera- 
tion. But  after  two  years  of  negotia- 
tions with  Anthony  Wedgwood  Benn. 
Britain's  far-out  socialist  minister  for 
energy,  the  government  ended  up  by 
accepting  only  rights  to  buy  51?  of 
the  output— at  world  market  prices. 

"No  one  expected  us  to  be  a  big 
winner  in  the  North  Sea,"  says  Con- 
nor. "But  we  are."  The  Piper  Field 
in  the  North  Sea,  which  Allied  is  tap- 
ping with  partners  Occidental  Petro- 
leum, Getty  Oil  and  the  British 
Thompson  Associates,  an  English 
newspaper  group,  is  far  ahead  of 
schedule  toward  a  goal  of  250,000 
barrels  a  day.  Then  the  Claymore 
Field  12  miles  away  is  nearly  ready 


Decision  Maker:  John  Connor's  first  big  decision  at  Allied  was  to  go  heavilv 
into  oil  exploration.  In  nine  years  it  has  changed  the  face  of  the  company. 
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Hundreds  of  useful 
investment  facts 

Our  latest  issue  of  "In- 
vestments For  a  Changing 
Economy"  is  packed  with 
facts  and  figures. 

Helps  you  map  out  your 
investment  strategy  for  the 
months  ahead.  Suggests 
what  to  do.  And  what  not  to. 

Recommends  stocks  we 
think  are  attractive  buys. 
Outlook  for  interest  rates. 
Tax-free  municipals.  Money 
markets. 

Plus  recent  financial 
developments,  new  invest- 
ment opportunities.  And 
lots  more.  Yours  free. 

gar  a  Changing  § 
Economy  1 


iSn»i«ii»i»w>" 

s~  ..   •■■■ic:«(wWv? 


Free!  "Investments  For  a 
Changing  Economy" 

Write: 

Merrill  Lynch  Service  Center 
P.O.  Box  700,  Nevada,  Iowa  50201 

NFO  0315  ICE 

Name  


Address. 
City  


State. 


_Zip_ 


Business  Phone- 
Home  Phone  


Merrill  Lynch  customers,  please  give  name 
and  office  address  of  Account  Executive: 


Merrill  Lynch 
Pierce 

Fenner  &  Smith  Inc. 


DC opy right  li>7K  Merrill  Lynch  Pierce  Kenner  &  Smith  Inc. 
Member.  Securities  Investor  Protection  Corporation  ISIPC) 


lor  production,  and  Allied  has  just 
won  the  right  to  develop  another 
tract  next  door. 

From  its  North  Sea  play  alone,  Al- 
lied stands  this  year  to  earn  an  extra 
$.1.50  a  share.  That's  why  many  stock 
analysts  are  predicting  the  company 
will  weigh  in  with  earnings- of  over 
$6  a  share,  compared  with  $4.18  on 
sales  of  $2.6  billion  last  year.  But  that's 
only  for  .starters.  The  North  Sea  earn- 
ings could  easily  reach  $3  a  share  by 
1979.  Figuring  conservatively  that 
the  two  North  Sea  fields  have  a  life 
span  ot  only  ten  years,  Allied  could 
net  some  $1  billion  from  them,  a  four- 
to-one  return  on  present  investment. 
Says  F.  Eberstadt  &  Co.  analyst  Jack 
Henry,  "I  know  yon  can't  do  that  w  ell 
in  Las  Vegas." 

All  told,  the  exploration  program 
(done  via  Allied's  Union  Texas  divi- 
sion )  has  brought  in  proved  reserves 
of  291  million  barrels  of  oil  and  1.2 
trillion  cubic  feet  of  natural  gas.  La- 
ter this  year  Allied  expects  to  start 
pulling  natural  gas  from  a  big  Indo- 
nesian field  in  East  Kalimantan  (Bor- 


James  River,  which  i  nns  by  the  I  loot 
well,  Va.  production  complex,  A 
lied's  largest.  The  James  has  l>ee 
largely  closed  down  for  fishing  f< 
the  better  part  of  a  year  because 
contamination  with  Kepone,  the  it 
secticide  that  Allied  and  a  captive  suo 
cessor  producer,  Life  Science  Proc 
ucts,  once  dumped  in  the  river  A 
lied  took  a  $9-million  extra  charg 
against  income  last  year  to  pay  a  n 
duced  fine  and  settle  some  suits.  Sti 
pending  is  a  $23-million  suit  filed  b 
Virginia  watermen  over  loss  ol  fisl 
ing  income. 

Assuming  the  settlement  won't  I 
too  costly,  Connor  now  can  turn  hi 
focus  to  using  the  North  Sea  paydj 
to  catch  up  in  the  chemical  side  a 
the  business.  He  is  already'  plannii 
to  spend  $5  billion  over  the  next  dj 
cade  on  capital  expansion,  rougg 
half  in  chemicals.  But  where? 

To  finance  the  search  for  oil, 
lied  gave  up  $250  million  worth  < 
business,  much  of  it  in  coke,  by  se| 
ing  off  plants  rather  than  complyin 
with  environmental  standards.  "By  i 


Cleanup:  Filtration  is  essential,  especially  in  Allied's  grimier  operations. 


neo)  developed  with  British  interests 
The  flow  will  be  used  in  a  liquefied 
natural  gas  plant  given  a  priority 
rating  by  the  Indonesian  government. 
The  income  could  mean  an  added  50 
cents  a  share  for  Allied  in  1978. 

There  are  other  prospects  in  the 
wind.  Most  promising  in  the  long  run 
are  joint  ventures  with  Texaco  in  the 
Gidf  of  Alaska  and  the  Baltimore 
Canyon.  Allied  spent  $11  million  in 
bidding  for  its  20%  share  of  the  Alas- 
kan tract  alone. 

Unless  there  is  a  serious  misstep, 
Connor  expects  Allied's  oil  and  yas 
division  to  be  providing  35"?  to  50%  of 
net  income  within  five  years.  That's 
quite  a  dramatic  rise,  since  all  of  Al- 
lied's energy  operations  made  only  a 
trifling  $3  million  of  the  $114  million 
Allied  earned  last  year.  Part  of.  the 
problem  was  some  bad  natural  gas 
contracts,  which  Connor  has  since 
horse-traded  himself  out  of. 

"Thank  God,"  says  Connor,  "the 
Lord  giveth  in  the  North  Sea,  be- 
cause He's  really  been  taking  aw  ay  in 
Texas,  Louisiana  and  the  James.' 

Connor's  last  reference   is   to  the 


very  nature,  coke  is  a  dirty  business 
says  Connor.  "No  technology  has  y 
been  developed  that  would  allow  fi 
compliance  with  environmental  sta 
dards,  and  the  capital  expenditur 
required  are  tremendous." 

In  addition  to  the  business  it  d 
out  of,  however.  Allied  also  let  its  pr 
duction  shrink  in  businesses  it  de 
nicely  wants  to  stay  in.  For  exampj 
it  closed  five  sulfuric  acid  plants  whi 
buying  25?  more  acid,  which  it  soi 
on  the  open  market. 

President  Mulcahy,  44,  a  feisty  fj 
mer  marketing  man,  sees  as  a  like 
capital  target  the  agricultural  chem 
cals  area,  where  Allied  is  switchir 
from  anhydrous  ammonia  to  liqui 
fertilizers.  But  Connor  is  being  cai 
tious.  The  stock  market  hasn't  y  et  a 
cepted  the  improvement  in  Allied  fd 
tunes;  the  stock  recently  sold  in 
over  seven  times  probable  1977  car 
ings.  Apparently  investors  aren't  y 
convinced  that  the  turnaround  is  rea 
Connor's  first  big  decision  at  Allis 
was  the  right  one.  But  if  the  nei 
one  is  a  bad  one,  all  his  work  coj 
In'  undone.  ■ 
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These  Men  Represent 
J640MilHonInCoiporateWisdom*AndThey,ll 
ShareItWithYouR>rJust  13  Cents. 


;  men  you  see 
t  are  some  of 
brightest  and 
st  successful 
iness  figures  in 
country.  They 
d  companies 
i  combined 
3  of  more  than 

0  million  an- 
lly  And  they've 
ved  their  head- 
rters  to — or  chosen 
>cate  significant  por- 
ts of  their  manufac- 
ng  and  business  oper- 
ns  in— Atlanta. 
Of  course,  we  have 
own  ideas  about 
f  they  did  But  we  thought 
cl  rather  hear  theirs. 

So,  we've  had  each  one  record 
bwn  company's  story  on  an  audio 
ette.  In  his  own  words.  Along 

1  his  own  personal  (and  uncen- 
d)  thoughts  on  just  about  every 
)ortant  aspect  or  Atlanta.  From  its 
5  to  its  truck  lines.  From  its  cost 


of  living  to  its  style  of  life. 

Together,  these  cassettes 
provide  a  picture  of  Atlanta's 
industrial  capabilities  you 
simply  couldn't  get  any- 
where  else.  And  all  you  have 
to  do  to  get  one  is  send  in 
our  coupon. 

So  why  not  invest  13 
cents  in  a  stamp  and 
do  it.  Today  Mail 
the  coupon  below, 
attached  to  your 
letterhead. 

After  all,  how  often 
do  you  find  an  invest- 
ment with  a  guaranteed 
return? 


I'd  love  to  hear  what  $640  million  worth 
of  wisdom  sounds  like.  So  send  me  your  cassette. 


|  Name  

|  Company- 

I  Street  

|  State . 


.Title. 
.City- 


.Zip. 


■  Mail  to:  Roy  Cooper,  Economic  Development  Division, 
■  The  Atlanta  Chamber  of  Commerce,  Dept.  FB-B, 
|  P.O.  Box  1740,  Atlanta,  Georgia  30301. 

I  Atlanta.  ACity  Without  Limits. 


Would  You  Buy  A  Used 
Computer  From  This  Man? 

Hundreds  of  businessmen  will— and  do. 


Computer  hardware  sales  hit  $17 
billion  last  year.  Much  smaller  and 
younger,  but  faster-growing,  is  the 
used  computer  business:  $1.2  billion 
in  1976.  Adolf  F.  (Sonny)  Monos- 
son, 50,  is  the  biggest,  in  units  han- 
dled, of  the  270  independent  used 
computer  dealers  in  the  U.S.  A  grad- 
uate of  MIT  and  the  Harvard  Busi- 
ness School,  Sonny  Monosson  moved 
$100  million  worth  (in  new  prices) 
i  >f  the  machines  last  year. 

A  typical  customer  is  Pfizer,  Inc., 
which  recently  bought  an  Interna- 
tional Business  Machines  disc  mem- 
ory system  for  $13,850,  about  half  the 
price  of  a  new  one;  the  U.S.  Army's 
Redstone  Missile  Command  bought  a 
Univac  1108  for  $254,000-one- 
fourth  the  price  of  a  new  machine. 

Monosson  and  his  partner,  William 
S.  Grinker,  42,  buy,  sell  and  stock 
used  computer  equipment  out  of  a 
Boston  warehouse  where  Monosson's 
father  once  ran  a  men's  coat  manu- 
facturing business. 

Negative  Value 

There  are  risks  in  the  business. 
Monosson  recalls  paying  $3,000  in 
1969  for  a  Honeywell  800.  "The  orig- 
inal cost,"  he  recalls,  "was  $4  million, 
so  I  just  knew  we'd  make  a  lot  of 
money  on  it."  Instead,  he  says,  "it 
cost  us  $2,000  to  ship  it  here,  and 
three  years  later  it  cost  $1,000  to  get 
a  scrap  dealer  to  haul  it  away." 

These  days,  Monosson  has  a  better 
feel  for  the  market,  and  he  corrects 
his  mistakes  faster.  Last  Dec.  16,  for 
example,  he  bought  an  IBM  360/40 
for  $52,950.  It  arrived  Jan.  18,  just 
about  the  time  that  Monosson  no- 
ticed the  market  for  IBM  360s  get- 
ting soft.  Moreover,  he  was  aware  of 
a  large  overhang  of  such  machines 
not  yet  on  the  market.  So  he  sold  it 
on  Feb.  2  for  $48,500. 

On  the  other  hand,  about  four  years 
ago,  he  won  in  sealed  bidding  and 
paid  $1,152  for  "an  old,  archaic  set 
of  Univac  equipment,"  plus  $3,000 
in  transportation  charges.  Just  two 
years  ago,  he  says,  "we  sold  one-tenth 
of  it  for  $8,500.  Last  year  we  sold 
another  part  for  $6,500.  It's  the  kind 


of  system  there's  not  too  much  de- 
mand for,  but  when  you  want  it. 
there  aren't  too  many  places  to  go." 

One  way  or  another,  says  Monos- 
son, he  and  his  pinstripe-suited  part- 
ner earn  "substantially  more  than 
25V  on  their  investment  year  in  and 
year  out. 

It  hasn't  been  easy.  "Commercial 
customers  had  this  concept  of  used 
cars,  of  junkheaps,"  says  Monosson, 
who  is  so  unfashionable  himself  that 
the  blue  jeans  he  wears— along  with  a 
red-white-and-blue-striped  shirt  and  a 
red  bow  tie— aren't  even  Levis.  "The 
first  time  you  sell  used  equipment  to 
a  billion-dollar  company,  it's  like  pull- 
ing teeth." 

Monosson  first  met  Grinker  back 
in  1963,  when  Monosson  rented  a 
brand  new  IBM  1440  to  help  him 
manage  Berkeley  Finance  Corp.,  the 
prosperous  commercial  finance  busi- 
ness he  founded.  The  computer  was 
not  just  new:  It  was  the  first  one  of 
the  line.  As  it  turned  out,  Monosson 
says  now,  "I  didn't  know  the  problems 
of  having  number  one.  Good  comput- 
ers actually  get  more  reliable  as  they 
get  older."  IBM  took  a  year  to  work 
out  the  bugs,  but  meanwhile  gave 
Monosson  free  use  of  the  machine. 

Grinker,  a  Honeywell  salesman  at 
the  time,  heard  about  Monosson's 
troubles  and  started  calling  regularly. 
He  never  made  the  sale.  But  when 
the  other  investors  in  Berkeley  decid- 
ed to  sell  out  to  the  Chase  Manhattan 
Bank  in  1969,  the  two  men  teamed 
up  to  form  their  own  computing  con- 
sulting firm,  Boston  Computer  Group. 

Working  on  a  study  of  computer 
maintenance  services  for  the  General 
Services  Administration,  they  talked 
with  manufacturers,  users  and  own- 
ers. Says  Monosson:  "We  noticed  that 
the  big  owners  were  trading  machines 
among  themselves"— and  thus  was 
born  American  Used  Computer  Corp. 

There's  an  art  to  computer  trad- 
ing, of  course.  Monosson  points  to 
Ruth  Warburton,  a  bespectacled  mid- 
dle-aged former  secretary,  sitting  at  a 
phone.  "Now  she's  one  of  our  best 
traders,"  he  says.  "She'll  tell  someone, 
'You're     bargaining     awfully  hard. 


Demonstration:  Computer  dealer 
Monosson  runs  his  own  business 
with  a  16-year-old  IBM  1401. 

We're  only  a  little  company  out  here 
you  know.'  "  It  gets  them  every  timej 

Most  supportive  of  the  second-han(j 
market,  says  Monosson,  is  IBM.  Un 
der  a  provision  of  its  1956  consen 
decree,  IBM  first  solicits  purchase  or 
ders  from  used  computer  dealers  fo 
IBM  machinery  acquired  as  trade-ins 
If  no  dealers  bite,  IBM  will  recondi 
tion  the  machinery  and  offer  it  pub 
licly  on  a  lease  or  purchase  basis.  Ii 
addition,  IBM  continues  to  serviq 
machines  when  they  change  owners. 
All  of  which  explains  why,  Monossoi 
says,  "[IBM  Chairman  Frank  T.]  Carj 
comes  out  every  quarter  and  ar 
nounces  unexpectedly  high  purchasj 
levels  and  record  earnings." 

Burroughs  takes  another  tack— on 
that  annoys  Monosson  but  not  Bur 
roughs'  customers— by  buying  back  it 
own  equipment  at  prices  higher  thai 
American  Used  or  other  dealers  arj 
willing  to  pay.  "Then  they  sell  it  be 
low  market  prices,"  complains  MonoS 
son.  "They've  got  to  be  losing  monei 
on  it." 

What  will  happen  next  in  the  maij 
ket?  Monosson  sees  the  minicompute 
firms  like  Digital  Equipment  and  Datl 
General  gaining  more  and  more  im| 
portance  as  the  use  of  computers  eS 
pands  to  virtually  a  mass  market.  Nev 
generations  of  minicomputers  are  gef 
ting  cheaper  as  the  costs  of  their  pri 
mary  components— mass-produced  mi 
croprocessors— drop  lower  and  lowei 
The  "brains"  of  a  system— the  centra 
processing  unit— already  frequendj 
cost  less  than  its  limbs— periphera 
equipment  (display  terminals,  print 
ers  and  the  like ) . 

But  don't  worry:  American  Usej 
sells  peripheral  equipment,  too.  ■ 
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ee  trusts, 


As  you  may  have  gathered 
from  the  Bankers  Trust  symbol 
pictured  on  the  left,  our  Em- 
ployee Benefit  Trust  Division 
really  is  outstanding. 

Not  only  in  the  scope  of  our 
services,  but  more  importantly, 
in  attitude. 

Few,  if  any,  banks  are  willing 
to  be  a  money  manager  and  a 
directed  trustee  and  a  master 
trustee  and  keep  employee  thrift 
and  profit  sharing  records  and 
disburse  benefits  and  supply 
benefits  research.  We  now  also 
offer  both  Index  and  Market 
Inventory  Fund  Services. 

Bankers  Trust  has  made  a 
commitment  to  provide  all  these 
services,  or  any  one  of  them.  And 
we're  staffed  in  depth  for  all  the 
work  that  this  entails. 

Our  benefits  research  efforts, 
for  example,  are  unique  in  the 
industry,  and  recognized  as  such. 
We  can  provide  you  with  more 
comprehensive  information 
than  any  other  bank. 

We're  the  nation's  foremost 
Directed  Trustee  and  Master 
Trustee.  In  fact,  we  pioneered  in 
these  fields,  as  well  as  savings 
plans,  stock  purchase  plans, 
employee  record  keeping  and 
active  bond  management, 
among  others.  In  the  pension 
business,  we've  had  some  60 
years  of  experience. 

No  matter  what  your  com- 
pany's needs,  Bankers  Trust  can 
handle  your  employee  benefits 
requirements  with  a  compe- 
tence, professionalism  and 
enthusiasm  unequalled  in  the 
industry. 

But  this  isn't  limited  to 
employee  trusts  alone.  In  fact, 
wherever  you  see  the  Bankers 
Trust  Pyramid,  you're  dealing 
with  a  full  service  bank  in  the 
fullest  sense  of  the  word,  with  the 
capacity  to  raise,  lend  and  man- 
age money  worldwide. 


A  visit  to  the 
Pyramid  can  be  a 
rewarding  ex- 
perience. 
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A  Day  At  The  Races 
— Southern  Style 

Daytona's  Big  Bill  France  is  the  undisputed 

czar  of  stock  car  racing.  But  he 

never  forgets  how  he  makes  his  money. 


"Twenty-one  to  tower,"  drawls  In- 
ternational Speedway  President  Wil- 
liam France  into  the  two-way  radio 
in  his  custom-built  Pontiac  Bonneville. 
"I'll  do  a  lap  around  the  track  when 
it  is  clear."  This  is  practice  day 
at  Daytona  International  Speedway. 
With  a  leggy  brunette  by  his  side, 
"Big  Bill"  France,  gray-haired  at  67, 
but  still  a  husky  six  feet  five  inches, 
cannot  resist  barreling  through  the 
31-degree-banked  curves  on  the  2.5- 
mile  tri-oval  speedway  in  Florida. 
"In  stock  car  racing  Bill  France  is  like 
God,"  says  an  awed  industrialist  who 
sponsors  one  of  the  fastest  cars  there. 
"He  runs  everything." 

France  and  his  family  are  major 
stockholders  of  International  Speed- 
way Corp.,  owning  31%  of  the  stock, 
which  trades  in  over-the-counter  mar- 
kets. This  year  International  Speed- 
way should  exceed  last  year's  $7-mil- 
lion  revenues  from  ticket  sales,  con- 
cessions and  TV  rights  at  Daytona 
and  its  sister  track  in  Talladega,  Ala., 
the  fastest  in  stock  car  racing.  France 
built  both  tracks  and  has  a  stake  in  a 
third  at  Martinsville,  Va. 

What  makes  France  the  unchal- 
lenged czar  of  stock  car  racing,  how- 
ever, is  that  he  and  his  family  own 
and  run  NASCAR,  the  National  As- 
sociation for  Stock  Car  Auto  Racing 
Inc.,  which  each  year  sanctions  1,000 
races  at  60  tracks.  That's  like  Nation- 
al Football  League  Commissioner  Pete 
Rozelle  running  the  NFL  while  own- 
ing the  Pittsburgh  Steelers. 

Explains  an  East  Coast  track  own- 
er: "I  sell  the  tickets  and  supply  the 
toilet  paper.  NASCAR  does  the  rest." 
For  a  fee,  NASCAR  runs  the  race, 
providing  everything  from  safety 
equipment  and  tow  trucks  to  tech- 
nical inspectors  who  ensure  the  cars 
compete  on  roughly  equal  terms.  In 
the  past,  NASCAR  has  successfully 
ridden  out  a  boycott  by  disgrunded 
drivers;  heavily  fined  top  stars  like 
A.J.  Foyt,  the  three-time  Indianapolis 
winner,  for  breaking  its  rules;  and 
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banned  both  Ford  Motor  Co.  and 
Chrysler  Corp.  from  entering  certain 
models  at  NASCAR  events.  "We  were 
at  loggerheads  for  quite  a  while,"  says 
France,  recalling  his  spats  with  the 
big  car  companies  and  the  fact  that 
both  came  to  terms  with  NASCAR— 
his  terms. 

Back  in  his  office,  France  doles  out 
pit  passes  and  tells  the  local  police 
what  security  arrangements  he  needs 
for  three  foreign  ambassadors,  his 
guests  this  weekend. 

France  says  he  is  now  only  a 
$15,000-a-year  NASCAR  consultant 
and  that  his  son  William  Jr.  runs  the 
show.  But  no  detail  is  too  small  for  his 
attention  and  anyone  into  racing  soon 
leams  that  France  runs  NASCAR  as 
his  own  very  private  empire.  "We 
don't  give  out  figures,"  says  France, 
when  asked  what  he  charges  other 
track  owners  to  get  on  NASCAR's 
calendar.  "They  are  better  off  than 
ever  because  the  sport  is  prospering." 

Clearly  France  is  prospering.  Last 
month  alone,  a  record  300,000  fans 
paid  up  to  $35  a  ticket  and  millions 
more  followed  the  racing  live  on  tele- 
vision. Automobile  racing— increasing- 
ly that  means  stock  cars— is  now  sec- 
ond in  paid  attendance  only  to  horse 
racing.  Since  1972  International 
Speedway  has  almost  doubled  earn- 
ings, to  a  notch  under  $1  million  and 
in  its  last  fiscal  year  (ended  Aug. 
31)  earned  a  respectable  18%  on  equi- 


France  of  NASCAR:  He  runs  stock 
car  racing  with  an  iron  hand,  makes 
money  by  paying  attention  to  detail. 


ty.  This  year  should  be  even  better. 

The  racing  of  stock  cars— 200-mph 
versions  of  the  family  sedan— is  now 
a  national  sport.  It  grew  up,  however, 
in  the  South  where  the  speed  of  a  ve- 
hicle was  a  matter  of  no  small  inter- 
est to  a  moonshiner  trying  to  get  away 
from  the  revenue  agents.  In  1934 
France  arrived  in  Daytona  Beach 
with  $25  in  cash,  a  few  tools  and  a 
young  family.  Two  years  later  the  lo- 
cal city  council  began  sponsoring 
beach  races— unprofitably.  France  had 
drifted  into  auto  repairs  after  high 
school  and  had  run  in  races  in  the 
Washington,  D.C.  area.  He  promoted 
his  first  race  in  1938.  His  first  busi- 
ness lesson  came  when  he  doubled 
the  50-cent  admission  charge  and 
found  that  with  no  decline  in  atten- 
dance he  could  turn  a  modest  profit. 

Along  the  way  France  has  picked 
up  some  powerful  backers.  In  the 
1950s,  he  got  to  know  the  R.J.  Reyn- 
olds' Industries  tobacco  people  when 
he  promoted  racing  in  Winston-Sa- 
lem, N.C.  This  year  the  purse  for  the 
30  Winston  Cup  Grand  National 
races,  NASCAR's  premier  events,  will 
reach  $4.5  million.  For  years  Union 
Oil  Co.  of  California  has  had  a  25% 
equity  interest  in  International  Speed- 
way and  currently  has  all  the  con- 
tracts to  supply  gasoline  for  the  Win- 
ston Cup  races.  Union  helped  arrange 
debt  financing  for  Talladega.  The  | 
state  of  Alabama  helped  by  building  a  ( 
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In  the  right  place 
at  the  right  time. 


ie  Star's  revenues  have  tripled  in  the  last 
years.  Which  says  something  about  our 
ng  on  the  right  track.  And  points  to  a 
:cessful  future. 

merit:  will  there 
enough  capacity? 

the  Western  Hemisphere's  leading  port- 
d  cement  producer,  we've  seen  demand 
wing  steadily. . .  by  1980  it  will  be  in  close 
ance  with  capacity  in  many  places.  With 

/IENT:  ESTIMATED  CAPACITY  VS.  PRODUCTION 
ions  of  Tons— Portland  Cement  Clinker 


the  long  lead  times  and  high  capital  require- 
ments to  build  new  cement  plants,  there  is 
little  prospect  of  excess  productive  capacity 
for  many  years. 


„....»»" 

■  ■■■•fill"' 

■  ■■■■■■HI" 

,  



Another  factor:  cement  historically  out- 
runs steel  and  wood  in  rate  of  growth  as  a 
construction  material,  and  construction  is 
on  the  move  again.  That,  to  us,  means 
business. 

Building:  it's  getting 
to  be  everybody's  business. 

Housing  starts  are  back  on  the  rise.  And  so 
is  home  remodeling.  We  supply  materials  for 
both.  We're  a  leading  distributor  of  lumber 
and  building  materials  to  contractors  and 

In  the  right  place  at  the  right  time. 


also  to  do-it-yourself  homeowners.  Our  facili- 
ties —  some  200  of  them  —  include  retail 
stores,  supply  yards,  and  other  distribution 
centers.  We've  tripled  our  sales  in  this  area 
in  just  5  years.  And  the  future  can  only  build 
business  for  Lone  Star. 


If  you'd  like  to  know  more  about  us,  write 
to  One  Greenwich  Plaza,  Greenwich,  Con- 
necticut 06830,  for  a  copy  of  our  Annual 
Report. 

LONE^V 
STAR  M 

INDUSTRIES 


CLASSIFIED 

appears  in  the  first  issue 
of  every  month 

Look  for  it  in  the 
upcoming  issue 


For  rates  and  other  information 
on  FORBES  CLASSIFIED 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


Central  Illinois  Public 
Service  Company 

announces  the  establishment  of  a  new  Dividend 
Reinvestment  and  Stock  Purchase  Plan  which  permits 
common  and  preferred  stockholders  of  the  Company  to 
purchase  Common  Stock  with  reinvested  dividends  at 
a  5%  discount  from  the  market  price  and  with  optional 
cash  payments  at  the  market  price. 

A  copy  of  a  prospectus  describing  the  Plan  may  be 
obtained  by  writing: 

K.J.  Federer,  Treasurer 

Central  Illinois  Public  Service  Company 

607  East  Adams  Street,  Springfield,  Illinois  62701 
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road  to  the  track,  a  favor  France  i 
paid  by  managing  Governor  Geofl 
Wallace's  1972  Democratic  preside 
tial  primary  sweep  of  Florida.  Tod 
aspiring  politicians  make  a  point 
paying  courtesy  calls  on  France. 

Paradoxically,  the  success  of  sta 
car  racing  worries  Union  76  as  well 
the  big  automakers.  Race  fans,  main 
rural  and  blue-collar  workers,  root  i 
the  make  of  car  they  drive.  In  t 
past  auto-dealer  promotions  includ 
posters  showing  their  models  takil 
the  checkered  flag  at  major  raca 
Ford  had  a  company  slogan,  "Race 
Sundays,  sell  on  Mondays."  No 
however,  as  concern  for  energy  co 
servation  and  highway  safety  rises,, 
isn't  necessarily  smart  to  be  seen  pi 
moting  machines  that  crash  at  1| 
mph  and  get  less  than  five  miles 
the  gallon.  Today  none  of  the  maj 
automakers  openly  admits  to  spa 
soring  stock  cars  and  Union  76  is  wo 
dering  if  it  wouldn't  be  smarter 
get  out  of  racing. 

Still  Plenty  Of  Sponsors 

The  stock  answer  from  France 
that  an  automobile  race  consumes 
more  fuel  than  a  chartered  plane  f 
ing  the  New  York  Jets  to  a  footb 
game  in  Los  Angeles.  For  the  n) 
ment,  at  least,  firms  such  as  Boi 
Warner,  STP  and  NAPA  Regal  Ri 
Shock  Absorber  are  still  willing 
bolster  the  purse  of  top  drivers  w 
use  their  products.  Nor  is  there 
shortage  of  companies  eager  to  1 
out  $200,000  and  more  a  season 
sponsor  a  top  driver.  Holly  Farri 
the  North  Carolina  chicken  broi 
producer,  for  instance,  is  again  spc 
soring  Cale  Yarborough,  the  cum 
NASCAR  champion.  New  York's  CI 
corp  promotes  travelers  checks 
backing  Bobby  Allison  and  Ben 
Parsons,  while  Kelly  Girl  rides  wj 
rookie  Janet  Guthrie.  "Racing  is 
excellent  way  to  advertise,"  si 
Truxmore  Industries  President  Hans 
Cole,  who  reckons  the  publicity  fre 
racing  in  1976  helped  him  sell  oi 
50  garbage  trucks  at  $35,000  ea< 

Sponsorship  brings  fringe  benefi 
Like  rubbing  shoulders  with  VI 
such  as  Billy  Carter,  STFs  guest 
Daytona  Speedway  last  month,  a 
t.he  bevy  of  socialites  France  fi 
down  from  Washington  in  NASCA 
private  jet  for  the  big  races. 

It  is  almost  race  time  and  Frar 
is  out  in  his  car  patroling  the  spe« 
way's  perimeter.  Over  the  radio, 
alerts  security  to  a  teenage  fracas  a 
then  calls  the  control  tower  suggesti 
a  delayed  start.  France  has  spottec 
long  line  of  paying  customers  anxioi 
ly  waiting  to  pass  through  the  tui 
stiles.  Bill  France  may  be  a  czar,  II 
he  knows  who  pays  his  bills.  ■ 
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Without  advertising,  you'd  pay 
a  lot  more  for  a  lot  less. 


Yesterday's  black&  white  6"TV:  around  $300.        Today's  black &whitel2"TV: under  $90. 


A  lot  of  people  think  advertising  adds  to  the  cost  of 
things.  If  that  were  true,  you'd  pay  over  $300  for  a  6" 
TV  instead  of  under  $90  for  a  12"  TV.  How  advertis- 
ing and  our  free  enterprise  system  help  reduce  the 
cost  is  what  this  ad  is  about. 

Advertising  expands  the  market. 

The  first  televisions  were  costly.  An  expensive 
gimmick,  most  people  thought.  But  advertising 
explained  how  television  worked.  What  it  would  bring 
into  people's  homes.  And  fired  the  imagination.  Ad- 
vertising created  interest  and  demand.  Demand 
increased  production.  Increased  production  and  larger 
sales  dropped  the  cost  per  unit. 

Today,  the  cost  of  the  average  black  and  white 
portable  is  less  than  one-third  of  what  it  was.  While 
the  picture  is  larger.  With  superior  quality  and 
reliability. 

Free  enterprise  creates  competition. 

When  a  successful  product  appears,  if s  not  long 
before  there's  competition.  The  original  product  must 
be  improved  to  keep  its  competitive  edge.  Good 
products  get  better.  Inferior  products  disappear.  And 
the  consumer  wins. 

We  share  the  profit. 

Too  many  people  think  only  business  profits 
from  profit.  Sure,  some  of  it  pays  dividends.  But  it 


also  pays  for  expansion,  more  jobs,  and  better 
products  at  lower  prices.  And  both  business  and 
consumers  share  the  result:  the  highest  standard 
of  living  in  the  world. 

Advertising  works. 

We're  Combined  Communications  Corporation. 
And  our  business  is  delivering  advertising  informa- 
tion to  consumers  through  our  television  and  radio 
stations,  our  big-city  newspaper,  our  supermarket 
merchandising  system,  and  our  network  of  outdoor 
advertising  companies. 

Advertisers  use  these  media  to  increase  their  sales. 
As  a  result,  we've  increased  our  sales.  CCC  has  been 
profitable  every  year  we've  been  in  business.  In  1976 
our  gross  revenues  were  in  excess  of  $200,000,000 
compared  to  $151,000,000  in  1975. 

Our  advertisers  know  advertising  works.  We 
know  advertising  works.  If  it  didn't,  we  wouldn't  be 
spending  our  hard-earned  money  advertising  in 
this  publication. 

There's  more. 

If  you  want  to  know  more  about  us,  or  more  about 
advertising's  role  in  our  free  enterprise  system,  write 
to  Ray  Cox,  Vice  President/Corporate  Relations,  RO. 
Box  25518,  Phoenix,  Arizona  85002.  Our  symbol 
on  the  NYSE  is  CCA. 


Combined  Communications  Corporation 

Free  Enterprise  Keeps  America  Working 


elevlslon:  WXIA-TV  (ABC) 
Ulanta  KBTV-TV  (ABC) 
)enver.  WPTA-TV  (ABC) 
:ort  Wayne  KARK-TV 
NBC)  Littie  Rock.  WLKY- 
'V  (ABC)  Louisville.  KOCO- 
'V  (ABC)  Oklahoma  City 
CTAR-TV  (NBC)  Phoenix. 


Radio:  WWDJ-AM 
Hackensack  KIIS-AM  & 
FM  Los  Angeles.  KBBC- 
FM  Phoenix  KTAR-AM 
Phoenix  KEZL-FM  San 
Diego.  KSDO-AM  San 
Diego  MUZAK  Arizona 


Outdoor:  Eller  in  San 
Francisco,  Denver, 
St.  Louis,  Detroit,  Flint, 
Grand  Rapids,  Oakland, 
San  Jose,  Tucson, 
Sacramento,  Kansas  City, 
Phoenix,  Houston.  Pacific 
in  San  Diego,  Los  Angeles. 
Claude  Neon  in  Montreal, 
Quebec,  Winnipeg,  Ottawa, 
Hamilton,  Toronto. 


Sign  Manufacturing:  Claude 
Neon  Industries,  Limited. 
Canada  Tennessee  Con- 
tinental Corporation 
(TENCON).Centerville, 
Tennessee 


Newspaper: 

The  Cincinnati  Enquirer. 

Supermarket  Merchan- 
dising: PIA  Merchandising 
Company,  throughout 
California,  Arizona  and 
Nevada 


ast  week  I  sowed  my  wild  oats* 
'he  real  fun  starts  in  two  weeks, 
vhen  I  try  to  kill  them  all." 


Vi\d  oats  always  make 
:ople  think  of  second- 
te  Victorian  novels," 
ys  Gulf  agricultural 
Lemist  Jim  Ahle. 
"Actually  they're  big 
xible  in  North  and 
>uth  Dakota.  They 
owd  out  the  wheat, 
Ld  cost  the  farmers 
ere  over  two  hundred 
illion  dollars  a  year. 

Single-minded 

"A  lot  of  things  will 
11  wild  oats.  What  we 
mted  was  a  single- 
inded  herbicide  that 
i>n't  harm  any  other 
ants,  or  the  people  or 
dmals  who  eat  the 
ain. 

"To  solve  that 


"A  good  wild  oat 
is  a  dead  wild  oat. " 


problem,  we  developed  a 
product  called  Carbyne® 
It  proved  to  be  one  of  the 
most  successful  wild  oat 
controls  ever  developed. 

"That  was  several 
years  ago,  but  we're  still 
running  experiments 
with  Carbyne,  either 
new  formulations  or  in 
combination  with  other 
herbicides,  so  you  can 
control  a  variety  of  weeds 
with  one  application. 

"For  each  new  formu- 
lation, we  sow  thousands 
of  wheat  plants  and  wild 
oats  in  seed  beds,  and  in 
a  few  weeks  spray  them 


ilf  Oil  Corporation 


with  the  experimental 
herbicide.  Then  we 
check  to  make  sure  the 
weeds  are  dead  and  the 
grain  uncontaminated. 

One  in  7000 

"For  every  herbicide 
that  comes  onto  the 
market,  at  least  seven 
thousand  have  been 
tested  and  rejected  for 
one  reason  or  another. 
Carbyne  is  a  winner,  but 
it's  just  one  of  many 
herbicides  and  pesticides 
we're  working  on  here  at 
Gulf. 

"The  American 
farmer  is  the  most 
productive  on  earth.  The 
challenge,  as  I  see  it,  is 
to  keep  him  that  way." 


Gulf  people: 
meeting  Hie  challenge* 


New  Issue,  February  18, 


5,000,000  Shares 

General  Telephone  &  Electronics  Corporation 

Common  Stock 

(Par  Value  $3.33VS  Per  Share) 

Price  $29,375  per  Share 


This  Offering  is  made  only  by  the  Prospec 
A  copy  is  obtainable  from  those  Underwriters  who  en 
legally  offer  these  securities  in  your  Stu. 


Paine,  Webber,  Jackson  &  Curtis  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Bache  Halsey  Stuart  Inc.       The  First  Boston  Corporation       Blyth  Eastman  Dillon  &  Co.       Dillon,  Read  &  Co.  ■ 

Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Buraham  &  Co.  Goldman.  Sachs  &  i . 

Securities  Corporation  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes     E.  F.  Mutton  &  Company  Inc.     Kidder,  Peabody  &  Co.     Kuhn  Loeb  &  1 

Incorporated  Incorporated  Incorporated 

Lazard  Freres  &  Co.       Lehman  Brothers       Loeb  Rhoades  &  Co.  Inc.       Merrill  Lynch,  Pierce.  Fenner  &  Smh 

Incorporated  Incorporated 

Reynolds  Securities  Inc.         Salomon  Brothers         Smith  Barney,  Harris  Upham  &  Co.         Wertheim  &  Co.,  Ic. 

Incorporated 

White,  Weld  &  Co.     Hill  Samuel  ft  Co.     The  Nikko  Securities  Co.  International,  Inc.     Shearson  Hayden  Stone  ■ 

Incorporated  Limited 

Warburg  Paribus  Becker  Inc.  Bear,  Stearns  ft  Co.  Alex.  Brown  &  Sons  Oppenheimer  &  Co.,  Ic. 

L.  F.  Rothschild  &  Co.       Shields  Model  Roland  Securities       Thomson  McKinnon  Securities  Inc.       Weeden  &  i>. 

Incorporated  Incorporate 

ABD  Securities  Corporation  Basle  Securities  Corporation  Sanford  C.  Bernstein  &  Co.,  Ic 

Daiwa  Securities  America  Inc.      F.  Eberstadt  &  Co.,  Inc.      EuroPartners  Securities  Corporation      Robert  Flerm* 

Incorporate' 

Kleinwort,  Benson  Moseley,  Hallgarten  &  Estabrook  Inc.  New  Court  Securities  Corporafii 

Incorporated 

Nomura  Securities  International,  Inc.  R.  W.  Pressprich  &  Co.  Scandinavian  Securities  Corporati  l 

Incorporated 

SoGen-Smss  International  Corporation  Spencer  Trask  &  Co.  Tucker,  Anthony  &  R.  L.  Day,  Ic 

Incorporated 

UBS-DB  Corporation  Wood,  Struthers  &  Winthrop  Inc.  Yamaichi  International  (America),  li . 


Banque  Nationale  de  Paris  Banque  Worms  Cazenove  Incorporated  Nederlandsche  Middenstandsbank  N 
J.  Henry  Schroder  Wagg  &  Co.  Svenska  Handelsbanken  Vereins-  und  Westba 

limited  \k[ien(e$eU»cnaft 


tatistical  Spotlight 


he  Fallen  (And  Still  Falling)  Angels 


they  bargains?  Well,  hardly— not 
price/ earnings  ratios  of  15  or  so  in 
ten-times  market.  Yet  they  certain- 
are  cheap  compared  with  their 
ices  of  only  a  few  years  ago.  We're 
Iking,  of  course,  about  the  old  "one- 
cision"  growth  stocks.  They  are  so 
it  of  favor  now  that  no  fewer  than 
i  of  the  40  companies  listed  below 
ive  P/Es  at  least  as  low  as  their 
x:k  market  lows  in  1974. 
The  institutions,  sheeplike,  are  sell- 
g  these  stocks,  which  puts  them 
>wn,  which  causes  further  selling, 
hen  will  the  selling  end?  Only  a 


fool  would  predict,  but  many  of  these 
stocks  seem  attractive.  Look  at  it  this 
way:  A  15  P/E  company  whose  prof- 
its grow  at  an  annual  rate  of,  say, 
15%  is  really  only  selling  at  times 
probable  1982  earnings. 

Even  so,  will  the  institutions  ever 
buy  drug  stocks  again?  People  still  do 
get  sick  from  time  to  time.  So  should 
Eli  Lilly  be  sharply  below  its  1974 
bottom  price  on  higher  earnings? 
Should  Abbott  Laboratories  carry  a 
P/E  not  much  better  than  that  of  a 
cyclical  stock  like  Bucyrus  Erie? 

Herewith,  then,  the  Fallen  Forty, 


onetime  institutional  pets  now  selling 
below  20  times  earnings  despite  good 
earnings  records.  A  few— like  Heu- 
blein— have  stumbled  in  earnings  of 
late.  We  kept  them  in  because  their 
stocks  stumbled  even  harder:  Heu- 
blein  had  a  recent  P/E  of  ten  and 
yielded  4.6%. 

One  company  on  the  list  almost 
qualifies  as  an  income  stock.  Tampax, 
with  nearly  flat  earnings  recently,  has 
been  battered  to  a  P/E  of  12  and  a 
yield,  based  on  the  indicated  rate,  of 
6.1%.  Doesn't  that  offset  a  little  tarnish 
on  the  halo?  ■ 


EPS 

Price/Earnings  Ratio  Latest  Increase 

,  *  ^  12-Month  1976 

1974      Five-Year  Earnings      Over       Recent        Five- Year  Indicated 
Company  Recent        Low         High      Per  Share     1975*        Price       Price  Range    Dividend  Yield 


Abbott  Laboratories 

14 

8 

31 

S  3.26 

27% 

45 

551A- 

15V4 

S  1.00 

2.2% 

American  Home  Products 

17 

18 

39 

1.75 

11 

30% 

48%- 

26V8 

1.10 

3.6 

American  Hospital  Supply 

15 

15 

55 

1.72 

16 

26% 

55%- 

18% 

0.40 

1.5 

Automatic  Data  Processing 

17 

13 

105 

1.41 

27 

24 

49%- 

10% 

0.24 

1.0 

Avon  Products 

16 

10 

65 

2.90 

21 

45% 

140  - 

18% 

2.00  „ 

4.4 

Baxter  Travenol 

18 

20 

73 

1.85 

28 

34 

61%- 

24% 

0.24 

0.7 

Beatrice  Foods 

12 

7 

22 

2.08 

16 

24% 

30%- 

12Ve 

0.84 

3.4 

Becton,  Dickinson 

14 

12 

41 

2.27 

13 

32% 

50%- 

20% 

0.60 

1.8 

Bristol-Myers 

13 

8 

28 

4.90 

10 

65% 

83%- 

30% 

2.20  i 

3.3 

Burroughs 

16 

17 

49 

4.62 

12 

73 

126%- 

61  % 

0.80 

1.1 

Chesebrough-Pond's 

14 

10 

40 

1.69 

12 

23% 

46  - 

13% 

0.84 

3.6 

Coca-Cola  Co. 

17 

14 

47 

4.57 

18 

77% 

150  - 

44% 

2.65  ( 

3.4 

Disney  (Walt) 

17^ 

10 

82  < 

2.36 

21 

39% 

112%- 

15% 

0.16 

0.4 

Eastman  Kodak 

18 

15 

44 

4.03 

6 

72% 

151%- 

57% 

2.10  C 

2.9 

Emery  Air  Freight 

19 

15 

56 

2.01 

25 

37'A 

75  - 

24 

1.20 

3.2 

Genuine  Parts 

15 

11 

44 

2.16 

16 

50'/8- 

17 

0.90 

2.7 

Heublein 

10 

7 

35 

2.93 

17 

28% 

65%- 

17% 

1.32 

4.6 

Howard  Johnson 

8 

5 

38 

1.31 

18 

10% 

34%- 

4 

0.32 

3.1 

International  Business  Machines 

17 

12 

39 

15.94 

19 

271  % 

365V4- 

150% 

10.00  « 

3.7 

International  Flavors  &  Fragrances 

19 

23 

72 

1.03 

56 

19% 

49%- 

18% 

0.44 

2.3 

Johnson  &  Johnson 

19 

26 

62 

3.53 

11 

67Ve 

133  - 

65  Vb 

1.10 

1.6 

Kresge  (S.S.) 

17 

21 

50 

2.08 

31 

36 

51V8- 

18% 

0.32 

0.9 

Lilly  (Eli) 

15 

22 

43 

2.90 

11 

42 'A 

92%- 

41% 

1.42 

3.4 

McDonald's 

17 

13 

82 

2.72 

25 

46% 

77%- 

21  Va 

0.10 

0.2 

Merck 

17 

17 

45 

3.38 

12 

58 

101%- 

46% 

1.50 

2.6 

Minnesota  Mining 

17 

17 

40 

2.94 

28 

50% 

91%- 

43 

1.70 

3.4 

PepsiCo 

13 

8 

30 

5.56 

26 

73% 

90%- 

29'A 

2.40 

3.3 

Polaroid 

14 

16 

115 

2.43 

27 

35 

149%- 

14Va 

0.50 

1.4 

Procter  &  Gamble 

16 

17 

33 

5.38 

20 

84% 

120  - 

67 

2.60 

3.1  „ 

Revlon 

14 

10 

27 

2.68 

23 

38% 

45  - 

19% 

0.90 

2.3 

Rubbermaid 

13 

12 

49 

1.80 

36 

231/2 

50%- 

9% 

0.48 

2.0 

Schering-Plough 

14 

18 

49 

2.91 

13 

40 

87%- 

38V2 

1.00 

2.5 

Schlumberger  Ltd 

18 

18 

55 

3.41 

31 

6oy8 

61%- 

21% 

0.80 

1.3 

Sears,  Roebuck 

16 

13 

30 

3.92 

31 

63% 

123V4- 

41  Vz 

2.10 

3.3  * 

Snap-On  Tools 

16 

15 

48 

1.96 

38 

3oy2 

63%- 

18% 

0.80 

2.6 

Standard  Brands  Paint 

19 

16 

54 

2.02 

18 

38% 

56%- 

22% 

0.40 

1.0  . 

Tampax 

12 

8 

58  . 

2.92 

2 

36 

136  - 

21% 

2.20 

6.1  e 

Upjohn 

14 

13 

45 

2.62 

16 

35  % 

104%- 

30 

1.08 

3.0 

Warner-Lambert 

14 

9 

33 

2.13 

3 

30 

58  - 

18V8 

1.00 

3.3 

Xerox 

12 

12 

54 

4.51 

47 

521/2 

171%- 

46% 

1.20 

2.3 

*ln  some  cases  estimates  were  used. 
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The  Money  Men 


How  The  French  Do  It 


In  1954  when  Eric  Lorsignol  was  just 
25  and  fresh  out  of  Harvard  Business 
School,  he  returned  to  his  native 
France  hoping  to  help  meet  what 
Jean-Jacques  Servan-Schreiber  later 
called  Le  Defi  Americain— The  Ameri- 
can Challenge.  The  idea  was  that  Eu- 
ropeans should  learn  creative  U.S. 
management  techniques  and  thereby 
be  able  to  meet  U.S.  competition  on 
more  equal  terms. 

But  Lorsignol  discovered  that  tra- 


dition-minded French  businessmen 
weren't  impressed  by  his  education. 
"I  was  told,"  he  recalls,  "  'Oh,  you've 
been  to  the  U.S.  Very  good,  but  you 
know  our  methods  are  very  different. 
You  must  unlearn  what  you  learned 
there.' "  Discouraged,  Lorsignol  re- 
turned to  the  U.S.  and  spent  five  years 
with  a  Belgian  bank  in  New  York. 

Not  until  1960  did  Lorsignol  go 
back  to  Paris.  It  was  an  exciting  time: 
Europe  was  on  the  move,  having  re- 


cently emerged  from  postwar  recon 
struction.  Lorsignol  joined  the  venei 
able  Banque  de  Neuflize,  Schlum 
berger,  Mallet,  a  French  version  o 
Brown  Brothers  Harriman,  a  compan 
that  is  much  better  known  for  its  in 
vestment  services  for  well-stocke< 
portfolios  than  for  its  commercis 
banking  side.  Lorsignol  is  now  diret 
teur  general  adjoint  (roughly,  execu 
tive  vice  president)  of  the  bank,  am 
oversees  its  investment  policy  divisior 
which  means  he  sets  broad  guideline 
for  the  5  billion  francs  ($1  billion 
in  institutional  and  large  individus 
accounts  the  bank  has  under  manage 
ment.  At  47,  Lorsignol  is  one  q 
France's  most  astute  and  respecte> 
money  management  men. 

"I  had  arrived  in  Europe  just  at 
time  when  the  European  currencie 
had  become  convertible  again,"  say 
Lorsignol,  whose  English  is  perfect 
but  whose  dignified,  intense  manne 
is  unmistakably  French.  "The  Con) 
mon  Market  was  opening  up,  there 
fore  capital  was  moving  from  oq 
country  to  another.  There  was  a  de 
sire  for  more  knowledge,  better  infoi 
mation,  better  presentation." 

Lorsignol  applied  his  knowhow  i 
U.S.  security  analysis  technique 
helping  Banque  de  Neuflize  blaze 
trail  among  French  investors  towar 
high-quality  growth  stocks  such  £ 
Xerox,  International  Telephone 
Telegraph  and  International  Businef 
Machines  in  the  U.S.;  Michelin,  A 
Liquide,  Hoffmann-La  Roche  an 
Marks  &  Spencer  in  Europe. 

Alas,  times  changed.  With  the  197 
devaluation  of  the  dollar,  the  petrc 
crisis  and  the  1974-75  recession,  Ei 
rope's  golden  age  waned.  Even 
shrewd  investment  policymaker  lik 
Lorsignol  took  his  lumps  before  fi{ 
uring  out  what  the  new  game  wa 
Banque  de  Neuflize's  holdings  of  U.I 
growth  stocks  slipped  badly  when  tb 
dollar  plunged  in  the  early  1970 
and  again  when  the  stock  mark* 
turned  sour  in  1974.  "It  took  us  qui! 
a  while  to  reappraise  the  situation 
Lorsignol  admits  candidly.  Welcorr 
to  the  club,  Eric;  you  are  in  goo 
company— the  Morgan  bank,  amon 
other  top  money  managers,  made  t± 
same  mistake,  staying  too  long  wit 
the  "one-decision"  growth  stocks. 

Eventually,  a  well-thought-oi 
strategy  of  dealing  with  the  new  won 


Eric  Lorsignol  Of  Banque  de  Neuflize,  Schlumberger,  Mallet:  Applying  Graham 
and  Dodd-type  analysis  to  national  economies  and  to  the  securities  markets. 
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We  go  further  than  anyone 
to  please  our  passengers. 


In  terms  of  distance:  We  go 
>  89  far-flung  cities  in  61 
)untries  on  6  continents. 

In  terms  of  time:  There  are 
arts  of  the  world  to  which 
nly  Pan  Am's  long-range  747 
P  can  take  you  non-stop, 
[bkyo  from  Los  Angeles  and 
lew  York.  Auckland  from  San 
rancisco.  San  Francisco  from 
ydney.  And  Bahrain  from 
lew  York.)  Thereby  cutting 
Durs  off  your  trip. 


In  terms  of  comfort  and 
service:  We  have  the  world  s 
largest  fleet  of  big,  roomy  747s. 
Many  of  which  have  our  exclu- 
sive upper-deck  dining  room 
in  first  class. 

We  offer  both  first  class  and 
economy  passengers  a  choice  of 
meals,  a  choice  of  movies,  and 
the  choice  of  conversing  in  a 
language  other  than  English. 
(All  our  flight  attendants  are 
bi-lingual.) 


Americas  airline  to  the  world. 


We  have  one  of  the  most  so- 
phisticated reservations  systems 
around.  And  people  experienced 
in  helping  sophisticated  and 
unsophisticated  travelers  all 
over  the  world. 

In  overall  terms:  We're  an 
airline  geared  to  bringing 
Americans  to  the  rest  of  the 
world  as  easily  and  comfortably 
as  possible. 

And  the  rest  of  the  world  to 
America. 


See  your  travel  agent 


The  Money  Men 


environment  emerged.  This  meant  a 
profound  change  in  the  way  the  bank 
invested  its  money.  Conventional  eval- 
uations of  individual  companies  would 
no  longer  do. 

In  the  Sixties,  Lorsignol  explains, 
"We  wanted  to  buy  the  best  car  com- 
pany wherever  it  could  be  found,  the 
best  chemical  company  in  whatever 
country  it  could  be  found,  the  best 
computer  company,  and  so  on— re- 
gardless of  whether  they  were  French, 
American,  German  or  Japanese.  That 
philosophy  has  changed  completely  in 
the  last  few  years;  it  has  been  a  ques- 
tion of  which  was  the  best  market  to 
be  in,  what  was  the  best  currency  to 
be  in— much  more  than  which  was  the 
best  computer  company."  Buy  stock  in, 


say,  Fiat  and  its  shares  might  rise  20% 
on  the  Milan  stock  exchange.  But  if 
the  lira  depreciates  by  20%  in  the 
meantime,  your  capital  gain  is  worth 
exactly  nothing  in  your  own  currency. 

"If  you  want  to  avoid  the  mistakes 
—the  big  mistakes,"  Lorsignol  says, 
"you  have  to  be  in  the  right  markets 
at  the  right  time.  Selection  of  securi- 
ties has  played— what  do  you  call  it? 
—second  fiddle  to  the  global,  the 
macroeconomic  considerations. 

"Now  we  look  at  how  well  bal- 
anced consumer  spending  and  invest- 
ment are;  at  the  size  of  budget  def- 
icits; whether  exports  and  imports  are 
well  balanced;  whether  between  con- 
sumption and  savings  there  is  enough 
of  a  share  made  for  savings."  Na- 
turellement,  there  is  a  careful  reading 
of  the  political  situation  as  well.  Sort 
of  a  Graham  and  Dodd  analysis  of  a 
whole  country. 

Well,  not  exactly.  Lorsignol  doesn't 
examine  the  "intrinsic  value"  of  a 
country  as  Graham  and  Dodd  suggest 
in  analyzing  a  single  company;  rath- 
er, he  gauges  the  "relative  value"  of 
the  securities  on  its  stock  markets. 
Stocks  are  very  cheap  in  France  now, 
for  instance,  but  cheap  in  relation  to 
what?  Even  well-managed  companies 
selling  at  two  and  three  times  earn- 
ings are  hardly  a  great  buy  if  the 
French  left  comes  to  power  in  the 
1978  elections  and  nationalizes  them, 
as  it  has  threatened  to  do  in  a  num- 
ber of  industries.  Even  aside  from  po- 
litical considerations,  there  are  eco- 


nomic reasons  for  avoiding  the  French 
market:  "The  general  environment  in 
France,"  says  Lorsignol,  "is  not  con- 
ducive to  growth  without  •  inflation. 
And  what  we  need  for  securities  mar- 
kets to  behave  well  is  growth  without 
inflation."  With  the  franc  under  spec- 
ulative pressure,  the  "relative  value" 
of  cheap  French  stocks  looks  even  less 
appealing. 

It  all  boils  down  to:  Buy  American 
(followed  by  Japan  and  Germany). 
Aside  from  accounts  encumbered  by 
requirements  of  substantial  French 
holdings,  Banque  de  Neuflize  invests 
new  portfolios  thusly:  50%  in  U.S.  se- 
curities, 15%  in  Japanese,  10%  in  Ger- 
man, a  small  percentage  (5%  to  15%) 
in  French,  and  the  rest  basically  liq- 


uid, or  in  strong  currency  bonds  (that 
is,  deutsche  mark  or  Swiss  franc 
bonds).  In  December,  when  the  Brit- 
ish pound  began  to  firm,  the  bank 
added  some  small  holdings  of  U.K. 
"gilt-edged"  government  bonds,  which 
currently  yield  around  13%. 

Lorsignol's  reasons  for  favoring  the 
U.S.  are  little  different  from  those  of 
many  other  foreign  investors.  First  is 
the  political  security  it  offers  private 
capital.  Then  there  are  long-range 
economic  factors.  The  U.S.  has  over- 
come the  cost  disadvantages  it  suf- 
fered in  relation  to  European  indus- 
try in  the  1950s  and  1960s,  now  that 
the  dollar  has  fallen  and  European 
wages  have  skyrocketed.  Moreover, 
in  the  U.S.,  unlike  in  much  of  Europe, 
inflation  appears  to  have  abated  for 
the  time  being.  "Even  though  the  U.S. 
situation  still  has  many  problems,"  says 
Lorsignol,  "Europe  has  even  more 
problems." 

Why  does  Japan  rate  high?  "Here  is 
a  country  that  has  no  natural  re- 
sources," says  Lorsignol,  "and  has  with- 
in the  last  two  years  completely  turned 
around  its  balance  of  payments  again, 
is  exporting  more  than  it  is  importing, 
has  brought  wage  pressures  under 
control,  and  is  saving  and  investing  a 
great  deal."  And  Germany?  Despite 
its  low  rate  of  growth,  says  Lorsignol, 
"They  have  wrung  out  inflation  from 
their  system.  Here  is  a  country  that 
can  move  up  without  falling  into  in- 
flation." But  Banque  de  Neuflize's 
commitment  to  Germany  is  limited,  be- 


cause Germany  could  easily  "impo 
inflation— or  worse,  political  unres 
from  its  troubled  neighbors. 

Again,  the  key  is  relative  van 
"Even  though  the  outlook  may 
good  in  the  U.S.,"  says  Lorsignol,  " 
may  decide  to  take  our  money  c 
of  this  country  and  put  it  back  in 
France  if  we  feel  the  market  cou 
recover."  Translation:  An  impro\T| 
outlook  for  the  center-right  coalitj 
in  the  1978  elections  would  make  tj 
French  market  perk  up.  But  that 
an  "if"  for  the  future. 

Last  year,  largely  by  following 
invest-in-America  strategy,  the  ba 
earned  a  very  handsome  16%  averaj 
capital  gain  (in  francs)  on  its  ci 
tomers'  accounts— and  that's  not 
eluding  income.  In  the  same  peri) 
the  French  stock  market  was  dol 
about  17%,  inflation  in  France  mi 
10%  and  the  franc  dropped  about  II 
against  the  dollar. 

With  his  new  orientation,  Lorsigr 
believes  in  picking  well-known  bk 
chip  companies— General  Motors,  IBI 
Dow  Chemical,  Schlumberger  (wj 
whom  the  bank  has  family  conn^ 
tions ) —rather  than  looking  for  n 
"finds"  that  are  likely  to  outpace  4 
erything  in  sight.  By  the  time  Pal 
hears  about  a  hot  stock,  Lorsigij 
says,  the  play  is  likely  to  be  behil 
it.  "We  don't  feel  we  have  to  outpi 
form  the  U.S.  market,  the  U.K.  mj 
ket,  the  Japanese  market  and  so  o\ 
he  says.  "For  our  French  clients,  t 
important  thing  for  us  is  to  turn  in 
performance— rendered  in  Freni 
francs— where  they  have  present 
their  capital  in  real  terms  and  pre 
ably  done  something  in  addition, 
all  we  want  is  a  good,  average  perf« 
mance  [in  U.S.  stocks]  in  times  tr! 
are  favorable  to  the  U.S.  market." 

One  problem  Lorsignol  faces  is  t 
ing  to  avoid  U.S.  stocks  that  basic 
ly  represent  risky  non-U. S.  assets.  "E 
instance,  if  you  look  at  the  banki 
sector,"  he  says,  "we  might  pre! 
some  non-New  York  banks  rather  th 
the  New  York  banks  that  have  a  Ian 
exposure  to  foreign  governments." 

Sound  familiar?  Of  course.  It  fa 
under  the  ancient  heading  "presen 
tion  of  capital."  That  is  what  inve 
ing  is  all  about,  especially  in  a  B 
rope  that  is  becoming  unhinged,  d 
oriented  and  helpless. 

Interesting,  isn't  it,  what  presen 
tion  of  capital  currently  means  to  tl 
shrewd  worldly  man:  Don't  woi 
about  stock-picking;  get  as  much 
possible  of  your  assets  into  the  <\ 
Yankee  dollar.  ■ 


". . .  'In  the  past  few  years,  it  has  been  a  question  of  which 
was  the  best  market  to  be  in,  what  was  the  best  currency 
—much  more  than  which  was  the  best  company' . . ." 
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today's  Babcock &Wilcox. 
/Ve're  a  lot  more  than  a 
>ne -technology  company 


I  of  computer  controls.  Building  on  a 
superior  utility  and  marine  instrumen- 
r  Bailey  Meter  subsidiary  is  also  a 
3f  control  systems  to  the  process  indus 
new  system  called  the  "Bailey  7000 
fers  the  latest  in  control  systems 


lational  nuclear  reputa- 

lereare  now32B&W 
>ower  plants  in  stages  of 
Dn,  planning,  construction, 
>r  commercial  operation, 
;  the  new  Muelheim- 
station  in  West  Germany.This 
int  has  a  nuclear  island  with 
team  systems  supplied  by 
int  venture,  Babcock-Brown 
saktor  GMbH  and  is  scheduled 
■tream  in  1979. The  plants  in 
)  have  established  exceptional 
Dr  availability  and  efficiency. 


Mirror,  mirror  on  the  wall.  Our  Diamond 
Power  subsidiary  is  recognized  as  the  lead 
ing  supplier  of  all-metal,  snap-on  reflective 
nsulation  to  the  nu- 
clear power  indus- 
try. Marketed  under 
the  Mirror®  name, 
and  now  found 
in  62  nuclear 
plants,  it  mini 
mizes  heat 
loss  and 
speeds  up 
n-service 
inspection. 


n  one  end  and  out  the  other. 

Our  Automated  Machine  Divi- 
sion is  an  important  supplier  of 
transfer  lines  for  many  indus- 
tries, including  automotive.  By 
automatically  processing  a  block 
of  metal,  for  instance,  through 
many  necessary  machining 
phases,  it  speeds  the  produc- 
tion of  engines  for  cars,  trucks 
and  off-the-road  equipment.  We 
are  also  a  leading  producer  of 
broaching  machines  and  hy- 
draulic tracer  lathes. 


ieep  into  solid  metal.  As  a  supple 
!-ray  analysis,  B&W  scientists  are 
)ustical  holography  to  get  a  three- 
»nal  image  of  potential  defects  deep 
veld.  Their  use  of  holography  has  been 
I  they're  now  developing  a  definitive 
5  work  qualifying  this  technique. 
( is  sponsored  by  the  Electric  Power 
l  Institute  (EPRI). 


The  stress  of  being  24,000  feet  under.  As  the 

search  for  new  energy  goes  deeper  and  deeper, 
B&W  goes  right  along  with  it.  Subjected  to  enor- 
mous pressures  and  corrosive  conditions,  our 
tubing  is  performing  more  than  four  miles  under 
the  earth.  As  the  leading  specialty  steel  tubing 
manufacturer,  our  products  are  also  widely  used 
in  the  chemical,  power  generation  and  bearings 
industries. 


Babcock  &  Wilcox 

161  EAST  42ND  ST.  NEW  YORK.  N  Y  10017 


Faces  Behind  The  Figures 


Britain's  New  Jackpot    gf  ,start  runni"g  out  ^ward  the  end 


Where  Britain's  time-honored  mud- 
dling through  no  longer  seems  to 
work,  simple  good  luck  may  yet  serve 
to  bail  the  country  out  of  its  economic 
quagmire.  And  nowhere  is  that  happy 
circumstance  more  apparent  than  in 
the  case  of  energy. 

The  British  are  twice  blessed  when 
it  comes  to  energy.  In  the  last  five 
years  Britain  has  discovered  two  coal 
fields  that  are  probably  bigger— and 
certainly  cheaper— energy  sources 
than  the  British  North  Sea.  When  it 
opens  in  the  early  Eighties,  the  Selby 
underground  mine  in  England's  York- 
shire will  be  Europe's  largest.  And  the 
Vale  of  Belvoir  (pronounced  "bea- 
ver") field,  discovered  in  1974,  is  even 
bigger,  containing  an  esti- 
mated 500  million  tons  of 
workable  coal  worth  almost 
$15  billion. 

The  man  running  Britain's 
subsidized  government  coal 
industry  is  Derek  Ezra,  58, 
who  has  spent  his  whole  ca- 
reer at  the  National  Coal 
Board.  Chairman  of  the 
board  for  the  past  five  years, 
the  voluble  Ezra  is  given  to 
lecturing  Americans  on  the 
"appalling  mess"  the  U.S. 
has  made  of  its  energy  poli- 
cy. "Britain  has  done  far  bet- 
ter on  conservation,  pricing 
policy  and  development  of 
home  resources,"  he  says. 
Ezra  is  on  sound  ground. 

In  the  late  Fifties  and  Six- 
ties, Britain,  like  the  U.S.  and 
Europe,    cut   its    coal  con- 
sumption in  half  as  more  oil 
and  gas,  which  were  clean- 
er and  (then)  cheaper,  be- 
came   available.    In  short, 
Britain  made  the  same  mistake  as  the 
U.S.  did.  The  coal  mines  might  have 
been  run  down  even  further  except 
for  the  prospect  of  many  thousands 
of  unemployed  miners.  Then  it  was 
politics,  not  good  planning,  that  saved 
the  British  mines.  Nevertheless,  by 
1972,  when  tKfe  U.S.  coal  industry 
was  running  into  serious  environment- 
al trouble,  the  Coal  Board  under  Ezra 
began  to  see  a  real  future  for  its  in- 
dustry again  and  started  drawing  up 
expansion  plans. 

It  will  take  25  years  and  at  least 
$700  million  a  year  to  bring  annual 
U.K.  coal  production  back  up  to 
1957  levels  of  around  200  million  tons. 
(Output  actually  fell  a  little  last 
year.)  But  when  North  Sea  oil  and 


of  the  century,  coal  will  be  there  to 
fill  the  gap,  at  least  until  nuclear  pow- 
er is  making  a  big  contribution.  In 
planning  for  coal,  Britain  is  well 
ahead  of  the  U.S. 

Britain's  coal  is  low  in  sulfur— mean 
ing  low  pollution— and  the  new  fields 
will  be  mined  only  underground.  The 
highly  mechanized  Selby  works  will 
employ  4,000  people,  or  about  one- 
fourth  the  number  an  older  mine  of 
the  same  output  would  have  required. 

Britain  has  its  own  environmental- 
ists, of  course,  and  they  have  opposed 
the  opening  of  both  coal  fields.  Some 
Belvoir  land  owners  are  not  convinced 
the  mine  is  really  needed.  What  if, 
tlu  y  ask,  nuclear  power  should  take 
off  in  a  big  way? 


Ezra  has  a  ready  reply:  "The  co 
will  still  be  required  for  chemic 
feedstocks,"  he  says.  "By  the  turn  i 
the  century  coal  will  be  refined  ar 
processed  commercially  just  as  oil 
now."  The  Coal  Board  already  has 
stake  in  that  business-to-be. 

Will  Britain,  which  is  just  barely 
net  coal  exporter  now,  become  tl 
coal  mine  of  Europe  in  years  ahea( 
Not  if  that  means  exporting  bull 
raw  fuel,  Ezra  says. 

Scientists,  many  of  them  Britis 
are  developing  ways  to  get  more  e 
ergy  from  a  given  lump  of  coal,  "j 
coal  is  burned  now,  50%  of  the  enerj 
value  is  lost.  We  will  recover  70 
80%  of  it  by  gasification  and  liqu 
faction,"  says  Ezra. 

With  oil  and  coal  on  the  way,  Bi 
ain  can  hardly  hope  for  any  mo 
sheer  good  luck.  ■ 


Top  Miner:  National  Coal  Board 
Chairman  Derek  Ezra  runs  Britain's 
nationalized  coal  industry. 
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your  Workers' Comp  program 
has  no  back-up  support, 
that's  un-American. 

The  key  to  effective  Workers'  Compensation  insurance  is 
strong  support. 

At  American  Mutual,  we  back  up  your  coverages  with  periodic 
safety  engineering  and  loss  control  consultations.  We  monitor  your  pay- 
roll procedures  and  help  keep  your  operations  properly  classified  for 
rating.  We  help  you  achieve  the  lowest  WC  premium  possible. 

And  we  do  it  all  without  being  nagged.  That's  the  American  way, 
the  American  Mutual  way. 


American 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01 880 

We  want  to  keep  you  safe,  and  sound. 


Faces  Behind  the  Figures 


How  To  Beat  Taxes 

It  sold,  over  1  million  copies  in  less 
than  three  months.  No,  it's  not  Alex 
Haley's  Roofs,  and  its  no  literary 
masterpiece.  Yet  over  the  past  several 
decades  J.K.  Lasser's  Your  Income 
Tax,  prepared  by  the  J.K.  Lasser  Tax 
Institute  and  published  by  Simon  & 
Schuster,  has  been  a  perennial  best- 
seller. It's  the  most  popular  tax  book 
ever  published,  outselling  all  others 
combined. 

"This  year,"  according  to  Lee  Gray, 
47,  director  of  the  J.K.  Lasser  Tax  In- 
stitute, and  son-in-law  of  J.K.  Lasser, 
a  tax  accountant  who  first  published 
the  book  39  years  ago  (he  died  in 
1954),  "the  entire  run  has  been  sold 
out.  The  1976  Tax  Reform  Act 
changes  and  the  lateness  of  the  bill's 
enactment  combined  to  create  strong 
demand  in  just  a  few  months.  When- 
ever there  is  a  major  tax  change,  sales 
climb." 

In  1970  some  half  million  copies 
were  sold  at  $1.95.  The  price  was 
raised  to  $2.95  "reluctantly,"  Gray 
says,  in  1974,  just  when  the  Internal 
Revenue  Service  eliminated  the  75- 
cent  charge  for  its  own  tax-prepara- 


Surprising  Success 

For  five  years  David  Methvin,  pres- 
ident of  Computer  Automation,  blew 
a  large  horn  mounted  on  his  produc- 
tion building  to  signal  the  arrival  of 
every  $10,000  of  new  computer  or- 
ders. The  neighbors  never  complained 
until  Methvin  announced  $250,000  in 
orders  one  day  in  1972,  and  police 
silenced  his  horn  forever. 

At  39,  Methvin  no  longer  needs  to 
blow  his  own  horn.  Last  December 
his  little  ($30-million  revenues)  Ir- 
vine, Calif,  minicomputer  company 
heat  out  industry  giants  like  Interna- 
tional Business  Machines  and  Digital 
Equipment  for  the  initial  contract  on 
what  promises  to  be  one  of  the  larg- 
est decentralized  data  processing  net- 
works ever  installed.  The  order  was 
from  American  Express'  Fireman's 
Fund  of  America  Insurance  Co., 
which  last  month  asked  to  expand  the 
agreement  to  cover  as  many  as  100 
systems.  For  CA,  the  contract  could 
be  worth  $10  million. 

Methvin's  success  was  a  surprise, 
because  Computer  Automation  is 
known  primarily  for  selling  cheap, 
stripped-down  minicomputers  that 
were  used  as  parts  of  other  manu- 
facturers' equipment.  The  system  that 


Tax  Man:  Not  Uncle  Sam  but  Lee 
Gray,  whose  outfit  makes  a  bundle 
telling  you  how  to  prepare  your  taxes. 


tion  book.  The  boost  had  little  effect 
on  sales.  The  J.K.  Lasser  Tax  Insti- 
tute, owned  by  Lasser's  family  heirs, 
gets  all  the  royalties,  and  Gray  refuses 
to  discuss  how  much  they  add  up  to. 
"We  receive  the  top  paperback  royal- 
ty percentage,"  is  all  he  will  say.  That 
could  mean  $300,000  in  1977. 

Gray  and  his  mother-in-law,  Terese 
Lasser,  have  plowed  back  part  of  the 
profits  into  the  business.  "Today," 
says   Gray,   an   accounting  and  tax 


Fireman's  Fund  selected  has  been  on 
the  market  for  only  about  a  year,  and 
is  CA's  first  real  push  into  the  end- 
user  business. 

But  Methvin  has  been  surprising 
people  for  some  time.  By  selling  only 
to  high-volume  users  and  by  keeping 
manufacturing  costs  low,  he  has  been 
able  to  cut  his  own  prices  and  still 
keep  profits  high.  Since  1971  revenues 
have  grown  from  $2  million  to  $30 
million,  while  aftertax  profits  have  av- 
eraged a  healthy  9%  on  sales.  In  this 
fiscal  year  (through  June  30)  rev- 
enues are  estimated  at  $40  million, 
net  at  $4  million.  "In  some  cases  I  can 
undersell  my  competitors  and  still 
make  more  money  than  they  can," 
claims  Methvin. 

Methvin's  tight  controls  have  saved 
CA  from  some  of  the  mistakes  that 
proved  fatal  to  many  of  its  competi- 
tors. The  company  has  no  long-term 
debt,  and  Methvin  insists  that  he  can 
generate  enough  capital  internally  so 
that  he  need  not  even  think  of  equity 
offerings.  He  even  began  paying  a  div- 
idend last  year— almost  unheard  of  for 
a  small  growth  company. 

It  isn't  that  Methvin  lacks  for  prob- 
lems. For  example,  CA  is  being  sued 
by  Datapoint  Corp.,  another  mini- 
computer maker,  which  charges  that 


specialist,  "we  have  some  40  peo 
working  out  of  our  Larchmont  [N. 
offices.  One  thing  sort  of  leads  to 
other."  The  institute  now  turns  ( 
among  other  publications,  a  rnonf 
newsletter  for  executives  and  hi 
nessmen  at  $12  (50,000  subscribe] 
a  $12.95  Professional  Income  ', 
Guide  (35,000  sales  annually)  i 
stock  market  services  (Chartcraft, 
one).  It  also  owns,  with  others 
small  business  investment  corpc 
tion,  two  real  estate  investment  tn 
and  a  small  bank. 

What  impact,  we  wondered,  wo 
President  Carter's  announced  int 
tion  to  substantially  simplify  tax  fc 
preparation  next  year  have  on  be 
sales?  Says  Gray,  a  smile  grow 
across  his  face:  "We've  heard  that 
fore  from  earlier  Presidents.  No  doj 
they'll  make  a  little  headway."  II 
spite  the  fact  that  millions  more  p| 
pie  are  using  the  standard  deductl 
every  year,  Gray  is  not  worried.  "( 
business  continues  to  thrive.  An  eqi 
ly  large  and  growing  number  of  fa 
lies  have  more  than  one  source  of 
come  and  other  sources  of  income 
yond  salary,  so  there  just  has  to  hi 
sizable  level  of  complexity.  ■ 


its  trade  secrets  were  stolen  for  use 
the  new  system.  But  Methvin  is  ; 
concerned:  "The  Fireman's  Fund 
torneys  went  over  the  complaint  £ 
said,  'Go  ahead  and  buy.'  "  ■ 


Brash  Young  Man:  David  Methvin 
has  got  a  plum  minicomputer  order 
for  his  firm,  Computer  Automation. 
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Of  paper 


anes  and  prototypes 

dates  and 


siness 


Paper  planes  are  fun  to  talk  about,  but  the  difference 
between  promises  and  production  can  be  a  rude  awakening. 
Prototypes  sound  great,  but  testing  takes  years  and  can 
be  full  of  surprises.  In  the  real  world  of  actual  performance 
and  firm  delivery  dates,  you  can  get  delivery  on  only  one 
new,  truly  comfortable,  transcontinental  business  jet  in 
1977.  And  for  several  years  to  come. 

Lockheed  JetStar  II. 

It's  real.  It's  being  delivered  now. 
It's  ahead  of  the  others. 


For  more  information,  (.all  Bryan  Moss,  Lockheed-Georgia  Company,  (404)  424- i20b  Marietta,  CA  30063. 
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Midland-Ross 
increases  net  income 
for  fifth  consecutive  year. 


The  charts  tell  the  Midland-Ross 
growth  story.  Net  income  from  con- 
tinuing operations  is  up  for  the  fifth 
consecutive  year.  Shareholder 
dividends  are  up.  Net  income  as  a 
percent  of  shareholder  equity,  up. 
Net  sales  up  for  the  fifth  consecutive 
year.  Our  management  philosophy  is 
working  —  develop  leadership  posi- 
tions and  build  on  them. 

It's  true  in  each  of  Midland-Ross's 


four  basic  businesses.  We've  become 
one  of  the  nation's  largest  suppliers 
of  steel  castings  and  we're  expand- 
ing facilities.  The  addition  of  Stein- 
Surface  in  Europe  made  our  capital 
goods  group  the  world  leader  in  high 
temperature  industrial  furnaces  and 
heat  treating  equipment.  We're  using 
our  heat  technology  to  grow  in  new, 
non-traditional  Midland-Ross  capital 
goods  markets.  Our  electrical  products 


and  mechanical  controls  groups 
made  strong  gains  in  market 
penetration. 

So,  we're  on  the  move  and  indica 
point  to  another  strong  performar 
in  1977.  We've  become  an  excitin 
profitable,  growth  company.  We 
intend  to  stay  that  way.  If  you'd  I 
to  know  more  about  us,  write: 
Midland-Ross  Corporation,  55  Pi 
Square,  Cleveland,  Ohio  44113. 
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lorror  Story 


ojl  Erdman's  The  Crash  of  '79  is  one  of  those  (lis- 
ter stories  that  are  so  popular  today.  What  makes  this 
ist-seller  especially  gripping  is  the  fact  that  it  is  not  all 
at  farfetched. 

What  causes  this  fictional  economic  disaster  is  a  sud- 
;n  and  massive  withdrawal  of  Saudi  Arabian  money 
>m  U.S.  banks  at  the  very  time  when  the  U.S.  banks 
3  in  crisis  because  of  their  loans  to  the  poorer  countries 
the  world. 

Erdman  has  simply  carried  the  current  international  fi- 
ncial  situation  to  a  logical  and  terrifying  conclusion, 
it's  hope  it  doesn't  happen.  But  certainly  there  is  plenty 
worry  about. 

The  International  Monetary  Fund  reports  that  by  the 
d  of  1976  Saudi  Arabia  was  the  second-richest  coun- 
f  in  the  world,  behind  only  Germany.  At  the  end  of 
76  Germany  had  $34.8  billion  of  international  reserves 
oreign  currencies  and  gold.  Saudi  Arabia  had  $27  bil- 
n  of  reserves,  a  near-doubling  in  two  years.  In  a  year  or 
ro  Germany,  too,  may  be  left  in  the  dust  by  the  Saudis. 
We  tend  to  think  of  the  U.S.  as  having  tremendous 
wer  and  wealth.  But  our  holdings  of  foreign  exchange, 
Id,  special  drawing  rights  and  position  in  the  IMF 
e  a  sad  third,  with  reserves  at  the  end  of  last  year  to- 
ing  only  $18.3  billion. 

Among  the  other  oil-exporting  countries,  Iran  and  Ven- 
uela  experienced  a  massive  buildup  in  reserves  during 
74,  to  $8.4  billion  and  $6.5  billion,  respectively. 
Remember  this:  Iran  and  Venezuela  are  both  rather 
iall  nations.  Saudi  Arabia  is  smaller  still.  What  we  are 


seeing  is  the  world's  liquid  wealth  being  cornered  by  a 
handful  of  hitherto  unimportant  nations. 

Author  Erdman  scares  the  hell  out  of  us  by  imagining 
what  could  happen  if  the  situation  doesn't  change  soon. 
More  soberly,  the  Federal  Reserve  Bank  of  New  York 
warned  in  its  annual  report  that  while  private  bank  loans 
enabled  the  poorer  countries  "to  avoid  the  crushing  real 
adjustment  in  1976  that  some  observers  had  feared  .  .  . 
the  gross  financial  needs  of  these  countries  remain  substan- 
tial. For  some  countries,  doubts  were  developing  as  to  the 
sustainability  of  large  deficits,  and  questions  were  aris- 
ing concerning  the  prudence  of  continued  rapid  increases 
in  private  lending  in  the  absence  of  more  forceful  cor- 
rective measures." 

U.S.  banks  are  bearing  the  brunt  of  this  effort  to  re- 
cycle dollars  from  the  too-rich  Saudis  to  the  needy  na- 
tions. U.S.  banks  expanded  overseas  credits  by  $30  bil- 
lion last  year,  about  one-third  to  poor  countries.  The  mon- 
ey to  do  so  came  from  the  Euromarkets.  It  was  oil  money, 
in  short,  deposited  by  Saudis  and  other  oil-rich  who  are 
beggaring  the  poor  countries,  but  do  not  wish  to  shoul- 
der the  risk  of  lending  to  them.  To  be  blunt  about  it,  our 
banks  are  pulling  the  Organization  of  Petroleum  Export- 
ing Countries'  chestnuts  out  of  the  fire. 

How  long  will  this  go  on?  Not  long  enough,  one  must 
hope,  to  precipitate  the  Crash  of  '79  (or  '80  or  '81).  Fed- 
eral Reserve  Chairman  Arthur  Burns  has  made  it  clear 
that  he  thinks  U.S.  banks  should  take  it  easy  on  this  kind 
of  loan.  A  recycling  crisis  may  be  closer  than  most  of  us 
think— and  it  could  be  a  beaut.  ■ 
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Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  {U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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Woops! 

By  Ben  Weberman 

". . .  My  advice  to  those  who  can  use 
tax-exempt  income  is:  Buy  Now  . . ." 


ie  of  the  paradoxes  of  the  bond 
market  is  that  the  experienced  pro- 
fessionals frequently  behave  the  way 
the  proverbial  odd-lotters  are  sup- 
posed to  behave  in  the  stock  market. 
That  is,  they  are  nearly  always  wrong 
at  crucial  turns  in  the  market—selling 
heavily  at  bottoms,  buying  heavily  at 
tops.  This  doesn't  say  much  for  their 
perspicacity,  but  it  does  create  a  nice 
opportunity  for  individual  investors 
who  can  take  the  long  view. 

By  professionals,  I  mean  the  origi- 
nal buyers,  the  money  managers  who 
take  up  the  new  bond  issues  when 
they  come  to  market.  Perhaps  their 
emotionalism  is  only  natural,  consid- 
ering the  huge  sums  involved.  When 
prices  are  rising  and  profits  are  gen- 
erated by  inventories,  there  is  a  great 
urge  to  try  to  acquire  and  hold  more 
bonds.  That  sends  prices  higher  even 
faster.  But  when  a  turning  point 
comes,  there  is  a  mad  stampede  to 
sell  out  positions  because  no  one 
wants  to  be  caught  with  high  inven- 
tories in  a  declining  market. 

As  a  consequence,  most  market 
moves  go  much  further  than  warrant- 
ed by  basic  forces— the  economic  de- 
velopments, the  calendar  of  new  of- 
ferings or  the  amount  of  money  held 
by  institutions  for  long  investment. 

During  the  first  month  and  a  half 
of  1977,  tax  exempts  were  virtually 
immune  to  the  sharp  sell-offs  that  de- 
pressed the  markets  in  Treasuries, 
federal  agency  securities  and  cor- 
porates.  The  pessimism  that  infected 
the  rest  of  the  bond  market  didn't 
spread  to  the  tax  exempts.  The  buy- 
ers of  these  bonds  seemed  to  be  keep- 
ing a  cool  head. 

Long-term  Treasury  bond  prices 
were  collapsing  enough  to  raise  the 
yield  from  7.4%  at  the  start  of  Jan- 


uary to  7.7%  three  weeks  later,  and 
industrial  bonds  were  moving  from 
a  7.35%  level  to  7.9%.  Meanwhile,  the 
Bond  Buyer  index  of  the  return  on 
tax-exempt  issues  was  barely  shifting, 
moving  from  5.83%  to  5.9%.  Even  in 
February,  with  the  rest  of  the  bond 
market  in  full  retreat,  tax  exempts 
held  at  around  the  same  5.9%  level. 

Then  late  that  month  the  munici- 
pal market  cracked.  The  break  was 
precipitated  by  a  misjudgment  about 
the  pricing  of  a  new  issue.  On  Feb. 
23,  Washington  Public  Power  Supply 
System  (WPPSS,  which  dealers  pro- 
nounce "Woops")  marketed  $145-mil- 
Iion  generating  facilities  revenue 
bonds,  maturing  from  1989  to  2015. 
Proceeds  are  to  be  used  for  construe 
tion  of  nuclear  generating  facilities  in 
the  state  of  Washington.  It  was  a 
sound  issue.  Output  of  the  projects 
has  already  been  contracted  to  45  mu- 
nicipal customers  and  43  electric  co- 
operatives. Standard  &  Poor's,  there- 
fore, rates  the  debt  A-plus,  and 
Moody's  calls  it  A-l.  Those  are  pret- 
ty good  ratings. 

Bad  Timing 

Underwriters  who  won  the  issue  at 
competitive  bidding  priced  the  bonds 
for  resale  to  yield  from  5%  in  1989 
to  5.75%  in  2001  on  the  serial  portion 
of  the  offering  The  31-year  bonds  due 
in  2008  were  priced  at  100  with  a 
5.9%  coupon,  and  the  38-year  bonds 
due  in  2015  were  also  priced  at  100 
with  a  6%  coupon. 

Sound  good?  It  would  have  been 
but  for  a  bit  of  bad  timing.  Just  about 
the  time  Woops  came  to  the  market, 
two  similar  issues  hit  the  market  too: 
$100-million  Platte  River,  Colo,  water 
authority  bonds  and  $210-million 
South  Carolina  Public  Service  Author- 
ity electric  refunding  revenue  bonds. 
Platte  carries  a  rating  of  A-plus  from 
S&P,  while  South  Carolina  is  just  a 
small  notch  better  at  AA. 

The  trouble  was  that  South  Caro- 


lina PSA  and  Platte  water  authori 
are    considered    substantially  bett 
credits,  even  though  Woops  is  also 
good  credit.  For  this  reason,  the  I 
return  on  the  Woops  bonds  due 
2015  was  not  attractive  against  ti 
5.93%  on  Plattes  maturing  in  2012 
the  6%  on  South  Carolina  bonds 
2016.   Therefore,   the   big  investo 
spurned  the  Woops. 

The  Price  Dam  Breaks 


Within  hours  after  the  issue  can 
to  market,  the  underwriters  deeid< 
to  cut  and  run  rather  than  buck  tl 
resistance.  They  terminated  und« 
writing  price  agreements  which  cor| 
mit  members  of  the  syndicate  \ 
maintain  the  original  price.  The  pri<j 
of  each  maturity  dropped  with  a  thu 
In  a  few  days  the  5.9s  of  2008  f(j 
from  100  to  96%  where  the  yield 
6.12%  and  the  6s  of  2015  showed  the( 
competitive  vulnerability  by  sinkirj 
to  97%  where  the  yield  to  maturity 
6.17%.  The  underwriting  syndicai 
lost  millions  of  dollars. 

That  did  it.  The  entire  tax-exemj 
market  dried  up.  Dealers  who  had  fe 
serene  with  their  $l-billion-inventol 
position  a  day  earlier  began  to  fe^ 
uneasy.  They  began  cutting  invei) 
tories.  Prices  dropped  right  across  tfl 
board.  The  Bond  Buyer  yield  ind^ 
rose  to  5.92%  from  5.83%. 

As  a  result  there  are  some  very  mfl 
yields  around  in  the  tax-exempt  mai 
ket— Woops  bonds  prominently  anion 
them.  It's  my  feeling  that  tax-exemti 
bonds  will  outperform  the  rest  of  tn 
bond  market  this  year.  Why?  In  pal 
because  the  Tax  Reform  Act  C 
1976  has  further  reduced  the  viabill 
ty  of  rival  forms  of  tax  shelter,  makin 
tax-exempt  bonds  one  of  the  la 
safe  refuges  for  those  in  very  high  ta 
brackets.  The  present  low  prices  il 
this  market  reflect,  not  underlyin 
market  forces,  but  professional  pani{ 
My  advice  to  those  who  can  use  ta 
exempt  income  is:  Buy  Now.  ■ 
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Vve  got  no  tanked  tigers,  but  we're  high  on  extra  dimension 
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How  many  times  has  the  water  been 
used  before  it  gets  to  your  house? 


Thousands  of  times,  and  probably 
more. 

Why?  Because  the  same  finite 
amount  of  water  has  been  supplying 
our  planet  ever  since  life  began. 
It  stocks  our  rivers,  lakes,  and  oceans, 
evaporates,  and  falls  to  earth  again. 
It's  all  the  water  we  can  have. 

So  this  inelastic  supply  has  to 
serve  our  needs  over  and  over  again. 
And  therein  lies  the  problem:  our 
modern  populous  communities  are 
adding  pollutants  to  water  faster 
than  nature  can  purify  it.  Man  must 
take  over  an  ever  larger  share  of 
the  responsibility. 

A  number  of  FMCs 
environmental  capabilities  are 
devoted  to  solving  water  use 
problems.  Example:  waste  treatment 
systems  which  remove  pollutants 
from  the  used  water  of  entire 
municipalities,  or  of  individual 
schools,  factories,  hotels,  hospitals, 
residential  complexes. 


FMC  has  developed  a  pure 
oxygen  process  to  speed  the 
treatment  of  wastewater,  a  hydrogen 
peroxide  process  which  removes  the 
obnoxious  odors  occurring  in  sewage 
treatment,  chemicals  to  control 
algae  in  swimming  pools,  chemicals 
to  prevent  scales  in  industrial 
boiler  systems. 

It  is  not  how  many  times  water 
is  used  or  re-used  that  counts,  but 
what  happens  between  usages  to 
protect  its  quality. 

FMC  serves  worldw  ide  markets 
not  only  for  environmental 
equipment,  but  for  food  and 
agricultural  machinery,  industrial  and 
agricultural  chemicals,  material 
handling,  construction  and  mining 
equipment. 

For  a  folder  describing  FMCs 
machi  nervy  chemical  capabilities,  please 
write  FMC  Corporation.  200  East 
Randolph  Drive,  Chicago  60601.  Or  call 
800-621-4500  'in  Illinois:  312-661-5900). 


-FMC 


Not  your  typical  Hollywood  couple. 
But  soon  they'll  be  movie  stars. 

Raggedy  Ann  and  Raggedy  Andy. 

Remember  them  from  childhood?  Now 
those  golden  memories  are  coming  to  the  silver 
screen,  so  you  can  enjoy  them  again  with  your 
children. 

Ann  and  Andy  star  in  a  delightful  new 
animated  movie  along  with  their  lovable 
nursery  pals. 

The  Camel  with  the  Wrinkled  Knees. 
Babette  and  the  Gazooks.  King  Koo  Koo  and 
the  Loonie  Knight.  The  pirate  Captain  and 
Queasy,  his  parrot. 

They're  being  brought  to  life  by  Richard 
Williams,  Oscar-winning  director  of  Dickens' 

Raggedy  Ann,  Raggedy  Andy,  the  Camel  with  the  Wrinkled  Knees,  Babette.  the  Gazooks,  King  Koo  Koo,  the  Loonie  Knight, 
the  pirate  Captain  and  Queasy  are  trademarks  of  The  Bobbs- Men-ill  Company,  Inc 

International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York,  N  Y 
  J 


"Christmas  Carol."  With  songs  by  Grammy 
and  Emmy  awards  winner  Joe  Raposo,  the 
music  man  who  made  "Sesame  Street"  sing. 
And  screenplay  by  Patricia  Thackray  and 
Max  Wilk. 

"Raggedy  Ann  &  Andy"  is  brought  to  you 
by  Bobbs-Mernll,  the  publishing  people  of  IT1 

It  is  being  released  around  Easter  time— a 
kind  of  love  song  to  some  favorite  dollies  that 
wed  like  to  share  with  another  generation  of 
boys  and  girls 

The  best  ideas  are  the    |  1 1 1 1 1 1 
ideas  that  help  people.  Ill 
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The  Dry  Hole  Charlie 
Leading  Indicator 

By  Thomas  P.  Murphy 

". . .  Management  was  not  necessarily  unhappy 
about  the  low  price  of  'our'  stock  . . ." 


Hole  Charlie  puffed  into  my  of- 
3  other  day.  "Mr.  Murphy,"  my 
xy  said,  "that  gopher-hole 
an  is  here  to  see  you." 
n,"  Charlie  announced,  "I  can't 
1  into  our  summer  drilling  pro- 
We're  sold  out.  Sold  out!" 
>n't  want  in." 

rlie  overlooks  minor  sales  resis- 
"Maybe  our  fall  program." 
irlie,  you  know  I  don't  go  for 
I  gas  deals.  I  don't  understand 
Last  one  you  showed  me,  we 
d  nine-eighths  of  it  you  had  al- 
pven  away.  Even  if  you  win  you 
th  a  deal  structured  like  yours." 
rlie  ignores  taunts  too:  "Let  me 
i  our  drilling  program." 
tened,  waiting  for  my  favorite 
[  liked  the  bit  about  his  partner 
in  Texas,  a  man  of  Rockefeller- 
tuteness  and  Lincolnesque  in- 
.  But  the  high  point  is  Charlie's 
1st. 

I  man  is  a  witch,"  Charlie  en- 
.  "He  can  smell  oil  in  the  crank- 
a  cab  on  Fifth  Avenue." 
1  mean,  Charlie."— I  feigned 
t— "you  really  cannot  get  me  in- 
summer  program?" 
3ar  to  God,  Tom."  He  glanced 
r  at  my  acoustical  tile  ceiling. 
•  to  God  we're  sold  out." 
lenly  I  believed  him.  Charlie 
id  out  his  oil  and  gas  deal  for 
timer.  And  it  wasn't  because  of 
inter's  gas  shortage.  Last  year 
:  had  his  OPEC  story,  and  the 
jlter  story  before  that.  Charlie 
jpe.  When  Charlie  sells  out  his 
•f  merchandise,  it  means  that 
restors  are  hoping  again, 
lakes  a  difference,  and  it  fits 
rjme  things  that  are  happening 
venture  capital  world. 

corporate  acquisition  people 
gating   the   bushes    again  for 

irphy  heads  a  venture  capital  firm, 
ship  Dankist,  Stamford,  Conn. 


things  to  buy.  One  of  them  confides  to 
me:  "XYZ  Corp.  is  cash  heavy.  We're 
going  to  buy  some  companies  or  give 
the  money  to  the  IRS."  Chuckle. 

Then  you  look  at  prices  of  smaller 
companies,  some  of  the  not-so-glam- 
orous companies  trading  on  the  Amex 
or  traded  over-the-counter.  Lots  of 
them  are  selling  at  three,  four  and  five 
times  this  year's  likely  earnings  and 
well  below  book  value.  But  the  cor- 
porate acquisition  people  talk  eight 
and  ten  times  earnings.  They  will  pay 
even  more  for  growth  companies. 

How  do  you  reconcile  these  con- 
tradictions? How  can  a  stock  sell  at 
three  times  earnings  when  there  are 
companies  around  willing  to  pay  twice 
that?  More  important,  how  do  you 
make  money  from  this  disparity? 

First,  why  the  low  prices? 

Because,  for  one  thing,  common 
stock  is  a  product  like  any  other  and 
if  there  is  nobody  around  to  push  it, 
then  there  is  not  much  demand. 

Why  doesn't  management  do  some- 
thing? Don't  they  want  higher  stock 
prices?  Until  recently,  I  would  have 
naively  said,  "Of  course  they  do."  A 
couple  of  things  have  happened  that 
make  me  wonder. 

No  Sale 

Recently,  I  found  a  prospective 
buyer  for  a  company  I  have  a  minori- 
ty interest  in.  Its  stock  is  trading  at 
around  three  times  this  year's  antici- 
pated earnings.  The  buyer  was  will- 
ing to  talk  in  terms  of  eight  to  ten 
times  those  earnings.  To  my  puzzle- 
ment, I  found  the  company's  president 
unenthused  about  negotiating  and 
when,  sulkily,  he  did  agree  to  meet 
the  prospective  buyer,  it  was  only  to 
tell  him  that  "we  aren't  for  sale  at 
any  price." 

I  do  not  know  where  he  got  that 
"we."  My  shares  are  for  sale,  and 
eight  times  earnings  will  do  it. 

Then  some  things  began  to  fit  to- 


gether. The  president's  high  salary,  the 
regular  ritual  of  voting  options  for 
management,  and  the  protection  "we" 
created  a  few  years  ago  by  staggering 
the  election  of  the  board  members  to 
forestall  "unfriendly"  takeovers. 

Management,  I  sadly  realized,  was 
not  necessarily  unhappy  about  the 
low  price  of  "our"  stock  and,  with  the 
growing  thicket  of  legal  fiddle  faddle 
surrounding  unfriendly  takeovers,  did 
not  feel  threatened,  either. 

Of  course,  when  managements  are 
threatened  they  move.  Milgo  is  a  cur- 
rent example.  Faced  with  a  takeover, 
management,  rather  than  fighting, 
concentrated  on  getting  the  price 
up.  When  the  fevered  bidding  was 
over  for  that  fine  little  electronics 
company,  the  stock  had  nearly  dou- 
bled in  price.  Virtually  ignored  but 
interesting,  was  a  takeover  threat  to  a 
small,  publicly  traded  venture  cap- 
ital company,  Continental  Capital  of 
San  Francisco.  Its  management  re- 
sponded to  a  takeover  threat  by  offer- 
ing shareholders  the  chance  to  sell 
their  shares  back  to  Continental  on  a 
progressive  basis  beginning  at  60%  of 
net  asset  value  this  year  and  running 
to  80%  in  1981. 

What  this  adds  up  to  is  that  the 
contradiction  between  many  compa- 
nies' stock  market  value  and  their  val- 
ue to  an  acquirer  will  eventually  be 
reconciled.  It  will  be  reconciled 
through  takeovers,  or  the  threat  of 
them,  through  cash-rich  companies  re- 
purchasing their  own  shares  (even 
IBM  is  doing  it)  and  by  management 
drumming  up  market  interest. 

It  is  no  longer  easy  to  find  analyti- 
cal information  on  smaller  companies, 
but  it  may  well  be  worth  the  effort. 
That  is  where  the  bargains  are.  It 
also  takes  confidence  to  buy  their 
stock,  and  confidence  to  hold  it,  but 
if  the  Dry  Hole  Charlie  Index  of  In- 
vestor Confidence  is  a  leading  indica- 
tor, confidence  is  oozing  back.  ■ 
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Rebellion  In  The  Ranks 


By  Heinz  H.  Biel 


". . .  Many  managements  forget  that  it  is  the  shareholders 
who  own  the  business  and  that  they  must  be  treated 
with  the  consideration  they  deserve  . . ." 


Hhere  were  2,624  dividend  increases 
last  year,  59%  more  than  in  1975.  The 
pace  of  div  idend  increases  is  not  only 
continuing  this  year,  but  even  accel- 
erating. What's  going  on?  Are  profits 
that  good  and  the  earnings  outlook 
that  favorable?  Yes,  earnings  have 
been  rising  nicely  for  a  great  many 
companies,  and  the  outlook  suggests 
even  better  results  this  year.  But  there 
is  more  to  it  than  just  that. 

The  flood  of  dividend  increases  is 
tin  corporate  response  to  rebellious  in- 
vestors who  want  and  need  a  tangible 
investment  return.  The  concept  of 
total  return,  i.e.,  dividend  yield  plus 
the  rate  of  growth,  is  fine  in  theory, 
I  nit  when  it  is  used  to  camouflage 
multiples  that  are  too  high  and  div- 
idends that  are  too  low,  the  investor 
becomes  disillusioned,  to  put  it  mildly. 

The  day  of  reckoning  for  the  pro- 
moters of  the  total-return  concept  be- 
gan  about  four  years  ago.  Since  then 
the  institutional  investor,  who  now 
completely  dominates  the  scene,  does 
not  buy  it  any  more.  He  has  been 
hi  li  ned  too  badly.  Growth  is  fine,  to 
be  sure,  provided  one  doesn't  overpay 
for  it.  Suddenly  the  high  and  ultra- 
secure  yields  on  top-quality  bonds 
started  to  look  very  appealing.  And 
they  are  difficult  to  match.  Further- 
more, institutions  with  liabilities  in 
fixed  dollar  amounts,  such  as  pensions 
and  life  insurance,  does  not  have  to 
be  as  concerned  about  inflation  pro- 
tection as  is  the  individual  investor. 

Despite  the  recent  liberalization  of 
dividend  payments,  the  average  com- 
mon stock  still  yields  only  about  half 
as  much  as  a  double-A-rated  bond. 
In  other  words,  the  prospective  stock 
buyer  still  has  to  figure  in  the  "total 
return,"  but  to  a  much  smaller  de- 
gree. Shareholders  insist,  more  and 

Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 


more,  on  receiving  an  adequate  share 
of  a  company's  profits.  Individuals 
who  pay  income  taxes  may  not  feel 
so  strongly  about  cash  dividends.  In 
fact,  many  prefer  long-term  capital 
gams,  which  are  taxed  less  severely, 
but  even  this  view  is  undergoing  a 
change,  as  the  holding  period  has 
been  lengthened  to  nine  months  this 
year  and  to  12  months  in  1978. 

Stingy 

There  is  no  excuse  for  a  parsimo- 
nious dividend  policy,  and  investors 
are  right  in  making  their  displeasure 
know  n.  Of  course,  a  young  and  rapid- 
ly growing  company  should  retain  a 
larger  portion  of  its  earnings  than  a 
mature  and  financially  solid  enterprise 
But  when  a  company  like  Walt  Dis- 
ney, whose  growth  has  slowed  down 
markedly  and  whose  cash  holdings  of 
well  over  S100  million  are  far  in  ex- 
cess of  all  current  and  long-term  lia- 
bilities, raises  its  cash  dividend  rate 
all  the  way  from  12  cents  to  16  cents 
a  year,  barely  1%  of  last  year's  earn- 
ings, this  is  not  a  reflection  of  man- 
agement's financial  conservatism  but 
of  its  disregard  of  the  public  share- 
holders' legitimate  rights. 

IBM,  w  hich  has  been  cultiv  ating  its 
stockholder  relations  for  many  years, 
now  has  a  liberal  payout  rate  of  over 
50'?.  In  addition,  it  is  using  surplus 
cash  to  buy  in  a  hunk  of  its  own 
stock,  which  should  absorb  whatever 
stock  may  have  been  overhanging  the 
market.  This  is  a  sensible  approach 
that  benefits,  and  will  be  welcomed 
by,  all  IBM  shareholders. 

Even  a  growth  company  that  has  to 
husband  its  financial  resources  can  en- 
dear itself  to  its  shareholders.  Georgia- 
Pacific  is  a  good  example.  For  more 
than  20  y  ears  it  has  supplemented  its 
modest  cash  payments  with  stock  div- 
idends. No  wonder  the  stock  enjoys 
an  above-average  multiple  of  15. 

Winn-Dixie  Stores  has  increased 
its  dividend  rate  year  after  year  for 
33  years,  which  I  believe  to  be  a  rec- 
ord.   The   controlling   Davis  family. 


which  presumably  is  not  in  neec 
cash  div  idends,  largely  holds  the 
div  idend  Class  B  stock  that  is  con 
tible  into  common  at  increasing  ra 
Such  consideration  for  the  pu 
stockholders  has  paid  oft  for  W\ 
Dixie,  whose  stock  reached  a  new 
time  high  last  December  and  has 
highest  P/E  ratio  among  the  inv 
ment-grade  grocery  chain  stocks. 

By  contrast,  Crown  Cork  6-  i 
has  not  paid  a  dividend  since  the  fl 
nelly  management  took  over  coil 
m  1956.  The  frequently  stated  ini 
tion  is  not  to  pay  cash  dividends, 
to  build  up  the  equity  by  reinves 
all  earnings  in  the  growth  of  the  q 
ness  and  using  surplus  cash  to  hw 
the  company's  stock.  In  spite  of  ste 
earnings  growth,  the  stock  has  q 
little  for  investors  the  past  five  of 
years.  It  now  sells  at  a  lowly  m) 
pie  of  seven,  which  in  no  way  refl 
Crown's  superior  results. 

Building  Goodwill 

A  company  should  retain  suffifi 
earnings  to  finance  its  internal  grot 
If  it  wants  to  make  an  acquisitio 
expand  into  new  and  unrelated  fi< 
such    ventures    should    be  final 
v  ith  fresh  money  and  not  by  eoer 
present  shareholders  to  reinvest 
reinvest.    Many  managements  fc 
that  it  is  the  shareholders  who 
the  business  and  that  they  nuis 
treated  with  the  consideration 
deserve.  It  takes  a  long  time  to  1 
up  goodwill,  but  it  takes  no  tim 
all  to  lose  it. 

This  aspect  of  the  investment  * 
is  becoming  increasingly  importar 
addition  to  reviewing  a  comp; 
performance  over  a  period  of  1 
greater  attention  should  be  paid  t 
dividend  policy.  If  there  is  any 
deuce  of  a  conflict  of  interest  bet\ 
the  public  shareholder  on  the 
hand  and  management  on  the  o 
it  is  best  to  avoid  the  stock.  ■ 

Mr.  Hooper  is  traveling  in  the  Pi 
His  column  will  be  in  the  Apr.  15 
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1.  There  are  36  million  jobs 
in  America's  industry. 

2.  They'd  all  stop  tomorrow 
if  energy  stopped  coming. 

3.  The  biggest  part  of  that  energy 
comes  from  Natural  Gas. 


It's  as  simple  as  1,2,3. 
Getting  more  gas 
can't  wait  any  longer. 
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The  Oat-Burners  Are  Back 


By  Stanley  W.  Angrist 

. .  The  tractor  and  the  auto  have  had  a 
devastating  effect  on  the  oat  crop  . . ." 


^Jentlenien  do  not  trade  oats. 
Why  not?  No  one  I  know  is  quite 
sure  where  this  saying  came  from  or 
w  hat  it  means,  but  it  has  been  heard 
in  the  trading  pits  since  .  .  .  well,  for- 
ever. One  guess  on  its  meaning  is 
that,  because  the  oat  market  is  pretty 
thin,  the  chance  of  getting  hurt  by- 
violent  price  swings  on  low  volume  is 
high.  Well,  maybe  gentlemen  should 
stay  away  from  oats,  but  they  can  be 
an  interesting  trading  vehicle  for  the 
rest  of  us.  Especially  when  they  are 
trained  up  with  corn. 

Although  oats  is  a  large  domestic 
crop  in  terms  of  bushels  produced,  it 
has  no  large  cash  value.  Most  oats 
are  used  as  feed  on  the  farm  where 
they  are  grown.  The  high  point  in 
volume  was  achieved  in  the  mid- 
1940s,  when  animal  oat  production 
reached  1.5  billion  bushels  (about 
equal  to  the  current  soybean  crop) 
.ind  they  made  up  more  than  20S?  of 
the  U.S.'  total  feed  grain  production. 
The  oat  crop  today  is  about  700  mil- 
lion bushels,  less  than  7%  of  our  total 
feed  grain  production. 

Where  did  all  those  oats  go?  They 
went  out  with  the  horses.  There  were 
25.7  million  "oat-burners"  in  1920, 
but  by  1960  the  number  had  dropped 
to  less  than  3  million.  The  tractor 
and  the  auto  have  had  a  devastating 
effect  on  the  oat  crop.  Over  the  past 
five  years,  however,  there  has  been  a 
resurgence  in  oat  prices— for  two  prin- 
cipal reasons.  First,  all  grains  moved 
up  in  price  when  the  Russians  first 
started  to  buy  our  wheat  in  the  early 
1970s.  But  the  most  telling  factor  has 
been  the  growth  in  the  pleasure- 
horse    population— the    oat-burner  is 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie Mellon  University  and  has  written 
a  hook  on  commodities. 


back,  not  as  a  farm  animal  but  as 
a  riding  horse.  The  U.S.  Department 
of  Agriculture  has  estimated  that  in 
recent  years  more  than  20%  of  the  oat 
crop  has  been  fed  to  horses.  Oik 
USDA  statistician  came  up  with  the 
cocktail  party  quote-of-the-year  when 
he  allowed,  "There's  an  inelastic  de- 
mand for  pleasure-horse  oats."  In 
plain  English,  horses  must  eat  and 
nothing  is  too  good  for  "dobbin." 

A  bushel  of  oats  weighs  32  pounds. 
437<  below  corn's  56  pounds.  Corn  al- 
so happens  to  fatten  livestock  better 
than  oats  do,  so  with  these  two  fac- 
tors oats  have  been  historically  priced 
at  an  average  of  52%  of  corn  on  a 
per-bushel  basis.  Actually,  the  ratio 
swings  like  crazy.  In  1945  the  ratio 
was  less  than  35%  and  in  the  spring 
of  1975  the  ratio  shot  up  to  67^. 
These  numbers  and  the  chart  below 
should  make  it  clear  that  the  trad- 
ing of  the  oats/corn  spread  can  be 
exciting.  You  can  lose  money  very 
quickly. 

The  corn  market  has  weathered 
reasonably  well  three  successive  bear- 


Teeter-Totter 

Historically  high,  the  oats/corn 
premium  dipped  in  February,  then 
headed  back  up. 


—     Premium— two  bushels 

of  oats  over 
80-        bushel  of  corn 

duly  '77  contracts) 


2  6  16  23  30  6  13  20  27  3  10  17  24 
I    DEC.  I    I  JAN.  '77   I    I  FEB. 


ish  USDA  reports  this  winter.  Fj 
the  1976  corn  crop  was  revised" 
ward;  second,  the  1977  plantinj 
tentions  report  indicated  that  fan) 
were  going  to  increase  their  corn 
age  this  spring  by  one-half  of 
third,  record  stocks  of  corn  weH 
hand  Jan.  1,  up  95?  from  a  year 

Stop  At  20  Cents 

Fortunately,  the  record  crop  hi 
been  a  problem  because  exports  1 
been  running  at  a  strong  pace  des 
problems  with  ice  on  the  Missis; 
waterways.  The  frigid  weather  of 
uary  and  February  was  also  basii 
bullish  for  corn  usage.  Animals 
eat  more  just  to  maintain  weigj 
cold  weather  and  so  the  big  f 
could  have  added  100  million  buj 
to  overall  feed  consumption.  Al 
this  provides  evidence  to  support 
view  that  corn  prices  are  stabilize 

But  what  about  oats?  They  are 
near  their  historic   high  relativi 
corn— selling  at  a  price  of  around 
of  corn.  In  the  past  they  have 
been  able  to  sustain  that  ratio  for 
long.  Farmers  have  indicated  that 
will  increase  their  oat  plantings  iij 
northern  tier  of  states  as  they  resjj 
to  the  relatively  high  price  that 
now  command.  This  will  begin  t< 
crease  the  supply  of  oats  begin 
around  July. 

This  set  of  circumstances  bring 
to  a  trade  that  reflects  both  the  1 
nical  and  fundamental  consideraj 
of  the  current  oat  and  corn  mar 
The  trade  is  one  in  which  one 
one  contract  of  July  corn  and 
two  contracts  of  July  oats,  with) 
premium  for  the  oats  exceeding 
cents  per  bushel.  (Two  contract 
oats  are  sold  to  reflect  the  w  eight 
ference  between  a  bushel  of  oats 
a  bushel  of  corn. )  As  the  new  cro 
oats  begins  to  be  harvested,  the 
mium  on  oats  could  shrink  b! 
much  as  40  cents  ($2,000).  I  vJ 
not  risk  more  than  20  cents  ($1,1 
from  the  level  at  which  I  placet 
spread.  ■ 
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Borg-Warner  sales  and 
earnings  set  records  in  1976: 
another  strong  year 
seen  for  77. 


Borg-Warner  Corporation  announced 
record  sales,  earnings,  and  dividends 
in  1976,  with  earnings  up  84  percent 
over  1975  on  a  sales  increase  of 
14  percent.  The  results  in  brief: 


(Millions  exce 

pt  per  share  data)  1976 

1975 

Net 

sales 

$1,862.4 

$1,639.0 

Net 

earnings 

81.7 

44.5 

Earned 

per  share 

$  4.21 

$  2.31 

The  results  were  especially  encouraging  in 
view  of  a  charge  for  foreign  currency  losses 
of  $12.2  million,  or  630  a  share. 

HOW  WE  DID  IT: 

Company's  five  operating  groups  all  shared 
in  record  results: 

Air  conditioning:  New  energy-efficient 
products  and  strong  export  sales  boosted 
volume  12%.  Mew  products  coming:  auto 
rotary  compressor;  demand  control  system 
for  big  buildings  that  maintains  cooling 
while  cutting  power  costs. 
Borg-Warner  Chemicals  came  back 
from  1975  loss  to  substantial  profit,  on  43% 
gain  in  sales.  Demand  for  Cycolac®  ABS 
plastics  and  specialty  chemicals  continues 
strong.  Capacity  expansion  under  way  out- 
side U.S. 

Financial  services:  BWAC  net  income 
rose  32%  to  $10  million  on  1 1%  gain  in  reve- 
nues. Group's  basic  business,  financing 
wholesale  and  retail  receivables,  continues 
to  grow,  and  BWAC  is  becoming  a  major 
factor  in  leasing  big  equipment. 
Industrial  products:  Energy,  Morse  Chain 
divisions  shared  in  big  earnings  gain  on  8% 
sales  rise.  Energy  group  benefited  from 
worldwide  boom  in  energy  production,  dis- 


SALES  OP  14% 

EARNINGS  OP  84% 

$1.86* 

$1.64* 

1976 

1975  1976 

NET  SALES 

NET  EARNINGS 

*billions  of  dollars 

*millions  of  dollars 

tribution.  Morse  sees  higher  demand  for  au- 
tomotive drive  chain,  new  industrial  roller 
bearings. 

Automotive  equipment:  Strong  car, 
truck,  farm,  replacement  markets  boosted 
sales  of  group  12%;  earnings  rebounded 
from  1974-75  dip.  Group  now  ready  to 
share  in  higher  demand  for  four-wheel 
drive,  front-wheel  drive, plus  improved  con- 
struction and  industrial  markets. 

DIVIDEND  RAISED: 

The  common  dividend  was  raised  l81/2%  in 
the  third  quarter,  from  $1.35  to  $1.60  annu- 
ally, based  on  confidence  in  the  outlook 
plus  strong  1976  performance. 

OUTLOOK  FAVORABLE: 

Borg-Warner  expects  sales  above  $2  billion 
in  1977,  and  profits  high  enough  to  boost 
share  earnings  to  a  new  record  on  the 
higher  number  of  shares  outstanding. 

The  company  is  working  on  higher  profit 
margins  to  achieve  improved  return  on 
equity.  1977-78  capital  spending  to  be  a 
record  $200  million,  financed  internally. 

WANT  THE  FULL  STORY? 

For  your  free  copy  of  1976  Annual  Report, 
write  Terry  Wilson,  Manager  Investor  Rela- 
tions, Suite  G,  200  S.  Michigan  Avenue, 
Chicago,  Illinois  60604. 


BORGJCWARNER 
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The  New  Era 

By  Myron.  Simons 

". . .  Accounting  will  scramble  earnings  reports  beyond 
recognition.  The  real  question  is  how  seriously 
the  stock  market  will  take  the  new  data  . . ." 


^5  uppose  that  you  were  talking  to  the 
chairman  of  the  board  of  one  of  the 
largest  companies  in  the  U.S.  and  that 
you  asked  him  what  his  company's 
earnings  were  for  last  year.  What  if  he 
scratched  his  head  and  said,  "Well, 
we  had  a  pretty  good  year  and  we 
earned  either  $8  a  share  or  we  had  a 
deficit."  Who  does  this  guy  think  he's 
talking  to?  But  before  you  get  mad, 
keep  in  mind  that  it  could  be  the  kind 
of  answer  you  would  get  from  the 
heads  of  our  leading  corporations. 

The  reason  is  the  newest  witch's 
brew  being  handed  to  us  by  accounts 
via  an  SEC  ruling.  It  is  called  re- 
placement-cost accounting.  It's  sup- 
posed to  tell  us  what  the  true  charge 
for  depreciation  would  be  if  compa- 
nies had  to  replace  their  plant  and 
equipment  at  present  inflated  prices 
rather  than  at  the  figures  they  car- 
ry on  their  books. 

Ignore  It 

Naturally,  the  larger  and  more  com- 
plicated the  plant  and  equipment,  the 
bigger  the  extra  charge.  So  big,  in 
fact,  that  many  companies  would 
have  profits  wiped  out  and  actual- 
ly be  thrown  into  a  deficit.  We've  al- 
ready seen  the  results  of  the  new 
method  of  treating  currency  changes 
that  resulted  in  so  many  write-downs 
or  write-ups  that  they  made  earnings 
statements  almost  meaningless.  De- 
preciation accounting  is  just  the  final 
step  by  which  accounting  will  scram- 
ble earnings  reports  beyond  recogni- 
tion [for  more  on  these  topics,  see  cov- 
er story,  p.  37— Ed.]. 
,  The  real  question  is  how  seriously 
the  stock  market  will  take  this  new 
set  of  data.  It's  to  be  hoped  that  it 
will  just  ignore  it.  After  all,  if  a  com- 
pany has  to  take  a  much  larger  de- 


Mr.  Simons  is  director  of  research  at  the 
securities  firm  of  Weeden  ir  Co. 


preciation  charge,  the  other  side  of 
the  coin  is  that  its  plant  and  equip- 
ment is  really  worth  a  lot  more.  So, 
shouldn't  we  also  write  up  the  fixed 
assets  to  the  point  where  book  val- 
ues would  soar?  Unfortunately,  mod- 
ern security  analysis  virtually  ignores 
book  value  in  its  obsession  with  per- 
share  earnings,  but  if  we  take  only 
the  liabilities  and  none  of  the  bene- 
fits, we've  got  to  come  up  with  the 
wrong  conclusion.  It's  been  difficult 
enough  to  struggle  with  price/ earn- 
ings relationships.  Just  imagine  how 
confusing  it  will  be:  Not  only  will  we 
have  to  think  about  what  multiples  to 
assign,  but  also  about  what  earnings 
to  assign  them  to. 

Of  course,  the  high-multiple  stocks 
are  likely  to  be  the  most  affected  by 
the  change.  It  was  only  five  years  ago 
that  they  were  the  so-called  one-de- 
cision stocks  and  the  darlings  of  the 
large  pension  fund  managers.  The 
reasoning  was  that  their  earnings  were 
going  to  grow  constantly,  that  they 
could  be  put  into  portfolios  in  huge 
quantities  and  simply  forgotten.  It 
turned  out  to  be  a  false  theory.  Un- 
fortunately, the  portfolios  of  the  big 
funds  are  still  loaded  with  glamour 
stocks  and  will  require  a  considerable 
amount  of  reappraisal. 

It  all  adds  up  to  the  strong  prob- 
ability that  the  public  investor  will 
outperform  institutional  managers  this 
year.  First,  smaller  companies  aren't 
yet  required  to  use  depreciation  ac- 
counting. Second,  low-multiple  stocks 
are  less  likely  to  be  damaged  by 
doubts  about  the  true  state  of  their 
earnings.  And  third,  the  one  figure 
that  is  unquestionable  is  dividend 
payments.  So  any  stock  which  pays  a 
generous  yield  will  offer  at  least  one 
hard  fact  you  can  count  on. 

In  short,  we  are  entering  a  new 
stock  market  era,  with  different  stocks 
likely  to  come  to  the  fore. 

Let's  go  a  bit  further  with  our 
search  for  investment  areas  where 
there  is  less  reason  for  doubt.  The  Car- 


ter Administration  has  made  no  bd 
about  the  fact  that  it  will  pinpi 
sectors  of  the  economy  in  need 
help.  One  such  area  has  been  ope 
up  by  the  natural  gas  crisis,  wl 
should  mean  a  scramble  by  manS 
ments  using  natural  gas  to  con1 
to  an  alternate  source  of  enel 
probably  coal.  The  Administration  i 
probably  be  behind  such  a  convers 
perhaps  with  tax  benefits  or  mo 
grants.  There  aren't  many  compai 
left  which  can  supply  such  things 
stokers  and  other  coal-using  eq( 
ment.  They  should  have  good  h| 
ness  for  some  years  to  come. 

Babcock  &■  Wilcox  (29)  is  onaj 
the  oldest  and  largest  producer^ 
steam-generating  and  related  eq\ 
ment,    with   sales  approaching 
bdlion-and-three-quarters  mark, 
should  benefit  from  any  conversioi 
coal  or  a  resumption  of  attentioij 
the  nuclear  area.  Earnings  this 
are  likely  to  exceed  $5  a  share. 

Foster  Wheeler  (38)  is  not  oiv 
large  factor  in  producing  genera 
equipment,  but  also  has  a  large  si 
in  liquefied  natural  gas.  Its  per-sl 
earnings  have  increased  every  ; 
since  1968,  and  this  year's  pr 
could  be  over  $5.25. 

Growth  Area 

One  of  the  best  things  about 
ural  gas  is  that  it  is  a  nonpollu 
fuel.  Conversion  to  coal  will  drai 
ically  increase  the  need  for  air-pt 
tion  control.  In  addition,  the  empri 
on  pollution  control  is  likely  to  g 
•under  Carter,  especially  if  the  1( 
awaited  push  toward  new  plant 
under  way.  Envirotech  (32)  is 
of  the  leaders  in  water-  and  air-pc 
tion  equipment,  and  it  gets  a  g 
portion  of  its  earnings  from  mil 
and  tunneling  equipment.  The  c 
pany  is  also  a  major  factor  in  vw 
quality  control.  Its  per-share  earn 
have  been  growing  nicely  for  the 
five  years  and  could  reach  $3.7E 
$4  a  share  this  year.  ■ 
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MERE  IS  A  WORD 

:or  a  company  that 
inn  boost  its  sries 

TlmES  TO 

3ft  Biuion  in  JUST 

IE  If  E  ADC 

■3  TEIII19« 


"hese  numbers  take  on  added 
ificance  in  view  of  the  fact 
W.  R.  Grace  &  Co.  is  a  corn- 
sly  restructured  company - 
2 -year-old  firm  that  survived 
:haos  of  World  War  II  and 
:hered  the  political  and  eco- 
tic  upheavalsof  South  America, 
n  spite  of  this  baptism  of  fire 
naybe  because  of  it)  Grace 
Dnly  survived  but  flourished, 
n  the  past  25  years,  Grace 
;hed  continents,  changed 
nesses  and,  in  the  process, 
Based  its  sales  from  $199  mil- 
to  over  $3V2  billion.  Where 
e  25  years  ago,  93%  of  our 
ings  came  from  Latin  America 
jay  90%  of  the  company's 
me  comes  from  the  U.  S. , 
ada  and  Europe.  Grace  is  no 
er  in  the  steamship  business, 
)nger  trading  in  Latin  America, 
foday,  Grace  is  the  nation's  5th 


What  all  this  adds  up  to  is  a 
company  and  a  management  team 
that  can  not  only  take  adversity  in 
its  stride,  but  can  turn  it  into  an 
asset.  And  we  have  a  25-year  record 
to  prove  it. 


If  you  would  like  to  know  more 
about  us,  write  for  our  current 
financial  statement  and  our  booklet, 
A  Management  Perspective." 
W.  R.  Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas. 
New  York,  N.Y.  10036,  Dept.  F-9. 


W  R.  Grace  &  Co. 


Chemicals  •  Natural  Resources  •  Consumer  Products 


Money  And  Investments 


Two  18-hole  golf  courses  (1  chompionship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  focilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  I 
Sam  Mandalarl,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lokes.Florlda 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

&  Country  Club 


UTILITIES 
COMPANY 


DIVIDEND  INCREASED 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  35  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  April  1,  1977  to 
shareholders  of  record  at  the 
close  of  business  March  11,1 977. 


Dallas,  Texas 
February  18,  1977 


R.  E.  FONVILLE 
Secretary 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


FINANCE  YOUR  PROJECT 

I  will  Joint  Venture,  Act  as  Guarantor.  Co-Sign 
for  Viable  Projects,  such  as:  Industrial  Expan- 
sion, Assembly  and  Processing  Plants.  Hospitals, 
Real  Estate  Projects,  some  start-ups.  etc.  LET'S 
TALK 

R.  Bernard  (714-595-7673) 
2102  N.  Arrowhead  Ave.  Suite  A 
San  Bernardino,  California  92405 


I  he  unprecedentedly  severe  winter 
has  added  something  new  and  po- 
tentially unpleasant  to  the  business 
outlook.  The  drought  thoughout  the 
Far  West  may  mean  crop  failures 
and  shortages  that  accelerate  the  rise 
in  food  prices.  Moreover,  higher  fuel 
costs  can  pinch  consumer  buying 
power  as  well  as  add  to  inflationary 
pressures  that  raise  interest  rates.  But 
this  dirge  has  been  played  so  long  it 
may  be  anticlimactic  marketwise.  Be- 
sides, the  grain  carryover  will  be  up 
sharply  this  year. 

My  point  is  that  the  economic  hor- 
ror stories  do  not  give  weight  to  the 
constructive  side  of  the  coin.  I'm  not 
talking  about  the  almost  automatic 
upturn  in  production,  employment  and 
income  that  is  inevitable  when  normal 
weather  patterns  return.  Rather:  1) 
Granted  first-quarter  earnings  will  be 
below  those  previously  expected,  the 
unpleasantness  will  probably  be  less 
than  the  pessimists  fear.  2)  The  frost- 
bite on  the  economy  could  be  like  a 
severe  strike  in  a  key  industry,  and 
strikes  do  little  more  than  temporarily 
interrupt  the  broader  trend.  In  this 
sense,  the  weather  has  not  affected 
the  broad-based  foundation  of  recov- 
ery, and  I  do  not  see  a  repeat  of  the 
1973-74  upward  price  spiral. 

It's  an  ill  wind  that  doesn't  blow 
somebody  some  good:  The  drought 
in  California  and  the  freeze  in  Flori- 
da will  have  positive  results  on  cer- 
tain of  the  food  companies.  The  small- 
er fruit  and  vegetable  harvests  .will 
help  reduce  the  relatively  small  sur- 
plus stock  of  canned  goods  and  thus 
strengthen  prices.  Similarly,  smaller 
citrus  crops  should  encourage  banana 
consumption.  All  of  which  brings  to 
mind  Del  Monte  (around  28,  paying 
$1.50)  and  Green  Giant  (around  19, 
paying  $1.08). 

Mr.  Lurie  is  a  partner  in  the  New  York 
Stock  Exchange  firm  of  Josephthal  6-  Co. 


A  New  Two- 
Tier  Market 

By  Sidney  B.  Lurie 


Del  Monte  is  the  mos 
brand  of  canned  fruits  and 
in  the  world,  and  the  compi 
a  major  and  highly  profits 
in  the  banana  business.  Gri 
has  a  strong  market  francq 
canned  com,  peas  and 
businesses,  and  is  a  major  fal 
frozen  prepared  vegetable  a 
these  two  companies  are  v 
ent,  they  share  two  key 
tions.  1 )  Both  should  rep 
earnings  in  the  fiscal  year  e 
May  than  in  fiscal  1976.  D| 
per-share  earnings  should 
$4.50  vs.  $4.22;  Green  Gi 
earn  $2  vs.  $1.24.  2)  The  1 
of  higher  prices  won't  bcj 
in  profits  until  the  1971 
year,  which  means  there  i 
visibility  exclusive  of  the  bi 
cle.  It  seems  to  me  that  b| 
are  most  interesting  speculal) 


". . .  It's  an  ill  wind 
that  doesn't  blow 
somebody  some  goo» 


With  the  Far  West  lik 
short  of  adequate  water  su) 
summer,  there's  no  questioi 
the  grape  harvest  will  be 
affected.  Yet  this  does  not  <j 
prospect  that  Almaden  Vim 
enjoy  at  least  a  10%  eanj 
in  1977.  The  company  nonl 
about  85%  of  the  grapes 
but  its  record-high  inventor: 
wine  are  sufficient  to  meet) 
1977  needs.  Further,  red  w 
are  in  full  supply.  This  Pai 
Exchange  listed  stock— si 
owned  by  National  Distiller 
to  be  a  comfortable  and 
speculation  at  around  6.  Thi 
is  12  cents;  last  year's  es 
55  cents  per  share  compar 
cents  in  1975. 

Granting  my  broad-baj 
that  this  business  cycle  has 
distance  to  run,  the  equally 
question  is  where  the  indivi 


136 
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Special  Introductory  Trial  Offer! 

Value  Line  for  the  next 
10  weeks  for  only  $29 


Reasons  for  this  offer: 

Here's  an  opportunity  to  receive  the 
complete  Value  Line  Service  for  the 
next  10  weeks  at  about  half  the  regu- 
lar rate.  This  offer  is  limited  to  one  in- 
dividual in  a  household  that  has  not 
already  had  a  subscription  to  The 
Value  Line  Investment  Survey  during 
the  past  two  years.  Why  do  we  offer 
this  price  reduction  to  new  trial  sub- 
scribers only?  Because  we  have  found 
that  a  high  percentage  of  those  who 
once  try  Value  Line  for  a  number  of 
weeks  stay  with  it  on  a  long-term 
basis.  The  resulting  increase  in  circu-  • 
lation  enables  us  to  provide  the  ser- 
vice to  our  long-term  subscribers  for 
a  lower  annual  rate  than  otherwise 
would  be  necessary. 

Complete  Coverage: 

The  Value  Line  Investment  Survey 
continually  reviews  more  than  1600 
stocks.  Key  data  and  ratings  of  each 
stock  are  updated  every  week  in  our 
Summary  of  Advices.  In  addition, 
each  stock  is  the  subject  of  a  new 
full-page  report  every  13  weeks,  in 
regular  rotation.  About  125  new  full- 
page  reports  are  issued  each  week. 
You  also  receive  our  weekly  "Selec- 
tion and  Opinion"  section  bringing 
you  Value  Line's  forecast  of  the  econ- 
omy and  the  stock  market,  advice  on 
investment  policy,  in-depth  analyses 
of  especially  recommended  stocks, 
and  Value  Line  market  averages,  and 
other  features. 


Bonus: 

Under  this  special  trial  offer  you  re- 
ceive—as a  bonus  at  no  extra  charge 
—the  very  latest  full-page  reports  on 

each  of  the  more  than  1600  stocks  

filed  and  indexed  in  two  strong  ring 
binders  for  your  immediate  refer- 
ence. This  Investors  Reference  Serv- 
ice sells  separately  for  $45. 


And  this  bonus  too: 

The  64-page  booklet,  "Investing  in  Com- 
mon Stocks,"  by  Arnold  Bernhard, 
Research  Chairman,  The  Value  Line 
Investment  Survey. 

Money  Back  Guarantee: 

If  you  find  that  The  Value  Line  Service 
is  not  all  that  you  expect  it  to  be,  you 
may  return  the  material  we  send  you 
within  30  days  for  a  full  and  un- 
questioned refund  of  your  $29. 
See  for  yourself  how  Value  Line's  in- 
vestment advisory  service  might  help 
you  maximize  your  investment  profit 
possibilities  and  reduce  your  invest- 
ment risk.  Mail  the  money-saving 
coupon  today. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  E.  44th  St.,  New  York,  N.Y.  10017 


416S15 


□  Begin  my  special  10-week  trial  to  The 
Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me 
the  Investors  Reference  Service  and  the 
booklet  "Investing  in  Common  Stocks"  as 
bonuses.  My  check  or  money  order  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 

□  I  prefer  one  year  (52  weeks)  of  Value 
Line,  plus  the  bonus,  Investors  Reference 
Service  and  the  booklet,  "Investing  in  Com- 
mon Stocks"  tor  $285.  (There  are  no  restric- 
tions with  this  offer.) 

□  Payment  enclosed    □  Bill  me  for  $285 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

Not  assignable  without  subscriber's  con- 
sent. Foreign  rates  on  request.  Subscrip- 
tion fees  are  fully  tax-deductible.  (NY  resi- 
dents add  applicable  sales  tax.) 


GUARANTEE:  If  dissatisfied  for  any  reason, 
a  full  refund  of  the  fee  I  have  paid. 


may  return  the  material  within  30  days  for 


Wfearethe 

outdoor  field 


For  more  than  NO  years  advertisers  selling  the  outdoor  sports 
men's  market  have  had  a  field  of  three  magazines  to  ehoose  from. 
Now  it's  a  field  of  one. 

One  bona  fide  national  outdoor  sportsmen's  magazine  with 
mass  appeal. 

Outdoor  Life. 
Here's  why. 

One  less  magazine  in  the  field. 

One  outdoor  magazine  aligned  itself  with  Architectural 
Digest.  National  Geographic.  Smithsonian  and  Scientific  American. 
It  announced  a  circulation  reduction  of  55%  and  a  radical 
change  in  format. 

Where  their  circulation  w  ill  'level"  off —or  who  their  readers 
will  be— is  impossible  to  predict.  Syndicated  research  tells  us  only 
about  past  performance.  It  can  not  predict  the  future. 

An  identity  crisis  for  the  other. 

Envisioning  itself  as  a  general  magazine  for  men,  our  other 
competitor  has  cast  its  lot  with  Playboy.  Penthouse.  Newsweek. 
Time  and  the  rest  of  what  they  call  the  "Big  7'.'  You've  seen  their 
ads.  "Nuff  said. 


A  field  of  one. 


Now  there  is  only  one  active  outdoor  spoilsmen's 
magazine:  Outdoor  Life.  The  one  national  magazine 
that's  expanding  the  market  with  a  sharply 
honed,  practical,  "how-to"  editorial  approach 
that  turns  novices  into  doers.  And  doers  into 
buyers. 

That's  why  Outdoor  Life  is  =*i  in  newsstand 
sales  and  =1  in  ad  pages.  If  you  haven't 
already  done  so.  put  it  to  work  for  your 
product  now: 

Outdoor  Life 

Wfe  are  the  outdoor  field. 

Circulation  Base  1.775.000 


Times  Mirror  Magazines.  Inc.. 
380  Madison  Avenue.  New  York.  N  Y.  1001"  i212i  68^0000 
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eking  The  Trend 


it  follow  the  crowd,"  says 
Id  Philip  Carret.  And  a  good 
Garret  is  founder-chairman 
'ioneer  Fund  (assets:  $400 
and  Pioneer  II  ($35  mil- 
:h  funds  have  among  the  best 
n  the  mutual  fund  industry, 
ast  five  years,  Pioneer  Fund 
eciated  70%  and  Pioneer  II 
,  10%  for  the  average  mu- 
1.  Pioneer  Fund  had  a  rare 
rig  in  the  Forbes  Mutual 
irvey  (Aug.  15,  1976)  for 
rice  in  up  and  down  mar- 
leer  II,  a  rarer  A-A. 

basic  value  investors,"  says 
vho  looks  for  medium-  to 
d  companies  that  he  feels 
•valued  and  have  good  pros- 
growth.  "We  want  to  buy  a 
or  $5,"  adds  Pioneer's  direc- 
search,  French-born  Francis 
ir.  "Sooner  or  later  the  price 
p  with  true  value." 
r  II  was  started  in  1969  be- 
neer  Fund  itself  was  getting 

0  be  able  to  get  meaningful 
for  its  portfolio  in  smaller 
s.  "The  only  difference,"  says 
"is  that  the  big  sleepers  go 
g  fund,  the  smaller  sleepers 
mall  fund." 

on't  invest  for  income,"  says 
irret.  "If  you  invest  soundly 
h,  the  income  follows." 
rt  of  his  fundamental  ap- 
>arret  spreads  his  risks.  Pio- 
d  has  over  100  issues  in  its 
Pioneer  II,  about  70. 
a  good  many  money  manag- 
low  singing  the  "I'm-a-Ben- 
undamentalist"  tune  as  a 
1973-74,  Carret  was  prac- 
ise  precepts  before  most  peo- 
of  Ben  Graham.  Carret  incor- 
'ioneer  Fund  in  1928. 

however,  takes  Graham  a 
ler.  "If  the  balance  sheet  fig- 
right,  I  come  to  the  next 
est  part— appraising  manage- 
:  Carret  and  his  colleagues 
mpressed,  they  won't  touch 
:,  no  matter  how  attractive 
)ers.  In  addition,  "The  very 
:rs  of  a  company  ought  to 
equivalent  of  one  year's  sal- 
ted in  the  company.  If  they 
nonstrate  such  faith  in  their 
ties,  why  should  I?" 
ily  is  Carret  a  true  funda- 

1  he  is  something  of  a  con- 


trarian as  well.  "If  some  lesser-known 
company  has  a  half-dozen  brokerage 
reports  cheering  it,  I  just  leave  it 
strictly  alone." 

One  of  Pioneer's  bigger  successes 
has  been  with  a  preferred  issue  of 
Greif  Brothers,  a  smallish  fibreboard 
products  company.  "Greif  has 
300,000  acres  of  timberland  on  the 
books  at  $1  million,"  says  Carret. 
"The  stock  is  selling  cheap  on  the 
book  value.  Take  the  real  value  of 
those  assets,  and  the  company  is  being 
given  away.  So  far  as  I  can  tell,  Greif 
is  the  best  managed  company  I  know 
anything  about." 

Two  typical  Pioneer  II  holdings 
are  Sealed  Air  and  Vermont  Ameri- 


"...  If  some  lesser-known 
company  has  a  half-dozen 
brokerage  reports  cheering 
it,  I  leave  it  alone  . . ." 


can.  "Sealed  Air  makes  that  plastic 
wrapping  with  air  bubbles,"  says 
Cabour.  "It  has  a  quasimonopoly  in  a 
growth  product  and  a  very  liquid  bal- 
ance sheet."  Vermont  American  is  a 
"poor  man's  Black  &  Decker"  that 
sells  a  large  part  of  its  output  to  Sears. 
Pioneer  II  bought  it  four  years  ago 
at  less  than  five  times  earnings  when 
Black  &  Decker  was  sporting  a  price/ 
earnings  ratio  of  over  40.  VA  has 
more  than  tripled  since  then,  B&D  has 
fallen  about  one-third. 

Pioneer  also  knows  when  to  sell; 
witness  McLouth  Steel.  "We  got  out 
during  the  fourth  quarter,"  says 
Cabour.  "They  were  running  at  full 
blast  and,  in  spite  of  that,  they 
showed  very  dismal  earnings." 

An  adage  on  Wall  Street  says  an 
investor  should  cut  his  losses  but  let 
his  profits  run.  "We,  on  the  contrary, 
take  our  profits  when  our  objectives 
are  realized,"  Cabour  explains.  "If  a 
stock  we  thought  a  bargain  comes 
down,  we  buy  more."  Criterion  Insur- 
ance was  one  such  stock.  "It  belonged 
to  the  same  group  as  Geico,  but  Cri- 
terion was  a  well-managed  company. 
We  started  buying  in  the  teens,  and 
we  kept  buying  to  below  $10." 

While  preferring  medium  to  small 
companies,  Pioneer  is  willing  to  go 


DIAMOND 
INTERNATIONAL 
CORPORATION 


96th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond  Inter- 
national Corporation  on  February  24,  1977, 
declared  a  quarterly  dividend  of  500  per  share 
on  the  Common  Stock,  payable  May  2,  1977, 
to  shareowners  of  record  April  7, 1977. 

GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive 
a  prompt  written  reply. 

(Mln.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt.) 

RESALE  ACCRUED  EQUITIES  inc. 

"Scotch  Whisky  Brokers  since  1960" 
Write  F.F.  Schoenwald 
380  Lexington  Ave.,  N.V.C.  10017 
(212)M01-359S 


Slip 


for 

Forbes 


Rugged  and  handsome  cases  in  red  and 
black  with  title  embossed  in  gold.  Prices: 
$4.95  each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box  Corp., 
Dept.  FB,  P.O.  Box  5120,  Phila.,  Pa.  19141. 
Please  allow  3  to  4  weeks  for  delivery. 


REAL  ESTATE  WANTED 

I   want  to   buy   office  buildings,  apartments, 
shopping  &   industrial  centers   and   more— al- 
ready heavily  depreciated.  (Your  capital  gains 
can  be  tax  sheltered).  Send  me  your  offer  .  .  . 
Mr.  R.  Bernard  (of  N.Y.  and  Calif.) 
1397  New  Scotland  Rd. 
Slingerlands,  N.Y.  12159 
(tele:  518-439-4976) 
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IntroducingTIME  EuroExecutive 


A  special  edition  addressed  exclusively  to  the 
Executive  Market  of  Europe. 

TIME  EuroExecutive  is  the  first  demographic 
advertising  edition  ever  published  in  Europe. 

It  will  be  distributed  to  85,000  top  executives 
in  business,  the  professions  and  government. 

These  decision  makers  are  members  of  TIME'S 
subscribing  executive  households,  and  every  one 
of  them  was  selected  individually  by  census. 

You  can  now  talk  to  them  in  TIME  EuroExecu- 
tive at  an  extraordinarily  low  cost:  $3,750  per  b&w 
page.  And  that's  a  cost  of  $42  per  thousand 
executives. 

Not  only  that.  There's  a  way  to  make  the  effec- 
tive cost  even  lower.  Matching  pages  in  TIME  Top 


Management  in  the  U.S.  will  earn  a  5%  discoui 
both  editions. 

TIME  EuroExecutive  is  available  every  oi 
week  and  well  within  the  range  of  the  limi 
budget  advertiser,  as  you  can  see. 

For  complete  information  on  how  this 
edition  can  best  serve  you,  get  in  touch  with  j 
local  TIME  representative. 


TIME 

EuroExecutive 

for  multinational  marketing 
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jmpanies  as  well.  One  in- 
'edeial  National  Mortgage 
[ae ) .  Pioneer  Fund  owns 
%%  convertible  debentures, 
ive  security,"  says  Carret. 
j  sells  at  only  a  P/E  of  six, 
;s  are  rising  and  dividends 
steadily  raised  so  that  the 
>w  yields  over  6%.  Carret 


ieer  does  have  one 
)bacco  and  liquor 
fo  a  degree  this 
1/  admits  Carret . . ." 


iraged  that  the  common 
ed  for  three  years.  "The 
1  wake  up  to  it.  These 
care  of  themselves." 
n  occasion  will  even  go 
niies  that  have  high  P/E 
s  had  Utah  International, 
t  more  General  Electric 
)t  from  the  Utah  merger, 
reat  company  with  obvi- 
rb  management.  All  you 
is  to  look  at  the  situation 
touse." 

ioes  have  one  taboo:  to- 
iquor  stocks.  "To  a  degree 
jally  absurd,"  admits  Car- 
re have  a  certain  number 
lders  who  don't  believe 
>bacco  is  good  for  people, 
own  those  stocks." 
fie  contrarian,  is  sanguine 
stock  market.  "So  many 
tok  so  cheap  I  cannot  see 
table  basis  for  thinking 
hing  is  going  to  fall  out 
I  public  is  discouraged  and 
acts  lousy;  this  is  setting 
r  a  further  bull  market." 
e  mutual  fund  industry  is 
■"orbes,  Mar.  I),  Carret, 
-century's  perspective,  be- 
s  a  "brilliant  future.  This 
siness  is  a  passing  phase, 
run,  what  difference  does 
in  investor  pays  a  reason- 
charge?  If  he  buys  the 
irity,  the  savings  in  com- 
meaningless.  If  he  buys 
e,  it  is  also  meaningless." 
'ioneer  funds'  case,  inves- 
>  agree.  The  two  funds  en- 
net  sales  even  with  a  sales 
ting  more  than  $3  in  new 
ney  for  every  $2  they  lose 
ons.  ■ 


A  useful  guide  for  the 
commission-conscious 
investor. 

This  free,  pocket-sized  book  enables  you  to  quickly  figure  and 
compare  practically  any  broker's  stock  and  option  commissions. 
Its  90  pages  of  tables  display  the  old  fixed  commission  *  and 
commissions  at  a  wide  range  of  dis- 
counts from  it,  in  cents-per-share  and 
dollars-per-contract  rates  for  almost  any 
whole-priced  trade. 

Get  this  book  simply  by  mailing  this  ad 
or  asking  for  one  at  800-221-5338  toll- 
free  or  in  N.Y.  State  at  212-269-9127 
collect. 

From  the  people  who  started  commis- 
sion discounts  rolling  for  the  individual 
investor. 


"Base  Commissions.  Pre-May  I.  1975  NYSE  and  CBOE 
fixed  commissions. 


Name. 


Address. 
City  


.Stale. 


.Zip. 


(f  if  Source  Securities  Corporation 


AUG 


70  Pine  Street,  New  York,  N.Y.  10005 


FOR  3/77 


Tie  on  a 
Capitalist 
Tool 


The  last  word  in  stylish  con- 
temporary neckwear.  Its  mes- 
sage, Capitalist  Tool,  is  woven 
in  red  into  a  deep  blue  back- 
ground. The  perfect  quality 
gift  for  someone  you  admire 
....  or  for  yourself.  $10 

Save  it  for  a  rainy  day . . . 
The  Capitalist  Tool 
Jumbo  Umbrella 

Handsome  and  sturdy,  it's 
the  dapper  executive's 
answer  to  keeping  dry  in 
the  heaviest  downpours. 
Red  on  blue,  double- 
ribbed  nylon  canopy. 

$20 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 
Please  send  me  the  following  Capitalist 
Tool  items: 

 Necktie(s)  @  $10  each. 

 Umbrella(s)  @  $20  each 

Enclosed  is  my  check. 

Please  allow  4  weeks  for  delivery. 

Name  

Address  

City  

State  


-Zip- 


CALL 
TOLL-FREE 

800- 
638-1527 

or 

(301)  547-2136  collect 


Free  Prospectus 
A  No-Load  Fund 


TAX-FREE  INCOME  FUND 

100  East  Pratt  Street.  Department  A-6 
Baltimore,  Md  21202 
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FORBES  CLASSIFIED  appears  on  the  pre 
ceding  pages  in  the  first  issue  of  evert 
month.  Look  for  it  in  the  upcoming  issue 


Editorial  Index   Companies  covered  in  news  stories  and  by  the  columnists  in  this  issue 


Ag-Land  Fund    8 

A!!ied  Chemical   101 

Almaden   Vineyards   136 

American  Used  Computer  Corp  104 

Atlantic    Richfield    84 

Aztec  Oil  &  Gas    54 

Babcock  &  Wilcox   134 

Ballantine  Books    29 

BanCal  Tri-State  Corp    30 

Bank  of  England    83 

Bankers  Trust  New  York  Corp    62 

Banque  de  Neuflizc,  Schlumberger, 

Mallet   114 

Bantam  Books    28 

Berkeley  Finance  Corp   104 

Borg-Warner   108 

Boston  Computer  Group   104 

British  National  Oil  Corp    84 

British  Petroleum    83 

Burmah  Oil  Co    83 

Jas.  Burrough  Ltd   22 

Burroughs  Corp   104 

Carrier  Corp    75 

Chemetron   137 

Chemical  New  York  Corp    62 

Chubb  &  Son    98 


Citicorp   62.  108 

Computer  Automation   120 

Cone  Mills    70 

Continental  Bank    8 

Crown  Cork  &  Seal   130 

Data  General   '  104 

Del  Monte   136 

Digital   Equipment   104 

Disney  Prods   79,  130 

Douhleday    28 

Eagle-Picher  Inds   137 

Entenmann's    48 

Envirotech   134 

Exxon   16,  83 

Faulkner,  Dawkins  &  Sullivan    23 

Fireman's  Fund  of  America 

Insurance   96,  120 

Ford  Motor    16 

Foster  Wheeler   134 

Georgia-Pacific   59,  130 

Getty  Oil   101 

Green  Giant   136 

Greif  Brothers   139 

Gulf  &  Western    32 

Gulf  Insurance  Group   96 

Gulf  Oil    54 


Harris  Trust  &  Savings  Bank    62 

Hartford    Fire    98 

Holly  Farms   108 

Home  Insurance  Co    98 

House  of  Fraser    67 

Houston  Natural  Gas    54 

Hughes  Aircraft    31 

Insurance  Co  of  the  Pacific    96 

IBM   32,  104.  130 

International  Speedway  Corp   106 

ITT    98 

Ladbroko  Group    67 

Little.  Brown    29 

Mc  Louth  Steel   139 

R.H.  Macy    22 

Marshall  &  llsley  Corp    62 

Merrill  Lynch    8 

Mesa  Petroleum    54 

Mid-America  Cos    44 

Morrow    29 

NAPA   108 

NBC    28 

North  Carolina  National  Bank    62 

Nortrust  Corp    62 

Occidental   Petroleum   101 

Pacific    Indemnity    98 


Pfizer.  Inc  

Pioneer  Funds   

Realty  Refund  Trust 

Royal  Dutch/Shell   

STP   .1 

Sealed  Air   

Security  Trust  Co  (Miami)   

Singer   _  ' 

Southland  Royalty  Co 

Standard  Chartered  Bank  Ltd   

Standard  Oil  (Calif.)   

Standard  Oil  (Ohio)   

Studley,  Shupert  Co   

TRW   11 

Texaco   83 

Thompson  Associates   

Thompson  Prods   

Time  Inc   3 

Travelers  Insurance   

Truxmore  Inds   

Union  Oil  Co  of  Calif  

U.S.  Steel   

Valley  National  Bank   

Vermont  American   

Waddell   

Winn-Dixie   


Index  of  Advertisers 

D  Indicated  below  are  advertisers  who  will  make  information  available  to  Forbes  readers  as  stated  in  their  advertisements.  Adw 
tisers  designated  with  an  asterisk  '""  will  provide  information  only  on  requests  including  company  name  and  job  title. 


□ 


ALEXANDER  &  ALEXANDER  INC  78 

Agency:  The  C.  T.  Clyne  Company,  Inc. 

ALLIS-CHALM  ERS  CORPORATION    .  88-89 

Agency:  Hoffman,  York,  Baker  & 
Johnson,  Inc. 

ALLSTATE  INSURANCE  COMPANY  49 

Agency:  Leo  Burnett  U.S.A. 

AMERICAN  GAS  ASSOCIATION,  INC.  131 

Agency:  J.  Walter  Thompson  Company 

AMERICAN  MUTUAL  INSURANCE 
COMPANIES   119 

Agency:  Harold  Cabot  &  Co.,  Inc. 

AMERICAN  TELEPHONE  & 

TELEGRAPH  CO   61 

Agency:  N.W.  Ayer  ABH  International 

ATLANTA  CHAMBER  OF  COMMERCE  103 

Agency:  Lawler  Ballard  Little 
Advertising 

BABCOCK  &  WILCOX  117 

Agency:  Atkinson  &  Associates,  Inc. 

BALDOR  ELECTRIC  COMPANY    60 

Agency:  Atkinson  &  Associates,  Inc. 

BANKERS  TRUST  COMPANY   105 

Agency:  Doyle  Dane  Bernbach  Inc. 

BARRON'S    93 

Agency:  Albert  Frank-Guenther  Law, 

Inc. 

BETHLEHEM  STEEL 

CORPORATION   94-95 

Agency:  Van  Brunt  &  Company 

BILTMORE  HOTEL    12 

Agency:  Keye/Donna/Pearlstein 

BORG-WARNER  CORPORATION   133 

Agency:  McCaffrey  and  McCall,  Inc. 

BROWARD  INDUSTRIAL  BOARD    69 

Agency:  Greenman  Advertising 
Associates  Inc. 

BUTLER  MFG.  CO   79 

Agency:  Valentine-Radford,  Inc. 

CARILLON  IMPORTERS,  LTD. 

GRAND  MARNIER    63 

Agency:  Martin  Landey,  Arlow 
Advertising  Inc. 

J  I  CASE  COMPANY  18-19 

Agency:  Bozell  &  Jacobs,  inc. 

CENTRAL  ILLINOIS  PUBLIC  SERVICE 
COMPANY   108 

Agency:  Hult,  Fritz  &  Heinrich 


CHRYSLER  CORPORATION 

DODGE  ASPEN    33 

Agency:  BBDO,  Inc. 

□  COLT  INDUSTRIES  INC   55 

Agency:  Marsteller  Inc. 

□  COMBINED  COMMUNICATIONS 
CORPORATION   109 

Agency:  Jennings  &  Thompson 
Advertising 

□  COMMERCIAL  FINANCING 
CONSULTANTS   136  &  139 

CROCKER  BANK    42 

Agency:  BBDO,  Inc. 

DIAMOND  INTERNATIONAL 
CORPORATION   139 

Agency:  Henderson  &  Roll,  Inc. 

EASTERN  AIR  LINES,  INC  87 

Agency:  Young  &  Rubicam 
International  Inc. 

*  EASTMAN  KODAK  COMPANY   46-47 

Agency:  J.  Walter  Thompson  Company 

□  FMC  CORPORATION   126-127 

Agency:  Dancer  Fitzgerald  Sample, 
Inc. 

THE  JOS.  GARNEAU  CO. 

(OLD  BUSHMILLS)    53 

Agency:  Dancer  Fitzgerald  Sample, 
Inc. 

:":  GENERAL  ELECTRIC 

CREDIT  CORPORATION    90 

Agency:  Riedl  Associates  Inc. 

GENERAL  WINE  &  SPIRITS  CO. 

CHIVAS  REGAL   20 

Agency:  Doyle  Dane  Bernbach  Inc. 

□  GOULD  INC   82 

Agency:  Marsteller  Inc. 

O  W.  R.  GRACE  &  CO  135 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 

□  GREAT  NORTHERN  NEKOOSA 
CORPORATION   10-11 

Agency:  Lord,  Geller,  Federico,  Inc. 

THE  GREYHOUND  CORPORATION  64-65 

Agency:  Grey-North  Inc. 

GULF  OIL  CORPORATION   110-111 

Agency:  Young  &  Rubicam 
International  Inc. 

□  HARRIS   CORPORATION    74 

Agency:  Edward  Howard  &  Co. 


HART  SCHAFFNER  &  MARX  .  .  . 

Agency:  Hart  Services,  Inc. 

E.  F.  HUTTON  &  COMPANY  INC. 

Agency:  Doremus  &  Company 

INGERSOLL-RAND  COMPANY  .  .  . 

Agency:  Marsteller  Inc. 


INTERNATIONAL  BUSINESS 
MACHINES  CORPORATION 
DATA  PROCESSING 
DIVISION   Second  Cover* 

Agency:  Geer,  DuBois  Inc.  Advertisin 

INTERNATIONAL  TELEPHONE  & 
TELEGRAPH  CORPORATION   

Agency:  Needham,  Harper  &  Steers, 
Inc. 


KUHN,  LOEB  &  CO  

Agency:  Albert  Frank-Guenther  Law, 
Inc. 

LIGGETT  GROUP   80 

Agency:  Berger  Stone  &  Ratner,  Inc. 
Advertising 

LOCKHEED-GEORGIA  COMPANY   

Agency:  McCann-Erickson,  Inc. 

LONE  STAR  INDUSTRIES   1 

Agency:  J.  Walter  Thompson  Comps 

MANUFACTURERS  HANOVER  TRUST 
COMPANY   56; 

Agency:  Edwin  Bird  Wilson,  Inc. 

MAPCO   INC  1 

Agency:  Creswell  Munsell  Schubert  4 
Zirbel  Inc. 


MARINE  MIDLAND  BANK   

Agency:  Benton  &  Bowles,  Inc. 


THE  MARLEY  COMPANY   

Agency:  The  Foxridge  Agency 


MARRIOTT'S  ESSEX  HOUSE   

Agency:  Fairfax  Inc.,  Advertising 

MERCEDES-BENZ  OF 
NORTH  AMERICA,  INC  141 

Agency:  Ogilvy  &  Mather  Inc. 

MERRILL  LYNCH  PIERCE  FENNER  & 
SMITH  INC  

Agency:  Ogilvy  &  Mather  Inc. 

MIAMI  LAKES  INN  &  COUNTRY 
CLUB   

Agency:  Samuel  B.  Crispin  & 
Associates,  Inc. 


142 


FORBES,  MARCH  15,  19 
 I 


AND-ROSS  CORPORATION  122 

ency:  Watts  Lamb  Kenyon  and 
Herrick,  Inc. 

IL  OIL  CORPORATION   125 

ency:  Doyle  Dane  Bernbach  Inc. 

HA  PUBLIC  POWER  DISTRICT  16 

ency:  Holland  Dreves  Reilly,  Inc. 

)OOR  LIFE   138 

ency:  Ted  Barash  &  Company,  Inc./ 
Advertising 

MS-CORNING   FIBERGLAS  CORP.  71 

ency:  Ogilvy  &  Mather  Inc. 

AR  INC   9 

ency:  Chiat/Day  Inc. 

PADDINGTON  CORPORATION 
SCOTCH  WHISKY)   Back  Cover 

ency:  E.  T.  Howard  Company,  Inc. 

E,  WEBBER,  JACKSON  & 

IS  INCORPORATED   112 

ency:  The  Marschalk  Company,  Inc. 

AMERICAN  WORLD  AIRWAYS 

 115 

ency:  Carl  Ally  Inc.,  Advertising 

IEOT  MOTORS  OF  AMERICA, 

  24 

ency:  Van  Leeuwen  Advertising,  Inc. 

CHE  AUDI   72-73 

ency:  Doyle  Dane  Bernbach  Inc. 

E  PRICE  TAX-FREE  INCOME 

I   141 

ency:  Richardson,  Myers  & 
Donofrio,  Inc. 

IC  SERVICE  ELECTRIC  AND 
COMPANY   143 

ency:  Doremus  &  Company 

LE  ACCRUED  EQUITIES  INC.  139 

ency:  Byrde,  Richard  &  Pound,  Inc. 

IOLDS  METALS  COMPANY    66 

ency:  Clinton  E.  Frank,  Inc., 
Advertising 

LWELL  INTERNATIONAL   34-35 

ency:  Campbell-Ewald  Company 

1  BUSINESS  MACHINES 

'ORATION    51 

ency:  Sklar-Lenett  Associates,  Inc. 

iN  BUSINESS  PRODUCTS,  INC.  13 

ency:  Mandabach  &  Simms,  Inc. 

IrAN-STABILO    8 

ency:  Stiefel/Raymond  Advertising 
Inc. 

S,  ROEBUCK  AND  CO  41 

ency:  Foote,  Cone  &  Belding 

ICE  SECURITIES  CORPORATION  141 

ency:  Abert,  Newhoff  &  Burr,  Inc. 

RY  RAND  CORPORATION  58 

ency:  Young  &  Rubicam 
International  Inc. 

SAIR    77 

ency:  Waring  &  LaRosa,  Inc. 

S  UTILITIES  COMPANY   136 

ency:  Doremus  &  Company 

INTERNATIONAL   140 

ED  TECHNOLOGIES 

'ORATION   Third  Cover 

ency:  Marsteller  Inc. 

ED  TELECOM    5 

ency:  Brewer  Advertising  Inc. 

/ALUE  LINE  INVESTMENT 

EY   137 

ency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

AGE    17 

ency:  Leber  Katz  Partners  Inc. 

O  OF  AMERICA  CORP   3 

ency:  Scali,  McCabe,  Sloves,  Inc. 

5  FARGO  BANK    7 

ency:  McCann-Erickson,  Inc. 

E,  WELD  &  CO.,  INC  100 

ency:  Doremus  &  Company 


GROWTH 

On  the  heels  of  1 5  consecutive  growth 
years,  MAPCO  broke  all  the  records 
again  in  1976.  Sales  were  up 
24%  at  $425  million.  Net 
income  of  $56  million  and 
earnings  per  share  of  $3 
each  represented  14% 
jumps  over  1975. 
To  learn  more 
about  MAPCO's 
growth  and 
how  it's 
happening, 
write 
for 
our 
latest 
report. 


1800  S.  Baltimore  Ave.,  Tulsa,  Oklahoma  7411 


SYMBOL  MDA  NYSE  •  MWSE  •  PSE 


Public  Service  Electric  and  Gas  Company 
declares  its  dividends  for  the  quarter 
ending  March  31, 1977 


QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the 
quarter  ending  March  31,  1977: 


Class 
of  Stock 


Dividend 
Per  Share 

$  .45 


Common 
$1.40  Dividend 
Preference  Common    $  .35 


Cumulative  Preferred 
4.08%  Series 
4.18%  Series 
4.30%  Series 
5.05%  Series 
5.28%  Series 
6.80%  Series 
7.40%  Series 
7.52%  Series 
7.70%  Series 
7.80%  Series 
8.08%  Series 
9.62%  Series 
12.25%  Series 

Cumulative  Preferred - 
8.70%  Series 
9.75%  Series 


-$100  Par 
$1.02 

1.045 

1.075 

1.2625 

1.32 

1.70 

1.85 

1.88 

1.925 

1.95 

2.02 

2.405 

3.0625 
-$25  Par 
$0.5438 
$0.6094 


All  dividends  are  payable  on  or 
before  March  31,  1977  to  stock- 
holders of  record  February  28, 
1977. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


PSEG 

Newark,  New  Jersey 
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■  ,         on  the 
I  nOUgntS . . .  Business  of  Life 


There's  something  wrong 
if  you're  always  right. 
Arnold  Glasow 


In  one  thing  men  of  all  ages 
are  alike:  They  have  believed 
obstinately  in  themselves. 
Friedrich  Jacohi 


Who  says  he  does  not  err, 
errs  in  conceit. 
John  Norden 


Doubt  is  the  key  to  knowledge. 
Persian  Proverr 


There  are  few  people  who  are 
more  often  in  the  wrong 
than  those  who  cannot  endure 
to  be  thought  so. 
La  Rochefoucauld 


Fortune  and  love  befriend  the  bold. 
Ovid 


To  succeed  in  life,  it  is  not 

sufficient  to  be  stupid, 

you  must  be  well-mannered. 

V  OLTAIRE 


A  rolling  stone  gathers  no  moss, 
but  it  gains  a  certain  polish. 
Oliver  Herford 


A  diffident  man  is  much  more 
intolerable  than  one  who  is 
conceited.  The  conceited  allow 
other  people  their  deserts, 
but  the  diffident  plainly  despise 
those  to  whom  they  defer. 
Georc  C.  Lichtenberg 


Show  me  a  good  loser  and 
I'll  show  you  a  real  loser. 
Leo  Durocher 


The  purpose  of  man  is  not 
self-indulgence.  It  is  achievement. 
Achievement  can  only  be 
realized  through  meaningful  work. 
Donald  H.  Swartz 


There  is  nothing  worse 

for  mortals  than  a  wandering  life. 

Homer 


A  measure  of  self-confidence, 
even  a  large  measure  of 
self-confidence,  is  an  asset 
when  you  are  battling  to  forge 
your  way  to  the  top.  But 
cocksureness  is  not  an  asset, 
but  a  liability,  a  handicap. 
Have  faith  that  you  can  win 
if  you  put  forth  the  very  best 
that  is  in  you.  But  recognize 
always  that  you  will  not 
ivin  if  you  don't. 
B.C.  Forbes 


The  overweening  self-respect 
of  conceited  men  relieves 
others  from  the  duty  of 
respecting  them  at  all. 
Henry  Ward  Beecher 


Man  is  only  truly  great  when 
he  acts  from  the  passions. 
Benjamin  Disraeli 


To  achieve  a  spark  of 
originality,  you  sometimes  have 
to  rub  people  the  wrong  way. 
Frank  Tyger 


The  trick  is  to  make 

your  mistakes  on  a  small  scale. 

William  Feather 


Never  do  anything 
concerning  the  rectitude 
of  which  you  have  a  doubt. 
Pliny 


Conceit  in  weakest  bodies 
strongest  works. 
Shakespeare 


The  world  tolerates  conceit 
from  those  who  are  successful, 
but  not  from  anybody  else. 
John  Blake 


Doubt  whom  you  will, 
but  never  yourself. 
Christian  Bovee 


Stately  spring! 

Whose  robe  folds  are  valleys, 
whose  breast  bouquet  is  gardens, 
and  whose  blush  is  a  vernal  evenj 
Jean  Paul  Richter 


More  than  3,000  "Thoughts,"  in* 
dexed  by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue^ 
New  York,  N.Y.  10011.  Add  ap* 
propriate  sales  tax  on  New  York 
State  orders. 


A  Text  . 


Sent  in  by  Wilma  F.  CantreU,  Kings- 
ton, Ga.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


He  that  handleth  a  matter  wisely  si 
find  good:  and  whoso  trusteth  in 
Lord,  happy  is  he. 
Proverbs  16:20 
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Leave  it  to  Cadillac  to  lead  the  way 


with  the  next  generation  of  the  luxury  car.  Fleetwood 
Brougham.  Coupe  deVille.  Sedan  deVilie.  Designed  and 
engineered  for  a  changing  world.  Retaining  the  things 
that  have  made  Cadillac  America's  most  popular  luxury 
car . . .  Roominess.  Elegance.  Security.  And  adding  to  it. 
With  more  maneuveraPility  than  in  1976  for  easier  parking. 


More  rear  legroom  and  headroom  in  the  DeVilles. 
extensive  measures  to  help  fight  corrosion.  Even 
comfort  and  convenience.  Small  wonder  Cadillac 
has  received  such  fantastic  acceptance  in  the  m 
place.  But  you  must  drive  it.  You  must  drive  it  to 
why  we  call  it  the  next  generation  of  the  luxury  car. 


Cadillac«19 


We  owe 
our  success 

to  Xerox. 


The  best  customers  for  the  Savin  770  plain 
paper  copier  have  proven  to  be  former 
Xerox  users.  In  fact,  one  out  of  every  two 
copiers  we  place  -replace  a  Xerox.  We're 
not  surprised.  We  make  the  most  reliable 
copier  on  the  market-it's  practically  jam 
proof!  That's  because  of  our  simple  paper 
path.  In  our  machine,  a  copy  travels  a  mere 
twelve  inches  from  beginning  to  end.  In 
some  of  our  competitor's  machines,  copies 
twist  and  turn  a  distance  of  over  four  feet, 
and  often  end  up  not  surviving  the  trip 
at  all. 

Another  reason  for  our  success  are  the 
copies  themselves.  The  Savin  770  plain 
paper  copier  has  a  mind.  An  electronic 
brain  reads  every  original  first,  and  then 
automatically  makes  whatever  adjustment 
it  thinks  necessary  to  give  clean,  clear, 


n 


needle  sharp  copies  every  time,  whether 
you  copy  on  one  side  or  two.  Our 
competitor's  copiers  are  brainless- -they 
just  do  what  they're  told.  Whatever  the 
reasons,  the  results  are  clear.  This  is  the 
most  successful  period  in  our  history,  and 
we  would  like  to  acknowledge  the  help 
we've  received  in  achieving  it.  Thank  you 
Xerox.  We  couldn't  have  done  it 
without  you. 

f— '  —  —     —  —  —  —  —  —  —  —  —  —  —  --- 

For  more  information  on  the  Savin  770 
plain  paper  copier  contact  your  local  Savin 
representative  or  fill  out  and  mail  this 
coupon.  You'll  be  amazed  at  how  much 
more  you  can  get  out  of  your  copier- -for 
less  money. 

Savin,  Valhalla,  N.Y.  10595 
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Firm  
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All  of  us  come 
rom  someplace  else. 


Just  once,  you  should 
walk  down  the  same  street  your 
great-grandfather  walked. 


Picture  this  if  you  will. 

A  man  who's  spent  all  his 
life  in  the  United  States  gets 
on  a  plane,  crosses  a  great 
ocean,  lands. 

He  walks  the  same  streets 
his  family  walked  centuries 
ago. 

He  sees  his  name,  which 
is  rare  in  America,  filling 
three  pages  in  a  phone  book. 

He  speaks  haltingly  the 
language  he  wishes  he  had 
learned  better  as  a  child. 

As  America's  airline  to 
the  world,  Pan  Am  does  a  lot 
of  things. 

We  help  business  trav- 
elers make  meetings  on  the 
other  side  of  the  world.  Our 
planes  take  goods  to  and  from 
six  continents.  We  take  vaca- 
tioners just  about  anywhere 
they  want  to  go. 

But  nothing  we  do  seems 
to  have  as  much  meaning  as 
when  we  help  somebody 
discover  the  second  heritage 
that  every  American  has. 


America's  airline  to  the  world. 


See  your  travel  agent. 


Hot  off 

the  satellite. 


The  Wall  Street  Journal  understands  a 
3d  investment. 

That's  why  it  publishes  part  of  the  Eastern 
lition  in  Florida  via  one  of  Western  Union's 
istar®  satellites. 

And  this  year  Dow  Jones  is  expanding  its 
I  of  Western  Union's  satellites  to  printing 
mts  in  other  locations. 

Pages  that  fly. 

In  case  you're  curious  how  a  large,  daily 
per  is  printed  via  satellite,  here's  a  capsule: 
First,  the  Journal  is  typeset  at  a  plant  in 
icopee,  Massachusetts.  A  facsimile  of  each 
?e  is  transmitted  electronically  from  the 
lrnal's  own  earth  station  to  Westar,  22,300 
les  in  space,  and  relayed  to  its  earth  station 
i  printing  plant  in  Orlando,  Florida. 
The  plant  makes  press  plates  from 
Dtographic  film  which  has  been  exposed 
laser  light.  Minutes  later,  the  Journal  is 
e  to  print  60,000  copies  an  hour  for 
tribution  in  Florida  and  the  Southeast. 

U.S.Newsupnext. 

Once  considered  a  daring  experiment, 
nsmission  of  printed  pages  via  satellite  will 
:ome  an  accepted  method  for  publishers 
I  business  to  save  time  and  money. 
In  fact,  this  year  U.S.  News  &  World  Report 
:omes  the  first  magazine  to  transmit  entire 
?es  via  satellite  for  simultaneous  printing. 


In  just  minutes,  a  full  Wall  Street  Journal  page  is  sent 
from  Chicopee,  Mass.  to  Orlando,  Fla.  via  Westar. 


Sky's  not  the  limit. 

Three  years  ago,  Western  Union  launched 
Westar  I,  America's  first  domestic  communi- 
cation satellite. 

Now,  NASA  has  called  upon  Western 
Union  to  develop  an  advanced  space  system 
to  track  and  handle  communications  with 
other  spacecraft.  Western  Union  will  share 
this  satellite  system  with  NASA,  thus 
providing  Dow  Jones  and  American  business 
with  the  most  technologically  advanced 
services  in  the  1980's. 

For  our  latest  annual  report,  please  write: 
Boyd  Humphrey,  Western  Union  Corporation, 


One  Lake  Street,  Upper 
Saddle  River,  N.J.  07458 


Western  Union. 
The  fastest  way  to  get  the  word  around. 
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"The  Company  Has 
Gone  To  The  Movies" 


That[s  what  the  telephone  opera- 
tors at  Forbes'  New  York  head- 
quarters told  callers  recently  when 
all  company  employees  attended  a 
screening  of  the  fourth  film  pro- 
duced by  Forbes  Inc.'s  film  unit. 

Directed  by  Robert  Forbes,  the 
film  detailed  last  summer's  color- 
ful celebration  unveiling  multiple 
improvements  on  the  island  of 
Laucala  (pronounced  Lauthala), 
one  of  the  islands  of  Fiji  in  the 
South  Pacific.  Laucala  was  pur- 
chased in  1972  by  Fiji  Forbes  Inc. 


as  pressed  board;  using  the  fibers 
in  mattresses,  doormats  and  the 
like;  and  even  pressing  and  mar- 
keting Laucala's  coconut  oil  a< 
"something  special"  for  use  in  cos 
metics  and  foodstuffs  (Pina  Colada 
mix?) .  The  island  once  experimen- 
tally grew  cocoa.  "With  cocoe 
prices  what  they  are  today,  we  ma> 
get  into  that  full  tilt,  too,"  says 
Forbes,  "We  are  putting  more  intc 
Laucala  than  we  are  getting  oul 
now,  but  we'll  eventually  get  more 
than  a  balance-sheet  gain.  We  an 


The  Wading  Game:  (left  to  right)  Steve  Forbes,  Vice  President  Leonard 
Yablon,  Mrs.  Forbes,  MSF,  Robert  Forbes  in  the  Laucala  surf. 


PAID  CIRCULATION  OVER  650,000 


Three-thousand-plus-acre  Lau- 
cala was  "a  find,"  says  Editor-in- 
Chief  Malcolm  Forbes.  "On  the 
theory  that  everyone  dreams  of  liv- 
ing on  a  Pacific  island,  we  spent 
years  looking  for  one  to  section  into 
'pieces  of  paradise'  for  those  who 
could  afford  the  reality."  After  in- 
specting scores  of  dreary,  flat  is- 
lands, Forbes  found  lovely  Laucala, 
lush,  surrounded  by  beaches,  and 
containing  Fiji's  fifth-largest  copra 
plantation. 

As  Malcolm  Forbes  came  to 
know  Laucala,  however,  the  vaca- 
tion-site idea  was  abandoned.  In- 
stead Fiji  Forbes  Inc.  set  out  to 
keep  the  island  intact  while  making 
its  economy  profitable  for  both 
Forbes  and  the  Laucalans.  An  air- 
strip, a  new  school  and  community 
center  were  built  as  were  tradition- 
ally styled  homes  with  modern 
conveniences. 

Not  content  to  rely  on  capricious 
copra  prices,  Fiji  Forbes  has  begun 
exploring  ways  to  market  the  plant 


making  an  exciting  and  innovativ( 
contribution  to  an  unique  island." 

Laucala  was  first  spotted  b) 
Captain  Bligh  after  he  was  put  of 
his  Bounty  by  mutineers.  Feature 
writer  Ted  Morgan  in  Signature 
magazine  recently  noted  Laucal; 
history  in  describing  last  summer': 
festivities:  "These  affairs  of  state 
over,  the  entire  party  repaired  te 
Forbes'  hilltop  villa  for  a  Fijiar 
feast.  A  century  ago  the  Forbe: 
family  might  well  have  been  on  the 
menu,  for  the  Fijians  were  canni 
bals  who  referred  to  white  men  ai 
long  pigs.'  Now  the  guests  wen 
enjoying  a  suckling  pig,  crab  anc 
other  local  delicacies  served  up  ii 
quite  civilized  fashion. 

"It  was  an  impressive  piece  oi 
showmanship,  a  cross  between  e 
Somerset  Maugham  Pacific  tale  ane 
one  of  the  old  Crosby-Hope  'road 
movies— the  road  to  Fiji,  starring 
Malcolm  Forbes  and  a  cast  oi 
thousands,  including  a  couple  oi 
home-grown  Dorothy  Lamours."  ■ 
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f  took  more  than  money 
,o  build  Dallas  into 
:he  financial  center  of 

"1%  A       Al  if  hlAlAct !t  t00k  abllltV  fired  bV'  Pure 
>S  flw  wUIIIIIYwCOIideterniinalion 

When  Dallas  started,  it  didn't  have  anything.  Except  the  ability  and 
atermination  of  the  people  who  settled  here. 

That  was  more  than  enough,  p. 
om  a  small  trading  post,  Dallas  j 
as  grown  to  be  the  nation's 
ghth  largest  city.  And  grown  to 
3  the  financial  center  of  the 
Doming  Southwest.  The  Dallas 
etroplex  has  spawned  170 
anks.  A  thousand,  million- 
Dllar  companies.  The  Federal 
aserve  Bankof  Dallas.  A  world 
ade  center  hosting  400,000 
jstomers  annually.  One  of  the 
Duth's  largest  skilled  labor 
rces.  An  airport  bigger  than 
anhattan. 

And  Republic  National 
ank-the  bank  that  helped 
ake  Dallas  what  it  is  today  - 
the  bank  that  will  help  make 
alias  what  it  will  be  tomorrow, 
bank  with  $5  billion  in 
sources.  The  largest  trust 
apartment  in  the  Southwest, 
lengthy  list  of  correspon- 
3nt  banks.  One  of  the  largest 
al  estate  programs  in  the 
Duthwest.  An  oil  and  gas  group 
'nonymous  with  petroleum  banking.  Increasing  prominence  in  world  trade 
rough  our  overseas  offices.  And  one  of  the  world's  largest  financial 
ansaction  centers,  boasting  the  latest  data  processing  technology. 

In  working  with  our  clients,  we've  helped  make  Dallas  the  financial 
inter  of  the  Southwest.  And  Republic  National  Bank/s  Dallas. 

lepublic  National  Bank 


s  Dallas. 


2t  of  Texas 
f  Company 


A  Republic 


Member  FDIC 


Scott  Fetzer: 

Sales,up. 
Income,  up. 

Expectations,  up. 


Seems  as  though  everything  was  up  at  Scott  & 
Fetzer  the  past  year. 

Sales  were  $343  million,  up  21%  over  1975. 

Net  income  was  $22.9  million,  up  $5.8  million. 

Earnings  per  share  were  $3.01,  up  33%. 

And  our  return  on  shareholders'  equity  was 
18.5%,  up  from  15.6%. 

Return  on  total  capital  was  up,  too.  In  fact, 
you  may  have  noted  that 
Forbes  (1/1/77)  ranked  Scott 
&  Fetzer  number  one  among 
multi-market  companies  for 
our  five-year  performance  in 
this  category,  with  an  average 
annual  return  of  19%. 

Important  as  these  rec- 
ord high  statistics  are,  they're 
not  the  only  thing  that's  up 
at  Scott  &  Fetzer. 

Expectations  are  up,  too. 


(Dollar  Amounts  in  Thousands 
Except  Per  Share  Data) 

1975 

1976 

%Up 

Net  Sales  

$284,020 

$343,043 

21% 

Income  Before  Taxes  

32,791 

45355 

40% 

Per  Cent  to  Sales   

11.5% 

134% 

Net  Income  

$  17,048 

$ 

22,861 

34% 

Per  Cent  to  Sales   

6.0% 

6.7% 

Per  Cent  to 

Shareholders'  Investment . 

15.6% 

18.5% 

Per  Share: 

Earnings  

$  2.26 

$ 

3.01 

33% 

Dividends   

1.02 

1.17 

15% 

Book  Value  

14.49 

1634 

13% 

Total  Assets  

$184,177 

$207,223 

13% 

Right  now,  nearly  two-thirds  of  our  sales  a 
from  consumer  products,  especially  our  floor 
and  leisure  time  markets. 

But  for  future  growth,  we  think  a  more  d 
able  ratio  between  consumer  and  industrial  ] 
ducts  would  be  50/ 50.  For  example,  because  ol 
nation's  energy  difficulties,  Scott  &  Fetzer  divis 
should  benefit  by  supplying  industrial  need 
developers,  producers, 
tributors  and  users  of  nat 
resources. 

Write  J.  F.  Brad 
Executive  Vice  Presid< 
Finance,  for  a  copy  of 
1976  Annual  Report,  wl 
details  what  we've  done 
what  we  plan  for  the  fut 
You'll  see  we're  hea< 
in  the  right  direction. 
Up. 


The  Scott  &  Fetzer  Company 

□ 


14600  DETROIT  AVENUE 
LAKEWOOD,  OHIO  44107 


rends  &  Tangents 


Business 


lyester  To  The  Rescue 

fust  as  the  Food  &  Drug  Adminis- 
tion  questioned  the  safety  of  acry- 
litrile  plastic  bottles,  the  chemical 
iustry  has  come  up  with  another 
ltweight  entry  in  the  bottle  derby, 
yester,  which  is  more  common  in 
tiles  and  tires,  has  now  been  de- 
oped  by  Amoco  Chemicals  for  use 
Pepsi-Cola's  nonretumable  bottles, 
e  polyester  nonreturnables  share 
same  lightweight  advantage  as 
er  plastic  bottles:  The  family-size 
j-quart  bottle  weighs  in  at  only 
ee  ounces,  which  is  about  one- 
th  as  heavy  as  the  lightest  corn- 
able  nonretumable  glass  bottle 
w  in  use.  In  addition,  the  FDA  has 
rid  plastic  bottles  superior  from  an 
:rall  environmental  standpoint  to 
er  commercial  nonreturnables.  The 
>A  had  already  found  that  poly- 
er  containers  had  met  all  its  stan- 
ds and  thus  are  safe  for  food  and 
/erage  use. 

nker  Think  Tank 

Ever  want  to  take  an  oil  tanker  out 
a  test  run?  Even  experienced  tank- 
captains  find  their  vast  craft  un- 
;ldy  in  port,  with  tanker  disasters 
the  past  year  accounting  for  some 
),000  tons  of  spillage.  So  a  new 
ining  simulator  (see  below)  has 
;n  developed  by  Marine  Safety  In- 
national,  using  a  technique  devel- 
?d  for  aircraft  pilots.  The  simula- 
consists  of  a  full-scale  replica  of 
ihip's  bridge,  including  navigation 
1  control  gear.  A  12-by-60-foot 
ved  screen  shows  the  "port  area" 
e  it  the  Chesapeake  Bay  or  Ras 
nura,  Saudi  Arabia— complete  with 
ithouses,  piers,  jetties  and  cliffs.  A 


computer  analyzes  helm  orders  and 
changes  the  camera  projections  so 
that  the  boat  seems  to  maneuver 
through  the  port.  The  system  can  also 
alter  weather  and  visibility  conditions 
as  well  as  simulate  engine  or  rudder 
failure. 

Broadening  The  Options 

Lockheed  Aircraft  Corp.  is  trying 
a  new  way  to  whittle  down  the  $450 
million  carried  on  its  books  in  past 
planning  and  startup  costs  on  its 
wide-bodied  L-1011  jet  transport  pro- 
gram. It  is  considering  offering  its 
latest  long-range  version,  the  L-1011- 
500,  with  optional  engines  from  Pratt 
&  Whitney  in  addition  to  the  British 
Rolls-Royce  engines  that  have  been 
standard  on  L- 10 lis  so  far.  The  P&W 
engine  would  be  like  that  on  most 
Boeing  747s,  and  the  potential  for 
maintenance  and  spare-parts  cost  sav- 
ings led  Pan  American  World  Airways 
to  ask  Pratt  &  Whitney  to  study  the 
possibilities.  Pan  Am  is  thinking  of 
buying  as  many  as  20  L- 101  Is,  at 
$37  million  each,  to  replace  aging 
Boeing  narrow-bodied  707s.  Such  en- 
gine options  aren't  new,  of  course: 
Both  the  747  and  the  McDonnell 
Douglas  DC- 10  are  offered  with  sev- 
eral alternate  power  plants. 

Copter  Sales 

Civilian  helicopter  use  has  almost 
doubled  in  the  last  five  years,  says 
the  Aerospace  Industries  Association. 
It  tallied  2,330  operators  of  6,181  hel- 
icopters in  1976,  vs.  5,222  choppers 
employed  by  1,891  operators  in  1975. 
Since  1971  those  numbers  have  been 
growing  at  roughly  12%  per  year.  In- 
dustrial and  corporate  applications, 
e  pe  ially  in  mining,  timbering  and 
off  si  ore  oil  exploration,  have  shown 


DO-IT-YOURSELF  ROOF 
SPRAY  SAVES  MONEY 


The  cost  of  roofing  contractors  has  gone  out 
of  sight.  The  Oo-lt-Yourself  Randustrial® 
Roof  Spray  Process  is  the  way  to  keep  roofing 
costs  in  line  this  year.  Your  own  men  do  the 
work  and  we  provide  the  equipment  and 
know-how  at  no  charge  to  you.  The  process  is 
so  simple  that  your  unskilled  laborers  achieve 
professional  results.  Inquire  today  for  details 
and  your  free  copy  of  our  new  64  page  1977 
Roofing  and  Maintenance  Catalog. 

CD  Show  me  your  color  roofing  movie. 
O  FREE  64  page  Maintenance  Catalog. 

NAME  

TITLE  

COMPANY  

ADDRESS  

CITY  


STATE,  ZIP. 
TEL.  NO  


^Randustrial . 
Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave./Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


RBES,  APRIL  1,  1977 


9 


Match  Play! 

Foot-Joy  color-coordinates  a  dozen  different  belts 
to  go  with  the  superb  new  leather  golf  shoes. 
Shown  here  with  a  new  shield  tip  golf  shoe  in  matching  colors 
of  brown  patent,  amber  patent  and  white  calf. 
Both  shoe  and  belt  also  come  in  blue,  yellow  and  white, 
red,  white  and  blue,  all  white.  Your  golf  professional 
will  show  you  the  1977  Foot-Joy  Collection. 

F00tJ0ye(3  Golf  Shoes 

Foot-Joy,  Inc..  Brockton.  Mass.  02403 


Get  to  know  Conrac. 


before  you  smell  smoke 


It's  a  good  idea  to  get  to  know  Conrac.  Our  Rixson-Firemark 
Smok-Chek™  door  closers  can  help  confine  smoke  and  flame 
and  automatically  sound  an  alarm  when  fire  threatens.  Fire/life 
safety  is  only  one  of  the  growing  electronic  industries  where 
Conrac  is  a  basic  manufacturer  and  marketer.  If  you  know  an 
architectural  hardware  consultant,  ask  him.  He  knows  us  well... 
and  the  better  you  know  us,  the  better  you'll  like  what  we  can 
do  for  you. 

CONRAC 

Write:  Conrac  Corporation,  330  Madison  Avenue,  New  York,  N  Y.  10017. 
10 


Trends  &  Tangents 


the  largest  increases  and  promise  tr 
greatest  future  growth.  Within  a  2(H 
nautical-mile  radius,  the  helicopter 
ability  to  take  off  and  land  on  an  a] 
pointed  spot  makes  it  more  efficiei 
than  winged  aircraft,  despite  a  coj 
ter's  lower  cruising  speed.  Civilia 
copter  demand  takes  up  the  slack  f( 
manufacturers  shy  of  government  coi 
tracts,  and  has  largely  made  up  f( 
the  drop  in  demand  after  Vietnam. 

Euphonic  Mix 

Beatrice  Foods'  decision  to  acquii 
hi-fi  equipment  and  auto  minor  mat 
ufacturer  Harman  International  Indu 
tries  ( $137-million  sales)  is  not  tf 
mismatch  it  might  at  first  glance  a] 
pear  to  be.  Part  of  Beatrice's  longtirr 
acquisition  strategy  has  been  to  zei 
in  on  consistently  profitable  produce 
of  leisure  specialties  that  are  growir 
faster  than  the  food  industry.  Stere< 
and  car  mirrors  should  feel  at  horr 
among  Beatrice's  other  nonfood  proi 
ucts,  including  Samsonite  luggag 
Airstream  trailers  and  Stiffel  lamps. 


Foreigi 


Butter  Bomb 

So  why  is  the  same  pound  of  buttt 
that  British  housewives  buy  for  an; 
where  from  95  cents  to  $1.29  beir 
sold  to  Russian  housewives  for  ju 
37  cents?  Well,  this  year's  detem 
special  occur;  because  of  son 
245,000  tons  of  unwanted  butter  : 
the  freezers  of  the  Common  Marke 
By  year-end,  the  golden  mounta; 
may  reach  500,000  tons— and  migl 
have  hit  750,000  but  for  the  recei 
European  drought.  The  glut  arose  b 
cause  Common  Market  farmers  get 
guaranteed  price  roughly  three  timi 
the  world  market  price.  In  order  1 
trim  storage  costs  now  nmnir 
$111,000  a  day,  Common  Market  o 
ficials  approved  a  75,000-ton  sale  I 
the  Soviet  Union  at  bargain  price 
When  Europe's  press  complained,  tl 
Common  Market  tried  to  kill  the  def 
But  10,000  tons  had  already  slippt 
east  through  their  fingers. 


A  Rape  Plus  A  Radish 

By  crossing  a  radish 
a  European  herb  of 
family  (as  is  the  radish 
hold  rape  oil  and  serve 
a  Scottish  researcher 
with  what  could  prove 
new  feed  for  cattle  and 
it  called?  A  "ravish,"  of 


Equal . . . 

and  a  rape 
the  mustai 
)  whose  seec 
as  bird  food 
has  come  u 
to  be  a  chea 
sheep.  What 
course. 


FORBES,  APRIL  1,  197 


Why  it's  good  business 

l    to  fly  Swissair. 


When  you're  travelling  on  business  you 
-'ant  to  get  off  that  plane  in  a  decent  frame  of 
lind.  All  ready  to  do  business. 

While  we  can't  guarantee  that  a  flight  on 
wissair  will  close  that  big  business  deal,  we'll 
Iways  make  sure  that  you're  in  the  best  possible 
lape  to  try.  After  all,  Swissair  is  a  privately- 
wned  airline.  So  we're  responsible  to  our 
ockholders.  Thafs  why  we  consider  a  ticket  on 
wissair  to  be  a  contract.  A  promise.  And  we  only 
lake  promises  that  we  can  keep. 

You'll  be  treated  as  if  you  were  staying  at  a 
ne  Swiss  hotel.  No  matter  where  in  the  plane 
du  sit.  You'll  be  served  on  real  china.  With  full- 
zed  knives  and  forks.  And  you'll  never  refer  to 
Dur  meal  as  "airline  food."  Stewardesses  will 
arken  to  your  call.  And  yet  know  when  you 
/ant  to  be  left  alone.  If  you're  travelling  from 


North  America  to  Switzerland  you'll  have  a 
roomier  747  or  DC-10  to  stretch  out  in. 

Actually  Swissair  starts  helping  you  with 
your  business  from  the  moment  you  book  your 
flight.  At  that  time,  arrangements  can  be  made 
through  Swissair  for  all  the  things  a  business  trip 
needs.  Hotel  rooms.  Limousines.  Conference 
rooms.  Translators. 

We  offer  you  those  special  Swissair  services 
anywhere  in  the  world  we  fly.  Which  means  that 
to  90  cities  in  63  countries  on  5  continents  you'll 
get  a  Swissair  flight  that  will  leave  you  rested, 
relaxed  and  in  the  right  shape  for  doing  your 
business. 

For  information  or  reservations,  call  your 
TRAVEL  AGENT,  corporate  travel  consultant,  or 
any  of  the  22  local  Swissair  offices  throughout 
the  U.S.  and  Canada. 


We  take  on  the  world's  most  demanding  business  travellers. 


Insuring  G 


Confronted  with  increas- 
ingly complicated  risks  and 
exposures,  together  witha  rise 
in  insurance  costs,  business  or- 
ganizations today  are  seeking 
new  approaches  to  insuring 
their  assets* 

A  brief  review  by  INA  of 
an  insurance  topic  of  interest 
to  business  executives* 


By  any  standard,  todays  business  organizations 
are  more  complex  and  have  more  difficult-to-meet 
insurance  needs  than  at  any  time  in  the  past. 

Typically,  a  modern  company  offers  a  variety  of 
products  and  services,  with  a  number  of  offices, 
factories  and  warehouses  at  widely  separated  loca- 
tions. Its  markets  are  international  and  its  distribu- 
tion patterns  complex.  Its  exposures  to  risk  of  loss 
are  correspondingly  widespread. 

For  some  firms,  the  dollar  magnitude  of  poten- 
tial losses  can  have  a  significant  impact  on  corporate 
profitability,  and  the  mounting  cost  and  complexity 
of  insurance  coverage  has  reached  the  point  where 
it  can  add  substantially  to  the  cost  of  doing  business. 

Under  these  circumstances,  corporate  risk  man- 
agers and  financial  executives  are  seeking  new 
alternatives  in  structuring  programs  to  protect 
their  companies'  assets. 

The  importance  of  risk  retention 

In  todays  markets,  insurance  coverage  often 
hinges  upon  the  retention  by  the  insured  of  some 


part  of  the  risks  involved— whether  through  hi: 
deductibles  or  outright  self-insurance.  Many  coi 
panies  find  that  the  higher  cost  of  insurance  in  its< 
justifies  increased  risk  retention.  Determining  wr 
part  of  what  risks  might  be  self-insured  is  one 
the  most  important  single  moves  a  company  c 
make  toward  efficient  overall  protection. 

Those  risks  with  high  loss  frequency  but  1( 
severity  are  good  candidates  for  partial  or  comple 
retention.  The  company's  capacity  to  finance  ri 
retention  must  be  considered  in  every  case,  wi 
large  exposures  above  certain  limits  often  plac 
with  an  insurance  carrier. 

Any  program  of  risk  retention  should  also  ma 
provision  for  the  services  usually  furnished  wi 
insurance  coverage.  They  include  loss  contn 
claims  handling,  record  keeping,  rehabilitatio 
salvage  and  subrogation  (the  right  of  the  compai 
to  succeed  to  a  claimant  s  rights  after  satisfying  tl 


ms).  Such  services,  which  may  be  financed 
ough  funds  saved  on  premium  payments,  can  be 
nished  internally  or  provided  by  an  outside 
iplier. 

If  a  corporation  is  able  to  handle  sizable  risks, 
light  also  consider  the  formation  of  a  company- 
ned  "captive"  insuranceor  reinsurance  company, 
h  services  provided  in  part  from  the  outside. 

A  comprehensive  approach 

The  range  of  corporate  insurance  needs  fre- 
■ntly  includes  both  standard  risks,  for  which  in- 
ance  usually  can  be  readily  obtained,  and  high 
is,  which  can  be  more  difficult  to  place.  Generally 
aking,  a  company  with  a  wide  range  of  risks 
>ht  find  it  advantageous  to  treat  all  of  its  ex- 
ures  together.  Working  through  an  insurance 
ker  or  agent,  the  company  can  then  approach 
urance  carriers  with  a  comprehensive  picture  of 


its  overall  needs  and  invite  them  to  propose  solu- 
tions that  best  fit  the  firms  requirements. 

This  could  result  in  all  coverages  being  placed 
with  the  insurer  that  offers  the  best  proposal. 

Alternatively,  the  difficult-to-place  risks  may 
have  to  be  handled  by"layering"— placing  coverages 
in  layers  with  different  carriers.  In  unusual  high- 
risk  situations,  all  or  part  of  the  coverages  may  have 
to  be  placed  with  surplus  lines  or  excess  lines 
carriers. 

Many  firms  face  complex  alternatives  in  meet- 
ing their  insurance  needs.  Comprehensive  analysis 
of  all  available  options  by  risk  managers  and  finan- 
cial executives,  working  closely  with  agents  and 
brokers  and  the  insurance  companies  they  repre- 
sent, can  generate  the  most  cost-effective  solutions. 

As  an  objective  discussion  of  the  insurance 
needs  of  husiness  today,  INA  has  prepared  a  book- 
let entitled,  "Insuring  Complex  Risks:  Some  Pro- 
fessional Cons iderat ions!'  Copies  may  be  requested 
by  writing  INA  Corporation,  1600  Arch  Street. 
Philadelphia,  Pa.  19101. 

*       *  * 

The  Insurance  Company  of  North  America  was 
founded  in  Independence  Hall,  Philadelphia,  in 
1792. Today  INA  and  its  affiliated  companies  oper- 
ate around  the  world  with  major  interests  in 
property  and  casualty  insurance,  marine  and  avia- 
tion insurance,  life  and  group  insurance,  reinsur- 
ance and  risk  management  services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers —professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 


Insurance  Professionals 


America's  second-largest  cargo 
port  is  in  a  pretty  surprising  state. 


At  Hampton  Roads.  Virginia,  they 
handled  over  53  million  tons  of  cargo 
last  year.  Second  only  to  New  York. 
And  well  ahead  of  some  other  ports  with 
bigger  names  (but  smaller  capabilities). 

Surprising'5  Not  really. 

You  see  \  Mh  five  "pure"  con 
tainer  berths,  steamship  service 
to  250  foreign  cities  and  hook 
ups  to  strong  highway  and 
rail  systems.  Virginia's 
leading  port  is  on  its 
way  to  becoming 
America's  lead 
ertoo 

When  it  happens,  don't 
be  surprised.  Be  here. 
Taking  advantage  of  the 
business  advan 
tages  of  a  pretty 
surprising  state 

Virginia 

Profit  from  the 
Vigor  of  Virginia 


nH.Va  2^21f)Phone<S04)  7S(,  1791 


Your  company 
needs  a  tie 
that  says 
the  best 
about  you 

A  Chelsea-created  necktie  conveys 
the  finest  possible  image  of  your 
company.  Let's  talk  ideas  .  .  . 
for  executive  wear,  gifts,  awards. 
Our  people  the  most  experienced, 
our  long  customer  list  the  blue- 
book  of  American  prestige.  We'll 
make  as  few  as  1  50  ties  .  .  . 
impeccably  yours.  Phone  or  write 
to  David  Wessel,  president. 

WACHELSEA 

P.O.  Boxl59F 

Scarsdale.  M  Y.  10583    LI  LV* 
Tel:  914-725-2040 


CUSTOM  CREATED 
TIES,  SCARVES,  BADGES 
FOR  CORPORATIONS.  BANKS,  CLUBS 


Readers  Say 


Accounting  Cover 

Sir:  Your  Mar.  15  cover  is  in  pool 
taste  and  probably  libelous  of  a  fine 
hard-working  profession  that  strive! 
to  improve  its  proficiency  in  an  arej 
stultified  by  excessive  regulation; 
from  tax  and  other  governmental  au 
thorities.  ...  I  recently  sent  you  a 
check  for  a  three-year  subscription.  ] 
would  like  this  refunded  in  order  tc 
subscribe  to  Barron's,  a  publicatior 
with  greater  objectivity. 

—Blake  T.  Uptor 
Belvedere,  Calif 

Sin:  .  .  .  probably  the  most  lucid 
significant  and,  unfortunately,  truth' 
ful  statement  made  in  recent  years  re 
garding  the  state  of  affairs  in  Ameri 

can  business. 

—John  T.  Thomai 
Vice  President 
Lamalie  Associated 
Chicago, 

Sir:  I  never  realized  Forbes  publ 
lished  a  lampoon  edition  until  I  sad 
the  Mar.  15  cover.  It's  too  bad  so 
many  people  will  see  the  cover  an< 
not  read  the  article. 

—Sidney  M.  Braverman,  CPu 
Rochester,  N.l 

Sir:  Your  black-white  cover  show 
that  more  often  than  not  Forbe 
comes  up  with  things  fantastic  bi| 
good! 

—Clyde  H.  Prope 
Bayside,  N.Y 

Sir:  .  .  .  poor  taste.  Cancel  my  sun 
seription  immediately. 

-John  F.  Patko,  CPl 
Dayton.  OhU 

l 

No  Confrontation 

Sir:  Contrary  to  your  article  ol 
RCA  (Feb.  15),  I  did  not  decide  ti 
go  into  the  mainframe  computer  busi 
ness  and  confront  IBM  head-on! 
When  I  became  president  in  1966 
RCA  was  already  heavily  eommitteo 
to  mainframes.  My  decision  to  red 
ommend  withdrawal  from  the  main 
frame  business  in  1971  was  made  ii 
the  belief  that  corporate  resource 
could  be  more  profitably  employei 
elsewhere.  The  subsequent  growth  o 
RCA's  telephone  and  satellite  service 
is  largely  a  result  of  that  decision, 
am  gratified  that  the  article  credit 
the  diversified  business  with  makin; 
a  major  contribution  during  the  reces 
sion,  since  that  was  exactly  my  on 
jective  in  acquiring  Hertz,  Ban  que 
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Unarco  Industries 


Tube  Mill 


Office 


f  l  t  i  i  i  fca 


V 


Four  things  you'll  need  to  get 
started  in  our  business. 


In  some  businesses, 
all  it  takes  to  get  started 
is  a  phone,  an  office,  and 
a  good  secretary. 

In  ours,  it  takes  a  little 
more. 

Because  our  major 
activity  is  producing  steel 
tubing.  And  that  takes 
some  very  expensive 
equipment,  as  well  as 
highly  trained  and 
experienced  personnel. 

For  example,  to  produce 
the  wide  variety  of  tubing 
the  market  demands,  we 


have  18  tube  mill 
machines,  acquired 
during  more  than  20 
years  in  the  business. 
To  buy  just  one  of  these 
machines  today  would 
cost  upwards  of  $1  million 

As  the  price  of  steel 
continues  to  increase, 
the  demand  for  high 
strength  steel  tubing 
continues  to  grow.  And 
our  business  becomes 
healthier  and  healthier. 

But  anyone  who  wants  to 
jump  into  it  has  to  take 


quite  an  expensive  leap. 

That's  one  more  reason 
why  we  at  Unarco 
Industries  can  look 
forward  to  the  future  with 
such  confidence. 

And  why  the  serious 
investor  should  take  a 
careful  look  at  us 

For  our  latest  financial 
report,  write  Unarco 
Industries,  332  South 
Michigan  Avenue, 
Chicago,  Illinois  60604 
Or  call  (312)  341-1234 


Unarco  Industries 

Making  the  most  of  steel. 


"ITS  LIKE  BEING 
A  RACE-TRYING  TO  STAY 
AHEAD  OF  INFLATION 
AND  TAXES  TODAY." 


John  L.  Burke,  Vice  President  Sales,  A.H.  Robins  Company. 


As  in  any  race,  successful 
men  and  women  like  John  L. 
Burke  have  learned  to  over- 
come the  obstacles. 

They  know  that  before 
you  start  any  race  you  have 
to  have  a  plan. 

At  Thomson  McKinnon 
Securities  Inc.  we'll  develop 
that  plan  for  you-whether 
it's  for  yourself  or  your  em- 
ployee benefit  funds. 

We're  a  full-service 
investment  firm  (one  of  the 
largest)  and  we  have  invest- 
ed in  skilled  professionals 


in  the  financial  field. 

We'll  show  you  invest- 
ment opportunities  that  we 
believe  will  help  you  beat 
galloping  inflation  and  ris- 
ing taxes. 

We'll  show  you  how  to 
take  full  advantage  of  infla- 
tion hedges  and,  possibly, 
tax  free  and  tax  deferred 
investment  programs. 

Call  us  at  (212)  482-6410. 
You  could  say  we've  been 
training  for  years  just  to 
help  you  try  to  win  this  race. 


THOMSON 
A/m  WON 

SECURITIES  INC. 


A  brokerage  house  you  can  bank  on. 

1  New  York  Plaza,  New  York,  New  York  10OH.  (212)  482-6410. 


Readers  Say 


Foods  and  Coronet— to  lessen  RC/| 
dependence  on  its  more  cyclical  ma 
ufacturing  businesses. 

—Robert  W.  Sarna 
New  York,  N. 


Quo  Vadis? 

Sir:  Re  your  remarks  on  making 
will  ( Fact  and  Comment,  Mar.  1 ) . 
you  are  planning  on  being  consume 
in  flames  after  passing  on,  I  suggfl 
you  make  some  changes  in  your  li| 
before  that  time  arrives.  Personally, 
am  looking  forward  to  a  complete 
different  experience,  one  which  w| 
be  very  pleasant. 

—Jerry  McGrai\ 
Winter  Park,  F| 

"I  say  unto  you,  joy  shall  be 
heaven    over    one    sinner    that  r| 
penteth,  more  than  over  ninety  ai) 
nine   just  persons,   which   need  i 
repentance"— MSF. 


Missed  Performer 

Sir:  Re  your  Dividend  Raisers  tj 
ble  in  the  Mar.  1  issue.  The  educ 
tion  of  your  editor  on  dividends  hi 
been  sadly  neglected  when  he  cJ 
miss  completely  the  most  outstandiij 
record  of  26  years  of  dividend  i 
creases  by  Ametek,  including  two  chl 
idend  increases  last  year. 

-John  H.  U 
Chair  ma 
Ameti 
New  York,  N.l 

Sir:  Ametek's  27-year  record  of  dj 
idend  increases  is  equalled  only  1 
IBM  and  Sun  Oil.  The  number 
bruises  on  my  backside  received  sin 
Mar.  1  demonstrates  that  nearly  all 
our  directors,  our  president  and  cha; 
man  and  at  least  a  half-dozen  vi| 
presidents  read  Forres  meticulous 
within  48  hours  of  its  delivery. 

—Darrah  E.  Ribb 
Director  of  Public  Relatior 
Amett 
Paoli,  F 

Editor's   Note:    Ametek  had 
course  been  included,  but  the  lil 
was    inexplicably   lost    'twixt  print 
and  printed  page.  Sorry. 


Critic's  Choice 

Sir:  After  seeing  the  movie  Ti 
Big  Bus  with  my  wife  and  my  eigH 
year-old  son,  I  got  the  same  impre 
sion  you  did  (Fact  and  Commer 
Mar.  15).  We  were  the  only  onl 
laughing!  You  are  not  alone. 

-Carl  H.  Reu 
New  York,  N. 
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laving 
he  Main 
rrame. 

!ome 
entral 
omputers 
let  bogged 
lown  by  nickel 
nd  dime  jobs  from  distant  plants  and  offices. 
Vith  Harris  "intelligent"  terminals 
nd  controllers,  remote  locations  can 
andle  routine  processing  on  the  spot, 
aving  main  frame  time  for  main  frame  work. 
\lr\te:  Harris  Corporation, 
5  Public  Square,  Cleveland,  Ohio  44113. 


The  Harris  1600  Remote  Communications  Processor 


COMMUNICATIONS  AND 
INFORMATION  HANDLING 


Research-Cottrell : 
working  with  utilities 


Utilities  need  environmental  solutions: 
solutions  that  balance  cost  and  effectiveness 
to  meet  increasingly  stringent  regulations  at 
a  cost  they  can  live  with. 

Research-Cottrell  supplies  practical, 
workable  solutions  across  the  whole  range  of 
environmental  problems  utilities  face  today. 
Problems  so  vast  and  complex  that  utilities 
will  have  to  spend  an  estimated*  $9.13  billion 
just  to  meet  existing  pollution  control 
standards. 

RESEARCH-COTTRELL: 
THE  BALANCER. 

Research-Cottrell,  the  largest  company 
in  the  world  exclusively  concerned  with 
environmental  problems,  offers  utilities  the 
broadest  range  of  environmental  services. 

Three  of  our  divisions  in  particular  offer 
solutions  to  utilities'  most  pressing  problems. 

Our  Utility  Gas  Cleaning  Division 
produces  electrostatic  precipitators,  fabric 
filters  and  scrubbers  to  control  particulate 
matter,  and  systems  for  removing  and 
handling  sulfur  dioxide. 

Our  Custodis  Chimney  Division  builds 
chimneys,  some  1,000  feet  tall,  to  disperse 


For  balanced 
environmental  solutions. 


combustion  gases  in  fast-moving  upper  air 
currents. 

And  our  Hamon  Cooling  Tower  Division 
designs  and  constructs  mechanical  draft 
cooling  towers  and  is  a  leader  in  the  natural 
draft  cooling  tower  market.  These  towers 
maintain  thermal  balance  in  surrounding 
water  bodies  so  that  fish  and  plant  life  are 
unaffected. 

Environmental  solutions  that  balance 
cost  and  effectiveness.  Practical  solutions. 
Utilities  need  them.  The  environment  needs 
them.  Research-Cottrell  provides  them. 

For  a  brochure  describing  our 
capabilities,  or  a  reprint  of  the  LoGrippoart 
write  to  Research-Cottrell,  Inc., 
P.O.  Box  750,  Bound  Brook,  N.J.  08805. 

*9th  Annual  McGraw-Hill  Survey  Pollution  Control 
Expenditures,  May  14,  1976. 

Research-Cottrell 

Experienced  Environmental  People 

AIR  POLLUTION  CONTROL  GROUP  •  OXY-CATALYST.  INC. 
HAMON  COOLING  TOWER  DIVISION    •  FLEX-KLEEN  CORP. 
ENVIRONMENTAL  ENGINEERING 
(METCALF  &  EDDY  •  CONNELL  M  &  E  •  SUNN,  LOW,  TOM  S.  HARA) 
CUSTODIS  CHIMNEY  DIVISION  »  INTERNATIONAL  GROUP 


98  REGENCY 

THE  MARRIAGE 
OF  LOGIC  AND 
LUXURY 

Some  decisions  in  life,  fortunately,  are  never 
made  for  purely  logical  reasons.  And  that's 
true  of  the  thinking  man's 
luxury  car,  the  Oldsmobile 
98  Regency. 

When  you  buy  a 
Regency,  it's  easy  to  see 
what  the  attraction  was  in 
the  first  place.  It  simply 
surrounds  you  with  the  kind  of  elegance 
you  could  never  justify  to,  say,  your 
accountant. 

But  then,  he  may  never  have  relaxed  in 
"loose-pillow"  look  crushed  velour  seats. 

Or  experienced  the  smooth  ride,  the  feel- 
ing of  control,  designed  into  the  Regency's 
computer-engineered  suspension  system. 

The  quiet  that  allows  for  easy  conversa- 
tion. Even  at  highway  speeds. 

Yet  for  the  man  who  takes  a  prac- 
tical view  of  luxury,  there  is  a 
certain  logic  to  this  luxury  car. 

The  logic  of  improved  gas 
mileage  over  last  year's 
model.  The 


Regency,  with  standard  automatic, 
transmission  and  350  V-8,  will 
get  you  to  the  church  on 
time.  Economically.  (EPA 
estimates:  21  miles  per 
gallon  on  the  highway  and 
16  in  the  city.  Your  mileage 
depends  on  how  you  drive,  your  car's  cc 
dition,  and  its  equipmer 
EPA  ratings  are  lower 
California.) 

Then  there's  the  lo 
of  improved  maneu 
v@   ability  in  city  traffic 
Of  efficiently  organis 
space  for  your  luggage 
Improved  head  and  rear  legroom. 

Most  logical  of  all,  the  logic  of  value  f 
dollar  in  your  luxury  car. 

And  that  is  our  secret  of  a  successful 
marriage. 


Can  we  build  one  for  you? 


! 

y 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WITH  RETAIL  SALES  STEADILY  CLIMBING 

capital  spending  must  follow  later  if  not  sooner. 

A  NEW  ENERGY  DEPARTMENT  WITHOUT  FULL  AUTHORITY 


would  be  simply  another  near  mirage  to  join  those  two 
other  recent  Cabinet-level  grandiose  abortions,  the  Depart- 
ment of  Transportation  and  the  Housing  &  Urban  De- 
velopment Department. 

Unless  an  energy  agency  has  power  over  the  whole  bit — 
from  the  Federal  Energy  Administration,  Federal  Power 
Commission,  the  Energy  Research  &  Development  Ad- 


ministration, all  related  Interior  Department  areas  and 
everything  else— it  will  simply  end  up  mouthing  hopes  and 
filing  blueprints  for  a  future  that'll  never  happen. 

Energy  Secretary-designate  Schlesinger  may  have  teeth 
enough  to  chomp  a  pipe,  but  without  legal  bite  over  all 
the  government's  myriad  cross-purposed  energy  impacters, 
he  and  we  might  as  well  forget  the  whole  thing. 


GET  AMTRAK  OFF  THE  TRACK 


How  much  longer  do  you  suppose  we'll  continue  pour- 
ing useless  $billions  (spent  to  date:  $1.5  billion)  into  main- 
taining Amtrak.  It's  a  railroad  passenger  service  that  runs 
on  average  less  than  half-full  trains  and,  when  the  trains 
do  run,  they  often  don't  run  on  time  or  at  all  well. 

I  don't  know  how  many  more  unpopular  spending  cuts 

BACKWARDS  WORKS 

The  Brookings  Institution— which  sometimes  produces 
studies  that  illuminate  rather  than  obfuscate— has  reported 
that  if  the  present  law  providing  federal  sums  to  help 
cope  with  city  slums  is  left  unchanged,  Fort  Lauderdale, 
for  example,  in  a  couple  of  years  will  be  receiving  four 
times  as  much  aid  as  presently,  while  on  the  other  hand 


and  such  things  President  Carter  can  be  expected  to  un- 
dertake in  the  first  round,  but  if  there's  ever  to  be  even  a 
token  advance  toward  a  balanced  budget  the  throwing  out 
of  the  projected  $3  billion  required  through  1980  to  com- 
pensate for  Amtrak's  little  used  passenger  rail  service  could 
represent  a  swift,  sizable  start. 

FEDERAL  URBAN  AID 

Newark,  N.J.  will  be  getting  less  than  half  of  the  inade- 
quate sum  it  now  receives. 

Rectifying  that  absurdity  should  be  the  first  step  Ms. 
Hams,  Carter's  Secretary  of  Housing  &  Urban  Develop- 
ment, can  take  before  she  gets  totally  bogged  down  in 
the  mire  that  constitutes  her  department. 


KEEPING  CONCORDE  OUT  OF  NEW  YORK  IS  OUTRAGEOUS 


The  Commissioners  of  the  New  York/ New  Jersey  Port 
Authority,  which  controls  among  other  things  the  area's 
three  airports,  should  read  the  charter  that  gave  them  their 
authority  and  should  act  promptly  to  let  the  Concorde 
land.  The  P.A.'s  recent  gutless  action  of  taking  no  action 
on  the  long-standing  requests  of  the  British  and  French  to 


permit  a  fair  SST  trial  is  inexcusable— especially  when  you 
consider  the  Eminence  of  the  half-dozen  Commissioners 
from  each  state. 

They  blew  nearly  $1  billion  building  monstrous  twin 
towers  to  house  world  trade,  yet  set  back  New  York  as  a 
world  trade  center  by  caving  in  on  dubious  noise-pollu- 
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Hon  grounds  (I  hope  that's  the  actual  reason;  more  repre- 
hensible ones  have  been  rumored). 

As  for  homes  in  the  takeoff  flight  path  at  Kennedy  air- 
port, I'll  wager  a  sizable  percentage  living  in  those  houses 
bought  them  at  a  price  that  took  into  account  the  air- 
port's proximity. 

Certainly  the  efforts  to  reduce  airport  noise  should  con- 


tinue, but  an  exception  should  be  made  for  this  handful 
of  SSTs.  On  purely  economic  grounds  they  will  likely  not 
survive  unto  a  second  generation,  but  to  kill  'em  by  not 
letting  them  land  is  dirty  pool. 

Can  you  blame  the  French  and  the  British,  who  poured 
their  souls  and  sous  by  the  $billions  into  the  Concorde, 
for  reacting  -with  bitterness? 


CAROL  BURNETT  IS  GOOD-FUN  FUNNY 

During  her  TV  show  the  other  night,  they  got  off  a  crack  swaddled  infant,  "The  baby  has  my  smile."  Observes 
that  cracked  up  this  grandparent:  Says  grandmother,  with     daughter,  "Mother,  you're  holding  the  baby  upside  down." 

NAMING  BOB  STRAUSS  COULD  BE  BEAUTIFUL 

Bob    Strauss    is  likely   to   turn   out   to   be   an   in-  (See   p.    25.)   Look   at   the   Miracle   of   Harmony  he 

spired  choice  for  the  no-win  job  of  heading  up  our  wrought  among  the  Democrats  up  to  and  through  the 

tariff    negotiation  group.    If    anybody    can    keep    the  presidential  convention.  .  .  .  That  was,  potentially,  an  even 

Disappointed  less  mad  than   they  might  be,  he  can.  worse  can  of  worms. 

THREE  "LIVE"  SHOWS 


Even  if  you're  not  into  ballet,  you've  heard  of  the 
Red-fled  Russian,  Rudolf  Nureyev,  greatest  dancing  genius 
since— and  apparently  including— Nijinsky. 

I  hate  to  confess  to  a  not  very  high  quotient  of  ballet 
appreciation  but  it  seemed  a  dreadful  thing  not  to  at  least 
once  see  a  live  Nureyev.  In  his  current  repertoire  of 
three  works,  the  first  one  was  enough  to  be  able  to  say 
I'd  seen  him  dance. 

Attending  the  very  funny  British  play,  Dirty  Linen,  an 
evening  later,  I  found  the  second  feature— a  24-minute 
recital  of  a  blank-versed  verbal  tour  of  the  U.S.  New- 


Found-Land— a  blank-minded,  blankety-blank  bore.  By 
the  time  the  gesticulated  recital  reached  the  Mississippi, 
I  was  ready  to  hit  the  exit. 

That  week's  final  event  was  an  hour  and  a  half's  worth 
of  famed  Golden  Gloves  boxing  bouts  at  Madison  Square 
Garden.  These  assorted-weight  amateur  scraps  pack  more 
exciting  action  into  three  two-minute  rounds  than  any 
world  championship  does  in  15. 

Of  the  three  Live  shows,  I  found  the  last  most  enter- 
taining—which should  confirm  the  acerbic  judgment  of  so 
many  Forbes  readers  who  write  Letters  to  the  Editor. 


FAMILY  TREES 

used  to  be  something  that  a  monied  few  could  afford  to  another  fallout  from  a  black  man's  incredible,  impactful 
trace  (and  prune).  Now,  everybody's  into  their  Roots— yet     tracing  of  his  ancestry. 


A  Note  to  Carter  Critics: 


A  PARDON 

is  a  forgiveness,  not  a  reward. 


OLDER  IS 

Those  of  us  enjoying  middle  age  (57  by  my  definition) 
can  look  forward  with  ever-greater  joy  and  comfort  to  the 
dec  ades  ahead,  according  to  Alex  Comfort,  the  gerontolo- 
gist  who  authored  those  best-sellers  The  Joy  of  Sex  and 
More  Joy  of  Sex.  His  new  book  is  entitled  A  Good  Age. 
It  is  littered  with  nifty  nuggets: 

"The  human  brain  does  not  shrink,  wilt,  perish 
or  deteriorate  with  age.  It  normally  continues  to 
function  well  through  as  many  as  nine  decades." 

"Most  of  the  handicaps  of  oldness  in  our  so- 
ciety are  social,  conventional  and  imaginary.  The 
physical  changes  are  trifling  by  comparison." 

THOSE  "WELL  OFF"  ARE  NOT 

necessarily  so. 
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BETTER 

"Older,  fit  drivers  are  the  least  dangerous  on 
the  road.  By  70-plus  you  have  experience,  and 
the  accident-prone  fraction  of  the  population  is 
dead  or  disqualified." 
Author  Comfort  exhorts  Over-65ers  to  ruthlessly  reject 
any  indulgent  deference  by  younger  generations.  As  for 
taking  it  easy,  he  observes:  "Leisure  is  a  con";  as  for  re- 
tirement, he  suggests:  "Two  weeks  is  about  the  ideal 
length  of  time." 

The  book's  a  real  Rejuvenation  shot  and  should  make 
a  perfect,  highly  irritating  gift  from  Over-65ers  to  those 
they  know  who've  not  yet  reached  this  ideal  age  stage. 

WHEN  ONE  IS  DESCRIBED  AS  "RICH" 

it's  always  well  to  ask,  "in  what?" 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments.  

Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


How'ja  Like  Dat? 

American  has  been  our  second  lan- 
guage in  Britain  since  World  War  II, 
so  we  have  no  problem  with  your 
[TV]  shows.  Unfortunately  for  us, 
America  has  not  adopted  English  as 
its  second  language. 

—Sir  Denis  Foreman, 
British  television  executive 

To  Err  Is  Asinine 

.  .  .  We  have  transformed  social  as- 
pirations into  entitlement.  We  have 
created  a  "spoils  system,"  a  nation  of 
special-interest  groups  all  scream- 
ing we-want-what-we-want-when-we 
want-it,  heedless  of  the  cost,  the  abili- 
ty of  taxpayers  to  shoulder  the  bur- 
den, or  the  fact  that  the  price  we  pay 
for  more  and  more  public  programs  is 
less  and  less  private  freedom.  .  .  .  Un- 
der the  guise  of  "protective  law"  Con- 
gress has  created  a  fourth  branch  of 
government,  a  maze  of  regulatory 
agencies  which  are  variously  estimat- 


R.OME— If  the  wobbly  Christian 
Democratic  government  falls,  Pre- 
mier Giulio  Andreotti  will  have  al- 
ready won  a  unique  place  in  Italian 
history:  He  is  the  first  leader  within 
memory  to  crack  down  on  two  of 
Italy's  favorite— and  centuries'  old- 
pastimes:  evading  taxes  and  smug- 
gling currency  out  of  the  country. 
The  crackdown  goes  beyond  the 
highly  publicized  grilling  of  Sophia 
Loren  by  customs  agents.  In  recent 
months  there  have  been  hundreds 
of  arrests.  "This  is  a  novelty  for 
Italy,"  Premier  Andreotti  proudly 
told  me,  and  indeed  it  is. 

His  move  is  reminiscent  of  for- 
mer French  Premier  Pierre  Mendes- 
France,  who,  when  in  office  20 
years  ago,  tried  to  persuade 
Frenchmen  to  switch  from  wine  to 
milk.  He  lasted  only  eight  months 
at  the  helm. 

As  for  what  cynics  label  Italy's 
"new  growth  industry"— crime,  es- 
pecially kidnapping— Andreotti  says 
that  the  police  now  have  more  mus- 
cle. "In  the  last  36  months,  of  148 
reported  kidnappings,  88  have  been 
solved,  486  persons  have  been 
identified  and  indicted." 

On  other  fronts,  however,  An- 
dreotti's  progress  has  been  more 
limited.  No  Western  leader  faces 
political  and  economic  problems  of 


ed  to  cost  the  American  consumer 
some  $130  billion  a  year.  ...  If  we 
continue  to  sandbag  this  wealth-gen- 
erating, job-generating  sector  long 
enough  and  hard  enough,  it  will  even- 
tually succumb.  To  those  who  think 
it  will  strike  business  but  pass  over 
labor;  smite  the  rich  but  leave  the 
poor  unscathed;  topple  the  taxpayer 
but  spare  the  tax  spender,  be  assured 
you  err! 

—Gerald  H.  Trautman 
Chairman, 
Greyhound  Corp. 

Germany's  Schmidt  Gives 
Carter  Advice 

"The  German  economy  is  in  good 
shape,"  [said  West  German  Chancellor 
Helmut  Schmidt].  He  emphasized 
that  he  was  opposed  to  any  tax  cuts- 
even  to  spur  business  investment.  He 
indicated  disbelief  that  cutting  taxes 
was  a  way  to  cure  unemployment. 
West  Germany's  rate  of  inflation  has 


WHITHER  ITALY? 

By  M.S.  Forbes  Jr. 

the  magnitude  of  Andreotti,  and 
probably  no  leader  has  so  few  tools 
with  which  to  work.  Italy's  govern- 
ments are  notoriously  unstable,  and 
Andreotti's  survives  only  at  the  suf- 
ferance of  the  formidable  Commu- 
nist party. 

The  most  significant  achievement 
of  Andreotti's  is  that  "the  outflow  of 
capital  from  Italy  has  been  sub- 
stantially improved.  Net  inflows  are 
being  recorded.  The  current  rate 
for  the  dollar  on  the  black  market 
seems  to  be  well  under  1,000  lire 
[the  official  rate  is  about  890]." 

But  the  prime  minister's  attempts 
to  persuade  unions  to  drop  the 
ruinous  scala  mobile  (which  ties 
workers'  wages  to  the  inflation  in- 
dex) met  with  only  limited  success. 
Italy's  inflation  rate  is  the  highest 
among  major  industrial  countries. 

Andreotti  knows  well  what  needs 
to  be  done  for  Italy's  recovery.  But 
knowing  what  should  be  done  and 
getting  it  done  are  two  different 
matters,  especially  in  Italy.  Con- 
cerning cutting  government  spend- 
ing, for  example,  Andreotti  ruefully 
notes,  "Social  services  are  now  part 
of  the  political  reality.  There  are 
certain  rigidities  here."  His  austeri- 
ty program  faces  an  uncertain  fu- 
ture with  Parliament. 

Can  Andreotti  survive?  His  very 


come  down  to  less  than  4%,  one  of 
the  lowest  in  the  world.  But  this,  said 
Mr.  Schmidt,  "is  precisely  because  we 
have  maintained  strict  policies."  [He] 
suggested  that  the  Carter  Administra- 
tion would  be  well  advised  to  do  the 
same.  "Not  only  is  your  inflation  high- 
er than  ours,"  he  said,  "but  also  your 
unemployment  rate  is  twice  as  high  as 
ours."  .  .  .  [Schmidt]  feels,  in  common 
with  most  German  conservatives,  that 
the  best  way  to  cure  unemployment 
is  to  keep  the  mark  stable. 

—Leonard  Silk, 
New  York  Times 

Love  thru  Thin  and  Thick 

Britain's  grand  old  sex  symbol,  Di- 
ana Dors,  finds  that,  at  44,  she's 
amounting  to  more— much  more— than 
her  onetime  37-24-35.  Her  only  mis- 
take was  asking  third  husband  Alan 
Lake,  "Will  you  still  love  me  when 
I'm  old  and  fat?"  Lake's  deadpan  re- 
ply: "I  do." 

—People 


weakness  may  turn  out  to  be  a 
source  of  strength.  Most  other 
prominent  Christian  Democrats 
probably  would  not  be  acceptable 
to  the  rest  of  the  Italian  Parliament. 
Several  have  been  implicated  in  the 
Lockheed  bribery  scandal. 

The  Socialist  and  Social  Demo- 
cratic parties  have  also  been  tainted 
by  Lockheed  and  would  probably 
suffer  the  most  if  elections  were 
held  now  (which  would  be  the 
likely  result  of  Andreotti's  fall) . 

The  Communists  are  in  a  quan- 
dary. Their  leaders  know  that  Italy 
needs  a  stiff  dose  of  austerity  and 
would  prefer  that  someone  else  ad- 
minister it.  But  their  passivity  is 
losing  them  support  from  the  nu- 
merous, disillusioned  young  and 
from  militant  laborers.  The  ap- 
peasement of  these  groups,  how- 
ever, would  mar  the  Communist's 
painstakingly  built  image  of  mod- 
eration and  respectability.  Italy's 
Reds  have  won  considerable  back- 
ing among  the  middle  class. 

When  Andreotti  visits  President 
Carter  in  Washington,  the  U.S. 
should  offer  whatever  political  and 
economic  support  it  can  for  his  be- 
leaguered government  and  country. 

If  Andreotti  fails,  the  conse- 
quences for  the  West,  as  well  as 
for  Italy,  could  be  severe. 
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What  do  you 
call  a  specialty 

materials 
company 

that  finished 
the  year 


up  47%? 


We  call  it 
Ferro. 


Fiscal  1976  was  quite  a  year  for 
the  Ferro  Corporation.  A  record 
year,  in  fact. 

Sales  totaled  $376.5  million. 
Net  income  was  $4.02  a  share. 
A  total  of  $20.1  million. 
Earnings  per  share  were  up  47% 
over  1975. 

When  you  consider  that 
the  previous  year  was  itself 
a  good  year,  you  can  come  to 
appreciate  the  strides  we  made 
in  76. 

To  get  an  even  better  appreciation 
of  our  year's  performance,  write 
Mr.  A.  Posnick,  President,  for  a 
copy  of  our  Annual  Report.  Ferro 
Corporation,  One  Erieview  Plaza, 
Cleveland,  Ohio  44114. 
Once  you  see  the  comparative, 
you'll  undoubtedly  call  it  great. 
But  we  still  call  it  Ferro. 


®  FERRO, 


President  Carter's 
 Textile  Pilemma  

In  conflict  again  in  Washington  are  the  aspirations  of  the  Third  World 
and  the  pocketbooks  of  American  workers,  businessmen  and  consumers. 


"There  are  many  ivays  democracies 
in  unite  to  help  shape  a  more  stable 
oriel  order.  We  can  work  to  lower 
ade  barriers  and  to  support  the  in- 
rnational  agencies  that  now  make 
ipital  available  to  the  Third  World." 

—Candidate  Jimmy  Carter 
in  an  address  to  the 
Foreign  Policy  Association 
June  23,  1976 

"You  may  be  assured  as  President 
ivould  always  keep  a  watchful  eye 
it  for  your  industry  to  insure  that  it 
as  not  unreasonably  prejudiced  by 
unrestrained  foreign  competition." 

—Candidate  Jimmy  Carter 
in  a  letter  to  the 
Amalgamated  Clothing  & 
Textile  Workers  Union 
May  7,  1976 


Those  two  quotes  are  vintage  Jimmy 
Carter-on-the-hustings:  Tell  'em  what 
they  want  to  hear  and  worry  about 
the  consequences  later.  In  internation- 
al trade,  however,  the  implications  of 
such  conflicting  statements  will  come 
to  a  head  fast.  Nowhere  are  pressures 
greater  than  in  the  textile  and  ap- 
parel area.  And  because  all  the  parties 
to  the  struggle  have  a  measure  of  jus- 
tice on  their  side,  the  President  can't 
win.  The  only  question  about  the  out- 
come is  who  will  be  angry,  and  how 
angry  they  will  be. 

The  President  is  committed  to  fight- 
ing unemployment.  Operating  below 
capacity  now,  the  $70-billion-a-year 
textile  and  apparel  industry  is  the 
U.S.'  largest  industrial  employer.  It 
provides  paychecks  for  2.3  million 
workers— one  out  of  every  eight  in 


U.S.  manufacturing.  It  also  hires 
about  twice  its  share  of  women  and 
minorities. 

Though  imports  amount  to  less  than 
10%  of  the  U.S.  textile  and  apparel 
market  (a  lower  penetration  than  ei- 
ther automobiles  or  steel),  trade  po- 
licies designed  to  help  developing  na- 
tions would  quickly  cut  employment 
at  home.  Since  1973,  textile  and  ap- 
parel imports  have  grown  by  20%  to 
$4.5  billion,  and  the  industry  has  lost 
over  200,000  jobs. 

Moreover,  President  Carter  must 
make  some  key  decisions  soon.  The 
three-year-old  textile  quota  agreement 
—the  so-called  Multifiber  Arrange- 
ment, or  MFA— expires  in  December, 
and  general  multinational  trade  ne- 
gotiations have  been  stalled  a  year 
awaiting    a    new    Administration  in 
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Washington.  These  broad  tariff  ses- 
sions, held  under  the  U.N.'s  General 
Agreement  on  Tariffs  &  Trade,  are 
called  by  diplomats  the  Tokyo 
Round,  from  the  city  where  delegates 
meeting  in  1973  scheduled  the  cur- 
rent talks.  (These  will  he  held  in  Ge- 
neva, GATT  headquarters. ) 

Carter  is  under  heavy  domestic- 
pressure,  largely  from  labor  unions 
and  industries  hurt  by  imports,  to 
push  for  more  trade  protections. 
Some  other  developed  nations,  recov- 
ering from  the  recession,  are  leaning 
the  same  way.  Poor  countries,  on  the 


other  hand,  want  cuts  in  import 
duties  so  they  can  sell  what  low-level 
goods  they  do  manufacture— chiefly 
textiles  and  apparel— to  customers  in 
the  industrialized  world.  Banks,  con- 
sun  er  groups  and  much  U.S.  industry 
favor  such  expanded  trade.  It  can 
keep  prices  down.  It  also  gives  less- 
developed  nations  the  funds  to  service 
their  debt  and  to  buy  capital  goods. 

This  tension  over  trade  policy 
spilled  into  the  Administration's  ap- 
pointment process.  Being  Special 
Trade  Representative,  head  of  the  U.S. 
tariff  negotiating  team,  is  one  of  the 
best  jobs  in  government.  "You're  in  a 
position  to  do  little  favors  for  a  lot 
of  very  powerful  people,"  explains 
an  attorney  who  specializes  in  inter- 
national law.  The  Cabinet-level  post 
pays  $66,000  and  requires  offices  in 
both  Washington  and  Geneva.  (Trea- 
sury Secretary  W.  Michael  Blumenthal 
moved  from  the  deputy  STR  slot  in 
1967  to  become  president  of  Bendix 
International. )  Political  pressures 
were  so  great,  however,  that  Carter 
talent  scouts  didn't  announce  their 
nominee  until  late  February. 

The  last-minute  choice,  former 
Democratic  National  Chairman  Rob- 
ert Strauss,  a  wealthy  Texas  lawyer, 
is  a  consummate  compromise.  The 
State  Department,  which  has  been 
known  to  use  tariff  cuts  to  gain  oth- 
er diplomatic  objectives,  wanted  a 
free  trader.  So  did  Treasury,  with  its 
affinity  for  Adam  Smith  economics. 
Labor  wanted  a  man  committed  to 
pr  >  ring  jobs.  Threatened  industries 
like  apparel,  shoes  and  textiles  wanted 
a  sympathetic  ear.  Instead,  they  got 
a  politician.  "Bob  never  even  thought 
about  these  issues  until  the  day  Carter 
called  him  in,"  says  an  aide.  "Strauss 
understands  both  business  and  labor," 
Fieldcrest  Mills  President  William  Bat- 
tle says   confidently.   "What's  more, 


he'll  be  very  close  to  the  President." 

The  textile  industry,  of  course,  is 
not  alone  in  its  concern  about  im- 
ports.  The  U.S.  International  Trade 
Commission  recently  determined,  for 
the  second  time,  that  shoe  manufac- 
turers had  been  damaged  by  foreign 
competition.  Its  recommendation  for 
quotas  and  tariffs  is  now  on  •  Presi- 
dent Carter's  desk.  He  must  act  on 
it  before  the  middle  of  this  month. 
President .  Ford  rejected  a  similar 
proposal  last  year,  partly  because  he 
considered  it  inflationary,  and  partly 
because  he  thought  it  might  aggra- 


vate    political     tensions     in  Italy. 

On  top  of  that  came  last  month's 
protectionist  ITC  decisions:  The  six- 
man  Commission  recommended  rais- 
ing tariffs  on  television  sets  and  lower- 
ing sugar  import  quotas.  These  came 
after  heavy  political  pressure— cries  of 
injury  from  unions  and  TV  set  makers 
as  well  as  sugar  growers  in  Louisiana 
and  Minnesota. 

Now  these  two  hot  potatoes  pass  to 
President  Carter.  He  has  60  days  to 
accept,  reject  or  modify  the  ITC  ac- 
tions. Free  traders  at  the  State  and 
Treasury  Departments  will  surely  op- 
pose the  ITC,  but  they  may  lack  the 
clout  of  the  electronics  workers  and 
sugar  producers. 

When  it  comes  to  political  clout, 
however,  few  groups  can  match  the 
textile-apparel  combine.  The  textile 
industry  isn't  dominated  by  a  few  vis- 
ible giants,  as  in  oil  or  steel.  Its  plants 
are  mostly  small  and  spread  through- 
out the  South,  giving  small-town  ex- 
ecutives influence  with  many  congress- 
men. The  apparel  business  is  similarly 
diverse,  but  concentrated  in  large  cit- 
ies like  New  York  and  Los  Angeles. 
That  brings  together  two  areas  that 
politically  seldom  have  very  much  in 
common. 

Many  of  the  industry's  jobs  are  in 
regions  of  high  unemployment.  Inner- 
city  apparel  firms  typically  hire  wom- 
en and  minorities.  To  top  it  off,  un- 
ions that  are  normally  liberal,  such  as 
the  250,000-member  International  La- 
dies Garment  Workers  Union  and  the 
500,000-member  Amalgamated  Cloth- 
ing and  Textile  Workers  Union,  are 
all  for  fighting  off  imports.  "We've 
spent  a  couple  of  million  on  ads  to 
help  get  this  point  across,"  explains 
Gus  Tyler  of  the  ILGWU.  Its  broad- 
cast spots  feature  a  member  chorus 
imploring  listeners  to  "always  look  for 
the  union  label,"  as  proof  that  "we're 


able  to  make  it  in  the  U.S.A." 

Such  schmaltz  pays  off.  Days  after 
taking  office,  President  Carter  held 
his  first  meeting  with  an  industry 
group.  Who  was  invited  to  the  White 
House  family  theater?  Not  big  oil  or 
big  steel,  but  representatives  of  70 
textile  and  apparel  firms  who  lobbied 
for  greater  import  curbs. 

But  the  very  things  that  make  tex- 
tiles and  apparel  so  important  to  the 
U.S.,  of  course,  make  them  crucial  to 
developing  nations,  recipients  of  those 
other  promises  of  help  from  Carter. 

"Textiles  and  apparel  are  a  perfect 
threshold  industry,"  says  Ray  Shock- 
ley,  executive  vice  president  of  the 
American  Textile  Manufacturers  In- 
stitute. Capital  investment  per  work- 
er in  the  U.S.  is  roughly  $10,000, 
one-third  the  average  level  for  indus- 
try. In  addition,  the  main  labor  de- 
mand is  for  unskilled  to  semiskilled 
jobs,  such  as  spool  attendants  in  tex- 
tile mills  or  hemstitchers  in  apparel 
factories. 

As  nations  have  begun  to  industrial- 
ize—from 18th-century  England  to 
20th-century  Africa— they  have  con- 
centrated on  textiles  and  apparel. 
Such  products  are  basic  necessities, 
like  food  and  shelter,  with  ready  local 
markets.  Production  uses  standard- 
ized equipment  and  processes  that! 
need  few  skilled  workers.  "Equip- 
ment is  available  off  the  shelf  and! 
you  don't  require  too  many  experts," 
explains  Donald  Keesing,  senior  econ-j 
omist  in  the  World  Bank's  economics 
of  industry  division. 

India's  textile  and  apparel  indus- 
try, which  goes  back  to  the  days  of 
the  British  raj,  accounts  for  24%  of 
exports— and  could  export  even  more 
but  for  entry  barriers  to  items  like 
zippers  and  buttons.  More  realistic 
and  far  more  successful  exporters 
among  developing  countries  are  Hong 
Kong,  Korea  and  Taiwan.  Fashion- 
conscious  firms  there  import  fabrics— 
sometimes  from  the  U.S.— and  make 
them  up  to  fill  orders  from  large  re- 
tailers or  trading  companies.  Govern- 
ments there  impose  few  import  bar- 
riers, and  exporters  took  an  early  in- 
terest in  man-made  fibers,  which  in 
the  late  Sixties  were  the  fastest-grow- 
ing segment  of  the  business. 

Foreign  textile  operations  have 
grown  despite  U.S.  protectionism.  Af- 
ter World  War  II,  the  U.S.  was  all 
for  free  trade.  Our  industries  had  no 
competition  for  the  world  market. 
By  the  mid-Fifties,  however,  the  Japa- 
nese had  recovered  and  were  shipping 
so  much  cotton  cloth  to  the  U.S.  that 
the  domestic  industry  demanded  pro- 
tection. In  1956  President  Eisenhow- 
er persuaded  Japan  to  exercise  "vol- 
untary" restraints.  In  1961  President 
Kennedy  sought  similar  arrangements 


". . .  'Mexico  buys  more  from  the  U.S.  than  it  sells  to 
your  country— not  because  we  don't  have  things  to 
sell,  but  because  you  don't  let  us  sell' . . ." 
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with  other  countries.  The  agreements 
that  resulted  were  renewed  in  J  967 
and  1970,  but  soon  the  problem  shift- 
ed to  man-made  fabrics  and  apparel, 
in  which  the  U.S.'  main  competitors 
were  Hong  Kong,  Korea  and  Taiwan. 

In  1972  President  Nixon  moved  to 
negotiate  a  broader  agreement.  After 
a  one-year  effort,  the  Multifiber  Ar- 
rangement went  into  effect  in  January 
1974.  Under  it,  trading  partners  ne- 
gotiate bilateral  agreements  setting 
specific  quotas.  The  MFA  expires  at 
the  end  of  this  year,  as  do  12  of  the 


U.S.'  18  bilateral  textile  agreements 
negotiated  under  it.  With  MFA,  the 
U.S.  textile  and  apparel  firms  have 
more  protection  than  any  major  U.S. 
industry  enjoys. 

The  Administration  wants  the 
MFA  extended.  But  textile  and  ap- 
parel manufacturers  are  pushing  for  a 
laundry  list  of  changes.  First,  slower 
growth  rates.  The  MFA  sets  quota 
growth  levels  at  a  minimum  of  6% 
a  year;  bifaterals  usually  allow  for 
greater  increases.  The  U.S.  industry 
claims  6%  is  too  fast  because  the  do- 


"Look  For  The  Union  Label":  Labor  and  management  rarely  agree  on  any- 
thing in  the  textile/apparel  business,  but  on  imports  the  two  are  one.  As 
manufacturers  pound  down  Jimmy  Carter's  door  today,  labor  has  been 
pounding  the  pavement  against  foreign-made  clothes.  Their  competition? 
Korean  workers  (below),  who  turn  out  garments  for  38  cents  an  hour,  plus 
room  and  board.  If  Carter  decides  to  tighten  protections,  he'll  face 
another  problem:  Korea  is  also  a  major  importer  of  U.S.  raw  cotton. 


mestic  market  is  growing  at  only  2.5% 
annually.  "At  that  rate,"  explains 
Hugh  Close,  chairman  of  Springs 
Mills,  "in  20  years  we  wouldn't  have 
any  industry." 

The  industry  also  wants  no  quota 
growth  at  all  in  "severely  impact- 
ed'' categories  such  as  knit  sweaters 
(where  imports  equal  50"  of  the  mar- 
ket). Third,  industry  seeks  a  limit  in 
the  rate  at  which  a  country  can  use 
up  leftover  unfilled  quotas,  which  can 
disrupt  recovery  from  a  recession. 

There  are  other  industry  objectives, 
too:  a  bilateral  agreement  with  Com- 
munist China,  which  shipped  153  mil- 
lion square  yards  of  textiles— 3%  of  our 
textile/ apparel  imports— into  the  U.S. 
last  year,  and  a  promise  from  the  Ad- 
ministration not  to  reduce  textile  and 
apparel  tariffs  in  the  continuing  Ge- 
neva talks. 

In  addition  to  their  political  power, 
textile  and  apparel  men  can  argue 
their  case  on  the  merits.  They  aren't 
blindly  protectionist,  they  say.  They 
are  willing  to  compete— but  not  with 
industries  in  parts  of  the  world  where 
there  are  no  minimum-wage  or  anti- 
trust laws. 

So  President  Carter  is  listening  with 
a  sympathetic  ear.  "That  lone  ranger, 
Henry  Kissinger,  was  the  man  behind 
Ford  Administration  policy,"  says  Sen- 
ator Ernest  Hollings  (D-S.C. ),  a  close 
friend  of  the  industry.  "Many  folks 
think  he  was  trading  off  the  textile 
industry  for  other  things,  giving  ex- 
tra quotas  to  Third  World  countries 
in  return  for  unrelated  concessions." 
Hollings  expects  better  treatment  from 
businessman  Carter. 

No-Win  Situation 

Mexico  is  not  a  major  textile  pro- 
ducer. Its  $173  million  in  annual  tex- 
tile and  apparel  exports  to  the  U.S. 
comes  chiefly  from  value  added  by 
finishing  garments  at  U.S. -owned  bor- 
der plants.  But  President  Jose  Lopez 
Portillo  put  the  other  side  of  the  case 
neatly  on  his  recent  visit  to  Wash- 
ington: "We  buy  more  from  the  U.S. 
than  we  sell  to  it,  not  because  we 
don't  have  things  to  sell,  but  because 
you  don't  let  us  sell.  We  must  solve 
our  own  problems,  but  you  must  ex- 
amine your  decisions  that  undermine 
our  efforts." 

Portillo  makes  a  point— and,  as  any- 
one who  recalls  Mexico's  recent  huge 
oil  find  will  realize,  he  has  ways  of 
emphasizing  that  point.  So  do  other 
less-developed  countries.  So  do  un- 
employed U.S.  workers— who  can  also 
vote.  So  do  U.S.  apparel  makers  fac- 
ing cut-price  foreign  competition,  and 
U.S.  consumers  trying  to  fight  off 
soaring  prices.  For  the  President,  it's 
a  no-win  situation  where  the  only  goal 
must  be  to  lose  as  little  as  possible.  ■ 
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Texas  Instruments  Shoots  The  Moon 


Thirteen  years  hence,  Tl's  bosses  intend  to  make  seven  times 
today's  profit  on  six  times  today's  sales.  Are  they  serious?  You  bet. 


A  student  of  business  histoiy  read- 
ing this  story  in  1989  will  either  1) 
burst  out  laughing  at  the  naivete  of 
a  pair  of  provincial  Texans  who  didn't 
understand  that  growth  rates  inevita- 
bly decline  with  vast  size  or  2)  gasp 
in  awe  at  men  who  had  the  blend  of 
soaring  vision  and  iron  will  that  en- 
abled them  to  reach  such  incredible 
goals  in  an  uncertain  world. 

The  goal-setters  are  Texas  Instru- 
ments' Chairman  Mark  Shepherd  Jr., 
54,  and  President  J.  Fred  Bucy,  48, 
both  native  Texans.  So  how  are  the 
pair  of  semiconductor  kings  doing 
now?  Only  recently  TI  reported  rec- 
ord 1976  profits  of  $97.4  million  on 
record  revenues  of  $1.7  billion— and 
saw  its  price/ earnings  ratio  slide  on 
the  news.  For  back  in  1966  TI  had 
set  a  ten-year  goal  that  would  have 
yielded  double  the  earnings  on  nearly 
double  the  sales  it  actually  achieved. 

What  P/E  ratio  a  company  "ought" 
to  enjoy  is  of  course  a  matter  of  opin- 
ion. Though  Tl's  stock  is  down  from 
$138  in  1973  to  only  $83  recently, 
it  still  sports  a  multiple  of  20,  vs.  In- 
ternational Business  Machines'  18. 
Some  Wall  Streeters  think  even  20  is 
too  high  for  a  company  that  yields 
under  2%,  has  hoarded  $200  million  in 
excess  cash  and  refuses  to  go  along 
with  the  latest  corporate  fashion  of 
paying  out  generous  dividends. 

So  having  failed  to  make  their  $3- 
billion-revenues  goal  in  1976,  Tl's 
bosses  promptly  proceeded  to  set  a 
$10-billion-revenues  goal,  with  $700 
million  earnings,  for  1989— to  be 
achieved  with  internally  generated 
funds  and  without  acquisitions.  Ex- 
plains Shepherd:  "I  didn't  want  my 
boys  staggering  across  the  old  $3-bil- 
lion  line  thinking  they  could  let  up." 

Is  such  an  objective  anything  but 
wild  posturing?  One  answer  to  that 
question  could  be  drawn  from  U.S. 
business  history,  not  history  of  some 
remote  era  but  of  the  recent  past 
from  which  the  future  must  grow- 
that  is,  the  13  years  just  past.  No  U.S. 
company  that  was  TPs  current  size 
or  smaller  in  1963  managed  to  reach 
$10-billion  revenues  in  the  following 
13  years  except  for  acquisition-ori- 
ented ITT.  In  earnings,  only  Dow 
Chemical,  up  from  $80.7  million  to 


$613  million,  came  close  to  the  $600- 
million  profit  gain  that  TI  now  seeks. 

Or  look  at  it  from  the  other  side: 
How  profitable  were  today's  $700- 
million-earnings  companies  13  years 
ago?  The  least  profitable  was  Standard 
Oil  of  Indiana— which  made  over 
$183  million  in  1963.  Are  TPs  Shep- 
herd and  Bucy  early  candidates  for 
some  southwestern  loony  bin? 

But  before  committing  them,  hear 
the  TI  twins  out.  For  one  thing,  they 
contend,  the  company  has  changed. 
In  sharp  contrast  to  its  experience  in 
the  Sixties,  when  billings  held  up  but 
profits  crumbled,  TI  found  its  profit.-, 
holding  up  much  better  in  the  re- 


". . .  We're  like  a  biological 
system  dividing  and  multiply- 
ing, growing  a  whole  swarm 
of  profit  centers  .  .  ." 


cent  recession.  "Look  at  last  year,  our 
recovery,  our  9G  pullout  in  profits," 
says  Bucy.  "We  are  a  different  com- 
pany than  we  were  in  the  Sixties." 

The  difference  is  that  now  TI  has 
more  disciplined  controls  and  plan- 
ning models  for  every  profit  center.  It 
has  nearly  achieved  its  goal  of  a  12% 
return  on  assets;  and  in  aftertax  re- 
turn on  sales,  having  surpassed  its  old 
goal  of  5.5%,  it  has  set  a  new  7%  tar- 
get. In  the  recession  that  began  with 
the  oil  crisis  of  1974,  TI  showed  a 
ruthless  adaptability  by  lopping  off 
15,000  workers  by  attrition  and  firing 
10,000.  Since  1969  it  has  doubled 
sales  with  only  12%  more  employees. 

But  the  larger  difference  is  not 
what  has  happened  to  TI  as  a  com- 
pany but  what  has  happened  to  TPs 
world.  Only  in  the  last  decade— ac- 
tually, only  in  the  last  few  years— has 
it  become  almost  frighteningly  ap- 
parent how  pervasive  a  role  the  com- 
puter with  its  allied  devices  is  destined 
to  play  in  any  modern  society.  The 
computer  is  clearly  at  the  heart  of 
U.S.  business  and  industry;  and  TI, 
as  the  world's  premier  maker  of  ever- 
more-sophisticated electronic  chips,  is 
at  the  heart  of  the  computer  indus- 


try to  a  degree  rivaling  even  IBM. 

Thus  far,  TI  has  chosen  for  the 
most  part  to  sell  its  semiconductor  de- 
vices to  others.  But  strategically  sit- 
uated as  it  is  at  the  heart  of  the 
world's  single  fastest-growing  and 
most  important  business,  TI  has  al- 
ready struck  out  in  several  directions 
—into  radar,  missile  controls  and  oil- 
locating  devices,  into  supercomputers, 
minicomputers  and  microcomputers, 
into  auto  components,  appliance  con- 
trols and  branded  consumer  goods. 
To  a  degree  that  no  other  company 
can  match,  the  whole  business  and 
industrial  world  is  its  oyster. 

TI  has  proved  it  can  do  these 
things.  The  competitive  landscape  is 
littered  with  wounded  rivals.  Superior 
quality  at  lower  prices  enabled  TI  to 
become  number  one  in  calculators, 
crowding  out  of  the  hand-held  cal- 
culator business  as  potent  a  U.S.  com- 
petitor as  Rockwell  International, 
bankrupting  Bowmar  and  standing  off 
the  Japanese  invaders.  TPs  $19.95 
digital  watch  is  a  functional  equiva- 
lent of  one  that  TI  sold  a  year  ago 
for  $100.  Future  pushes  are  in  prep- 
aration into  areas  like  auto  compon- 
ents and  devices  that  will  turn  a  TV 
set  into  a  home  computing  center. 

Given  this  historically  unprecedent- 
ed opportunity,  Shepherd  and  Bucy 
see  their  major  problem  as  being  how 
to  nurture  TPs  special  success  cul- 
ture. One  of  the  largest  nonunion  em- 
ployers (after  IBM,  McDonald's  and 
Kodak),  TI  has  so  far  managed  to 
keep  its  people  adaptive,  intense  and 
driving.  "We're  like  a  biological  sys- 
tem in  that  we  keep  dividing  and 
multiplying,  continuously  growing  a 
whole  swarm  of  profit  centers,"  says 
Bucy.  The  only  way  he  sees  for  TI  to 
miss  that  big  goal  is  for  its  profit-cen- 
ter chiefs  to  start  waiting  for  orders 
from  "the  great  central  politburo." 

Of  course,  there  is  more  chance  of 
failure  than  that,  simply  because  there 
are  always  many  more  ways  for  an 
audacious  plan  to  fail  than  succeed. 
But  given  TPs  special  situation,  it 
might  well  fail  to  meet  its  goal  by 
"only"  tripling  or  quadrupling  in  size. 
That  in  itself  would  be  a  massive 
achievement,  as  TPs  competitors  may 
well  discover.  ■ 
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Superstars,  Supermoney 

Employers,  checkbook  in  hand,  are  in  hot  pursuit 
of  superstars  for  the  executive  suite. 

Big-league  managers  are  demanding  cash  on  the  barrelhead. 


By  PHYLLIS  BERMAN 
and  SALLY  HARDESTY 

No  doubt  about  it:  The  superstar 
mentality  is  penetrating  the  executive 
suite.  Why?  "The  businessman  is 
reading  the  papers  about  professional 
athletes'  salaries,"  says  President  Carl 
W.  Menk  of  the  executive  search  firm 
Boyden  Associates,  "and  some  senior 
executives  are  saying,  'Hell,  if  those 
fellows  can  command  that  sort  of 
thing,  my  brainpower  ought  to  be 
worth  as  much.'  " 

They've  got  a  point.  The  demand 
in  both  sports  and  business  is  the 
same:  for  the  talented  man  who  can 
make  a  difference.  A  strong-armed 
quarterback  often  means  a  profession- 
al team's  winning  season.  A  talented 
manager,  one  who  knows  when  to  pull 
up  short  and  when  to  go  for  broke, 
when  (like  O.J.  Simpson)  to  zig  and 
when  to  zag,  affects  a  corporation's 
bottom  line.  Granted  that  there  are 
also  differences;  an  executive  seldom 
has  to  worry  about  a  trick  knee  end- 
ing his  career,  nor  does  he  regard 
his  30th  birthday  as  the  beginning  of 
the  sunset  trail.  But  both  star  execu- 


tive and  star  athlete  are  still  rare. 

So  what  is  beginning  to  break  out 
in  corporate  recruiting  is  the  bidding 
war  between  competing  firms  for  tal- 
ented executives.  Take  Charles  E. 
Exley  Jr.,  47.  After  22  years  at  Bur- 
roughs, he  was  the  company's  young- 
est senior  officer  and  rated  a  top 
financial  expert  in  the  computer 
field.  Exley  was  offered  the  presidency 
of  NCR,  a  company  that  had  long 
taken  its  licks  from  Burroughs  and 
International  Business  Machines  in 
computers  and  even  in  computer-re- 
lated banking  and  retail  equipment. 

Sure,  it  was  a  challenge— a  better 
title  and  more  responsibility— but 
there  was  also  an  element  of  risk.  So 
Exley  was  offered,  besides  a  $50,000- 
plus  increase  in  base  pay,  a  $90,000 
bonus  to  make  up  for  what  he  lost 
from  Burroughs,  plus  $150,000  in 
NCR  stock— all  up  front.  Says  an  in- 
sider, "[Burroughs  Chairman]  Ray 
Macdonald  raised  all  sorts  of  hell 
when  he  found  out  that  Exley,  one  of 
the  company's  top  four,  was  leaving." 

Exley  is  not  all  that  rare.  "The  up- 
front bonus  is  definitely  an  emerging 
trend,"  says  Edwin  S.  Mruk,  compen- 


sation expert  at  the  accounting  firm 
of  Arthur  Young.  "It's  the  law  of  sup- 
ply and  demand."  A  recent  Arthur 
Young  study  found  demand  for  top 
and  middle  managers  up  46.7%  in  the 
last  quarter  of  1976  over  1975.  Adds 
Rawle  Deland,  partner  at  executive 
searchers  Thorndike  Deland  Asso- 
ciates, "It's  a  simple  question  facing 
corporations:  'We  want  this  fellow  and 
we  want  him  bad  and  up-front  mon- 
ey is  just  a  part  of  the  marketplace.' 
Our  firm  isn't  comfortable  with  it,  be- 
cause we  don't  want  to  be  known  for 
increasing  the  cost  of  hiring  execu- 
tives. But  it's  just  the  facts  of  life. 
There  really  is  a  great  shortage  of 
outstanding  performers." 

The  highest-priced  business  super- 
star, Michel  C.  Bergerac,  44,  who 
went  from  the  presidency  of  ITT  Eu- 
rope to  Revlon,  has  performed  better 
than  baseball's  $3-million  man,  Cat- 
fish Hunter.  The  man  who  was  once 
the  protege  of  Harold  Geneen  got  one 
of  the  first  and  biggest  up-front 
bonuses— $1.5  million  for  signing  up 
as  Charles  Revson's  number  two  man 
in  1974.  Revson,  ailing  at  the  time, 
was  desperate  for  "superstar"  Ber- 
gerac, so  he  could  leave  the  company 
he  founded  in  strong  hands. 

Bergerac's  move  to  Revlon  also  re- 
flected another  trend  in  compensation 
packages.  "For  lack  of  a  better  term, 
I'll  call  it  executive  unemployment  in- 
surance," says  Mruk.  "In  the  loosest 
sense  of  the  word,  it  means  that  in 
the  event  of  a  'separation,'  the  execu- 
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ve  is  guaranteed  a  hefty  cushion  to 
elp  in  the  transition  period." 

That  doesn't  mean  an  executive  has 
)  be  fired  to  collect.  Usually,  it's  a 
uarantee  of  cash  paid  out  over  a 
jecified  period  rather  than  in  a  lump 
im  on  signing  up.  Bergerac  got  a 
ve-year  contract  at  $325,000  a  year 
ith  a  guarantee  that  if  he  were  not 
lade  chief  executive  within  one  year, 
e  could  take  the  remaining  $1.2  mil- 
on  and  walk  away.  W.  Michael 
lumenthal  certainly  left  of  his  own 
ieord  when  he  departed  Bendix  to 
ecome  Secretary  of  the  Treasury.  Yet 
B  took  with  him  not  just  the 
578,000  in  salary,  bonuses  and  in- 
;ntive  payments  due  for  1976,  he 
iso  got  an  extra  $353,000  on  depar- 
ire.  The  dollars  broke  down  like  this: 
113,000  in  lieu  of  a  lifetime  consult- 
ig  fee  he  had  been  guaranteed  and 
240,000  as  a  reward  for  his  contii- 
utions  to  the  company. 

Let's  say  you  must  "resign."  Well,  if 
au're  Winston  V.  Morrow  Jr.,  past 
lairman  and  chief  executive  of  Avis, 
id  a  victim  of  the  tangle  of  illegal 
ayments,  you  leave  with  a  tidy 
495,000  nest  egg.  The  same  goes  for 
le  controversial  James  J.  Needham, 
>rced  out  as  chairman  of  the  New 
ork  Stock  Exchange  by  its  board, 
hen  he  was  caught  in  the  fray  over 
ie  Securities  Reform  Act  of  1975 
id  the  decision  of  the  Securities  & 
xchange  Commission  on  negotiated 
ttes.  His  contract  still  had  almost  two 
gars  to  run  at  $400,000  a  year.  He 
iok  it  as  a  lump  sum  on  departure. 

"Employment  contracts  used  to  be 
lathema  except  in  the  entertainment 
idustry,"  explains  Graef  Crystal, 
impensation  counselor  at  Towers, 
errin,  Forster  &  Crosby.  "Now,  be- 
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cause  of  the  scars  of  the  recession, 
executives  are  demanding  contracts 
and  getting  them.  It's  something  like 
a  back-end  bonus."  Adds  Burton  E. 
Bauder  of  management  consultants 
Sibson  &  Co.,  "We  did  a  contract 
recently  for  a  vice  president,  not 
even  a  president,  and  the  list  of 
commitments  went  to  two  pages." 

Take  the  deal  Raymond  A.  Hay  got 
when  he  left  a  top  job  at  Xerox  for 
the  presidency  of  LTV,  the  Dallas- 
based  conglomerate  that  grew  so 
quickly  in  the  Sixties  and  came  apart 
so  fast  in  the  Seventies.  He  got  a 
minimum  base  salary  of  $250,000,  a 
minimum  bonus  of  $100,000  his  first 
year,  plus  $1  million  in  life  insurance 
and  an  agreement  to  purchase  his 
Greenwich,  Conn,  home  for  $650,000. 


Rawle  Deland  gives  another  exam- 
ple of  a  generous  contract:  "A  client 
of  ours  was  trying  to  attract  a  fellow 
from  the  West  Coast  as  president.  The 
guy  had  four  daughters,  and  it  was 
put  into  his  agreement  that  the  com- 
pany would  put  his  children  through 
college  at  company  expense.  They 
were  trying  to  make  the  offer  so  at- 
tractive he  couldn't  turn  it  down.  In 
this  case,  the  fellow  did  turn  it  down." 
Adds  Deland:  "It  used  to  be  that  com- 
panies didn't  help  much  in  paying  ex- 
penses for  relocating.  Then  they  paid 
that,  but  wouldn't  touch  the  house. 
Then  they  got  into  buying  the  house, 
and  now  they  give  money  on  top  of 
that  for  the  cost  of  the  draperies." 


Winston  V.  Morrow  Jr. 


The  new  surge  in  cash  rewards 
and  other  special  compensation  last 
year  follows  a  "no-gain  compensation 
year  for  top  management,"  according 
to  Arthur  Young.  Top  management 
pay  increased  by  9.5%  in  1973  and 
12.8%  in  1974,  but  less  than  1%  in 
1975.  Now,  with  the  economy  on  the 
upswing  and  demand  for  executives 
on  the  rise,  executive  demands  are 
rising  accordingly.  Says  Frank  Beau- 
dine,  partner  at  Eastman  Beaudine: 
"It  used  to  take  a  20%-to-25%  increase 
in  the  total  compensation  package  to 
move  an  executive.  Now  it  is  running 
as  high  as  35%." 

But  why  are  their  demands  taking 
the  form  of  cash?  One  reason  is  that 
the  1976  tax  reform  bill  literally  killed 
the  qualified  stock  option.  Now  the 


spread  between  an  executive's  option 
price  and  the  market  value  on  the 
date  the  option  is  exercised  will  be 
taxed  as  ordinary  income  in  that  year. 
Formerly,  the  executive  was  taxed 
only  when  he  sold  the  stock,  and,  if 
the  stock  was  held  three  years,  at  the 
capital  gains  rate. 

Cash  meets  another  need.  "Pack- 
ages for  top  executives  are  so  very  in- 
dividually structured— for  example,  de- 
ferred compensation  that  will  be  lost 
on  moving  to  a  new  company— that 
cash  up  front  preserves  the  wholeness 
of  an  executive's  package,"  explains 
Diane  Posnak,  assistant  vice  president 
of  Handy  Associates. 

The  greater  the  risk,  the  sweeter 
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". . .  Employment  contracts  used  to  be  anathema.  Now 
executives  are  demanding  contracts  and  getting  them  . . ." 


the  pot.  That's  why  Robert  H.  Ander- 
son, who  left  Sears,  Roebuck  in  a  vain 
try  to  turn  around  W.T.  Grant  in 
1975,  got  such  a  cash-rich  deal:  a 
basic  package  of  $1.25  million  over 
five  years  and,  after  that  contract  ran 
out,  $100,000  a  year  for  life,  less  his 
vested  interests  from  Sears.  What 
happened  to  Anderson  when  Grant 
went  under?  Morgan  Guaranty  had 
guaranteed  Anderson's  contract,  and 
Anderson  is  still  collecting  his  money. 

Another  similar  saga  but  with  a 
happy  ending  was  Robert  C.  Wilson's 
move  from  Rockwell  International  to 
Santa  Clara,  Calif.-based  Memorex. 
Wilson  had  already  performed  a  mir- 
acle at  Rockwell's  Collins  Radio. 
Memorex  directors  wanted  him  bad- 
ly enough  to  get  special  permission 
from  the  Cost  of  Living  Council  for 
Wilson's  package:  $200,000  in  base 
pay  and  up  to  $400,000  in  annual 
bonus  payments,  with  minimum  bo- 
nuses of  $125,000  in  1975  and  1976. 
Bank  of  America— Memorex'  major 
creditor— helped  recruit  Wilson;  it  al- 
so guaranteed  his  contract.  BofA  is 
getting  its  loans  repaid  now  that  Wil- 
son has  put  Memorex'  computer 
peripheral  business  in  the  black. 

How  was  Joseph  B.  Flavin  lured  to 
Singer?  Says  a  top  manager:  "Hell, 
Singer  would  have  paid  anything  to 
get  Flavin  to  leave  the  security  of 
Xerox  for  the  nightmare  of  its  point- 
of-sale  computer  problems."  Singer 
paid  just  that:  $250,000  in  base  sal- 
ary, a  guaranteed  $250,000  over  the 
first  three  months  after  Flavin  came 
aboard  plus  annual  incentive  bonuses 
beginning  in  1976  that  might  add  up 
to  half  of  his  base  salary  but  would 
run  at  least  $50,000  the  first  year. 
Within  a  month  after  going  to  Singer, 
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Flavin  dumped  the  point-of-sale  op- 
eration. What  that  will  do  to  Singer's 
future  is  unclear,  but  Flavin's  future 
is  secure.  Even  his  predecessor,  Don- 
ald P.  Kircher,  was  taken  care  of  .  .  . 
with  a  $368,000  consulting  contract 
over  a  four-year-plus  period. 

It's  not  just  companies  in  trouble 
that  offer  irresistible  dollars.  Robert 
J.  Suslow,  the  new  president  of  Gim- 
bels'  profitable  Saks  Fifth  Avenue 
subsidiaryt  got  a  base  pay  of 
$275,000,  plus  a  post-contract  guar- 
antee of  $75,000  a  year  for  ten  years. 
In  addition,  Suslow  picked  up 
$200,000  for  his  apartment  and  its 
furnishings  and  a  chauffeured  limou- 
sine. It  did  not  hurt  his  bargaining 
power  that  five  major  department 
stores  on  Fifth  Avenue  had  been  look- 
ing outside  for  presidents  at  about 
the  same  time.  It  is  also  hue  that  a 
more  volatile  consumer  goods  com- 
pany, where  results  are  quickly  iden- 
tifiable, is  sometimes  more  likely  to 
come  up  with  a  cash-rich  deal. 

Irresistible  Deals 

Expanding  companies  are  also  of- 
fering executives  irresistible  deals. 
Toni  Schmuecker,  chairman  of  Volks- 
wagen, chose  James  W.  McLernon, 
head  of  manufacturing  for  Chevrolet, 
to  run  YW's  Pennsylvania  auto  plant. 
McLernon  reportedly  was  guaranteed 
S2  million  in  pay,  up-front  money  and 
bonus  over  a  five-year  period. 

Wall  Street  is  also  not  above  the 
talent  scramble.  But  unlike  in  the 
late  Sixties,  it's  not  the  superstar 
analyst  or  institutional  salesman  who 
is  picking  up  the  goodies.  With  the 
plunging  profitability  of  institutional 
sales,  the  bidding  these  days  is  for 
retail  brokers.  "A  salesman  with  us 


Raymond  A.  Hay 
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was  offered  $70,000  up  front  to  move, 
but  he  turned  it  down,"  says  the  mar- 
keting vice  president  of  one  Wall 
Street  firm  that  shuns  front  ends. 
"More  often  the  offers  are  in  the 
$25,000-to-$50,000  range  for  super- 
star salesmen."  The  bidders  are  usu- 
ally firms  that  were  once  mainly  in- 
stitutional but  are  now  opening  up 
retail  offices  outside  New  York  and  in- 
creasing their  sales  forces  to  do  so. 

Is  the  trend  toward  cash  deals  bad 
for  business?  As  sports  fans  know 
well,  not  every  superstar  is  worth 
his  price.  But  so  far  at  least,  the  same 
can't  be  said  about  business  super- 
stars. Stockholders  of  Memorex  cer- 
tainly can't  reasonably  complain  about 
Bob  Wilson's  remuneration.  Memo- 
rex stock,  which  had  sunk  to  below 
2  (at  one  time  it  sold  as  high  as  173) 
has  bounced  back  to  26.  Bergerac  is 
credited  with  a  smooth  transition  af- 
ter Charles  Revson's  death  and  is* 
keeping  Revlon  growing  by  establish- 
ing the  company  as  a  major  entrant 
into  the  health-care  field.  Most  observ- 
ers believe  that  Robert  Anderson  took 
on  a  hopeless  task  at  W.T.  Grant;  if 
blame  is  to  be  placed,  it  goes  to  the 
previous  management. 

"Only  time  will  tell  whether  execu- 
tives are  worth  the  money,"  says  onei 
top  executive.  "It  used  to  be  that  ex- 
ecutives got  a  bad  reputation  if  they 
became  a  rolling  stone.  It  was  called 
a  financial  umbilical  cord— the  rights 
and  financial  benefits  you  got  only  if 
you  stayed  at  the  company  so  many 
years.  Now  top  managers  are  willing 
to  break  the  golden  umbilical  cord. 
There's  no  longer  a  stigma  in  switch- 
ing jobs.  But  you've  got  to  pay  big 
money  to  attract  the  really  top  guy 
just  to  offset  his  loss  if  he  stays  put."  ■ 
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We  unrolled  these  two  sheets  of 
nagazine  paper  to  show  something 
ibout  runaway  postal  costs. 


You're  looking  at  two  rolls  of 
Regis  magazine  paper  being 
rolled. 

Both  rolls-our  1950-style  45  lb. 
per  on  the  left  and  our  modern 
lb.  lightweight  paper  on  the  right 
veigh  the  same.  But  the  modern 
per  uses  25  %  less  wood  pulp, 
id,  as  you  can  see  from  the  above 
:ture,  it's  50%  longer  than  the 
I  style. 

The  longer  the  lighter. 

We've  spent  more  than  25  years 
the  development  of  this  light- 
ight  grade. 

Why?  Because  the  resulting 
:et  of  magazine  paper  ends  up 
ing  much  lighter  in  weight, 
id  the  magazine  industry  needs 
liter  paper  to  cope  with  rising 
stal  costs. 

We  were  the  first  to  offer  paper 
s  light.  And  the  first  com- 
ny  to  produce  it  in  commercial 
antities.  In  fact,  it's  lighter  than 
yone  thought  attainable  even 
i  years  ago.  We've  been  able  to 
:  a  full  50%  more  paper  per  roll 
spreading  the  pulp  fibers  and 


the  coating  thinner  and  thinner. 
It  sounds  easier  than  it  is. 

The  light  is  sometimes  darker. 

One  of  the  biggest  problems  in 
thinning  paper  is  that  you  can  get 
show-through.  The  print  from  the 
other  side  of  the  paper  shows 
through. 

But  we  found  a  solution:  an 
entirely  new  kind  of  paper  coating. 

Usually  publication  paper  is 
coated  with  clay— the  scaly  surface 
shown  in  the  micro  photographs. 
It's  very  opaque.  But,  when  you 
begin  to  thin  it  down  (to  make  it 
lighter  in  weight)  it  loses 
its  opacity. 

Now  look  at  the 
other  micro  photo- 
graph. Those  tiny 
balls  are  a  light- 
weight plastic  that, 
when  mixed  with 
the  clay,  gives  us 
lighter  weight  and 
more  opacity.  Because 
the  balls  refract  the  light 

Light,  lighter,  lightest. 

Only  a  handful  of  magazines 


are  now  working  with  our  lightest 
weight  paper.  But,  through  the  years 
many  magazines  in  the  country 
have  benefited  from  our  lightweight 
technology.  And  many  of  them  are 
using  one  of  our  lighter  grades. 

But  we're  not  going  to  stop 
there. 

As  one  of  the  world's  leading 
publication  papermakers,  we  feel 
an  obligation  to  help  keep  the  cost 
of  mailing  magazines  down.  We're 
investing  millions  to  produce  this 
new  paper.  Because  we  believe  in 
the  future  of  the  magazine  business. 
Technology  and  marketing. 
All  this  reflects  the 
marketing  stance  of 
St.  Regis  toward  all 
our  packaging, 
paper,  lumber  and 
construction 
products.  To  use 
the  full  weight  of 
our  technology  in 
serving  our  markets 
and  in  renewing  the 
forest  resource  our  pro- 
ducts come  from. 


Serving  Man  and  Nature  to  the  benefit  of  both. 
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Maybe  you  didn't 
know  that  Ashland 
is  a  leading  road  builder. 


Earnings  Per  Common  Share 

5-25  (In  Dollars) 


1972 


1973      1974       1975  1976 


But  you  should. 

At  Ashland,  it's  taken  more  than  oil  and 
gas  to  make  us  the  $4.3  billion  company 
we  are  today. 

It's  taken  a  management  with  the 
vision  to  look  beyond  petroleum,  and 


the  wisdom  to  invest  Ashland  expertise 
in  other  fields  such  as  chemicals,  coal 
and  construction.  A  strategy  that  has 
helped  propel  our  earnings  per  share 
from  $2.32  in  1 972  to  $5.03  in  1 976. 

Between  paving  suburban  streets  and 
building  interstate  highways,  Ashland 
Construction,  through  Warren  Brothers 
and  affiliated  companies,  has  become 
one  of  the  largest  firms  of  its  kind— with 
1 71  asphalt  plants,  29  concrete  plants, 
62  crushing  plants  and  morethan  1 0,000 
mobile  equipment  units.  The  company 
also  produces  sand,  gravel  and  crushed 
stone  at  49  locations;  builds  airports, 
parking  areas  and  mass  transit  facilities; 


and  is  deeply  involved  in  excavat 
grading,  sewer  drainage  systems, 
underground  utilities  and  bridge 
construction. 

The  fact  is,  refining  and  marketiit 
petroleum  products  will  always  be 
Ashland's  specialty.  But  directing  c 
talents  where  the  money  is  will  alwa 
be  Ashland's  business. 


Ash/3 


Ashland  Oil  Inc..  Ashland.  Ka 


Sats  In  The  Night:  Baseball  clubs  are  promoting  harder  to  boost  attendance.  Above,  a  "bat  night"  at  Dodger  Stadium. 


So,  You  Want 

Fo  Own  A  Ball  Club 


slow's  your  chance.  More  big-league  franchises  are,  or  soon  will  be, 
>n  the  market  than  at  any  time  in  recent  memory.  Have 
l  care,  though.  It  could  be  the  world's  worst  investment. 


y  ALEX  BEN  BLOCK 

Iven  in  the  days  when  25  cents 
ought  a  bottle  of  cold  beer  and 
25,000  bought  a  star  center  fielder, 
wning  a  major-league  baseball  team 
fas  no  sure  way  to  get  rich.  For  every 
acob  Ruppert,  mass-producing  pen- 
ants  and  profits  with  his  New  York 
ankees,  there  were  three  or  four 
wners  more  like  Connie  Mack,  in  his 
iter  years,  trading  away  standout 
allplayers  for  cash  just  to  keep  his 
apless  Philadelphia  Athletics  going 
!>r  one  more  season. 

These  days,  ball-park  beer  is  near- 
r  a  buck,  $25,000  is  an  insult  to  a 
tility  infielder,  and  baseball,  for  rea- 
ans  even  Litde  Leaguers  know,  is 
hancier  than  ever.  Few  balance 
heets  are  made  public  (for  one  such, 
ge  p.  40),  and  only  nine  of  the  24 
lajor-league  clubs  claim  to  have 
lade  money  last  year.*  Staggering 
layer  salaries,  soaring  costs  of  rim- 
ing the  home  stadium  and  moving 


The  nine:  Milwaukee  Brewers,  Houston 
istros,  California  Angels,  Kansas  City 
[oyaLs,  Montreal  Expos,  Cincinnati  Reds, 
,os  Angeles  Dodgers,  San  Diego  Padres 
nd  Philadelphia  Phillies. 


the  team  around  on  the  road  and  ever- 
multiplying  distractions  for  already 
fickle  fans  are  not  the  only  risk  fac- 
tors. After  the  Civil  War  settled  the 
slavery  issue,  owning  a  ball  club  was 
the  closest  one  could  come  to  owning 
a  plantation.  A  militant  players'  union 
and  a  series  of  court  decisions— the 
Andy  Messersmith  case  last  year  ef- 
fectively ended  the  notorious  "reserve 
clause,"  which  bound  players  to  the 
first  owner  who  signed  them  up— have 
evened  things  up  a  bit  for  the  field 
hands.  The  Major  League  Baseball 
Players  Association  minimum  wage 
for  a  first-year  big-leaguer  is  now 
$19,000,  and  the  player  can  shop  else- 
where for  a  better  offer  after  six  years. 
Certified  stars  are  now  negotiating 
multiyear,  multimillion-dollar  deals 
through  high-powered  agents.  To  this, 
add  chronic  rumblings  in  Congress 
about  applying  antitrust  statutes  to 
the  monopoly  business  that  big-league 
baseball  unquestionably  is,  and  you 
have  a  state  of  affairs  that  has  shaken 
many  franchises  to  their  sox. 

"I  would  say  baseball  is  a  growth 
industry,"  says  Bowie  Kuhn,  the  Wall 
Street  lawyer  who  became  commis- 
sioner of  baseball  in  1969.  "You've  got 
plenty  of  unused  stadium  capacity. 


which  offers  potential  for  increased 
attendance  revenue."  Kuhn  is  paid  to 
say  such  things.  Upon  the  death,  in 
1944,  of  Judge  Kenesaw  Mountain 
Landis,  baseball's  first  (and,  some 
would  say,  only  independent)  com- 
missioner, compulsive  optimism  be- 
came part  of  the  job  description. 

The  fact  remains  that  more  major- 
league  franchises  are  now,  or  soon 
will  be,  up  for  sale  than  at  any  time 
in  recent  memory.  You  can  get  them 
at  prices  lower  than  they  would  have 
commanded  just  five  years  ago.  Three 
clubs  are  generally  considered  to  be 
on  the  market  right  now— the  Houston 
Astros,  currently  owned  joindy  by 
subsidiaries  of  General  Electric  and 
Ford  Motor  companies,  for  perhaps 
$12  million;  the  Cleveland  Indians  for 
$10  million;  the  Oakland  A's  for  $8 
million. 

Another  three  might  soon  be  avail- 
able if  the  present  owners  think  the 
price  is  right— the  Baltimore  Orioles, 
the  Chicago  White  Sox  and  the  Bos- 
ton Red  Sox. 

Chicago  Cubs  Executive  Vice  Pres- 
ident William  Hagenah  Jr.,  56,  point- 
ing to  his  club's  loss  of  $924,951  last 
year,  says:  "What  is  making  a  differ- 
ence now  is,  we  have  gone  from  los- 
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Boston  Red  Sox- 
Best  Buy? 

Tom  Yawkey,  who  made  his  money  in 
lumber,  minerals  and  railroads,  owned 
the  Red  Sox  for  43  years.  From  his  pur- 
chase of  the  team  in  1933  for  a  reported 
$350,000  until  his  death  in  1976,  he  was 
a  generous  sportsman  whose  club  suffered 
more  losing  years  on  the  field  than  win- 
ning  ones.    A   traditional   paternalist,  he 

often  dipped  into  his  own  pocket  to  reward  a  special  player  for  outstanding 
performance.  Yawkey  had  quite  a  few  over  the  years— the  matchless  Ted  Wil- 
liams and  Carl  Yastrzemski,  for  example. 

Yawkey's  widow  has  said  she  intends  to  keep  the  Red  Sox.  But  New  York 
attorney  Joseph  LaCour,  an  executor  of  the  estate,  is  now  secretary  of  the 
ball  club,  and  he  thinks  that  when  it  comes  time  to  pay  the  estate  taxes,  in 
two  to  three  years,  Boston  may  very  well  be  available. 

As  a  long-term  investment,  the  Red  Sox  franchise  is  among  the  most  secure 
in  baseball.  Despite  a  bandbox  stadium  that  holds  only  33,513  people,  average 
attendance  at  home  games  last  year  was  23,998,  putting  the  Red  Sox  among 
the  top  five  draws  in  the  game,  primarily  because  they  are,  in  effect,  the  home 
team  for  all  of  New  England. 

All  major-league  teams  share  equally  in  national  television  revenues  ($50.8 
million  last  year),  but  local  broadcast  revenue  belongs  solely  to  the  home  team. 
Boston  led  both  leagues  on  that  count  last  year,  with  an  estimated  $2  million. 
(The  New  York  Yankees,  by  comparison,  took  in  $1.2  million  in  local  broad- 
cast revenues,  the  Kansas  City  Royals  $350,000. ) 

In  the  baseball  business,  winning  is  everything.  Boston  dramatically  shows 
it.  In  1966,  when  the  team  finished  ninth.,  they  drew  811,172.  The  following 
year,  when  they  came  in  first,  they  attracted  1,727,832  paying  customers. 
Since  then,  they  haven't  finished  a  season  below  fourth  place  or  with  fewer 
than  1.4  million  fans  at  the  gate. 

More  than  most  teams,  whoever  buys  the  Red  Sox  must  also  expect  to  pay 
a  premium  for  the  goodwill  the  club  has  created  over  the  years.  Based  on 
attendance,  the  size  and  dynamics  of  the  market,  the  Red  Sox  should  be  worth 
about  $11  million,  according  to  some  expert  appraisers,  but  because  they  are 
television's  team  in  New  England,  the  same  experts  think  they  more  likely 
will  sell  for  close  to  $15  million. 


The  Oakland  A's— 
Squeeze  Play 

Charles  O.  Finley,  58,  the  mercurial 
Chicago  insurance  broker  and  self-made 
millionaire,  bought  the  team  as  the  Kan- 
sas City  Athletics  from  the  Arnold  Johnson  Jk 
estate  for  $3.9  million  in  1960,  moved 
the  franchise  to  Oakland  in  1967. 

Tilings  haven't  worked  out  for  Finley 
in  Oakland.  His  first  year,  1968,  the  A's  drew  only  837,538  fans.  In  1973,  when 
the  A's  won  their  second  World  Series  in  a  row,  attendance  was  just 
above  one  million.  In  1974,  after  another  World  Series  victory,  attendance 
dipped  by  more  than  150,000. 

Oakland's  box-office  woes  demonstrate  the  Bay  Area's  inability  to  support 
two  teams.  Since  the  A's  arrived,  the  San  Francisco  Ciants  have  racked  up 
loss  after  loss— $800,000  last  year  alone. 

Finley  had  counted  on  the  workingmen  of  Oakland,  many  of  whom  are 
black,  to  support  his  team.  But  blacks,  for  reasons  that  baffle  Commissioner 
Bowie  Kuhn,  and  a  lot  of  owners,  do  not  attend  many  baseball  games.  Even  in 
Detroit,  where  the  stadium  is  in  the  middle  of  a  black  neighborhood,  black 
fans  account  for  less  than  5%  of  ticket  sales. 

Destined  to  lose  money  again  this  year,  Finley  may  be  ready  to  sell.  (He 
has  had  two  heart  attacks  in  recent  years. )  But  he  has  reportedly  turned  down 
offers  of  more  than  $10  million  for  his  team.  The  Giants  sold  last  year  for 
a  reported  $8  million,  and  Oakland  is  probably  worth  no  more  than  that. 


ing  a  tolerable  amount  of  money  to 
where  we  are  losing  an  intolerable 
amount.  The  decisions  we  have  to 
make  are  where  we  are  going  and 
what  is  going  to  keep  us  out  of  bank- 
ruptcy." Although  Phil  Wrigley,  of  the 
chewing  gum  Wrigleys,  has  owned 
the  Cubs  for  43  years,  few  would  be 
surprised  if  he,  too,  was  willing  to 
sell— for,  say,  $12  million. 

Despite  his  losses,  Wrigley  has  ev- 
ery reason  to  think  that  offers  will  be 
forthcoming.  The  rumor  persists,  oc- 
casionally supported  by  evidence,  that 
owning  a  ball  club  is  fun.  For  those 
who  made  it  big  (especially,  for  some 
reason,  in  the  construction  business— 
the  late  Lou  Perini  of  the  old  Boston 
Braves,  John  Galbreath  of  the  Pitts- 
burgh Pirates)  and  for  those  who 
inherited  big  (Phil  Wrigley  of  the 
Cubs,  the  late  Mrs.  Joan  Whitney 
Payson  of  the  New  York  Mets),  own- 
ing a  big-league  franchise  was  some- 
thing like  a  hobby,  if  not  a  second 
career.  By  such  means,  one  could  be 
the  dashing  sport-about-town  as  mil- 
lions (at  least  occasionally)  cheered. 
As  Charley  Finley,  58,  the  volatile  in- 
surance man  who  owns  the  Oakland 
A's  has  good  reason  to  know,  it  is 
also  a  reliable  way  to  get  your  name 
in  the  papers. 

A  few  sporting  types  survive.  The 
St.  Louis  Cardinals,  a  subsidiary  of 
Anheuser-Busch,  Inc.,  the  nation's 
biggest  brewery,  have  lost  money  four 
of  six  years  since  1970,  an  annoyance 
cheerfully  tolerated  by  Chairman  Au- 
gust (Gussie)  Busch  Jr.  The  Cardi- 
nals are  his  hobby.  His  investment, 
$3.75  million  in  1953,  is  minor.  The 
team  has  been  marginally  profitable, 
earning  $620,000  more  than  it  lost 
between  1970  and  1975,  so  even  bad 
years  are  bearable  to  the  Busch  fam- 
ily, which  owns  about  20%  of  Anheus- 
er-Busch stock. 

Civic  pride  and  self-interest  are  also 
enhanced  by  the  presence  of  a  big- 
league  club.  A  recent  study  by  the 
Pittsburgh  Chamber  of  Commerce  and 
the  University  of  Pittsburgh  indicated 
that  major-league  baseball  pumps  $21 
million  a  year  into  the  local  economy. 
Pirate  games  attract  some  560,000 
people  each  season  from  outside  Al- 
legheny County.  The  average  visitor 
spends  $5.77  in  Pittsburgh  proper  af- 
ter ■  the  game.  Visiting  teams  alone 
mean  $400,000  for  the  area's  hotels 
and  restaurants.  "The  Pittsburgh  Pi- 
rates can  be  thought  of  as  a  large 
multiplant  business,"  said  the  study. 
"The  major-league  team,  the  minor- 
league  farm  clubs,  the  Florida  train- 
ing headquarters  and  a  subsidiary 
that  manages  Three  Rivers  Stadium 
are  all  part  of  the  .  .  .  organization." 

But  other  money  aspects  of  thei 
game  are  changing— and  not  all  to  the 
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praers'  advantage.  Tough  as  it  has 
been  in  the  past  to  make  reliable 
profits  in  big-league  baseball,  it  is  get- 
ting harder  still.  All  things  consid- 
sred,  and  leaving  out  straight  gam- 
sling  and  wild  speculation  in  the  com- 
nodities  market,  baseball  now  looks 
like  the  world's  worst  investment. 

Most  clubs  continue  to  operate 
gpically  under  one  of  three  financial 
jeructures:  The  normal  corporation 
(the  Baltimore  Orioles,  for  exam- 
)le);  a  subchapter  "S"  corporation, 
jrganized  like  a  corporation  but  taxed 
:o  the  individual  shareholders  as  if 
:hey  were  partners  (the  Kansas  City 
Royals);  or  a  limited  partnership  (the 
Milwaukee  Brewers ) . 

In  the  latter  two  forms,  deprecia- 
:ion  charges,  chiefly  on  player  con- 
Tacts,  shelter  an  individual  taxpayer's 
jarnings  to  a  degree,  and  any  losses 
can  be  deducted  from  personal  in- 
come. But  the  depreciation  game  is 
lot  what  it  was.  In  a  ruling  in  1975 
(now  on  appeal)  involving  the  At- 
anta  Falcons  football  team,  a  federal 
listrict  court  lowered  the  amount  of 
lepreciation  allowed  on  player  con- 
racts,  a  team's  major  asset,  from 
ibout  90%  to  less  than  50%.  The  tax 
aws  have  also  been  interpreted  so 
hat  if  a  team  is  sold  after  less  than 
ive  years,  the  government  can  "re- 
capture" any  tax  revenues  lost  as  a 
esult  of  depreciation  write-offs  in 
hose  years. 

"If  a  man  is  looking  for  a  tax  shel- 
er,  there  are  a  lot  better  shelters  than 
i  baseball  team,"  says  Allan  (Bud) 
>elig,  42,  president  of  the  Milwaukee 
irewers  and  one  of  the  16  part- 
ners who  own  it.  "This  is  such  a  high- 
isk  business  that  if  a  man  is  looking 
or  a  tax  shelter,  he  should  go  into 
eal  estate." 

By  virtue  of  their  monopoly,  of 
course,  baseball  owners  have  always 
controlled,  absolutely,  the  number 
)f  major-league  franchises  kicking 
iround.  Because  of  that,  and  because 
>f  generally  rising,  though  varying, 
evenues  from  television,  any  resale  of 
i  big-league  club  has  tended  to  in- 
pire  hopes  of  whopping  capital  gains. 
Uas,  it  doesn't  always  work  out  that 
vay.  True,  experts  in  these  matters 
)elieve  Gussie  Busch  could  probably 
let  at  least  $11  million  for  the  St. 
..ouis  Cardinals.  That  would  almost 
>e  three  times  his  investment  in 
1953.  But  more  recent  purchasers  are 
ess  sure  of  capital  gains.  CBS  Inc. 
)ought  the  New  York  Yankees  fran- 
chise in  the  mid-Sixties  for  $13.2  mil- 
ion,  sold  it  in  1973  for  $10  mil- 
ion.  Alva  T.  Bonda  was  a  member  of 
i  group  that  bought  the  Cleveland 
Indians  in  1972  for  $11  million  (see 
jox,  this  page)  and  could  count 
limself  lucky  if  he  could  get  $10 


Cleveland  Indians- 
Big  Tepee,  No  Wampum 

The  Indians  could  well  be  the  riskiest 
franchise  in  all  baseball.  They  have  lost  m 
money  for  six  straight  years  and  have 
rolled  over  short-term  debt  of  more  than 
$5  million  so  many  times  one  could  al- 
most think  of  it  as  long-term  debt. 

Baseball  is  best  played  in  the  com- 
parative intimacy  of,  say,  a  50,000-seat  stadium.  Cleveland  plays  in  a  76,713- 
seat  horror,  better  designed  for  football  than  baseball.  Only  Bill  Veeck  (as  in 
"wreck")  had  much  luck  filling  the  place,  setting  a  long-lasting  attendance 
record  of  2,620,627  in  1948,  when  the  Indians  won  the  pennant. 

Veeck  had  to  part  with  the  Indians  in  1949  to  satisfy  his  first  wife's  ali- 
mony demands.  The  Indians  have  since  suffered  through  five  more  changes  in 
ownership.  Cleveland's  population  has  steadily  shrunk  since  1950,  and  losses 
have  followed  almost  as  consistently  at  the  box  office.  The  Indians  need 
1.4  million  admissions  to  break  even  this  year.  Last  season  they  drew  948,776, 
while  finishing  fourth. 

Cleveland's  broadcast  picture  offers  little  hope  either.  While  strongly  po- 
sitioned in  their  own  market,  the  Indians  are  boxed  in  by  Pittsburgh,  Cin- 
cinnati, Detroit  and  Chicago,  leaving  littie  room  to  expand  broadcast  revenues 
through  development  of  a  regional  network. 

In  Cleveland,  the  Indians  are  worth  $10  million  at  most.  Free  to  move  to  a 
more  lucrative  market,  they  could  be  worth  as  much  as  $12  million. 


The  Houston  Astros- 
Good  Field,  No  Hit 

The  Astros  became  the  property  of  the 
Ford  Motor  Credit  Co.  and  the  General 
Electric  Credit  Corp.  last  October,  when 
Judge  Roy  Hofheinz,  unable  to  keep  pay- 
ing interest  on  his  $38-million  debt  load, 
agreed  to  be  bought  out.  Unlike  other 
clubs,  the  Astros  are  involved  in  more 
than  just  baseball.  When  Roy  Hofheinz  put 
together  the  deal  that  built  the  Astrodome,  the  first  domed  stadium  in  the 
world,  he  also  created  the  Astrodomain  Corp.  This  conglomerate  operated  the 
baseball  team;  acted  as  landlord  to  the  Houston  Oilers  and  University  of  Hous- 
ton football  teams;  built  four  hotels  and  an  amusement  park;  owned  unim- 
proved Texas  real  estate;  and  operated  as  promoter  for  the  Astrodome's  af- 
filiated show  facilities,  like  the  18-acre  Astrohall,  a  showcase  for  the  an- 
nual Houston  livestock  show  and  other  events.  Judge  Hofheinz,  obviously, 
had  no  trouble  filling  his  days. 

Unfortunately  for  the  judge,  he  also  had  a  large  number  of  shares  of  Mattel, 
the  troubled  toymaker.  When  the  stock  fell,  so  did  he. 

Brought  in  from  Atlanta  to  advise  and  later  operate  the  Astro-empire  was 
a  middle-level  GE  Credit  executive  named  Martin  J.  Kelly,  who  now  describes 
himself  as  39  going  on  72.  Since  1972,  the  Astros  have  sold  the  four  hotels, 
leased  out  the  amusement  park  and  sold,  at  a  loss,  the  Mattel  stock.  Kelly, 
with  no  baseball  background  at  all,  has  instituted  tough  new  financial  con- 
trols. Nonbaseball  operations  now  generate  roughly  as  much  revenue  as  base- 
ball, with  considerably  steadier  profits. 

Kelly  insists  that  Ford  Motor  Credit  and  GE  Credit  have  a  long-term  com- 
mitment, but  he  adds,  "To  be  candid,  I  don't  want  to  say,  'No,  we're  not 
for  sale.'  But  I  don't  want  to  say  yes  either.  .  .  .  When  you  talk  about  selling 
out,  it  causes  morale  problems  in  the  organization,  and  makes  TV  sponsors 
[the  Astros  run  their  own  TV  network  in  several  southwestern  states]  and  pa- 
trons say,  'Hell,  why  should  I  pay?  They  aren't  going  to  be  around  very 
long.'  "  It  seems  only  reasonable  to  infer  from  all  this  that  Kelly  would  not 
mind  hearing  an  offer. 

Realists  believe  that  Ford  and  GE  will  stay  around  only  long  enough  to 
find  a  buyer  at  what  they  consider  a  fair  figure.  Informed  observers'  estimate 
of  fair  value:  $14  million. 
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For  The  Birds 

Over  the  past  decade  the  Baltimore 
Orioles  have  been  one  of  the  winningest 
clubs  in  the  major  leagues.  Last  year, 
although  they  finished  second  in  the 
American  League,  they  drew  their  high- 
est home  attendance  in  seven  years— 
1,058,609  paying  customers.  Neverthe- 
less, the  Orioles  lost  money  last  year.  The  only  publicly  traded  baseball  club, 
the  Orioles  recently  released  their  1976  annual  report.  Below,  an  adaptation 
of  their  profit-and-loss  statement,  with  some  additional  breakouts,  for  clarity, 
furnished  by  an  Orioles  executive. 


Baltimore  Baseball  Club,  Inc. 
Statements  of  Income  (Loss)  and  Retained  Earnings 
Year  ended— October  31, 1976  (with  selected  1975  comparisons) 


OPERATING  INCOME 

1976 

1975 

Home  games 

$2,272,279 

$2,187,571 

Away  games 

931,988 

795,180 

Total 

$3,204,267 

$2,982,751 

Television  and  Radio 

Local 

$  840,000 

$  825,000 

National 

435,000 

353,917 

Total 

$1,275,000 

$1,178,917 

Concession  Income 

Baseball— home  games 

$  524,470 

$  443,306 

Pro  Football- 

Orioles  share  of  facility  rent 

15,397 

8,112 

Novelty  and  yearbook 

42,574 

86,101 

Other 

2,937 

2,678 

Concession 

(from  Miami  Orioles,  since  sold) 

4,558 

52,985 

Other  (parking,  advertising,  etc.) 

74,093 

75,944 

Total 

$5,143,296 

$4,830,794 

OPERATING  EXPENSES 

Training— net  (primarily  spring  training) 

$  60,316 

$  113,659 

Playing  (player  salaries,  pension,  trainers, 

managers,  traveling  secretary,  eic; 

Park 

Stadium  rental 

$  232,465 

$  139,327 

Insurance 

25,000 

20,581 

Total  (includes  other  items) 

$  544,964 

$  480,989 

Administrative 

Public  relations 

$  369,200 

$  299,663 

Promotional  giveaways 

109,000 

NA 

Total  (includes  front  office  salaries) 

989,332 

923,563 

Team  replacement  (farm  teams,  etc.) 

1,526,879 

1,505,433 

Total 

$5,764,660 

$5,324,317 

OPERATING  (loss) 

($  621,364) 

($  493,523) 

OTHER  INCOME 

Interest  on  CD's 

$  133,694 

$  185,687 

Total 

503,395 

492,450 

(Loss)  before  income  taxes 

($  117,969) 

($  1,073) 

INCOME  TAXES 

Currently  payable 

($  29,843) 

($  1,614) 

Deferred 

14,405 

3,733 

($  15,438) 

($  2,119) 

Net  (loss) 

($  102,531) 

($  3,192) 

RETAINED  EARNINGS 

Beginning  of  year 

0  $2,936,174 

$2,939,366 

Net  (loss) 

(  102,531) 

(  3,192) 

End  of  year 

$2,833,643 

$2,936,174 

NA-Not  available. 


million     for     the     franchise'  today. 

Several  factors— notably,  the  size  of 
the  stadium,  broadcasting  revenues 
and,  most  of  all,  whether  the  team  is 
a  winner— determine  what  a  franchise 
is  worth.  But  clearly  depressing  has 
been  the  dramatic  expansion  of  their 
number.  As  recently  as  1960  there 
were  just  16  major-league  clubs,  eight 
in  the  National  League  and  eight  in 
the  American.  This  year,  there  will 
be  26—12  in  the  National  League  and 
14  in  the  American.  The  new  Ameri- 
can League  clubs  are  the  Toronto 
Blue  Jays  and  the  Seattle  Mariners. 
The  expansion  was  approved  by  the 
American  League  against  its  own  bet- 
ter judgment;  the  alternative  was  the 
strong  possibility  of  losing  a  $21 -mil- 
lion lawsuit  brought  by  the  City  of 
Seattle,  King  County  and  the  State  of 
Washington,  still  miffed  because  the 
old  Seattle  Pilots  blew  town  in  1970, 
at  the  end  of  their  first  season,  tarry- 
ing only  long  enough  to  get  relief  in  a 
bankruptcy  court  before  pushing  east 
to  become  the  Milwaukee  Brewers. 

Prospective  owners,  however,  like 
the  people  they  would  buy  from,  prob- 
ably aren't  worried  about  saving  a 
few  tax  dollars  or  making  a  killing.  If 
they  are  thinking  about  buying  at  all, 
they  are  thinking  about  buying  the 
lifestyle— the  annual  spring  trip  to 
Florida,  Opening  Day  and— oh,  mir- 
acle—the President  of  the  U.S.,  or 
even  Bob  Hope,  throwing  out  the  cer- 
emonial first  ball  at  their  team's 
World  Series.  It  is  also  a  business 
where  there  is  no  mandatory  retire- 
ment at  65,  which  is  why  men  in  their 
late  60s  and  70s  can  still  run  clubs. 

But  Robert  Howsam,  59,  president 
of  the  reigning  world  champion  Cin- 
cinnati Reds,  thinks  potential  investors 
would  be  well  advised  to  simply  wait 
and  see  what  happens.  "If  a  friend 
of  mine  was  thinking  about  buying  a 
baseball  team,"  says  Howsam,  "I 
would  say  at  this  time  it  would  be 
better  for  him  to  hold  off  until  we 
know  where  we  are  going.  There  have 
been  so  many  changes  you  have  to 
be  careful." 

Milwaukee  Brewers  President  Al- 
lan Selig,  who  sports  another  nick- 
name—"Budget"— for  his  strict  budgets 
and  cost  controls,  says  baseball  can 
test  even  the  strongest  men.  Since 
leading  a  group  that  bought  the  bank- 
rupt Seattle  Pilots  in  1970  for  SI 0.8 
million,  he  has  had  to  put  his  family's 
Ford  automobile  dealership,  and  often 
his  family  itself,  second  to  the  de- 
mands of  the  team.  He  has  taken  up 
chain-smoking  cigars  and  says  he 
gains  15  pounds  each  baseball  sea- 
son just  from  worrying. 

"All  I  can  say  is,  if  people  do  it  for 
the  ego  trip,"  Selig  warns,  "it's  the 
most  horrible  ego  trip  in  the  world."  ■ 
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This  machine  communicates 
over  150  words  per  minute  across  oceans 
at  less  than  IV2  cents  per  word. 


And  also  listens,  reacts,  sympathizes, 
charms,  persuades,  pleads,  cajoles,  apologizes, 
needles,  soothes,  explores,  informs,  explains 
and  does  whatever  else  it  takes  to  solve  the 
problem  or  close  the  sale. 

Call  overseas. 
Your  voice  makes  the  difference. 

Bell  System 


Cash  Like  A  Flash 


Money  management  takes  too  long  to  discuss  on  the  phone, 
so  businesses  turn  to  their  banks'  computers. 


By  BEN  WEBER  MAN 

The  nation's  banks  have  come  to  a 
momentous  conclusion:  They  have  de- 
cided that  business  clients  are  a  bet- 
ter prospect  for  the  use  of  electronic 
banking  techniques  than  individuals. 

Bankers  have  not  given  up  entirely 
on  electronic  consumer  banking,  but 
they  concede  that  most  people  are  not 
yet  ready  to  use  the  electronic  gad- 
gels  that  can  speed  services.  It  will 
take  a  long,  painstaking  effort  to  ed- 
ucate consumers  to  forego  the  return 
of  cancelled  checks,  to  accept  auto- 
matic payment  of  bills  or  to  turn  to 
an  automatic  teller  machine  that  may 
once  have  erroneously  swallowed  their 
credit  card. 

The  computer,  however,  has  be- 
come a  way  of  life  for  corporations. 
Specialists  have  been  trained  to  know 
and  understand  them;  and  those  spe- 
cialists are  always  searching  for  new 
uses.  As  a  result,  banks  are  pushing 
hard— with  notable  success— to  con- 
vince corporate  clients  that  computer 
capability,  plus  electronic  funds  trans- 
fer, can  keep  much  closer  tabs  on 
money  flow  than  clerks  can. 

Cash  management  is  now  making 
its  third  major  advance:  A  corpora- 
tions computer  is  connected  directly  to 
its  bank's  computer.  This  gives  a  com- 
pany immediate  access  to  considerable 
information— in  printed  form— that 
would  have  taken  hours— or  days— to 
generate  by  personal  telephone  calls 
or  through  the  mail.  The  capability 
has  developed  because  it  connects  any 
corporation  through  its  own  bank 
with  the  network  of  automatic  clear- 
inghouses and  regional  check-process- 
ing centers. 

The  art  of  corporate  cash  manage- 
ment started  with  the  very  basic  con- 
cept of  the  lockbox.  Twenty  years 
ago  companies  discovered  that  they 
could  bring  money  in  faster  if  bills 
were  collected  at  post  office  boxes  all 
over  the  country.  Instead  of  two  or 
three  days  for  a  mail  payment  to  ar- 
rive, plus  another  two  days  or  so  for 
the  check  deposit  to  clear  the  sender's 
bank,  a  local  bank  would  be  paid  to 
open  the  mailbox  and  take  in  the 
checks  for  immediate  deposit  and  col- 
lection from  the  nearby  paying  bank. 


Typically,  the  collection  process  was 
cut  from  four  to  six  days  to  only  two. 

(Some  corporate  cash  managers 
then  had  a  second  bright  idea:  Why 
not  slow  down  disbursement  of  pay- 
ables? So  a  few  companies  even  set 
up  disbursement  offices  in  cities  like 
Phoenix,  Ariz.,  where  check  collec- 
tions are  known  to  be  slow.  But  the 
spread  oi  corporate  electronic  funds 


Communicator:  Computer  terminals 
will  be  used  increasingly  to  move 
money  between  banks  and  businesses. 


transfer  is  phasing  out  this  game.) 

Such  devices  to  speed  collection 
and  slow  payment,  however,  are  Stone 
Age  ideas  in  the  era  of  electronic  data 
processing.  Put  a  terminal  in  a  cor- 
porate office  that  is  linked  to  a  bank's 
computer,  and  all  sorts  of  benefits  can 
be  realized. 

The  foundation  of  cash  management 
is  efficient  control  of  cash  operations. 
Though  businesses  had  used  banks  to 
concentrate  cash  and  had  sped  mon- 
ey across  the  country  by  such  means 
as    depository   transfer   checks  that 


moved  over  telegraph  circuits,  they 
still  confronted  the  time-consuming 
daily  task  of  phoning  perhaps  a  dozen 
or  more  banks  for  an  oral  report  on 
cash  balances. 

Now,  with  the  press  of  a  button  on 
a  terminal,  company  treasurers  can 
get  cash-balance  information  in  min- 
utes from  as  many  banks  as  are 
plugged  into  the  system,  and  have  ad- 
ditional money  data  to  boot.  Balances 
can  be  determined  as  often  as  desired, 
permitting  last-minute  use  of  incom- 
ing cash.  There  are  no  surprises. 

The  next  step  is  obvious:  Connect 
the  corporate  treasurer  with  the  mon- 
ey market  and  currency  departments. 
Buy  and  sell  from  the  machine. 

For  example,  says  Robert  I.  Lipp, 
executive  vice  president  at  New 
York's  Chemical  Bank,  his  bank's  sys- 
tem (ChemLink)  can  tell  a  corporate 
treasurer  at  9  a.m.  not  only  how 
much  has  already  been  collected  but 
also  how  much  will  go  into  the  com- 
pany's accounts  the  following  day 
from  checks  that  require  an  addition- 
al day  to  clear. 

The  computer  also  shows  how  much 
outflow  there  will  be,  allowing  net 
cash  amounts  to  be  determined.  "Once 
you  know  your  cash  position,  you  can 
make  a  decision  about  moving  the 
money,"  Lipp  says.  With  some  histori- 
cal experience,  one  can  take  seasonal 
patterns  into  account  and  forecast  cash 
receipts  and  payment  needs.  Direct 
from  the  company's  computer  termi- 
nal, transfers  can  be  requested  over 
the  wire  from  the  Chemical  to  any 
other  bank  on  the  line. 

Typical  of  the  transfers  now  elec- 
tronically possible  would  be  a  direc- 
tive through  the  corporation's  com- 
puter to  transfer  a  specified  amount 
from  the  head  company  account  to 
the  payroll  account  of  a  distant  sub- 
sidiary. Within  seconds  the  head-of- 
fice balance  is  reduced  by  that  amount 
and  the  subsidiary  balance  increased. 

Robert  L.  Verderame,  vice  presi- 
dent of  Morgan  Guaranty  Trust  C'o.'s 
Client  Service  department,  foresees 
the  day  when  a  giant  corporation's 
payroll  will  be  completely  computer- 
ized and  directed  from  headquarters. 
Every  week  the  banks  in  cities  where 
each  branch  or  factory  is  located 
would  be  instructed  by  tape  or  wire 
how  to  pay  bills,  even  how  much 
should  be  put  into  each  employee's 
account  at  that  local  bank.  The  work- 
er could  then  draw  immediately 
against  the  sum. 

Verderame  concedes  that  there  is 
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with  two  simple  plugs. 


Actually,  the  plugs  aren't  all  that 
nple. 

They  happen  to  be  attached  to  the 
>w-famous  G77™  Display  Terminal 
id  G-Series  Printer  developed 
id  marketed  by  our  MAI  Genesis 
ne  corporations. 

These  products  fulfilled  the  need 
r  peripherals  that  would  not  only  be 
>mpatible  with  several  of  today's 
ost  popular  computer  systems,  but 
Duld  also  provide  users  with  impor- 
nt  price-performance  advantages. 

The  introduction  of  the  Genesis 
ie  units  gained  us  a  front-running 
•sition  in  a  fast-growing  market. 


Fulfilling  needs  is  the  force  that 
motivates  all  the  MAI  companies. 

Our  Basic/Four  Corporation 

fulfilled  the  need  for  a  computer  sys- 
tem for  small  businesses.  And  made 
us  a  leader  in  another  huge  market. 

Our  Sorbus  Inc.  fulfilled  the  indus- 
try's need  for  reliable  repair  and 
maintenance,  and  is  now  the  largest 
independent  service  organization 
in  the  computer  field. 

Our  MAI  International  Corporation 

foresaw  the  need  for  our  products 
overseas,  and  early-on  established 
subsidiaries  or  distributors  in  over  50 
cities  located  in  31  countries  abroad. 


Today,  MAI  products  are  marketed, 
serviced  and  respected  throughout 
the  world. 

All  the  above,  plus  new  needs 
we're  fulfilling  and  new  areas  we're 
developing  make  MAI  the  kind  of 
dynamic  growth-company  we  think 
you'll  want  to  learn  more  about.  We 
invite  you  to  send  for  our  literature. 

MAI 

Management  Assistance  Inc. 

300  East  44th  Street 
New  York,  N.Y.  10017 


This  Announcement  Appears  As  A  Matter  of  Record  Only. 


U.S.  $27,000,000 
Liquefied  Petroleum  Gas  Carrier 

Construction  Financing 

Guaranteed  by 

Gotaas-Larsen  Shipping  Corporation 

A  wholly  owned  subsidiary  of 
1U  International  Corporation 


Provided  by 

,      XTACTURERS  HANOVER  TRUST  COMPANY 


March,  1977 


considerable  resistance  to  such  di- 
payments.  Some  employees  like 
feel  of  putting  a  paycheck  in  their 
icets.  Others  object  to  direct  de- 
t  because  it  might  reveal  to  a 
lse  a  recent  wage  increase  or  bo- 
For  many  reasons,  it  will  take 
s  of  effort  to  convince  employees 
ccept  direct  payment, 
/hile  the  individual  is  putting  up 
.tance  to  change,  the  corporate 
omer  is  proving  a  willing  recip- 
.  Bankers  are  proceeding  on  the 
is  that  they  have  automated  op- 
ions  internally  but  have  done  lit- 
to  speed  communications  to  and 
1  the  customers'  offices.  Yet  cor- 
ite/bank  communications  are  re- 
kably  similar  to  those  that  ex- 
olely  within  the  bank, 
he  customer  also  has  an  opportu- 
at  any  time  to  use  the  terminal 
determine  the  status  of  any  trans- 


.  With  the  press  of  a  but- 
i  on  the  terminal,  trea- 
ers  can  get  cash  balance 
Drmation  in  minutes  . . ." 


m  or  of  the  complete  account. 

confirmation,  with  identification 
hers,  date  and  time  executed  are 
)rinted  at  the  customer  terminal, 
von  Products  uses  the  Chemical's 
mLink  service  to  monitor  its  bal- 
ls. With  over  330,000  independent 
;  agents  ringing  bells  from  coast 
oast,  funds  are  deposited  every 

in  seven  regional  banks.  By  11 
y  morning,  ChemLink  informs 
i  of  the  amount  that  can  be  con- 
rated  in  New  York  and  provides 
iggregate  report  of  transactions, 
e  Avon  has  calculated  an  opti- 

target  balance  at  each  bank,  a 
mLink  feature  delivers  daily  in- 
lation  on  the  way  to  maintain  the 
er  balance.  Edmund  McElroy,  di- 
>r  of  cash  and  banking  at  Avon, 

the  new  system  enables  the  com- 
r  to  keep  cash  fully  invested.  For- 
y,  enormous  sums  ended  up  on 
books  of  regional  banks,  and  time 
money  were  lost  in  shifting  from 

to  investment. 

more  advanced  system  has  been 
iloped  for  Sun  Chemical.  The 
ram  will  tie  the  income  and  ex- 
liture  data  directly  to  Sun's  com- 
rized  internal  cash-accounting  and 
casting  system,  thereby  eliminat- 
the  time-consuming  clerical  work 
ired  to  keypunch  bank  informa- 
for  record-keeping  purposes, 
'hat  feeds  the  trend,  of  course,  is 

both  the  banks  and  the  compa- 
talk  a  language— a  computer  lan- 
;e— that  both  understand.  ■ 


SMALL  WONDER 


Hornblower's  exclusive,  pocket-sized  Option-Verter  instantly  computes  the  potential 
return  on  your  option  investment.  And,  it  even  allows  you  to  theoretically  "annualize" 
your  return.  It's  yours  free  from  Hornblower,  the  firm  that  gives  you  superior  execu- 
tions, specialized  option  research,  and  instant  access  to  your  buying  power  and  cash 
availability.  For  your  free  Option-Verter,  just  mail  the  coupon. 

Please  send  me  a  free  Option-Verter  right  away. 

□  I  have  received  a  current  Options  Clearing  Corp.  Prospectus. 

□  I  have  not  received  an  OCC  prospectus. 

NAME  (Please  Print) 


ADDRESS 

CITY 

STATE 

ZIP 

BUS.  PHONE: 

HOME  PHONE. 

Hornblower  clients,  please 

include  your  broker's  name 

HORNBLOWER 

ro^lou^/^weeks-hemphill,noyes 
Qji 


'Incorporated 

8  Hanover  St.,  New  York,  N.  Y.  10004 
adv  code  no  P610  Attn:  Option-Verter 


(212)  742-7452 


Income  and  growth  in  one  vehicle. 

Fidelity  Equity- Income 
Fund  seeks 
both  growth  to 


help  income 
investors  com 
bat  inflation 
and  income  to 
help  growth 
investors  reduce  risk 


There  is  no  sales  charge. 
The  minimum  investment 
is  $500.  Call  or  write 
for  information. 


r 


Call  Toll  Free 
(800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 


Fidelity  Equity  -  Income  Fund 

82  Devonshire  Street,  Box  832,  Dept.  FF70401  ,  Boston,  Mass.  02103 
Please  send  free  prospectus. 


■ 


Name 


Address 

City  State  Zip  Telephone 

Retirement  Plan  Information:  Keogh  □  IRA  □  403BD 

For  more  complete  information,  including  charges 
and  expenses,  please  write  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money 

FIDELITY  EQUITY-INCOME  FUND 

Fidelity  Group.  Over  $3  billion  of  assets  under  management.  jj| 
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The  Money  Men 


The  Inefficient  Stock 


Solon  P.  Patterson  has  an  elegantly 
classical  first  name,  an  elegantly 
southern  drawl  and  an  elegandy  sim- 
ple investment  strategy:  Look  for  the 
"inefficient"  stocks. 

Patterson,  41,  is  president  of  Atlan- 
ta's Montag  &  Caldwell,  the  largest 
independent  investment  adviser  in  the 
Southeast.  By  "inefficient,"  he  means 
stocks  whose  market  value  doesn't  re- 
flect their  true  potential.  Which 
means  grits,  not  growth  concepts;  you 
have  to  get  behind  the  generalities  to 
determine  whether  a  low  price/ earn- 
ings ratio  means  market  inefficiency 
or  just  that  the  company's  not  very 
good.  Grits  are  return  on  equity,  cor- 
porate goals  and  how  well  they  have 
been  met.  Above  all,  it  means:  Who's 
running  things? 

Montag  &  Caldwell,  with  $460  mil- 
lion under  management,  is  an  early 
bird  in  the  booming  Sun  Belt,  where 
the  companies  that  delight  Patterson 
—young,  fast  growing,  profitable  and 
still  cheap— are  expected  increasingly 
to  arise.  So  knowing  their  manage- 
ment, not  just  well  but  personally,  is 


We  devote  the  most  effort  to  them 
because  that's  where  we  won't  be  re- 
inventing the  wheel." 

Many  are  small  companies.  "Most 
large  companies  mirror  their  environ- 
ment," says  Patterson.  "Small  com- 
panies fit  in  the  cracks.  If  you  know 
a  company  well,  then  you  can  tell 
whether  it  will  do  better  or  worse 
than  the  average.  Can  the  manage- 
ment react  fast?  Does  it  have  a  knack 
for  marketing?  When  things  start  to 
go  right  for  a  company  that's  only  had 
a  medium  record  so  far,  you  should 
be  the  first  to  notice." 

Patterson's  140  list  is  not  entirely 
of  small  companies,  and  not  entirely 
of  companies  in  the  South.  It  includes 
Toro,  a  Minnesota  lawn-equipment 
maker  selling  at  eight  times  earnings, 
and  Long  Island-based  Avis  at  seven 
times  earnings.  Patterson  thinks  Ethyl, 
a  big  company,  "is  grossly  underval- 
ued [at  six  times  earnings]  because 
of  its  gasoline-lead  problem."  Anoth- 
er: Greenville,  S.C. -based  Daniel  In- 
ternational, a  construction  company 
with  $1  billion  in  revenues  that  has  a 


". . .  'Most  large  companies  mirror  their  environment/  says 
Patterson.  'Small  companies  fit  in  the  cracks' . . ." 


possible  in  Adanta  when  it  isn't  on 
Wall  Street.  "We  have  the  chance  to 
notice  them  before  most  anybody 
else,"  says  Patterson.  "We're  in  the 
same  clubs  with  these  people.  Our 
kids  go  to  the  same  schools." 

But  it's  not  simply  a  matter  of 
plugging  into  some  Good-Ole-Boy  net- 
work. By  definition,  an  "inefficient 
stock"  is  being  insufficiently  studied. 
International  Business  Machines,  for 
example,  would  rarely  be  inefficient 
—it's  the  background  against  which 
you  look  at  the  others  because  so 
many  people  have  been  studying  the 
stock  already. 

"We  follow  about  350  stocks,"  says 
Patterson.  "Maybe  210  of  them  are 
ones  I  call  efficient— IBM,  say,  or 
General  Motors.  They're  our  'S&P 
210.'  But  there's  not  much  we  can 
leam  by  calling  on  IBM  that  an  ana- 
lyst for  Drexel  Bumham  or  Dean  Wit- 
ter can't  leam,  too.  Then  there  are 
about  140  of  the  other  land— ineffi- 
cient—that   we   follow  most  closely. 


contract  for  the  new  Jeddah  Airport 
in  Saudi  Arabia.  That's  the  aspect 
everybody  looks  at,  but  Patterson 
points  out  that  well  over  half  of  Dan- 
iel's revenues  and  profits  come  from 
the  Southeast.  "If  we're  right  about 
growth  in  the  South,"  he  says,  "Dan- 
iel will  be  on  the  leading  edge." 

Going  down  the  line  with  any  phi- 
losophy can  have  its  drawbacks,  as 
Montag  &  Caldwell  learned  painfully 
in  1973.  It  stuck  with  National  Data, 
an  Atlanta-based  computer  service 
firm  it  had  discovered  back  in  the 
1960s,  because  "we  knew  and  re- 
spected the  management"— all  the  way 
from  44/2  down  into  the  teens.  (The 
stock  eventually  hit  2%,  and  it  now 
trades  around  6.)  M&C  was  right 
about  the  "basic  soundness"— Nation- 
al Data's  earnings  went  down  only 
16%,  while  its  stock  was  plummeting, 
and  it  remained  profitable— but  wrong 
about  the  market. 

"We  became  more  aggressive  than 
appropriate,"      observes  Patterson. 


Local  Talent:  Atlanta's  Patterson  has 
a  leg  up  on  New  York-based  com- 
petitors in  spotting  southern  stocks. 

"Howard  Hughes  may  have  bought 
companies,  but  we  have  to  buy  stocks. 
So  we  do  research  on  research;  we 
watch  what  the  other  guys  are  think- 
ing. But  nothing  makes  us  happier 
than  when  we  disagree  with  them— 
as  long  as  we  have  good  reasons  for 
our  differences." 

Patterson  first  learned  about  the 
stock  market  when  his  father,  a 
Greek-born  restaurateur  with  failing 
eyesight,  set  his  son  to  reading  aloud 
the  stock  tables.  After  getting  his  BA 
and  MBA  at  Adanta's  Emory  Univer- 
sity, he  worked  in  corporate  finance 
at  Vick  Chemical  (now  Richardson- 
Merrell)  and  for  the  Richardson  fam- 
ily's Piedmont  Advisory  Corp.  in  New 
York  before  Louis  Montag,  the  father 
of  an  Emory  classmate,  lured  him 
back  to  Adanta. 

Montag  was  in  need  of  help  in  the 
expanding  investment  advisory  service 
he  had  set  up  after  managing  his  fam- 
ily's seven-figure  fortune.  ("Friends 
were  always  lookin'  to  me  for  advice," 
drawls  Montag,  73,  who  still  drives 
to  work  several  times  a  week  in  his 
blue  Mercedes— so  he  decided  to 
charge  for  the  privilege. ) 

Patterson  should  have  plenty  of 
grist  for  his  mill  for  some  time  to 
come.  Capital  is  following  people  and 
markets  to  the  South,  and  the  influ- 
ence of  index  funds  on  investment  is  a 
prospect  to  relish.  "If  they  go  far 
enough,"  says  Patterson,  "almost  the 
whole  market  will  become  inefficient 
—a  big,  slow-moving  entity  that  allows 
smart  people  to  pick  at  it."  ■ 
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Why  did  GTE  put  a  street  lamp 

in  a  nice,  simple  phone  company  ad? 


We're  a  lot  more  than  a  phone  company. 


One  Stamford  Forum,  Stamford,  Conn.  06904 


The  Broadcaster  Who  Fell 
From  Grace  With  The  Seers 

Airwaves  and  airlines  didn't  mix  for  Storer 
Broadcasting,  but  that  was  yesterday's  story. 


George  Storer  was  an  original.  He 
collected  wives,  a  golf  course,  elabo- 
rate homes,  airplanes,  even  a  profes- 
sional baseball  team  while  he  built 
his  Storer  Broadcasting  Co.  (1976 
revenues:  $127  million)  into  one  of 
the  country's  largest  non-network- 
owned  broadcasting  groups. 

Broadcasting  is  a  virtual  money 
machine.  Broadcast  licenses  are  lim- 
ited by  the  Federal  Communications 
Commission:  Generally  only  four  or 
five  TV  licenses  are  granted  to  a  ma- 
jor metropolitan  area.  As  a  market 
city  grows,  a  fixed  supply  of  ad- 
vertising time  is  overwhelmed  by  the 
demand  for  time. 

On  top  of  that,  the  stations  have 
little  in  the  way  of  fixed  assets.  Storer 
figures  that  its  replacement  costs  for 
capital  equipment  run  at  less  than  50% 
of  depreciation,  in  contrast  to  most 
businesses  in  which  depreciation  runs 
below  inflated  replacement  costs. 

Moreover,  where  a  major  network 
must  risk  big  bucks  on  a  dozen  new 
series,  non-network-owned  station  op- 
erators like  Storer  need  only  produce 
local  news,  public  affairs  and  chil- 
dren's programs;  they  then  buy  syndi- 
cated programming  and  use  some  net- 
work shows  to  complete  their  sched- 
ules. At  close  to  the  industry's  aver- 
age, Storer's  programming  costs  are 
only  30%  of  net  revenues. 

From  one  small  Toledo  radio  sta- 
tion in  1927  the  company  has  grown 
to  five  radio  and  seven  TV  stations  in 
large  metropolitan  areas  like  Boston, 
Cleveland  and  Atlanta.  Storer  moved 
his  headquarters  to  Miami  Beach,  ac- 
quired a  palatial  estate  there  and  a 
48,000-acre  deeded  ranch  in  Wyom- 
ing. He  married  five  times,  and  di- 
vorced four  of  his  wives  (one  settle- 
ment for  $2.2  million  is  still  under 
litigation).  Besides  his  yachts  and  his 
private  planes,  he  owned  one  of  the 
finest  private  golf  courses  in  the  coun- 
try—and the  Miami  Marlins  baseball 
team.  And  why  not?  By  the  late  Six- 
ties the  stock  market  price  of  Storer 
common  was  over  $63  a  share;  on  pa- 
per at  least,  the  Storer  family  was 
worth  $88  million  or  more. 
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The  big  mistake  that  was  to  lead 
to  Storer's  fall  from  grace  on  Wall 
Street  came  in  1965.  The  FCC  limits 
the  number  of  stations  in  one  owner- 
ship, and  Storer  had  almost  reached 
the  limit.  That  gave  him  a  problem: 
What  do  you  do  with  your  rich  cash 
flow  from  earnings  and  depreciation 
when  you  can't  expand  in  your  own 
business  and  when  that  business 
doesn't  require  much  capital? 

Listening  perhaps  to  some  bad  ad- 
vice from  the  investment  community, 
Storer  went  out  and  bought  North- 
east Airlines.  He  figured  the  excess 
cash  from  his  broadcasting  money 
machine  could  buy  the  short-  and  me- 
dium-range planes  that  Northeast 
management  thought  it  needed.  Trou- 
ble was,  Northeast  was  broke  when 
Storer  bought  it,  and  the  once-glamor- 
ous airline  industry  started  a  nosedive 
just  a  few  years  after  Storer  got  into 
it.  It  took  years  to  sell  Northeast  to 
Delta  and  to  unwind  the  mess. 


Meanwhile,  Storer's  broadcasting 
operations  were  deteriorating  in  prof- 
itability. Its  1975  broadcast  profit 
margins  of  23%  on  $86.8  million 
looked  poor  compared  with  swifter 
Capital  Cities  Communications,  which 
posted  a  43.6%  operating  return  on 
nearly  the  same  revenues. 

Chairman  William  Michaels,  59,  a 
longtime  broadcasting  executive  who 
was  president  under  George  Storer,  is 
frank  in  admitting  that  Storer  is  still 
plagued  with  problems  from  its  radio 
operations.  However,  its  New  York 
station  (WHN)  is  hot  in  the  local 
ratings  after  switching  from  a  pop- 
music  to  a  country-music  format.  An 
unprofitable  radio  station  in  Cleveland 
(WJW)  is  being  sold  and,  finally,  af- 
ter years  of  trying,  its  Los  Angeles 
station  (KGBS)  has  FCC  permission 
to  broadcast  after  sunset.  On  the  oth- 
er hand,  Michaels  claims  that  Storer's 
VHF  television  operations  have  al- 
ways been  as  profitable  as  other 
group  broadcasters'.  "It's  a  virtual 
gold  mine,"  he  explains. 

The  credit  for  improving  profita- 
bility goes  to  Michaels,  who  took  over 
as  chairman  IJ2  years  before  George 
Storer  died  in  1975.  Storer's  1976 
earnings  on  continuing  operations 
have  doubled  to  $2.77  a  share.  The 
sale  of  a  subsidiary  brought  total 
earnings  to  $4.24.  The  heavy  burden 


Storer  And  Michaels  In  1971:  Six  years  before,  they  got  into  their  airline 
mess.  Six  years  later,  they  are  out  .  .  .  and  profitable  again. 


;bt  acquired  during  the  North- 
Airlines  deal  has  been  cut  to  a 
:st  $30  million  from  a  peak  of 
million.  Cash  flow  is  now  run- 
at  about  $23  million  a  year.  To 
hat  cash  flow  to  work,  Michaels 
Teasing  his  holdings  in  CATV— 
)ital-intensive  business,  but  one 
is  closely  related  to  Storer's  ba- 
■engths. 

is  would  be  a  happy  ending,  but 
le  thing:  In  part  because  of  the 
least  fiasco,  in  part  because  Wall 
t  thinks  Storer  should  be  more 
able  than  it  is,  Storer's  stock 
s  a  modest  six  times  earnings. 

compares  with  Capital  Cities' 
pie  of  11.  As  a  result,  Storer  is 
rable  to  takeover  artists,  who 

easily  be  attracted  by  the  cur- 
glamour  of  broadcast  properties 
by  a  breakup  value  that  some 
sts  think  could  be  as  high  as 
i  share.  (Of  course,  the  compa- 
mtends  that  any  unfriendly  bid 
i  be  unsuccessful  because  strin- 
FCC  requirements  often  delay 


In  a  way,  Storer 
kholders  can't  lose, 
company  is  solidly 
fitable  again  . . ." 


ransfer  of  a  broadcast  license  for 
3  two  years,  which  would  dis- 
ige  a  surprise  attack. ) 
iw  York  realtor  Samuel  Lefrak 
ex-Columbia  Broadcasting  presi- 
Arthur  Taylor  were  looking  for 
ladcasting  property  to  use  as  the 
lation  for  a  fourth  network.  They 
t  that  Storer  was  one  of  the  eom- 
;s  they  studied.  Michaels  con- 
;  that  Warner  Communications 
d  with  him  about  acquiring 
r,  but  says  that  nothing  came  of 
dks. 

a  way,  Storer  stockholders  can't 
Bill  Michaels  has  seen  to  it  that 
company  is  solidly  profitable 
i.  If  they  can  persuade  Wall 
t  that  the  improvement  is  perma- 

the  stock  could  easily  command 
ich  higher  price/earnings  ratio, 
lents  Michaels:  "We  were  sell- 
er $60  a  share  while  we  were 
g  our  shirt  on  the  airline.  Now 
re  out  of  debt  and  making  more 
;y  than  ever,  and  we're  still  un- 
>25  a  share.") 

it  if  Wall  Street  doesn't  respond, 
it  is  almost  inevitable  that  some- 
vill  come  along  and  make  a  hand- 
tender  offer  for  the  stock.  Either 
Storer  is  more  of  a  prize  than 
d  reputation  and  its  price/earn- 
ratio  would  seem  to  indicate.  ■ 

:FC     ADOII     1  1Q77 


Only  rarely  is  a  product  created 
with  such  innovative  design,  tech- 
nological excellence  and  boundless 
usefulness  that  it  becomes  the 
^standard  by  which  all  others  are 
measured. 

In  the  personal  cassette  recorder 
category,  that  product  is  the  Craig 
Electronic  Notebook.® 


ELLIOTT 

GOT  A  JOB 

PUMPING  GAS. 
IN  THE  NORTH  SEA. 


The  job:  pumping  natural 
gas  back  down  into  oil  wells 
two  miles  deep.  Reinjection  saves 
gas  that  would  otherwise  be  wasted 
and  increases  the  oil  production 
over  the  life  of  the  field. 

The  place:  Phillips  Petroleum's 
Ekofisk  oil  project,  200  miles  out 
in  the  North  Sea. 

To  do  the  job,  Elliott  C®rnpany, 
a  division  of  Carrier  Corporation, 
had  to  build  the  highest  pressure 
centrifugal  compressors  ever 
designed.  Compressors  that  must 
work  reliably  day  and  night  under 
brutal  conditions. 

People  who  sink  billions  of 
dollars  into  oil  and  gas  production 
count  on  Elliott  equipment  to 
work.  In  the  North  Sea.  And  at  the 
world  s  largest  gas-gathering 
facility  in  Saudi  Arabia.  We  re  also 
processing  natural  gas  in  Algeria 
and  shale  oil  in  Brazil. 

But  not  all  of  Elliott  s  jobs 
are  in  oil  and  gas.  We  also  have 
good  customers  in  industries  as 


diverse  as  fertilizers,  locomoti 
synthetic  rubber  and  boiler 
maintenance.  Elliott  is  in  moi 
half  the  worlds  ethylene  plar 
and  on  the  way  to  more  in  He 
Russia,  Rumania  and  Texas. 

Elliott  s  work  gives  you  a 
of  where  Carrier  Corporatioi 
is  going.  We  deal  with  energy 
the  world  can  use.  Ideas  that 
at  work  in  refrigeration  for  m 
power,  food  processing  and 


The  New  Food  Giants? 


Some  of  their  customers  are  becoming  big  businesses. 
Their  suppliers  already  are.  Now  the  food 
service  distributors  are  growing  up  too. 


By  HAROLD  SENEKER 

Paul  Pakozdi,  manager  of  New  York's 
well-known  Liichow's  Restaurant,  is 
relaxing  for  a  change;  Mondays  are 
relatively  slow  for  the  small,  nattily 
iressed  man  with  silvery  hair  and 
^uick,  observing  eyes.  "We  are  deal- 
ng  only  with  suppliers  who  have  large 
nventories,"  he  says.  (He  is  Hungari- 
m,  though  the  menu  is  gourmet-class 
Serman.)  "We  are  not  dealing  with 
small  suppliers." 

He  stops  and  counts.  "We  have  15 
)r  so,  each  carrying  several  lines, 
rhere  are  so  many  because  we  want 
;everal  in  each  line,  to  protect  quality 
md  to  keep  them  all  in  line  on  price. 
For  example,  we  have  four  different 
neat  suppliers;  one  specializes  in  beef, 
me  in  veal,  and  so  on,  but  of  course 
[  buy  some  beef,  some  veal,  some 
jork  from  all  of  them.  Then  we  have 
)thers  for  fish,  for  the  dry  goods,  for 
:he  produce." 

That  seems  like  plenty  of  food  ser- 
/ice  distributors,  even  for  a  restau- 
•ant  this  size— Liichow's  can  seat  685, 
md  grosses  $4  million  a  year— but  not 
;o.  Pakozdi's  "we"  includes  the  cor- 
)orate  parent,  National  Restaurants, 
jic.  He  explains  that  National  owns 
ibout  200  restaurants  in  the  New 


York  area,  with  a  total  gross  of 
about  $200  million;  and  those  same 
15-plus  distributors  supply  most  of  the 
needs  of  all  those  restaurants. 

That's  a  big  account  for  the  typical 
distributor  in  the  food  service  indus- 
try. In  fact,  too  big.  Food  service- 
supplying  consumables  to  restaurants, 
schools,  hospitals,  airports,  anyplace 
meals  are  served  away  from  home- 
has  traditionally  been  the  ultimate 
small  business;  the  characteristic  op- 
erator may  do  $4  million  a  year  with 
a  couple  of  trucks,  and  bring  maybe 
1.5%  of  that  down  to  net  profit. 

But  big  accounts  like  National  Res- 
taurants—and the  burgeoning  fast-food 
industry— are  an  increasingly  impor- 
tant part  of  the  food  business.  They 
want  large-volume,  regional  distribu- 
tors. Smaller  customers— the  corner 
diner— increasingly  want  "full-line"  ser- 
vice, so  they  need  keep  track  of  only 
two  or  three  distributors  for  the 
scores  of  items  necessary  even  for  a 
short  menu. 

To  fit  those  wants,  the  chronically 
undercapitalized  distributors  need 
a  lot  of  money  to  build  warehouses, 
fill  them  with  inventory  and  carry  ever 
larger  accounts  receivable  (theirs  is  a 
credit  business ) . 

As  a  result,   a  large  handful  of 


fledgling  giants  have  been  born 
through  mergers  and  internal  growth 
in  recent  years  among  the  3,500  busi- 
nesses dividing  up  this  little-noted, 
$35-billion  industry.  They  are  still 
quite  small  by  the  standards  of  other 
industries;  probably  less  than  a  dozen 
have  sales  as  high  as  $100  million. 
The  two  largest,  Sysco  Corp.  and 
CFS  Continental,  have  sales  exceed- 
ing $600  million  a  year,  but  they 
have  stockholders'  equities  of  only 
about  $60  million  each,  and  total  as- 
set bases  of  about  $160  million. 

Still,  the  food  service  fledglings 
have  come  along  fast.  Already  they 
are  taking  on  the  accoutrements  of 
the  big  corporations  some  of  them  are 
likely  to  become  in  five  or  ten  years— 
as  they  continue  to  acquire  smaller 
distributors,  spread  out  geographical- 
ly, benefit  from  their  industry's  8%-a- 
year  growth  rate  and  integrate  back- 
ward into  food  manufacturing. 

Take  the  largest  fledgling  in  the 
Northeast  (and  eighth  in  the  U.S.), 
New  York's  Flagstaff  Corp.,  whose 
products  sometimes  grace  Liichow's 
kitchen.  Fourteen  years  ago,  it  was 
one  of  the  many  $3-million  to  $4-mil- 
lion  operators.  Now,  after  a  series  of 
acquisitions,  its  annual  volume  is  $140 
million  (on  which  it  makes  $2.2  mil- 


testaurant  Trade:  Fast  food  or  haute  cuisine,  it's  the 
ion's  share  of  the  food  service  market.  Retail  volume 
s  now  $66  billion  a  year  and  growing  at  a  12.5%  rate. 


Big  Business:  The  day  of  the  mom-and-pop  approach  is  lon£ 
gone  for  the  larger  distributors.  Sysco  Corp.  (above)  must 
keep  track  of  12,000  items  of  inventory,  75,000  customers. 
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lion ) ,  its  stock  is  traded  on  the  Ameri- 
can Stock  Exchange,  and  ft  maintains 
corporate  offices  in  midtown  Manhat- 
tan in  space  formerly  occupied  by 
Chris-Craft  Coip.  Flagstaff  s  presi- 
dent, Nelson  Peltz,  is  a  tall,  athletic- 
looking  man  of  34  who  favors  the 
latest  designer  clothes  and  aviator 
glasses.  He  has  kept  the  fancy  pecan- 
wood  paneling  installed  by  the  pre- 
vious tenant,  and  has  added  a  daz- 
zling blonde  receptionist  to  take  visi- 
tors' coats  and  read  novels  in  between. 

"Ten  years  from  today,"  he  says  ex- 
pansively, "five  or  six  companies  will 
dominate  this  industry."  He  is  expan- 
sive because  he  expects  Flagstaff  to 
be  one  of  them.  "When  I  first  came 
here,  there  must  have  been  50  or  60 
serious  competitors  in  our  market. 
Now  there  are  only  five  or  six  in  the 
New  York  area." 

His  company  has  steadily  added 
product  lines  over  the  years— meat, 
frozen  foods,  even  pots  and  pans  and 
tableware.  "We  carry  about  7,000 
items  now,"  says  Peltz.  "It  makes  eco- 
nomic sense;  you  reduce  your  unit 
costs  when  your  truck  goes  to  the 
Plaza  Hotel  [Peltz  likes  to  cite  the 
Plaza  as  a  customer]  not  just  to  sell 
seafood  but  with  a  long  list  of  items. 
And  it  reduces  the  hotel's  administra- 
tive problems."  Then  he  explains  his 
approach  to  continued  growth,  one 
of  the  two  basic  industry  strategies. 

"The  real  potential  of  this  business 
hasn't  been  tapped  yet,"  he  claims. 
"After  you've  built  your  customer 
base,  you  want  to  build  your  margins. 
So  the  next  step  is  to  go  private  label, 
which  we've  done.  The  giant  food 
companies  don't  like  that  because 
their  advertising  dollars  don't  count 
for  much.  A  guest  at  the  Plaza  Hotel 
doesn't  order  Maxwell  House  coffee, 
he  just  orders  coffee.  So  if  a  Flagstaff 
product  has  good  quality  and  the 
price  is  right,  our  customers  will  buy 
ours  instead,  without  advertising. 

"The  third  step  is  to  get  into  manu- 
facturing. I  don't  mean  things  like 
canned  peas,  where  ingredient  costs 
are  so  important.  I  mean  high-value- 
added  items  like,  say,  beef  stew  or 
portion-controlled  meals.  You  can 
realize  real  economies  there  if  you're 
sure  of  your  volume.  Our  total  manu- 
facturing business  is  only  about  $20 
million  a  year  now,  but  it's  growing. 

"For  example,  we're  the  first  distrib- 
utors into  school  feeding  programs 
on  a  manufacturing  basis.  We  deliver 
40,000  packaged  meals  a  day  to  the 
Philadelphia  school  system.  The 
schools  don't  need  kitchens  now,  only 
a  convection  oven.  It's  a  lucrative 
business,  and  the  schools  only  pay  an 
average  of  50  cents  a  meal." 

The  other  main  strategy  is  to  stick 
to  Peltz's  first  step:  Keep  building  the 


customer  base  and  expand  geographi- 
cally. Perhaps  the  most  successful  ex- 
ponent of  that  approach  is  Sysco 
Corp.  Eight  years  ago  the  Houston- 
based  company  didn't  even  exist;  it 
was  formed  by  the  merger  of  nine  in- 
dependent distributors  in  1969.  Now 
there  are  32  operations  in  the  fold,  and 
volume,  above  $600  million,  is  just  be- 
hind that  of  the  older  industry  leader, 
CFS  Continental  in  Chicago. 


". . .  Food  service  is  growing 
twice  as  fast  as  the  rest 
of  the  food  industry . . ." 


Unlike  Flagstaff's  Peltz,  Sysco's 
president,  John  F.  Woodhouse,  has 
the  manner  of  a  shy,  affable  banker. 
Slight  and  balding,  he  seems  older 
than  his  46  years.  He  could  be,  and 
is,  a  Harvard  Business  School  gradu- 
ate. "We're  not  tied  into  manufactur- 
ing," he  explains,  "because  we  feel  we 
have  greater  flexibility  in  meeting  the 
customers'  needs  this  way.  On  the 
other  hand,  since  many  of  our  most 
important,  fastest-growing  customers 
are  national  accounts,  people  like 
Kresge  or  ARA  Services,  we  want  to 
provide  national  service." 

Woodhouse  likes  to  talk  self-effac- 
ingly  of  his  "small"  company,  but  he 
seems  intrigued  by  the  puzzle  of  cre- 


Institutional  Food:  The  end  user  may 
give  the  end  product  mixed  reviews, 
but  he's  eating  more  of  it  than  ever. 


ating  a  nationwide  distributor  from  a 
string  of  localized  businesses.  Sysco 
acquired  most  of  the  attractive  and 
available  merger  candidates  it  wanted 
during  the  industry's  wave  of  acquisi- 
tions in  the  early  Seventies.  In  the 
past  couple  of  years,  Woodhouse  has 
concentrated  on  a  $40-million  internal 
expansion  program. 

"Now  we  could  double  our  annual 
volume  without  spending  a  penny  on 
additional  capacity,"  he  says  happily. 
"And  wherever  we  could,  we  bought 
land  around  our  new  distribution  cen- 
ters, so  in  several  markets  we  could 
double  or  triple  our  capacity." 

What  are  the  existing  food  giants 
doing  about  all  this?  Some  are  getting 
into  the  act  themselves.  After  Sysco 
and  CFS,  the  next  three  largest  com- 
panies have  all  been  acquired  by  cor- 
porate giants:  Martin-Brower  Co.  of 
Chicago  by  Clorox;  John  Sexton  & 
Co.,  also  of  Chicago,  by  Beatrice 
Foods;  and  Greenville,  S.C.'s  clumsily 
named  Monarch  Institutional  Foods- 
Pearce- Young-Angel  Co.,  which  was 
assembled  by  Consolidated  Foods. 
Kraft,  Inc.  could  also  be  considered 
a  big  food  service  outfit;  it  has  dis- 
tributed its  own  products  direct  to 
restaurants  and  other  outiets  in  some 
markets  since  World  War  I.  Now,  a 
corporate  reorganization  has  brought 
its  food  service  operations  into  one 
division,  and  Kraft  is  experimenting 
with  adding  more  non-Kraft  lines. 

"Companies  like  that  are  attracted 
because  food  service  is  growing  at 
twice  the  rate  of  the  rest  of  the  food 
industry,"  asserts  Stephen  Horowitz, 
president  of  Interstate  Restaurant 
Supply  Co.  of  Los  Angeles,  another 
food  service  comer.  "They  know  that 
one-third  of  the  meals  in  this  country 
are  eaten  away  from  home  and  that, 
at  present  rates,  that'll  be  40%  by 
1980."  Like  others,  he  is  undismayed 
by  the  advent  of  the  giants. 

"It's  a  big  industry,"  he  notes.  "It's 
entirely  possible  to  get  into  this  busi- 
ness on  a  small  scale— you  can  rent 
trucks  and  warehouse  space— and  the 
real  guts  of  the  business  is  knowing 
your  customer  personally,  so  you  can 
anticipate  his  needs  and  know  wheth- 
er to  risk  extending  credit  to  him. 

"It's  hard  to  do  that  on  a  large 
scale.  Your  capital  requirements  go 
up,  and  it's  easy  to  lose  the  personal 
touch  and  the  ability  to  make  deci- 
sions fast.  So  there'll  always  be  room 
for  the  little  guy  if  he's  very  good." 

That  room  may  be  the  biggest 
challenge  facing  the  food-service 
climbers:  figuring  out  how  to  become 
giants  without  becoming  clumsy  like 
giants.  Because  if  they  don't,  those 
little  guys  will  be  ready  to  take  the 
food  service  business  back  from  them. 
Big  will  still  have  to  be  smart.  ■ 
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Your  tax  return  vs.  our  tax-free  return. 


Come  this  time  of  year,  the  appeal  of  Fidelity  Municipal 
Bond  Fund  is  evident. 

We  seek  as  high  a  level  of  income  free  of  federal 
taxes*  as  is  consistent  with  preservation  of  capital. 
Depending  on  your  tax  bracket  that  could  be  substantial. 
The  chart  below  will  give  you  a  rather  good  idea. 


If  your  joint 

taxable 
income**  is 

Your  income 
tax  bracket 

is: 

A  tax-free  yield  of 
5%         6%  7% 
is  equal  to  a  taxable  yield  of: 

$ 

16-20,000 

28% 

6.94%   8.33%  9.72% 

$ 

24-28,000 

36% 

7.81%   9.38%  10.94% 

$ 

36-40,000 

45% 

9.09%  10.91%  12.73% 

$ 

64-76,000 

55% 

11.11%  13.33%  15.56% 

$100-120,000 

62% 

13.16%  15.79%  18.42% 

As  in  all  managed  municipal  bond  funds,  there  is  a 
management  fee.  Ours  is  4/10  of  1%  of  The  Fund's  net 
assets.  We  believe  we  compare  quite  favorably  on 
this  key  point. 

The  bottom  line  (literally  and  figuratively)  is  important. 
We  seek  to  generate  greater  income  for  you  by  keeping 
our  costs  low. 


What  we  do  in  return. 


While  you're  comparing  costs,  we  also  urge  you 

to  compare  portfolios.  Again  Fidelity  Municipal  Bond  Fund 

stands  up  to  careful  scrutiny. 

Moreover,  The  Fund's  portfolio  is  by  far  the 
largest  of  its  kind;  well  over  $300  million  of  quality  bonds. 
This  size  may  help  us  to  achieve  better  prices  for  the 
bonds  we  purchase.  Again,  it's  a  way  to  have  more  of 
your  investment  working  towards  a  tax-free  goal. 

We  invite  you  to  learn  more,  particularly  at  tax-time. 
It's  a  sensible  first  step  towards  many  happier  returns. 


**  Net  amount  subject  to  Federal  Income  tax  after  deduction 
and  exemptions.  There  can  be  no  guarantee  that  The 
Fund  will  achieve  any  particular  tax-exempt  yield 

Will  readers  reap? 

As  the  figures  indicate,  our  tax-free  advan- 
tage is  rather  extensive.  It  should  be  of 
interest  to  anyone  in  the  28%  bracket  and 
beyond. 

Better  yet,  Fidelity  Municipal  Bond 
Fund  offers  many  advantages  over  similar 
investments.  It  will  pay  you  to  compare  them 
with  our  competition. 

Is  tax-free  free? 

Many  municipal  bond  investments  have  a 
sales  charge.  Ours  has  none.  All  your  money 
goes  directly  to  work  seeking  the  highest 
return  consistent  with  preservation  of  capital. 


Call  free 

(800)225-6190 

In  Mass.  Call  Coikct  (617)726  0650 


FIDELITY  MUNICIPAL  BOND  FUND,  INC. 

P.O.  Box  832,  Dept  FF704O1 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  charges  and  expenses, 
please  write  or  call  for  a  prospec- 
tus. Read  it  carefully  before  you 
invest  or  send  money. 

Name 
Address 


City 


State 


Zip 


FIDELITY  GROUP 
^Over  $3  billion  of  assets  under  management. 

*lncome  may  be  subject  to  taxes  in  certain  states. 


Perhaps  the  best  investment 
you  can  make  in  tax-free  municipals. 


Troubled  Waters 


In  their  zeal  to  protect  the  lovable  porpoise,  environmentalists  may 
inadvertently  sink  the  U.S.  tuna  fleet— and  do  the  porpoise  no  good  at  all. 


was  a  a 
sage  in 


What  in  the  world  could  be  wrong 
with  a  law  to  stop  the  destruction  of 
thousands  of  porpoises?  Unfortunate- 
ly, plenty. 

The  friendly  marine  mammals 
(commonly  miscalled;  most  of  them 
are  not  porpoises,  but  dolphins)  often 
are  killed  in  the  huge  purse  seiner  nets 
that  haul  in  most  of  the  tuna 
caught  by  U.S.  vessels.  For  rea- 
sons biologists  are  just  begin- 
ning to  understand,  yellowfin 
tuna,  primary  source  of  the 
most  plentiful  tuna  variety,  tag 
along  behind  porpoises  in  the 
open  sea,  and  the  leaping  ani- 
mals lead  U.S.  fishermen  to 
60%  to  70%  of  all  the  yellowfin 
they  catch.  That's  about  40% 
of  the  total  U.S.  tuna  catch. 

Last  year  alone,  the  govern- 
ment estimates,  more  than 
100,000  porpoises  were  killed 
by  U.S.  tuna  fishermen.  That 
kind  of  inadvertent  massacre 
major  reason  for  pas- 
1972  of  the  Marine 
Mammal  Protection  Act,  now 
the  subject  of  bitter  dispute  in 
the  courts  and  Congress. 

Under  pressure  from  federal 
courts  and  environmentalists, 
the  National  Marine  Fisheries 
Services,  which  administers  the 
law,  has  been  making  it  in- 
creasingly tough^for  the  fish- 
ermen. In  addition  to  requir- 
ing improved  nets  and  more 
painstaking  fishing  techniques 
to  allow  the  porpoises  to  es- 
cape while  the  tuna  are  encir- 
cled, the  government  agency 
last  year  began  imposing  quo- 
tas on  the  number  of  porpoises 

that  could  be  killed.  But  that's   

not  the  half  of  it.  Because  the 
whole  question  is  in  litigation,  the  fish- 
ermen have  in  effect  been  banned  not 
only  from  destroying  any  porpoises  for 
most  of  this  year  but  from  even  put- 
ting their  nets  around  them.  A  tuna 
fisherman  could  be  heavily  fined,  or 
might  even  go  to  jail,  for  the  killing  of 
a  single  porpoise  without  government 
approval.  Under  these  conditions, 
U.S.  fishermen  have  been  avoiding 


porpoises  and  resorting  to  less  effec- 
tive means  of  locating  the  yellow- 
fin. Predictably,  their  catches  have 
been  disappointing. 

The  fishermen  were  already  chafing 
under  these  restraints  in  late  February 
when  the  Fisheries  Service  proposed 
new  regulations  to  take  effect  in  April 


Day  Of  The  Dolphin:  U.S.  laws  don't  apply  to 
foreign  tuna  fishermen.  The  result  could  be  th 
killing  of  even  more  of  these  friendly  creatures. 


—including  a  complete  prohibition  on 
killing  one  type  of  porpoise  commonly 
found  with  yellowfins.  The  tuna 
boat  skippers  angrily  put  into  port 
early  this  month  and  threatened  to 
stay  there  until  the  rules  were  re- 
laxed. Tuna  fishermen  complain  that 
it  is  often  impossible  to  distinguish 
between  different  types  of  porpoises, 
particularly  when  more  than  one  ac- 


companies the  tuna  schools,  as  is  often 
the  case. 

Since  about  half  the  meat  packed 
by  the  U.S.  tuna  industry  last  year 
was  caught  by  U.S.  vessels,  the  can- 
ners  are  understandably  nervous.  If 
they  are  forced  to  scud  around  the 
world  buying  foreign  tuna,  says  a 
Star-Kist  official  in  Los  An- 
geles, prices  could  skyrocket. 
Even  if  the  U.S.  fishermen  pre- 
vail on  the  courts  or  Congress 
to  relax  the  rules,  they  may  de- 
mand more  for  their  catches 
to  compensate  for  reduced 
efficiency. 

Ultimately  at  stake  is  not 
only  the  price  of  a  tuna  sand- 
wich or  the  cat  food  made 
from  leftovers,  but  thousands 
of  jobs  and  the  welfare  of  a 
major  business.  Last  year,  the 
wholesale  value  of  U.S. -canned 
tuna  was  about  $800  million. 
Star-Kist's  corporate  parent, 
H.J.  Heinz  Co.,  and  Ralston 
Purina  Co.,  with  its  Chicken 
of  the  Sea  brand,  divided 
about  half  that  volume  equally. 
Any  major  dislocation  could 
have  a  traumatic  effect;  ana- 
lyst J.  William  Leach  III  of 
Loeb,  Rhodes  &  Co.  estimates 
that  more  than  40%  of  the  $83- 
million  earnings  he  predicts  for 
Heinz  this  fiscal  year  will  come 
from  Star-Kist.  Ralston  Purina, 
a  bigger  company,  gets  about 
15%  of  its  profits  from  the  tuna 
business,  analysts  believe. 

The  crowning  irony  of  the 
tuna  drama  is  the  same  one 
the  U.S.  faces  in  many  other 
cases  in  which  its  environmen- 

  tal  concerns  are  not  shared  by 

other  countries:  Foreign  fish- 
ermen are  not  subject  to  the  U.S.  law; 
they're  operating  as  always.  The  Amer- 
ican government  says  it  will  try  to  ban 
imported  tuna  that  is  not  caught  ac- 
cording to  U.S.  rules,  but  that  would 
appear  unenforceable.  If  the  propor- 
tion of  imported  tuna  in  the  U.S.  mar- 
ket increases  drastically,  the  chances 
are  that  more  porpoises,  not  fewer, 
will  be  killed.  ■ 
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The  One  That  Got  Away 


Ritblat  of  British  Land  still  regrets  having  lost 
the  Uris  Buildings  deal.  "What  is  so  sad,"  he  says, 
"is  that  we  were  'gazumped'  for  the  wrong  reasons. 


By  GEOFFREY  SMITH 

In  late  June  1973  the  National  Kin- 
ney affiliate  of  Warner  Communica- 
tions snatched  New  York's  Uris  Build- 
ings Corp.  from  under  the  nose  of 
British  Land.  In  view  of  what  has 
happened  since,  many  conclude,  Brit- 
ish Land  must  feel  like  a  man  who 
hears  a  "click"  in  a  game  of  Russian 
roulette.  There  were  over  36  million 
square  feet  of  empty  space  in  Man- 
hattan that  summer,  and  by  fall,  with 
real  estate  markets  of  the  industrial- 
ized world  collapsing,  Uris  Buildings 
with  ten  wholly  or  partly  owned  New- 
York  buildings,  took  losses  of  S17.4 
million.  National  Kinney  finally  un- 
loaded it  at  a  S25-million  loss. 

Today  British  Land  is  still  strug- 
gling to  break  even  after  3%  years  of 
losses,  with  $333  million  in  debt 
(over  two-thirds  of  it  short  term  or 
at  variable  interest  rates)  against  just 
S167  million  in  equity  — S81  million  of 
which  is  overstated  by  today's  de- 
pressed property  values. 

So  British  Land's  chairman  and 
chief  executive,  John  Ritblat,  must  be 
forever  grateful  to  Warner's  president, 
Stephen  J.  Ross,  for  taking  Uris  away 
from  him,  right?  Wrong.  John  Rit- 
blat regards  the  loss  of  Uris  Buildings 
as  one  of  his  great  disappointments. 

"It  was  the  greatest  concept  that 
could  ever  have  been  designed,"  he 
says.  "What  people  fail  to  understand 
is  that  Uris  was  purely  a  financial 
deal,  and  one  that  was  open  only  to 
the  British  because  of  our  peculiar  tax 
and  financing  situation  and  the  way 
in  which  we  hold  our  properties." 

Peculiar?  Well,  British  "property 
companies"  routinely  mark  up  real  es- 
tate holdings  to  market  value,  for  ex- 
ample, because— unlike  American  de- 
velopers—they are  not  taxed  on  un- 
realized capital  gains.  Further,  U.S. 
buildings  are  generally  financed  with 
"nonrecourse"  construction  mortgages 
in  which  the  lenders  have  a  claim  on 
the  building  rather  than  on  the  de- 
veloper. But  British  property  compa- 
nies borrow  on  corporate  credit  like  a 
manufacturing  company.  Result:  Brit- 
ish companies  can  far  more  easily  pool 


property  holdings  for  t.i\  purposes, 
w  ashing  profit  against  loss  to  minimize 
taxable  income.  Their  U.S.  counter- 
parts often  set  up  separate  corpora- 
tions for  each  project  to  separate  the 
Unions  from  the  plums. 

That's  why  a  company  like  British 
Land  owns  virtually  1002  of  its  $425- 
million  property  portfolio  in  fee.  By 
contrast,  a  U.S.  developer's  equity  in, 
say.  a  $100-million  skyscraper  could 
be  as  low  as  5%  to  10%. 

In  any  event,  a  U.S.  developer  who 
w  rote  Uris  up  to  book  value  and  then 
pooled  his  project  corporations'  profits 
and  losses  would  have  had  to  worry 
about  the  recapture  of  depreciation 
and  a  huge  resultant  tax  liability.  For 
U.S.  tax  purposes,  accelerated  depre- 
ciation and  interest  charges  to  earn- 
ings are  used  to  shelter  a  building's 
cash  flow.  Remove  the  shelter  and  the 
Internal  Revenue  Service  seeks  "re- 
capture" or  repayment  of  previous  tax 
relief.  But  British  Land  could  have 
pooled  without  worrying  about  such 
things— and  also  saved  the  double 
taxation  of  both  parent  and  project 
corporations. 

But  that  wasn't  all  of  it.  British 
Land  was  able  to  arrange  incredibly- 
cheap  financing.  Ritblat  grows  posi- 
tively misty-eyed  just  thinking  about 


it;  "It  was  a  time  that  may  never  oe 
cur  again,  when  the  pound  rode  higl 
against  the  dollar  at  $2.58  or  some 
thing.  Sterling  looked  vulnerable  anc 
British  banks  were  interested  in  in 
vesting  directly  in  British  property 
companies.  Had  the  Uris  deal  gon< 
through,  we  would  have  had  the  Na 
tional  Westminster  Bank,  one  of  th( 
biggest  banks  in  the  world,  as  a  25^ 
equity  partner  in  British  Land!  It  wa: 
a  time  when  you  could  borrow  long 
for  20  years  at  around  6%  fixed  inter 
est— imagine  that,  6?  fixed\— furthc 
mitigated  by  the  25%  equity  injection 
so  that  effectively  you  were  looking 
at  something  like  a  4.5%  cost  of  mon 
ey."  In  other  words,  Uris  was  paying 
6%  for  75%  of  the  money  raised  to  bu\ 
Uris  and  a  nominal  1%  dividend  pay 
out  on  the  remaining  25%  in  casr 
raised  through  stock  sale  to  the  bank. 

British  Land  would  have  had  Uris 
nearly  $700  million  in  assets  to  bol 
ster  its  debt/ equity  ratio.  "Sterling 
has  fallen  by  roughly  one-third  sina 
1973  against  the  dollar,"  Ritblat  ex 
plains.  "When  you  put  that  $700-mil 
lion  portfolio  up  against  our  sterling 
balance  sheet,  you  would  have  in  ef 
feet  made  the  equivalent  of  $300  mil 
lion."  And  England's  second-largesi 
bank  would  have  been  an  equity  part 
ner  just  three  months  before  the  going 
got  rough— very  rough— in  Britain.  It 
October  1973  the  oil  embargo  hit 
The  subsequent  quadrupling  of  oi 
prices  sent  Britain's  balance  of  pay- 
ments £5  billion  into  the  red  on  oi 
alone.  Interest  rates  soared  to  16% 
The  British  government  froze  all  rent: 
until  further  notice  and  suspended  ap 


Some  people  like /Etna's  protection 
and  some  people  like  /Etna's  profits 


ith  30  million  policies,  cer- 
ites  and  bonds  currently  in 
,  it's  obvious  a  lot  of  indi- 
als  and  businesses  have 
3d  to  /£tna  Life  &  Casualty 
their  protection  needs, 
r've  helped  make  us  the 
;st  investor-owned  insur- 
organization  around. 

/estors  can  see  we're  coming 
nr  strongest  year  ever.  And 
iave  reasons  to  believe  our 
ings  will  continue  to  im- 
b  in  1977.  We  see  positive 
i  of  recovery  for  the  economy 
are  good  for  the  insurance 
less.  Especially  for  a  multi- 
organization  like  vt^tna. 

arked  by  a  year-long  turn- 
nd  in  our  casualty-property 
ness,  good  results  in  the 
p-health  area  and  strong 
s  in  investment  income, 
i's  earnings  rose  to  a  new 


peak  of  $210  million,  $3.91  per 
common  share  in  1976.  With  the 
return  of  profits  to  acceptable 
levels,  we've  recently  raised  our 
quarterly  dividend  to  $.30  per 
common  share. 

That's  our  seventh  increase  in 
ten  years. 

We're  confident  about  the 
months  ahead.  Here  are  some 
reasons  why. 


•  Favorable  Casualty  results 
projected  to  continue.  Underwrit- 
ing record  now  one  of  best  in  the 
industry. 

•  Private  insurance  industry  ex- 
pected to  retain  a  vital  role  in 
any  forthcoming  National 
Healthcare  program. 

•  Effective  new  cost  controls  in 
Group  Medical  and  Dental  plans 
attracting  added  employer  busi- 
ness. 

•  Goal  of  $100  billion  of  life  in- 
surance in  force  expected  to  be 
reached  during  1977,  first  inves- 
tor-owned company  to  do  so. 

•  Investment  income,  a  consis- 
tent source  of  profits,  up  100^  in 
five  years. 

•  Excellent  new  money  rate  at- 
tracting pension  dollars,  helping 
produce  a  threefold  increase  in 
group  pension  sales  in  1976. 

For  more  detailed  information, 
ask  us  for  our  1976  Annual  Re- 
port. Write  to  Investor  Relations, 
Dept.  FB,  JEtna  Life  &  Casualty, 
151  Farmington  Avenue,  Hart- 
ford, CT  06156. 


FINANCIAL  HIGHLIGHTS 

1976 

1975 

Revenue 

$  7,179,407,000 

$  6,072,336,000 

Operating  earnings 

$  210,011,000 

$  101,662,000 

Tbtal  assets 

$18,191,490,000 

$15,464,408,000 

Operating  earnings 

per  share 

$3.91 

$1.90 

Net  income  per  share 

$3.97 

$2.01 

Shareholder  equity 

per  share 

$32.47 

$28.10 
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he  working  tree.  Our  goal  is  to  use  it  all. 


ay  the  challenge  to  the  forest  industry 
i  stretch  our  resource  to  fit  all  of 
irica's  needs. 

So  at  Potlatch,  when  we  convert  one 
ur  working  trees,  we  try  to  use  every  last 
:  of  it. 

Small  logs  and  tops  of  trees  formerly 
in  the  woods  are  being  processed.  We're 
i  using  wood  strands  to  create  a  new 


kind  of  plywood.  We  use  sawdust  to  make 
pulp.  Bark  and  wood  waste  are  burned  for 
our  own  energy  needs. 

We're  constantly  trying  to  find  more 
efficient  methods  of  using  our  timber.  The 
end  result:  a  resource  base  that  is  as  fully 
utilized  as  possible. 

Obviously,  if  we  succeed,  we'll 
generate  a  larger  earnings  base  with  higher 


cash  flows  for  the  benefit  of  shareholders. 

And  we're  getting  there.  Last  year  we 
grew  our  working  trees  into  more  than 
$  600,000,000  worth  of  goods.  This  was 
our  best  sales  year  yet  and  a  record 
year  for  our  earnings. 

For  more  financial  facts,  write  us. 
Potlatch  Corporation,  P.O.  Box  3591, 
San  Francisco,  California  94119. 


Everything  nature  provides 
is  basically  electrical. 

But  it  takes  man  and  a  powerhouse 
to  make  electricity  work. 

Nature  provides  the  rolling  tide,  a  wild 
waterfall,  a  lump  of  coal,  a  find  of  oil  or  gas, 
a  ray  of  sunshine, 

but  between  them  and  the  electrical 
outlet  in  your  kitchen  or  factory  or  hospital 
are"  people  like  us. 

We  make  products  that  make  electricity. 
And  make  it  work  for  man. 


Westiifpo 


ITEL'S 
ADVANCED  SYSTEM. 
THE  SENSIBLE  ALTERNATIVE. 


As  a  matter  of  fact  it's  the 
only  sensible  alternative  to  the 
IBM-370.  Because  Itel's  Ad- 
vanced System  not  only  gives 
you  everything  its  IBM  counter- 
part does  (in  some  cases, 
even  more),  but  gives  it  to 
you  at  enormous  savings. 

Dramatic  advances  in  the 
semiconductor  -industry  have 
allowed  us  to  build  a  more 
reliable,  more  powerful  CPU 
using  about  half  the  com- 
ponents IBM  uses.  Which  means 
our  Advanced  System  runs 


approximately  9  degrees 
cooler,  doubling  the  reliability 
of  its  integrated  circuits. 

And  the  Advanced  System 
comes  complete  (including  a 
180  cps  printer,  not  shown). 
No  optional  "special  features" 
that  often  cost  you  almost  as 
much  as  the  system  itself. 

To  prevent  obsolescence 
(and  protect  your  investment), 
all  of  our  six  Advanced  System 
models  can  be  either  up- 
graded or  downgraded -as 
the  situation  demands. 

We  put  our  best  efforts  into 
providing  sensible  alternatives. 
Not  only  in  total  computer 
capability.  But  in  systems  and 


software.  In  computer  pe- 
ripherals. In  field  engineering 
In  financial  packaging, 

When  it  comes  to  experience 
and  reputation,  it's  either  us 
or  IBM.  But  when  it  comes  to 
price/performance,  there's 
only  our  Advanced  System, 

Itel.  The  only  sensible 
alternative. 


CX3RPQRATIQN 

Data  Products  Group 

One  Embarcadero  Center 
San  Francisco,  California  94111 
Telephone,  (415)  983-OOOQ 


A  New  Exodus 
From  Ireland? 


When  it  comes  to 
attracting  industry, 
Ireland  tries  hardest. 
But  will  it  be  enough? 

By  MARILYN  DAMMERMAN 

This  month  Asahi,  the  $1.7-billion 
Japanese  chemical  company,  will  open 
its  first  European  factory.  The  acrylic 
fiber  and  spinning  plant,  worth  $100 
million,  was  built  in  County  Mayo,  in 
the  west  of  Ireland.  Mayo  has  tradi- 
tionally been  the  poorest  part  of  Ire- 
land (perhaps  the  Common  Market's 
poorest  region),  which  ten  years  ago 
was  losing  half  its  young  people  to 
emigration.  To  Asahi,  Ireland  means 
a  cheap,  well-situated  production 
base  for  European  markets.  To  Coun- 
ty Mayo,  Asahi  means  1,100  jobs. 

Just  five  miles  away,  amid  the  oth- 
erwise empty  countryside  outside  a 
town  called  Ballina,  a  brick-and-dark- 
glass  building  of  pleasing  contem- 
porary design  has  been  completed.  It 
is  the  first  non-U. S.  factory  of  Hol- 
lister,  a  small  manufacturer  of  plastic 
medical  supplies.  Plant  manager  Don 
Kelly  and  his  executives  were  re- 
cruited locally.  The  plant  will  even- 
tually employ  567.  Its  impact  on  Bal- 
lina? Says  the  young  receptionist: 
"This  place  was  nothing  before." 

In  the  last  two  years,  despite  the 
recession,  Ireland  has  attracted  pro- 
jects by  Merck,  Burlington  Industries, 
Eli  Lilly,  GAF  Corp.,  Westinghouse, 
Gulf  &  Western  and  dozens  of  other 
U.S.  companies.  Since  1960  U.S. 
firms  have  invested  about  $560  mil- 
lion in  a  country  smaller  than  South 
Carolina.  Other  foreign  companies 
have  together  invested  nearly  that 
much.  The  gross  national  product  has 
increased  77%,  and  more  than  50,000 
jobs  have  been  created.  Industiy  has 
overtaken  agriculture  as  a  source  of 
income. 

None  of  this  happened  by  accident. 
Ireland's  Industrial  Development  Au- 
thority is  the  slickest,  most  energetic, 
best-funded  agency  in  Europe  for  at- 
tracting foreign  industry. 

But  the  IDA's  task  is  rather  like 
that  of  the  mythical  Sisyphus,  con- 


Emigrate  Or  Starve:  That  was  the  choice  for  millions  of  Irish  in  the  1850s. 


demned  by  the  gods  to  roll  a  boulder 
up  a  mountain,  only  to  watch  it  roll 
down  again.  While  the  IDA  was  pro- 
ducing jobs,  the  Irish  were  producing 
children.  Now  the  Republic  of  Ire- 
land, with  a  population  of  only  3  mil- 
lion, has  too  many  people— and  48% 
of  them  are  under  25.  By  1986  there 
may  be  3.8  million  Irish;  by  2000, 
4.3  million.  For  employment  pur- 
poses, it  would  make  little  differ- 
ence even  if  there  should  be  a  sudden 
(and  most  improbable)  decline  in  the 
birthrate,  because  the  people  who  will 
constitute  the  Irish  work  force  in  the 
year  2000  have  already  been  born. 
Unemployment,  now  officially  10%,  is 
probably  more  like  18%. 

A  few  years  ago  Irish  demographer 
Brendan  Walsh  prepared  a  study  of 
the  population  structure  versus  the 
job  market  that  in  effect  concluded, 
"Full  employment?  No  way."  In  the 
next  ten  years  Ireland  must  create  half 
again  as  many  nonfarm  jobs  as  now 
exist,  up  to  35,000  a  year.  That  in- 
cludes 5,000  a  year  to  replace  jobs 
lost  to  factory  cutbacks  and  closures 
and  mechanization  in  backward  do- 
mestic firms.  Last  year  the  IDA's  net 
job  gain  was  5,000. 

Economist  Des  Norton  of  University 
College,  Dublin  says  meeting  the  job 
target  would  require  total  capital  in- 
vestment of  $1.4  billion  a  year.  Last 
year's  actual  figure  was  just  over 
half  that. 

The  IDA  is  in  the  business  of  look- 
ing on  the  bright  side.  But  Brian  Cal- 


lanan  of  the  Shannon  Free  Airport 
Development  Co.,  a  sort  of  mini-IDA 
for  the  Shannon  area  in  the  west,  con- 
cedes that  reaching  the  job  and  in- 
vestment goals  "would  be  a  matter  of 
doing  again  in  five  years  what  it  has 
taken  15  years  to  achieve— which 
we're  not  going  to  do."  Some  econo- 
mists, he  adds,  are  beginning  to  raise 
the  unpleasant  subject  of  emigration. 

Politicians  given  to  complaining 
about  unemployment  and  inflation 
(now  18%)  say  much  less  about  over- 
population, perhaps  because  of  the 
bitter  history  it  recalls.  In  1846  the 
population  of  Ireland,  including  Ul- 
ster, was  8  million.  In  1851  the  potato 
blight  meant  starvation  for  a  million 
people  and  emigration  by  millions  of 
others.  A  decade  after  the  famine,  the 
total  population  was  between  4  mil- 
lion and  5  million,  about  where  it  is 
today.  But  emigration  continued.  Up 
to  1971,  average  net  emigration  was 
27,000  people  a  year  leaving  for  Brit- 
ain, Canada  and  the  U.S.  in  search  of 
jobs  that  did  not  exist  at  home. 

Now  Irishmen  announce  proudly 
that  the  emigrants  are  trickling  back— 
at  a  rate  of  6,000  net  a  year.  Like 
David  Burke,  who  returned  from  Afri- 
ca to  become  controller  for  the  Irish 
operation  of  Beckman  Instruments,  a 
California-based  scientific  company, 
emigres  are  tempted  back  by  the 
blossoming  of  job  opportunities  in 
their  hometowns.  Besides  that,  peo- 
ple are  leaving  the  land  as  farming 
becomes  more  efficient  and  Irish  worn- 
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Censorship:  Ireland's  censors  have  taken  the  country's  Family  Planning 
Association  to  court,  calling  its  four-year-old  information  booklet  "obscene." 
While  using  birth  control  is  legal,  selling  or  advertising  it  still  is  not. 


en,  most  of  whom  have  stayed  home, 
are  suddenly  getting  used  to  the  idea 
of  wage-earning. 

But  these  sources  of  labor-force  ex- 
pansion are  as  nothing  compared 
with  the  effect  of  the  Irish  simply 
having  babies.  The  use  of  contracep- 
tives is  no  longer  illegal  in  Roman 
Catholic  Ireland,  but  selling  them  is. 
Many  Irish  couples,  in  any  case,  still 
follow  the  Church's  pronouncements 
on  the  subject.  Then,  too,  relative 
prosperity  has  meant  earlier  marriages 
and  a  longer  child-bearing  period. 
The  Republic's  birthrate  is  22.3  per 
thousand  vs.  a  European  norm  of 
about  14.  Even  Spain's  is  only  18. 

There  are  so  far  no  easy  solutions 
for  absorbing  this  population  glut. 
Once  thought  devoid  of  natural  re- 
sources, Ireland  has  the  largest  lead 
and  zinc  field  in  Europe.  Natural  gas 
has  been  found  in  quantity  offshore, 
and  there  may  be  oil  also.  But  how 
many  jobs  will  these  sources  of  new 
wealth  create?  In  fact,  the  job-crea- 
tion burden  will  probably  continue  to 
rest  mainly  with  the  IDA— which  does 
have  a  great  deal  to  offer. 

First,  there  are  cash  grants  of  up 
to  50?  of  capital  costs  for  investments 
in  poor  areas  like  the  west,  35%  in 


the  rest  of  the  country.  Domestic  and 
foreign  companies  pay  no  tax  at  all 
on  export  profits  until  1990— and  most 
foreign  companies  export  at  least  90? 
of  their  output.  Bank  financing  is 
easy:  Banks  get  generous  tax  conces- 
sions for  entering  into  low-rent  equip- 
ment-leasing contracts  or  preference- 
share  purchases  that  provide  capital 
at  about  half  prevailing  interest  rates. 
All  this  on  top  of  low  wage  rates— 
$105  a  week  for  a  skilled  worker. 

These  benefits  make  Ireland  a  ha- 
ven for  smallish,  capital-intensive 
businesses  that  need  cash  flow,  one 
reason  so  many  "California  research" 
firms  have  shown  up  there.  Because 
they  pay  no  tax,  U.S.  companies  get  a 
much  higher  rate  of  return  on  invest- 
ment in  Ireland  than  elsewhere  in  Eu- 
rope—29%,  vs.  16?  in  Germany. 

Costs  And  Problems 

Who  pays  for  all  this  bait?  Irish 
taxpayers,  of  course.  Since  compa- 
nies contribute  only  5%  of  the  total 
tax  take,  and  since  social  welfare  ben- 
efits are  generous,  personal  taxation 
is  among  the  highest  in  Europe,  av- 
eraging in  the  45%  range. 

Aside  from  the  seemingly  insur- 
mountable  glut  of   Irishmen   a  few 


years  hence,  the  Irish  economy  has 
other  problems  now.  Ireland's  public 
borrowing  requirement  as  a  propor- 
tion of  gross  national  product  is  high- 
er than  Britain's,  and  debt  service  this 
year  will  absorb  most  of  the  country's 
income-tax  take.  The  profitability  of 
industry  as  a  whole  has  been  falling 
below  the  rate  required  for  reinvest- 
ment, according  to  a  study  by  McKin- 
sey  consultants,  because  of  more  cost- 
ly raw  materials,  energy,  capital  goods 
and  especially  labor. 

In  ten  years  to  1975,  Irish  unit 
wage  costs  grew  faster  than  those  of 
any  other  country  in  Europe,  wiping 
out  much  of  the  country's  labor  cost 
advantage.  This  year  the  trade  un- 
ions, understanding  that  something  is 
very  wrong,  agreed  to  wage  increases 
of  about  8%,  even  though  inflation  is 
still  far  above  that.  Now  the  unions 
want  to  see  a  response  from  busi- 
ness, mostly  generous  reinvestment 
plans  to  provide  new  jobs.  If  it  isn't 
forthcoming,  the  unions  warn,  they 
will  be  less  cooperative  in  the  future. 
Someday  soon  the  unions  will  have  to 
decide  whether  their  first  concern  is 
living  standards— how  much  pay  their 
members  take  home— or  jobs  for  the 
unemployed.  For  now,  at  least,  the 
country  cannot  afford  both. 

Ireland's  Minister  for  Industry  & 
Commerce  Justin  Keating,  an  ex- 
veterinarian  who  is  considered  one  of 
the  most  brilliant  men  in  the  country, 
is  opimistic  that  somehow  the  peo- 
ple problem  will  be  solved:  "We  have 
a  national  consensus  to  divert  re- 
sources for  industrial  development. 
There  will  be  a  pause  in  the  increase 
in  real  consumption.  The  Irish  are  will- 
ing to  forgo  the  'I  want  it  now.'  " 
Economists  say  that  in  fact  there  will 
not  be  a  "pause"  but  a  decline  in  liv- 
ing standards  in  a  country  that  is  still 
far  behind  the  rest  of  Europe:  six  peo- 
ple per  car,  six  people  per  TV  set, 
eight  people  per  telephone. 

Keating,  who  spent  a  year  in  Nor- 
way, looks  to  Scandinavia  as  an  ex- 
ample of  what  he  would  like  his 
country  to  become.  Yet  that  is  a  long 
way  off.  Deferring  consumer  needs  to 
accumulate  capital  for  industry  sounds 
more  like  Eastern  Europe,  where  gov- 
ernments make  that  choice  for  their 
citizens.  But  do  people  ever  freely 
choose   to  reduce  living  standards? 

"There  are  a  lot  of  things  the  Irish 
want,"  says  Kevin  O'Connor,  a  Dub- 
lin TV  producer.  "They  see  British 
television.  They  see  how  people  in 
the  rest  of  Europe  live  and  they  want 
those  things  too."  Boats,  second  cars, 
tiled  bathrooms.  Putting  off  those 
wants,  now  they  have  been  kindled, 
will  not  be  easy.  If  the  demographers 
are  right,  it  won't  even  be  enough— 
without  another  mass  exodus.  ■ 
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ADVERTISEMENT 

rwenty  Years  of  Stewardship 


CANCER  INSURANCE 
COMES  OF  AGE 


When  American  Family  Life  Assurance  Company,  a  wholly  owned 
subsidiary  of  American  Family  Corporation  (NYSE-AFL),  was  first 
licensed  in  1956,  it  started  on  the  bottom  of  the  list  of  1,500  or 
so  life  insurance  companies  then  in  the  United  States.  Few  could 
have  believed  that  in  little  more  than  twenty  years  our  annual 
premium  income  would  be  comparable  to  that  of  Gulf  Life  (Florida), 
Life  and  Casualty  of  Tennessee,  Life  of  Georgia,  Jefferson  Standard 
Life,  and  other  leading  national  and  regional  stock  life  insurance 
companies.  We  are  now  growing  at  a  faster  rate  than  any  other  life 
insurance  company  in  America-having  reached  151  million  dollars 
in  revenues  in  1976,  up  50%  over  1975.  Such  success  comes  only 
from  offering  a  superior  product  with  superior  service  that  fills  a 
real  need  at  a  price  within  the  reach  of  the  average  family. 

Our  Company  issues  and  has  in  force  more  insurance  policies  limited 
to  loss  from  cancer  than  all  other  insurance  companies  in  the  world 
combined. 

We  issued  our  first  cancer  policy  in  1957  --  and  today 
have  well  over  two  million  cancer  policies  in  force  covering  over 
seven  million  Americans  in  47  states,  the  District  of  Columbia,  and 
Puerto  Rico.  We  have  another  three  million  insureds  in  Japan  and 
Great  Britain. 

Eighty-five  percent  of  our  cancer  policies  are  sold  to  employee 
groups  and  members  of  associations.  We  are  approved  for  payroll 
deductions  by  more  than  50,000  separate  corporations  and  govern- 
ment agencies  (including  colleges  and  universities),  and  thousands 
of  city  and  county  governments  and  local  school  systems.  Our  policy- 
holders include  Medical  Doctors,  Lawyers,  Scientists,  Bankers,  Stock 
Brokers,  State  and  Federal  Judges,  Governors,  Engineers,  Congressmen, 
United  States  Senators,  Prime  Ministers,  the  butcher,  the  baker, 
the  candlestick  maker. 

Our  enrollment  groups  range  in  size  from  10  insureds  to  over 
10,000  insureds.  We  do  not  solicit  policyholders  through  adver- 
tising in  the  mass  media  or  through  mass  direct  mail  campaigns. 

Our  7,700  sales  associates  enroll  new  policyholders  on  the 
recommendation  of  existing  policyholders  and  especially  on  the 
recommendation  of  our  claimants  and  their  families.  Our  business 
grows  in  a  given  area  almost  in  direct  proportion  to  the  number 
of  claims  paid  in  that  area-and  as  a  result,  our  business  has 
doubled  every  two  years  since  1958. 

Our  sales  associates  sell  our  cancer  policy  on  its  merits  as 
:  is  evidenced  by  the  fact  that  we  have  one  of  the  highest  renewal 
rates  in  the  supplemental  insurance  industry.  You  may  scare  a 
person  into  buying,  but  you  don't  scare  him  into  renewing  next 
month  or  next  year.  But  let's  face  it,  the  American  people  are 
scared  of  cancer,  and  rightly  so.  A  special  Gallup  poll  released 
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We  decline  payment  on  less  than  1/2  of  1%  of  the  claims  sub- 
mitted where  the  diagnosis  of  cancer  is  positive  (and  then  only  for 
valid  reasons). 

Our  cancer  insurance  policies  are  issued  and  pay  their  full 
benefits  direct  to  the  insured  in  addition  to  sums  paid  to  the 
insured  by  all  other  health  insurors.  In  most  cases,  our  check 
fills  the  gap  between  the  sums  expended  by  the  insured  and  his 
family  and  the  sums  recovered  from  other  insurance. 

Few  general  health  insurance  plans  (even  with  major  medical 
benefits  added)  cover  the  full  family  loss  when  cancer  strikes. 

One  might  ask  why  cancer  insurance?  Why  not  take  the  same  money 
and  apply  it  to  more  insurance  covering  all  maladies?  The  answer 
to  that  is  simple.  The  care  and  treatment  of  cancer  is  generally 
the  most  expensive  of  all  maladies.  Our  cancer  insurance  premium 
if  applied  to  additional  general  health  insurance  would  buy  so  few 
additional  daily  hospital  dollars  as  to  be  economically  inconse- 
quential. Applied  to  cancer  insurance  such  premium  buys  an 
economically  meaningful  coverage. 

We  feel,  however,  that  above  all  else  our  cancer  policy 
provides  to  the  insured  Peace  of  Mind.  Peace  of  mind  that  enough 
money  will  be  available  to  fill  the  gaps  -  to  insure  that  he  will 
never  be  a  burden  upon  loved  ones  -  that  life  savings  or  plans 
for  college  educations  and  a  fair  start  in  life  for  the  coming 
generation  --  will  not  be  destroyed  by  a  long  and  expensive  battle 
with  cancer. 

We  are  a  stockholder  founded,  financed  and  profit  oriented 
business.  We  perform  a  real  and  needed  public  service  and  under 
the  American  System  can  expect  a  reasonable  return.  Our  return 
(after  taxes)  as  a  percentage  of  sales  was  12.5%  in  1976.  This 
compares  with  a  return  of  7%  for  Columbia  Broadcasting  System, 
14.6%  for  IBM,  10.9%  for  Dow  Chemcial,  17.3%  for  Schering-Plough 
(St.  Joseph  Aspirin),  16.5%  for  Syntex  Pharmaceuticals,  and  9.4% 
for  the  Coca  Cola  Company. 
(Source:  The  Value  Line  Investment  Survey) 

I  repeat,  specializing  in  cancer  insurance,  we  are  growing  at 
a  faster  rate  than  any  other  life  insurance  company  in  America- 
because  we  offer  a  superior  product  with  superior  service  that 
fills  a  real  need  at  a  price  within  the  reach  of  the  average 
American  family  --  and  equally  important,  through  superior  sales 
associates. 


Should  you  desire  further  information  on  our  Company  or  a  copy 
of  our  Annual  Report  for  1976  now  on  the  press,  please  write  me. 


President 


'arade  Magazine  recently  showed  that  58%  of  Americans  fear  Respectfully, 
lg  struck  by  cancer  more  than  any  other  disease  (blindness  21%, 
rt  disease  10%,  all  others  2%  or  less).  Fear  motivates  the 
chase  and  renewal  of  all  insurance  whether  the  risk  be  fire, 
id,  automobile  accident  or  cancer. 

n  I976  we  paid  61,549  cancer  claims  and  most  were  paid  within 
le  days  of  receipt  of  the  completed  proof  of  loss.  Our  claims 
i  run  from  less  than  S50  on  some  skin  cancers  to  $54,091.70  on 
exceptionally  long  illness.  There  is  no  average  cancer  and  no 
rage  cancer  claim,  but  in  1976,  we  paid  out  on  the  current 
cer  policy  being  offered  in  most  states  a  sum  equal  to  43.5% 
the  total  charges  for  hospital,  medical,  surgical  treatment  of 
claimants,  (our  maximum  family  monthly  payroll  deduction 
mium  rate  is  S4.80  per  month). 

•American  Family  Life  Assurance  Company  is  a  wholly  owned  subsidiary  of  American  Family  Corporation  (New  York  stock  Exchange  Symbol  "AFL")  and  is  hcensedand  regulated  by 
the  Insurance  Commissioner  or  Supt.  of  Insurance  of  the  States  of  Alabama.  Alaska,  Arizona.  Arkansas.  California,  Colorado.  Delaware.  District  of  Columbia,  Florida.  Georgia,  Hawaii. 
Idaho,  Illinois.  Indiana,  Iowa,  Kansas.  Kentucky,  Louisiana,  Maine,  Maryland,  Massachusetts.  Michigan,  Minnesota.  Mississippi,  Missouri,  Montana,  Nebraska,  Nevada,  New  Hampshire, 
New  Mexico  ,  North  Carolina,  North  Dakota,  Ohio,  Oklahoma.  Oregon,  Pennsylvania,  Puerto  Rico.  Rhode  Island,  South  Carolina.  South  Dakota,  Tennessee,  Texas.  Utah,  Vermont. 
Virginia    Virgin  Islands,  Washington,  West  Virginia.  Wisconsin.  Wyoming,  as  well  as  by  the  Ministry  of  Finance  of  Japan  and  the  Board  of  Trade  of  the  United  Kingdom  of  Great  Britain 


American  Family  Corporation 

Home  Office:  Columbus,  Georgia  31902 
(Telephone:  404/323-3431,  Ext.264) 


Statistical  Spotlight 


Compound  Your  Holdings 


Dividend  reinvestment  plans  are 
clearly  no  way  to  get  rich  quick,  but 
they  do  constitute  the  easiest,  cheap- 
est way  for  small  investors  to  accu- 
mulate common  stock.  The  compa- 
nies like  them  because  they  either 
yield  equity  capital  (assuming  new 
stock  is  issued)  or  increase  turnover 
in  the  stock. 

Under  the  plans,  a  company  pools 


the  dividends  of  those  shareholders 
who  want  to  participate  and  buys 
more  stock,  which  is  then  allocated 
to  individual  shareholder  accounts. 
Fees  or  brokerage  commissions  are 
usually  spread  pro-rata  among  the 
participating  stockholders,  who  get  a 
break  because  the  charges  are  at  a 
very  low  rate  per  share.  But  some 
plans,  like  those  of  W.R.  Grace  and 


U.S.  Tobacco,  offer  the  new  shares 
commission-free;  others  permit  the  in- 
vestor to  buy  up  to,  say,  $10,000 
worth  of  extra  stock  a  year  at  the 
same  low  fees;  and  some  even  let  pre- 
ferred holders  use  their  dividends  to 
buy  common. 

Of  the  hundreds  of  companies  of- 
fering automatic  dividend  reinvest- 
ment, the  150  below  are  all  New  York 
Stock  Exchange-listed  firms  that  yield, 
at  rec  ent  prices,  at  least  5%.  ■ 


Indicated 

Recent 

Indicated 

Ret  ent 

Indicated 

Recent 

Company 

Yield 

Price 

Company 

Yield 

Price 

Company 

Yield 

Price 

AMF 

5.6% 

22 

Delmarva  Power  &  Lt 

8.6% 

13% 

National  Gypsum 

6.4% 

16% 

Allegheny  Ludlum 

5.3 

243/s 

Del  Monte 

5.3 

28% 

National  Steel 

5.9 

42% 

Allegheny  Power 

7.8 

211/2 

Detroit  Edison 

9.2 

153A 

New  England  G  &  E 

8.5 

16 

Allied  Products 

5.3 

11 'A 

Duke  Power 

7.7 

203A 

Newmont  Mining 

5.8 

27  Vi 

American  Brands 

6.5 

45 

Duquesne  Light 

9.0 

19Vs 

Niagara  Mohawk  Pr 

8.5 

14% 

American  Can 

6.2 

39 

Eastern  Utilities 

9.0 

173A 

NICOR 

8.3 

28 

American  Cyanamid 

5.2 

28% 

Equimark 

7.2 

12% 

Norfolk  &  Western 

5.7 

31  Va 

American  Elec  Power 

8.3 

247/a 

Esmark 

5.6 

31% 

Northeast  Utilities 

9.2 

11 'A 

American  Standard 

5.5 

271A 

Federal  Co 

6.2 

26 

Northern  States  Power  7.0 

27% 

American  Stores 

5.7 

33  V2 

Federal  Nat'l  Mtge 

6.3 

153A 

Outboard  Marine 

5.5 

25% 

American  Tel  &  Tel 

6.6 

63% 

Federal  Paper  Board 

5.3 

17  Va 

Pacific  Gas  &  Elec 

8.5 

23 'A 

Anchor  Hocking 

IT  A 

5.4 

27% 

Ford  Motor 

r  c 
J.D 

58  % 

Pacific  Lighting 

9.1 

18% 

Asniana  un 

0./ 

55  72 

Foremost-McKesson 

6.2 

1  c  1  /. 
I  O  74 

Penn  Power  &  Light 

8.1 

Atlantic  City  Elec 

ZZ  78 

Freeport  Minerals 

5.7 

Z/  78 

Pennwalt 

5.6 

jZ  78 

Baltimore  Gas  &  Elec 

7  Q 

/  .y 

ZD  74 

GAF 

5.1 

1  1  78 

Peoples  Gas 

7.5 

/h 

Bank  ot  i\ew  York 

C  "7 

3474 

GATX 

6.0 

5U  /4 

Peter  Paul 

7.5 

Bankers  Trust 

8.1 

36% 

Gamble-Skogmo 

5.8 

24 

Philadelphia  Electric 

9.3 

17% 

Beneficial  Corp 

6.6 

24% 

General  Foods 

5.1 

32 

Portland  Gen  Elec 

8.6 

19% 

Bethlehem  Steel 

5.5 

36% 

General  Motors 

8.1 

71% 

Potomac  Elec  Power 

8.5 

15 'A 

Boston  Edison 

9.3 

26 'A 

General  Public  Utils 

9.1 

18% 

Public  Service  Colo 

8.2 

17% 

Brooklyn  Union  Gas 

8.7 

19% 

Gillette 

5.8 

25  3A 

Public  Service  Ind 

7.0 

27  V2 

Brown  Group 

6.3 

22 'A 

Goodyear  Tire 

5.2 

21 1A 

Public  Service  E  &  G 

8.2 

21% 

Burlington  Industries 

5.6 

25 

Grace  (W.R.) 

5.9 

28  3A 

Purex 

5.7 

18% 

CIT  Financial 

6.3 

38Vb 

Gulf  Life  Holding 

5.0 

12 

Rochester  G  &  E 

6.9 

18% 

Carolina  Power  &  tt 

7.8 

22  Va 

Gulf  Oil 

6.2 

29 

San  Diego  G  &  E 

8.4 

14'A 

Carpenter  Technology 

5.6 

35% 

Gulf  States  Utils 

8.2 

13% 

Santa  Fe  Industries 

5.4 

3  7  "A 

Castle  &  Cooke 

5.2 

151A 

Hammermill  Paper 

6.0 

21  72 

Scovill  Mfg 

5.4 

22% 

Celanese 

5.9 

4  7 'A 

Hershey  Foods 

5.5 

20 1A 

Sherwin-Williams 

6.2 

5d  12 

Central  &  South  West 

7.8 

16% 

Household  Finance 

6.0 

20 

Simmons 

6.0 

18% 

Central  Illinois  Light 

8.8 

181A 

IU  International 

7.2 

12% 

South  Carolina  E  &  G 

8.2 

19'A 

Central  Tel  &  Utils 

6.0 

25 

Idaho  Power 

7.7 

28 

Southern  Co. 

9.1 

16'A 

Champion  Spark  Plug 

5.3 

123A 

Illinois  Power 

8.5 

25% 

Southern  Pacific 

6.6 

33% 

Chase  Manhattan 

7.1 

31 

Inland  Steel 

5.4 

48Va 

Staley  (A.E.) 

5.1 

19% 

Chemical  New  York 

7.1 

403A 

Insilco 

6.1 

14% 

Standard  Oil  Calif 

5.4 

40  % 

Chessie  System 

6.2 

37% 

Int'l  Minerals  &  Chem  5.6 

43  Va 

Standard  Oil  Ind 

5.0 

52% 

Chicago  Pneumatic 

7.1 

28% 

Int'l  Tel  &  Tel 

5.3 

33% 

Stevens  (J. P.) 

7.0 

17 'A 

Cities  Service 

5.1 

59 

Jewel  Companies 

5.0 

261A 

Stop  &  Shop 

6.3 

15% 

Cleveland  Elec  Ilium 

8.0 

32% 

Kansas  Power  &  Light  8.3 

20% 

Sunbeam 

5.1 

21% 

Columbia  Gas 

7.6 

29% 

Kimberly-Clark 

5.1 

43% 

Tenneco 

5.4 

34% 

Columbus  &  So  Ohio 

8.3 

26% 

Kraft  Inc 

5.2 

44 'A 

Toledo  Edison 

8.4 

25% 

Commonwealth  Ed 

7.9 

301A 

Libbey-Owens-Ford 

5.6 

32% 

Transco  Cos 

5.5 

18'A 

ConAgra 

5.4 

14 

Liggett  Group 

7.4 

33% 

Transway  Int'l 

6.2 

22% 

Consolidated  Edison 

9.0 

22V* 

Long  Island  Lighting 

8.5 

18% 

Union  Elec 

8.6 

15% 

Consolidated  Foods 

5.7 

243A 

Middle  South  Utils 

8.4 

I6V2 

U.S.  Gypsum 

6.6 

24 'A 

Consol  Natural  Gas 

6.9 

361A 

Miles  Laboratories 

5.1 

24% 

U.S.  Industries 

6.0 

6% 

Consumers  Power 

9.4 

21% 

Minnesota  Power  &  Lt 

8.3 

21% 

U.S.  Tobacco 

5.2 

26% 

Continental  Corp 

5.5 

51 

Mobil  Corp 

5.6 

67% 

United  Telecom 

6.4 

185A 

Continental  Group 

5.5 

361/8 

Nabisco 

5.3 

47% 

Universal  Leaf 

5.7 

33'A 

Continental  Telephone  6.8 

16 

National  Distillers 

6.5 

24% 

Virginia  Elec  Power 

8.3 

14% 

Dayton  Power  &  Light  8.8 

18% 

National  Fuel  Gas 

8.2 

26% 

Wcolworth  (F.W.) 

5.4 

26 'A 

72 
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First,  an  update  on  our 
recent  past.  We've  just  finished  the 
second  best  year  in  our  history. 

We  have  a  solid  balance  sheet 
which  reflects  financial  strength. 

We  manufacture  packaging, 
graphic  arts  products,  fabrics  and 
specialty  chemical  products. 

And  last  year,  when  Bemis 
shareholders  received  dividends  of 
$1. 10  per  common  share,  it  marked 
the  fifth  straight  year  our  dividends 
increased.  Currently,  we  pay  at  the  rate 
of  $1.20  per  share. 

How  we're  building  for  the 
future.  Operating  groups  have  been 
reorganized  and  restructured.  Lines  of 
business  have  been  redefined. 

We  are  targeting  in  on  markets 


and  market  segments  offering  the  best 
profit  potential. 

To  improve  manufacturing 
efficiency,  weve  consolidated  certain 
operations.  And  pruned  others  not 
meeting  profit  objectives. 

What's  more,  there's  new, 
capable  and  aggressive  management 
throughout  our  operating  levels. 
And  at  the  corporate  level,  key  younger 
executives  have  been  promoted  as 
part  of  a  continuing  program  for 
orderly  transition. 

Like  to  know  more  about  us?  Send 
for  a  copy  of  the  latest  Bemis  annual 
report.  Write:  Calvin  W.  Aurand,  Jr., 
Vice  President  and  Treasurer,  Bemis 
Company,  Inc.,  800  Northstar  Center. 
Minneapolis,  MN  55402. 


The  company 

#  with  a 
bright  present 

is  building 

fora 
bright  future. 


Faces  Behind  the  Figures 


IBM's  High-Flying 
Legal  Eagle 

The  federal  government's  massive 
antitrust  suit  to  split  up  the  Interna- 
tional Business  Machines  Corp.,  al- 
ready eight  years  old,  threatens  to 
drag  into  the  1980s.  But  meantime 
IBM  is  winning  some  smaller  cases 
that  just  might  end  the  big  one. 

Most  recendy,  a  federal  district 
court  judge  ruled  in  IBM's  favor  in  a 
case  brought  by  California  Computer 
Products,  one  of  the  half-dozen  mak- 
ers of  computer  peripheral  products 
that  have  sued  IBM.  The  CalComp 
decision  comes  after  wins  for  IBM 
against  Telex  and  Greyhound  Com- 
puter Corp.,  with  no  losses.  But  the 
CalComp  case  is  crucial  because  the 
company  had  included  much  of  the 
government's  case  in  its  arguments. 

"Telex  half-killed  the  government's 
arguments  on  peripherals,  and  I 
think  CalComp  put  them  away  for 
good,"  says  Thomas  D.  Barr,  46,  the 
Cravath,  Swaine  &  Moore  partner 
who  captains  IBM's  outside  law  team. 
CalComp  Chairman  Lester  Kilpatrick, 
who  is  appealing,  fears  Barr  may  be 
right:  "If  the  decision  is  upheld,  it  will 
give  a  hunting  license  to  every  giant 
company  in  the  land." 

The  CalComp  decision  may  be  en- 
couraging IBM  to  try  and  settle  the 


case  out  of  court.  IBM  General  Coun- 
sel Nicholas  deB.  Katzenbach,  Mr. 
Inside  to  Ban's  Mr.  Outside,  report- 
edly discussed  that  recently  with  Jus- 
tice officials.  No  deal  so  far.  But 
chances  are  good  for  court  decisions 
on  the  issues- before  the  breakup  case 
is  decided.  That  trial  is  now  grinding 
into  its  23rd  month  in  New  York  after 
testimony  from  40  of  the  nearly  90 
scheduled  prosecution  witnesses;  then 
come  IBM's  400  or  so  witnesses. 

The  cost  to  IBM  has  already  been 
enormous— some  $150  million  alone  to 
fight  the  breakup  case.  IBM  may  have 
spent  another  $150  million  fighting 
and /or  settling  the  score  of  antitrust 
actions  filed  against  it  since  1968. 

That's  when  Barr,  a  Yale  Law  grad- 
uate with  at  least  a  passing  resem- 
blance to  a  barroom  bouncer,  took 
over  the  defense.  His  aggressiveness 
meshes  with  IBM  efficiency.  "Their 
defense  is  thorough  to  a  fault,"  says 
Floyd  Walker,  former  Telex  attorney. 
"They'll  use  three  shifts  working  out 
three  strategies  in  detail  before  a 
trial."  But  some  of  IBM's  most  telling 
points  have  been  made  in  Barr's  tough 
cross-examination.  Says  one  lawyer, 
"He  has  a  taste  for  the  jugular." 

Odds  are  that  any  settlement  won't 
be  worked  out  overnight.  A  final  de- 
cision would  normally  fall  to  the  At- 
torney General,  but  the  new  man, 


Barr:  The  big  court  test  is  still 
going  on,  but  meantime  IBM 
is  winning  some  small  ones. 


Griffin  Bell,  disqualified  himself  be- 
cause his  Atlanta  law  firm  once 
worked  for  IBM.  With  five  more  pri- 
vate cases  still  pending  for  IBM,  it 
looks  like  more  business  for  the  law- 
yers. After  sunset  one  evening  re- 
cently, Barr  adjourned  a  meeting 
around  his  long  work  table  and  sent  a 
half-dozen  assistants  out  on  errands. 
But  he  still  had  to  finish  reading  15 
briefing  books  begun  a  few  days  ear- 
lier. "I'll  be  ready  before  the  govern- 
ment brings  in  its  first  new  witness 
tomorrow,"  he  said.  ■ 


Backward,  March! 

Isaac  Asimov  is  an  unlikely  prophet 
of  doom.  An  associate  professor  of  bio- 
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ent  problems  were  caused  by  tech- 
nology," he  contends,  "but  the  only 
way  to  solve  them  is  by  more  tech- 
nology and  the  wiser  use  of  that  tech- 


Earthling:  Isaac  Asimov  fears  that 
unless  we  cut  back  on  Planet  Earth 
we'll  never  make  it  to  Outer  Space. 


nology.  We  have  no  other  choice." 

Who's  going  to  invest  in  this  tech- 
nology? "We  can't,"  says  the  scien- 
tist, "leave  it  to  private  industry  alone. 
I'm  afraid  the  government— without  re- 
gard to  the  profit  of  the  situation- 
has  to  direct  technology  toward  the 
goal  of  human  survival.  We're  en- 
gaged in  a  war.  It's  not  against  the 
Germans  or  the  Japanese.  It's  against 
the  destruction  of  civilization." 

How  about  the  near  term?  If  oil 
reserves  are  going  to  be  depleted 
within  30  to  50  years,  shouldn't  we 
allow  the  prices  to  rise?  The  futurist's 
jolly  face  turned  cloudy  as  he  an- 
swered: "If  we  let  the  oil  prices  go 
up  and  up,  and  the  supply  come  down 
and  down,  we  can  expect  to  see  any- 
one who  can  afford  to  drive  a  car 
pelted  with  a  shower  of  stones.  It's 
called  revolution." 

Asimov  hasn't  given  up  his  hopes  for 
life  on  Mars,  but  in  order  to  get  there, 
we  have  to  have  a  starker  here  and 
now.  "The  human  species  has  to  give 
up  in  order  to  gain,  and  it  will  never 
do  that  voluntarily."  ■ 
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chemistry  at  Boston  University's 
School  of  Medicine,  he  has  spent 
much  of  his  life  describing  the  future 
in  nearly  250  science  fiction  stories 
and  novels  (such  as  Z,  Robot)  that  he 
has  written  in  the  last  38  years.  But 
now,  says  Asimov,  we  must  go  back- 
ward in  order  to  go  forward. 

"For  the  rest  of  this  century,"  says 
Asimov,  "the  U.S.  is  going  to  witness 
a  decline  in  its  living  standard.  The 
reason  is  that  energy  is  going  to  get 
short,  and  with  less  energy  our  liv- 
ing standard  declines.  Either  we  sit 
and  watch  it  decline,  or  we  suck  in 
our  breath,  cinch  our  belts  and  fight 
to  stop  the  total  depletion  of  our  re- 
sources. Our  standard  of  living  will 
have  to  decline  a  little  faster  than  it 
would  ordinarily  in  order  to  go  up 
again.-' 

But  Asimov  is  no  proponent  of  any 
back-to-the-earth,  grow-youi -own  to- 
matoes movement.  "Many  of  our  pies- 


Capital  creativity 


Peoples  Gas  makes  capital  work  harder, 
uses  innovative  financing  techniques 
to  develop  new  gas  supplies. 


One  of  the  ways 
Peoples  Gas  works 
to  supply  gas  energy 
for  14  million  people 
in  Mid-America. 

By  the  time  the  current  nationwide 
hortage  of  natural  gas  made  its  first 
leadlines,  Peoples  Gas  had  already 
tarred  developing  programs  to 
ounteract  it. 

It  was  a  difficult  challenge,  com- 
ounded  by  another  problem  that  hit 
bout  the  same  time:  severe  strains  in 
le  capital  market. 

Here  then  are  several  ways  Peoples 
jas  has  tried  to  make  every  dollar  in 
ts  capital  investment  program  work 
larder  to  produce  much-needed 
latural  gas: 

Advance  payments  used  to  spur 
off shore  search  by  producers. 

Convinced  that  offshore  acreage 
iffered  much  potential  for  the  future, 
'eoples  Gas  was  one  of  the  first  inter- 
tate  systems  to  stimulate  exploration 
n  the  Gulf  of  Mexico  through  making 
dvance  payments— essentially 
nterest-free  loans  —  to  producers 
tolding  interests  in  the  Gulf. 

From  1970  to  1975,  the  years  in 
vhich  such  advances  were  permitted 
inder  FPC  regulations,  our  system 
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companies  advanced  more  than  $360 
million  to  these  producers,  for  which 
our  system  received  first  call  on  the 
gas  which  was  developed.  So  far, 
proven  and  potential  reserves  result- 
ing from  these  programs  are  estimated 
to  range  between  two  and  three  trillion 
cubic  feet  of  gas. 

Pooling  customer  funds  pays  off. 

Gas  is  similarly  flowing  from  other 
efforts  in  the  Gulf,  where  Peoples  Gas 
has  combined  its  own  capital  resources 
with  those  of  groups  of  our  customer 
utilities  in  precedent-setting  programs 
to  underwrite  the  cost  of  exploration 
and  development. 

In  a  program  with  Shell  —  the  first 
in  this  series  —  gas  flowed  at  a  rate  of 
up  to  200  million  cubic  feet  a  day  to 
help  take  care  of  our  customer  utili- 
ties' needs  during  the  1975-76  heating 
season.  Similar  programs  with  Burmah 


(now  Aminoil  Development,  Inc.) 
and  Chevron  are  expected  to  provide 
additional  quantities  of  gas  in  the  next 
several  years. 

Tax-exempt  bonds  help  construct 
new  SNG  plant 

One  of  our  subsidiaries  has  just 
finished  constructing  a  $100  million 
complex  near  Joliet,  Illinois  to  pro- 
duce synthetic  natural  gas.  The  plant 
was  financed  through  a  series  of  tax- 
exempt  bonds  issued  by  the  City  of 
Joliet. 

Under  this  financing  arrangement 
—  the  first  of  its  kind  in  Illinois  —  our 
customers  benefit  from  the  lower 
interest  costs  associated  with  munici- 
pal financing,  while  the  Joliet  area 
will  have  the  advantage  of  a  large,  new 
industrial  project  that  provides  employ- 
ment and  adds  to  the  local  tax  base. 

Finding  ways  to  keep  capital  work- 
ing hard  will  help  Peoples  Gas  provide 
gas  for  14  million  people  in  the  upper 
Midwest.  But  if  s  only  one  part  of  our 
multi-faceted  program  to  cope  with 
the  nation's  growing  shortage  of 
natural  gas. 

For  more  information  concerning 
Peoples  Gas  —  and  to  get  a  better  look 
at  the  dominant  gas  system  in  Mid- 
America  —  send  for  our  Annual  Report. 
Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690. 


Peoples  Gas  Company 

The  gas  system  working  for  Mid-America. 

Tie  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America,  The  Peoples  Gas  Light  and  Coke  Company,  North  Shore  Gas  Company,  Harper  Oil  Company. 


Faces  Behind  the  Figures 


Let  'Em  Eat  Bread 

You'd  think  the  country's  largest  pro- 
ducer and  marketer  of  broiler  chick- 
ens, Memphis'  Federal  Co.,  would 
want  to  talk  about  chicken.  Federal, 
by  selling  90*  of  its  output  under  the 
Holly  Farms  brand  name,  is  able  to 
eke  out  a  moderate  premium  per 
pound  over  bulk  producers  and  thus 
neutralize  some  of  the  business'  cycli- 
cally. Lately  the  cycle  even  helped: 
For  the  year  ended  last  May  29,  poul- 
try contributed  79%  to  record  earnings 
of  .$20.5  million,  on  only  59%  of  Fed- 
eral's $539-million  sales.  That  added 
up  to  a  25%  return  on  equity  for  the 
whole  company. 

But  Federal  also  happens  to  be  the 
country's  eighth-largest  flour  miller, 
with  daily  capacity  of  42,000  hun- 
dredweights (nearly  half  of  industry 
leader  Pillsbury's  95,000  hundred- 
weights). Currently,  Federal  Co.'s 
President  Lewis  K.  McKee,  56,  would 
prefer  to  stress  the  flour  side  of  the 
business.  For  the  six  months  ended 
Nov.  30,  poultry  operations  contribut- 
ed a  $9,000  loss,  while  the  flour  earn- 
ings doubled  to  $1.2  million.  And  this 


at  a  time  when  millers  like  Pillsbury 
and  International  Multifoods  have 
been  playing  down  the  flour  business 
in  favor  of  areas  more  glamorous— like 
poultry.  In  just  over  a  decade,  Fed- 
eral Co.'s  flour  sales  have  dropped 
from  over  40%  of  the  total  to  under 
one-third  currently. 

But  recently,  things  have  been  dif- 
ferent, says  a  surprised  McKee:  "For 
the  first  time  in  this  century,  per- 
capita  consumption  of  flour  is  show- 
ing an  increase"— from  106  pounds  per 
person  in  1974  to  111  pounds  last 
year.  Explains  McKee:  "There  seems 
to  be  a  marked  increase  in  the  use  of 
hamburger  buns,  baked  products,  piz- 
za. Despite  the  recent  recession,  eat- 
ing out  has  picked  up,  but  at  the  same 
time,  people  are  more  willing  to  pay 
for  sandwich  items  than  a  steak  and 
baked  potato." 

That's  why  Federal  Co.  is  building 
a  $6-million,  4,000-hundredweight 
mill  in  Barnesville,  Ga.  By  selling 
some  branded  flours  and  maintaining 
good  relations  with  its  bakery  cus- 
tomers (helping  them  with  recipes 
and  the  like),  McKee  is  convinced 
that  Federal  can  hold  on  to  a  little 


Flour  Power:  Federal  Co.  benefits, 
says  President  McKee,  as  consumers 
turn  from  steaks  to  buns  and  pizza. 


extra  share  of  the  market  even  if  the 
flour  boomlet  ends. 

Besides,  by  the  time  people  start 
turning  back  to  steaks,  they  may  be 
willing  to  pay  a  little  more  for  their 
chickens,  too.  ■ 


Bittersweet  Deal 

It  was  the  kind  of  business  deal  most 
Americans  only  dream  about:  Pott  In- 
dustries, a  smallish  St.  Louis-based 
shipbuilder  founded  in  1933  on 
$15,000,  was  to  be  sold  to  Houston 
Natural  Gas  Corp.  for  over  $160  mil- 
lion in  stock. 

But  as  he  signed  the  deal,  Pott 
President  Richard  P.  Conerly  didn't 
know  whether  to  laugh  or  cry. 

With  Pott  now  worth  $39  a  share, 
vs.  only  $24  in  January,  Conerly  had 
negotiated  a  handsome  $49-million 
windfall  profit  for  founder-chairman 
Herman  Pott,  now  81  years  old  and 
semi-retired,  but  ironically  not  much 
for  himself.  Under  the  terms  negotiat- 
ed, Conerly,  a  minor  Pott  stockholder, 
will  become  a  Houston  Natural  divi- 
sion manager,  putting  himself  back 
about  where  he  was  eight  years  ago. 

Conerly,  52,  a  lawyer  by  training 
but  a  professional  manager  by  avoca- 
tion, came  to  Pott  in  1969  from  the 
number  two  job  at  Peabody  Coal  "so 
I  could  run  my  own  show."  Pott  was 
then  a  lackluster  $60-million  operation 
about  to  skip  its  dividend.  Last  year, 
with  revenues  of  $161.6  million,  Pott 
earned  $20  million,  or  $5.54  a  share, 
raising  its  dividend  for  the  seventh 
time  since  1976.  This  year  the  firm 


Slippage:  CEO  Richard  P.  Conerly 
helped  Pott  Industries  sell  out, 
making  him  once  again  an  underling. 


has  plausible  hopes  of  earning  $5.75. 

When  Conerly  came  on  board, 
Pott  owned  three  midwestem  ship- 
building yards  and  a  barge  fleet,  plus 
a  handful  of  miscellany.  A  soft-spo- 


ken, hard-driving  Southerner  who  ex- 
pects staffers  to  work  Saturdays,  Con- 
erly has  unloaded  the  miscellany- 
while  expanding  the  yards  and  build- 
ing the  barge  fleet  into  a  huge  inland 
waterway  operation  spread  over  21 
states  and  10,000  miles.  But  his  great- 
est contribution  was  to  put  Pott  into 
the  offshore  oil  business.  Pott  now 
has  70  ocean-going  tugs  and  other  ves- 
sels that  service  oil  rigs  in  the  Gulf 
of  Mexico,  the  North  Sea  and  the 
Mideast.  Last  year  they  supplied  one- 
fourth  of  Pott's  revenues  and  almost 
half  its  profits. 

For  highly  leveraged  Pott  ( 80  cents 
of  debt  per  $1  of  equity),  ending  its 
independence  makes  sense  since  it  will 
mean  easier  access  to  expansion  cap- 
ital and  a  better  market  for  its  stock. 
But  what's  ahead  for  Conerly,  the  pro- 
fessional manager?  Says  he  bravely: 
"This  may  make  me  sound  like  a  Boy 
Scout,  but  I  believe  that  what  is  best 
for  the  stockholders  is  best  for  me." 

The  silver  lining  for  Conerly  could 
be  Houston  Natural's  recent  plunge 
into  coal.  "It's  too  early  to  talk  about 
my  helping  Houston  Natural  with 
coal,"  he  says  modestly.  But  it's  plain 
that  a  bigger  role  there  would  help 
take  any  bitterness  out  of  an  other- 
wise sweet  deal  as  he  begins  his  climb 
back  up  the  corporate  ladder.  ■ 
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tar  Account  Representatives  know  that 
a  lot  of  business  problems  are  really 
communications  problems  in  disguise. 


"As  Bell  Account 
presentati  ves,  it's 
'job  to  analyze 
it  problems.To  find 
cause.  And  then 
t  the  resources  of 
world's  largest 
nmunications 
npany  to  work 
ring  them." 

How  well  your 
siness  does,  to  a 
;at  extent,  can 
)end  on  how  well 
lr  communica- 
ns  system  does  its  job. 

Poor  communications  can  cause  an  efficient 
>duction  line  to  become  inefficient. 

Inventories  to  lag  behind  demand.  Resources 
i  talent  to  be  misused. 

And  a  lot  more  things  too  costly  to  mention. 

In  addition,  poor  communications  can't 
/ays  be  identified  as  poor  communications.  So 
:  tendency  is  to  treat  the  symptom  instead 
the  cause.  A  cure  that  won't  last  for  long. 

Away  to  solve  communications  problems. 

You  can  turn  to  the  Bell  System  for  help.  We 
/e  set  up  teams  of  communications  experts 
ined  to  serve  businesses.  Each  specializes  in  a 
ferent  industry. 

The  heart  of  a  team  is  an  Account  Representa 
s  who  thoroughly  understands  today's  complex 
nmunications  and,  more  importantly,  under- 
nds  your  business  thoroughly. 

Knowing  your  problems  helps  us  solve 
ir  problems. 

Your  account  executive  will  analyze  your 


problem  and  then 
design  an  overall 
communications  sys- 
tem to  help  solve  it. 

Not  just  any  system, 
but  one  that's  tailored 
to  your  particular  needs. 

Whether  the  solu- 
tion is  improved  voice 
communications,  data 
communications,  or  a 
complex  mix  of  both,  you'll 
find  the  Bell  System  will 
stand  behind  it  end  to  end. 
We  also  solve  the  problem  of  "Who's  responsible?" 
We  take  total  responsibility  for  the  design, 
supply,  installation,  maintenance  and  repair  of 
your  system. 

When  you  work  with  the  Bell  System,  Bell  is 
the  only  communications  company  you  have  to 
work  with. 

For  more  information,  just  call  your  local 
Bell  Company  and  ask  for  a  "problem-solving" 
Account  Representative. 


The  system 
is  the  solution. 


Bell  System 


Faces  Behind  the  Figures 


No  Growth  Can  Be  Fun 

In  1972  John  E.  Schork  was  chair- 
man and  president  of  one  of  the  hot- 
test of  institutional  favorites— Re- 
search-Cottreli,  maker  of  electrostatic 
precipitators  and  other  pollution-con- 
trol equipment.  It  seemed  the  perfect 
"concept"  stock:  Sales  and  earnings 
soaring  and  the  shares  selling  at  a  lush 
price/ earnings  ratio  of  60. 

Today  Schork  is  chairman  and 
president  of  a  company  whose  sales 
will  be  essentially  flat  this  year,  at 
about  $230  million,  and  whose  stock 
is  priced  at  12  times  earnings.  Its 
name?  Research-Cottrell.  Is  Schork 
unhappy?  Not  a  bit.  If  anything,  he's 
pleased. 

What  pleases  him  is  a  turnaround 
in  earnings.  It  seems  a  funny  thing 
happened  on  the  way  to  sustaining 
the  growth  those  institutions  dearly 
loved  (at  one  point,  they  owned  40% 
of  the  shares).  The  company  took  on 
more  business  than  it  could  handle, 
got  a  bit  hurried  in  figuring  its  bids, 


and  made  some  costly  design  and  con- 
struction errors.  Result:  Earnings  col- 
lapsed from  $1.28  a  share  in  1972  to 
a  deficit  of  77  cents  in  1974. 

The  institutions?  Don't  ask.  The 
stock  fell  from  60  to  4  in  a  year. 

Schork  shouldered  the  blame  ("The 
basic  problem  was  that  we  did  not 
properly  manage  .  .  .,"  he  told  share- 
holders) and  forgot  about  growth  for 
a  while.  Since  then  he  has  installed 
a  sophisticated  system  of  controls- 
budget  controls,  design  and  bidding 
controls,  planning  controls,  you  name 
it.  And  it  has  paid  off:  Net  after  taxes 
has  revived,  to  a  record  $1.48  a  share 
in  fiscal  1976,  even  as  the  sales  curve 
flattened. 

Even  better,  Schork  figures  there's 
a  lot  more  profit  where  that  came 
from.  "Our  aftertax  margin  was  still 
only  2.7%  last  year,"  he  observes.  "We 
should  be  able  to  get  that  up  to  4.5% 
eventually."  Even  on  flat  sales,  that 
would  be  a  nifty  66%  improvement. 

Schork  is  not  against  growth,  of 
course.  He  figures  volume  will  pick 


Clean  Up:  Schork  of  Research-Cot- 
trell got  enough  cash  flow  from  slow- 
ing sales  to  pay  $19  million  in  debt. 

up  when  the  electric  utilities,  his 
prime  customers,  raise  more  capital- 
spending  dollars.  "We'll  grow  the 
business,  all  right,"  he  says  deter- 
minedly, "but  this  time,  there's  no 
rush."  ■ 


Parking-Lot  King 

If  you  do  much  traveling,  chances 
are  you've  parked  your  car  with 
Edwin  M.  Roth.  He's  president  of 
APCOA  (for  Airport  Parking  Co.  of 
America),  which  handled  some  130 
million  cars  at  403  locations  last  year. 
About  65%  of  Roth's  revenue  comes 
from  100  parking  lots  at  airports  such 
as  fast-growing  Dallas-Fort  Worth,  La 
Guardia  in  New  York,  Miami  and 
Cleveland.  Renting  empty  spaces  in 
strategic  places  can  be  a  nice  busi- 
ness. Roth's  parking  lots  collected 
$110  million  in  revenues  last  year, 
netting  about  $1.7  million,  a  record. 
It  doesn't  sound  like  much  as  a  per- 
centage of  revenue,  but  it  adds  up  to 
a  50%  return  on  equity. 

APCOA  started  in  Cleveland  as  a 
single  parking  lot  owned  by  then- 
Avis  franchisee  (and  now  Ohio  sena- 
tor) Howard  Metzenbaum,  and  went 
public  in  1960.  Roth,  now  a  debonair 
49-year-old,  had  parked  cars  as  a 
student  at  Ohio  State  University  be- 
fore taking  a  job  at  APCOA  in  1956 
(Metzenbaum  is  a  distant  cousin). 
APCOA  was  acquired  by  Internation- 
al Telephone  &  Telegraph  in  1967, 
and  a  year  later  Roth  became  presi- 
dent. Late  in  1975  he  bought  APCOA 
for  "a  litde  over  $10  million."  Most 
of  the  roughly  $3.5  million  in  equity 
money  came  from  venture  groups 
Sprout  and  Bank  of  America's  West- 
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ven,  although  Roth  and  a  handful 
of  key  employees  own  about  half  the 
new  company's  stock.  The  rest  of  the 
purchase  price  consists  of  debt  from 
Citibank. 

Roth  reveres  Harold  Geneen  (and 
perhaps  longs  to  emulate  him ) :  "I 
went  right  to  the  top  [to  buy 
APCOA],"  he  says.  "There  are  peo- 
ple on  lower  levels  who  make 
$300,000,  $400,000  a  year,  but  they'd 


Deconglomerator:  Ed  Roth  used  to 
run  APCOA  for  ITT.  Now  he  runs  it 
for  himself  and  a  few  investors. 


never  dream  of  running  their  own 
company.  I  was  afraid  they'd  bury  the 
idea  in  memos." 

That's  Ed  Roth.  Since  taking  over, 
he  has  raised  net  by  70%  (albeit  from 
a  down  year).  "We  put  in  incentives 
we  could  never  have  had  under  ITT," 
he  says.  Corporate  executives  and  his 
four  top  regional  managers  meet  once 
a  month,  and  usually  have  dinner  at 
Roth's  palatial  house  in  Cleveland's 
Shaker  Heights.  "I  try  to  give  them 
champagne  tastes,"  he  says,  "and 
make  them  reach  for  it." 

APCOA  may  be  more  than  parking 
lots  pretty  soon.  Explains  Roth:  "We 
have  four  strengths  to  trade  on:  op- 
erations at  a  lot  of  different  locations, 
the  ability  to  handle  a  large,  unskilled 
labor  force,  very  tight  controls  and  the 
ability  to  negotiate  contracts.  Our 
real  customers  aren't  the  drivers. 
We  don't  actually  sell  to  them  as 
much  as  we  do  to  the  airport  owners 
and  the  landlords  we  get  the  operat- 
ing concessions  from." 

These  four  strengths  could  apply  to 
a  lot  of  businesses,  Roth  reckons— 
building  maintenance  services,  say,  or 
airport  hotels.  "We  were  considering 
pay  toilets,"  he  adds,  "but  now  they're 
making  those  illegal."  On  the  other 
hand,  changing  laws  may  create  an- 
other business:  gambling.  Roth  is 
thinking  about  the  possibilities  of 
state-sponsored  but  privately  operated 
lotteries.  ■ 
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First 
Second. 


And  third. 


For  more  than  80  years  advertisers  selling  the  outdoor 
sportsmen's  market  have  had  a  field  of  three  magazines  to 
choose  from. 

Now  it's  a  field  of  one. 

One  bona  fide  national  outdoor  sportsmen 's 
magazine  with  mass  appeal.  Outdoor  Life. 

Here's  why. 

One  of  our  competitors 

is  leaving  the  field.  One  outdoor  magazine  aligned 

itself  with  Architectural  Digest,  National  Geographic,  Smithsonian 
and  Scientific  American.  It  announced  a  circulation  reduction 
of  55%  and  a  radical  change  in  format. 

Where  their  circulation  will  "level"  off —or  who  their 
readers  will  be— is  impossible  to  predict.  Syndicated 
research  tells  us  only  about  past  performance.  It  can  not 
predict  the  future. 

Strange 

bedfeiK  3WS.  Envisioning  itself  as  a  general 
magazine  for  men,  our  other  competitor  has  cast  its 
lot  with  Playboy,  Penthouse,  Newsweek,  Time  and  the  rest 
of  what  they  call  the  "Big  7."  You've  seen  their  ads. 
'Nuff  said. 


Afield 

of  one.  In  the  outdoor  field  there's  no  longer  a  first, 
second,  or  third.  There's  only  one  solid,  totally  committed 
national  magazine.  Outdoor  Life.  The  one  magazine 
that's  expanding  the  market  with  a  sharply  honed, 
practical,  "how-to"  editorial  approach  that  turns 
novices  into  doers.  And  doers  into  buyers. 

That's  why  Outdoor  Life  is  #1  in  newsstand 
sales  and  #1  in  ad  pages. 

Make  it  #1  on  your  magazine  schedule. 

Outdoor  life 

Wfe  are  the  outdoor  fiekt. 

Circulation  Base  1,775,000 

Times  Mirror  Magazines.  Inc..  .180  Madison  Avenue,  New  York,  N.Y.  10017/(212)  687-3000 


Faces  Behind  the  Figures 


Testy  Topic 

"Don't  ask  me  about  creating  a  fourth 
TV  network,"  grumbles  Ogilvy  &  Ma- 
ther International  Vice  Chairman  An- 
drew Kershaw.  "That  was  just  a  me- 
dia event  built  around  a  sexy  phrase." 

Only  weeks  ago,  O&M's  idea  of 
building  a  new  network  around  the 
55  U.S.  independent  television  sta- 
tions was  the  talk  of  the  ad  trade. 
Now  all  that  Hungarian-born,  British- 
educated  Kershaw,  55,  an  economist 
by  training,  wants  to  talk  about  is 
O&M's  earnings. 

No  wonder.  In  a  wickedly  erratic 
business,  O&M  stands  out  like  a  prime- 
time  show  without  commercial 
breaks.  It  hasn't  had  a  down  year 
since  going  public  in  1966;  and  in 
1976,  on  a  14%  revenue  gain  to  $112 
million,  it  raised  earnings  35%,  to 
$7.7  million,  for  a  handsome  28%  re- 
turn on  equity.  In  January  it  hoisted 
its  dividend  for  the  12th  year  in  a 
row,  from  $1.16  to  $1.40. 

True,  these  are  lush  days  for  the 
agencies.  Ad  spending  in  1976  soared 
18%,  to  $33  billion,  and  could  rise  10% 


Cotton's 

"Natural"  Comeback 

The  fearful  beating  that  cotton 
took  in  the  1960s,  when  all-synthetic 
fabrics  and  permanent-press  blends 
reduced  its  share  of  the  fiber  market 
from  60%  in  1960  to  29%  in  1973,  is 
over.  Raw  cotton  prices  have  tripled, 
to  a  recent  75  cents  a  pound;  100%- 
cotton  shirts  running  as  high  as  $40 
sell  out  at  Saks  Fifth  Avenue  and 
Tripler.  Credit  for  the  turnaround  be- 
longs in  part  to  Cotton  Inc.,  the  cot- 
ton farmers'  marketing  arm. 

Cotton  Inc.  is  the  brainchild  of  con- 
sulting firm  Booz,  Allen  &  Hamilton. 
In  1970  an  agribusiness-oriented 
group  of  cotton  farmers  hired  the  firm 
to  lay  out  a  recovery  strategy  for  their 
product.  At  Booz,  Allen's  suggestion, 
the  farmers  picked  J.  (for  John) 
Dukes  Wooters  Jr.,  who  formed  Cot- 
ton Inc.  and  mounted  a  multi- 
faceted  counterattack  against  syn- 
thetics. Wooters,  a  Harvard  MBA, 
had  an  impressive  record  solving  mar- 
keting problems  for  Reader's  Digest 
and  designing  a  Palmolive  soap  pro- 
motion. Forbes  found  Wooters  in 
Cotton  Inc.'s  New  York  headquarters. 

Sitting  in  his  all-cotton-velvet  up- 
holstered chair,  his  all-cotton  shirt 
held  neatly  at  the  wrists  by  gold-ini- 
tialed cuff  links,  Wooters  explained 
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Single-Minded:  Andrew  Kershaw 
keeps  O&M  profitable  by  insisting  that 
it  not  stray  from  advertising. 


or  so  more  this  year.  Kershaw,  who 
commutes  weekly  from  Toronto  to 
New  York  and  who  is  O&M's  second- 
ranked  but  highest-paid  ($195,000) 
executive,  even  contends  it's  a  myth 
"that  the  advertising  business  is  un- 
stable or  cyclical."  Most  clients,  he 
says,  are  regular  spenders  who  in  bad 


Cotton  Inc.'s  strategy  of  working  on 
one  market  at  a  time:  "For  example, 
men's  dress  shirts  were  70%  polyester, 
30%  cotton  in  1970.  We  had  to  re- 
verse that  to  get  our  market  back." 

A  government-aid  program  and  the 
farmers  gave  Cotton  Inc.  $20  million 
for  startup  costs.  Wooters  took  the 
money,  built  a  research  facility  in 
Raleigh,  N.C.  and  hired  a  staff,  now 
134  strong,  that  included  economists, 
technicians,  salesmen,  fashion  consul- 
tants and  designers.  The  facility  soon 
came  up  with  its  60%-cotton,  40%-syn- 
thetic  so-called  "Natural  Blend." 

Mill  owners  were  cool  to  the  new 
blend  even  though  Wooters  offered  to 
underwrite  part  of  the  cost  of  adjust- 
ing their  looms.  At  the  same  time 
Wooters  wooed  consumers  via  a  $5- 
million  ad  campaign:  "The  more  cot- 
ton, the  better  you  feel."  Consumer 
demand  grew,  says  Wooters,  but  it 
wasn't  until  Manhattan  Shirt  con- 
vinced Springs  Mills  to  produce  it 
that  Natural  Blend  snowballed  with- 
out underwriting  aid  from  Cotton  Inc. 
Within  two  years  of  its  debut,  the 
60/40  blend  has  perhaps  10%  of  the 
$1.2-billion  dress  shirt  market,  and 
Sears  and  J.C  Penney  have  expanded 
it  into  women's  sportswear. 

With  cotton's  share  of  the  fiber  mar- 
ket back  up  over  30%  and  climbing, 
the  government  has  stopped  subsidiz- 


times  may  cut  back  on  new  products 
but  never  really  slash  ad  budgets.  To 
smooth  out  cash  flow,  O&M  pioneered 
the  idea  of  set  fees,  and  now  gets 
barely  half  of  U.S.  revenues  from 
commission  billings. 

What  also  sets  O&M  apart  is  its 
stubborn  refusal  to  diversify,  when 
competitors  like  J.  Walter  Thompson 
went  into  leasing  and  Doyle  Dane  into 
building  sailboats.  Result:  no  big 
writeoffs,  and  a  steady  climb  from 
11th  spot  in  worldwide  revenues  in 
1966  to  fifth  place  last  year.  "We'll 
move  up  another  notch  this  year," 
says  Kershaw,  noting  O&M's  recent 
acquisitions  of  one  West  Coast  and 
one  New  York  agency. 

So  what  about  that  unmentionable 
fourth  TV  network?  Didn't  O&M 
spark  most  of  the  headlines  by  invit- 
ing 25  or  so  other  agencies  to  help  it 
launch  shows  that  could  be  lower-cost 
advertising  vehicles?  Kershaw  retorts 
that  the  idea  is  premature  and  too 
costly.  But  isn't  he  reminding  the  oth- 
er networks  that  they  are  not  indis- 
pensable? He  replies:  "Hell,  no."  He 
says  it  with  a  straight  face,  too.  ■ 


ing  Cotton  Inc.  So  this  year  the  farm- 
ers will  ante  up  an  extra  $1.50  or  so 
per  bale,  besides  the  $1  a  bale  they 
already  contribute  to  Wooter's  cam- 
paign, to  develop  and  sell  new  cotton 
ideas.  For  market-minded  cotton 
farmers,  it's  a  "natural"  expense.  ■ 


Cotton  Comfort:  Dukes  Wooters  of 
Cotton  Inc.  helped  sell  it.  Now  it's 
rolling  along  on  its  own. 


FORBES,  APRIL  1,  1977 


We  had 
another 
record  year. 

Northern  Natural  Gas  Company 
increased  its  net  income  in  1976 
to  $142,525,000,  up  9%  from 
$131,143,000  in  1975.  Earnings  per 
share  climbed  to  $6.30. 

I  Our  revenues  in  76  rose  by 
220  million  dollars,  topping  the 
billion  dollar  mark  for  the  third 
straight  year. 

Northern  operates  a  31 ,000  mile 
wholesale  and  retail  natural  gas 

|  pipeline  system,  distributes  natural 
gas  in  eleven  states,  conducts 
one  of  the  nation's  largest  integrated 
liquid  fuels  operations  and  is 

i  a  major  producer  and  marketer 
of  petrochemicals. 

Ask  your  broker  for  more  detailed 
information.  He  can  tell  you  a  lot 
\  of  interesting  things  about  us. 

Northern 

The  gas  company  that's  something  else. 

Home  Office,  Omaha,  Nebraska 


Good  news 
for  American  business: 
Those  young  men  who 
wouldn't  sell  out  in  1967 
are  buying  in 
in1977. 


JOEL  SILVERMAN,  STOCKBROKER 


ou  know  those  young  men  we're  talking 
about.  They're  the  ones  who  were  marcl 
up  and  down  their  campuses  protes 
t     a  war,  forcing  a  President  out  of 
v  office,  putting  barber  shops ; 
over  America  out  of  busin 
for  lack  of  business. 

They  were  remarkable 
then,  intense  and  totally  committed  ever 
as  teenagers.  A  generation  that  had  an  e; 
awareness  of  what  was  going  on  around 
them  than  any  generation  in  our  history. 

And  what's  even  more  remarkable  abou 
C  *J;  -J     them  is  that  today,  ten  years  later,  t 
_  haven't  lost  one  iota  of  that  intensi 

They've  just  totally  redirected  it. 

They've  traded  the  SDS  for  IBM  ar 
GM  and  ITT  and  DDB  and  so  forth 
down  the  list  of  American  busines: 
They've  joined  the  establishment, 
fact,  they're  on  their  way  to  leadin 

And  they've  matured  to  an  extent  no 
generation  before  them  could  have 
achieved  at  their  age.  With  the  result  t 
they're  experiencing  life  in  a  way  it 
has  never  been  experienced  before 

Today's  young  man  is  simply  not  livi 
life  the  way  anyone  told  him  he  ougl 
He's  living  it  the  way  he  perceives  il 

HOW  DO  WE  KNOW? 

At  PLAYBOY,  we're  constantly  talking  to 
young  men,  finding  out  what  they're  thir 
about,  their  attitudes,  their  needs  and  w 
We'll  be  telling  you  about  the  results  of  tl 
continuing  research  in  this  and  future  ad 


I  results  provide  important  and  useful 
its. 

•rtant  to  us  because  they  help  us  under- 
l  the  market  our  magazine  is  directed  to. 
can  be  useful  to  you  because  the  better 
now  this  market,  the  more  effective  your 
eting  effort  toward  it  can  be. 

an  speak  for  this  market  of  young  men 
ase  we  speak  to  them.  To  13,621,000  men 
/  month. 

WHAT  WE  KNOW. 

're  not  where  you  might  think  they  are. 

pursuit  of  success  isn't  the  same  as 
s  if  you're  over  35.  The  slow,  steady  rise 
e  company  ladder  isn't  for  them.  They're 
h  about  their  success.  Joel  Silverman,  the 
g  man  in  this  advertisement,  told  us  what 
titude  was  when  he  was  on  the  way  up. 
ited  good  things  to  happen  to  everybody, 
le  first." 

pursuit  of  life's  experiences  isn't  the 
I  either.  They're  not  ashamed  of  being 
nistic.  They  want  more  and  they  want  it 
They're  not  at  all  as  willing,  as  their 
its  were,  to  wait  until  they're  too  old  to 
f  life.  They  overspend,  but  they  don't 
y  about  it.  They  tell  us  things  like,  "Sure, 
nd  more  than  I  make  right  now,  but 
;  okay  because  I'm  making  it.  I  went  in 
my  head  for  the  house  I  wanted,  but 
rse  comes  to  worst,  I'll  sell  it.  So  what?" 

don't  worry  about  what  they  can  afford, 
how  they  can  get  what  they  decide— after 
)f  comparing  and  reading  and  shopping — 
st  for  them. 


That's  the  materialistic  side  of  them. 

THERE'S  ANOTHER  SIDE,  TOO. 

They're  experience  collectors.  They're 
crazy  about  life.  They  can't  crowd  enough  in 
soon  enough.  "I  wish  there  were  70  minutes 
in  every  hour,  25  hours  in  every  day  and 
eight  days  in  every  week,"  Joel  told  us. 

More  examples.  How  many  tennis  elbows 
did  you  rub  elbows  with  ten  years  ago?  And 
how  many  men  do  you  know  who  meditated 
ten  years  ago?  And  how  many  men  cooked 
dinner  for  their  ladies  ten  years  ago?  It 
goes  on  and  on. 

THE  THIRD  SIDE. 

Ten  years  ago  they  were  protesting  the  in- 
equalities they  saw  in  life.  Today  they're 
vitally  interested  in  protecting  the  quality  of 
life.  The  social  consciousness  they  developed 
ten  years  ago  is  still  very  much  with  them,  but 
in  much  more  personal  ways. 

One  very  revealing  indication:  the  amount 
of  money  these  PLAYBOY  readers  give  to 
charities  or  as  contributions.  Last  year  they 
gave  over  $700  million. 

All  in  all,  they're  a  complex  and  complete  gen- 
eration of  young  men. 

And  virtually  everything  they  tell  us  indicates 
they  may  be  the  most  vibrant  group  of  pros- 
pects American  business  has  been  blessed 
with  since  the  post-World  War  II  generation. 

And  you  can  reach  more  of  this  market  in 
PLAYBOY  than  in  any  other  men's  magazine, 
newsweekly  or  sportsweekly. 

In  fact,  we  are  the  market. 


The  Playboy  reader.  His  lust  is  for  life. 


Audience  data:  TGI,  Fall  1976.  ©  1977,  Playbov. 


Household  Finance  Corporation 

"Record  Earnings  for  All  Divisions  in  1976" 


All  amounts  other  than  per  share  data  are  stated  in  .thousands  of  dollars.  1976 


Percent 
1975  Increase 


Income  from  $  134,205  .  $  107,027  +  25% 

continuing  operations 
before  foreign 
exchange* 


Consumer 
Finance 


Instalment  notes 
receivable 

Income  before 
foreign  exchange* 

Net  income 


Income  before  foreign  exchange* 

$2,643,918    $2,375,044  +11%  ^  


64,132 
64,569 


58,873  +  9% 


40 


52,333  +23%  20 


%  of  1976  Income0 


0 


75  76 


Merchandising 


Net  sales  and 
revenues 

Net  income 


Net  Income 

$2,521,400    $2,224,968  +13%  ib- 


42,320 


29,117  +45% 


30 


20 


10 


%  of  1976  Income0 
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Manufacturing 


Net  sales  and 
revenues 

Income  before 
foreign  exchange* 

Net  income 


$  206,157    $  170,470  +21% 


19,344 
18,315 


13,721  +41% 
13,192  +39% 


%  of  1976  Income0 


Income  before  foreign 
exchange0 

15~ 


10 


Rental  and 
Leasing 


Revenues  $     173,832       $     154,913    +12%        Income  h-omcontinuingoperations 

Income  from 

continuing  operations  8,409 
Household's  tax  credits 


3,857  +118%  6 
1,459  4" 


%  of  1976  Income0 


Household's  income  from 
discontinued  operations 


341 


2,810 


75  76 


Net  income 


$  133,954    $  102,768  +30% 


Per  common  share: 

Primary  earnings  2.87  2.19  +31% 

Fully  diluted  earnings  2.62  2.01  +30% 

Dividends  declared  1.15  1.05  +10% 


'Income  after  taxes  before  aftertax  unrealized  foreign  exchange  gains  or  losses. 


Household  Finance,  with  more  than 
$2,600,000,000  of  outstanding  instalment 
notes  receivable  and  1,900  branch  lending 
offices  in  the  United  States,  Canada,  the 
United  Kingdom,  and  Puerto  Rico,  is  the 
largest  consumer  finance  company  special- 
izing in  personal  cash  loans.  Its  subsidiary, 
City  Products  Corporation,  is  one  of  the 
largest  merchandising  companies  in  the 
United  States  with  annual  sales  exceeding 
$2,500,000,000  and  with  1,200  company- 
owned  and  3,700  franchised  retail  stores. 


Subsidiary  King-Seeley  Thermos  Co.  is  a 
diversified  manufacturing  company  operat- 
ing 17  plants  in  the  United  States,  Canada, 
the  United  Kingdom  and  Italy.  Subsidiary 
National  Car  Rental  System,  Inc.  is  one  of 
the  largest  car  rental  companies  represented 
at  more  than  2,400  locations  in  62  countries 
around  the  world. 

Annual  Report  available  on  request.  Write 
Household  Finance  Corporation,  Prudential 
Plaza,  Chicago,  Illinois  6060 1 . 


Forbes 


Money  And  Investments 


The  Economy 


The  Thursday  Game 


Good  astrologists  are  expensive,  and  cutting  open  a 
goat  to  read  the  entrails  is  messy.  So  stock  and  bond 
market  speculators  eager  for  an  augury  continue  to  be  fas- 
cinated by  the  weekly  figures  tracing  the  nation's  money 
supply,  hoping  therein  to  find  instant  insight  into  business 
conditions  or,  at  the  very  least,  Federal  Reserve  credit 
policy.  The  figures  are  reported  every  Thursday  and, 
judging  by  what  the  stock  and  bond  markets  do  on  Fri- 
days, it's  clear  enough  that  speculators  place  more  con- 
fidence than  they  should  in  the  data. 

Now,  a  new  resource,  equally  unreliable,  seems  to  be 
getting  their  respectful  attention— the  trend  in  banks'  com- 
mercial and  industrial  loans. 

Every  Thursday  afternoon  the  Federal  Reserve  Bank  of 
New  York  reports  on  the  loan,  investment  and  deposit 
activity  of  ten  major  New  York  City  banks,  and  these 
data  seem  to  be  shaping  up  as  yet  another  important 
factor  in  Friday  stock  and  bond  movements.  Analysts 
started  to  think  about  the  usefulness  of  business  loans  as  a 
guide  on  Thursday,  Mar.  3,  when  they  learned  that  the 
loans  of  big  New  York  banks  had  jumped  $404  million  in 
one  week.  It  was  an  enormous  increase. 

Market  reaction  to  the  loan  increase  was  tempered  by 
a  huge  reduction  of  $1  billion  in  money  supply  reported 
concurrently.  With  the  latter  offsetting  the  impact  of  the 
loan  rise,  the  DJI  rose  4.82  points  on  Friday,  Mar.  4  and 
bonds  were  steady,  trading  within  a  quarter  point  range. 

First  impressions  suggested  that  business  was  really  do- 
ing much  better  than  had  been  generally  realized.  After 
all,  when  business  is  going  great  guns,  credit  is  needed 
to  finance  expanded  accounts  receivable,  larger  inventories 
and  additional  plant  and  equipment.  So  more  loans,  more 
business  activity.  But  the  fears  were  eased  the  follow- 
ing week  when  loans  fell  $61  million. 

What  worries  the  market  forecasters  is  that  if  business 
really  does  begin  to  accelerate,  the  Federal  Reserve  may 
decide  that  it  is  necessary  to  restrain  credit  expansion;  as 
demand  for  funds  grew,  the  central  bank  would  be  cut- 


ting back  on  the  amount  available  to  supply  that  demand, 
lest  the  expansion  get  out  of  hand  and  revive  unmanage- 
able inflation. 

From  a  stock  market  point  of  view,  of  course,  tight 
credit  and  high  interest  rates  make  it  less  attractive  to 
buy  and  hold  common  stocks.  The  return  on  less  risky 
bonds  becomes  at  least  as  attractive  as  the  dividend  and 
price-appreciation  potential  of  stocks.  The  charts  below, 
however,  show  that  demand  for  short-term  business  credit 
has  not  been  speeding  up  substantially.  The  data  cover 
business  loans  extended  by  large  banks  all  over  the  coun- 
try, not  just  in  New  York  City.  But  the  conclusion  is  the 
same.  Credit  as  determined  by  bank  loans  to  businesses, 
supplemented  by  the  volume  of  outstanding  commercial 
paper,  has  been  expanding  only  a  bit  faster  than  it  nor- 
mally would  at  this  time  of  year.  This  year's  increase,  as  it 
happens,  is  not  keeping  up  with  the  1976  pace. 

In  the  second  quarter  of  this  year,  however,  a  major 
change  in  these  fundamentals  may  get  under  way.  Large 
tax  payments  in  March,  April  and  June  could  drain  away 
much  of  the  liquidity  that  has  been  accumulated.  At 
the  same  time,  the  economy  should  be  doing  quite  well. 
Within  a  reasonably  short  period  of  time,  therefore,  the 
banks  should  be  called  on  to  finance  a  bigger  share  of 
the  expansion. 

When  credit  does  begin  to  grow,  the  weekly  changes 
seem  certain  to  attract  much  more  attention.  The  New 
York  City  data,  in  particular,  will  be  watched  because 
they  are  published  Thursday  afternoon,  one  day  after  the 
end  of  the  bank  statement  week.  Commercial  and  indus- 
trial loan  information— as  well  as  all  balance-sheet  data— 
for  all  weekly  reporting  banks  in  the  country  are  not  com- 
pleted and  published  until  the  following  Wednesday. 

Analysts  and  speculators  who  want  instant  forecasting 
material  will  rely  on  New  York's  numbers  rather  than  the 
national  compilation. 

In-and-out  bond  and  stock  traders  can  be  expected  to 
treat  each  report  as  something  like  divine  revelation.  ■ 
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SHORT-TERM  CREDIT 


Bank  loans  ciimb  but  are  still  sluggish- 
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as  commercial  paper  credit  grows 


and  CDs  are  allowed  to  run  off. 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


Those  High-Priced  Spreads 

By  Ben  Weberman 

".  .  .  There  is  little  reason  to  stick  with  a  4.7%  three- 
month  bill  when  a  one-year  bill  pays  5.5%  . . ." 


I 


continue  to  think  that  through  the 
rest  of  the  year  short-term  interest 
rates  will  go  mostly  sideways,  not 
varying  much  from  current  levels. 

It's  easy  to  dissent  from  this  view, 
and  a  good  many  experts  do.  If  we 
get  a  strong  business  recovery,  higher 
inflation  rates  and  tighter  credit  pol- 
icy at  the  Federal  Reserve,  most  fore- 
casters think  short-term  rates  will  rise. 
The  more  anxious  among  them  see 
the  yield  on  overnight  federal  funds, 
4%%  at  present,  rising  7%  or  more 
by  year's  end. 

Others,  like  Citibank  Chairman 
Walter  Wriston,  are  less  extreme. 
Wriston  has  said  that  short-term 
rates  could  rise  1%  to  1.5%  by  the 
end  of  1977. 

In  the  Mar.  1  issue,  I  wrote  that 
the  short-term  rate  at  the  end  of  the 
year  would  be  barely  changed  and 
would  be  in  a  range  from  4.5%  to 
5.25%.  I  still  believe  that  capital 
spending  plans  being  reported  by 
business  are  not  the  stuff  of  which 
runaway  booms  are  made.  Govern- 
ment cash  needs  are  shrinking,  al- 
though from  a  high  level.  The  slow 
growth  of  the  money  supply  seems 
more  likely  to  encourage  the  Fed  to 
maintain  a  steady  grip,  not  a  tighten- 
ing one,  on  credit.  All  things  consid- 
ered, then,  the  forces  at  work  on  the 
short-term  market  are  in  a  nice,  easy 
balance. 

The  long-term  market  is  something 
else  again.  Forecasters  are  in  at  least 
mild  disarray,  with  varying  guesses  on 
the  rate  of  inflation  as  the  main  cause. 
Those  who  anticipate  inflation  at  an 
annual  rate  of  6%  foresee  a  moderate 
increase  in  long-term  yields.  Those 
who  anticipate  inflation  at  5%  predict 
a  moderate  decline.  Because  world- 


wide oversupply  of  foods  and  manu- 
factured goods  will  tend  to  limit  price 
increases,  I  think  long-term  bond  rates 
will  fall  0.5%  to  0.75%  by  year's  end. 

Right  now,  in  any  case,  some  cu- 
rious distortions  are  on  view  in  the 
bond  market.  As  a  consequence  of  an 
upward  tilt  of  Treasury  securities 
yields  and  downward  pressure  on  cor- 
porate interest  rates,  the  differences 
in  yield  between  Treasury  issues  and 
corporate  bonds— the  spreads— are  cur- 
rently about  as  slim  as  they  ever  get. 

Long-term  Treasury  issues  are  yield- 
ing higher  rates  of  return  these  day  s 
because  the  prospect  of  still  relatively 
big  budget  deficits  promises  to  gen- 
erate additional  huge  supply,  and  in- 
vestors have  already  filled  their  port- 
folios with  large  amounts.  Corporate 
bonds,  on  the  other  hand,  are  bene- 
fiting from  a  relatively  low  need  for 
external  borrowing;  the  likelihood  is 
that  the  calendar  of  offerings  will  re- 
main low  lor  much,  or  all,  of  this  year. 

Aim  For  Aa 

The  spread  between  high-quality 
and  medium-grade  corporate  issues  is 
another  current  curiosity.  The  spread 
has  narrowed  considerably  since  early 
February.  Given  the  added  risk  of 
holding  a  bond  rated  only  Baa,  com- 
pared with  one  carrying  an  Aa  rating, 
the  present  difference  in  interest  re- 
turn is  hardly  worth  it. 

Among  newly  offered  bonds,  for  ex- 
ample, the  long-term  Treasury  issues 
such  as  the  7%s  of  2007-the  so-called 
"James  Bonds"  which  mature,  of 
course,  in  '007— were  yielding  7.75? 
in  mid-March.  New  debt  securities  of 
Sears  and  Kraft,  issues  of  exceptional- 
ly high  quality,  are  priced  to  yield 
7.99%  and  7.82%,  respectively. 

There  is  little  reason  to  buy  a  cor- 
porate bond,  regardless  of  its  quality, 
when  the  incremental  return  is  only 
24  basis  points,  let  alone  7,  over  the 
Treasury  yield.  The  lack  of  choice 
is  even  more  striking  against  indus- 
trial bonds  rated  A.  An  issue  of  Dia- 
mond Shamrock  bonds,  with  a  7.7% 
coupon,  sells  to  yield  8.07%— shame- 


lull)  close  to  the  7.75%  Treasury  yield. 

The  following  table  shows  interest 
differentials  have  varied  over  the  past 
two  years.  (Because  the  James  Bonds 
have  been  around  only  since  early 
February,  the  Treasury  7Jss  of  2000 
—the  Centurys— are  used  for  the  com- 
parison in  this  table. )  Recognition  of 
quality  was  clearly  stronger  in  early 
1975  than  it  is  now. 

Yield  Spread  Over 
Treasury  77/a%  of  2000 


AT&T 
7'/s% 
of  2003 


Aa  Baa 

Utility  Industrial 

85/a%  9'/2% 

of  2002  of  19% 


3/28/75  0.51% 

3/26/76  0.22 

12/31/76  0.28 

2/4/77  0.34 

3/11/77  0.20 


1 .07%  1 .86% 

0.85  1.64 

0.96  1.58 

0.88  1.28 

0.80  1.19 


American  Telephone  7!ss  of  2003 
have  traded  in  the  market  with 
yields  more  than  half  a  percent  over 
Treasurys  but  now  carry  a  spread  of 
only  20  basis  points.  At  the  other  ex- 
treme, a  typical  Baa-rated  industrial 
company  bond  that  carried  an  interest 
spread  of  1.86%  in  March  1975  now 
brings  a  premium  yield  of  only  1.19%. 
Since  Baa  quality  bonds  are  defined 
as  medium-grade  with  debt  service 
requirement  neither  highly  protected 
nor  poorly  secured,  the  extra  yield  is 
hardly  worth  the  extra  risk. 

Portfolio  managers  would  be  wise 
to  use  these  narrow  spreads  to  im- 
prove the  quality  of  their  holdings, 
trading  up  from  Baa  to  Aa  without 
losing  too  much  yield.  Or  they  could 
go  the  whole  way  and  move  up  to  a 
Treasury  bond  to  minimize  risk. 

Considering  how  sharply  the  rates 
of  return  rise  as  maturities  stretch  out, 
I  would  also  take  the  opportunity  this 
market  affords  to  extend  maturities 
for  as  long  as  possible,  consistent  with 
portfolio  needs.  There  is  little  reason 
to  stick  with  a  4.7%  three-month  bill 
when  a  one-year  bill  pays  5.5%,  a  four- 
year  note,  6.81%.  Take  the  leap  to  the 
bonds  that  come  due  after  the  turn 
of  the  century  and  you  get  a  return 
of  7.8%— verv  attractive.  ■ 
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Our  National  Castings  Division  is  one  of  the  largest 
pliers  of  railroad  specialty  castings  such  as  trucks,  couplers,  draft  gears 
hopper  door  frames.  They  developed  the  rotary-type  coupler 
ch  allows  unit  coal  trains  to  unload  without  uncoupling. 


National's  industrial  castings  capability  ranges  from  sizes  of  less  than 

a  pound  to  over  2,000  pounds.  Uses  include  rear  axles,  suspension  systems 

and  many  other  critical  components  for  construction  equipment. 


Our  Capitol  Castings  Division  is  the 
largest  supplier  of  grinding  balls  to  the 
U.S.  copper  industry.  We  have  increased 
our  capacity  by  almost  60%  with  a 
second  plant  in  Arizona  —  center  of  90% 
of  domestic  copper  mining. 


teel  castings  leadership 
parks  Midland -Ross  growth  and  profit. 


JIand-Ross  is  one  of  the 
gest  producers  of 
el  castings  in  the  nation, 
d  we're  expanding  our 
aacity.  This  follows  our 
losophy  for  growth  .  .  . 
✓elop  a  leadership  position 
j  build  on  it. 


We're  doing  the  same  thing  in 
our  other  principal  businesses: 
electrical  products,  mechanical 
controls  and  capital  goods.  It's 
working  well.  Net  income  has 
nearly  tripled  since  1972  and 
earnings  per  share  from 
continuing  operations  have 


increased  at  an  annual 
compounded  growth  rate  of 
34%.  We've  become  an  exciting 
company.  If  you'd  like  to  know 
more  about  us,  drop  us  a  note, 
55  Public  Square, 
Cleveland,  Ohio  44113. 
(216)  771-4800. 
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New  York  City  •  .  .  Now 

By  Heinz  H.  Biel 

". . .  Should  anyone  in  his  right  mind  invest  in  a 
situation  [NYC  bonds]  that  seems  so  precarious?  . . . 


livery  investor  has  learned,  often  at 
considerable  expense  for  the  "tuition," 
that  there  is  no  such  thing  as  a  risk- 
less  investment.  Those  who  believed 
government  bonds,  savings  banks,  an- 
nuities and  the  like  were  free  of  risk 
found  out  they  were  just  kidding 
themselves.  In  addition  to  abysmally 
low  yields  of  as  little  as  lxk%  to  3% 
pretax,  such  investments  were  devas- 
tated by  inflation. 

Common  stocks,  of  course,  are  no- 
torious for  the  element  of  risk.  Even 
the  most  conservative  among  them 
experience  "normal"  price  fluctuations 
that  in  just  about  every  year  are  many 
times  larger  than  the  dividend  rate. 
Obviously,  there  is  no  point  in  taking 
a  risk  in  a  stock  unless  it  offers  a 
commensurate  reward.  Unfortunately, 
one  cannot  measure  either  the  risk  or 
the  reward  with  any  degree  of  ac- 
curacy. It  is  often  a  matter  of  personal 
judgment  and  opinion. 

All  this  is  leading  up  to  a  subject 
that  I  have  not  discussed  in  this  col- 
umn since  the  fall  of  1975:  New  York 
City.  The  Big  Apple  does  not  look 
much  rosier  today,  but  a  few  things 
have  happened  that  make  the  outlook 
seem  less  grim.  Of  greatest  impor- 
tance, in  my  opinion,  is  the  Court  of 
Appeals  decision  declaring  unconsti- 
tutional the  moratorium  on  matured 
short-term  New  York  City  notes. 
This  is  the  first,  and  an  absolutely 
vital,  step  to  restoring  the  meaning  of 
"full  faith  and  credit." 

The  next  item  is  President  Carter's 
statement,  endorsed  by  Treasury  Sec- 
retary Blumenthal,  that  bankruptcy  is 
not  a  viable  solution  for  New  York 
City.  This  dots  not  imply  a  promise 
of  a  bail-out,  but  it  does  mean  that 
the  federal  government  will  assist  in 
helping  the  city's  own  efforts  to  put 
its  financial  house  in  order. 


Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 
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New  York's  problems  are  immense, 
and  there  is  not  much  chance  that 
they  will  go  away.  It  is  also  not 
pleasant  to  watch  the  politicians  and 
the  unions,  as  well  as  the  bankers, 
jockey  for  position.  They  will  no 
doubt  continue  to  practice  the  kind 
of  brinkmanship  that  sends  cold  shiv- 
ers of  apprehension  down  the  backs 
of  the  city's  bondholders. 

Should  anyone  in  his  right  mind 
invest  in  a  situation  that  seems  so  pre- 
carious? Well,  here  we  come  back  to 
the  subject  of  risk/ reward.  What  kind 
of  risk  can  one  afford  to  assume  in 
order  to  get  an  income  of  9%  or  more, 
fully  exempt  from  federal,  state  or 
city  income  taxes?  Or,  to  put  it  dif- 
ferently, what  is  it  worth  for  a  New 
Yorker  in  a  medium-high  tax  brack- 
et to  earn  the  equivalent  of  a  pre- 
tax income  in  excess  of  20'/?  a  year? 

Worth  The  Risk 

Look  at  it  from  a  different  angle. 
Would  you  buy,  and  how  much  would 
you  pay  for,  a  stock  which  pays  a 
regular  dividend  of  $20  a  year  with 
a  reasonably  good  chance  that  it  will 
continue  to  be  paid  year  in,  year  out? 
$100  or  $120  or  more?  Of  course, 
such  a  stock  would  not  be  a  blue 
chip,  but  for  that  kind  of  money 
wouldn't  you  take  a  risk?  Well,  that 
is  the  way  I  feel  about  investing  in 
New  York  City— entering  into  it  with 
eyes  wide  open  and  fully  aware  of  the 
risks  involved. 

New  York  City  bonds  come  in  all 
shapes  and  sizes.  High  coupons,  low 
coupons;  long  maturities,  short  ma- 
turities. There  is  an  infinite  variety, 
and  you  need  a  good  bondman  to 
advise  you.  One  disadvantage  is  the 
absence  of  public  quotations. 

If  you  feel  squeamish  about  the 
city  bonds,  you  can  consider  the  va- 
rious bonds  of  the  Municipal  Assist- 
ance Corp.  (Big  Mac).  While  they  do 
not  enjoy  the  city's  full  faith  and 
credit,  they  do  seem  adequately  pro- 
tected by  segregated  tax  revenues. 
Big  Mac  bonds  are  quoted  regularly 
in  the  financial  pages. 


Triumphant  Failure 


IBM's  spectacular  offer  to  buy  up 
to  5.5  million  shares  of  its  own  stock 
at  $280  a  share,  nearly  ten  points 
above  the  price  at  which  the  stock 
was  selling  at  the  time  the  offer  was 
made,  ended  in  failure.  The  holders 
of  only  2,546,000  shares,  a  mere  1.7% 
of  the  outstanding  stock,  took  the  bait. 
The  others  ignored  it;  they  preferred 
to  hold  on  to  their  stock.  What  a 
marvelous  triumph  for  the  prima 
donna  of  the  stock  market. 

Even  before  the  offer  was  made, 
IBM  had  behaved  well  in  the  de- 
sultory market  we  have  had  this  year, 
holding  considerably  above  its  1976 
low.  By  comparison  with  other  com- 
panies in  the  business— Burroughs  and 
Xerox,  for  instance— it  has  been  al- 
most a  standout.  Nevertheless,  IBM  is 
still  selling  more  than  80  points  be- 
low its  1973  high  of  365.  At  that 
time,  it  had  a  multiple  of  41  (vs. 
about  17  today),  and  the  dividend 
was  only  $4.48,  compared  with  a 
present  rate  of  $10.  Like  other  glam- 
our stocks  of  that  era,  IBM  was  great- 
ly overpriced  then.  In  contrast  to  the 
others,  however,  it  has  grown  to  fit  a 
price  level  that  was  much  too  big  for 
it  some  four  or  five  years  ago. 

At  what  point  will  the  glamorous 
growth  stocks,  the  one-decision  blue 
chips  of  yesteryear,  once  again  be 
cheap  enough  to  be  a  good  buy?  Sta- 
tistically, I  believe,  almost  all  of  them 
are  at  that  point  now,  or  very  close 
to  it.  Psychologically,  however,  inves- 
tors still  seem  to  feel  their  prices  are 
too  high.  It  is  unlikely  that  in  the  long 
run  one  would  lose  money  in  stocks 
like  Procter  &  Gamble  or  Johnson  & 
Johnson,  Coca-Cola  or  PepsiCo, 
Merck  or  Schering-Plough,  Kresge  or 
Kodak.  Perhaps  we  had  better  begin 
to  think  in  terms  of  "the  long  run"; 
from  this  point  on  all  new  stock  pur- 
chases must  be  held  for  a  full  year 
to  be  accepted  as  long  term  by  the 
taxman.  ■ 
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About  a  dozen 
companies  in  the  US. 
pay  yearly  dividends 
of  a  quarter  of  a  billion 
dollars  or  more. 

This  year  well  be  one. 


The  best  ideas  are  the  1 1 1 1 1 1 
ideas  that  help  people.  Ill 


Internationa!  Telephone  and  Telegraph  Corporation  320  Park  Avenue  New  York  NY  1002 


WE 
PUT 
YOU 
ON  THE  BALL 

Personal  or  Company  Imprints 
5ti£uat  -  5PALDIA/G 

UTtfeou 


Maxfli 


1-4  Color  Logo  Reproductions 
Electrocai  or  Ole  Imprint 
Wholesale  Pro  Clubs  -  lor  incentives 


SEND  FOR  BROCHURES 


THE  MOHiaiNHSlCQ 

1072-1  N.  JACOBY  ROAD 
AKRON,  OHIO  44321 
(216)  253-9524 


GUARANTOR  or  JOINT  VENTURE 


I  will  Joint  Venture,  Act  as  Guarantor  or 
Co-sign  for  Viable  Projects,  such  as  In- 
dustrial &  Commercial  Expansion,  As- 
sembly and  Processing  Plants,  Hospitals, 
Retirement  Homes,  Nursing  Homes. 


OPERATING  CAPITAL 


If  you  are  an  established  business  with  a 
good  track  record,  but  short  of  operating 
Capital  or  a  line  of  credit,  I  may  be  able 
to  provide  your  needs.  (Principals  only— 
send  full  details). 


CAPITAL  GAINS -SHELTERED 


I  want  to  buy  office  buildings,  apart- 
ments, shopping  and  industrial  centers 
and  buildings,  refineries,  Mfg.  facilities 
already  heavily  depreciated.  Your  capital 
gains  can  be  tax  sheltered.  Would  like 
also  to  buy  coal  properties,  oil  and  gas 
producing  properties,  and  other  mineral 
properties.  (Principals— their  CPA  or  their 
Attorney.  Send  details  of  offer). 

R.  Bernard  (714-595-7673) 
2102  N.  Arrowhead  Ave.  Suite  A 
San  Bernardino.  California  92405 

PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  V2  rnil- 
lion  dollars.  DRAWINGS  are  administered 
by  the  BURFAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Box  29119,  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243  4253 

Coll  toll  free  800  577  2654  except  from  Texas 
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The  Coward's 
Way  Out 

By  Martin  T.  Sosnoff 


H  he  mania  for  indexing— making 
your  portfolio  look  like  one  or  more 
stock  market  indices  and  thereby  aim 
for  a  performance  that  matches  them 
—will  create  a  major  buying  opportu- 
nity in  growth  stocks.  It  will  take 
some  time,  to  be  sure,  before  index 
minded  money  managers  have  shaped 
and  pared  down  their  huge  money 
pools  to  look  like  everyone  else's.  (In 
the  old  days,  when  a  money  man- 
ager lost  his  nerve,  they  fired  him. 
Today,  they  promote  him.  In  fact, 
1977  deserves  to  be  known  as  the 
year  of  the  coward.)  But,  in  retro- 
spect, this  will  be  seen  as  a  transi- 
tional interlude. 

This  insecure  market  reminds  me 
of  the  story  of  the  ancient  Hebrew 
ruler  who  dreamed  that  his  kingdom's 
harvest  of  wheat  would  be  tainted 
and  that  anyone  who  partook  of  the 
new  wheat  would  be  driven  mad. 
This  great  king  summoned  his  council 
for  advice.  The  eldest  elder,  a  prag- 
matic fellow,  suggested  that  the  king 
eat  only  from  the  old  harvest.  "Re- 
serve the  new  harvest  for  your  sub- 
jects to  consume,"  he  said.  "In  this 
way  you  will  not  be  tainted."  But 
the  wise  king  rejected  this  advice. 
"And  if  the  whole  kingdom  goes  mad 
from  the  tainted  bread,"  he  answered 
them,  "should  I  be  the  only  sane  man 
left  to  roam  my  country?  No,  I  would 
rather  go  mad  with  the  rest  of  my 
subjects." 

This  is  what  today's  market  is 
about,  but  investors,  not  having  a 
king's  cares,  would  be  wise  to  sepa- 
rate themselves  from  the  general 
madness.  Surely  Wall  Street  is  in  a 
wacky  mood  when  the  best  of  the 
goods— IBM,  for  example— cries  out 
its  value  and  finds  no  new  takers. 

The  spectacle  of  the  greatest 
growth  company  in  the  world  buying 
in  over  a  billion  dollars  of  its  own 
stock  is  in  large  part  a  result  of  the 

Mr.  Sosnoff  is  chairman  of  Atalanta  Capi- 
tal Corp.,  New  York. 


trend  toward  indexing.  The  p: 
lack  of  demand  for  prime  equi 
part  of  a  painful  process  in  w 
money  managers  are  selling  off  stj 
especially  growth  stocks  like  I 
that  weigh  too  heavily  in  an  ind 
portfolio.  The  process  obviously 
longer  to  run. 

What  is  one  to  do  in  a  nutty  t 
It  has  been  my  experience  that 
dent"  behavior  in  investment  c{ 
is  always  a  few  years  behind  the 
ties.  Institutional  speculation  waj 
name  of  the  game  in  the  Sixties 
they  stumbled  on  the  conglomen 
mania  late  in  1968.  There  was 


". . .  Wall  Street  is  in  a 
wacky  mood  when  IBM 
cries  out  its  value  and 
finds  no  new  takers  . . ." 


treat  then  into  the  best  and  brig 
stocks  led  by  the  Morgan  Guar 
trust  department.  By  1972  their 
folios  reflected  a  judgment  that" 
most  productive  strategy  was  \i 
cycle  investment  in  the  100  big 
growth  stocks  whose  self-finan) 
was  a  function  of  price/earnings 
tios  that  averaged  over  30  with  yj 
near  1%.  Unfortunately,  the  best 
the  brightest  proved  the  most  ex 
sive  to  own  in  1973  and  1974. 
the  decline  in  discretionary  ino 
worldwide  and  an  inventory  pi 
engendered  by  the  inflationary  s] 
in  raw  materials,  the  growth  stxi 
proved  as  vulnerable  as  the  eye] 
goods  that  sold  for  five  times  e 
ings  and  50%  of  book  value. 

It  was  predictable  that  the 
cycle  would  belong  to  the  basic 
dustrials  on  the  theory  that  major! 
porations  would  show  marke 
statesmanship  because  of  the 
price  of  money  and  the  need  toi 
place  low-cost  depreciated  plant 
equipment  with  inflated  capital  gol 
This  theory  worked  until  the  ecorw 
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A  Special  Invitation  from  VALUE  LINE 

TO  INVESTORS  WHO  USE 
DISCOUNT  BROKERS 

. . .  and  make  their  own  investment  decisions 


A  growing  minority  of  investors  are  turning 
to  discount  brokers  to  cut  commission 
costs.  Generally,  this  is  appropriate  only  for 
those  who  make  their  own  decisions,  since 
most  discount  brokers  do  not  provide  in- 
vestment research. 

So,  if  you're  doing  business  with  a  dis- 
count broker,  you  need  the  best  indepen- 
dent research  you  can  get.  (Your  commis- 
sion savings  on  just  a  few  trades  may  pay 
for  a  full  year  of  such  assistance.)  Here's 
how  Value  Line  can  help: 


As  an  Introductory  Bonus,  we'd  like  to 
send  you  Value  Line's  latest  full-page  Re- 
ports on  each  of  1600  stocks  under  con- 
tinual review  These  come  to  you  ready  for 
instant  use,  fully  indexed  and  loose-leaf 
bound  in  the  Investors  Reference  Service 
(sold  separately  for  $45) .  .  and  will  be 
systematically  updated  by  new  Reports  in 
the  weeks  ahead.  Filing  takes  only  one 
minute  a  week. 

These  comprehensive  Reports  cover 
almost  every  stock  that's  likely  to  be  of 
interest  to  you.  The  1600  stocks  covered  by 
Value  Line  account  for  approximately  96% 
of  all  dollar  trading  volume  in  the  U.S. 
equity  markets.  With  Value.  Line,  you're 
really  "well  armed." 

A  typical  Value  Line  full-page  Report 
on  a  stock  includes  22  series  of  vital  finan- 
cial and  operating  statistics— going  back  15 
years  and  estimated  3  to  5  years  into  the 


future — plus  ratings  and  estimates  of  rel- 
ative Price  Performance  in  the  next  12 
months,  long-term  percentage  Apprecia- 
tion Potential,  Safety,  and  current  Yield  and 
P/E  compared  to  past  norms.  About  125 
Reports  are  issued  every  week— 1600 
every  13  weeks,  in  regular  sequence. 

Stocks  to  Avoid  Now 

Because  Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1600  stocks,  you 
can  quickly  and  easily  identify  which  stocks 
we  currently  rate  relatively  best  and  worst 
for  your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks  currently 
rated  below  average  for  Performance  in 
the  year  ahead. 

In  addition  to  the  full-page  Reports. 
Value  Line's  key  investment  ratings  and 
measurements  for  all  1600  stocks  are  up- 
dated EVERY  WEEK  in  our  24-page  weekly 
Summary  of  Advices.  With  Value  Line,  you 
are  never  left  "hanging." 

Special  Invitation 

If  you're  an  independent  investor— if  you 
call  your  own  shots— you  should  settle  for 
nothing  less  than  the  best.  So  we  invite  you 
to  let  us  send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the  next  12 
months.  Plus  two  immediate  bonuses— 
the  two-volume  Investors  Reference  Ser- 
vice (described  above)  and  our  penetrating 
new  64-page  guide  book,  "Investing  in  Com- 
mon Stocks. " 

Money  Back  Guarantee:  You  take  no  risk  in 
accepting  this  offer.  If  you're  not  satisfied 
with  Value  Line  for  any  reason  at  all,  just 
return  the  material  you  have  received  with- 
in 30  days  for  a  full  refund  of  your  subscrip- 
tion fee. 

Or  if  you  prefer— and  if  no  member  of 
your  household  has  subscribed  to  Value 
Line  in  the  past  two  years— you  may  take 
an  introductory  10-week  trial  for  only  $29 
You  get  the  same  bonuses  and  the  same 
money-back  guarantee. 

Please  give  us  your  instructions  on  the 
coupon  below  and  mail  it  today 


The  Value  Line  Investment  Survey 


NAME  (please  pnnll 


ARNOLD  BERNHARD  &  CO  ,  INC  «5  EAST  44TH  STREET-NEW  YORK.  N  Y  10017 

D  Please  enter  my  annual  subscription  to  The  Value 
Line  Survey  and  send  me  as  a  bonus  The  Investors 
Reference  Service  and  the  booklet,  "Investing  in  Com-  signature 
mon  Stocks"  tor  $285.  (There  are  no  restrictions  with 
this  offer.) 

D  Payment  enclosed  O  Bill  me  for  $285 

□  I  prefer  a  special  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two 
years)  and  send  me  the  Investors  Reference  Service 
and  the  booklet  "Investing  in  Common  Stocks"  as 
bonuses  My  check  or  money  order  for  $29  is  en- 
closed (Trial  subscriptions  must  be  accompanied  by 
payment.) 


416T01 


STATE  ZIP 

Not  assignable  without  subscriber  s  consent.  Foreign  rates 
on  request.  Subscription  fees  are  fully  tax-deductible  (NY 
residents  add  applicable  sales  tax  ) 
GUARANTEE  If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  for  a  full  refund  of  the  fee  I 
have  paid 


Money  And  Investments 


Commodities 


For  The  Gold  Bugs 

By  Stanley  W.  Angrist 

". . .  The  speculative  outlook  for  gold  in 
coming  months  seems  bullish  to  me  . . ." 


^Speculators  who  want  a  play  on  the 
price  of  gold  apparently  like  variety. 
There  are  at  least  six  different  ways 
to  indulge  their  taste.  However,  the 
important  point  is  not  the  quantity 
but  the  quality  of  the  different  trad- 
ing vehicles.  Which  offers  the  best 
opportunities?  That  question  has  been 
at  least  partially  answered  by  Gail 
Levey  of  the  Shearson  Hayden  Stone 
Commodity  Research  division.  I  found 
her  recent  study  interesting  enough  to 
pass  on  to  you. 

Since  late  1972  gold  has  experi- 
enced both  a  strong  bull  market  and 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


a  devastating  bear  market.  The  Shear- 
son  study  has  used  these  two  periods 
to  compare  the  performances  of  the 
various  gold-trading  vehicles.  It  was 
assumed  that  all  purchases  for  the 
bull  market  were  made  at  the  lows 
reached  during  the  fourth  quarter  of 
1972,  and  that  profits  for  these  pur- 
chases were  taken  in  the  second  quar- 
ter of  1974,  as  most  stocks  reached 
their  peaks  at  that  time.  Though  bul- 
lion and  futures  prices  moved  higher 
until  the  end  of  the  year,  the  cost  of 
either  holding  the  bullion  or  switch- 
ing forward  to  a  new  futures  contract 
would  to  a  large  extent  have  elimi- 
nated the  additional  profits  that  could 
have  been  achieved  had  the  positions 
been  held  until  that  time. 

Five  different  trading  vehicles  were 
compared:  1)  a  portfolio  consisting 
of  200  shares  each  of  three  New  York 
Stock  Exchange  gold  mining  shares 
(A.S.A.,  Dome  Mining  and  Home- 
stake)  purchased  on  a  cash  basis; 
2)  the  same  stocks  bought  on  65% 
margin;  3)  a  portfolio  of  12  represen- 


tative South  African  gold  mining 
stocks  traded  over-the-counter;  4)  400 
ounces  of  gold  bullion;  and  5)  a  400- 
ounce  futures  contract  traded  on  the 
Winnipeg  Commodity  Exchange.  (At 
the  time  the  bull  market  began,  it  was 
illegal  to  trade  or  hold  gold  bullion  or 
gold  futures  contracts  in  the  U.S.) 

The  interest  which  might  have  ac- 
crued on  the  cash  tied  up  in  each  in- 
vestment was  considered  to  be  an  ad- 
ditional cost,  as  were  storage  costs  on 
the  bullion.  Because  it  was  impos- 
sible to  hold  a  single  futures  contract 
for  the  entire  18  months  in  each  study 
period,  the  cost  of  switching  out  of  a 
maturing  contract  into  a  more  distant 
contract  was  also  included  as  an  ad- 
ditional cost. 

The  bull  market  treated  everyone 
well,  as  can  be  seen  in  the  top  part 
of  the  table.  Obviously,  the  futures 
position  showed  the  highest  percent- 
age gain,  as  it  was  the  most  highly 
leveraged.  (Of  course,  this  leverage 
also  made  it  the  most  risky,  as  is  made 
very  clear  in  the  lower  part  of  the 


The  Ups  And  Downs  Of  Investing  In  Gold 


Those  enamored  of  investing  in  gold  can  readily  com- 
pare in  the  table  below  the  performances— in  both  bull  and 
bear  markets— of  five  vehicles  available  to  them.  The  bull 


market  ran  from  the  fourth  quarter  of  1972  through 
1974's  second  quarter;  the  bear  market  from  the  first 
quarter  of  1975  through  the  third  quarter  of  1976. 


Value  of  Initial  Total  Profit  Percentage 

Original       Acquisition     Additional         Cash         Liquidation  or  Profit  or 

Investment*        Cost  Costt  Outlay  Value**  (Loss)  (Loss) 


BULL  MARKET 

Listed  Stocks 


(a)  Cash 

$24,990 

$24,990 

$  4,374 

$29,364 

$  98,444 

$69,080 

235% 

(b)  Margined 

24,990 

16,415 

4,374 

20,789 

98,444 

69,080 

323 

OTC  Stocks 

29,821 

29,821 

5,218 

35,039 

105,838 

70,799 

202 

Bullion 

24,000 

24,000 

4,320 

28,320 

72,000 

43,680 

154 

Futures  Contract 

25,167 

2,875 

6,075 

8,950 

74,560 

43,318 

484 

BEAR  MARKET 

Listed  Stocks 


(a)  Cash 

$76,806 

$76,806 

$12,289 

$89,095 

$  34,425 

($54,670) 

(61% 

(b)  Margined 

76,806 

39,156 

26,402 

65,558 

34,425 

(  54,670) 

(83) 

OTC  Stocks 

84,915 

84,915 

13,587 

98,502 

25,153 

(  73,349) 

(74) 

Bullion 

74,400 

74,400 

11,904 

86,304 

41,200 

(  45,104) 

(52) 

Futures  Contract 

82,180 

4,980 

41,100 

46,080 

0 

(  46,080) 

(100) 

'Includes  commissions.  tlncludes  the  interest  charge  on  margined  stocks,  the  foregone  interest  on  stock  or  bullion  purchases  and  the  cost 
of  switching  a  maturing  futures  contract  to  a  deferred  one.      "Includes  dividends  received  on  stocks.  Credit:  Shearson  Hayden  Stone. 
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b.  )  The  second-best  performer 
the  margined  portfolio  of  listed 
ks,  showing  a  very  respectable 
%  gain  on  invested  capital.  Sur- 
ingly,  even  unmargined  stock  po- 
ns did  better  than  the  bullion  po- 
n.  The  portfolio  of  South  African 
[  shares  varied  widely,  with  some 
le  more  marginal  ones  hardly  ad- 
ding at  all  until  gold  moved  up 
reciably— then  they  tripled  or  even 
drupled. 

he  bear  was  as  thorough  as  the 
;  all  the  trading  vehicles  suf- 
i  in  the  down  market.  This  time 
ras  assumed  that  purchases  were 
le  at  the  highs  in  the  first  quarter 
^975  and  that  all  positions  were 
idati-d  near  the  lows  in  the  third 
rter  of  1976.  The  futures  position 
again  number  one,  this  time  at 
bottom  of  the  list  with  the  worst 
ormance.  A  trader  would  have 
1  called  on  almost  continuous- 
)  put  up  additional  margin  mon- 
ls  the  price  of  gold  dropped.  Ul- 
itely,  the  total  investment  would 
;  been  lost.  On  a  relative  basis, 
ion  fared  best  during  the  bear 
ket.  However,  when  both  markets 
considered  together,  it  is  clear  that 
ader  who  had  gone  the  listed- 
ks-portfolio  route  would  have 
i  best  of  all:  He  would  have  at 
:  realized  a  profit  ($14,410)  on 
t  sets  of  transactions  on  a  com- 
:d  basis. 

v  Now  Gold? 

^hat  is  the  speculative  outlook  for 
in  coming  months?  Most  of  the 
>le  signs  seem  bullish  to  me.  Gold 
luction   in   South  Africa  totaled 
million  ounces  in  1976,  a  slight 
ine  from  1975.  Total  world  pro- 
ion  increased  less  than  2%  during 
same  time  period.  Given  the  fact 
South  Afvica  still  produces  near- 
0%  of  the  world's  new  supply  of 
,  the  total  gold  supply  remains 
erable  to  the  political  situation  in 
hern  Africa.  Adding  further  sup- 
to  the  bullish  argument  is  the 
(whether  justified  or  not)  of  a 
rn  to  a  higher  rate  of  inflation, 
iirchase  of  the  100-ounce  Decem- 
1977  contract  below  $156  per 
:e  with  a  stop  below  $136  does 
seem  to  be  a  particularly  risky 
e  at  this  time.   The   margin  is 
00  and  the  commission  is  $45. 
those  who  are  interested  in  spec- 
ing  in  gold,  this  futures  contract 
ht  fill  the  bill.  ■ 


t  Send  today  for  one  or  both  of  these  packages  of  ^ 
Mutual  Fund  and  Stock  Market  Advice 

Municipal  Bond  Funds 

A  new  flexible  way  to  obtain  tax-free  income. 


Some  money  managers  are  calling 
these  new  funds  one  of  the  most 
popular  items  they  have  ever  offered. 
But  are  they  for  you?  What  tax  bracket 
should  you  be  in  to  buy  a  Municipal 
Bond  Fund?  What  are  the  yields,  the 


risks,  the  benefits?  These  are  some 
of  the  questions  answered  in  United 
Mutual  Fund  Selector's  new  Special 
Report.  Here  are  some  of  the  funds 
covered  in  this  Municipal  Bond 
Report.  We  also  choose  those  we  like. 


•  Dreyfus  Tax  Exempt  Fund  •  Nuveen  Municipal  Bd  Fd  •  Scudder  Managed  Municipal  Bds 

•  United  Municipal  Bd  Fd     •  Fidelity  Municipal  Bd  Fd   •  Rowe  Price  Tax-Free  Income  Fd 

407  Mutual  Funds 

Long  and  short-term  performance  comparison 
for  most  major  funds 

How  do  you  evaluate  a  Mutual  Fund?      appraisal  is  packed  with  year  by  year 
Certainly  one  vital  way  is  to  compare       facts  on  just  about  all  major  funds, 
its  performance  against  funds  as  a         We  believe  you  will  find  this  Report 
whole  and  one  another.  This  revealing     a  valuable  aid  to  your  judgement. 
You  will  also  receive  2  complete  issues  of  United  Mutual  Fund  Selector. 
^This  entire  package  of  Mutual  Fund  information  and  advice 

>-      25  Active  Stocks 

BUY?  HOLD?  SELL? 

Facts,  figures,  analysis,  appraisal  of  risk, 
and  specific  buy,  hold,  sell  advice. 


only  |$2l 


Am  Home  Prod 
ATT 
Chrysler 
Citicorp 
Dow  Chemical 


East  Kodak 
Exxon 
Gen  Elec 
Gen  Motors 
Gulf  Oil 


ITT 

Kresge 
Mid-SoUtil 
Natl  Semi  Cond 
Occid  Petr 


Pan  Am  Air 

Polaroid 

RCA 

Searle(GD) 
Sony 


Southern  Co 
Std  Oil  Cal 
Texaco 
Westinghouse 
Xerox 


75  Utility  Stocks 

Evaluation  against  14  criteria  plus  specific  buy,  hold,  sell  advice. 

Here  are  just  a  few  of  the  stocks  that  are  covered: 


Am  Elec  Pwr 
Ariz  PubSer 
Atlanta  City 
Bait  G  &  E 


Boston  Ed 
Carolina  Pow 
Cents  &W 
Cent  Maine 


Duquesne  Lt 
Fl  Pwr  Lt 
GenPubUtil 
Gulf  States 


Hawaiian  Elec 
Houston  L  &  P 
Idaho  Pwr 
Illinois  Pwr 


NY  State  El 
No  States  Pwr 
Ohio  Ed 
OklaG&E 


Pacific  G  &  E 
Penn  Pwr 
PhilaElec 
Potomac  Elec 


^This  entire  package  of  Stock  Market  and  Investment  Advice . . .  only 

Bonus  Tax  Book  M^ 

Yours  as  a  bonus  without  extra  charge  when  you 
order  one  or  both  of  these  investment  packages:  A  concise 
explanation  of  the  Tax  Reform  Act  of  1 976.  Its  impact  is  so  broad 
that  virtually  every  taxpayer  classification  is  affected-  individuals, 
corporations,  partnerships,  estates,  and  trusts-both  at  home 
and  abroad. 

Save  by  ordering  both  packages  and  receive: 
Mutual  Fund  and  Stock  Market  Advice,  plusTax  Book . .  only 


FILL  OUT  COUPON  AND  MAIL  TODAY 


UNITED  Business^Investment  Service 

210  Newbury  St.,  Boston,  Massachusetts  021 16 

Please  send  me  the  following 
Name__  package(s)  of  investment 

advice- plus  Tax  Book  at  no 
extra  charge 

□  Mutual  Funds  Package   $2 

□  Stocks  Package   $2 

 Zip   D  Both  Packages   $3 

Offer  open  to  new  Guest  Subscribers  only.  Not  assignable  without  your  consent.  A 


Address  


City. 


State. 
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Money  And  Investments 


Stock  Trends 


How  To  Finance 

A  College  Education 

By  Richard  B.  Hoey 

". . .  Unless  the  company  goes  bankrupt,  you  can  be 
sure  of  receiving  more  than  your  money  back  . . ." 


appose  you  are  saving  money  for 
a  child's  college  education  in  15  to  20 
years.  You  just  can't  risk  losing  any 
of  the  principal  of  your  savings,  but 
you'd  like  to  participate  in  the  rise  in 
stock  prices  that  will  probably  occur 
in  the  next  decade  after  the  flat 
stock  market  of  the  last  decade.  What 
can  you  do? 

A  good  choice  is  to  invest  in  a  port- 
folio of  discount  convertible  bonds  of 
high-quality  companies.  You  can  buy 
convertibles  selling  at  a  discount  to 
their  value  at  maturity.  At  maturity, 
you  will  receive  $1,000  principal  for 
each  bond. 

Many  convertibles  mature  in  the 
1990s  when  you  would  need  the  funds 
for  college.  Unless  the  issuing  compa- 
ny goes  bankrupt,  you  can  be  assured 
of  receiving  more  than  all  of  your 
money  back  at  maturity.  Nearly  all 
bonds  are  callable  only  at  $1,000  or 
higher  ( 100  or  higher,  in  the  language 
of  the  bond  market).  Thus  you  should 
have  no  risk  of  losing  principal  if  your 
discount  convertibles  are  called.  You 
will,  in  fact,  have  a  profit  if  the  bonds 
are  called  and  will  then  need  to  be 
sure  to  reinvest  the  proceeds  into  a 
new  investment  that  is  just  as  safe. 

Two  Key  Factors 

I  have  picked  four  discount  con- 
vertibles of  major  high-quality  com- 
panies suitable  for  such  a  portfolio. 
After  each  bond  I  have  listed  its 
price,  its  conversion  premium  and  its 
current  yield.  The  four  recommended 
discount  convertibles  are  Ford  Motor 
Credit  4.5%  1996  (79,  7.1%,  5.7%); 
J. P.  Morgan  4.75%  1998  (83,  29.2%, 
5.7%);  Owem-lllinois  4.5%  1992  (94, 
1:4%,  4.8%);  and  Pfizer  4%  1997  (78, 
32.3%,  5.1%).  In  addition,  U.S.  Steel 
5.75%  2001  (91,  21.1%,  6.28%)  is  an 
attractive  discount  convertible,  but  it 
won't  mature  for  24  years. 

Mr.  Hoey  is  a  vice  president  and  invest- 
ment strategist  at  Bache  Haheij  Stuart. 


There  are  two  key  concepts  tint 
investors  in  convertibles  should  under- 
stand: premium  over  conversion  val- 
ue and  recoupment  period.  Conversion 
value  is  what  the  new  shares  would 
be  worth  if  you  converted  your  bond 
today.  For  example,  the  J. P.  Morgan 
bonds  are  convertible  into  12.50 
shares.  With  the  stock  at  S5 1.375,  the 
conversion  value  is  12.50  times 
$51,375,  or  $642  per  bond.  The  cur- 
rent bond  price  of  $830  is  129%  of 
the  conversion  value  of  $642,  so  the 
premium  over  conversion  is  29%.  The 
common  stock  would  need  to  show  a 
29%  rise  in  price  before  you  could 
break  even  on  conversion. 

Mathematical  Check 

How  high  should  the  conversion 
premium  be? 

One  way  to  decide  this  factor  is  to 
calculate  how  many  years  the  conver- 
tible needs  to  be  held  for  the  higher 
yield  on  the  convertible  to  complete- 
ly compensate  for  the  possible  loss  of 
the  conversion  premium.  For  exam- 
ple, the  Morgan  bond  yields  5.7% 
while  the  stock  yields  3.89%.  If  you 
divide  the  29%  conversion  premium 
by  the  1.81%  yield  difference  between 
the  bond  and  the  stock,  you  will  dis- 
cover that  it  would  take  16  years  to 
recover  the  conversion  premium.  If 
the  common  stock  dividend  rose  over 
the  period,  the  recoupment  period 
would  be  even  longer.  This  makes  us 
regard  the  Morgan  bond  as  less  at- 
tractive than  the  stock  except  for 
long-term  holders  who  need  assur- 
ance of  principal  safety.  Many  inves- 
tors would  be  better  off  putting  70% 
of  their  planned  investment  into  Mor- 
gan stock  and  30%  into  straight  debt. 
The  Morgan  nonconvertible  8%  1986 
yields  about  7.8%. 

The  Owens-Illinois  bonds  are  much 
more  attractive  compared  with  the 
underlying  stock.  The  current  yield  on 
the  bonds  is  4.76%,  0.91%  more  than 
the  3.85%  vield  on  the  common  stock. 


Dividing  the  0.91%  yield  difference  in- 
to the  conversion  premium  of  onl) 
1.37%  gives  a  recoupment  period  of 
only  1.5  years. 

As  a  general  rule,  a  recoupment 
period  of  under  five  years  is  reason- 
ably attractive  and  a  recoupment  pe- 
riod of  under  three  years  is  very  at- 
tractive, unless  there  is  a  risk  that  the 
bond  may  be  called.  With  the  Owens- 
Illinois  bond  selling  at  around  94, 
there  is  no  call  risk. 

The  reason  why  it  is  helpful  to  cal- 
culate the  recoupment  period  as  well 
as  the  conversion  premium  is  that  the 
proper  level  for  the  conversion  pre- 
mium is  dependent  on  the  stock  yield. 
For  example,  the  Kresge  6%  1996  sells 
at  a  conversion  premium  of  18.2%.  But 
since  the  current  yield  on  the  bond 
at  5.36%  far  exceeds  the  0.95%  yield 
on  the  stock,  the  recoupment  period 
is  only  4.1  years.  In  contrast,  the  W.R. 
Grace  6.5%  1996  sells  at  a  conver- 
sion premium  of  only  5.2%.  But  with 
a  bond  yield  of  6.31%,  only  0.45% 
higher  in  yield  than  the  5.86%  yield 
on  the  stock,  the  recoupment  period 
works  out  to  11.6  years.  Thus,  con- 
version premiums  should  be  higher 
where  the  yield  on  the  underlying 
stock  is  low. 

Fluctuations 

When  convertibles  rise  substantial- 
ly above  100,  their  conversion  pre- 
miums drop  toward  zero.  This  is  be- 
cause they  offer  a  lower  yield  and  are 
subject  to  being  called  at  any  time.  As 
long  as  the  premium  is  1%  or  less,  I 
would  be  willing  to  accept  the  risk  of 
a  possible  call  in  order  to  obtain  bet- 
ter protection  than  in  the  stock  in  a 
declining  market. 

Conversion  premiums  and  recoup- 
ment periods  change  daily.  Some  ac- 
tive traders  monitor  the  relationship 
between  the  bond  and  the  underlying 
stock  carefully  and,  when  conditions 
warrant,  switch  back  and  forth  be- 
tween the  two  securities.  ■ 
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The  Funds 


und  Favorites 


inever  stocks  like  Eastman  Ko- 
McDonald's,  Digital  Equipment 
tternational  Paper  get  bombed  in 
market— as  those  and  many  an- 
•  have  been  at  some  time  in  the 
quarter— fund  managers  wince  a 
nd  then  kiss  them  goodbye.  Who 
s  to  be  saddled  with  current  los- 
it  a  quarter's  end,  when  fund 
:holders  can  easily  see  what  a 
iger  has  been  buying  and  selling? 
how  fund  managers'  passions 
and  wane  is  to  be  seen  concise- 
Vickers  Favorite  50,  which  for 
a  quarter  of  a  century  has  been 
ing  the  most  popular  stocks  and 
itries  held  by  the  funds, 
le  only  certainty  has  been  IBM. 
number  one  holding  in  virtually 
'  period  since  1971,  it  remains  so 
r  despite  court  cases  and  anti- 
threats  (see  p.  74).  The  funds, 
over  $2  billion  worth  of  IBM, 
than  double  their  holding  of 
other  stock.  (Bank  trust  funds, 
included  in  the  Vickers  survey, 
even  more  IBM  than  the  funds.) 
big  change  at  the  top  at  last 
end  was  AT&T,  whose  star  has 
in  recent  years  along  with  tele- 
e  rates.  It  is  now  up  to  third 
in  fund  holdings,  and  may  well 
nudged  out  Exxon  for  second  at 
nd  of  1977's  first  quarter.  Gen- 
Motors,  which  was  number  two 
:ade  back  but  fell  to  eighth  place 
g  the  oil  embargo  and  subse- 
t  recession,  is  back  to  fourth, 
e  interesting  thing  about  the 
rs'  list  today  is  the  unexpected 
s  it  contains.  Philip  Morris  has 
ed  from  11th  to  fifth  in  a  few 
,  while  minicomputer  maker  Dig- 
iquipment,  now  sixth,  was  not 
on  the  top  50  list  in  1971. 
mberger  Ltd.,  in  electronics  and 
ic  drilling,  jumped  from  21st  a 
or  so  ago  to  a  tenth-place  tie 
Burroughs;  but  recently  it  seems 
ve  been  pruned  by  nervous  mon- 
magers. 

be  a  multinational  drug  compa- 
nd  most  drug  companies  are  mul- 
anals— was  apparently  the  worst 
ast  year.  Johnson  &  Johnson  and 
er-Lambert  vanished  from  the 
50  list,  while  Schering-Plough, 
»1-Myers  and  Merck  fell  sharp- 

the  list.  So  did  Minnesota  Min- 
md  Eastman  Kodak,  consumer 


product  and  chemical  multinationals. 

In  fact,  the  entire  drug  and  chem- 
ical group  fell  from  16%  of  fund  hold- 
ings at  the  end  of  1975  to  11.6%  a 
year  later,  and  was  still  sinking  in  the 
first  quarter  of  this  year.  The  finance, 
insurance  and  banking  group,  over 
7%  of  fund  holdings  in  the  early  1970s, 
has  fallen  so  sharply  (to  1.4%)  that 
only  Travelers  Corp.  is  left  on  the  top 
50.  But,  interestingly,  several  savings 
and  loan  associations  have  shown  up 
on  Vickers'  second  50  of  late. 

Metals  and  mining  issues  are  now 
completely  gone  from  the  top  50,  as 
compared  with  the  4%  they  represent- 
ed as  recently  as  1973.  But  the  oil 
and  natural  gas  issues,  not  surprising- 
ly, have  been  the  big  gainers.  They 
are  now  the  largest  single  group,  ac- 
counting for  fully  one-fourth  of  all  the 
issues  in  the  top  50. 

Do  all  these  changes  mean  that  as- 
tute fund  managers  were  selecting  the 
stocks  destined  to  outperform  the  mar- 
ket? In  years  past,  an  index  of  the 
Vickers  top  50  frequently  outper- 
formed the  DJI  and  the  S&P  500.  But 
seldom  in  the  last  few  years. 

Chalk  up  one  more  piece  of  evi- 
dence in  favor  of  simply  buying  the 
averages,  rather  than  attempting  to 
outperform  them. 


The  Lucrative  Habit 


The  $2-billion  Vanguard  Group  of 
funds  made  quite  a  splash  in  Febru- 
ary when  it  switched  from  a  load  to  a 
no-load  status.  Sagging  sales  and  per- 
sistent redemptions  by  investors  were 
the  chief  reason  for  the  move. 

Perhaps  Vanguard  should  take  a 
cue  from  Fidelity  Management's  Des- 
tiny Fund  (assets:  $50  million).  Des- 
tiny is  enjoying  record  sales,  even 
though  investors  pay  dearly  for  the 
privilege  of  getting  in. 

Destiny  is  sold  only  via  a  contrac- 
tual accumulation  plan,  meaning  the 
investor  must  agree  to  pay  a  set 
amount  of  money  monthly  into  the 
fund  for  ten  or  15  years.  Lump-sum 
investments  are  not  allowed. 

The  price  of  admission:  Normally 
one-half  of  the  investor's  first-year 
payments  are  pocketed  by  Fidelity 
and  the  dealers  as  "sales  and  creation 


GROWTH 
IS  ALIVE 


Many  leading  growth  stocks  are 
now  selling  well  below  their 
all-time  highs  while  their 
earnings  per  share  and  dividends 
have  risen  to  new  peak  levels. 

Some  investors— sensitive  to 
good  value— realize  this  and  are 
buying.  Others,  however,  will 
probably  wait  until  the  top  of 
the  market  to  buy.  SAD. 

Can  we  interest  you— NOW? 

T.R0WE  PRICE 

GROWTH  STOCK  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

For  more  complete  information,  including 
the  management  fee  and  other  charges  and 
expenses,  obtain  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 

800-638-1527 

If  busy,  or  in  Maryland  call 
301-547-2136  collect. 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E.  Ins. 
and  stockholders.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  venture  Capital  Assistance. 
Must  be  sincere  with  well-rounded  busi- 
ness background.  Instant  Hi  income  for 
right  person. 

$U.S.  14,400  Cash  Will  Handle 

For  details  write  living  phone  no.  to:  Dept.  21,  Computer  Capital  Corp. 
6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  S0028 
OR  Call  Mr.  Vander:  (213)  463-4841 


Proud  o!  our  past 


confident  of  our  future 
Tempieton  Growth  Fund 

A  mutual  fund  seeking  long-term 
growth  through  investments  in  U.S.  & 
Foreign  securities.  Free  brochure  & 
prospectus  from  . . . 

■m  Securities  Fund  Investors  fo-4  i  » 

|  P.O.  Box  335  Hohokus,  N.J.  07423 

I 
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charges."  The  sales  charge  then  drops 
to  a  lower  level,  but  after  15  years 
the  small  .  ;vestor  will  have  paid  just 
about  9%  of  his  money  in  sales  fees.— 
the  highest  rate  permissible  by  law. 

The  charges  don't  end  here  more- 
over. There  are  "service"  fees  and 
c  ustodian"  fees  as  well  as  the  usual 
management  fees  and  administrative 
expenses.  After  two  years,  barely  two- 
thirds  of  the  investor's  money  is  work- 
ing for  him. 

What's  the  reaction  of  investors 
to  the  plethora  of  fees?  They  don't 
seem  to  mind  them  a  bit. 

Destiny  has  had  net  sales  for  every 
month  of  its  nearly  seven-year  exist- 
ence. Last  year  contractual  sales  were 
up  58%  over  1975,  and  1975  was  up 
85%  from  1974.  This  year  promises 
to  be  more  of  the  same. 

Under  the  law,  a  person  signing  up 
for  a  contractual  plan  has  45  days 
to  pull  out  and  get  all  his  expenses 
back.  More  important,  for  the  type  of 
plan  Fidelity  is  pushing,  the  investor 
has  18  months  to  withdraw  and  get 
the  bulk  of  his  expenses  back.  Bro- 
ker-dealers don't  like  the  idea  of  an 
18-month  call  on  commissions. 

How  does  Fidelity  get  around  that? 


Answers  William  Kallenberg,  presi- 
dent of  Fidelity  Distributors:  "We  in- 
stalled the  no-recourse  plan.  We 
slightly  reduce  the  commission  to  the 
broker.  If  after  that  45-day  period 
and  before  18  months  is  up,  the  plan 
terminates,  then  we,  Fidelity,  bear 
the  refund  expense  on  that."  But  that 
happens  on  only  7%  of  the  plans. 


".  .  .  Normally  one-half  of 
the  investor's  first-year 
payments  are  pocketed  by 
Fidelity  and  the  dealers  .  .  . 


Surprisingly,  over  18%  of  Des- 
tiny's assets  are  from  institutional  in- 
vestors. "We  have  a  fair  number  of 
pension  and  profit-sharing  plans  that 
buy  this  fund  on  a  systematic  basis," 
says  Kallenberg  with  pride.  That's 
because  for  large  monthly  payments, 
the  sales  charges  drop  dramatically. 
For  the  maximum  $5,000  monthly 
payment,  the  average  sales  load  over 
ten  years  is  only  1%,  and  that's  small 
change  to  get  into  a  fund  that  has 


excellent  performance  going  for  il 
Between  1971-76,  Destiny  apprq 
ciated  59%  vs.  the  average  mutua 
fund's  9%.  So  far  this  year  the  fun 
is  up  3%  against  a  6%  decline  for  tn 
S&P  500. 

Even  so,  the  individual  investor  wil 
be  in  a  loss  position  for  probably  th 
first  two  or  three  years  of  the  plal 
— the  heavy  charges  eating  up  tn 
gains.  Why  wouldn't  he  put  his  morj 
ey  into  a  good  performing  no-loai 
fund  such  as  the  Contrafund,  whic 
is  also  managed  by  Fidelity? 

Bill  Kallenberg  has  an  answer  fc 
that:  "It's  contrary  to  human  natal 
to  take  a  loss.  A  front-end  load  lik 
ours  is  a  built-in  loss.  By  the  time  a 
investor  reaches  the  break  even  point 
he  has  gained  a  habit  of  making  th 
payments. 

"People  who  set  up  voluntary  plans 
three  out  of  four,  quit  making  pav 
ments  in  three  years.  In  a  plan  lilc 
ours,  72%  of  those  who  begin  corrj 
plete  the  plan." 

Fidelity  is  cashing  in  on  a  welj 
known  fact  of  life— the  only  way 
goodly  number  of  people  can  set  moi 
ey  aside  is  through  a  form  of  force 
savings.  ■ 
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HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$16.05.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
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BUSINESS  OPPORTUNITIES 

$25  MILLION 

Available  for  Mergers. 
Is  your  company  for  sale? 

Call  (216)  743-5014 

BEAT  THE  TAX  BITE 

Create  your  own  off-shore  invest- 
ment and  business  base  by  setting 
up  yr  own  company  in  the  tax-free 
Cayman  Islands.  Security  and  pri- 
vacy assured.  Complete  manage- 
ment service  provided  by  Cayman's 
oldest  established  management 
firm.  Write  AIRMAIL  Price  &  Co., 
Box  679W  BNS  Big  Grand  Cayman, 
BWI. 

SALES  MEETINGS 


Wm 


BUSINESS  SERVICES 


SALES  FINANCING 


If  your  firm  sells  any  service  on  tin 
payments  and  you  need  improw 
working  capital       call  now 


CALL  TOLL-FREE 
(800)  821-2157 


: 


FUNDS  AVAILABLE 

FUNDS  AVAILABL 

Independent  Comm'l  Finance 
renders  immed.  decisions,  low 
rates  on  Accts  Rec,  Inv.  Fin.J 
Clean  ups),  Mach.,  Equip.,  F 
Leasing,  Venture  Capital,  Mtg  C< 
mitts,  2nd  Mtgs,  Acquisitions.  E 
kers  Protected.  LIME  INT'L  COI 
509  Madison  Ave,  N.Y.C.  (212)  7 
9046. 
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IS  CARIft 
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CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


■REE  ♦  FREE  •  FREE 


REAL  ESTATE 


I  OUR  27  YEARS 
I  OF  MANAGING 


COMMON  STOCKS 


n  outstanding  performance! 

HARBINE  FINANCIAL  SERVICE 
I  Roosevelt  St.,  Closter,  N.J.  07624 

CKY  MOUNTAIN  OIL  STOCKS 
SPECIALIST 

We  specialize  in  low-priced 
er-the-counter  Energy  issues, 
for  FREE  BROCHURE 
Telephone  or  Write: 
RALPH -NEWTON,  President 
untain  Pacific  investment  Co. 
3613  West  Bowles  Ave. 
Littleton,  Colorado  80123 
Tel  (303)  795-6556 

ENTRY  .  .  .  $200,000  RETURN? 

L7.00  tax-deductible  filing  fee 
non-competitive  public  draw- 

for  oil  and  gas  leases  by  the 
ral  Government  could  return 
,000.  Free  details.  AA  Oil  & 

Inc.,  2051  East  Camelback 
i,  Phoenix,  Arizona  85016.  (602) 
7600. 


rVNERS  OF  MUTUAL  FUNDS: 

UNHAPPY  WITH  YOUR 
IND'S  PAST  PERFORMANCE? 

rn  prudent  strategy  for  trading 
mutual  funds,  new  tactics  that 
n  reduce  your  costs  and  risk! 
id  $2  for  your  sample  copy  of: 
SWITCH  FUND  ADVISORY 
lox  1454A,  Rockville,  MD  20850 

DIAMONDS 

EMERALDS 
RUBIES 

SAPPHIRES 

ity  stones  for  investment  at 
reasonable  prices.  All  dia- 
ds  are  sold  with  a  quality 
/sis  report  from  the  world's 
ng  grading  laboratory 
DERS  CALIFORNIA 
1  Algonquin,  Huntington  Beach, 
lifornia  92649  (714)  846-3143 

AIRCRAFT 


isiness  and  commercial 
:t  aircraft  of  all  types 
available  for  bids 


ehvmhivu  a  t miniimt,  noon 

!)331-B000  P      TLX  89-2587 


MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

maintain  profiles  on  hundreds 
■ofessional  representatives  in 
elds.  U.S.  and  foreign  coun- 

No  charge  service  to  manu- 
rers.  •  Monthly  Newsletter, 
Letter,  Bulletins,  and  many 
ial  benefits  for  reps  and  manu- 
rers.  Details:  806  Broadway, 

9  Kansas  City,  Missouri  64105 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

jfacturers'  Agents'  Newsletter 
you  which  firms  are  looking 
ipresentatives,  the  firm's  prod- 
line  and  territories  available, 
nformation  write:  Manufactur 
\gents'  Newsletter,  Dept.  178A. 
3  Prospect  Avenue,  Farming- 
vlichigan  48024. 


Strout  WHO??? 
STROUT  REALTY! 

First  in  COUNTRY  Property! 

Big  Catalog  FREE  -  nearly  6,000 
selected  Best  Buys!  -  from  Lake 
Cabins  to  Cattle  Ranches.  Farms  to 
Lovely  Country  Homes  All  Across 
America  -  since  1900.  Get  Ac- 
quainted -  get  excited  —  in  the 
Wonderful  World  of  our  SPRING 
CATALOG! 

STROUT  REALTY,  Inc. 

60  E.  42nd  St.  (Dept.  171) 
New  York,  N.Y.  10017 


280  ACRES  FOR  $4,950.00 

Large  sprawling  property  ideal  for 
cattle  ranching,  investment,  and 
homesteading.  In  Paraguay,  (con- 
sidered by  investors  "The  Switzer- 
land" of  South  America).  Tax  bene- 
fits for  cattle  ranching!  For  details 
and  terms  write  M.  Lee  286  Law- 
rence Avenue  West.  Apt.  FBP  Tor- 
onto, Canada  M5M  3A8 


Servinq  Vou  a 
Better  Wan. 

through  franchisee1 
offices  from 
coast  to  coast. 


Realty  USA 

3855  Lucas-Hunt  Road  •  St.  Louis,  MO  63121 


LOOKING  FOR  REAL  ESTATE? 

□  Maine    IZlMass.  Vt.    DNe*  Hampshre 

100's  of  Pictorial  Listings.  Tax  ratos.  Town 
data. AM  Inquiries  Confidential  .FREE  Search 
Service.  $1  per  copy  -  $10  annual  subscrip- 
tion per  state.  Check  square(s)  above. 

REAL  ESTATE  GUIDE 

Box  999AL  Andover,  Mass.  018)0 

CONVENTION  PRODUCTIONS 


The 

Experienced 
"Meetings  People" 

Producers  ot  Successful  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  •  Films  •  Dramatizations 
•  Entertainment 

JV/P 

Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washington  • 
Atlanta  •  Houston  *  San  Francisco 


CONVENTION  SPEAKERS 

MAY  2-6  SPEAKERS  SHOWCASE 

Exciting  presentations,  100  top 
convention  speakers,  trainers,  fabu- 
lous week.  Best  motivational,  sales, 
management,  entertainment,  all 
types.  Phone  Dr.  DuPree  Jordan  Jr 
(404)  231-2133,  SUCCESS  LEADERS 
SPEAKERS  SERVICE,  3121  Maple 
Drive  N.E.,  Suite  1,  Atlanta,  Georgia 
30305.  Tremendous  opportunity, 
audition  talent,  share  ideas. 


Looking  for  dramatic  capital  appreciation7 

INVEST  IN  CANADIAN 
ACREAGE  from '47  AN  ACRE 

A  12-year  record  of  excellent  per- 
formance to  Investors:  Participate 
for  potential  profits. 


ONE  YEAR  EXCHANGE  PRIVILEGE 


Free  catalogue  write: 

CANADIAN  ESTATE  Dept.  fob 
286LawrfinceAve.W.Toronto,0nt.Canada  M5M3A8 


WEST  CENTRAL  FLORIDA 

Farms  -  Ranches  —  Homes  —  Wat- 
erfront —  Business  —  Investment 
Property.  Various  sizes;  types;  lo- 
cations; prices.  Contact: 

Ruth  NEW-LANDS  Inc. 

Reg.  Real  Estate  Broker 
Hwy.  50  E.,  P.O.  Box  536,  Brooks- 
ville,  FL  33512.  Office  (904)  796- 
4905.  Aft.  Hrs.  (904)  796-4058.  Free 
Brochures. 


FREE  CATALOG 

Big,  Free  1977  Catalog  describes 
and  pictures  more  than  2,500 
farms,  ranches,  acreages,  recrea- 
tional properties,  businesses,  town 
a"nd  country  homes  in  39  states 
coast  to  coast!  Please  specify  type 
and  location  preferred. 

UNITED  FARM  AGENCY 
612-YW.  47th,  Kansas  City,  MO  641 12 

MONEY  TO  LOAN 


CAPITAL  $$  AVAILABLE!! 

Business  Loans,  New  Ventures, 
Expansions,  Operating  Capital. 
BROKERS  INVITED  &  PROTECTED! 
Dept.  #28,  Box  5470 
Cleveland,  OH  44101 
ph.  (216)  521-3735  or  961-9100 
STULL  &  CO.,  Since  1870 


NEW  BUSINESS  OFFERINGS 

MONEYMAKER 

Portraits  by  computer.  T.V.  Camera 
takes  photo  and  feeds  into  com- 
puter. 20  seconds  later  exact  like- 
ness is  printed  in  letters,  numbers 
&  symbols.  Portrait  can  be  trans- 
ferred to  T-Shirts,  Tote  Bags  & 
other  saleable  items.  Excellent  high 
earning  potential.  Find  out  how 
you  can  own  this  exciting  system 
by  calling  or  writing  to: 

COMPUTER  SKETCH,  INC. 
810  Memorial  Drive 
Cambridge,  Massachusetts  02139 
(617)  661-4580 

PERSONAL  SERVICES 


UNDER  PAID?  OVER  PAID? 

What  am  I  worth  to  this  company? 
What  will  I  be  worth  to  another 
company  -  if  -  I  need  to  make  a 
change-Executive  Salary  Analysis 
lets  you  make  an  expert  appraisal 
of  your  worth  and  your  saleable 
talent.  Send  $3.95  to: 
Executive  Salary  Research  Co. 
Dept.  FC  -377 

P.O.  Box  832  •  Lima,  Ohlc  45802 


BOOKS  &  PERIODICALS 

GUIDES  TO  SAUDI  ARABIA 
&  OTHER  KEY  LOCATIONS 

Guide  to  Multinational  Business 
#1  covers  Saudi  Arabia  in  depth. 
100-pg  looseleaf  has  10  tabbed  sec- 
tions detailing  Saudi  markets,  busi- 
ness climate,  procedures  (includ- 
ing "consulting  fees"),  business 
services/facilities,  finance,  cultural 
considerations,  gov't  ministries, 
U.S.  firms  there,  transportation, 
communications,  hotels,  restau- 
rants, &  more;  also  hard-to-find 
maps  of  Kingdom  &  Jeddah.  1st  in 
unique  series  of  business  travel 
guides  to  key  world  locations.  Also 
fact-filled  "Insiders'  Tips  for  Pur- 
poseful Travel",  fits  in  Saudi  Guide. 
Saudi  Arabian  Guide:  $39.95;  Quar- 
terly Updates  (4):  $20;  "Tips": 
$4.95.  10%  prepayment  discount. 
Four  Corners  Group,  Publications 
Div.,  605  Market  St.,  Suite  1450, 
San  Francisco,  CA  94105. 

 AUTOMOBILES  

SAVE  $$$$  ON  NEW  1977  CARS 

Your  Detroit  Connection  offers  new 
1977  luxury  (and  other)  vehicles  at 
Detroit  prices  and  freight  to  save 
cash  buyer  hundreds.  Full  factory 
warranty.  Free  Metro  Airport  pick- 
up at  delivery.  Send  make  and 
model  desired  for  firm  quotation 
to:  BONDED  BROKERS,  2547-S 
Monroe  Blvd.,  Dearborn,  Michigan 
48124.  Phone  (313)  565-5577. 

GAMING 


FREE  DETAILS    M.C.  C0RBIN  Dept  F-4 

Box  869.  Hadio  City.Sta.  N.Y..  N.t'.  10019 


HORSE  RACING 


HORSE 
RACING  FANS! 

New!  Direct  from  Churchill  Downs. 
Betting  System.  Win  Thousands  $. 
"LONGSHOTS  ARE  FOR  SUCKERS." 
RUSH!  $9.95  to:  KENTUCKY  COLO- 
NEL HANK  JOHNSON,  1077-A  Rut- 
land Road,  Brooklyn,  N.Y  11212.  No 
^COD's.  Guaranteed!  $.  RUSH!  $9.95 


GOLF  CLUBS 


TO  BUY  GOLF  CLUBS  AT 
THE  LOWEST  POSSIBLE  PRICE, 
WRITE  OR  CALL 

Jug  Tavern  Golf  Shop 

P.O.  Box  307 
Winder,  Georgia  30680 
Phone  (404)  867-4415 
Price  list  furnished  upon  request 

ART 


COLLECTORS  SERIES 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  Collectors  Series,  Dept.  FM, 
Box  7919,  Chicago,  IL  60680. 


REACH  THE  AFFLUENT  IN 

FORBES  CLASSIFIED 
One  out  of  every  13  FORBES 
subscribers  is  a  millionaire 


FORBES:  CAPITALIST  TOOL 


"If  Freud  were  liv- 
ing at  this  hour, 

he  would  not 
have  to  ask 


'What  does 
a  woman 

want?'  The  answer 


"Something  more  than  just  racquet  hitting  ball  all 
too  often  becomes  involved.  That  is  what  is 
making  mixed-doubles  p/ay  a  fresh  battleground 
in  the  ancient  war  between  the  sexes." 


is,  a  big  serve!1  time 


Timothy  Foote.  Senior  Editor 


The  current  tennis  boom  has  been 
variously  described  as  a  sports 
phenomenon,  a  social  craze,  a 
marketing  miracle  second  only  to  the 
hula^hoop. 

Leave  it  to  TIME  Magazine  to 
discover  the  real  significance.  Mixed 
doubles  is  a  psychodrama  in  shorts 
and  sneakers;  catharsis  in  catgut  for 


bedroom  antagonisms;  a  primitive 
arena  where  all  the  cavepersons  have 
clubs.  Such  an  article  is  quintessential 
TIME:  a  nourishing  confection  of 
erudition,  wit  and  common  sense.  It's 
the  sort  of  writing  that  has  won  TIME 
more  awards  for  editorial  excellence  j 
than  any  other  magazine. 
TIME,  The  Weekly  Newsmagazine. 
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-pi  I  ,         on  the 

I  nOUghtS  . . .  Business  of  Life 


We  are  here  not  to  get  all 
we  can  out  of  life  for  ourselves, 
hut  to  try  to  make  the 
lives  of  others  happier. 
William  Osler 


Take  time  to  be  friendly  .  . 
It  is  the  road  to  happiness. 
Ei  e  won  Roosevelt 


Ambition  has  but  one  reward 
for  all;  a  little  power,  a  little 
transient  fame,  a  grave  to 
rest  in,  and  a  fading  name. 
William  Winter 


There  is  an  awful  warmth  about 

my  heart  like  a  load  of  immortality 

John  Keats 


It  is  far  more  easy  to  acquire 
a  fortune  like  a  knave  than 
to  expend  it  like  a  gentleman. 
Caleb  C.  Colton 


The  desire  for  fame 
tempts  even  noble  minds. 
St.  Augustine 


There  can  hardly  be  imagined 
a  more  desirable  pleasure  than 
that  of  praise  unmixed  with 
any  possibility  of  flattery. 
Richard  Steele 


Be  considerate— you  may  need 
help  yourself  some  day. 
William  Feather 


For  compassion  a  human  heart 
suffices;  but  for  full  and  adequate 
sympathy  with  joy  an  angel's  only. 
Samuel  Taylor  Coleridge 


How  a  little  praise  warms 
out  of  a  man  the  goodtthat  is 
in  him,  as  the  sneer  of  contempt 
which  he  feels  is  unjust 
chills  the  ardor  to  excel. 
Edward  Bulwer-Lytton 


Be  civil  to  all;  sociable 

to  many;  familiar  with  few. 

Benjamin  Franklin 


To  commiserate  is  sometimes 
more  than  to  give,  for  money  is 
external  to  a  man's  self,  but 
he  who  bestows  compassion 
communicates  his  own  soul. 
William  Mountford 


Increase  of  power  begets 
increase  of  wealth. 
William  Cowper 


Hardhearted,  severe,  dominating 
executives  may  sometimes  manage 
to  get  further  and  amass  more 
money.  But  they  get  less  genuine 
joy  out  of  life  than  the  man  of 
finer  sensibilities.  Ctiltivate  a 
warm  rather  than  a  cold  heart. 
B.C.  Forbes 


Quick  sensitiveness  is  inseparable 
from  a  ready  understanding. 
Joseph  Addison 


The  true  test  of  civilization 
is,  not  the  census,  nor  the  size 
of  cities,  nor  the  crops- 
no,  but  the  kind  of  man 
the  country  turns  out. 
Ralph  Waldo  Emerson 


There  is  nothing  so  advantageous 

to  a  man  as  a  forgiving  disposition. 

Terence 


Forgive  others  often, 
yourself  never. 

PUBLILIUS  SYRUS 


People  who  are  willing 
to  change  their  minds  show 
that  they  have  good  minds. 
Frank  Tyger 


How  beautiful  can  time  with 
goodness  make  an  old  man  look. 
Douglas Jerrold 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


To  most  people  money  is 
a  serious  thing.  They  expect 
financial  architecture 
to  reflect  this  quality. 
John  Kenneth  Galbhaith 


The  first  day  of  April,  you 

may  send  a  fool  whither  you  will. 

Thomas  Fuller 


A  Text  .  . 


Sent  in  by  David  J.  Lernei,  Hancock, 
Md.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


There  is  nothing  better  for  a  man, 
than  that  he  should  eat  and  drink, 
and  that  he  should  make  his  sold  en- 
joy good  in  his  labour. 
Ecclesiastes  2:24 
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DID  YOU 
EVER  WONDER  WHY 

IT'S  USUAUY  FIORSHEIM 

THEY  COPV? 


Florsheim  is  probably  the  most 
famous  men's  shoe  brand  in  America.  So 
when  we  come  out  with  a  new  style,  it's  not 
surprising  if  someone  copies  it.  But  we  know 
what  we  put  into  our  shoes  and  we  doubt 
that  anyone  who  copies  them  puts  in  quite 
as  much. 

Do  they  use  leather  like  we  do? 

We  make  our  shoes  from  the  finest 
calfskins,  kidskins,  the  best  of  everything. 
And  we  don't  skimp  on  the  quantity.  Some 
brands  use  synthetic  substitutes  which  are 
cheaper,  but  leather  has  qualities  that 
synthetics  haven't  yet  been  able  to  match. 

Leather  is  porous  so  your  feet  can 
breathe.  It's  soft  and  supple  so  that  it  bends 
with  your  foot  as  you  walk.  And  it  just  plain 
looks  and  feels  better  longer. 

Do  they  do  as  much  hand-detailing? 

By  the  time  a  Florsheim  shoe  is  ready 
for  you,  over  200  pairs  of  hands  have 
worked  on  it.  Because  even  though  some 
less  expensive  brands  are  made 
almost  entirely  by  machine 
we  only  use  machines 
where  they  do  a  better  job 
than  man. 

What  do  all 


those  hands  do?  Well, 
it  takes  21  steps  just 


to  sole  a  Florsheim  shoe  and  another  15  for 
the  heels.  And  that's  just  the  bottom  of  the 
shoe.  The  top  takes  even  more. 

Do  they  make  so  many  sizes? 

The  most  important  thing  about  a 
shoe  is  how  it  fits  and  feels.  So  we  make 
sure  you'll  get  a  perfect  fit  by  making  almost 
300  styles,  some  in  as  many  as  120  sizes. 
We  make  sure  our  shoes  will  feel 
comfortable  whether  you're  walking  or  just 
sitting  around.  And  we  make  sure  your  shoe 
will  retain  its  shape  after  you've  worn  it  for  a 
while.  Yet  with  everything  we  put  into  a 
Florsheim  shoe,  prices  start  as  low  as  $32 
and  go  to  $65* 

Do  they  really  give  you  a  bargain? 

When  you  have  to  choose  between  a 
Florsheim  shoe  and  something  that  "looks 
the  same"  but  costs  less,  remember  this. 
Anyone  can  make  something  for  less  if 
they  cut  corners  somewhere.  But  do 
you  want  them  to  cut  corners  when 
it  comes  to  your  feet? 

The  Florsheim  shoe.  Avail- 
able in  thousands  of  fine 
retail  stores  all  over  the 
world.  So  even  though 
it  would  pay  to  go  out 
of  your  way  for  them 
you  don't  have  to. 

*Suggested 
Retail  Prices 


The  first  day  of  April,  you 
may  send  a  fool  whither  you  will. 
Thomas  Fuller 
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Sent  in  by  David  J 
Md.    What's  your 
Forbes  Scrapbook  o. 
Business  of  Life  is  p 
of  texts  used. 


THE  CAMDEN 


Jiers  can't  quite  copy. 


ago  60606,  A  Division  of  Interco  Incorporated 


If  your  company  is  married  to 
Hertz  or  Avis,  this  booklet 
could  be  grounds  for 
divorce. 


And  why? 

Because  it  contains  an 
incredibly  simple  plan 
to  save  your  company 
money :  The  Budget 
Corp-Rate  Plan. 
There's  no  charge  for 
mileage  at  participating 
locations.  So,  the  more  your 
people  drive,  the  more  money 
your  company  saves. 
A  brilliant  plan.  From  one  of  the 
world's  largest  rental  companies. 
Just  how  much  can  your  company 
save?  Call  Budget  collect  (312) 
64 1-0976.  Or,  fill  in  the  coupon  below 
and  we'll  mail  you  the  information. 

No  wonder  our 
competition  hates  us. 


We  feature 
Olds  Cutlass 
and  other 
fine  GM  cars 


!  ATransamenca  Company 

©  1977  Budget  Rent  a  Car  Corporation,  Chicago,  III. 


Director  of  Sales,  Dept.  FB415-1 
Budget  Rent  a  Car  Corporation 
35  East  Wacker  Drive,  Chicago,  IL  60601 


Name 

Company  Phone  No. 
Company 
Address 
City/State/Zip 

In  Canada,  write:  Budget  Rent  a  Car  of  Canada  Limited, 
2300  Yonge  Street,  Toronto,  Ontario  M4P1E4; 
or  call:  (416)  486-2919 


Budget 


rent  a  car 
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STEADY  AS  WE  GROW. 


With  one  of  the  most  modern  and  efficient  fleets 
afloat,  OSG  transports  gram,  oil,  iron  ore,  coal  and  other 
bulk  commodities  to  ports  around  the  globe.  That's  what 
we  do  in  both  the  U.S.  and  worldwide  shipping  markets. 

OSG  is  the  only  U.S.  public  company  engaged 
exclusively  in  bulk  shipping. 

Since  1970,  net  operating  earnings  per  share  have 
grown  at  a  compounded  rate  in  excess  of  20%  annually. 

Our  ability  to  sustain  a  steady  growth  in  earnings 


has  been  due  primarily  to  a  chartering  policy  strongly 
favoring  long-term  contracts,  and  to  continuing  fleet 
expansion.  Over  the  past  six  years,  our  fleet  has 
increased  four-fold  and  will  total  5  million  deadweight 
tons  by  year  end. 

We  would  be  pleased  to  send  you  a  copy  of  our  1976 
Annual  Report  containing  a  description  of  our  industry 
and  detailing  the  results  of  our  operations. 


Growth  of  OSG  Fleet 

MILLIONS  OF  DEADWEIGHT  TONS 


Shareholders'  Equity 

MILLIONS  $ 


$209 


5.0 


4.4 


$170 


4.0 


$136 


2.9 


$111 


2.2 


$91 


$68 


1.5 


$55 


1.1  1.1 


1970     71       72       73       74      75      76  77 

Including  scheduled  deliveries  in  1977 


197Q      71       72      73      74      75  76 

The  Company's  return  on  average  stockholders'  equity  has 
approximated  20%  annually  over  the  period. 


Overseas  Shipholding  Group,  Inc. 


The  Bulk  Shipping  Company 


New  York  Stock  Exchange  Symbol:  OSG 


1 1 14  Avenue  of  the  Americas,  New  York,  N  Y  10036/Tel:  (212)  869-1222 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$250,000,000 

The  Standard  Oil  Company 

( an  Ohio  Corporation) 

8%%  Debentures  Due  2007 

Interest  payable  March  15  and  September  15 

Price  99.15%  and  Accrued  Interest 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

THE  FIRST  BOSTON  CORPORATION  GOLDMAN,  SACHS  &  CO. 

MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH  SALOMON  BROTHERS 

Incorporated 

BACHE  HALSEY  STUART  INC.     BLYTH  EASTMAN  DILLON  &  CO.     DILLON,  READ  &  CO.  INC. 

Incorporated 

DREXEL  BURNHAM  &  CO.  HORNBLOWER  &  WEEKS-HEM PHILL,  NOYES 

Incorporated  Incorporated 

E.F.HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  KUHN  LOEB  &  CO. 

Incorporated  Incorporated 

LAZARD  FRERES  &  CO.  LEHMAN  BROTHERS  LOEB  RHOA DES  &  CO.  INC. 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  REYNOLDS  SECURITIES  INC. 

Incorporated 

SMITH  BARNEY,  HARRIS  UPHAM  &  CO.  WARBURG  PARIBAS  BECKER  INC. 

Incorporated 

WERTHEIM  &  CO.,  INC.  WHITE,  WELD  &  CO.  DEAN  WITTER  &  CO. 

Incorporated  Incorporated 

March  16, 1977. 


eres  the  only  new, 
ruly  comfortable,  transcontinen 
business  jet  you  can  get 
delivery  on  this  year-and  for 

several  years. 


Lockheed  JetStar  1 1. 

Its  real.  Its  being  delivered  now. 
Its  years  ahead  of  the  others. 

For  mure  information,  call  Bryan  Moss,  Lockheed-Georgia  Company,  (404)  424-}2()f>,  Marietta,  GA  iOOdi 
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Side  Lines 

Only  In  America 

"When  I  was  a  boy  .  .  .  there  was 
bitterness  against  the  Anglos  who 
did  all  the  hiring  for  the  jobs.  My 
father  shared  the  resentment  but 
he  swallowed  it  and  reminded  us 
kids:  'Here  is  where  you  make  it'." 

The  speaker  is  Nestor  Valencia, 
executive  assistant  to  the  mayor  of 
El  Paso  and  son  of  an  immigrant 
Mexican  factory  foreman.  Valencia 
is  echoing  the  theme  of  a  dozen 
earlier  generations  of  immigrants- 
Anglo-Saxon,  German,  Scandina- 
vian, Irish,  Jewish,  Polish,  Italian. 
As  succeeding  generations  of  na- 
tive-born and  naturalized  Ameri- 
cans came  to  shun  low-paying 
"dirty"  jobs,  in  came  the  immi- 
grants to  do  what  needed  to  be 
done  so  that  others  could  rise  in 


It  is  a  problem  of  coming  to  grips 
with  the  contradictions  in  our  own 
society. 

In  writing  the  cover  story,  Flani- 
gan worked  closely  with  two  oth- 
er Forbes  staffers— Kathleen  Wieg- 
ner in  Los  Angeles  and  Marcia 
Berss  in  Washington.  Berss  han- 
dled the  Washington  angles— inter- 
viewing Secretary  of  Labor  Ray 
Marshall,  federal  bureaucrats,  con- 
gressional committee  people.  Wieg- 
ner interviewed  Professor  James 
Wilkie  at  UCLA  and  in  the  pro- 
cess had  a  pleasant  surprise.  She 
discovered  that  they  had  both  once 
taught  at  Mexico  City  College. 
The  two  immediately  hit  it  off,  and 
Wilkie,  a  scholarly  but  hardhead- 
ed  Latin  American  expert,  contrib- 


Jim  Flanigan 


Kathleen  Wiegner 


Marcia  Berss 


the  social  and  economic  scale. 
They  became  the  low-paying  gar- 
ment workers,  floor  sweepers,  dish- 
washers, domestics.  In  return,  they 
received  not  only  enough  to  live  on 
but  also  a  ticket— if  not  for  their 
own  generation  then  for  the  next 
one  at  least— in  the  great  Ameri- 
can sweepstakes. 

Ellis  Island  has  long  since  closed 
its  doors,  but  says  Forbes,  the 
Mexican  border  is  the  new,  unof- 
ficial Ellis  Island.  That,  says  James 
Flanigan,  Forbes'  Southwestern 
Bureau  manager,  is  our  modem 
"dirty  little  secret."  While  we  pre- 
tend that  our  society  can  contin- 
ue to  exist  without  immigration  and 
without  underprivileged  labor,  in 
fact  it  cannot.  And  we  know  it. 
In  this  sense  the  presence  of  7  mil- 
lion to  8  million  illegal  immigrants, 
most  of  them  Mexican,  is  not  a  po- 
lice problem,  it  is  not  a  labor  prob- 
lem, it  is  not  a  political  problem. 


uted  important  insights  to  the 
article,  which  starts  on  page  37. 

Jim  Flanigan  himself  began  by 
talking  with  Mexican-Americans, 
legal  and  illegal,  and  then  ended 
by  flying  to  Mexico  City  for  an 
interview  with  President  Jose  L6- 
pez-Portillo. 

As  Forbes  points  out,  you  can 
look  at  the  flood  of  illegal  immi- 
gration as  a  plague.  Or  you  can 
look  at  it  as  part  of  a  continuing 
process,  whereby  our  society  grows 
and  continues  to  offer  opportunity. 
Sitting  in  his  comfortable  law  of- 
fices, Ray  Caballero,  a  bright  young 
El  Paso  lawyer,  put  it  this  way: 
"El  Paso  Natural  Gas  owns  this 
building.  I  remember  when  they 
didn't  hire  anyone  of  my  complex- 
ion." He  said  it  with  only  a  trace 
of  bitterness.  He  knows  as  Harry 
Golden  knew:  For  all  its  faults, 
and  God  knows  it  has  them,  only 
in  America.  .  .  .  ■ 
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Tie  on  a 
Capitalist 
Tool 


The  last  word  in  stylish  con 
temporary  neckwear.  Its  mes- 
sage, Capitalist  Tool,  is  woven 
in  red  into  a  deep  blue  back- 
ground. The  perfect  quality 
gift  (or  someone  you  admire 
....  or  for  yoorse'f.  $10 

Save  it  for  a  rainy  day  . . 
The  Capitalist  Tool 
Jumbo  Umbrella 

Handsome  and  sturdy,  it's 
the  dapper  executive's 
answer  to  keeping  dry  in 
the  heaviest  downpours. 
Red  on  blue,  double 
ribbed  nylon  canopy 
$20 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 
Please  send  me  the  following  Capitalist 
Tool  items: 

 Necktie(s)  @  $10  each. 

 Umbrella(s)  @  $20  each 

Enclosed  is  my  check. 

Please  allow  4  weeks  for  delivery. 

Name  

Address  

C  ity  


State  Zip  


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Trends  &  Tangents 


Business 


Mixing  Oil  And  Copper 

Though  Arab  money  is  always  elu- 
sive, Wall  Street  tape  watchers  think 
Kennecott  Copper  may  be  one  cur- 
rent investment  target.  The  mining 
giant's  shares  sell  for  just  over  half  of 
book  value,  and  lately  trading  vol- 
ume has  been  significantly  above  that 
of  competitors  Newmont  and  Phelps 
Dodge.  Insiders  claim  that  Swiss 
banks  are  slowly  accumulating  a  posi- 
tion—sometimes in  off-the-floor  deals 
—on  behalf  of  foreign  interests.  Oil 
and  copper  are  a  logical  fit:  ARCO 
just  polished  off  its  Anaconda  acquisi- 
tion, and  recently  California  Standard 
picked  up  a  20%  block  of  Amax.  At 
bargain-basement  prices,  Kennecott 
would  surely  be  a  temptation  to  a 
well-heeled  sheik. 

Good  To  The  Last  Drop 

In  what  might  be  called  a  scraping- 
the-bottom-of-the-barrel  move,  Unit- 
ed Airlines  is  saving  on  its  $488-mil- 
lion  fuel  bill  by  reducing  the  amount 
of  drinking  water  it  carries  on  most 
of  its  aircraft.  The  airline  found  it  was 
carrying  much  more  water  than  pas- 
sengers normally  consumed,  and  since 
lifting  any  unnecessary  weight  wastes 
fuel,  United  now  pumps  only  200  gal- 
lons of  potable  water  into  its  jumbo 
Boeing  747s,  for  example,  instead  of 
the  300-gallon  capacity  it  used  to 
load.  That  saves  830  pounds,  equal 
to  four  passengers  plus  luggage.  Unit- 
ed claims  it  still  has  more  than  enough 
water  on  its  flights,  but  if  not  there's 
always  coffee,  tea  or  milk,  isn't  there? 

Beepers  By  The  Million 

Among  the  fastest  growing  com- 
munications devices  today  are  the 
electronic  pagers  known  as  beepers. 
Through  the  miniature  receivers, 
small  enough  to  hang  from  a  belt 
loop,  employers  can  transmit  a  beep 
that  signals  the  employee  to  call  his 
office.  Though  the  basic  technology 
is  old,  and  the  Federal  Communica- 
tions Commission  approved  their  use 
in  1949,  the  beeper's  high  costs  and 
limited  service  so  discouraged  cus- 
tomers that  only  33,000  units  were  in 
use  by  1966.  But  the  number  grew 
to  344,000  by  1975;  and  with 
most  of  the  technological  wrinkles 
smoothed  out  in  the  last  two  years, 
Boston's  Arthur  D.  Little  projects 
near-term  growth  at  30%  to  35%  an- 
nually, to  some  3.2  million  units  by 
1985.    In   the   past,    the  electronic 


pagers  have  been  used  mainly  by 
hospital  staff;  but  recently  police, 
newsmen,  salesmen  and  even  life- 
guards are  carrying  beepers. 

Barnstorming 

Should  private  practitioners  peddle 
drugs  on  the  side?  Some  veterinarians 
are  beginning  to  wonder.  The  rapidly- 
growing  $1.2-billion  farm-animal 
health-products  market,  now  heavily 
fragmented  with  the  largest  whole- 
saler grossing  less  than  $10  million, 
has  become  something  of  a  circus.  To 
land  lucrative  "herd"  contracts,  giving 
the  vet  responsibility  for  everything 
from  nutritional  programs  to  emergen- 
cy calls,  some  vets  will  underbid  each 
other  on  professional  services  and 
then  come  out  ahead  by  marking  up 
the  prices  of  drugs  they  dispense. 
That  is,  if  they  manage  to  reach  the 
farmer  ahead  of  a  variety  of  milking 
machine  dealers,  feed  mill  owners  and 
drug  company  salesmen.  Enough  to 
drive  some  vets  to  say  they  should 
stick  to  medicine. 

Mall  Money 

Another  step  in  credit-card  evolu- 
tion: a  chargeplate  limited  to  use  in 
one  shopping  center.  White  Flint 
Mall,  a  recently  opened  $50-million 
project  in  a  Washington,  D.C.  high- 
income  suburb,  boasts  its  own  credit 
card  good  at  over  100  stores  in  the 
three-tiered  mall.  "We  want  to  give 
the  impression  this  shopping  center  is 
a  retail  entity,  instead  of  just  a  real 
estate  development,"  says  White  Flint 
leasing  director  Chuck  Lapine.  The 
shopper  appears  to  be  going  for  it. 
Card  administrator  Citizens  Bank  of 
Maryland  reports  a  6%  return  on  the 
card's  mass  mailing  solicitations,  in- 
stead of  the  normal  1%  to  2%  response. 
And  this  despite  the  fact  that  the 
major  department-store  anchors  in  he 
center,  Bloomingdale's  and  Lord  & 
Taylor,  refuse  as  usual  to  accept  any 
credit  cards  except  their  own. 

The  Inscrutable  West 

Americans,  who  bought  1.5  million 
microwave  ovens  last  year,  will  soon 
be  offered  the  ultimate  in  futuristic 
cooking.  Japan's  Mitsubishi  Electric  is 
introducing  a  computerized  micro- 
wave oven  that  enables  the  cook  to 
preset  the  oven  for  cooking  99  hours 
in  advance,  as  opposed  to  4/2  hours 
for  top-of-the-line  American  models. 
Now,  gadget-loving  Americans  can 
come  home  from  a  four-day  weekend 
with  the  roast  sizzling  in  the  oven. 
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But  Mitsubishi  admits  that  the  aver- 
ige  Japanese  family  is  not  yet  ready 

0  plan  99  hours  in  advance.  The  new 
wen  is  only  for  the  U.S.  market. 

Hope  For  Helium 

Goodyear's  four  blimps  (three  in 
he  U.S.,  one  in  Europe)  are  now 
ised  only  for  advertising  and  promo- 
ion  purposes,  but  Goodyear  engineers 
ee  a  much  greater  potential  on  the 
lorizon.  Last  month  a  Goodyear  del- 
;gation  presented  a  military  model  to 
he  Pentagon  consisting  of  an  airship 
>ropelled  by  four  attached  helicopters 
ind  capable  of  carrying  75  tons,  ideal- 
y  from  shipboard  to  inland  sites  lack- 
ng  port  facilities.  The  proposal  was  a 
hrowback  to  World  War  II,  when 
Goodyear  supplied  blimps  armed  with 
lepth  charges  that  escorted  over 
59,000  ship  voyages  through  subma- 
ine-infested  waters  without  a  single 
oss.  Blimps  are  also  being  proposed 
is  radar-equipped  watchdogs  for  the 
500-mile  coastal  fishing  zone. 

Circuit  Census 

The  $3-billion  semiconductor  in- 
lustry  is  expected  to  triple  to  $9  bil- 
ion  worldwide  by  1985,  according  to 

1  ten-month  study  done  by  Mackin- 
osh  Consultants  for  four  European 
governments.  The  more  than  500  in- 
erviews  of  manufacturers  and  users 
»f  integrated  circuits  pointed  to  an- 
mal  gains  of  10%  to  12%  in  the  big- 
gest market  of  all,  computer  applica- 
ions.  But  the  gains  will  be  fastest  in 
he  automotive,  consumer  electronic 
ind  communications  industries.  Auto- 
nakers,  for  example,  are  able  to  save 
L  mile  per  gallon  and  reduce  pollu- 
ion  emissions  by  using  integrated  cir- 
;uits  in  places  like  spark-timing  sys- 
ems  and  catalytic  converters. 


Foreign 

What's  In  A  Name? 

Among  the  less  inspired  brand 
lames  encountered  of  late  is  a  special 
ype  of  recycled  paper  produced  by 
iritain's  William  Sommerville  &  Son, 
..td.,  called  "Armageddon."  Why 
lame  a  paper  for  the  final  battle  be- 
ween  good  and  evil?  Embarrassed 
sommerville  executives  concede  they 
vanted  the  word  for  the  Second  Com- 
ng  ("Eschaton")  but  got  the  wrong 
vord.  Then  they  made  matters  worse 
>y  explaining  that,  but  for  the  virgin 
ong-fiber  wood  pulp  added,  Arma- 
geddon would  in  fact  self-destruct.  ■ 


Insurance  for  food 

. . .  the  farmers  who  grow  it.  The  manufacturers  who  pro- 
cess and  package  it.  The  wholesalers  who  store  and  ship 
it.  And  the  retailers  who  sell  it. 

Whatever  your  business,  James  can  provide  insurance 
and  risk  management  services  for  you,  too!  Try  us. 


Fred.  S.  James  &  Co.,  Inc. 
Insurance  Brokers  since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World 
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People 

Energy 


Trinidad's  proudest  and  rich- 
est asset  is  its  industrious 
people.  This  progressive 
country  with  an  English- 
speaking  populace  has  uni- 
versal literacy  and  a  vital 
youth  that  provides  willing 
workers  with  a  diversity 
Of  skills.  . 


A  bountiful  resource  of  oil,  natural  gas  and  asphalt.  New 
ventures  in  an  iron  and  steel  complex,  a  petrochemical 
complex,  a  new  power  plant,  water  resource  projects,  a 
fertilizer  complex  and  an  expansion  of  the  cement 
industry  reflect  the  ambitious  industrial  projects  now 
underway. 


Government 


This  is  a  government  dedicated  to 
doing  things,  not  just  talking  about 
them ....  efficient,  energetic  officials  ready  to  discuss 
your  projects  right  now. 


Energ 

;  madv  tn  dismiss 


TUUI 

nergy 


All 

together 


Your 

is  required  to  bring  in  expertise, 
new  technology  and  access  to 
foreign  markets  to  fit  into  a  dy- 
namic investment  climate  that 
will  provide  a  profitable  bottom 
line.  Your  immediate  expenditure  of  energy  to  lift  a  phone  or 
dictate  a  letter  to  the  Industrial  Development  Corporation 
will  bring  you  details. 


Energetic 

Trinidad 

&Tobago 


Industrial 
Development 
Corp. 

400  Madison  Avenue.  New  Yori 
N  Y  10017      (212)  755-9360 


Th,s  matenal  is  prepared,  edited,  issued  or  circulated  by  Development  Counsellors  International,  Ltd.  20  East  46th  Street 
Ne^v  York  New  York  10017.  wh.ch  is  registered  under  the  Foreign  Agents  Registration  Act  as  an  agent  of Tnnidad  and  Tobago 
industrial  Development  Corporation,  400  Madison  Avenue.  New  York,  New  York  10017  This  materia  is  frted  with  the  De- 
partmentofJultfce  where  therequired  registrat.on  statement  is  ava.lable  for  public  mspect.on  Registration  does  not  md.cate 
approval  of  the  contents  of  this  material  by  the  U  S  Government 
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To  Copy  These  20  Pages- 


Most  ^erox  Machines  Wont  Get  Past  Page  5 


The  new  Savin  780  plain  paper 
copier  is  "rated"  at  20  copies  per 
minute.  And,  in  fact,  it  will  make 
a  copy  of  20  different  originals  in 
one  minute.  With  most  other 
copiers,  there's  a  big  difference 
between  their  "rated"  time  and 
the  "real"  time  it  takes  to  make 
copies.  To  begin  with,  the  people 
who  manufacture  copiers  rate  the 
speed  of  their  machines  by  how 
fast  they  make  many  copies  from 
one  original.  But,  the  people  who 
use  those  machines,  don't  use 
them  that  way  at  all!  Most  people 
copy  several  originals  at  a  time. 
And,  that's  where  the  difference 
lies.  It's  the  time  wasted 
positioning  each  original, 
opening  and  closing  covers, 
pushing  buttons,  waiting  for 
each  copy  cycle  to  complete,  and 
so  on.  The  new  Savin  780  gets  it 
out  as  fast  as  you  can  get  it  in. 
Our  machine  has  a  document 


feed  that  automatically  positions 
and  transports  each  original 
through  the  copier.  There  are  no 
buttons  to  keep  pushing,  no 
covers  to  keep  opening  and 
closing  — no  shuffling  of  papers. 

The  Xerox  3100  "rated"  at  20 
copies  per  minute,  the  Xerox 
4000  "rated"  at  45  copies  per 
minute  and  the  Xerox  3600 
"rated"  at  60  copies  per  minute 
in  "real"  terms  will,  on  the 
average,  copy  only  5  different 
originals  in  a  minute.  And,  that's 
the  real  story  on  "real"  time. 

When  You  Do  Multiple  Copies— 
The  Advantages  Of  The  Savin 
780  Continue  As  Well 

Need  2  copies  each  of  10 
different  originals?  The  Savin 
780  will  complete  the  task  in  just 
about  a  minute.  Those  Xerox 


machines  will  all  require  more 
than  twice  as  much  time  to  do  it. 

Speed  Alone  Is  Not  The  Only 
Benefit  In  The  Savin  780 

Paper  handling  devices  have 
been  available,  as  an  option,  for 
many  years.  With  the  Savin  780 
it's  standard.  In  addition,  for 
more  money  most  copiers  allow 
you  to  add  a  sorter  attachment. 
With  the  Savin  780  you  don't 
need  one.  Our  machine  returns 
the  copies  and  the  originals  to 
you,  collated.  And,  our  copies 
are  always,  clean,  clear  and 
needle  sharp  whether  you  copy 
on  to  one  side  or  two.  To  copy 
books,  periodicals,  and  other 
oversized  originals,  you  simply 
lift  the  document  feed  and  push 
the  print  button.  The  most 
important  benefit  of  all  may  be 
economy.  You  can  get  a  lot  more 
from  the  780  for  a  lot  less  money 
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Contact  your  nearest  Savin  representative  F7415 
or  fill  out  the  coupon. 

Savin,  Valhalla,  N.Y.  10595 

□  Please  provide  additional  information  about  the 
Savin  780  copier. 

Name/Title  

Firm  

Address  

City. 


State. 


Telephone. 


.Zip. 


SAVIN 
BUSINESS 
MACHINES 
CORPORATION 


©Savin,  and  Savin  logotype  are  registered  trademarks 

of  Savin  Business  Machines  Corporation. 
©Xerox  is  a  registered  trademark  of  Xerox  Corporation. 
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The  Ultimate 
Cigar. 

Like  every  Macanudo  cigar,  a  Maca- 
nudo  Baron  de  Rothschild  is  hand- 
made in  Jamaica  from  superb  tobac- 
cos nurtured  in  the  finest  growing 
areas  throughout  the  world. 

This  accounts  for  its  extraordinary 
aroma  and  taste,  and  explains  why 
so  many  discriminating  smokers 
consider  Macanudo  as  fine  a  cigar  as 
there  is  in  the  world. 


Readers  Say 


Discord  On  Concorde 

Sir:  Re  "Keeping  Concorde  Out  Of 
New  York  Is  Outrageous"  (Fact  and 
Comment,  Apr.  1).  The  Concorde 
breaks  the  law.  It  is  unacceptably 
noisy.  It  has  inadequate  fuel  re- 
serves. It  Wastes  vital  fuel.  It  is 
extremely  dirty. 

—Paul  J.  Glasgow 
Woodmere,  N.Y. 

Sir:  The  plane  is  a  status  symbol 
to  passengers  who  charge  their  busi- 
nesses for  the  fare  to  save  a  few  hours 
they'll  spend  in  bars  anyway. 

—Jerome  H.  Ross 
Woodmere,  N.Y. 

Sir:  Most  of  the  homes  around  Ken- 
nedy Airport  that  are  affected  by  noise 
were  there  before  Kennedy  was  in  ex- 
istence. Other  homes  that  were  sold 
after  the  airport  was  built  did  not  en- 
vision planes  as  noisy  as  those  now 
flying  and  noisier  ones  yet  to  come. 
Your  Apr.  1  issue  indicated  that  the 
world's  worst  investment  was  a  base- 
ball team.  The  worst  is  a  subscription 
to  Forres.  Cancel  at  once. 

—Leon  1.  Levitt 
New  York,  N.Y. 


The  Worst  Is  A  Bargain? 

Sir:  Re  your  comments  that  a  base- 
ball club  may  be  the  "World's  Worst 
Investment"  (Apr.  1).  Our  mutual 
fund  is  one  of  the  largest  unaffiliated 
stockholders  of  Baltimore  Baseball 
Club,  Inc.  Forres  itself  estimates  that 
clubs  such  as  Boston,  Oakland,  Cleve- 
land and  Houston  are  worth  from  $8 
million  to  $15  million.  At  its  recent 
bid  price  of  $15,  Baltimore  is  worth 
only  $3  million.  We  think  we  have 
made  a  very  worthwhile  investment. 

—Ralph  P.  Coleman  Jr. 

President, 

Over-The-Counter  Securities  Fund 
Oreland,  Pa. 


A  DuPont  Replies 

Sir:  Re  your  article  ("The  Strange 
Case  Of  Ed  Ball,"  Feb.  15)  in  which 
you  mention  my  involvement  in  the 
Alfred  I.  duPont  Estate:  I  don't  mind 
the  description  that  I  spent  my  lazy 
youth  concentrating  on  backgammon; 
however,  I  disagree  that  I  am  engag- 
ing in  this  disagreement  with  Mr.  Ball 
to  get  respect  in  my  own  hometown. 
You  make  me  seem  like  Rodney  Dan- 
gerfield  walking  around  town  saying, 
"They  don't  show  me  no  respect."  I 
honestly  care  very  little  what  most 
people  feel  about  me.  I  am  the  only 


trustee  of  the  estate  living  in  Wilming- 
ton and  I  have  received  numerous  re- 
quests for  funds  from  older  people  of 
Delaware.  These  requests  have  always 
been  refused  by  the  trustees.  I  believe 
that  if  my  grandfather  were  alive  to- 
day he  would  make  estate  and  foun- 
dation money  available  to  these  orga- 
nizations. Before  he  died  he  personally 
would  send  monthly  checks  to  many, 
many  older  Delawareans  who  he 
deemed  needed  help.  This  is  why  I 
have  undertaken  this  task. 

-Alfred  DuPont  Dent 
Wilmington,  Del. 


Would  Like  Original 

Sir:  The  President  would  very  much 
appreciate  having  the  original  [of  the 
David  Levine  drawing  in  the  Apr.  1 
issue]. 

—Jody  Powell 
Press  Secretary, 
The  White  House 
Washington,  D.C. 


Will  We  Always  Be  Ahead? 

Sir:  Re  "Is  It  Dangerous  Selling 
Russia  Our  Knowhow?  No"  ( Fact  and 
Comment,  Mar.  1 ) .  Time  has  changed 
things  in  Russia.  Wonder  if  we  [the 
U.S.]  will  always  be  "five  years  down 
the  road  in  technological  advances." 

— J.T.  Bailey 
Chairman, 
Warner  &  Swasey  Co. 
Cleveland,  Ohio 

To  Editor-Of-Conclusions 

Sir:  I  have  occasionally  suspected 
that  Forres  employs  a  separate  per- 
son to  write  the  last  paragraph 
of  its  articles,  the  paragraph  which 
provides  the  generous  praise,  the  bit- 
ing scorn,  or  the  Delphic  Oracle  pro- 
nouncement. In  "Good  Things  In 
Small  Packages"  (Mar.  1)  the  writer 
of  the  body  of  this  story  on  fuel  cells 
accurately  describes  the  utilities'  prin- 
cipal choices  for  new  generating 
equipment  to  be  either  coal-fired  or 
nuclear  plants.  Yet,  the  "writer"  of  the 
last  paragraph  states  that  the  use  of 
fuel  cells,  which  require  naphtha  feed- 
stock derived  from  oil,  "could  cut  oil 
import  needs  by  well  over  one  million 
barrels  per  day  by  1980." 

—Samuel  Schwartz 
Senior  Vice  President, 
Continental  Oil  Co. 
Stamford,  Conn. 


Down  On  The  Draft 

Sir:  Your  editorial  advocating  a  re- 
turn to  the  draft  (Feb.  15)  gives 
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Tired  of  hearing  about  somebody's 

System  32? 

B80? 

Datasystem  310? 
Etc.,  etc.,  etc.? 


Introducing  George* 
"four  first  computer. 


General 
Ledger 


lEayrott 


Accounts 
Payable 


Accounts 
Receivabk 


He's  ready  to  give  you  better  control  of  your  Accounts  Receivable, 
Accounts  Payable,  Payroll,  General  Ledger,  Sales  Analysis, 
Order  Entry  and  Invoicing,  plus  dozens  of  other  jobs. 


\  te  ready  for  your  first  computer.  Because  there  are 
ldreds  of  details  and  functions  in  your  company 
t  a  small  business  computer  can  handle  faster,  more 
Lirately,  and  more  economically  than  the  way  you're 
ng  it  now. 

o  you're  ready  for  George.  Not  a  roomful  of  blinking 

its  and  whizzing  noises,  but  a  new  employee. 

>rge.  The  Manageable  Minicomputer  from  Cincinnati 

acron.  The  one  with  the  low  price. 

leorge  will  help  you  in  two  ways.  On  the  operating 

."1,  he  can  distribute  and  receive  information,  check 

lils,  handle  scheduling,  do  the  billing,  maintain 

entory,  handle  your  payroll,  and  do  dozens  of  other 

i.  The  minute  you  ask  him  to. 

wild  on  the  management  level  he  can  give  you  tip- 

,our-fingers  access  to  the  information  you  need  to 

ke  decisions.  Anything  from  overdue  receivables  to 

jected  cash  flow  to  production  requirements  to 


instant  inventory.  Whatever  you  need,  he  can  be 
programmed  to  deliver  it.  And  you  don't  even  have  to 
do  the  programming  —  that's  all  arranged  for  you  by  the 
distributor  who  sells  you  George.  Each  distributor  is  a 
local  supplier,  working  in  your  area,  who  will  program 
George  to  work  with  you  and  your  way  of  doing  business. 

But  we  can't  tell  you  all  about  George  in  one  ad.  So 
call  the  toll-free  number  below  and  we'll  send  you  a 
12-page  brochure  that  tells  you  more.  And  we'll  also  tell 
you  who  to  contact  if  you'd  like  really  detailed  examples 
of  how  George  can  help  you. 

Call  right  now.  You're  ready  for  your  first  computer, 
so  introduce  yourself  to  George.  He's  the  Manageable 
Minicomputer.  And  your  brightest  new  employee. 

Call  800-528-6050  ext.  790 

(In  Arizona,  602-955-97  14  est.  790) 

The  MANAGEABLE  MINICOMPUTER 


C1NNATI  M1LACRON  COMPANY,  Mason  Road  and  Route  #48,  Lebanon,  OH  45036 
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Four 

essentials  of  business: 
people,  capital  plant 

and 

Dun  &  Bradstreet. 


Dun  &  Bradstreet  ? 


Yes,  Dun  &  Bradstreet.  Because 
>ut  of  every  10  business  transactions 
i  done  on  credit.  And  Dun  &  Bradstreet 
he  business  world's  number  one  source 
commercial  credit  information. 

Only  Dun  &  Bradstreet  can  tell 
siness  what  it  needs  to  know  about 
er  5,000,000  companies  worldwide, 
ormation  that's  complete,  accurate 
d  up-to-date.  Information  that's  essen- 
1  for  credit  managers,  those  profes- 
Ttals  who  have  the  tough  job  of 
:iding  who's  good  for  how  much. 

For  135  years,  Dun  &  Bradstreet  has 
en  helping  credit  managers  make 
zisions.  Today,  D&B  is  doing  it  better 
in  ever,  with  its  nationwide  network 
offices  linked  by  a  $50-million 
mputer  terminal  system  to  our 
itionai  Business  Information  Center. 

Look  at  it  this  way.  If  there  were 
Dun  &  Bradstreet,  business  would 
ve  to  invent  one. 

It's  as  basic  as  A-B-C. 

)UN&  BRADSTREET 

The  essential  business. 

;r  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know: 

Reuben  H  Donnelley  Corporation  •  Corinthian  Broadcasting  Corporation 

&  Bradstreet  International  •  Dun-Donnelley  Publishing  Corporation 

idys  Investors  Service  •  Marketing  Services  Division  •  Management  Consulting  Division 


A  special  breed  of  men  has 
always  sought  fame  and 
fortune  in  Colorado. 


First,  they  were  trappers,  with  sharp 
eyes  for  wild  game  and  a  profitable 
trade.  Next  came  the  miners,  as  hard 
as  the  rocks  they  cracked  in  search 
of  the  Mother  Lode.  Then  they  were 
farmers  and  cattlemen,  raising  food 
for  themselves  and  for  a  growing 
country. 

Today,  individualistic  men  still 
come  to  Colorado,  bringing  their 
companies  with  them  because 
Colorado  still  offers  so  much:  an 
efficient  transportation  network, 
abundant  energy,  natural  resources, 
room  to  expand  and  a  well-educated 
work  force.  In  fact,  it's  Colorado 
itself  —the  ultimate  fringe  benefit  — 
that  brings  so  many  here  in  the  first 


William  C.  Hacker 

Director  of  Community  Development 
Dept.  1482 

500  State  Centennial  Bldg. 
Denver,  CO  80203 


place.  And  keeps  them  here.  With  its 
lifestyle  and  unlimited  recreational 
activities  such  as  skiing,  hunting, 
fishing,  camping  and  so  much  more. 

Many  special  companies  (like  IBM, 
Kodak,  Hewlett-Packard,  Fibreboard, 
Johns-Manville,  Outdoor  Sports 
Industries,  Michelin  Tire,  and 
hundreds  of  others)  have  already 
staked  their  claim  in  Colorado.  Now 
it  could  be  your  turn.  For  complete 
details,  mail  the  coupon  today. 


the  ultimate 
fringe  benefit 


Readers  Say 


two  reasons— cost  and  the  experience 
for  the  draftee.  After  the  draftee  has 
spent  a  year  in  the  military,  why  not 
make  him  spend  a  year  in  education 
for  the  same  reasons?  Then  a  year  in 
health  care,  then.  .  .  . 

-D.D.  Dickey 
Lakeivood,  Colo. 

Sir:  Comments  like  yours  are  the 
kind  that  make  many  military  mem- 
bers look  toward  the  union  as  an  an- 
swer. The  younger  men  and  women  of 
the  armed  forces  see  a  military  union 
as  a  very  plausible,  attractive  idea. 
Take  away  some  of  our  benefits  or 
cut  our  pay  and  we  will  go  on  strike. 

—David  W.  Parker 
Petty  Officer  Third  Class, 
U.S.  Coast  Guard 
Kodiak,  Alaska 

Sir:  Freedom  of  choice  is  a  basic 
tenet  of  democracy.  Drafting  young 
people  for  military  service  deprives 
them  of  the  right  to  choose  the  direc- 
tion of  their  own  lives. 

—Connie  A.  Morgan 
Houston,  Tex. 

Sir:  I  have  asked  for  a  full  review  of 
current  status  and  future  prospects 
for  the  volunteer  force. 

—Harold  Brown 
The  Secretary  of  Defense, 
Washington,  D.C. 

A  Period  Of  Great  Growth 

Sir:  The  story  on  John  H.  Bryan 
Jr.  (Feb.  15)  implies  that  profits  de- 
clined during  my  incumbency  at  Con- 
solidated Foods  and  that  the  situa- 
tion was  corrected  by  Mr.  Bryan  after 
he  succeeded  William  Buzick.  The 
company  had  its  greatest  growth  dur- 
ing the  eight  years  I  served  as  presi- 
dent and  chairman.  My  differences 
with  Mr.  Cummings  had  nothing  to 
do  with  the  performance  of  Consoli- 
dated Foods. 

—William  Howlett 
Chairman, 
Ward  Foods,  Inc. 
Wilmette,  III. 

Can't  Eat  Magazines 

Sir:  Re  your  advocacy  of  higher 
gasoline  prices  (Fact  and  Comment, 
Feb.  1 ) .  If  we  do  get  to  $2.50  a  gal- 
lon, the  first  thing  to  go  will  be  my 
subscription  to  Forbes.  With  that 
$18  savings,  I  would  be  able  to  get 
200  miles  and  four  sales  calls.  Com- 
missions keep  my  family  going,  not 
magazines. 

—F.K.  Berry 
Morganton,  N.C. 


Please  send  me  complete  information  about  opportunities  for  my  company  in 

Colorado. 

Name  Title  

Company.  

Type  of  Business   

Add  ress  

City  State  Zip  
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Jim  Hume, 
Veils  Fargo  man. 


John  Spiecker, 
Wells  Fargo  man. 


w: 


hen  law  enforcement  in 
certain  parts  of  California 
was  a  joke,  James  B.  Hume  turned 
the  joke  in  the  other  direction. 

Head  agent  of  Wells  Fargo's 
security  force  for  31  years,  Hume 
pioneered  ballistics  and  other 
modern  crime  detection  methods 
in  the  West.  In  one  14-year  period 
the  Wells  Fargo  security  force 
investigated  313  stage  robberies 
produced  240  convictions. 

Hume  became  known  as  the  man  who,  once  he  started 
case,  never  gave  up,  and  made  it  axiomatic  throughout 
West  that  there  were  two  institutions  dangerous  for 
men  to  fool  with: 

the  U.S.  Government  and  Wells  Fargo. 


w: 


hen  a  leading  securities  firm 
needed  an  electronic-based 
cash  management  system  for  its 
West  Coast  Division,  John  Spiecker 
was  the  man  they  called. 

Spiecker,  Vice  President  of 
Wells  Fargo's  Securities  Industry 
Department,  had  already  estab- 
lished Wells  Fargo's  operational 
expertise  within  the  industry.  Now 
he  was  able  to  respond  with  the  high-efficiency  Zero 
Balance  Account  Reconcilement  Plan  they  were  looking 
for,  plus  Wells  Fargo's  CheXstor:  a  way  for  the  company 
to  store  returned  checks  on  microfilm  at  no  charge 
except  for  access. 

This  groundbreaking  relationship  enabled  the  com- 
pany to  integrate  a  sophisticated  disbursement,  recon- 
ciliation and  check  disposal  system,  compatible  with 
national  specifications,  into  its  Western  Division.  In  the 
process,  Wells  Fargo  became  one  of  the  company's 
major  banks. 

Personal  effort:  it's  helped  make  Wells  Fargo 
the  nation's  11th  largest  bank. 


Proven.  Wells  Eaigo  Bank. 


San  Francisco  *  Los  Angeles 


THE  BMW  COUPE.  AS  CLOSE  TO  AN 
ALL-OUT  RACING  MACHINE  ASA 
PASSENGER  CAR  SHOULD  EVER  COMI 


If  one  peers  beneath  the  sporty 
facade  of  even  the  most  expensive 
luxury  coupes,  one  often  finds  that 
the  promise    Performance  far 
exceeds  the  i  .  hy 

In  the  case  ci  rhe  new  BMW 
630CSi,  the  opposite  is  'rue. 

Beneath  its  taste",  iy  restrained 
exterior  the  BMW  Coup,'  is,  in  fact, 
the  direct  evolutionary  descendant 
of  the  BMW  Coupes  that  have 


dominated  international  motor  rac- 
ing since  the  early  1960s. 

A  car  that  exemplifies  our  con- 
tention that  extraordinary  perfor- 
mance is  the  one  thing  that  makes 
an  expensive  car  worth  the  money. 

PERFECTED  ON  THE 
RACE  TRACK.  NOT  MERELY  THE 
TEST  TRACK. 

The  majority  of  the  world's 
automobiles  are  developed  in  the 


relative  vacuum  of  the  laboratori 
and  the  test  track. 

The  BMW  is  perfected  in 
places  like  Le  Mans,  Monte  Car 
and  the  Nurburgring,  where  pre 
sion  is  crucial  and  agility  and  dJ 
bility  meet  their  ultimate  test. 

Under  the  hood  of  the  BMV1 
630CSi  is  the  same  basic  three! 
liter,  fuel-injected  masterpiece  i 
engineering  that  powers  the  BM 


cars. 

\n  awesome  source  of  turbine- 
3th  power  that  the  editors  of 
i  &  Track  magazine  unhesitat- 
call  "...the  most  refined  in- 
>ix  in  the  world." 
ts  suspension  system  is 
oendent  on  all  four  wheels 
3herson  struts  and  coil  springs 
)nt,  semi-trailing  arms  and  coil 
igs  in  back).  And  this,  com- 
d  with  a  multi-jointed  rear  axle, 
ides  a  total  control,  an  effort- 
response  to  every  driving  and 
condition  that  will  spoil  you  for 
Dther  car. 

LOGIC  CLEVERLY 
COUCHED  IN  LUXURY. 
'...once  a  knowledgeable  and 
rienced  driver  has  driven  a 


BMW,  any  BMW,  nothing  else  feels 
quite  as  good  as  it  did  before." So 
writes  Motor  Trend  magazine. 

Part  of  the  explanation  for  this 
phenomenon  lies  inside  the  car. 

Traditionally  the  domain  of  the 
stylist,  the  interior  of  the  BMW 
630CSi— while  richly  upholstered  in 
supple  leathers— is  ergonomically 
engineered  to  the  nth  degree. 

All  seats  are  orthopedically 
molded;  all  individual  seats  are  infi- 
nitely adjustable. Controls  are  within 
easy  reach  and  all  instruments  are 
instantly  visible  in  an  innovative 
three-zone  control  panel  that  curves 
out  toward  the  driver  in  the  manner 
of  an  airplane  cockpit. 

So  thorough  is  the  integration 
of  human  and  machine  that  the 


driver  literally  functions  as  one  of 
the  car's  working  parts— the 
human  part  that  completes  the 
mechanical  circuit. 

Intriguing?  "...my  feeling  goes 
beyond  mere  respect..."  writes  the 
European  automobile  journal.  Car, 
of  the  BMW  Coupe. 

"This  one,  for  me,  is  the  defini- 
tive BMW  the  epitome  of  the  char- 
acter that  the  Bavarian  company 
set  out  to  develop  and  to  market." 

If  you'd  care  to  judge  for  your 
self,  we  suggest  that  you 
telephone  your  BMW 
dealer  and  arrange  to 
take  a  thorough  test 
drive. 

THE  ULTIMATE  DRIVING  MACHINE. 

Bavarian  Motor  Works,  Munich,  Germany. 


7  BMW  of  North  America,  Inc  For  the  name  of  the  nearest  BMW  dealer,  or  for  further  information,  call  us  anytime, 


toll-free,  at  800-243-6000  (Conn.  1-800-882-6500) 


t>  is-  y\ 


mg  tar. 


This  is  more  than  just  low  'tar!  This  is  ultra-low  'tar.' 
as  is  Now,  a  cigarette  with  only  1  mg  'tar!  If  you  want  to  be  sure 
you're  getting  ultra-low  *tar|  count  all  the  way  down  to  Now's  number  1 

3 


The  ultra-low  tar  cigarette. 


©  1977— R.J   REYNOLOS  TOBACCO  CO. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


FILTER,  MENTHOL  1  mg.  "tar".  .1  mg.  nicotine  av.  per  cigarette,  FTC  Report  DEC. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


HOPEFULLY,  THE  THREAT  OF  A  RENEWED  COLD  WAR 


may  chill  extremists  and  oversimplistic  solutioneers  of  both 
the  U.S.  and  the  U.S.S.R. 

While  it  would  have  been  nice  if  Mr.  Vance  could  have 
returned  from  Moscow  with  SALT  sewed  up  in  the  Carter- 
proposed  package,  did  anyone  expect  it?  Not  that  I  know. 

With  the  Russians  confused  about  Mr.  Carter's  inten- 
tions and,  even  more  so,  by  his  style— a  confusion  shared 
in  most  foreign  capitals,  as  well  as  by  many  in  our  own— 
of  course  they're  going  to  react  negatively,  hang  tough,  test 
him  out. 

To  say  their  angry  rejection  of  Carter's  proposals  was 
unaffected  by  the  President's  multiplicity  of  Human  Rights 
activities  is  absurd.  While  Carter's  words  on  the  subject 
may  not  hurt,  the  sticks  and  stones  of  sizably  increased  U.S. 
radio  penetration  of  the  Iron  Curtain,  White  House  recep- 
tion of  expelled  and  fled-Red  intellectuals,  and  a  personal 
letter  from  the  President  of  the  United  States  encouraging 
dissident  Soviet  citizens,  hit,  hurt  the  Kremlin. 

The  Red  reaction  is  hardly  outlandish.  How  would  we 
feel  if,  on  the  eve  of  the  Soviet  foreign  minister's  visit  to 
the  U.S.,  President  Rrezhnev  had  sent  a  letter  via  the  So- 
viet ambassador  to,  say,  the  Weathermen,  sympathizing 
with  their  "active  efforts"  to  do  away  with  our  system?  Re- 
member, the  ideal  of  individual  freedom  is  an  infinitely 
bigger  danger  to  their  system  than  terrorists  are  to  ours. 


The  apparent  failure  of  the  first  Vance  visit  to  Moscow 
is  not  necessarily  bad.  An  agreement  involving  unaffordably 
excessive  U.S.  atomic  disarmament  would  be  a  disaster. 

Let's  not  kid  ourselves.  It's  only  our  atomic  weaponry 
and  the  ability  to  deliver  it  after  a  first  Red  strike  that 
preserves  the  Free  World,  especially  and  particularly  Eu- 
rope, from  being  overran  by  conventional  Red  military 
might.  In  a  face-to-face  nonatomic  confrontation,  NATO 
forces  wouldn't  last  as  long  as  the  French  did  in  the  Six 
Week  War  phase  of  WW  II. 

Sure,  we  want  to  put  a  cap  on  the  proliferation  of 
weaponry  systems  that  could  monetarily  bleed  both  of  us 
white.  Yet  obviously  neither  side  can  countenance  letting 
the  other  get  an  upper  hand.  That's  what  SALT  is  all 
about— an  attempt  to  reconcile  those  two  facts. 

When  all  the  verbiage  over  what  did  or  didn't  happen, 
should  or  shouldn't  have  happened,  at  the  Moscow  meet- 
ing is  done  with,  the  fact  is  that  the  Kremlin  now  knows 
that  Mr.  Carter  isn't  going  to  be  all  Give  and  no  Take. 
For  the  sake  of  honeyed  words  and  a  bear  hug,  this  Ad- 
ministration is  not  going  to  give  more  than  it  gets.  Which 
provides  a  sound  basis  for  future,  solid,  sensible  negotiation. 

Sham  harmony  between  the  U.S.A.  and  the  U.S.S.R.  is 
potentially  more  harmful  than  hard-headed  agreements 
and  even-handed  swaps. 


ATOMIC  ENERGY  IS  FURTHER  BEHIND  THE  8  BALL 


than  it  was  even  before  the  bitter  Winter  that  froze  hun- 
dreds of  thousands  temporarily  out  of  jobs  and  wrought 
heating-cost  havoc  with  family  budgets. 
Why? 

Because,  quite  aside  from  hard-core  fanatic  environ- 
mentalists, a  growing  number  of  people  seem  to  have  in- 
creasing doubts  about  the  safety  of  such  plants;  about 
the  safe  disposal  of  atomic  wastes;  about  the  availability 
of  adequate  uranium  fuel  that  would  not  also  be  subject 
to  a  cartel  of  foreign  powers.  Utilities  themselves,  for  all 
these  reasons  plus  pole-vaulting  construction  cost  esti- 
mates, are  canceling  or  postponing  projected  atomic 
power  plants. 

It's  no  use  to  say  that  nobody's  yet  died  from  an  atomic 
plant  accident  or  incident.  The  fact  that  there  have"  been 


a  number  of  widely  publicized  leaks,  fires  and  other  ac- 
cidents—though without  fatalities— doesn't  reassure  an  in- 
creasingly dubious  public. 

It's  no  use,  either,  saying  that  we  "have  to"  have  atomic 
power  to  meet  power  demand.  If  the  public  won't  have 
it,  other  ways  will  be  found  to  fill  power  needs,  or  power 
"needs"  will  be  reduced  by  the  simple  fact  of  not  having 
all  we  want. 

All  this  is  not  to  say  that  atomic  power  has  a  dwin- 
dling future.  I'm  simply  pointing  out  that  the  glibly  rosy 
forecasts  of  a  geometric  increase  in  this  energy  source 
have  evaporated  and  won't  be  resurrected  until  the  afore- 
mentioned problems  are  met  with  more  convincing  answers. 

The  heat's  now  on  for  more  coal,  less  for  atomic  ener- 
gy, to  reduce  our  soaring  dependence  on  OPEC  oil. 
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ENERGY  CONSERVATION  COULD  WORK  WONDERS 


The  ability  of  Americans  to  do  with  less,  to  conserve  if 
it's  essential,  is  quite  extraordinary. 

That  was  proved  with  every  type  of  rationing  during 
World  War  II.  It  is  being  proved  anew  in  California. 

There,  residents  of  one  major  drought-endangered 
area  reduced  by  40%  their  consumption  of  water  in  a 
one-week  period— through  voluntary  means.  Housewives 


happily  told  on  TV  of  ingenious  methods  they  had  devised 
to  get  along  with  half  the  normal  amount. 

They  made  a  game  of  a  necessity  and  are  well  on  the 
way  to  winning.  It  isn't  simple  but  it  can  be  done.  And 
not  all  ways  of  conserving  energy  need  necessarily  be 
costly. 

Not  conserving  energy  is  what's  become  too  costly. 


IF  THE  NAVY  WANTS  TO  INCREASE  ENLISTMENTS 


it  couldn't  do  better  than  to  phase  out  one  of  the  really 
dumb  Z-grams  that  former  Chief  of  Naval  Operations,  hip- 
lip  shooting  Admiral  Elmo  R.  Zumwalt  Jr.,  zapped  his 
Service  with:  abandonment  of  the  traditional  sailor  uni- 
form of  bell-bottoms,  neckerchiefs  and  white  caps. 

He  decided  to  try  making  'em  look  like  chief  petty 
officers,   and   the  result  is  that  sailors  now  look  like 


a  cross  between  bus  drivers  and  theater  ticket  takers. 

When  the  Navy  Times  recently  polled  80,000  readers, 
88%  of  the  sailors  voted  to  get  the  old  style  traditional 
Blues  back.  As  quickly  as  new  Naval  Secretary  W.  Gra- 
ham Claytor  can  phase  out  the  bellhop  gear  and  return 
to  bell-bottoms,  the  quicker  the  enlistment  and  reenlist- 
ment  curve  of  the  USN  will  climb. 


SOME  NEW  YORK  RESTAURANTS 


Iperbole-137  East  55th  St.  (Tel:  759-9720).  So  good 
I'm  tempted  to  hyperbole.  If  there's  a  better  Italian  res- 
taurant in  town,  I've  not  found  it.  Try  one  of  the 
unique  quail  specialties.  Three  stars  for  sure. 

Joe's  Pier  52-144  West  52nd  St.  (Tel:  245-6652). 
Broadway  hit  producer  Joe  Kipness'  longest-running  hit. 
Has  an  armlock  on  fresh-from-Florida  stone  crabs;  these 
plus  the  cottage  fried  potatoes  and  the  place  being  open 
later  than  most  combine  to  make  it  deservedly  more  pop- 
ular than  Sardi's  is,  or  Toots  Shor's  ever  was. 

Windows  on  the  World-One  World  Trade  Center,  107th 
floor  (Tel:  938-1111).  A  visit  here  is  a  Must;  nowhere 
in  the  whole  wide  world  is  there  another  such  breath- 
taking restaurant  setting.  It's  wonderful  to  find  that  Joe 
Baum's  incredible  success  hasn't  gone  to  his  prices.  The 
food's  imaginatively  good  and  service  has  vastly  improved. 
Warning:  reserve  long,  long  in  advance. 

The  Palace-420  East  59th  St.  (Tel:  355-5150).  The 
Palace  is  a  restaurant  for  being  taken— to  and  at.  The 
many-coursed  meal  is  excellent,  almost  sumptuous.  But 


the  price  is  so  sumptuous  as  to  be  absurd:  for  three, 
with  a  couple  of  drinks  and  the  least  expensive  wine, 
plus  the  arbitrary  23%  service  charge— $336.65.  The  wine 
prices  are  the  worst  ripoffs. 

Mr.  Lee's-337  Third  Ave.  at  23rd  St.  (Tel.  MU  9-6373). 
A  delightful,  off-the-beaten-path  place  with  charming  de- 
cor, excellent  service  and  a  varied,  fine  international  menu. 

Christy's  Skylite  Gardens-64  West  11th  St.  (Tel: 
673-5720).  A  really  lovely  setting.  It's  too  bad  the  food 
is  a  travesty  of  the  menu's  description. 

Sparks  Steak  House- 123  East  18th  St.  (Tel:  GR  5- 
9696).  Advertising  copywriters  could  learn  much  about  the 
impact  of  straight-talking  copy,  naming  competitors  and 
comparing  prices,  by  reading  the  ads  Sparks  Steak  House 
runs  in  New  York  magazine.  Sparks  is  just  as  its  ads  say- 
usually  as  good  as  the  best  at  considerably  less. 

One  Fifth-l  Fifth  Ave.  (Tel:  260-3434).  Done  up 
with  fittings  from  the  vanished  liner  Caronia  and  serving 
food  more  flavorful  than  most  of  what  was  available 
aboard  that  gone  ocean  queen. 


WOULD  YOU  BELIEVE  IT? 


The  news  item  at  right  appeared  on  the  front  page  of 
The  Wall  Street  Journal  on  Feb.  1,  a  day  when  a  lack  of 
energy  resulting  from  our  bitter  winter  resulted  in  some 
deaths  from  freezing,  thousands  of  people  jobless  due  to 
heatless  factories  and  offices,  closed  schools  and  multimil- 
lions  lost  in  destroyed  crops,  all  combined  to  threaten  both 
renewed  inflation  and  retarded  economic  recovery: 

IT  TAKES  A  DUMMY 

to  think  smart  people  always  are. 
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"The  Tennessee  Valley  Authority  was  barred  by 
a  federal  court  from  completing  its  $116-million 
Tellico  Dam  project  because  it  would  wipe  out 
the  only  known  habitat  of  the  Tennessee  snail 
darter,  a  tiny  fish  on  the  endangered-species  list. 
The  TVA  said  it  would  appeal  to  the  Supreme 
Court.'' 

ENLIGHTENING  THE  EDUCATED 

is  the  toughest  job  of  all. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments  

Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F. 


Note  to  Antinukes 

Considering  all  the  controversy  over 
nuclear  power,  it  is  ironic  to  note  that 
the  sun  itself  is  a  gigantic  nuclear- 
power  reactor,  so  what  is  called  solar 
energy  is  really  nuclear  energy. 

—The  New  Yorker 

Women's  Lib,  Russian  Style 

Moscow  (AP)— The  weekly  news- 
paper Literaturnaya  Gazeta  reported 
that  it  has  received  dozens  of  letters 
from  men  who  say  that  the  Soviet 
Union's  new  breed  of  working  women 
have  forgotten  how  to  be  feminine. 
I.  Zimin  of  Leningrad  [wrote]  that 
"every  man  would  like  to  see  in  the 
house  an  atmosphere  of  softness, 
warmth  and,  if  you  will,  purity."  In- 
stead, women  these  days  try  to  act 
like  men,  "smoking,  drinking,  cursing 
and  engaging  in  free  love." 

Since  the  war,  women  have  as- 
sumed an  ever  greater  share  of  the 
Soviet  workload,  making  up  about 
52%  of  the  total  of  collective  farm 
employees  and  48%  of  the  factory 
workers,  according  to  recent  statistics. 


They  continue  to  carry  the  burden  of 
running  Soviet  homes  and  raising 
children,  adding  another  four  or  five 
hours  to  each  workday. 

—International  Herald  Tribune 

Silence  Ain't  Golden 

Public  distrust  of  the  corporation 
is  further  encouraged  by  the  refusal 
of  many  companies  to  abandon  a 
low-profile  approach  to  communica- 
tions. Faced  with  a  rising  chorus  of 
new  demands,  some  companies  have 
chosen,  in  effect,  to  "stonewall  it.  .  .  ." 
They  say  in  Spanish,  "El  que  calla 
otorga"  ...  it  means,  roughly,  that 
"silence  grants  the  point."  In  today's 
atmosphere  of  public  cynicism  and 
doubt,  failure  to  respond  is  tanta- 
mount to  an  admission  of  guilt. 

— W.R.  Grace  VP  Antonio  Navarro 
at  a  Financial  Communications 
Society  Seminar 

Love  in  Colombia 

Cars  in  Colombia  are  like  cows  in 
India.  They  are  regarded  as  sacred 
and  can  never  be  killed.  Even  the 
oldest,  most  decrepit  piece  of  junk, 


shlepped  down  from  the  used-car  lots 
of  Perth  Amboy  or  East  St.  Louis,  is 
regarded  by  Colombians  with  venera- 
tion. A  Colombian  will  exist  on  a 
diet  of  rice  and  beans,  live  in  a  shack 
fit  only  for  pigs,  starve  his  children, 
and  beat  his  wife,  but  when  it  comes 
to  his  car— ah!  then,  sefior,  he  is  a 
lover,  a  father,  a  believer,  and  even 
an  artist.  Cars  in  Colombia  are 
adorned  like  totems.  The  surfaces  of 
these  ancient  Fords  and  Chevies  are 
tattooed  like  a  Maori  warrior. 

—Albert  Goldman, 
New  York  magazine 

The  New  One's  Better 

The  new  Monsignore  is  as  spright- 
ly as  the  old  one  was  lugubrious.  The 
[old]  dining  room  wallowed  in  thick 
red  plush  like  a  dinosaur  in  a  tar  pit. 
The  "Continental"  menu  was  as  pre- 
tentious as  the  decor.  Strolling  (when 
they  weren't  galloping)  violinists  re- 
produced the  sound  of  chalk  skidding 
on  slate  with  uncanny  verisimilitude, 
and  an  uninspired  female  vocalist  was 
circa  1940,  without  the  nostalgia. 

—Gourmet  magazine 


RAILS  ARE  NOT  THE  SOLUTION 


for  our  urban  mass-transit  prob- 
lems. Greater  use  of  buses,  jitneys 
and  car  pools  is. 

While  many  influential  congress- 
men are  still  enamored  of  heavy 
rail  transit  and  are  pushing  for 
more  funding  in  this  area,  Presi- 
dent Carter  is  not.  In  a  handwrit- 
ten memo  to  his  Transporation  Sec- 
retary, Mr.  Carter  cast  doubts  on 
the  wisdom  of  pouring  huge  sums 
of  money  into  large  rail-transit  proj- 
ects. There  are  "preferable  alter- 
natives to  subways,"  he  declared. 

The  President  is  right.  Subways 
and  other  full-scale  systems  are 
prohibitively  expensive  and  take 
many  years  to  build.  Washington 
D.C.'s  Metro  subway  could  end  up 
costing  over  $6  billion,  or  $60  mil- 
lion per  mile,  three  times  original 
estimates.  The  once-touted  Bay 
Area  Rapid  Transit  system  in  San 
Francisco  also  substantially  ex- 
ceeded estimates  and  has  cut  auto 
trips  in  the  BART  area  by  less  than 
1%.  A  comprehensive  subway  sys- 
tem for  Los  Angeles  would  cost 
more  than  the  entire  Interstate 
Highway  program. 

Rail  transit  is  not  only  costly,  it 
is  inflexible.  By  the  time  a  project 


By  M.S.  Forbes  Jr. 

is  finished,  the  traffic  patterns  that 
once  made  the  system  seem  plausi- 
ble may  have  changed,  a  not  un- 
likely occurrence  during  the  ten  to 
20  years  it  takes  to  complete  such 
an  undertaking. 

The  advantages  of  rail  transit  for 
energy  and  pollution  are  more  ap- 
parent than  real.  Electricity  to  run 
the  trains  comes  from  utilities  that 
will  be  relying  more  and  more  on 
coal,  itself  no  small  pollutant.  A 
significant  amount  of  coal-generated 
energy,  moreover,  is  lost  as  it  is 
being  converted  into  electricity. 
Some  small  cars  today  are  probably 
more  fuel  efficient  per  passenger 
mile  than  most  rail- transit  systems. 

The  thrust  in  mass  transit  should 
be  in  making  better  use  of  existing 
roadways,  thereby  saving  countless 
$billions  in  capital  outlays. 

*     *  * 

President  Carter  has  proposed 
abolishing  the  Electoral  College. 
Congress  should  think  long  and 
hard  before  doing  so.  Despite  its 
bad  press,  the  Electoral  College  has 
served  us  well. 

Among  its  virtues  is  that  it  un- 
derwrites our  two-party  system,  one 
of   this   country's    great  political 


strengths.  In  recent  years,  it  has 
twice  (1960  and  1968)  saved  this 
country  from  a  grave  political  crisis 
where  the  popular  vote  was  a  vir- 
tual tie  and  the  outcome  could 
have  been  litigated  for  years. 

Abolitionists  cite  the  nightmare 
of  a  candidate  winning  the  popular 
vote  but  losing  the  Presidency  be- 
cause of  insufficient  electoral  votes. 
That  possibility  is  remote.  It  has 
happened  only  three  times  in  our 
history,  all  in  the  19th  century  and 
under  very  unusual  circumstances. 

In  1888  the  popular  vote  differ- 
ence between  the  candidates  was 
small  and  both  sides  engaged  in 
widespread  voter  chicanery;  the 
Electoral  College  prevented  a  dead- 
lock. In  1876  the  popular-vote  win- 
ner was  deprived  of  the  White 
House  only  because  of  massive 
fraud  on  the  part  of  incumbent  Re- 
publicans. In  1824  the  popular 
vote  was  split  among  four  candi- 
dates. Several  states  didn't  even 
have  an  election;  the  electors  were 
chosen  by  state  legislatures. 

To  junk  a  proven  institution  be- 
cause it  might  not  work  and  sub- 
stitute a  system  with  unforeseeable 
consequences  is  hardly  sensible. 
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With  each  new  life 
begins  an  insatiable  urge 
to  communicate. 


To  live.  To  breathe.  To  love. 
To  understand.  To  be  understood. 

These  compelling  human 
needs  greet  every  newborn  child, 
grow  more  intense  with  every 
passing  year  and,  though 
constantly  fulfilled,  never  become 
less  demanding. 

Yet  of  all  the  fundamental 
needs,  it  can  be  said  that  the 
abilities  to  understand,  to  reason, 
to  communicate  are  the  things  that 
separate  humankind  from  all 
other  forms  of  life. 

We  at  United  Telecom  are  in 
the  business  of  communications. 
In  fact,  every  day  we  help  millions 
of  people  in  nearly  3,000 
communities  talk  to  each  other 
through  United  Telephone,  the 
nation's  3rd  largest  telephone 
system. 

And  at  a  time  when  our  lives 
seem  to  be  growing  more  complex 
and  more  regulated,  we  need 
especially  to  remember  one  other 
inherent  drive.  One  that  is  called 
an  inalienable  right.  One  that  is 
too  often  repressed. 

To  be  free. 

United  Telecom  £55 

United  Telecommunications,  Inc 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


Though  less  than  six  months  old  when  this  picture  was  taken,  Justin  Reed  Pepper  had 
already  learned  to  communicate  effectively  with  his  mother,  Jackie.  The  Peppers  live 
in  suburban  Kansas  City  minutes  from  United  Telecom's  Westwood,  Kansas  headquarters. 


United  Telecommunications.  Inc.,  P.O.  Box  11315,  Plaza  Station,  Kansas  City,  Missouri  64112  United  Telecom  companies:  United  Telephone 
System,  United  Computing  Systems.  North  Electric  Company  New  York  Stock  Exchange  Symbol  UT  Newspaper  listing  UniTel 
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Land  Boom  In  The  Farm  Belt 


How  are  you  going  to  keep  investors  in  Paris— and  Chicago  and 

New  York— after  they've  seen  the  soaring  values  of  fertile  U.S.  cropland? 


For  most  of  1976  the 
stock  market  marked  time 
and  commodity  prices 
edged  downward.  Mean- 
while, the  value  of  good 
farmland  in  Illinois  in- 
creased by  40%.  Choice 
Corn  Belt  tracts  can  now 
bring  nearly^  $5,000  an 
acre,  and  values  there  lead 
a  nationwide  trend:  On 
the  average,  an  acre  of 
U.S.  farmland  sold  for 
$200  as  recently  as  1971. 
Today  it  goes  for  $450. 

Over  the  past  five 
years,  in  fact,  the  value  of 
farm  real  estate  has  ris- 
en by  $230  billion— nearly 
twice  net  farm  income 
during  the  same  period. 
Farmers  today  regularly 
increase  their  wealth  more 
from  the  growing  value 
of  their  land  than  from  tilling  the  soil. 

This  dollars- and-cents  testimony  to 
the  prospects  for  U.S.  agriculture 
has  far-reaching  implications.  Each 
year  about  3%  of  all  farm  real  estate 
changes  hands,  and  outside  investors 
are  clamoring  for  a  piece  of  that  $13- 
billion  annual  market.  Farmers  wel- 
come their  new  source  of  prosperity, 
but  they  are  also  worried  about  be- 
ing priced  out  of  their  traditional  wav 
of  life. 

It  is  easy  to  see  why  rural  land 
values  are  rising.  With  the  best  equip- 
ment (an  investment  of  nearly 
S200,000),  a  midwestern  corn  and 
soybean  operator  can  now  handle  al- 
most 1,000  acres.  That  is  roughly 
twice  the  land  one  man  could  farm 
ten  years  ago,  so  most  farmers  are 
eager  to  expand. 

Also,  farmland  is  an  inflation  hedge. 
The  income  it  produces  rises  with 
crop  prices.  "Farms  historically  sell  at 
a  3%-to-4%  return,"  is  the  way  Iowa 
investor  Irving  Budlong  explains  it, 
"so  when  the  commodity  market  took 
off  back  in   1973,  it  was  just  like 


IBM  tripling  earnings." 

That  fact  did  not  go  unnoticed. 
"Anytime  you  see  an  asset  growing  in 
value  about  25%  a  year  for  several 
years,  everybody  wants  in  on  the  ac- 
tion," says  Neil  Harl,  an  economist 
at  Iowa  State  University.  Wealthy 
corporate  executives,  foreigners  wor- 
ried about  political  instability  at  home, 
and  even  pension  funds  encouraged 
to  diversify  by  recent  reform  legisla- 
tion have  all  joined  the  back-to-the- 
farm  movement.  Besides  big  insurance 
companies  like  Connecticut  Mutual 
and  Prudential,  the  current  market  in- 
cludes Dallas  builder  Trammell  Crow, 
restaurateur  Howard  Johnson,  Arkan- 
sas oilman  Charles  Murphy  and  Prince 
Hans- Adam  of  Liechtenstein. 

Secrecy  surrounds  most  of  these 
transactions.  Farmer-to-fanner  sales 
account  for  nearly  80%  of  all  rural  real 
estate  exchanges,  and  politically  pow- 
erful owner-operators  resent  absentee 
investors  who  bid  up  prices.  Such  sen- 
timents led  to  a  Congressional  inquiry 
early  this  year  that  quickly  scotched 
plans  by  Merrill  Lynch  and  Continen- 


tal Illinois  Bank  to  start  a 
$50-million  program  to 
buy  farmland  for  institu- 
tional investors. 

One  big  Illinois  deal 
typifies  what  is  happen- 
ing throughout  the  Mid- 
west. Last  summer  outside 
investors  paid  $17.5  mil- 
lion for  an  11,000-acre 
farm  owned  by  the  Bruce 
Norris  family,  major  share- 
holders in  Norin  Corp. 
The  farm  management 
subsidiary  of  a  Chicago 
bank  now  runs  this  corn 
and  feedlot  operation. 
Neighbors,  however,  be- 
lieve the  new  owners  are 
Italy's  Agnelli  clan— the 
people  who  control  Fiat. 

Most  absentee  investors 
—especially  foreigners— are 
putting  money  into  farm- 
land for  the  long  haul.  "It's  about  the 
lowest-risk  property  investment  there 
is,"  says  Claude  Ballard,  who  runs 
Prudential's  $14-billion  real  estate 
portfolio.  "First,  they  aren't  going  to 
make  any  more.  Second,  until  some- 
body invents  a  pill  to  replace  food,  the 
Com  Belt  and  the  Mississippi  Delta 
will  always  be  important.  Finally,  the 
wasting  part  of  the  asset  is  just  the  re- 
verse of  most  real  estate.  You  aren't 
paying  for  improvements." 

There's  a  catch  to  all  those  ad- 
vantages, of  course.  Returns  on  farm- 
land can  be  abysmally  low— just  above 
1%  annually  to  absentee  owners  in 
some  prime  Illinois  counties.  Euro- 
peans, however,  are  used  to  land  sell- 
ing for  $8,000  an  acre,  so  they  don't 
balk  at  such  high  prices.  One  lend- 
er joked  to  a  group  of  French  inves- 
tors that  they  could  never  hope  to  get 
rich  from  the  return  on  a  particularly 
expensive  Corn  Belt  tract  they  were 
inspecting.  "We're  already  rich,"  an 
interpreter  responded.  "We  just  want 
to  keep  what  we've  got." 

While  farm  real  estate  helps  some 
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people  preserve  their  capital,  the  re- 
cent price  runup  has  also  made  for- 
tunes for  a  few  savvy  speculators. 
These  tend  to  be  small-town  profes- 
sional men— or  even  wealthy  farm- 
ers—who understand  the  tax  advan- 
tages of  trading  property  and  have 
ready  access  to  money. 

Illinois  investor  Karl  Schewe,  for 
instance,  once  had  a  seat  on  the  New 
York  Stock  Exchange.  But  he  now 
owns  15,000  acres  in  five  states  and 
likes  to  turn  over  his  holdings  often. 
In  one  deal  last  year,  he  bought  3,500 
acres  in  south  central  Illinois  for  $1.3 
million,  resold  it  ten  months  later  and 
doubled  his  money.  His  advice:  "Don't 
buy  expensive  land,  but  offer  cash. 
To  farmers  money  doesn't  just  talk- 
it  shouts." 

Farmland,  however,  isn't  an  op- 
tion for  little  guys.  A  first-time  invest- 
ment of  $250,000  (25%  down  on  a 
$l-million  purchase,  with  financing 
from  the  seller,  a  Federal  Land  Bank 
or  an  insurance  company)  is  about 
minimum  for  an  economic  operation. 
Values  are  attractive  now  in  the  Mis- 
sissippi Delta  where  several  years  of 
bad  weather  have  depressed  prices. 
Many  hard-pressed  cattle  feeders  also 
have  land  for  sale. 

Despite  the  big  front  money,  an 


Stock  options  used  to  be  the  caviar 
of  compensation.  For  a  good  stock- 
option  plan  an  otherwise  intelligent 
fellow  might  work  16-hour  days  while 
hanging  by  his  teeth  from  a  double 
mortgage.  No  more:  Wall  Street's  dol- 
drums plus  last  year's  revisions  in  the 
federal  tax  code  have  combined  to 
make  the  straightforward  stock-option 
plan  about  as  appetizing— and  nutri- 
tious—as unfortified  white  bread. 

As  a  result,  corporations  intent  on 
restoring  their  executive-incentive 
plans  to  the  pinnacle  of  pay  are  ask- 
ing stockholders  to  vote  on  a  bewil- 
dering array  of  changes  this  year- 
some  plain,  some  fancy— in  their  old 
stock-option  arrangements. 

The  simplest  of  the  innovations 
merely  address  the  tax  disadvantages 
created  by  last  year's  phasing  out  of 
the  qualified  stock  option  by  1981. 
Under  the  qualified  plans,  if  shares 
bought  on  option  were  held  for  a 
minimum  of  three  years,  the  major  tax 
was  a  deferrable  capital  gains  charge 
on  price  appreciation  from  the  option 
price.  Profits  realized  on  the  sale  of 


absentee  farmer  doesn't  need  to  know 
beans  about  how  to  run  his  spread. 
Professionals— such  as  Doane  Argicul- 
tural  Service  in  St.  Louis,  Kansas 
City's  Oppenheimer  Industries  or  Nor- 
trust's  farm  management  subsidiary- 
serve  absentee  investors.  Typically 
they  charge  under  10%  of  gross  and 
contract  with  a  nearby  farmer  .  to 
provide  labor  and  equipment  and  to 


". . .  Anytime  you  see  an  asset 
growing  in  value  about  25% 
a  year,  everybody  wants 
in  on  the  action  . . ." 


share  operating  expenses  in  return  for 
50%  of  revenues. 

Farmers  usually  welcome  this  op- 
portunity for  extra  income.  "Machin- 
ery is  a  status  symbol,"  explains  Por- 
ter Martin,  a  real  estate  man  in  De 
Kalb,  111.  who  puts  together  limited 
partnerships  for  farm  investors.  "These 
guys  own  too  much  of  it  and  they're 
eager  to  spread  the  cost." 

Still,  farm  groups  are  pressuring 
Congress  and  state  legislatures  to  en- 
act ownership  limitations  on  real  es- 


shares  bought  through  nonqualified 
options  are  also  taxable  as  capital 
gain,  but  the  difference  between  the 
option  price  and  the  stock  market 
price  on  the  date  the  option  is  ex- 
ercised is  immediately  taxable  at  the 
earned-income  rate. 

Many  of  the  new  plans,  like  the  one 
Alcoa  stockholders  will  be  asked  to 
vote  on  at  their  annual  meeting  later 
this  month,  would  offer  stock-appre- 
ciation rights  with  their  nonqualified 
options:  the  chance  to  turn  in  op- 
tions for  cash  and/ or  stock  equal  to 
the  appreciation  in  market  price  since 
the  option  date.  One  useful  advantage 
of  stock  appreciation  rights:  An  ex- 
ecutive could  trade  some  of  his  op- 
tions for  cash  to  pay  the  tax  on  his 
option-price  advantage  over  the  mar- 
ket price. 

But  many  companies  are  trying 
more  complex  formulas  for  executive 
stimulation,  like  SCM's  Long  Term 
Performance  Award  Plan,  or  Akzona's 
Long-Term  Tandem  Incentive  Plan. 
Generally,  such  plans  award  "perfor- 
mance units"  to  key  executives  based 


tate.  In  Scandinavia,  for  example,  non- 
farmers  are  not  allowed  to  buy  farms 
without  government  approval. 

Eight  years  ago  only  North  Dakota 
barred  corporate  ownership  of  farm- 
land. Now  seven  states  have  similar 
laws,  and  such  laws  are  under  consid- 
eration in  at  least  five  more  states. 
Many  farm  jurisdictions  are  dusting 
off  old  prohibitions  on  alien  owner- 
ship, and  recent  activity  by  bank  trust 
departments  has  set  several  rural  leg- 
islatures to  work  devising  ways  to 
curb  their  power. 

Regardless  of  what  happens,  for  the 
past  several  years  farmland  has  been 
one  of  the  best  investments  in  the  U.S. 
—and  it  appears  to  be  one  opportunity 
that  Wall  Street  has  missed.  "You  just 
don't  find  city  boys  in  this  market," 
says  Thomas  McCafferty,  manager  of 
Doane's  real  estate  investment  depart- 
ment. "All  the  investors— corporate  ex- 
ecutives, accountants,  doctors— seem 
to  have  been  born  on  a  farm."  Garrett 
Cole,  who  advises  buyers  at  Oppen- 
heimer Industries,  agrees:  "Old-line 
wealth  in  the  U.S.  comes  from  manu- 
facturing, so  most  people  with  money 
don't  even  think  about  agriculture. 
Europeans  and  South  Americans  come 
from  a  landed  gentry.  They're  com- 
fortable with  farms."  ■ 


on  their  attainment  of  specified  earn- 
ings objectives.  Pay  by  performance 
unit  can  be  tricky,  however.  In  SCM's 
plan,  the  units  are  valueless  until  the 
company  meets  its  earnings  objectives. 
Worth  is  determined  by  Wall  Street's 
response. 

To  the  company,  performance  unit 
awards  have  the  advantage  of  hedg- 
ing the  corporation  against  stock  mar- 
ket indifference.  To  the  employee,  of 
course,  the  size  of  the  reward  remains 
dependent  on  the  whims  of  Wall 
Street. 

Citicorp  stockholders  will  vote  on  a 
different  plan  this  month.  The  big 
New  York  bank  would  give  key  em- 
ployees rights  to  purchase  its  stock 
at  market  or  book  value  on  the 
grant  date  within  ten  years.  An  em- 
ployee taking  the  book-value  option 
would  eventually  sell  his  shares  back 
to  Citicorp  at  the  then  current  book 
value.  Since  Citicorp  has  been  paying 
out  about  32%  of  its  earnings  in  div- 
idends over  the  last  five  years,  the 
book  value  has  been  growing  by  an 
average  11.4%  annually.  Earnings  in 
the  same  period  have  been  growing 
by  some  16%  per  year. 

By  turning  its  back  on  Wall  Street, 
the  book-value  plan,  as  Citicorp  pro- 
poses it,  is  the  only  new  incentive 
program  that  almost  guarantees  ap- 
preciation commensurate  with  a  com- 
pany's earnings  growth.  ■ 


Fortified  Bread 


Tax  law  changes  and  a  sluggish  stock  market  have  about 
ruined  the  old  stock  option.  But  where  there  is  a  will. . . . 


26 


FORBES,  APRIL  15,  1977 


Technology  Versus  Tariffs 


When  two  proud  U.S.  companies  have  to  sell  products  made  by 
two  Japanese  companies,  the  world  has  changed. 


The  sexiest  item  in  the  electronics 
business  today  is  the  home  video  re- 
corder; and  for  now,  at  least,  the  lead- 
ing contenders  for  that  potential  bil- 
lion-dollar market  are  Japan's  Sony 
Corp.  and  Matsushita  Electric. 

The  quick  breakaway  began  last 
February  when  Sony  stunned  the  U.S. 
consumer  electronics  industry  by  per- 
mitting Zenith  Radio  Corp.  to  market 
its  Betamax  home  TV  recorder  here 
under  the  Zenith  label.  To  videodisc 
proponents  RCA  (Selecta Vision)  and 
North  American  Philips/ MCA  (Disco- 
Vision),  the  deal  was  no  idle  threat. 
Together  they  had  spent  an  estimated 
$150  million  to  perfect  their  versions. 
Sony  had  already  sold  over  150,000 
Betamax  videotape  recorders  (50,000 
of  them  in  the  U.S.)  and  expects  to 
produce  another  300,000  this  year. 

For  RCA  and  Philips/ MCA,  it  was 
a  moment  of  truth.  They  cannot  af- 
ford to  let  the  race  for  all  those  home 
video  playback  dollars  start  without 
them.  Not  only  would  the  early  ar- 
rivals in  such  a  new  market  get  the 
consumer's  attention,  but  a  good 
product  could  command  his  loyalty. 

Without  a  marketable  product  of  its 
own,  RCA  made  what  many  observers 
read  as  a  desperation  move.  It  signed 
to  sell  Matsushita's  home  video  record- 
er (called  VHS)  here,  a  product  sim- 
ilar to  Sony's,  if  not  as  market-tested. 

As  for  Philips/ MCA,  its  disc  record- 
er is  due  on  the  market  sometime 
late  this  year.  But  Sony's  quick  start, 
plus  RCA's  jumping  in  with  Matsu- 
shita, could  force  those  companies  to 
move  faster— though  nobody  is  talking 
about  future  plans. 

All  of  the  companies  involved  want 
to  become  market  factors  in  a  po- 
tentially vast  industry.  They  know 
eventually  the  big  money  will  be  in 
the  razor  blade— professionally  record- 
ed entertainment  or  educational  ma- 
terial purchased  much  as  record  al- 
bums are  today— rather  than  in  the  ra- 
zor—the playback  machines.  Sony  al- 
ready sells  on  average  ten  blank  tapes 
—which  can  be  erased  and  used  again 
many  times— for  each  Betamax.  It  has 
also  contracted  with  Paramount  Pic- 
tures here  to  begin  preparing  pre- 


taped  entertainment  material. 

Still,  RCA  may  be  buying  time  with 
the  Matsushita  deal.  There  are  a  few 
potential  potholes  ahead  for  Sony  and 
Matsushita.  For  one  thing,  the  cas- 
settes for  the  Betamax  and  VHS  ma- 
chines are  not  interchangeable.  The 
consumer  confusion  that  could  result 
is  only  one  way  that  the  Japanese  vid- 
eo recorders  could  lose  ground  later 
on  to  videodiscs. 

Tape  quality  is  another  big  ques- 


tion mark.  The  standard  tape  has  been 
one  hour  long.  Sony  will  this  summer 
begin  selling  a  two-hour  tape,  while 
Matsushita  plans  a  four-hour  VHS  tape 
for  introduction  this  fall.  But  Harvey 
L.  Schein,  49,  a  lawyer  who  has  been 
president  of  the  Sony  Corp.  of  Amer- 
ica since  1972,  points  out  that  Sony 
is  now  manufacturing  20,000  Beta- 
maxes  a  month,  while  Matsushita  has 
been  turning  out  its  VHS  machines 
at  a  fraction  of  Sony's  rate.  Also, 


long-playing  tapes  are  inherently  poor- 
er in  quality.  Says  Schein:  "Let's  see 
what  quality  level  they  can  maintain 
on  the  four-hour  tape  when  they  get 
into  volume  production." 

Sony  is  good  at  keeping  its  compe- 
tition on  the  defensive.  Last  fall  MCA, 
with  its  large  stock  of  movies,  joined 
Walt  Disney  Productions— which  also 
has  a  giant  library  of  film  and  tape- 
in  a  lawsuit  charging  Sony  with  copy- 
right infringement,  based  on  Beta- 


max's  recording  capability. 

But  stopping  Sony  won't  be  that 
easy.  Even  though  the  competition 
from  Matsushita  could  make  it  reduce 
its  price  here  from  $1,000  to  around 
$800  soon,  it  will  probably  make  up 
in  volume  for  what  it  loses  in  broad- 
er margins.  Surging  video  cassette 
sales  should  also  aid  profits. 

In  fact,  within  five  years  Sony 
could  have  over  $1  billion  in  U.S. 
sales  alone.  Besides  Betamax,  Schein 


Sony's  Morita  And  Sony  U.S.'  Schein:  Smiling  because  Sony's  Betamax  has 
stolen  a  march  on  U.S.  firms  in  a  potentially  billion-dollar  market. 
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looks  for  new  broadcasting  and  dic- 
tating equipment,  plus  additional  col- 
or-TV volume  to  spur  Sony's  quick 
U.S.  growth. 

That  isn't  all.  With  its  Zenith  deal 
for  Betamax,  Sony  may  soon  be  al- 
most as  much  an  American  company 
as  it  is  Japanese.  Consider:  Given  the 
near-saturation  of  the  Japanese  color- 
TV  market— over  90%  compared  with 
70%  to  75%  here-Sony  could  wind  up 
selling  more  color-TV  sets  here  than 
in  its  home  country  by  1981.  Perhaps 
more  important,  it  already  manufac- 
tures 60%  of  the  color  sets  it  sells  here 
at  a  big  plant  in  San  Diego.  By  1980 
that  figure  could  be  much  higher. 

With  that  San  Diego  plant,  Sony 
is  already  virtually  invulnerable  to 
U.S.  tariff  threats.  When  the  U.S.  In- 
ternational Trade  Commission  recent- 
ly found  that  Japanese  color-TV  im- 
ports were  injuring  the  U.S.  indus- 
try and  recommended  higher  duties, 


the  price  of  Sony  American  Deposi- 
tary Receipt  shares  on  the  New  York 
Stock  Exchange  went  up.  Why  not? 
The  ruling  obviously  favored  U.S.- 
made  goods— like  Sony's. 

Sony  has  been  smart.  It  took  the 
two  U.S.  dollar  devaluations  in  the 
early  1970s  as  its  signal  to  begin  man- 
ufacturing here,  at  a  time  when  U.S. 
electronics  firms  were  rushing  to  set 
up  plants  in  the  Far  East.  Says  Sony's 
55-year-old  chairman  and  cofounder, 
Akio  Morita,  "I  always  travel  in  the 
opposite  direction." 

The  opposite  direction  was  obvi- 
ously the  right  direction.  Last  year 
(when  it  earned  a  record  $104  mil- 
lion), $445  million  of  Sony's  $1.6- 
billion  sales  came  from  the  U.S. 
market,  a  substantial  amount  pro- 
duced here,  including  most  of  its  high- 
margined  Trinitron  color-TV  sets.  By 
now,  Sony  is  a  bona  fide  multination- 
al manufacturer.  Besides  the  San  Di- 


ego plant  and  a  new  Alabama  video- 
tape plant,  it  owns  a  German  TV  pro- 
ducer (Wega  Radio)  and  operates  a 
large,  new  color-TV  plant  in  the  U.K. 

But  such  a  multinational  stance 
does  produce  its  contradictions  and 
ironies.  For  example,  while  a  U.S.  tar- 
iff against  color- TV  sets  could  not  hurt 
Sony  here,  it  could  hurt  in  Japan.  A 
tariff  might  set  off  "reverse  dump- 
ing"—a  price  war  in  which  competing 
manufacturers  try  to  compensate  in 
Japan  for  lost  volume  here. 

Speaking  of  ironies,  how  about  the 
ignominy  of  two  great  U.S.  compa- 
nies, RCA  and  Zenith,  setting  out  to 
conquer  a  potentially  enormous  new 
U.S.  market  with  Japanese-made 
products?  Add  that  to  Sony's  already 
strong  manufacturing  base  here,  and 
the  possibility  arises  that  someday 
soon  the  U.S.  may  have  to  concede 
foreign  technological  superiority  just 
to  protect  jobs  here.  ■ 


Bean  Bagged 


In  soap,  Procter  &  Gamble  may  be  giving  the  baths, 
as  usual.  But  in  coffee  it  seems  to  be  taking  one. 


Folger  Co.,  the  nation's  second-larg- 
est coffee  roaster,  has  seemed  an  ace 
up  Procter  &  Gamble's  sleeve  ever 
since  P&G  acquired  Folger  in  1963. 
Slowly  and  quietly,  P&G  turned  a  re- 
gional coffee  company  into  a  national 
contender,  especially  in  regular  coffee. 
While  Folger  became  one  of  P&G's 
least  profitable  operations,  accounting 
for  only  3/2%  to  4%  of  net  income  and 
about  6%  of  sales  ($390  million  last 
year),  it  still  seemed  to  have  the  po- 
tential one  day  to  rock  General  Foods 
Corp.,  the  leader  in  coffee.  By  1975 
Folger  had  21%  of  the  regular  coffee 
market  compared  with  GF's  35%. 

Then  came  the  freeze  in  Brazil  in 
the  summer  of  1975  (killing  thousands 
of  coffee  trees),  war  in  Angola  and 
floods  in  Colombia.  Green  coffee 
prices  began  their  spiral  upward  from 
60  cents  a  pound  to  more  than  $3  re- 
cently. To  Folger,  it  meant  stopping 
the  expansion.  In  the  past  12  months 
it  has  also  meant  what  H.  John  Lan- 
kester,  Folger 's  manager  of  coffee 
buying,  admits  are  "substantial  losses" 
at  the  bottom  fine. 

P&G  will  not  estimate  the  size  of 
those  losses,  but  other  people  will. 
"Folger  will  have  a  very  serious  nega- 
tive effect  on  Procter's  earnings  this 
year,"  says  Hercules  Segalas,  an  ana- 
lyst at  Drexel  Bumham.  He  predicts 
that  Folger's  losses  will  knock  down 
P&G's  earnings  by  25  cents  a  share, 
which,  if  correct,  means  a  Folger  loss 


of  some  $20  million. 

General  Foods  says  it  is  still  mak- 
ing money  in  coffee,  although  at  a 
much  smaller  return  than  it  averages 
for  other  packaged  foods.  Coffee 
brings  in  about  40%  of  GF's  worldwide 
total  sales  historically.  But  both  com- 
panies have  been  around  the  coffee 
markets  for  a  long  time.  Why  isn't 
Folger  faring  as  well? 

The  rumor  in  the  trade  is  that  Fol- 
ger has  shown  losses  in  the  tens  of 
millions  by  selling  futures  short  and 
then  being  unable  to  cover  its  posi- 
tion as  prices  moved  up  at  a  swift 
rate.  Says  one  New  York  importer  who 
deals  with  Folger:  "I  guess  they  found 
out  they  couldn't  fight  this  market." 

P&G  Rebuttal 

Speaking  through  a  spokesman 
(P&G  doesn't  allow  division  managers 
to  be  interviewed  directly),  Lankester 
retorts  that  it  may  look  as  if  Folger 
dropped  a  bundle,  the  way  futures 
prices  have  moved  up.  But  he  claims 
that  Folger  has  not  deviated  from  its 
normal  "game  plan,"  which  is  to  hedge 
some  purchases  by  selling  an  equiva- 
lent amount  in  the  futures  market. 
Furthermore,  he  says,  any  losses  have 
not  amounted  to  tens  of  millions. 

Folger's  losses  in  coffee  are  being 
magnified  because  it  carries  its  inven- 
tory on  the  last-in,  first-out  method, 
while  General  Foods  uses  the  average- 
cost-of-market    method.    LIFO  has 


turned  Folger  into  a  bull  in  its  pric- 
ing. It  raised  wholesale  prices  $1.15  a 
pound  ahead  of  everyone  else  during 
February  and  March  alone.  GF  also 
can  play  from  strength  because  it  is  a 
large  force  in  the  world  wholesale 
market,  while  Folger,  serving  only  the 
U.S.,  has  even  gone  into  the  futures 
market  to  seek  actual  delivery. 

GF  also  obtains  leverage  by  buying 
coffees  for  its  instants,  which  provide 
about  two-thirds  of  its  coffee  profits 
in  the  U.S.  Consumers  have  been  turn- 
ing to  the  instants  because  they  yield 
more  cups  per  pound  and  per  dollar. 
Also,  the  beans  themselves  are  cheap- 
er robusta  types  from  Africa.  GF  has 
50%  of  the  instant  market,  Folger  less 
than  8%. 

"Remember  that  the  value  of  the 
inventory  we  have  purchased  contin- 
ues to  go  up,"  says  Lankester  through 
the  P&G  spokesman.  Because  of 
LIFO,  when  the  present  bull  market 
in  coffee  turns  to  a  bear,  Folger  should 
get  a  better  ride  downward  than  GF. 
If  wholesale  prices  drop  more  slowly 
than  green  bean  prices,  Folger  should 
be  able  to  widen  its  margins. 

That  will  happen  within  18  to  24 
months  only  if  there  isn't  another  kill- 
ing frost  this  summer  over  Brazil's  cof- 
fee lands;  if  any  dock  strike  by  the 
longshoremen's  union  this  fall  is  not 
a  long  one;  and  if  the  coffee  market 
otherwise  straightens  out.  Observers 
wonder  whether  producer  countries 
don't  have  more  bags  in  their  ware- 
houses than  they  are  admitting.  "Sup- 
plies are  tight,  but  there  is  no  real 
world  shortage,"  says  Lankester.  "I 
see  no  reason  why  prices  should  be  so 
high."  If  prices  are,  indeed,  being 
rigged,  the  coffee  market  may  be  in 
for  a  long  period  of  instability.  ■ 
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Over-Powering 
At  The  REA 


Rural  electric  cooperatives  helped  America  grow. 
Should  Uncle  Sam  still  be  doing  the  same  for  them? 


When  Congress  set  up  the  Rural 
Electrification  Administration  back  in 
1935,  only  11%  of  U.S.  farms  had  elec- 
tricity. REA's  cooperatives— helped  by 
low-cost  government  loans— quickly 
changed  that.  Wiring  backwoods 
America  provided  thousands  of  jobs 
and  boosted  the  economies  of  hun- 
dreds of  small  towns. 

Today,  however,  there  is  reason  to 
wonder  whether  parts  of  that  aid  pro- 
grain  have  outlived  their  usefulness. 
Coops  now  have  $12  billion  in  assets 
and  combined  revenues  of  nearly 
$4.5  billion,  more  than  any  privately 
owned  electric  company.  REA's  8  mil- 
lion customers  are  no  longer  isolated 
farmers:  Over  20%  of  the  systems' 
power  goes  to  large  industrial  users, 
and  much  residential  and  commercial 
demand  now  comes  from  suburban 
areas  like  Manassas,  Va.,  near  Wash- 
ington, D.C.,  and  Marietta,  Ga.,  out- 
side Atlanta. 

Despite  their  upgraded  markets, 
REA's  980  systems  still  get  lots  of  gov- 
ernment help.  Coops  that  distribute 
power  can  borrow  at  5%  from  a  $900- 
million  fund  and  take  35  years  to  pay; 
most  utilities  are  lucky  to  get  8%  for 
30  years.  Coops  that  generate  power 
have  another  plum:  loans  at  federal 
rates— well  below  market— and  federal 
financing  with  no  debt  ceiling.  REA 
will  lend  them  $5  billion  this  year, 
over  three  times  the  1975  figure. 

If  that  isn't  enough,  coops  buy  one- 
third  of  their  electricity  from  federal 
power  projects— at  prices  that  aver- 
age 75%  below  what  private  utilities 
charge.  REA  coops  are  tax-exempt  to 
boot  and  have  an  800-man  REA 
staff  to  offer  technical  assistance. 

Does  the  entire  system  need  federal 
help  in  such  huge  doses?  "One-fourth 
of  the  coops  are  now  strong  enough 
financially  to  get  their  funds  from  the 
open  market,"  says  J.K.  Smith,  who 
heads  the  Cooperative  Finance  Corp., 
a  supplemental  lender.  Smith  fig- 
ures another  25%  of  the  industry 
could  get  by  well  enough  with  a  blend 


of  private  and  governmental  money. 

Easy  access  to  capital,  however,  en- 
courages rural  electrics  at  a  time  when 
other  utilities  are  slowing  growth. 
Coop  managers  are  asking  for  $14  bil- 
lion over  the  next  two  years.  That  is 
nearly  50%  more  than  the  total  for 
REA's  first  four  decades. 

Some  schemes  are  grandiose.  Forty- 
two  big  generation  coops  now  pro- 
duce 20%  of  all  REA  power,  and 
over  one  year  ago  a  group  of  rich 
midwestern  systems  considered  bid- 
ding for  Kennecott  Copper's  Peabody 
Coal  subsidiary.  They  backed  off,  but 
a  Missouri  group  did  buy  a  $20-mil- 


lion  chunk  of  Peabody's  reserves. 

In  the  old  days,  investor-owned 
utilities  waged  ideological  warfare 
with  the  REA,  but  the  coops'  increas- 
ing size  and  affluence  are  ending  that 
rivalry.  Georgia's  rural  electric  coops, 
for  example,  used  to  buy  90%  of  their 
electricity  wholesale  from  Southern 
Co.'s  Georgia  Power.  Like  most  inves- 
tor-owned utilities,  GP  sold  to  the 
coops  begrudgingly;  it  felt  their 
growth  might  limit  its  own.  "We 
didn't  need  them  and  we  didn't  want 
them,"  recalls  Vice  President  George 
Edwards. 

Now  the  39  Georgia  coop  systems 
have  formed  the  Oglethorpe  Electric 
Membership  Corporation  to  generate 
their  own  power.  It  already  owns  30% 
of  four  GP  plants— one  on  line  and 
three  under  construction— and  aims  for 
self-sufficiency  by  1990.  "Without  the 
coops,  we  probably  couldn't  afford  to 
build  those  plants,"  Edwards  says. 

In  effect,  some  lucky  companies  can 
grab  onto  REA's  subsidized  coattails. 
At  the  same  time,  however,  many  of 
the  bigger  coops  really  don't  need 


government  help.  Oglethorpe  manager 
Bud  Stacy  thinks  the  low-cost  loans 
are  important.  "But  without  them, 
we'd  just  go  slower,"  he  adds. 

Politics  is  a  major  reason  why  coops 
are  so  well  fixed.  REA  serves  46 
states,  and  each  system's  ten-man 
board  contains  local  bigwigs  that 
make  ideal  lobbyists.  "Rural  congress- 
men are  doggone  proud  of  their 
coops,"  boasts  REA  Administrator 
David  Hamil,  a  former  Colorado  sys- 
tem manager  who  was  just  reap- 
pointed by  President  Carter. 

The  industry  last  flexed  its  muscle 
in  1973  after  the  Nixon  Administra- 


tion refused  to  spend  the  $350  mil- 
lion coops  were  to  receive.  That 
brought  hundreds  of  coop-ers  to 
Washington.  They  weren't,  however, 
satisfied  merely  with  putting  the  old 
program  back  on  the  books.  They 
sought— and  got— a  new  authority  to 
develop  generation  and  transmission 
facilities.  Those  account  for  most  of 
the  recent  REA  growth.  Congress 
gave  the  coops  an  extra  treat  by  re- 
moving their  loans  from  the  normal 
appropriations  process. 

Government  reorganization,  how- 
ever, may  change  the  ground  rules 
for  rural  electrics.  President  Carter's 
proposals  could  force  REA  out  of  its 
comfortable  niche  in  the  Department 
of  Agriculture  and  into  the  proposed 
Department  of  Energy.  Carter  has  al- 
ready recommended  that  the  Energy 
Secretary  have  final  approval  for  all 
generation  and  transmission  loans. 
Coop  managers,  of  course,  oppose 
that  move.  Looking  at  their  industry 
in  the  context  of  the  national  energy 
needs  might  mean  less  federal  help 
for  some  of  its  stronger  members.  ■ 


". . .  REA-assisted  coops  now  have  $12  billion  in  assets 
and  combined  revenues  of  nearly  $4.5  billion,  more 
than  any  privately  owned  electric  company . . ." 
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Bluhdorn  Is  At  It . . .  Again 


Has  Charles  Bluhdorn  completely  lost  his  marbles, 
offering  twice  the  market  value  for  ailing 
Madison  Square  Garden?  Don't  you  believe  it. 


At  the  time  he  makes  them,  many 
of  Charlie  Bluhdorn's  deals  don't 
seem  to  make  sense— at  the  time  he 
makes  them. 

Remember  Paramount  Pictures?  It 
was  going  to  wreck  Gulf  &  Western, 
the  critics  said.  Instead  it  brought 
Love  Story  and  The  Godfather.  They 
said  the  same  thing  when  Bluhdorn 
bought  into  sugar,  zinc,  credit— weak 
companies,  all  in  sick  industries. 

But  Madison  Square  Garden?  It  is 
earning  less  than  5%  on  equity  capi- 
tal, is  deeply  in  debt  and  its  shares 
were  selling  for  $5  until  Bluhdorn 


Jean  Baptiste  Colbert,  the  17th- 
century  French  statesman,  once  com- 
pared collecting  taxes  to  plucking 
goose  feathers:  "The  art  of  taxation 
consists  in  plucking  the  goose  so  as  to 
obtain  the  largest  amount  of  feathers 
with  the  least  possible  amount  of 
hissing." 

Well,  it's  mid-April  and  you  feel 
like  a  plucked  goose.  Worse,  you  may 
feel  like  one  who  gave  more  than  his 
fair  share  of  feathers,  but  chose  not 
to  do  any  hissing.  When  a  nasty  In- 
ternal Revenue  Service  agent  asserted 
you  shortchanged  Uncle  Sam  by,  say, 
$15,000,  your  lawyer  said  the  law  was 
100%  on  your  side.  Unfortunately,  it 
might  have  cost  $25,000  to  prove  it. 
So  what  can  a  prudent  goose  do  but 
shut  up  and  pay  up— even  if  he  is  in 
the  right? 

At  last,  there  may  be  a  better  an- 
swer. Late  last  year,  Congress  passed 
the  Civil  Rights  Attorney's  Fees 
Awards  Act.  It's  a  liberal  bill,  but  it 
contains  a  neat  bit  of  conservative  ju- 
jitsu:  an  amendment  by  Senator  James 
B.  Allen  (D— Ala.)  that  Albert  Ellen- 
tuck,  national  tax  partner  in  the  ac- 
counting firm  of  Laventhol  &  Hor- 


came  along  last  month  and  offered 
$10  for  each  of  the  2.9  million  shares 
(60.9%)  of  the  stock  G&W  didn't  al- 
ready own. 

This,  at  a  time  when  G&W  already 
has  a  bad  credibility  gap.  Its  stock, 
$13  a  share,  four  times  earnings,  is 
down  40%  from  last  year;  its  former 
general  counsel  is  reportedly  "singing" 
to  the  Securities  &  Exchange  Com- 
mission; and  profits  in  the  second 
quarter  of  fiscal  1977  (ending  July 
31)  were  down  25%— the  first  such  dip 
in  eight  years. 

And  now  Bluhdorn  wants  Madison 


wath,  says  may  allow  a  taxpayer  who 
wins  his  case  to  force  the  government 
to  pay  his  legal  fees. 

The  overall  law  was  got  up  on  be- 
half of  various  civil  rights  groups;  un- 
der it,  they'll  now  be  able  to  sue  the 
government  and  private  parties  for, 
say,  sex  discrimination  in  education 
and,  if  they  win,  force  the  loser  to  pay 
their  court  costs.  Why,  Allen  reasoned, 
limit  the  sauce  to  the  liberal  geese? 
Why  not  extend  the  principle  to  the 
plucked  flock  of  the  IRS?  His  amend- 
ment makes  the  law  applicable  to 
cases  brought  under  the  Internal  Rev- 
enue Code  and  to  parties  "other  than 
the  government."  In  other  words,  it 
gives  the  geese  a  chance  to  pluck 
the  IRS. 

Mississippi  State  Highway  Patrol- 
man Tony  M.  Smith  (see  photo,  p.  31 ) 
is  trying  to  do  some  plucking  right 
now.  In  1973  the  IRS  began  a  cam- 
paign to  force  Mississippi's  500-odd 
troopers  to  report  their  meal  allow- 
ances as  taxable  income.  A  number 
of  prior  court  cases  on  the  same  mat- 
ter had  gone  against  the  IRS.  None- 
theless, the  IRS  presented  Smith  a 
bill  asserting  he  owed  $226  on  his 


Bargain  Buyer:  Famous  names  with 
depressed  operations  selling  cheap 
continue  to  be  Bluhdorn's  game. 


Square  Garden  at  a  100%  premium 
over  market?  Can't  Charlie  ever  stop? 
Can't  he  quit  pushing  his  luck? 

The  answer  seems  to  be:  not  so 
long  as  there  are  bargains  around. 

Isn't  the  tender  price  double  the 
old  market  price?  Yes  it  is,  but  look 
at  book  value— nearly  $20  a  share, 
double  the  tender  price.  And  look 


unreported  meal  allowance  "income." 

Luckily  for  Smith,  Mississippi  State 
Senator  Ben  Stone  is  a  shrewd  lawyer 
with  political  ties  to  the  state  cops. 
Stone  took  Smith's  case,  advised  him 
to  pay  the  $226  and  then  sue  for  a 
refund. 

First  Stone  beat  the  government  in 
the  U.S.  District  Court.  He  won  again 
in  the  Fifth  Circuit  Court  of  Appeals. 
But  the  IRS  is  hanging  in  there.  The 
$226  Smith  case  is  headed  for  the 
Supreme  Court,  and  Smith  has  al- 
ready spent  $17,500  worth  of  his  law- 
yers' time  to  defend  himself.  Citing 
the  Allen  amendment,  lawyer  Stone  is 
now  arguing  that  the  government  must 
pay  Smith's  legal  costs  if  Smith  ulti- 
mately prevails.  If  Stone  and  Smith 
win  their  fees,  they  may  become  mi- 
nor U.S.  folk  heroes. 

The  IRS  In  Pain 

According  to  Laventhol  &  Hor- 
wath's  Ellentuck,  this  is  precisely  the 
kind  of  case  Congress  had  in  mind 
when  it  passed  the  Allen  Amendment. 
It's  just  a  way  of  balancing  the  pow- 
er between  the  geese  and  the  IRS,  he 
says.  Under  the  threat  of  paying  for 
wronged  taxpayers'  lawyers,  overzeal- 
ous  agents  and  litigators  will  be  in- 
clined to  think  twice  before  taking  on 
a  taxpayer. 

Understandably,  the  IRS  is  mighty 
concerned.  As  IRS  Commissioner 
Donald  Alexander  put  it  last  Septem- 
ber: ".  .  .  once  the  concept  of  reim- 
bursement is  introduced,  it  will  be 


Good  News  For  The  Geese 


Thanks  to  a  new  law,  victorious  taxpayers  may  bill 
Uncle  Sam  for  the  costs  of  fighting  the  Internal 
Revenue  Service.  The  IRS  is  worried.  Very  worried. 
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how    understated    book    value  is. 

Item:  The  valuable  franchises  to 
operate  the  New  York  Knickerbockers 
basketball  team  and  the  New  York 
Rangers  hockey  team,  plus  an  80%  in- 
terest in  International  Hobday  on  Ice, 
are  carried  at  only  $2.4  million.  This 
is  absurdly  low  at  a  time  when  the 
cost  of  a  single  star  can  run  to  mil- 
lions. A  better  figure  for  the  value  of 
these  teams  would  be  $20  million. 
That's  an  extra  $4  per  share. 

Item:  The  corporation  is  rich  in  un- 
dervalued real  estate.  The  prospectus 
for  the  tender  clearly  states  all  real 
estate  is  carried  on  the  books  at  the 
lower  of  original  cost  or  current  sales 
value.  No  inflated  value  there.  In  fact, 
a  sale  of  properties  in  Chicago  and 
Long  Island  last  year  produced  an 
aftertax  profit  of  $525,000.  A  new 
sale  is  now  in  progress,  which  will 
produce  a  similar  profit. 

Item:  Last  February,  fire  destroyed 
the  grandstand  and  clubhouse  at 
Madison  Square's  Illinois-located 
Washington  Park  Race  Track,  carried 
on  the  books  for  $3.2  million.  Insur- 
ance coverage  may  bring  in  as  much 
as  $30  million.  These  insurance  pro- 


ceeds, based  on  replacement  cost, 
could  equal  $6  per  share— 60%  of 
G&W's  recent  tender  price.  Mean- 
while the  100-acre  park  and  220  ex- 
tra acres  of  undeveloped  land  adjoin- 
ing remain  in  its  possession. 

Item:  Two  hotels  in  the  Chicago 
area  are  in  trouble,  but  both  have 
the  potential  to  help  the  parent  com- 
pany turn  around.  Selling  off  the  422- 
room  Arlington  Park  Hilton  Hotel 
would  cut  out  operating  losses  and 
depreciation  charges,  and  the  sales 
price  could  be  used  to  reduce  long- 
term  debt,  thus  also  reducing  interest 
charges.  The  big,  new  887-room 
O'Hare  Hilton  Hotel  near  the  airport 
is  improving,  though  still  in  the  red. 
It  is  almost  guaranteed  to  recover  be- 
cause of  its  contract  that  no  new  hotel 
will  be  built  at  the  airport  until  this 
one  has  a  90%  occupancy  rate. 

Item:  For  years  Roosevelt  Raceway 
in  Westbury,  Long  Island  had  been  a 
solid  earner.  Now  the  newly  opened 
New  Jersey  Meadowlands  sports  com- 
plex has  taken  away  much  of  Roose- 
velt's business.  That's  the  bad  news. 
The  good  news  is  that  Roosevelt's  190 
acres  are  very  valuable  land. 


Item:  In  Manhattan,  the  company 
owns  a  whole  city  block  bounded  by 
Eighth  and  Ninth  avenues  and  49tb 
and  50th  streets.  Once  the  site  of  the 
old  Madison  Square  Garden,  it  is  now 
used  as  a  parking  lot  and  may  be  sold. 

Item:  The  new  Garden,  a  $50-mil- 
lion  sports  complex,  often  has  been  in 
the  red.  An  attempt  to  sell  the  Gar- 
den to  the  New  York  Off-Track  Bet- 
ting Corp.  failed  amidst  a  welter  of 
bad  publicity.  Still,  a  sale  and  lease- 
back deal  could  turn  a  loser  into  a 
winner  overnight. 

Adjoining  the  Garden  is  a  29-story 
office  building,  80%  owned  by  the 
Garden.  It  has  1.3  million  square 
feet— all  leased. 

Affording  Patience 

If  Madison  Square  Garden  is  such 
a  good  deal,  why  should  the  smaller 
stockholders  tender  their  stock  to 
G&W?  Why  not  wait  for  all  that  value 
to  become  realized?  Answer:  Big  in- 
vestors can  wait,  little  investors  can't. 

Gulf  &  Western  may  be  having  its 
troubles,  but  Charlie  Bluhdorn  hasn't 
lost  his  zest  for  making  deals  and  fer- 
reting out  bargains.  ■ 


very  difficult  to  limit  its  application  to 
a  particular  taxpayer  or  tax  action." 

William  Friedlander,  one  of  the  IRS 
attorneys  trying  Patrolman  Smith's 
case,  put  it  to  Forbes  like  this:  "A 
lot  of  serious  problems  will  result 
from  it,  in  terms  of  a  large  increase  in 
litigation."  In  other  words,  the  IRS 
is  saying:  Don't  arm  the  geese,  they 
may  take  over  the  farm. 

Not  surprisingly,  the  IRS  is  giving 
the  Allen  amendment  a  very  narrow 
interpretation.  According  to  the  IRS, 
a  taxpayer  qualifies  for  reimbursed 
legal  fees  only  if  he  is  technically  the 
defendant  against  the  government  and 
can  prove  the  government  acted 
against  him  in  bad  faith.  But  lawyers 
agree  that  "bad  faith"  is  extremely 
difficult  to  prove.  Moreover,  they  note 
that  taxpayers  are  technically  defen- 
dants in  perhaps  1%  of  tax  cases.  Usu- 
ally, the  taxpayer  chooses  to  pay  and 
then  sue  the  government  rather  than 
refuse  to  pay  and  let  the  government 
sue  because,  in  the  latter  instance, 
interest  and  possible  penalties  are 
mounting  all  through  the  litigation. 
The  law,  say  backers  of  the  broad  in- 
terpretation, is  meant  to  protect  de- 
fendants in  substance. 

In  any  event,  the  IRS  interpretation 
is  not  what  Congress  intended,  ac- 
cording to  Allen's  legislative  aide, 
Quentin  Crommelin.  "That's  just  gar- 
bage!" he  says.  "There  is  nothing  in 
the  bill  about  bad  faith,  or  about 
taxpayers  being  the  technical  defen- 
dant. If  you  had  been  on  the  floor 
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when  the  amendment  passed,  you'd 
know  it  was  meant  to  be  very  broad 
in  application." 

For  the  time  being,  the  question  is: 
How  will  the  courts  interpret  the 
amendment's  scope?  Even  now  there 
are  plenty  of  requests  in  the  mill.  Ac- 
cording to  a  government  brief  filed  in 
a  Tampa  case  where  a  taxpayer  re- 
cently petitioned  for  reimbursement  of 
legal  fees,  there  have  already  been 
over  13  taxpayer  requests  filed  na- 
tionwide for  reimbursement.  Ner- 
vously eyeing  one  request  for  about 
$36,000,  the  IRS  has  asked  for  a 


speedy  denial  to  stop  the  trickle  be- 
fore it  becomes  a  flood. 

What  if  the  courts  go  along  with 
the  IRS'  narrow  interpretation?  In 
that  case,  Crommelin  says  his  boss 
might  well  present  another  bill  making 
it  unmistakable  that  Congress  wants 
a  broad  application.  With  the  IRS 
digging  ever  deeper  into  the  middle- 
class  pocket,  it  is  hard  to  imagine 
Congress  voting  against  such  a  bill. 

So  it  all  comes  down  to  this:  For 
the  first  time  in  modern  tax  history, 
the  geese  are  being  armed.  Now  who 
says  spring  isn't  in  the  air?  ■ 


The  Accountant:  Albert  Ellentuck's 
research  may  have  opened  the 
gates  to  taxpayer  claims. 


The  Cop:  Mississippi  state  trooper 
Tony  Smith  wants  a  $226  refund. 
His  legal  costs  so  far:  $17,500. 


A  Touch  Of 
British  Realism 


Britain's  United  Biscuits  has  a  theory:  Give  your 
workers  enough  job  security  and  fringe  benefits, 
and  they'll  work  with  you  on  just  about  anything. 


Language  lessons  while  you  work? 
An  in-house  disc  jockey?  Child  care, 
a  hairdresser  and  contraceptive  ad- 
vice? And  in  a  factory,  yet? 

Hector  Laing,  chairman  of  Britain's 
United  Biscuits,  the  world's  second- 
biggest  biscuit  company  after  Nabis- 
co (see  p.  94),  might  seem  like  a 
trendy  young  liberal  trying  to  be 
"meaningful"  toward  his  workers.  In 
fact,  he  is  a  rather  brusque,  dour 
Scotsman  in  his  mid-50s  who  long  ago 
admitted  there  can  be  little  meaning- 
ful about  running  a  giant  cookie  cut- 
ter. So  for  13  years  he  has  tried  to 
help  his  employees  in  other  ways. 

Laing,  like  most  British  industrial- 
ists, opposes  the  majority  report  of 
the  U.K.'s  Bullock  committee,  which 
recommends  that  workers  make  up 
half  of  company  boards.  "It  gives  the 
unions  more  power  and  it  completely 
ignores  middle  management,"  he  com- 
plains. United  Biscuits,  which  owns 
Keebler  in  the  U.S.,  has  had  a  wa- 
tered-down version  of  workers'  partic- 
ipation in  Britain  for  eight  years. 
Now,  with  Bullock  looming,  Laing 
proposes  an  alternative  that  he  is  im- 
plementing in  his  U.K.  factories. 

"Industrial  relations  will  remain  a 
source  of  conflict,"  Laing  warns  in  the 
tone  of  a  stern  schoolmaster,  "so  long 
as  ad-hoc  hiring  and  firing  of  people 
is  used  as  a  means  of  regulating  the 
profitability  of  a  business."  The  es- 
sence of  labor  unrest,  he  believes,  is 
the  fear  of  job  loss  because  of  new 
technology.  "We  go  to  our  workers 
and  say,  T  want  you  to  be  really  ex- 
cited about  this  new  bit  of  machinery. 
But  of  course  they  resist— make  sure 
the  equipment  is  not  as  effective  as  it 
might  be.  It's  human  nature." 

For  Laing,  the  problem  is  an  im- 
mediate one.  His  industry,  he  says,  is 
undergoing  a  major  technological 
change.  This  month  United  Biscuits  is 
installing  the  first  of  dozens  of  com- 
puter-controlled ovens— at  $2.6  mil- 
lion each— that  will  produce  cookies 
in  a  continuous  flow  rather  than  in 
batches.  The  labor  required  per  oven 


will  drop  20%.  Yet  UB  has  promised 
that  no  existing  jobs  will  be  lost. 

Laing  is  making  a  deal.  United 
Biscuits  will  make  investment  in  ex- 
pansion and  new  equipment  the  first 
call  on  profits  at  a  minimum  rate  of 
5%  of  sales  every  year,  regardless  of 
profit  levels.  Laing  figures  that  this  is 
the  reinvestment  level  of  his  biggest 
competitors.  Last  year  reinvestment 
was  just  4.1%  of  UB's  $896-million 
sales.  With  labor  at  25%  of  sales,  the 
new  plan  means  that  in  lean  years 
there  will  be  little  money  left  for 
raises.  Starting  wages  at  the  compa- 
ny are  now  only  $1.70  an  hour.  (Div- 
idends, which  are  under  1%  of  sales, 
are  less  likely  to  be  affected. ) 

Quid  Pro  Quo 

What  do  workers  get  in  exchange 
for  this  hard  line  on  wage  increases? 
Those  with  three  years  at  UB  are 
guaranteed  job  security  for  at  least 
five  years  ahead,  at  any  given  time. 
Ten-year  employees  get  lifetime  se- 
curity. (Are  you  listening,  U.S.  steel- 
makers?) While  job  guarantees— 
which  are  standard  practice  in  Japan 
and  on  the  Continent— exist  in  some 
British  companies,  Laing  thinks  he  is 
the  first  to  have  actually  put  them  on 
paper.  Work-force  reductions  be- 
cause of  the  new  ovens  will  be  ac- 
complished solely  through  normal  at- 
trition plus  early  retirement  incen- 
tives. Says  Laing,  "We  should  be  sub- 
sidizing retirement,  not  unemployment 
among  the  young." 

United  Biscuits'  27,000  employees, 
for  their  part,  promise  to  operate  new 
machinery  efficiently,  as  measured  by 
"added  value"  per  employee,  and  to 
be  flexible  in  the  jobs  they  are  asked 
to  do.  Savings  on  labor  will  go  into 
a  profit-sharing  scheme. 

So  far  there  are  no  plans  to  export 
the  idea  to  Keebler.  "It's  very  dan- 
gerous for  a  man  who  was  born  and 
bred  a  Scot  to  tell  someone  in  Cin- 
cinnati how  to  run  his  company,"  says 
Laing.  "This  is  a  British  solution  to  a 
British  problem." 


New  Deal:  Hector  Laing  promises 
United  Biscuits'  workers  jobs  for  life. 
There's  something  in  it  for  him  too. 

Laing  considers  United  Biscuits 
very  much  "his"  company,  and  it  is. 
His  grandfather  founded  it  in  Edin- 
burgh in  the  early  1900s,  and  his  fam- 
ily still  holds  16%  of  the  stock.  Pater- 
nalism? Perhaps.  Laing  shrugs:  "Peo- 
ple are  too  important  to  be  subordi- 
nated to  slogans." 

The  14  unions  that  represent  UB's 
largely  female  (and  in  some  areas 
largely  Asian)  work  force— and  which 
must  approve  Laing's  plan  before  it 
is  implemented— seem  favorably  dis- 
posed toward  the  company.  "Certain- 
ly we  are  concerned  about  the  trend 
toward  a  declining  labor  component," 
says  Jo  Sinclair  of  the  General  & 
Municipal  Workers  Union.  "If  it  comes 
to  two  people  and  a  lot  of  machines, 
well,  there's  no  way  we  can  go  along 
that  road.  But  this  is  a  stable  opera- 
tion and  existing  jobs  are  secure." 

Of  course,  United  Biscuits  must  al- 
so observe  union  wage  minimums. 
Sinclair  adds  that  Laing's  newly 
beefed-up  worker-participation  pro- 
posals—including putting  two  employ- 
ee representatives  on  the  board— are 
similar  to  what  the  union  itself  rec- 
ommended to  the  Bullock  committee. 

Doesn't  technological  progress  in 
both  industry  and  the  service  sector 
mean  that  what  is  happening  in  Unit- 
ed Biscuits'  factories— machines  re- 
placing people— will  mean  fewer  and 
fewer  jobs  all  the  time  in  industrial- 
ized countries?  "Probably  so,"  says 
Laing,  ever  the  realist.  What  to  do 
about  it?  "Ask  God,"  he  says  soberly, 
then  breaks  into  a  grin.  He  figures 
it's  a  problem  that  society,  not  just 
corporations,  must  deal  with.  ■ 
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The  talking  typewriter! 


my  A.B.Dick  Magna  I™ 
Jectronic  typewriter— 
ncluding  yours  — can  be 
aught  to  talk  to  computers 
>r  other  word  processing 
;quipment. 

i/ith  the  A.  B.  Dick  talking  typewriter, 
onversational  possibilities  are  almost 
ndless.  We  talk  with  computers, 
1agna  Is,  or  other  communicating 
/ord  processors,  over  voice  grade, 
itched  telephone  lines  or  the  TWX 
etwork. 


Use  your  own  phone. 

Or  any  business  phone.  And  because 
text  and  data  can  be  prerecorded  on 
magnetic  cards,  transmitted  com- 
munications are  faster,  more  error-free. 

Responds  automatically, 
day  or  night. 

Unattended  answering  is  available  for 
both  telephone  and  TWX  communi- 
cations. 

Adapts  in  15  minutes. 

We  simply  plug  in  a  printed  circuit 
board,  two  read-only  memory  chips 
and  an  RS-232-C-compatible  inter- 
face cable.  (You  supply  the  modem 


of  your  choice.)  And  that's  it.  Your 
Magna  I  is  ready  to  talk.  At  10,  15,  or 
30  characters  per  second. 
Want  to  start  a  conversation 
rolling? 

For  more  information  on  the  Magna  I 
talking  typewriter,  call  or  write  A.  B. 
Dick  Company,  5700  West  Touhy 
Avenue,  Chicago,  Illinois  60648, 
(312)  763-1900. 


ABDICK 


DISCOVERED  Rl 


A  fungicide  that  helps  wheat  crops 
without  harming  the  environment 


AUniroyal  invention  is  protect- 
ing crops  around  the  world 
from  devastating  diseases.  It  is  far 
safer  than  conventional  fungi- 
cides. And  it  has  valuable  extra 
benefits  for  grain  farmers . 

It  sometimes  seems  as  if  grain 
crops  need  more  medical  care  than 
people.  Among  the  worst  crop-de- 
stroying diseases  are  a  whole  collec- 
tion of  fungi  with  ugly-sounding 
names  like  Loose  Smut,  Flag  Smut 
and  Common  Bunt. 

Until  recently,  these  fungus  dis- 
eases were  held  in  check  by  powerful 
mercuric  fungicides.  But  scientists 
have  learned  that  many  mercury 
compounds  are  poisonous.  They  can 
infiltrate  the  food  chain,  passing  up 
from  plants,  to  animals,  to  people. 

The  costly  search 

Uniroyal  spends  $50  million  a  year 
on  scientific  research  and  develop- 
ment. Since  1948  a  part  of  that  has 
gone  into  the  search  for  better  agri- 


cultural chemicals. 

It's  a  long  and  costly  search 
every  agricultural  compound 
finally  reaches  the  market,  Uni 
researchers  test  5 ,000. 

Uniroyal  Vitavax  is  one  o: 

Vitavax  cures:  Smut  infected  seed  ( 
might  sicken  an  entire  wheat  crop.  Tr 
with  Uniroyal  Vitavax  compound  a< 
cures  infected  seeds  before  they're  plant 


Infected  seed 


Healthy  see( 


t  fields  from  the  United  States  to  equatorial  Africa, a  remarkable  Uniroyal  compound  prevents  plant  diseases  that  can  devastate  crops. 


eful  compounds  that  passed 
orous  tests.  It's  a  highly  effec- 
mgicide  that  works  against 
ind  Bunt.  Vitavax  is  also  non- 
•ic  and  biodegradable.  It 
»  down  into  harmless  sub- 
!,  instead  of  building  up  in  the 
tain. 

uilt-into-the-plant 
protection 

i  is  used  to  treat  the  seeds  of 
and  other  crops.  The  corn- 
spreads  inside  the  plant  as  it 
-penetrating  and  protecting 
;rging  seedling. 

ten  the  seedling  has  a  hold  on 
itavax  self-destructs,  so  that 
ly  all  of  it  has  vanished  by  the 


time  the  crop  is  harvested. 

In  addition,  Vitavax  has  some 
unexpected  benefits. 

Bigger  roots 
for  tougher  crops 

Vitavax  helps  growers  bring  in  bigger 
crops.  It  actually  seems  to  be  good  for 
wheat.  On  the  average,  seedlings 
treated  with  Vitavax  have  larger 
roots  than  untreated  plants.  So  the 
shoots  emerge  earlier  and  grow  fast- 
er. They  even  look  greener. 

Wheat  treated  with  Vitavax 
appears  to  be  stronger,  too.  It  stands 
up  better  to  harsh  conditions  includ- 
ing sudden  temperature  changes, 
overly  heavy  rainfalls,  and  drought. 
Vitavax  is  also  versatile.  It  is  help- 
ing cotton,  barley,  rice, 
and  peanut  farmers,  and 
we're  testing  it  on  half  a 
dozen  other  crops. 
There  are  even  special 
mixtures  used  in  dif- 
ferent climates— where 
there  are  different  plant 
diseases. 


Vitavax  strengthens : 
Plants  at  right  grown  from 
Vitavax  treated  seed  have  big- 
ger roots  than  plants  at  left. 
Seedling  emerges  earlier, 
grows  faster,  stands  up  better 
to  environmental  stress. 


Other  Vitavax  mixtures  are 
designed  for  use  in  underdeveloped 
countries— where  seeds  are  some- 
times treated  with  gear  no  more  com- 
plex than  a  pot  and  paddle. 

Over  1,400 
Uniroyal  discoveries 

Vitavax  is  only  one  of  Uniroyal's 
recent  discoveries.  We've  been 
granted  more  than  1,400  patents  in 
the  past  17  years.  We  have  3,000  sci- 
entists, engineers,  and  technicians  in 
research  and  development  in  many 
other  fields. 

They've  discovered  ways  to  save 
printers  time  and  trouble.  To  reduce 
energy  consumption  in  a  variety  of 
industries.  To  improve  the  aerody- 
namics of  devices  as  different  as 
trailer  trucks  and  golf  balls. 

The  flood  of  Uniroyal  discoveries 
has  paid  off  in  substantial  growth. 
We're  a  company  with  $1 .6  billion  in 
assets  these  days.  But  we  like  to 
think  our  biggest  asset  isn't  even  on 
the  balance  sheet. 

Our  urge  to  discover. 

For  more  information  about  Uniroyal  Vitavax, 
please  write  to  Chub 
Moore,  Uniroyal 
Agricultural  Chemi- 
cal, Naugatuck,  Con- 
necticut 06770.  Or  if 
you  prefer,  telephone 
(201)  723-3212. 


UNIROYAL 


The  1977  Lincoln  Continental. 
Judge  any  luxury  car  by  this  standard. 


Lincoln  Continental  is  a  standard 
by  which  luxury  cars  are  judged. 
Because  Lincoln  Continental  is  one 
of  the  roomiest  cars  in  America, 
iving  you  all  the  pleasures  of  space 

d  comfort. 
Because  Lincoln  Continental  is  one 
of  the  most  beautiful  cars  in 
America,  from  its  proud  grille  to  its 
sumptuous  interior. 


Because  Lincoln  Continental  offers 
the  driver  superb  handling. ..and 
offers  the  passenger  a  winning 
Lincoln  ride. 

Some  luxury  cars  are  smaller  than 
they  were  last  year.  But  you've  got 
your  standards. 

We  believe  you  will  find  that  the 
1977  Lincoln  Continental  meets 
them. 

LINCOLN  CONTINENTA 

LINCOLN-MERCURY  DIVISION  ("SS^? 


North  Of  The  Border- 
Who  Meeds  Whom? 

As  the  U.S.  tries  to  cope  with  one  of  history's  great 
migrations,  Mexico's  new  president  struggles  against  fear- 
ful odds  to  provide  jobs  for  a  constantly  swelling  work 
force.  There  is  an  eventual  solution  to  both  problems,  but 
it  will  involve  a  certain  amount  of  pain  in  the  short  run. 


By  JAMES  FLANIGAN 

Leonel  Castillo,  President  Carter's 
reported  choice  as  the  next  commis- 
sioner of  the  U.S.  Immigration  &  Nat- 
uralization Service,  was  at  a  cocktail 
party  in  Houston  recently  when  he 
was  approached  by  an  executive  of  a 
fair-sized  construction  firm  with,  at 
that  moment,  more  booze  in  him  than 
sense.  "You  get  me  some  Mescans, 
you  hear?"  the  construction  man  said 
to  Castillo  in  a  slur  of  words  and 
thoughts.  "Real  Mescans!  I  don't  want 
no  chicanos  or  blacks  or  white  trash. 
I  want  Mescans!"  Castillo,  a  third- 
generation  Mexican-American  and  a 
practicing  politician  (he's  controller 
of  the  city  of  Houston ) ,  is  no  stranger 
to  boors  at  parties.  He  quietly  moved 
to  another  part  of  the  room. 

Uncouth  maybe,  greedy  maybe, 
but  that  inebriated  businessman  has 
touched  upon  the  U.S.'  dirty  little  se- 
cret. Like  open  sex  in  Victorian  times, 
massive  Mexican  immigration  is  some- 
thing nearly  everybody  deplores  and 
nearly  everybody  acquiesces  in.  The 
simple  truth  is  that  Americans  have 


educated  themselves  and  raised  their 
expectations  to  the  point  where  most 
of  our  people  are  reluctant  to  take 
dirty,  low-paying,  dead-end  jobs.  To 
fill  these  jobs,  necessary  in  any  so- 
ciety, we  need  less  choosy  foreigners, 
or  the  work  won't  get  done.  Alien 
workers,  especially  those  here  illegal- 
ly, are  more  than  cheap— they  are 
willing  to  work  hard. 

It  is  not  an  unfamiliar  problem  for 
a  rich  nation:  Rome  knew  it.  Today 
Germany  has  its  Turks  and  Italians, 
France  its  Algerians  and  Spaniards, 
Britain  its  Indians,  Pakistanis  and 
West  Indians.  The  difference  is:  Eu- 
ropeans are  open  about  "guest  labor- 
ers"; we  deny  that  we  need  them. 

Our  labor  unions  demand  that  we 
pitch  the  illegals  out.  Yet  in  they  come 
—and  employers  benefit  from  their 
hard  work.  And  so  do  American  con- 
sumers. Sometimes  guiltily,  sometimes 
not,  we  accept  their  presence  and  ac- 
cept the  fruit  of  their  labor. 

The  secret  is  shared  on  both  sides 
of  the  border.  Consider  this  number: 
Mexico,  with  its  runaway  birthrate, 
pours  750,000  fresh  youngsters  into 


the  labor  force  every  year.  Even  in  the 
1960s,  when  its  economic  growth 
was  over  6%— among  the  highest  in 
the  world— the  Mexican  economy  cre- 
ated only  300,000  jobs  a  year.  Today, 
its  economic  growth  stalled,  it  is  lucky 
to  create  125,000  new  jobs  a  year. 
Most  of  those  left  over,  those  left  out 
and  still  others  who  simply  come  up 
from  Mexico's  poor  rural  sections  find 
their  way  across  the  border.  Over 
500,000  may  come  to  the  U.S.  this 
year.  As  many  as  6  million,  10%  of 
Mexico's  population,  are  already  here, 
illegally.  That  is  on  top  of  the  6.6 
million  Mexican-Americans  legally 
here  and  accounted  for  in  a  U.S.  Cen- 
sus Bureau  check  last  year. 

Thus  the  illegal  immigration  is  a 
safety  valve  for  both  societies;  each 
needs  the  other.  As  Victorian  prudish- 
ness  did  not  diminish  sexual  drives, 
neither  will  laws  against  Mexican  im- 
migration do  much  to  dam  a  human 
flood  that  amounts  to  one  of  the  ma- 
jor migrations  in  U.S.  history. 

The  spread  of  Mexican-American 
communities  in  the  U.S.  widens  all 
the   time.    The    1970   census  found 
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160,477  Mexican- Americans  in  Illi- 
nois, more  than  in  Colorado  or  even 
New  Mexico.  Michigan  had  65,329. 
Today,  offhand  estimates  put  the 
number  of  Mexicans  living  in  Chicago 
in  the  hundreds  of  thousands.  The  In- 
land Steel  Co.  plant  in  nearby  Gary, 
Ind.  is  referred  to  by  Mexicans  as  "La 
Inland." 

But  the  presence  and  the  impact  of 
this  new  immigrant  culture  is,  of 
course,  most  visible  in  the  Southwest 
—in  Texas  and  in  California,  where 
80%  of  the  Mexican -Americans  live, 
and  where  it's  the  taco,  not  pizza. 

Because  of  a  supply  of  new  Mexi- 
can-American labor,  willing  to  work 
for  moderate  wages  that  most  natives 
shun,  a  needle- trades  industry  is 
emerging  in  South  Texas.  El  Paso, 
where  67%  of  the  population  and  56% 
of  the  labor  force  is  Mexican-Ameri- 
can, now  produces  half  the  casual- 
wear  trousers  and  slacks  sold  in  the 
U.S.  Its  apparel  industry  work  force 
is  now  15,550—95%  of  it  Mexican- 


". . .  Jimmy  Middleton  and 
many  of  his  members  are 
black.  They  want  the  flow 
of  illegals  stopped  . . ." 


American.  A  new  Levi  Strauss  plant 
will  open  later  this  year  in  San  An- 
tonio, where  52%  of  the  people  are 
Mexican-American. 

McAllen  and  Harlingen  in  the  Rio 
Grande  Valley,  where  generations  of 
Mexicans  have  picked  the  onions  and 
the  citrus  fruit,  already  have  apparel 
plants.  These  towns  are,  respectively, 
69%  and  65%  Mexican-American. 
Those  plants  are  nonunion,  which 
helps  organized  labor  to  argue  that 
illegal  aliens  are  taking  jobs  away 
from  U.S.  workers.  Maybe  so.  Maybe 
not.  One  thing  is  certain:  Illegals  cre- 
ate problems  for  trade  unions. 

The  fact  that  the  new  immigrants 
are  taking  construction  work  and  fac- 
tory jobs,  not  just  farm  work,  adds  to 
the  resentment  of  organized  labor  in 
Texas,  a  devoutly  "right-to-work" 
state;  the  illegals  aren't  joiners.  Joseph 
Reyna,  a  second-generation  Mexican- 
American  and  vice  president  of  the 
AFL-CIO  Meat  Cutters  union  in  Har- 
ris County  (Houston),  has  had  little 
success  trying  to  organize  newly  ar- 
rived Mexican  workers.  He  reports: 
"We  have  a  plant  under  contract  with 
Ralston  Purina.  Our  business  agent 
said  he  had  a  bunch  of  Mexican- 
Americans  there  who  wouldn't  join 
the  union.  I  checked  and  the  whole 
night  shift,  21  men,  were  all  illegals. 
They  wouldn't  sign  nothing." 

James  Middleton  is  secretary  of  the 


Laborers  Union  in  construction-happy 
Houston.  His  members  earn  at  least 
$7  an  hour.  But  on  nonunion  projects 
—in  the  Houston  area,  65%  of  com- 
mercial construction  and  95%  of  hous- 
ing construction  is  open  shop— labor- 
ers are  paid  as  little  as  $3.25  per  hour. 
That's  five  times  the  going  rate  south 
of  the  border.  So,  the  organizer's  lot 
is  a  hard  one.  "We  have  3,000  mem- 
bers," says  Middleton.  "It  should  be 
5,000."  Middleton  and  many  of  his 
members  are  black.  They  want  the 
flow  of  illegals  stopped. 

The  largest  Mexican-American-led 
union,  Cesar  Chavez'  30,000-member 
United  Farm  Workers  of  America, 
is  not  so  sure.  The  UFW  does  not 
support  national  AFL-CIO  proposals 
that  laws  be  passed  penalizing  em- 
ployers who  hire  illegals.  "Our  con- 
cern with  such  proposed  laws,"  a 
UFW  spokesman  explains,  "is  that 
it  would  cause  massive  discrimination 
against  Mexican-Americans— indeed, 
Spanish-speaking  workers  in  general 
—regardless  of  their  status.  We've 
had  a  long,  bloody  relationship  with 
the  Immigration  &  Naturalization 
Service." 

The  UFW  takes  the  position  that  it 
will  organize  farm  workers,  be  they 
legal  or  illegal.  It  doesn't  ask  ques- 
tions because  it  doesn't  want  to  know 
the  answers.  Says  Chavez'  press  sec- 
retary, Mark  Grossman:  "We  don't 
believe  that  we  can  decide  who  will 
eat  and  who  will  not." 

In  a  country  that  has  historically 
been  a  refuge  for  losers,  it  should  sur- 
prise no  one  that  at  local  govern- 
ment levels,  attitudes  toward  illegal 
aliens  are  often  generous,  sometimes 
mean-spirited,  but  always  inconsistent 
with  those  of  some  other  place.  Cal- 
ifornia has  long  lived  with  migrant 
workers  from  Mexico.  In  1961  local 
school  districts  asked  for,  and  re- 
ceived, extra  money  from  the  state 
budget  to  help  educate  children  of 
the  illegals.  But  in  1969  the  state 
asked  the  school  districts  to  collect 
the  names  of  illegal  families.  These 
names  were  turned  over  to  the  Immi- 
gration &  Naturalization  Service  until 
1975,  when  a  Superior  Court  judge 
ruled  the  practice  unconstitutional. 
California  may  wonder  today  how 
much  of  the  $6.5  billion  it  spends  on 
elementary  and  secondary  educa- 
tion or  the  $4  billion  it  spends  on 
health  benefits  goes  to  illegal  resi- 
dent families,  but  it  is  enjoined  by 
law  from  asking.  There  is  something 
in  the  American  grain,  to  say  nothing 
of  the  law,  that  resists  gratuitous 
snooping,  even  when  there  is  logic 
to  it. 

The  Houston  School  District  col- 
lects $960  a  year  tuition  for  educating 


i 


Down,  By  The  Riverside:  On  the  sou 

each  child  of  illegal  aliens.  In  1974 
the  Texas  attorney  general  flatly 
banned  the  practice.  In  1975  the  Tex- 
as legislature  reinstated  it.  The  issue 
of  whether  the  school  district  can 
charge  illegal  alien  parents  for  the 
public  service  of  education  is  cur- 
rently before  the  Third  Circuit  Court 
of  Civil  Appeals,  with  a  public  inter- 
est law  group  representing  the  plain- 
tiffs, the  illegal  aliens. 

But,  curiously,  the  Houston  School 
District  cannot  say  how  many  of  its 
210,000  pupils  are  the  children  of  il- 
legal residents.  The  responsibility  for 
determining  who  is  illegal  falls  on  each 
school  principal,  who  may  ask  for 
proof  of  legal  residence.  If  the  parents 
turn  out  to  be  illegals,  the  principal 
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Rio  Grande,  these  Mexicans  are  within  wading  distance  of  the  U.S.  Should  they  come  by  invitation  instead? 


collects  tuition  and  sends  it  to  the 
school  district's  controller,  who  de- 
posits it  with  money  received  from 
other  sources  of  tuition— chiefly,  adult 
and  special  classes.  No  record  is  kept. 
Nor  does  the  school  district  allow  the 
Immigration  Service  to  look  at  its 
pupil  rosters. 

A  bill  now  before  the  Texas  legis- 
lature, with  organized  labor's  bless- 
ing, clearly  defines  the  dilemma  both 
labor  and  lawmakers  find  themselves 
in  when  the  problem  of  alien  labor 
gets  sorted  out  in  a  democratic  set- 
ting. The  bill  would  levy  fines  on  the 
employers  of  illegals,  but  it  would 
specifically  exempt  farmers,  ranchers 
and  employers  of  domestic  servants. 
Why  the  exemption?  That,  say  labor's 


lobbyists,  is  what  it  will  take  if  the 
bill  is  to  have  any  chance  of  passing 
in  strongly  agricultural  Texas— where 
Dolph  Briscoe,  the  governor  himself, 
is  a  major  rancher.  No  explanation  is 
given  for  the  maids,  but  presumably 
legislators'  wives  don't  like  to  scrub 
their  own  kitchen  floors  either. 

American  ambivalence  about  the 
problem  of  illegal  immigrants  is  no- 
where more  apparent  than  in  Con- 
gress. Representative  Peter  Rodino  of 
New  Jersey,  at  union  prodding,  is 
sponsoring  a  bill  that  includes  fines 
of  $500  and  up,  and  even  jail  sen- 
tences, for  employers  who  knowingly 
hire  illegal  aliens.  The  Rodino  bill  has 
twice  passed  in  the  House— only  to  die 
in  the  Senate. 


The  man  with  final  say  on  any  such 
legislation  in  the  Senate  is  Chairman 
James  O.  Eastland  of  the  Judiciary 
Committee.  He  has  proposed  a  bill 
that  would  penalize  employers  who 
knowingly  hire  illegals,  but  would 
make  concessions  "for  the  legitimate 
needs  of  those  industries  that  can't  get 
domestic  workers."  Eastland  is  a  ma- 
jor farmer  in  a  farm  state,  Mississippi. 

Do  farmers  need  illegal  labor  from 
Mexico?  Farmers  in  South  Texas  and 
New  Mexico  say  that  at  harvesttime 
they  sure  do  need  labor  from  Mexico. 
Usually,  they  say,  the  harvest  worker 
enters  the  U.S.  holding  one  of  the 
40,000  legal  residence  cards  the  U.S. 
issues  for  such  labor.  How  about  U.S. 
workers?  "Are  you  kidding?  They  can 


FORBES,  APRIL  15,  1977 


39 


get  food  stamps.  You  can't  hire  them," 
says  Rio  Grande  Valley  farmer  Gil 
Ellis  in  a  typical  comment. 

Complicating  matters  further,  most 
legislative  proposals  would  shift  the 
task  of  establishing  whether  people 
are  in  the  country  legally  or  not  onto 
employers,  not  the  Immigration  Ser- 
vice as  at  present.  That  way,  of 
course,  employers  would  bear  the  cost 
of  this  new  legal  service.  That  way, 
too,  in  a  time  of  taxpayer  restlessness, 


Why  not  simply  seal  the  border? 
The  border  shared  by  the  U.S.  and 
Mexico— 1,945  miles  long,  and,  in  its 
present  shape,  124  years  old— is  the 
most-crossed  international  frontier  in 
the  world.  In  1975,  the  latest  year 
for  which  total  figures  are  available, 
158  million  people  crossed  the  border 
coming  north.  Of  that  mass,  97.5  mil- 
lion were  aliens  and  60.9  million  were 
U.S.  citizens  returning  home.  The  bor- 
der is  essentially  open,  and  there  is 


Chavez  Of  The  Farm  Workers,  Meany  Of  The  AFL-CIO:  For  one,  a  refusal  to 
decide  "who  will  eat  and  who  will  not  eat."  For  the  other,  a  refusal  to  believe 
that  illegal  aliens  take  only  low-paying  jobs.  "They  take  all  sorts  of  jobs." 


politicians  wouldn't  have  to  increase 
appreciably  the  Immigration  Service's 
$242-million  budget.  But  why  should 
employers  enforce  a  law?  Isn't  busi- 
ness bearing  burdens  enough? 

Certainly  the  employers  are  not 
anxious  to  be  handed  the  burden. 
Every  one  of  several  dozen  employers 
Forbes  spoke  to  recently  in  Texas  said 
the  only  thing  asked  for  in  the  hiring 
process   is   a  Social   Security  card. 

The  Social  Security  Administration 
demands  proof  of  residency  to  get  a 
Social  Security  card  (until  1974  it 
did  not  ask  for  proof),  but  the  card 
itself  is  simple,  easy  to  forge  and  even 
easier  to  borrow.  If  employers  are  re- 
quired to  check  for  legal  residency, 
fairness  requires  that  they  be  given 
something  like  a  reasonable  chance. 
Some  people  in  Washington  think  that 
a  noncounterfeitable  Social  Security 
card  may  be  the  answer.  "Like  the 
American  Express  card,"  Secretary  of 
Labor  Ray  Marshall  says. 

It  would  be  flatly  unlawful  to  re- 
quire only  one  group,  Mexican-Amer- 
icans, or  any  other,  to  carry  such  a 
card.  It  would  have  to  be  issued  to 
every  U.S.  worker.  The  notion  of  any- 
thing resembling  a  national  identity 
card  frightens  many  people— shades 
of   South   Africa   or   Soviet  Russia. 


more  than  idealism  arguing  to  keep  it 
that  way.  "Remember,"  a  Mexican 
businessman  said  to  an  El  Paso  resi- 
dent, "your  El  Paso  tourist  trade  de- 
pends on  Juarez."  His  meaning  was 
clear.  Few  U.S.  tourists  would  visit 
El  Paso  were  it  not  for  the  proximity 
of  exotic  Juarez,  Mexico.  And  El  Paso 


Do  the  American  people  really  icant 
to  deal  with  the  problem?  Earlier  this 
month,  President  Carter  and  a  high- 
level  Administration  team— including 
Attorney  General  Griffin  Bell,  Labor 
Secretary  Ray  Marshall  and  others 
from  the  Department  of  Health,  Edu- 
cation &  Welfare  and  the  State  De- 
partment began  meetings  aimed  at  the 
formulation  of  a  new  immigration 
policy  for  the  U.S. 

Point  man  for  the  Administration 
on  immigration  policy  is  Labor  Secre- 
tary Marshall,  54,  former  professor  of 
economics  at  the  University  of  Texas. 
As  a  scholar,  Marshall  studied,  among 
other  things,  the  effects  of  mechaniza- 
tion of  agriculture  on  the  U.S.  South 
—which  sent  the  South's  largely  black 
agricultural  work  force  migrating  to 
the  cities  of  the  North  with  social 
consequences  that  are  still  unfolding. 

Marshall  prefers  to  see  the  prob- 
lem of  alien  labor  in  terms  of  "ef- 
ficiency." "If  you  have  a  labor  surplus, 
you  tend  to  create  conditions  where- 
by you  use  labor  inefficiently;  you  de- 
velop piece-rate  systems,  contractor 
systems,  other  mechanisms  causing 
high  turnover  and  limited  continuity 
of  employment.  That  tends  to  make 
the  jobs  unattractive  to  U.S.  workers. 
The  hiring  of  illegals,  because  domes- 
tic workers  don't  want  the  jobs,  then 
becomes  a  self-fulfilling  prophecy," 
he  says. 

Senator  Robert  Packwood  of  Ore- 
gon is  more  direct.  Although  he 
thinks  it  in  the  public  interest  to  for- 
bid them  in  industry,  he  has  intro- 
duced a  bill  that  would  exempt  agri- 
cultural labor  from  any  penalties  for 
hiring  illegal  immigrants.  Why  ex- 
empt agriculture?  Because,  says  the 
senator  from  Oregon— a  major  state 
for  orchard  crops  and  sheep  ranching 


. .  Can  the  U.S.  deal  with  its  alien  labor  problem, 
its  new  American  dilemma,  without  recourse  to  electronic 
curtains  or  massive  roundups  and  deportations? . . ." 


seems  to  know  it.  The  city  is  trying 
to  restore  trolley  service  between  the 
two  border  cities. 

The  U.S.  issues  72-hour  shoppers' 
visas  so  that  Mexicans  can  come  over 
and  shop  in  the  U.S.  The  big,  bright 
J.C.  Penney  store  in  McAllen,  Tex., 
across  the  border  from  Reynosa,  Mex- 
ico, could  not  make  it  on  the  custom 
of  Texas  farmhands  alone.  No  senti- 
ment here  for  closing  the  border. 

Can  the  U.S.,  then,  deal  with  its 
alien  labor  problem,  its  new  American 
dilemma,  without  recourse  to  brutal 
solutions,  whether  it  be  electronic  cur- 
tains or,  as  in  the  not-so-distant  past, 
massive  roundups  and  deportations? 


—"to  prohibit  such  employment  would 
put  many  farmers  right  out  of  busi- 
ness, leaving  crops  literally  rotting  in 
the  field."  Why  couldn't  U.S.  workers 
—especially  the  unemployed-harvest 
the  crops?  "It  would  simply  be  unreal- 
istic to  expect  that  enough  unem- 
ployed persons  who  have  previously 
held  industrial  or  service-oriented  po- 
sitions would  fill  the  void  left  by  the 
departed  alien  harvester." 

At  Los  Pinos,  Mexico  City's  presi- 
dential residence,  in  an  interview  with 
Forbes,  Mexico's  new  president,  Jose 
Lopez-Portillo,  expresses  the  other 
side  of  what  Packwood  is  recognizing: 

"The  Mexicans  in  their  humility  ac- 
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Garment  Cutter  In  El  Paso:  Because 
of  cheap  labor,  a  needle-trades  in- 
dustry is  emerging  in  South  Texas. 


cept  the  jobs  that  no  Americans 
want,"  Lopez-Portillo  says.  "Many 
prefer  to  go  on  welfare  or  unemploy- 
ment insurance  than  do  the  hard  work 
done  by  Mexicans."  If  a  North  Ameri- 
can said  this,  it  would  sound  illiber- 
al or  worse,  but  there  is  the  force  of 
truth  behind  what  the  Mexican  pres- 
ident says.  Labor  Secretary  Marshall, 
discoursing  on  ending  the  employ- 
ment of  illegal  aliens,  blithely  ignores 
the  fact  that  they  are  both  wanted 
and  needed  here.  Marshall  seems  to 
ignore  the  question  of  just  who,  for 
example,  cleans  up  the  mess  doctors 
leave  in  hospitals.  His  policy  is,  in 
any  case,  for  the  long  term.  It  is, 
though,  a  policy  very  much  in  line 
with  the  views  of  organized  labor, 
whom  Marshall's  department  repre- 
sents in  the  federal  government. 

But  what  about  Mexico?  Not  only 
does  its  physical  proximity  to  the  U.S. 
give  us  a  stake  in  its  stability,  so  does 
the  fact  that  Mexican  imports  from 
the  U.S.  create  jobs  for  literally  hun- 
dreds of  thousands  of  U.S.  workers— 
our  exports  to  Mexico  exceed  our  im- 
ports from  there  by  a  cool  $2  billion- 
plus  a  year.  Every  additional  dollar's 
worth  of  goods  that  we  can  buy  from 
Mexico  achieves  two  things:  It  in- 
sures that  Mexico  can  continue  buy- 
ing from  the  U.S.  and  it  creates  jobs 


in  Mexico— every  Mexican  gainfully 
employed  at  home  is  one  Mexican 
who  won't  sneak  through  the  sage- 
brush into  Texas  or  California.  But 
when  asked  if  employment  might  not 
be  created  in  Mexico  if  we  bought 
more  from  that  country,  Marshall 
takes  an  icily  offhand  attitude:  "It 
would  be  doing  Mexico  a  favor,"  ar- 
gues Marshall,  "if  we  helped  them 
develop  viable  industries  that  really 
fit  their  conditions.  A  country  with  a 
labor  surplus  ought  to  be  developing 
labor-intensive  industries."  Marshall 
did  not  say  what  those  might  be. 

In  his  interview  with  Forbes, 
Lopez-Portillo  repeatedly  argued— 
with  eloquence  and  logic— that  the 
U.S.  must  buy  more  from  Mexico. 
"Not  all  our  problems  can  be  solved 
by  balancing  our  trade,  but  our  posi- 
tion can  be  greatly  improved,"  he 
said.  "What  we  can  sell  will  bring 
about  a  need  for  labor;  it  will  give  us 
new  manufactures.  If  we  want  to 
solve  the  problems  of  migratory  pres- 
sures on  the  U.S.,  we  need  to  have 
jobs  in  Mexico." 

Specifically?  "I  can  give  you  an  ex- 
ample," replies  Lopez-Portillo.  "Shoes 
are  typical.  We  have  many  shoes  to 
sell.  We  even  buy  the  industrial  input 
that  goes  into  making  them  from  you, 
but  sales  of  our  shoes  to  you  are  lim- 
ited by  quotas." 

Why  does  Mexico  deserve  more? 
Why  does  Lopez-Portillo  speak  so  of- 
ten, as  he  does,  of  a  "special  relation- 
ship"? Forbes  asks  the  question  in  a 
way  that  brings  moral  overtones  to 
the  issue.  But  the  Mexicans  are  re- 
nowned for  being  proud,  especially 
when  it  comes  to  relations  with  the 
big  neighbor  to  the  north.  The  pow- 
erfully built,  56-year-old  president 
booms  in  reply: 

"Because  we  buy  more  from  you. 
If  we  didn't  buy  more  from  you,  there 
could  be  no  reason  to  ask  you  to  buy 


more  from  us.  This  is  a  practical  mat- 
ter, not  a  moral  one." 

Lopez-Portillo  is  distressed,  in  his 
diplomatic  way,  by  the  Rodino  bill 
and  others  like  it  that  would  deny  em- 
ployment in  the  U.S.  to  illegal  aliens. 
"I  wouldn't  dare  to  judge  the  actions 
of  others  who  make  the  laws  in  the 
U.S.,"  he  says.  "I  would  only  ask  them 
to  reflect  on  the  effect  that  this  could 
have  on  our  people.  When  the  law 
is  too  stringent,  the  only  thing  it  does 
is  aggravate  the  problem.  What  has 
been  legal  becomes  illegal  and  there 


is  opportunity  for  criminal  activity. 
Prohibition  is  an  example." 

Professor  James  Wilkie,  a  respected 
Latin  American  scholar  at  UCLA,  re- 
cently submitted  a  proposal  to  the 
Joint  Economic  Committee  of  the 
U.S.  Congress  that  is,  at  the  very  least, 
refreshing. 

"My  proposal  was  to  open  the  bor- 
der, no  U.S.  restrictions  whatsoever," 
Wilkie  told  Forbes.  "Do  away  with 
immigration  laws,  do  away  with  any 
limitations  on  what  U.S.  tourists  can 
import  from  Mexico,  do  away  with  all 
tariffs  on  Mexican  goods.  Let  every- 
thing come  in  freely.  Not  only  would 
it  attract  people  to  Mexico  who 
would  invest  money,  but  it  would  at- 
tract foreign  capital  in  ways  that  are 
undreamed  of  to  go  down  there  and 
take  advantage  of  lower  wages,  and 
to  be  able  to  sell  in  the  American 
market.  It  would  give  Mexico  such 
economic  health  that  it  would  attract 
population  back,  attract  people  down 
there." 

Wilkie  is  dead  serious,  and  he  in- 
sists his  proposal  is  rooted  in  pure 
economics,  but  it  clearly  has  ethical 
overtones.  "We  have  imperfect  social 
and  economic  integration,"  he  says. 
"We  can  make  it  more  perfect  by 
taking  away  most  of  the  regulations. 
The  best  neighbor  we  can  be  is  to 
help  Mexico." 

Will  anyone  take  Wilkie's  proposal 
seriously?  Probably  not.  It  is  at  once 
both  too  radical  and  too  sensible.  But 
Congress,  in  due  course,  will  un- 
doubtedly pass  something.  There  is 
no  good  reason,  however,  to  think 
it  will  end  the  illegal-alien  problem. 
No  "solution"  now  in  view  is  remotely 
adequate.  The  current  "push"  in  Mex- 
ico, with  its  unemployment  and  mini- 
mum wage  in  Mexico  City  of  50  cents 
an  hour,  coupled  with  the  "pull"  in 
the  U.S.  of  riches  and  employment 
and  a  minimum  wage  of  $2.30  an 


hour,  provide  a  motive  for  movement 
that  no  law,  no  matter  how  framed, 
and  no  border  patrol,  no  matter  how 
beefed  up,  can  defy. 

In  the  end,  Americans  must  ask 
themselves  what  they  want:  machine 
guns  and  barbed  wire  along  the  fron- 
tier, or  an  acceptance  of  the  minor 
sacrifices  involved  in  sharing  some 
of  their  great  affluence  with  their 
proud,  talented  but  economically 
needy  neighbor  to  the  south.  The  log- 
ic for  free  trade  and  reasonably  open 
immigration   seems   overwhelming.  ■ 


. .  'When  the  law  is  too  stringent/  says  President  Lopez- 
Portillo  of  Mexico,  'the  only  thing  it  does  is  aggravate 
the  problem.  Prohibition  is  an  example' . . ." 
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DRIVE  A  CAR  THAT 
IMPRESSES  PEOPLE  WHO  AREN'T 
EASILY  IMPRESSED. 

A  lot  of  cars  will  impress  your  neighbors. 
But  when  you  buy  a  Volvo,  you'll  own  a  car  that  impresses  a  more  impressive  group  of  people. 

THE  U.S.  GOVERNMENT 

The  U.S.  government  recently  bought  24  Volvos.  All  24  are  being  tested  in  high-speed  collisions. 
Out  of  the  wreckage  will  emerge  information  which  the  government  will  use  to  help  establish 

safety  standards  for  cars  in  the  future. 
It  was  no  accident  that  the  government  selected  Volvo  for  this  safety  program. 
Of  all  the  cars  involved  in  preliminary  crash-testing,  Volvo  showed  significantly  greater  potential 

for  occupant  protection  than  any  car  in  its  class. 

G.M.  AND  FORD 

Between  them,  G.M.  and  Ford  have  bought  13  Volvos  to  study  and  analyze. 
After  years  of  following  the  "bigger  is  better"  philosophy,  they're  introducing  "trim,  sensibly-sized"  cars. 

Maybe  they  feel  there's  something  to  be  learned 
from  a  company  that's  been  making  trim,  sensibly-sized  cars  for  50  years. 

THE  STATE  OF  CALIFORNIA  j 

California  has  the  strictest  automobile  emissions  requirements  in  the  nation. 
And  they  get  stricter  all  the  time. 
While  some  car  makers  were  loudly  protesting  that  these  requirements  could  not  be  met, 
Volvo  was  quietly  working  on  a  new  type  of  emissions  control  system  that  would  not  only  meet  these 

standards,  but  exceed  them. 
This  system,  called  "Lambda  Sond,"  will  be  on  every  1977  Volvo  240  series  car  sold  in  California. 
The  California  Air  Resources  Board  is  very  impressed.  They've  called  it  "virtually  pollution  free... 
the  most  significant  step  ever  made  in  the  battle  to  develop  clean  automobiles." 

VOLVO  OWNERS  j 

The  ultimate  test  of  any  car  is  how  the  owner  feels  about  it . 
Volvo  owners  seem  to  be  happier  than  the  owners  of  other  cars. 
In  fact,  when  new  Volvo  owners  were  asked  in  a  recent  nationwide  survey  how  they  felt  about  their  cars, 
more  of  them  said  they  were  "completely  satisfied"  or  "very  satisfied" 
than  did  the  owners  of  any  car  made  by  G.M.,  Ford,  Chrysler  or  American  Motors. 
Now  that  you  know  who's  impressed  with  Volvos,  you  can  take  a  test  drive  and  impress  the  most 

important  person  of  all:  yourself. 


An  Aztec  breast  ornament,  14th 
to  15th  century,  believed  to 
be  part  of  the  treasure  given 
to  Montezuma  by  Cortes. 


South  Of  The  Border— 
A  Legacy  Of  Bitterness 


The  history  of  U.S. -Mexican  relations  is  a  chronicle  of 
the  mutual  ignorance,  contempt  and  mistrust  that 
trouble  relations  between  the  two  countries  to  this  day. 
On  Good  Friday,  1519,  Hernando  Cortes,  an  ambitious, 
small-time  Spanish  adventurer,  landed  his  500-man  army 
at  the  site  of  present-day  Veracruz.  An  appropriate  day 
to  begin  a  three-year  epic  of  conquest  and  bloodshed. 
By  1522  Montezuma  was  dead,  the  Aztec  civilization  de- 
stroyed and  Cortes  was  governor  of  a  colony  of  Imperial 
Spain.  His  swift,  total  subjugation  of  the  Indian  popu- 
lation set  a  pattern  of  violence  that  would  be  repeated 
many  times  in  the  centuries  to  follow. 

Mexico's  long  colonial  period  (1522-1821)  served  to 
superimpose  the  culture  of  the  Spanish  conquerors  over 
the  native  Indian  culture.  Huge  estates  were  set  up,  each 
with  hundreds  of  Indian  laborers,  peons,  serving  white 
masters.  Spain  discouraged  industrialization,  emphasized 
gold  and  silver  mining,  and  kept  the  rest  of  Mexico 
agrarian,  to  the  increasing  discontent  of  the  "criollos,"  the 
Mexican-born  whites. 

Spain's  heavy  hand  was  unable  to  keep  the  lid  on  an 
increasingly  disaffected  populace.  From  1810  through 
1823  revolution  spread  throughout  Mexico.  After  the  Span- 


ish were  ousted,  a  constitutional  congress  was  called  by 
Agustin  de  Iturbide,  the  first  in  a  long  series  of  strongmen. 
Colonel  Iturbide  dissolved  the  congress  and  named  himself 
emperor.  He,  in  turn,  was  soon  overthrown.  In  the  years 
through  1876,  dozens  of  violent  revolutions,  rebellions  and 
intrigues  gave  Mexico  more  than  74  provisional  and  per- 
manent governments. 

This  background  of  chaos  south  of  the  Rio  Grande 
River  contrasted  sharply  with  the  growing  cohesiveness 
and  confidence  of  the  young  American  republic  to  the 
north.  Against  the  U.S.'  drive— its  "Manifest  Destiny"— to 
annex  all  the  territory  standing  between  the  Atlantic  and 
Pacific  oceans,  the  weak  central  Mexican  government 
could  not  prevail.  Stephen  Austin  and  Sam  Houston  had  a 
comparatively  easy  time  of  it  in  declaring  the  far-away 
province  of  Texas  a  republic.  The  "Norte  Americanos" 
picked  up  still  more  territory  in  the  collapse  of  Mexico  in 
its  war  with  the  U.S.  between  1846  and  1848. 

Too  much  of  what  North  Americans  know,  or  naively 
assume,  about  Mexico  may  be  a  result  of  Hollywood 
movies  in  which  complicated  issues  were  grossly  over- 
simplified. The  reality  of  Mexican-American  relations,  as 
suggested  by  the  following  pictures,  is  more  complex. 


Mexican  cavalrymen  charge  the  American  line  at  the  Battle  of  Buena  Vista,  Feb.  23, 1847,  won  by  the  Americans. 
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Destiny 
Made  Manifest 


A  Legacy  Of  Bitterness 


Between  1845  and  1853  the  U.S. 
acquired  from  Mexico,  by  annexa- 
tion, conquest  and  purchase,  a  large 
part  of  the  mainland,  in  1845,  Texas 
broke  away  from  Mexico,  joining 
the  Union.  In  1848,  Mexico  lost  a 
war  and  ceded  more  land.  The 
Gadsden  Purchase  in  1853  tidied 
up  the  border.  By  stepping  on  toes 
to  accomplish  "manifest  destiny," 
the  U.S.  aroused  hostile  feelings 
that  haunt  relations  today. 

Benito  Juarez 


lames  Gadsden 


Antonio  Lopez  de  Santa  Anna 

Strongmen  ▲ 

Antonio  Lopez  de  Santa  Anna 
(above),  a  self-styled  "Na- 
poleon of  the  West,"  was  al- 
most unsinkable.  He  fought 
the  Texans  and  Taylor  and 
lost  to  both.  He  was  chief  of 
state  four  times  and  thrown 
out  of  office  each  time. 
Juarez  put  an  end  to  his  ma- 
chinations and  exiled  him. 
He  died  in  1876.  Porfirio 
Diaz,  whose  motto  was  "pan 
o  palo"  (bread  or  the  club), 
came  to  power  after  Juarez' 
death  in  1872.  Diaz  ruled  by 
granting  fantastic  privileges 
to  foreign  industrial  inter- 
ests. His  iron  rule  culminated 
in  the  1910  Revolution  and  a 
heritage  of  xenophobia  that 
colors  present  relations. 
Porfirio  Diaz 


Maximilian  and  Carlota,  c.  1864 

The  Rise  Of  Juarez  And  Nationalism  j± 

Benito  Juarez  (above),  a  Zapotec  Indian,  was  the  father  of  modern  Mexico. 
His  Federalist  party  sponsored  reforms,  adopted  in  1857,  limiting  the  privileges 
of  the  Roman  Catholic  Church.  The  Church  responded  by  overthrowing  the 
government.  A  bloody  civil  war  ensued,  won  by  Juarez  in  1861.  That  year, 
Napoleon  III  sent  French  troops  into  Mexico  and  offered  the  throne  of  Mexico 
to  Maximilian,  a  Hapsburg  prince,  and  his  wife,  Carlota  (above,  right).  Partly 
due  to  an  irate  U.S.,  which  invoked  the  Monroe  Doctrine,  Napoleon  withdrew 
his  army,  and  in  1867  Maximilian,  Mexico's  last  emperor,  faced  a  Juaresta  firing 
squad.  Carlota  was  in  Europe  at  the  time,  still  trying  to  enlist  support  for  her 
husband.  She  died,  insane,  in  1927. 
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Pancho  Villa  (left) 


sco  Madero,  1911 

Dreamer  Denied  ^ 

sco  Madero  (above),  a  wealthy 
er,  became  president  in  1911. 
ide  an  enemy  of  U.S.  ambassa- 
enry  Lane  Wilson  (right),  who 
ired  against  him.  In  1913  Made- 
s  deposed  and  murdered  with 
n's  tacit  approval. 


U.S.  Marines  in  front  of  Veracruz  railroad  station,  1914. 

Gunboat  Diplomacy  . . .  The  Elusive  Villa  ▲ 

In  the  tense  spring  of  1914,  a  series  of  minor  incidents  at  Veracruz  nearly 
precipitated  war  between  the  U.S.  and  Mexico.  The  U.S.  naval  commander 
demanded  a  21 -gun  salute  as  an  apology.  Huerta  refused.  After  an  incredible 
series  of  bluffs  and  counterbluffs,  U.S.  Marines  landed  in  Veracruz  (above). 
In  two  days,  casualties  reached  300  Mexican  and  19  U.S.  dead.  President 
Wilson  was  appalled  and  accepted  an  offer  of  mediation.  Strife  continued. 
Pancho  Villa  (left)  crossed  the  border  on  Mar.  9,  1916  and  massacred 
citizens  of  Columbus,  N.M.  General  "Black  Jack"  Pershing  pursued  Villa  into 
Mexico  but  never  caught  the  legendary  bandit  and  revolutionary. 

Henry  Lane  Wilson 


Woodrow  Wilson 


Victoriano  Huerta,  1914  ^ 

Arms  Across  The  Border 

Madero's  murderer,  the  tyrant 
Victoriano  Huerta  (above),  so 
offended  U.S.  President  Wood- 
row  Wilson  (left)  that  in  1914 
Wilson  lifted  an  arms  embargo 
in  force  to  aid  rebels  Venustiano 
Carranza  and  Pancho  Villa. 
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Migratory  workers  leaving  Mexico. 


Mexicans  get  theiri 


Diego  Rivera  in  New  York,  1933 
Wading  the  Rio  Grande,  1948. 


President  Camacho,  1941. 

Mexicans  show  how  they  hid 
in  false-bottom  truck,  c.  1948. 


▲    Anxieties  . . .  Allies 

U.S. -Mexican  relations  became  strained  after  Ma 
nationalized  its  oil  industry  in  1938.  There  was 
U.S.  concern  over  the  Communist  leanings  of  man 
Mexico's  intellectuals  and  artists,  such  as  Diego  Rj 
(top  left).  However,  World  War  II  brought  immeo 
support  from  President  Manuel  Avila  Camacho  (j 
left)  and  the  1942  enactment  of  the  "bracero"  proa 
under  which  Mexican  workers  were  encouraged, 
matter  of  U.S.  policy,  to  come  north  and  help, 
their  labor,  the  American  war  effort. 

Nogales,  Sonora  (left)  and  Nogales,  Ariz. 

A* 


The  Wall  That  Isn't  ^ 

After  World  War  II  the  U.S. 
adopted  an  admission  quota  for 
Mexican  workers— 200,000  in 
1952.  By  1953-54  the  number 
here  illegally  was  over  a  million. 
Some  were  caught  (top  and  bot- 
tom), most  weren't  (left),  cross- 
ing a  long  international  border 
that's  rarely  a  barrier  (right). 

A  search  of  "wetbacks,"  1951. 


A  Legacy  Of  Bitterness 


rom  New  Haven  Railroad,  1945. 

als  And  Illegals  ^ 

can  workers  preferred  to  enter 
J.S.  legally.  Legal  entry  entitles 
rker  to  a  measure  of  protection 
exploitation  and  blackmail, 
never  there  have  been  legal  jobs 
ible,  the  applicants  for  them 
been  many  times  those  needed 
t).  But  as  long  as  these  workers 
earn  more  in  the  U.S.  than  in 
co,  they  will  continue  to  come, 
or  not. 


In  1954  word  spread  in  Mexicali,  Mexico  of  500  legal  jobs.  Result:  this  throng. 

Nixon  and  Diaz  Ordaz,  1969. 


Kennedy  and  Lopez  Mateos  review  an  honor  guard,  1962 


Presidential  Visits 

Franklin  Roosevelt  was  the 
first  U.S.  President  to  visit 
Mexico,  in  1943.  John  Ken- 
nedy visited  Adolfo  Lopez 
Mateos  in  1962  (left),  while 
Richard  Nixon  embraced  Gus- 
tavo Diaz  Ordaz  in  1969 
(above),  at  the  dedication  of 
the  Amistad  Dam. 
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A  Legacy  of  Bitterness 


The  Patinos  at  their  resort,  Las  Haddas,  in  1974. 

Borderline  Cases 

Mexico  has  always  had  an  upper  class.  Bolivian  millionaire 
Antenor  Patino  (above)  with  his  wife,  developed  "Las 
Haddas,''  Mexico's  new  super-resort  in  Manzanillo  on  the 
Pacific  Coast,  for  them  and  for  the  tourist  trade.  But  more 
than  50%  of  the  population  remains,  by  Mexican  standards, 
poor.  The  11-year-old  boy  working  in  a  Sonora  sardine 
cannery  (upper  right)  earns  $16  a  day,  a  high  wage.  He 
has  dropped  out  of  school. 

Because  American  wages  are  much  higher,  illegal  labor 
continues  to  pour  over  the  border.  For  the  people  directly 
involved,  the  Mexicans  and,  among  others,  the  U.S.  Border 
Patrol,  a  pattern  of  overreaction  has  developed.  A  picture 
of  a  patrolman  chasing  a  Mexican  child  from  an  El  Paso 
bridge  (right)  with  a  club  in  his  hand  outraged  the  Mexi- 
cans when  it  appeared  in  the  Mexican  press.  The  legacy  of 
bitterness  in  Mexico  toward  their  powerful  neighbors 
to  the  north  is  largely  intact  and  impossible  to  ignore.  ■ 
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An  11 -year-old  at  work  in  a  Mexican  cannery. 

El  Paso's  railroad  bridge,  a  conduit  for  illegal  immigrants. 


The  legend  continues*** 


Announcing  the 
Mercedes-Benz  280SE  Sedan* 


This  Mercedes-Benz  offers  you 
all  the  legendary  engineering 
and  elan  that  have  made 
Mercedes-Benz  one  of  the 
most  admired  automobiles  in 
the  world  — with  the  perform- 
ance of  a  most  unusual  fuel- 
injected  engine. 

The  280SE  ("SE"  for  Super  Ein- 
spritz,  or  injection)  is  powered  by  the 
only    fuel- injected  double-overhead 
camshaft,  six-cylinder  engine  available 
in  the  United  States.  It  uses  a  simpli- 
fied Continuous  Injection  System  for 
injecting  fuel  that  offers  distinct  ad- 
vantages over  delicate  electronic 
injection  systems. 

The   system  automatically  com- 
pensates for  weather  conditions,  engine 
load  and  altitude— and  meters  pre- 
cisely the  right  amount  of  fuel  to  the 
engine  at  precisely  the  right  instant. 

The  engine  to  which  the  CIS  fuel- 
injection  system  is  wedded  is  the 
famous  6-cylinder  Mercedes-Benz 
double-overhead  camshaft  power  plant. 
The  double-overhead  camshaft  con- 
figuration provides  smoother  engine 
operation  at  all  speeds  and  eliminates 
the  need  for  pushrods  and  lifters. 

Suspense-free  suspension 

The  advanced  front  suspension  system 
of  the  280SE  derives  from  the  famous 


The  new  280SE:  Subtle  dimensions  in  a  6-cylinder  sedan. 


Trunk  —18.2  cubic  feet  of  usable  space. 


C-lll  high-speed  research  vehicle.  It 
has  many  advantages:  Extremely  pre- 
cise steering  control  with  instant 
response,  almost  no  tilting  of  the  car 
in  cornering  and  braking,  straight- line 
control  under  heavy  braking  and  rough 
road  conditions,  and  better  road- 
holding  ability  under  all  conditions. 

Matched  to  the  remarkable  fully 
independent  front  suspension  is  a  fully 
independent  rear  suspension  that  does 
its  share  in  creating  the  280SE's  in- 
comparable readability.  It  helps  elimi- 
nate the  suspense  you  may  have  experi- 
enced in  rigid-axle  cars. 

The  280SE  Sedan  maneu- 
vers full  left  to  full  right  in 
just  2.7  turns  of  the  steer- 
ing wheel.  Its  precisely 
engineered  power-assisted 
linkage,  coupled  with  a 
zero-offset  steering  mecha- 
nism, ensures  the  280SE's 
driver  of  exquisite  maneuverability 
and  tautly  controlled  handling  in  any 
road  situation. 

Mercedes-Benz  pioneered  the  use 
of  dual-circuit  power  disc  brakes  on  all 
four  wheels,  starting  in  1968.  In  the 


280SE  Sedan,  the  front  disc  brakes  are 
internally  ventilated. 

The  look  of  a  leader 

As  with  all  Mercedes-Benz  cars,  both 
exterior  and  interior  of  the  new  280SE 
have  a  distinctive  elegance  that  be- 
speaks leadership. The  elegance  derives 
naturally  out  of  the  car's  engineering; 
it  is  not  imposed. 

Everything  fundamental  to  your 
safety  and  comfort  is  standard  with  the 
280SE;  Mercedes-Benz  has  never 
viewed  these  most  important  factors 
as  "optional  extras."  That  is  because 
Mercedes-Benz  engineers  create  only 
cars  that  are  totally  integrated  engi- 
neering designs— from  their  power 
plants  to  suspension  and  steering  to 
dashboard  instruments. 

Arrange  a  drive  soon  with  an  au- 
thorized Mercedes-Benz  Dealer.  It  may, 
we  suggest,  spoil  you  for  any  other 
luxury  sedan. 


Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 


This  curious-looking  piece  of 
machinery  may  be  the  most 
noteworthy  advance  in  automotive 
air  conditioning  since  the 
convertible  top. 

It's  the  Rotary  compressor, 
designed  and  engineered  by 
Borg-Warner's  York  Automotive 
Division.  Any  way  you  look  at  it, 
it's  a  revolution. 

Instead  of  the  up-and- 
down  pistons  you  find  in  most 
standard  compressors,  the 
Rotary  operates  with  a  unique  sys- 
tem of  smoothly  rotating  "vanes." 
Their  continuous  circular  motion 
makes  the  York  Rotary  incredibly 
quiet  and  vibration-free. 

Its  special  compact  design 


helps  the  Rotary  fit  into  small  engine 
compartments  where  many  larger  com- 
pressors would  be  hard-pressed  to  go. 
Yet  despite  this  compact  size 
and  shape,  the  Rotary  can 
efficiently  cool  any  vehicle,  from 
the  smallest  sub-compact  to  the 
[  longest  limousine.  That  includes 
trucks,  tractors,  airplanes, 
off-the-road  and  recreational  vehicles. 
Now,  try  getting  a  convertible  top 
on  them ! 

For  more  information  on  the 
quiet,  compact,  powerful  revolutionary 
Rotary  and  other  York  revolutions, 
write:  York  Automotive  Division, 
Borg-Warner  Corporation, 


BORGJOVARNER 


The  moidability  of  Fiberglas 
has  helped  slash  the  cost  of  a  hydroplane  hull  by  50%. 
How  much  would  it  cut  the  cost  of  your  product? 


Back  in  the  50's,  hydroplanes  were 
built  out  of  marine  plywood.  The 
cutting,  bending,  and  fitting  could 
take  two  expensive  weeks. 

Then  Fiberglas*  arrived.  Stronger 
than  wood.  And  moldable.  Now,  a 
sleek  hull  takes  just  two  days  to  make, 
and  sells  for  half  what  a  wooden  one 
would  cost.  It's  300  pounds  lighter,  too! 

TM.  Reg.  O.  OF  for  reinforcements  for  plastics. 


Fiberglas  reinforcement,  added  to 
plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  light -transmitting 
panels  and  auto  front  ends  benefit 
from  the  same  moidability,  lightness, 
and  economy  that  improved  hydro- 
planes. Other  products  like  campers, 


diving  boards,  and  third-rail  cove 
are  better  because  they're  more  res 
tant  to  corrosion,  electrically  nc 
conductive,  stronger,  or  more  durab 
Would  a  Fiberglas  materials  s 
tern  make  your  product  better?  We 
help  you  find  out.  Write:  D.M.Meei 
Owens-Corning  Fiberglas  Cor 
Fiberglas  Tower,  Toledo,  Ohio  436.' 


Owens-Corning  is  Fiberglas 


OWENS/CORNING 

FIBERGLAS 


The  Good  Life  Beckons 

When  you  had  100%  of  a  market,  the  only  way  to  go 
is  down.  Will  Intel's  founder  opt  out? 


Robert  N.  Noyce  wears  whatever  he 
wants  to  work.  He  has  a  large  home 
in  Los  Altos,  Calif.  He  flies  his  own 
plane,  skis  the  Sierras,  is  worth  about 
$23  million  and  has  a  niche  in  his- 
tory as  a  pioneer  in  transistors  and 
the  integrated  circuits  descended  from 
them  that  are  bringing  technology  to 
a  level  of  almost  mystic  possibilities. 

He  also  may  have  a  problem— if  he 
decides  it  is  his  problem.  If  he  de- 
cides it  isn't,  then  it  is  a  problem  for 
his  company,  Intel  Corp.  of  Silicon 
Valley  (the  Santa  Clara  County  nest- 
ing place  for  semiconductor  compa- 
nies)—and  for  its  shareholders. 

Battle-Ready? 

The  problem  is  that  Intel  has  to  get 
the  ax  handles  out  and  fight  for  the 
exploding  market  in  microcomputers 
that  it  largely  created.  The  question 
is  whether  Bob  Noyce,  its  cofounder 
and  chairman,  who  at  49  is  on  the 
pinnacle  of  success  by  any  measure, 
really  relishes  the  kind  of  day-by-day 
grind  required. 

Sitting  in  his  near-shabby  office, 
Noyce  discusses  almost  casually  what 
has  been  happening  to  Intel  since 
it  pioneered  large-scale  integration 
(LSI)  on  small  memory  chips  and 
created  the  microcomputer— an  in- 
dustry for  which  some  analysts  see 
sales  of  $1  billion  by  1980,  vs.  only 
$125  million  last  year. 

Intel's  share  of  that  market  has 
been  steadily  dropping:  about  60% 
last  year,  probably  50%  this  year.  Next 
year?  Who  knows?  Says  Noyce:  "Un- 
fortunately, the  only  way  you  can  go 
from  100%  is  down." 

Not  that  there's  anything  wrong 
with  the  company's  profitability.  In 
1972,  after  it  introduced  the  micro- 
computer, sales  were  only  $23  million. 
They'll  probably  top  $320  million  this 
year.  Return  on  equity  last  year  hit 
28%,  compared  with  about  14%  for 
other  semiconductor  companies. 

Noyce  helped  develop  the  transis- 
tor before  founding  Fairchild  Semi- 
conductor with  the  help  of  venture 
capitalist  Arthur  Rock  in  1957.  When 
that  company  faltered,  Noyce  and  his 
research  associates,  Gordon  E.  Moore 
and   Andrew   S.   Grove,   bailed  out 


and,  with  Rock's  backing,  founded  In- 
tel in  1969  with  Rock  as  chairman, 
Noyce  as  president,  Moore  and  Grove 
as  top  vice  presidents. 

Intel  shrewdly  placed  its  micro- 
computers first  with  computer  engi- 
neers so  they  would  be  used  in  periph- 
erals around  larger  computer  systems. 
Soon  they  or  their  microprocessor 
units  were  in  hobby  kits,  video  games, 
microwave  ovens,  traffic  lights  and 
point-of-sale  terminals— and  not  all 
were  coming  from  Intel,  either.  Noyce 
believes  they  will  eventually  replace 
all  the  gears  and  levers  that  control 
home  appliances,  from  clocks  to  wash- 
ing machines.  Ford  Motor  Co.  has 
selected  Intel  to  help  produce  a  gas- 
saving  microprocessor. 

And  the  mind-boggling  stuff  seems 
just  around  the  corner;  Intel  already 
makes  individual  memory  bits  so  small 
they  can't  be  seen  with  the  naked  eye. 
What's  next?  Cellular  intelligence, 
man-made?  Artificial  DNA? 

But  taking  the  lead  in  a  new  tech- 
nology is  one  thing,  holding  it  is  an- 
other. "A  lead  in  this  business  is  six 
months,"  says  Gordon  Moore,  "two 
years  if  you  are  fortunate."  Intel  faces 
competition  from  Motorola,  Texas  In- 
struments, Fairchild,  National  Semi- 
conductor. Noyce  and  his  associates 
often  fantasize  about  their  microcom- 
puters obsoleting  International  Busi- 
ness Machines'  mainframes.  IBM 
makes  its  own  memories  and  proces- 
sors, but  publicly  so  far  it  has  nothing 
out  to  directiy  counter  Intel.  Digital 
Equipment,  though,  is  making  small- 
er, cheaper  minicomputers.  A  mini- 
computer package  equivalent  to  to- 
day's microcomputer  sold  for  $10,000 
five  years  ago.  But  a  packaged  micro- 
computer retails  now  for  $1,495.  Says 
Moore:  "This  seems  to  be  the  only 
business  in  the  world  in  which  prices 
always  go  down  each  year." 

It's  expensive  to  keep  up  the  pace. 
Intel's  cost  of  sales  jumped  73%  last 
year,  and  Noyce  figures  it  costs  40 
cents  in  capital  investment  to  bring 
in  a  dollar  in  new  sales. 

So  the  question  is  whether  a  man 
with  all  the  money  he'll  ever  need, 
and  with  his  life  arranged  as  satis- 
factorily as  Noyce's,  will  go  the  dis- 


tance in  the  brutal  Frankenstein-mon- 
ster market  he  helped  create.  There 
are  some  pretty  clear  indications: 
Noyce  already  has  turned  over  the 
chief  executive's  post  to  Moore,  who 
has  turned  over  day-to-day  operations 
to  Grove.  Noyce  acquired  his  Intel 
interest  for  about  $250,000.  But 
Noyce,  other  founders  and  executives 
have  been  disposing  of  some  of  their 
valuable  holdings.  (The  stock  has 
soared  as  high  as  78,  split  3-for-2 
three  times,  and  was  recently  around 
48  over  the  counter. ) 

Are  they  getting  ready  to  start  an- 
other wonder  in  Silicon  Valley?  Says 
Rock:  "It  would  take  at  least  $20  mil- 
lion these  days  to  start  another  Intel" 
(which  got  going  for  $3  million).  And 
Noyce?  "If  I  do  start  another  compa- 
ny," he  says,  "it  won't  be  as  chief  ex- 
ecutive—or in  anything  as  competitive 
as  the  semiconductor  industry."  ■ 


Founders:  Intel's  Noyce  (left)  and 
Moore  found  a  niche,  but  the 
market  is  splitting  like  an  atom. 
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America  is  growing 
more  dependent  on 
foreign  fuel, 
not  less. 


Your  representatives  in 
Washington  have  been  talk- 
ing about  a  national  energy 
policy  for  more  than  three 
years. 

In  the  meantime,  Amer- 
ica is  growing  more  depen- 
dent on  foreign  fuel,  not  less. 

Back  in  1973-74,  the 
Mid-east  oil  embargo  meant 
waiting  in  line  for  gasoline, 
more  inflation,  more  unem- 
ployment, and  higher 
prices.  At  that  time,  our 
country  imported  38%  of  the 
oil  we  consumed.  Today 
America  imports  42% ! 

Tell  Washington  what 
you  think. 

Your  opinion  can  make 
a  difference. 

That's  why  we've  left 
the  opposite  page  blank.  We 
hope  you  will  use  it  to  help 
spur  action  on  a  national 
energy  policy. 

We  hope  thousands  of 
you  will  write  to  one  of  your 
United  States  Senators.  We 
hope  you  will  tell  him— in 
your  own  words  and  for 
your  own  reasons— that 
you  want  industry  and  gov- 
ernment to  work  together  to 


promote  policies  that  will 
insure  adequate  supplies  of 
energy  at  all  times. 

Will  America  have 
enough  fuel  for  the  future? 

The  answer  is  "yes" . . . 

...  if  we  all  conserve 
energy  and  avoid  waste; 

...  if  we  develop  new 
domestic  sources  of  oil 
and  gas; 

...  if  we  deregulate  fuel  prices; 

...  if  we  expand  coal  pro- 
duction, including  the 
development  of  new 
sources  of  low-sulfur  coal; 

...  if  we  strike  a  balance 
between  energy  needs 
and  environmental 
protection; 

...  if  we  continue  the  expan- 
sion of  safe,  large-scale 
nuclear  power  to  replace 
oil  and  gas  used  to 
generate  electricity; 

. .  .if  we  step  up  research 


and  development  of  new 
sources  that  will  become 
significant  suppliers  of 
energy  in  the  future. 

Those  are  the  vital 
elements  we  believe  should 
be  included  in  an  energy 
policy  for  our  country.  But 
what  do  you  believe?  Write 
down  your  thoughts  on  the 
page  opposite.  Then  tear  it 
out  and  send  it  to  one  of 
the  United  States  Senators 
from  your  state. 


Bethlehem 


Honorable  

(United  States  Senate 
Washington,  DC  20510 

Dear  Senator  


Sincerely  yours, 


The  Money  Men 


Development  Banking  A  La  DLJ 


How  would  you  like  to  have  been  the 
manager  who  put  $500,000  of  your 
partners'  capital  into  a  fledgling  citi- 
zens band  radio  company  early  in 
1973  and  sold  out  just  two  years  later 
at  a  profit  of  almost  $7.5  million? 

Well,  Robert  B.  Goergen,  37,  ad- 
ministrative manager  of  Donaldson, 
Lufkin  &  Jenrette's  Sprout  group  of 
capital  development  funds,  and  one  of 
the  four  general  partners  of  the  group, 
did  just  that  on  one  of  his  first  ven- 
ture capital  tries.  Since  then  Goergen 
has  had  more  limited  success  with  two 
other  investments,  and  he  has  three 
more  working  in  the  newest  Sprout  III 
fund  just  launched. 

Success  has  been  contagious  at 
Sprout.  In  1969  general  partners 
John  K.  Castle,  35,  and  L.  Robert 
Johnson,  33,  successfully  put  together 
the  financing  and  development  of  En- 
virotech,  a  maker  of  water-  and  in- 
dustrial-pollution-control equipment, 
when  it  had  about  $60  million  in 
sales;  today  it's  a  $400-million-plus 
public  company.  Another  Castle  pro- 
duction, started  in  1973,  was  Geo- 
source,  a  then  $49-million  company 
built  around  former  Rockwell  Interna- 
tional and  Ampex  operations.  Today 
it  is  a  worldwide  energy  services  op- 
eration with  over  $200  million  in  reve- 
nues and  $10  million  in  net  income. 

Goergen  and  Casde  are  specimens 
of  a  venture  capital  breed  that  DLJ 
Securities  has  been  able  to  attract  and 
do  well  by  over  the  last  seven  years. 
Sprout  I,  begun  in  late  1969  with  an 
investment  of  $11.5  million  of  part- 
ners' capital,  has  earned  a  compound- 


ed annual  return  of  11%  on  some  20 
investments.  Sprout  II,  started  in  late 
1971  with  $18.5  million,  so  far  has  re- 
turned nearly  25%  annually  to  a  dozen 
DLJ  partners  willing  to  give  up  liquid- 
ity for  years  in  the  hope  of  large  gains. 

After  two  winners,  why  tempt  fate 
by  starting  still  another  development 
capital  fund?  Because  DLJ's  original 
plan  had  been  to  terminate  the  Sprout 
partnerships  in  seven  years.  Once  the 
companies  were  built  up,  they  would 
either  be  sold  to  another  company,  go 


". . .  'We  like  to  kick  the 
tires.  Your  chances  of 
losing  are  lower  with 
an  existing  operation' . . 


public,  or  be  sold  to  management. 
Even  Sprout  II  is  fully  invested  now, 
so  any  further  investing  is  limited  to 
companies  already  in  the  portfolio. 

Most  Sprout  deals  for  DLJ  part- 
ners—who shell  out  anywhere  from 
$500,000  to  $2  million  per  deal-are 
well  leveraged.  The  DLJ  partners  and 
the  top  executives  of  the  new  compa- 
ny acquire  most  of  the  equity  capital. 
Debt  and  other  senior  capital,  often 
accounting  for  some  80%  of  the  capital 
structure,  is  held  by  institutions  like 
banks  and  insurance  companies  who 
may  also  take  some  equity. 

What  land  of  firm  does  Sprout 
look  for?  "Our  investments  typically 
have   been   in   companies   with  an 


Quick  Score:  DLJ's  venture  capital  people  have  always  been  self-starters 
and  quick  learners.  Robert  B.  Goergen,  37,  scored  big  on  his  first  deal. 


earnings  record,"  says  Goergen.  "We 
like  to  go  out  and  be  able  to  kick 
the  tires.  Your  chances  of  losing  are 
much  lower  when  you  have  an  exist- 
ing operation." 

But  the  fact  remains  that  two  of 
Goergen 's  own  investments  have  been 
in  startups.  He  convinced  his  part- 
ners to  put  $500,000-$200,000  in 
equity  and  $300,000  in  notes-into 
Royce  Electronics,  his  CB  radio  tri- 
umph. Goergen  was  interested  in 
the  management  of  Royce  and  the 
past  record: 

"Ed  Benson  and  Jim  Love,  the 
founders,  had  sold  another  company 
five  years  earlier  to  a  large  interna- 
tional electronics  firm,  and  while  with 
them  formulated  their  plans  to  distrib- 
ute Japanese-made  CB  radios,  made 
to  U.S.  specifications."  The  timing 
was  spectacular. 

If  Goergen's  timing  was  great  get- 
ting in,  it  was  even  better  getting  out. 
When  Royce  was  merged  into  Masco 
Corp.  in  mid- 1975,  the  CB  radio  mar- 
ket was  in  a  frenzied  boom.  Royce's 
revenues  had  shot  up  from  under  a 
half  million  dollars  to  an  annual  rate 
of  almost  $40  million,  and  profits  were 
running  at  an  annual  rate  of  over  $4 
million.  So  Goergen  was  able  to  make 
a  $7.5-million  gain  for  his  DLJ  part- 
ners in  just  over  two  years.  In  today's 
crowded  CB  market,  the  selling  price 
would  have  been  far  lower. 

Goergen  hopes  he  may  have  anoth- 
er winner  in  a  recent  startup  deal 
with  a  $500,000  investment  in  Delphi, 
a  word-processing  company  that  pro- 
vides an  automated  telephone  answer- 
ing service  for  small  businesses  and 
private  homes. 

Two  early  Sprout  III  deals  Goergen 
put  together,  however,  utilize  existing 
operations.  One  is  a  $15-million-rev- 
enues  marine  hardware  company  that 
is  a  major  producer  of  heavy  chain, 
anchors  and  similar  gear  for  offshore 
oil  drilling  and  ships.  The  partners' 
initial  investment  was  nearly  $2  mil- 
lion. The  second  is  a  $60-million  spe- 
cialty paper  operation  they're  nego- 
tiating to  buy  from  a  large  British 
company  that  is  selling  off  its  U.S. 
operations  and  wants  lots  of  cash. 
Around  $20  million  is  being  provided 
by  the  insurance  companies  and  pen- 
sion funds  in  the  deal.  Goergen's  part- 
ners again  put  in  $2  million. 

Obviously,    they   have  confidence 
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in  Goergen's  deal-making  ability. 
Though  he  had  little  direct  deal-mak- 
ing experience  when  he  came  to 
DLJ  in  June  1973,  Goergen  wasn't 
short  on  accomplishment. 

After  getting  a  physics  degree  from 
the  University  of  Rochester,  in  1960 
he  entered  the  Wharton  School, 
where  in  one  year  he  earned  an  MBA 
degree  with  honors.  During  the  sum- 
mer he  had  worked  for  Procter  & 
Gamble.  P&G  wanted  to  keep  him,  so 
Goergen  was  given  a  manufacturing 
job  supervising  a  crew  of  16  people. 
It  wasn't  long  before  he  realized  that 
no  matter  how  well  he  performed,  his 
rise  at  P&G  would  be  slow.  So,  after 
a  six-month  hitch  in  the  Army,  he 
joined  McCann-Erickson,  and  within 
a  few  years  was  the  Coca-Cola  senior 
account  executive. 

But  the  restless  Goergen  still  felt 
hemmed  in,  so  he  joined  consultants 
McKinsey  &  Co.,  a  firm  he  had 
wanted  to  work  for  years  earlier.  ("In 
those  days  they  didn't  take  people 
without  business  experience.")  His 
work  at  McKinsey  was  heavy  on  sales, 
pricing,  marketing  strategy  and  even 


mergers  and  acquisition  of  consumer 
goods  operations.  In  less  than  four 
years  he  was  made  a  "principal"  part- 
ner, a  form  of  junior  partner. 

Goergen  was  learning  a  lot  fast, 
but,  as  he  says,  "When  I  finished  my 
reports  for  management  I  was  out  of 
the  picture  and  had  to  start  all  over 
again.  I  got  a  good  salary  but  I  wasn't 


". . .  I  got  a  good  salary, 
but  I  wasn't  staying 
around  long  enough  to  reap 
the  big  rewards  . . ." 


staying  around  long  enough  to  reap 
the  big  rewards.  That's  when  I  de- 
cided to  get  into  venture  capital." 

For  their  efforts,  he  and  the  other 
three  Sprout  general  partners  get  a 
management  fee  (1.8%  yearly)  plus 
a  20%  share  of  the  profits  when  and  if 
any  Sprout  company  is  sold.  Unlike 
the  previous  partnerships,  Sprout  III 
is  intended  to  expire  in  11  years,  but 


can  end  sooner  if  two-thirds  of  the 
partners  vote  for  it. 

From  all  this  litany  of  success,  how- 
ever, one  somber  thought  gradually 
emerges.  DLJ  had  hoped— and  with 
sound  reason,  it  would  appear,  in 
view  of  the  success  of  Sprout  I  and  II 
—to  raise  sufficient  partnership  mon- 
ey outside  the  firm  so  that  Sprout  III 
could  start  in  business  with  $30  mil- 
lion. But  by  the  end  of  1976  it  was 
clear  that  not  much  more  than  $20 
million  would  be  available.  Says 
Goergen:  "Apparently  the  market  for 
venturesome  capital  isn't  as  attractive 
to  institutions  today  as  it  was  a  few 
years  ago.  They've  got  too  many 
problems  with  bad  loans  in  real  es- 
tate and  other  areas.  Furthermore, 
pension  legislation  and  other  changes 
have  made  these  kinds  of  investments 
harder  to  justify  and  not  always 
worth  the  effort." 

That's  really  too  bad.  If  DLJ,  with 
a  strong  track  record  in  the  field, 
has  trouble  raising  additional  capital 
from  outside  investors,  then  the  pros- 
pects for  raising  venture  capital  will 
be  dim  indeed.  ■ 


That's  a  Butler  building? 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co. 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141.     .  716:4 


BUTLER 


'At  Security 
Pacific  Bank, 
interactive 
computing  helped 
us  increase  net 
interest  income 
by  $127  million." 


Security  Pacific's  Carl  E.  1  latino, 


In  othei 


"Our  IBM  interactive  computing  sys- 
tem has  become  fundamental  to  executive 
decision-making  in  almost  every  area  of  our 
business,"  says  Carl  E.  Hartnack,  president 
of  Security  Pacific  Bank,  Los  Angeles. 

"For  example,  over  the  past  two  years 
the  bank  has  increased  net  interest  income 
by  $127  million,  or  more  than  one- third," 
continues  Mr.  Hartnack.  "By  provid- 
ing management  with  on-the-spot  solutions 
to  crucial  needs  and  problems,  interactive 
computing  made  an  important  contribu- 
tion to  this  result." 

Having  over  $16  billion  in  assets  and  515 
branches  throughout  California,  Security 
Pacific  is  the  nations  tenth  largest  bank 
and  is  second  in  the  number  of  banking 
offices. 

With  interactive  computing,  individuals 
communicate  through  terminals  directly 
with  the  computer.  Using  easy -to -learn 
languages  and  simple  commands,  they  can 
tap  the  power  of  the  computing  system  to 
get  information,  analyze  data  or  solve  com- 
plex problems. 

A  3  to  1  cost  advantage 

At  Security  Pacific,  the  system  includes 
nearly  a  hundred  terminals,  used  by  300 
managers  and  staff  members.  They  work 
with  interactive  computing  in  72  major 
areas,  ranging  from  monitoring  interest 
rates  to  econometric  forecasting.  The  cost 
of  the  interactive  system,  which  runs  on 
an  IBM  System/370  Model  158,  is  about 
one-third  of  what  it  would  have  been  under 


NET  INTEREST  INCOME 
AT  SECURITY  PACIFK 


$352  million 


their  previous  computing  method. 

In  one  heavily  used  area,  the  bank's 

investment  manag- 
ers access  a  data 
base  containing 
detailed  informa- 
tion on  3,500  com- 
panies. They  can 
produce  reports 
and  recommenda- 
tions  quickly  — 
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$479  million 


1976 


sometimes  for  reaction  to  immediate  in- 
vestment opportunities. 

Perspectives  on  profitability 

In  another  key  use,  the  banks  finance 
committee,  which  meets  every  weekday 
morning  to  invest  millions  of  dollars  in 
short-term  funds,  employs  interactive  com- 
puting to  help  develop  the  right  strategy 
and  tactics. 

"Used  in  these  ways,  the  system  is  an 
invaluable  management  tool,"  says 
Mr.  Hartnack.  "Throughout  Security 
Pacific,  it  has  provided  perspectives  on 
profitability  we  couldn't  get  any  other  way." 

Interactive  computing  is  one  of  a  num- 
ber of  ways  IBM  extends  the  power  of 
the  computer  to  people  who  need  it.  For 
more  information,  call  your  IBM  Data  Proc- 
essing Division  representative.  Or  write 
for  "Interactive  Computing:  The  Business 
Benefits"  to  IBM  Corporation,  Department 
83F-G,  1133  Westchester 
Avenue,  White  Plains, 
New  York  10604. 


IBM 

Data  Processing  Division 


ords,  results. 


Five  International  Harvesters  In  One 


Reorganization  is  the  capstone  of  management's  campaign 
to  rejuvenate  this  aging  corporate  giant. 


By  HAROLD  SENEKER 

International  Harvester  Co.  has  a 
thing  about  tradition. 

Its  headquarters  beside  the  Chicago 
River  are  on  the  site  of  old  Cyrus 
McCormick's  original  reaper  factory, 
the  one  that  burned  down  in  the  great 
Chicago  Fire  of  1871.  IH's  executive 
dining  room  has  two  walls  full  of  med- 
als—mostly gold— won  at  indus- 
trial expositions  in  the  19th 
century.  The  company  even 
has  sheet  music,  stored  some- 
where, by  an  artistic  McCor- 
mick  around  the  turn  of  the 
century.  Though  IH  is  not  a 
family  company,  its  present 
president  and  chief  executive, 
Brooks  MeCormick,  is  a  great- 
grandnephew  of  Cyrus. 

But  when  this  MeCormick 
took  the  title  of  chief  execu- 
tive late  in  1971,  he  knew  IH 
had  had  enough  of  Victoriana 
and  badly  needed  infusions  of 
late  20th-century  management 
techniques.  "We  came  in  after 
a  period  of  five  years  of  ad- 
vancing volume  and  declining 
profit,"  he  recalls,  referring  to 
himself  and  his  longtime  team 
of  top  executives.  "We  saw 
something  had  to  be  done.  The 
ultimate  survival  of  the  com- 
pany was  at  stake." 

That's  strong  talk  about  a 
company  like  IH,  an  undisput- 
ed giant  among  corporations— 
almost  $5.5  billion  in  sales  last 
year,  one  of  the  world's  major 
producers  of  farm  equipment, 
of  construction  and  off-the- 
road  equipment,  of  trucks  and 
diesel  engines  and  of  an  array  of  oth- 
er products,  a  hundred  years  plus  of 
history,  counting  predecessor  compa- 
nies (IH  itself  was  formed  in  1902). 
How  could  it  not  survive? 

But  its  ways  of  doing  things  were 
one  tradition  it  could  do  without.  In- 
ternal lines  of  communication  were  a 
nasty  tangle.  Lower  echelon  manage- 
ment was  worrying  more  about  vol- 
ume than  profit,  and  often  losing  both. 
The  company  had  skimped  for  years 
on  capital  investment.  In  1971  earn- 
ings no  longer  covered  the  old  $1.80 


dividend;  it  was  cut  to  $1.60.  It  would 
be  cut  again  the  next  year,  to  $1.40. 

Six  months  before  the  succession, 
MeCormick  sat  down  with  his  execu- 
tives to  start  laying  plans  for  a  come- 
back. They  would  reorganize  some- 
day, sure,  but  first  they  would  have  to 
work  on  more  pressing  matters. 

They  had  to  pour  on  capital  spend- 
ing, even  though  it  had  to  be  financed 


The  Thinker:  These  days  President  Brooks 
MeCormick  thinks  mainly  of  the  reorganization 
that  he  hopes  will  modernize  IH. 


with  heavy  infusions  of  debt.  They 
had  to  delve  into  the  books  and 
measure  profitability  within  product 
lines  for  the  first  time.  ("We  were 
shocked  when  we  found  out  how 
much  we  were  losing  in  light  trucks, " 
says  one  executive.)  They  closed  un- 
profitable plants,  introduced  manage- 
ment by  objective,  decentralized  prof- 
it responsibility  and  began  measuring 
managers'  success  by  return  on  assets 
employed  rather  than  by  volume  gen- 
erated. All  the  textbook  solutions. 
What  followed  after  was  enough  of 


a  textbook  case  of  earnings  recovery 
to  make  Harvard  Business  School  very 
happy,  even  if  MeCormick  did  go  to 
Yale  and  major  in  English  Lit.  Earn- 
ings rose  from  $1.65  a  share  in  fiscal 
1971  (ended  Oct.  31)  to  $6.02  in  fis- 
cal 1976,  despite  a  deep  setback  in 
1975  from  recession.  Return  on  equity 
more  than  tripled,  from  3.9%  to  12.1%, 
on  an  82%  sales  gain.  IH  has  even 
started  paying  down  its  long- 
term  debt. 

But  after  five  years  of  rising 
profits,  the  financial  statements 
still  have  a  certain  mediocre 
look  about  them,  compared 
with  the  competition's.  A  12% 
return  on  equity  is  average  for 
U.S.  industry,  but  doesn't  look 
so  good  next  to  Caterpillar 
Tractor's  21.8%,  or  GM's 
22.2%,  or  Deere's  20.3%,  or  es- 
pecially Cummins  Engine's 
25.1%.  IH  is  still  second  in  vol- 
ume to  Deere  in  the  U.S.  farm 
equipment  market,  second  to 
Massey-Ferguson  overseas  and 
far  behind  Caterpillar  in  off- 
the-road  and  construction 
equipment.  Granted  IH  leads 
the  pack  in  heavy  trucks,  but 
it  has  had  to  abandon  the 
light-truck  market  altogether. 

Yet  MeCormick  wants  to 
raise  return  on  sales  to  5% 
(from  3.2%),  lift  return  on 
equity  to  16%  and  reduce  debt 
enough  to  earn  back  IH's  "A" 
rating  from  Standard  &  Poor's 
(it's  now  a  grade  lower  at 
BBB).  All  this  by  1982,  when 
MeCormick  reaches  65. 

Clearly,  the  time  has  finally 
come  for  another  moderniza- 
tion step:   that  long-deferred  corpo- 
rate reorganization. 

But  can  a  reshuffling  of  the  boxes 
on  the  organizational  chart  really 
make  much  difference?  It  can  to  Keith 
Mazurek,  formerly  head  of  IH's  Truck 
division  and  now  president  of  its  new- 
ly formed  Components  Group:  "When 
I  had  a  truck  problem  overseas,  I 
couldn't  deal  with  it  directly.  I  had  to 
go  up  to  my  executive  vice  president, 
then  over  to  their  executive  vice  presi- 
dent, then  down  to  the  president  of 
the  overseas  division."  Look  at  the 
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Swiss  Bank  Corporation* 

Our  expertise 
is  international. 

Our  commitment  is 
American. 


187^ 


Our  reputation  as  experts 
in  international  finance  speaks 
for  itself.  But  there's  another 
side  of  Swiss  Bank  Corporation 
you  should  know  about:  our 
commitment  to  business 
here  in  America. 

We've  been  serv  ing  the 
commercial  banking  needs 
of  companies  in  the  U.S. 
for  nearly  four  decades. 
Through  these  years, 
our  commitment  has  grown 
to  include  more  than 
650  people  working  in  our 
branches  and  representative 
offices  across  the  country. 

The  American  business 
community  is  our  community. 
Our  banking  experts  have  made  it 
their  business  to  know  all  the  ways 
banking  can  help  you  toward 
your  corporate  goals. 

Whether  you're  interested  in  domestic  or 
international  loans,  corporate  finance,  money  market 
facilities,  foreign  exchange  or  good  old  American- 
style  financial  savvy,  the  Swiss  Bank  Corporation 
can  help  you  with  it  all. 

Swiss  Bank  Corporation.  Our  expertise  is 
international.  Our  commitment  is  American. 


SWISS  BANK  CORPORATION 

Main  Office  U.S.A.:  New  York,  15  Nassau  St.,  10005,212/791-2777. 
Branches:  Chicago,  150  S.  Wacker  St,  60606,  312/346-0360  and 
San  Francisco,  120  Montgomery  St.,  94104,  415/434-2640. 
Representative  Offices:  Houston,  One  Allen  Center,  77002,713/658-0561 
and  Los  Angeles,  800  W.  Sixth  Street,  90017,  213/489-5900. 


The  Old  Organization:  A  Minotaur's  Delight 

If  you  ask  Brooks  McCormick  how  the  old  structure  evolved,  his  expression  grows 
pained  and  he  says,  "Can  I  pass  on  that  question?"  Set  up  in  1943  as  a  fairly 
simple,  divisional  scheme,  it  was  a  success  for  many  years.  But  as  IH  grew,  making 
it  continue  to  work  became  intolerably  complex. 


chairman 
Mccormick 


ENVIRONMENTAL 
QUALITY 
(PRODUCT) 


chart  (left)  and  consider  the  other 
possibilities  for  confusion. 

Communications  were  so  bad  that 
in  1975,  when  it  was  common  knowl- 
edge at  Chicago  headquarters  that 
the  company's  approximately  $100- 
rnillion-a-year  steel  mill  would  some- 
day be  sold,  the  mill  people  had  to 
leam  about  it  in  the  press. 

How  to  reorganize?  I H  is  in  five 
very  separate  businesses:  Trucks  are 
one;  farm  equipment  another;  con- 
struction equipment  a  third;  then  the 
company  makes  engines  and  com- 
ponents for  all  these;  and  there  is  a 
fairly  autonomous  turbine  division. 
Four  of  these  are  now  billion-dollar 
businesses  in  their  own  right,  or  near- 
ly so.  Even  the  relative  midget,  the 
Solar  Turbine  division,  has  sales  of 
about  $250  million. 

So  why  not  set  up  each  as  a  sepa- 
rate business,  with  its  own  president, 
corporate  staff  and  so  forth?  Presto. 
Simplification. 

Each  president  will  run  his  own 
multinational  operation,  prepare  his 
own  budget;  the  buck  will  stop  at  his 
desk.  The  top  corporate  officers  will 
still  determine  overall  strategy,  ap- 
prove or  disapprove  budgets  and  de- 
cide which  of  the  five  businesses  is 
to  be  fed  new  money  and  which  ones 
get  milked. 

Involved  Witness 

How  will  it  work?  The  man  to  ask 
would  seem  to  be  that  same  Keith 
Mazurek,  as  president  of  the  Com- 
ponents Group  the  most  oddly  situ- 
ated of  the  five  new  presidents.  Until 
this  reorganization  (begun  Feb.  1  and 
not  slated  for  completion  until  Nov. 
1),  Components  did  not  exist  as  such. 
It  is  a  congeries  of  foundries,  engine 
and  parts  factories  and  the  parts  dis- 
tribution network;  its  total  volume  is 
$1.8  billion,  most  of  which  will  be 
sold  to  the  other  four  new  baronies. 
Even  after  the  Nov.  1  "D  day"  it  will 
not  report  its  results  publicly,  but  pro- 
rate them  among  the  other  groups. 

Is  Mazurek  bothered?  Not  a  bit.  To 
hear  him  tell  it,  he's  running  the 
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The  Peugeot  604  gives  you  the 
engineering  of  a  Mercedes-Benz, 
the  handling  of  a  BMWJ 
the  elegance  of  a  Jaguar,  and  a 
level  of  comfort  superior  to 
all  of  them. 


It's  one  thing  to  build  a  car  in  a 
class  with  three  of  the  world's  most 
sophisticated  sedans.  It's  quite  an- 
other to  build  a  car  that  in  any  way 
achieves  superiority  over  them. 

In  building  the  Peugeot  604, 
however,  we've  done  precisely  that. 

Like  the  Mercedes  280  E,  it  has 
fully  independent  suspension,  a  re- 
sponsive six-cylinder  engine  (ours 
is  a  V-6),  a  unitized  body  with  thou- 
sands of  welds,  impact-absorbing 
crush  zones  front  and  rear,  anatom- 
ically designed  seats, 
and  meticulous  atten- 
tion to  detail. 

Like  the  BMW 


530  i,  it  has  power-assisted  rack 
and  pinion  steering,  four-wheel 
power  disc  brakes,  stabilizer  bars, 
McPherson  struts,  and  a  head-spin- 
ning ability  to  make  tight  turns. 

Like  the  Jaguar  XJ6L,  it  has 
elegant  styling  (ours  is  by  Pininfar- 
ina),  air  conditioning,  AM/FM 
stereo,  power  windows,  and  fully- 
reclining  seats  (we  also  offer  an 
electric  sunroof  and  genuine 
leather  upholstery). 

But  unlike  all  of  them,  the 


Peugeot  604  has  been  engineered 
for  a  superior  level  of  comfort.  With 
oversized  shock  absorbers  pat- 
ented by  Peugeot.  With  large  coil 
springs  and  long  vertical  wheel 
travel  to  keep  the  car  from  prac- 
tically ever  bottoming  out. 

With  a  "floating"  differential 
and  a  steel  torque  tube  enclosing 
the  drive  shaft  to  reduce  noise  and 
vibration— a  major  source  of  pas- 
senger fatigue.  And  with  seats  that 
are  tuned  to  the  suspension. 

All  these  components  have 
been  engineered  to  work  in  har- 
mony, so  the  car  is  obviously  com- 
fortable when  you  first  ride  in  it. 
And  incredibly  comfortable  when 
you've  been  riding  in  it  all  day. 

But  comfort  isn't  the  only  thing 
separating  the  604  from  its  compe- 
tition. There's  also  its  suggested 
retail  price,  which  starts  at  around 
$1 1 ,000  R  O.  E.  And  that  may  be  its 
most  comforting  feature  of  all. 


PEUGEOT 


No  one  builds  cars  the  way  we  build  cars. 


For  information  on  buying,  leasing,  or  over- 
seas delivery,  see  your 
Peugeot  dealer.  Or  call  800- 
243-6000  toll-free  (in 
Conn.,  call  1-800-882-6500). 
Peugeot  Motors  of  America, 
Inc.,  Lyndhurst,  M.J.  07071. 


|  604  SL  — 

Durable  Clark  skidders  pull  the  big  timber  out: 


Clark  lift  truck  handles  heavy  work  in  a  steel  mill. 


Testing  a  Clark  powershift 
transmission  before  delivery  to 
a  heavy-duty  vehicle  builder. 


Melroe  Bobcat  loaders  make  fast  work 
Of  earthmoving. 


Clark  gets 
it  done. 


You  can  count  on  it.  Because  the  equipment 
is  good  to  begin  with.  And  because  your  Clark  dealer 
knows  how  to  keep  it  that  way.  When  you're  under 
pressure  to  get  a  job  done,  that's  good  to  know. 
Clark  Equipment  Company,  Buchanan,  Michigan  49107 


*DPC  sales 

(in  millions) 


4 


43.3 


*DPC  earnings  from 
continuing  operations 

(in  millions) 


"Fiscal  years  ending 
July  3. 1976. 


The  companies  of  your  pleasure 
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Yes,  now  Liggett  is  sports, to 

The  merger  of  Diversified  Produd 
Corporation  into  Liggett  Group  ad< 
an  entirely  new  line  to  Liggett's  fami 
of  diversified  consumer  products  in 
growth  industries. 

Diversified"s  fast-growing  physical 
fitness  equipment  includes  barbells,  exei 
cise  benches  and  bikes,  hand  exercisers, 
and  dumbbells. 

Their  Superstar  line  of  sporting  gooc 
and  games  includes  table  tennis  and 
basketball  equipment,  as  well  as  volleyba 
badminton,  and  dart  games. 

By  adding  Diversified  Products'  sale 
the  non-.tobacco  revenues  of  Liggett  Grou 
increase  to  approximately  60%  of  total 
revenues,  excluding  excise  taxes.  One  mo 
step  in  Liggett's  long-term  diversification 
into  spirits  and  wines,  pet  foods  and  peot 
foods,  home  care  products,  fashion 
accessories,  and  now.  athletic  equipment 
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The  New  International  Harvester  Organization 
After  Combing  Out  The  Nits 


McCormick  gives  James  J.  Doyle,  senior  vice  president  ad- 
ministration and  development,  much  of  the  credit  for  the  new 
structure.  Doyle,  with  consultants  Booz  Allen  &  Hamilton,  Inc., 
found  40%  of  what  IK  manufactures  crosses  the  old  divisional 


lines  on  the  way  to  market.  Extracting  a  Components  Group 
and  dissolving  the  old  overseas  division  simplifies  managers' 
problems.  Putting  numerous  staff  functions  under  the  new 
group  presidents  eliminates  a  good  many  more  problems. 


EXECUTIVE  V.P. 
FINANCE 
POTTER 


CORP.  COMMUNICATIONS 
McQUIDDY 


SENIOR  V.P. 
ADMIN.  &  DEVELOPMENT 
DOYLE 


CHIEF  OPERATING  OFFICER 
(to  be  named) 


WISCONSIN  STEEL 
(to  be  sold) 


PRESIDENT 
TRUCK  GROUP 
KAINE 


PRESIDENT 
AGRICULTURAL 
EQUIPMENT  GROUP 
WARREN 


PRESIDENT 
PAY  LINE  GROUP 
MUSGJERD 


PRESIDENT 
SOLAR  GROUP 
SI  EVERT 


PRESIDENT 
COMPONENTS  GROUP 
MA2UREK 


linchpin  of  the  entire  company.  He 
speaks  carefully,  almost  pedantically, 
but  he  waxes  enthusiastic: 

"The  reorganization  allows  world- 
wide expansion,  of  which  I've  been  a 
vocal  proponent.  It  removes  a  rather 
difficult  layer  of  executives  who  were 
often  so  busy  with  day-to-day  staff 
functions  that  we  division  heads  could 
rarely  see  them  to  get  our  views  ex- 
pressed properly.  And  third,  it  creates 
the  Components  Group,  which  per- 
mits rationalization  and  new  econo- 
mies of  scale. 

"Some  of  these  components  plants 
were  gold  mines  for  their  divisions, 
some  weren't.  For  instance,  our  engine 
plant  in  Melrose  Park,  111.  is  very  prof- 
itable, a  major  portion  of  the  profit 
of  Pay  Line  [construction  equipment], 
to  which  it  belongs.  It  sold  engines  to 
the  Agricultural  Group  and  record- 
ed profits,  but  transferred  engines 
within  Pay  Line  at  cost.  Its  profits 
were  buried  in  Pay  Line's  bottom  line, 
partly  at  the  cost  of  AG's  margins. 

"But  now  Pay  Line— and  the  other 


groups— can  all  be  evaluated  together 
on  the  basis  of  their  own  assembly 
and  manufacturing  capabilities. 

"Or  take  another  example:  Our 
parts  depots  in  Canada  were  separate 
from  those  in  the  U.S.  But  with  op- 
erational control  we  can  supply  parts 
to  the  U.S.  from  Canada,  and  to  Can- 
ada from  the  U.S.  Eventually,  I  ex- 
pect a  savings  on  parts  inventory  of, 
oh,  10%  just  from  that  change. 

"Similarly  between  the  U.S.  and 
Europe:  Europe  has  kept  a  lot  of  slow- 
moving  items  in  their  depots,  and 
we've  kept  those  same  parts  here,  be- 
cause we  and  they  were  separate  di- 
visions. Right  away,  we'll  keep  those 
parts  in  one  place  and  effect  another 
10%  reduction. 

"The  real  money  is  in  consolidating 
like  operations,  rationalizing  product, 
standardizing  and  getting  rid  of  all 
this  damned  proliferation  of  product 
around  the  company. 

"Why,  just  going  from  stocking 
bolts  in  eighth-inch  increments  to 
quarter-inch  increments,  we  can  cut 


out  half  the  9,000  bolts  we  use. 

"Also,  on  people.  I'll  have  to  add  18 
or  20  people  to  set  up  my  group,  but 
by  consolidating,  we'll  be  able  to  cut 
out  staff  elsewhere— engineers,  for 
example.  I'm  counting  on  a  net  reduc- 
tion in  staff  within  my  group." 

How  Much  Gain? 

IH's  annual  report  this  year  talks 
at  length  about  reorganization  "to  lib- 
erate and  mobilize  the  human  ener- 
gy and  ingenuity  to  solve  problems." 
Unlike  most  such  wind,  this  one  seems 
to  have  some  substance. 

But  substance  enough  to  overtake 
IH's  very  formidable  competitors? 
Finding  out  will  be  the  task  of  the 
next  generation  of  top  managers,  Ma- 
zurek  and  his  confreres.  Meanwhile, 
McCormick  and  his  generation  mean 
to  see  to  it  that,  when  they  retire, 
their  lumbering  old  giant  will  be  right 
up  there,  running  hard,  and  maybe 
even  breathing  down  the  competi- 
tion's necks— gold  medals,  sheet  music 
and  all.  ■ 
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TFI  had  all  the  answers 
to  the  money  management  problems 
of  corporate  treasurers,  I  wouldn't 
have  to  work  for  a  living." 


Charles  M.  Stockholm,  Executive  Vice 
President  and  Manager  of  the 
Corporate  Banking  Division  at 
Crocker  Bank,  makes  some  candid 
comments  about  corporations  and 
corporate  banking  relationships. 


II 


"/  was  23  years  old  and  my  first 
employer— a  bank— sent  me  to  Hong 
Kong." 

Q:  What  are  you  doing  to  solve 
the  problems  facing  corporate 
financial  officers? 

A:  If  I  had  all  the  answers  to  money 
management  problems  of  corporate 
treasurers  I  wouldn't  have  to  work 
for  a  living.  But  seriously,  the  bank 
that  does  have  them,  or  at  least  elimi 
nates  some  of  these  problems,  will 
get  more  than  their  fair  share  of  the 
business. 

Q:  Give  us  an  example. 

A: Traditional  corporate  bankers 
know  their  own  particular  field 
of  banking  superbly  well,  but  don't 
know  that  much  about  international 
or  other  services  within  a  bank.  So 
most  corporate  treasurers  are  inun- 
dated by  three  or  four  people  during 
a  regular  calling  program.  If  we  can 
reduce  the  number  of  calling  officers 
and  still  provide  the  same  input, 
we'll  make  him  more  productive. 

Q:  What  does  it  do  for  the  bank? 

A: Calling  officers  who  have 
experience  in  more  than  one  area  are 
a  much  more  valuable  asset  to  us 
because  we  can  use  them  on  the 
services  side  or  the  international  side 


or  the  corporate  side.  It  gives  us 
more  flexibility,  we  get  better  produc- 
tion—which saves  us  money  — and 
we  get  a  better  executive. 

Q:  Is  this  unique  or  is  it  a  current 

trend  in  banking? 

A:  This  is  unique  — unique  to 
Crocker.  If  your  corporate  banking 
officers  are  equally  skilled  — both 
internationally  and  domestically  — 
there's  no  reason  to  have  a  multi- 
national division.  It's  become  quite 
effective  as  far  as  we're  concerned. 
We're  bringing  in  a  lot  of  multi- 
national names  in  very  good  tier  posi- 
tions, which  normally  you  wouldn't 
find  in  a  regional  bank.  Because 
we've  been  selling  other  services  of 
the  bank  outside  of  our  own  corporate 
lending  program.  We're  beating  our 
competition  because  of  our  people. 

Q:  What  else  does  the  corporate 

treasurer  need? 

A: Well,  in  todays  world,  where 
corporate  demand  is  not  high, 
other  corporate  banking  services  are 
becoming  more  critical  to  company 
treasurers.  I  think  any  principal 
financial  officer  would  like  to  see 
better  money  management 
systems  put  in  place.  It'll  make  their 
jobs  a  lot  easier— and  quite  frankly 
make  our  jobs  a  lot  easier,  too.  Any- 
thing we  can  provide  the  corporate 
treasurer  to  speed  up  his  cash  inflow 
and  give  him  a  better  control  over 
his  own  budget  cash  flow,  etc.,  will 
put  us  in  good  favor. 

Q:  Should  banks  include 

personal  services  to  corporate 

officers  in  their  sales 

presentations? 

A:  I  think  personal  services  are 
very  important.  But  a  corporate 
calling  officer  could  run  the  risk  of 
conflict  of  interest.  However,  I  think 
on  a  separate  basis  — and  by  that  I 
mean  our  trust  officers— handling 
the  financial  affairs  of  a  corporate 
executive  is  very,  very  important.  To 
be  very  honest,  all  of  us  in  business 
spend  a  lot  of  time  advising  others 


"If  your  corporate  banking  officers  are 
equally  skilled— both  internationally 
and  domestically  — there's  no  reason 
to  have  a  multi-national  division!' 


on  how  to  use  the  corporation's 
money,  but  we  spend  very  little  time 
on  our  own  personal  affairs.  Banks 
should  be  providing  more  personal 
services  to  corporate  executives. 
This  is  something  we  are  presently 
doing. 

Q:  You've  worked  in  New  York. 
As  a  West  Coast  person  why  did 
you  go  there? 

A:  At  the  time  I  felt  that's  where 
you  should  learn  your  banking.  And 
when  you  finish  your  undergraduate 
work  — so  to  speak  — you  do  your 
graduate  work  in  a  West  Coast  bank. 
Besides,  spending  one  or  two  win- 
ters in  New  York  is  enough  to  make 
anyone  want  to  stay  in  California. 

Q:  What's  the  difference  between 

banking  today  and  15  years  ago? 

A:  Obviously,  there  are  some 
sophisticated  technical  changes.  And 
today  your  corporate  lender  has  to 
have  a  good  technical  knowledge 
about  the  company  or  industry  he's 
trying  to  lend  to,  and  a  better  under- 
standing of  what  makes  his  customers 
tick.  But  I  think  the  biggest  differ- 
ence in  the  corporate  banker  today  — 
if  he's  successful  —  is  he's  a  much 
more  aggressive  individual.  He's  out 
there  banging  on  doors. 

Q:  Why  did  you  choose  a  career 

in  banking? 

A:  I  was  23  years  old  and  my  first 
employer  — a  bank  — sent  me  to  Hong 
Kong.  I  really  didn't  have  any  desire 
to  stay  in  banking  at  the  time,  but 
I  liked  it  so  much  that  I  didn't  come 
home  for  four  years.  After  that  long 
I  was  hooked  on  banking,  especially 
the  international  side. 

Q:  How  many  languages  do  you 

speak? 

A:  I  speak  Indonesian  and  Malay- 
sian and  some  back-room  Cantonese 
...not  very  helpful  business-wise, 
but  in  certain  circles. . . 

Q:  What  was  your  under- 
graduate major  at  Stanford? 
A:  I  was  an  economics  major.  I'm 
afraid  it  gave  me  absolutely  no 
preparation  for  banking.  What  I've 
learned,  I've  learned  coming  up 
through  the  ranks.  Don't  get  me 
wrong.  A  good  education  is  essential. 
And  I  think  the  education  system 
there  has  changed  a  lot.  The  serious- 
ness of  the  job  market  today  is  so 
much  more  than  it  was  20  years  ago. 
I  got  my  graduate  degree  in  interna- 
tional business  from  Thunderbird. 
That  was  very  important. 

Q:  Are  you  into  many  leisure 
time  activities,  such  as  sports? 
A:  Yes,  I  am  very  sports  minded. 
I'm  sure  that  if  I  ever  sold  my  season 
tickets  to  the  Stanford  games,  the 
Warriors  and  the  49'ers,  my  savings 
account  would  double.  And  my  wife 
would  be  a  lot  happier. 


Q:  Are  you  a  participant  as  well 
as  a  spectator? 

A:  I'm  an  active  scuba  diver.  I  play 
a  lot  of  paddle  tennis.  I  run  up  to  six 
miles  a  day . . .  although  I  may  not 
look  like  it. 

Q:  Where's  the  best  scuba  diving 

in  the  world? 

A:  In  my  opinion,  the  best  scuba 
diving  is  in  the  Fiji  Islands  and  the 
Southern  Philippines.  Unfortunately, 
I  can't  think  of  any  banking  boon- 
doggles to  get  to  these  parts  of  the 
world  any  more. 


". .  the  best  scuba  diving  is  in 
the  Fiji  Islands  and  the  Southern 
Philippines." 

Q:  Looking  to  the  future,  after 
you've  achieved  your  goals  in 
banking  — what  after  that? 

A:  I  would  be  very  interested  in 
some  foreign  service  or  some  consult- 
ing position  in  developing  countries. 
It's  something  I  think  is  needed 
around  the  world  and  seems  intrigu- 
ing and  interesting. 

Q:  What  about  a  non-working 

retirement? 

A:  I  would  develop  my  little  island 
in  Tahiti  and  do  tropical  fanning 
and  go  fishing  every  day.  I  could  be  a 
professional  beach  bum— a  good 
banking  stereotype. 


CROCKER 
BRflH 

Changing  corporate  banking. 
From  California. 


Marathon  Man  Sprints 


Since  President  Hoopman  took  over,  Marathon  Oil's  debt  load 
has  increased  four  times,  to  over  $1  billion.  But  that's  good  news. 


In  the  short  space  of  two  years, 
$4-billion-revenues  Marathon  Oil  Co. 
has  transformed  itself.  Under  exuber- 
ant President  Harold  D.  Hoopman, 
who  started  working  for  Marathon  in 
1946  as  a  pipeline  engineer  in  his 
home  state  of  Wyoming,  the  company 
has  piled  on  over  $800  million  in  debt 
—79%  of  equity— to  expand  in  the  oil 
business  at  a  time  when  many  com- 
petitors are  hedging  their  bets  with 
coal,  real  estate,  metal  mining  and 
even  retailing. 

Ranking  somewhere  in  the  second 
ten— it  varies  from  year  to  year— in  rev- 
enues among  U.S.  oil  companies  for 
the  past  20  years,  Marathon  never 
grew  big  enough  to  lose  its  small-town 
image  or  its  small-town  headquarters 
in  Findlay,  Ohio.  "We  are  really  a  do- 
mestic company,"  says  its  founder's 
grandson,  former  Chairman  James  C. 
Donnell  II,  who  retired  in  mid- 1975. 
Especially  after  the  company's  one 
big  overseas  find,  in  Libya,  turned 
increasingly  troublesome  under  the  re- 
gime of  the  unpredictable  Colonel 
Qadaffi,  Marathon  had  seemed  to  pull 
in  its  horns. 

In  fact,  says  Hoopman,  "We  ex- 
plored a  lot  overseas.  We  just  weren't 
as  successful  as  in  the  U.S.  We  weren't 
dead  in  the  water,  but  we  seldom 
spent  as  much  as  our  cash  flow.  So  I 
came  into  a  beautiful  situation:  Our 
credit  was  horrendously  fine." 

Now  he  has  drawn  down  some  of 
that  credit  to  buy  success  overseas,  in 
the  form  of  Pan  Ocean  Oil  (Forbes, 
May  1,  1976).  Pan  Ocean,  which  cost 
$321  million,  "was  so  successful  in  ex- 
ploration that  it  ran  out  of  money  for 
development,"  says  Hoopman,  a 
hearty,  balding  man  of  56.  Pan 
Ocean's  biggest  potential  asset  is  a 
one-third  interest  (which  Marathon 
has  upped  to  about  40%  in  deals  with 
other  holders)  in  three  blocks  of  the 
Brae  Field,  a  huge,  half-billion-barrel 
field  on  the  British  side  of  the  North 
Sea.  It  also  has  producing  properties 
in  Canada  and  Nigeria  and  commer- 
cial finds  in  Abu  Dhabi. 

Still,  the  acquisition  was  a  bit  of  a 
pig  in  a  poke— and  remains  so  yet.  "We 
knew  exactly  what  we  were  buying— 


Diversifying  From  Oil?  Says  Mara- 
thon's Hoopman,  that's  like  a  grocer 
who  doesn't  "restock  the  shelves." 


the  assets  of  Pan  Ocean  Oil,"  Hoop- 
man says  with  a  grin.  "But  it  will  take 
us  at  least  $100  million  to  find  out 
what  we  have."  So  far,  the  first  four 
wells  Marathon  has  drilled  in  the 
Brae  Field  properties  have  not  found 
commercial  deposits. 

Hoopman  claims  that's  because 
Marathon  overoptimistically  placed  its 
wells  too  far  out.  "We've  accepted 
that  we  won't  put  the  Arabs  out  of 
business,  but  there  are  plenty  of  places 
there  left  to  look.  You  have  to  put 
up  lots  of  cash  if  you  want  any  chance 
of  success,  and  you  have  to  be  will- 
ing to  drill  a  dry  hole  now  and  then. 
But  it's  an  old  truth  in  the  oil  busi- 
ness that  oil  must  actually  be  found; 
never  mind  how  high  the  probability 
that  it's  there. 

A  shining  example  of  how  even  an 
old  property  can  demand  the  most 
careful  management  is  to  be  seen  in 
the  West  Texas  Yates  field,  which  still 
provides  a  significant  portion  of  Mar- 
athon's profits.  The  Yates  field  is  esti- 
mated to  contain  still  over  1  billion 


barrels  of  recoverable  reserves,  even 
though  it  has  been  producing  oil  since 
its  discovery  by  Marathon  and  Trans- 
continental Oil  back  in  1926.  Like 
Pan  Ocean,  Transcontinental  couldn  t 
finance  the  development  of  its  share 
(then  50%  of  the  leases),  and  so  it 
sold  out  to  Marathon. 

Until  recently,  Marathon  had 
claimed  about  53%  of  Yates'  produc- 
tion, while  some  120-odd  other  pro- 
ducers together  also  claimed  over  50^ 
—by  their  own  reckoning.  Each  pro- 
ducer milked  the  field  on  his  own, 
disregarding  overall  productivity. 
"What  finally  broke  the  dam  was  that 
some  people  retired  who  had  been 
emotionally  involved,"  drawls  Hoop- 
man delicately. 

That  includes  Donnell,  who  round- 
ly opposed  any  compromise  on  per- 
centages in  a  1971  speech  (though 
his  opposition  softened  somewhat  by 
the  time  Hoopman  took  over).  But 
last  year  the  199  operators  plus  some 
962  royalty  owners  ("plus  their  law- 
yers and  their  mothers,"  adds  Hoop- 
man) finally  got  together  and  agreed 
on  a  plan  of  unitization,  whereby  each 
interest  gets  a  set  percentage  of  total 
production,  rather  than  the  output  of 
a  particular  well. 

Marathon,  for  example,  settled  for 
49.4%  of  Yates'  total  output.  Result: 
Daily  flow  from  the  field  is  now 
100,000  barrels  a  day,  ts.  50,000  pre- 
viously, and  the  more  efficient  produc- 
tion methods  have  added  an  estimat- 
ed 200  million  barrels  to  the  field's 
reserves. 

Hoopman's  other  big  deal  since  tak- 
ing over-$400  million  for  the  200,000- 
barrel-a-day  ECOL  Ltd.  refinery  35 
miles  upstream  from  New  Orleans,  La. 
—is  more  in  the  old  Marathon  tradi- 
tion; and  being  less  risky,  it  is  cor- 
respondingly limited  in  potential.  Here 
was  a  ready-to-run  refinery,  complete 
with  a  $38-million  investment  tax 
credit,  that  would  expand  Marathon's 
domestic  capacity  by  63%  at  a  time 
when  Marathon  had  been  so  short 
of  capacity  it  was  buying  refined  prod- 
ucts from  others  to  satisfy  the  de- 
mands of  its  own  dealers  and  whole- 
salers. Like  Pan  Ocean,  the  refiner) 
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To  every  businessman  who  ever  said: 
1  wish  Swissair  flew  there." 
Swissair  flies  there. 


Swissair  can  give 
you  a  choice  of  73 
different  flights  a  week 
from  Zurich  and  Geneva 
to  the  Middle  East.  To  all 
the  business  capitals  that 
your  business  takes  you  to. 

You  get  Swissair's 
special  kind  of  service 
to  Abu  Dhabi,  Athens, 
Baghdad,  Beirut,  Cairo,  Damascus,  Dhahran,  Dubai,  Istanbul,  Kuwait,  Teheran 
and  Tel  Aviv.  The  kind  of  careful,  personal  service  and  attention  that  leaves  you 
in  the  best  possible  shape  for  doing  business  in  the  Middle  East. 

You'll  know  that  all  the  things  you  arranged  with  Swissair,  and  had 
confirmed  before  you  left  home,  will  be  waiting  for  you.  Whether  if  s  a 
translator,  secretary,  limousine,  or  conference  room. 

You'll  have  the  expertise  and  services  of  Swissair's  local  offices  to  call 
upon.  To  help  take  care  of  your  business,  or  cargo  needs.  To  arrange  for 
changes  in  your  schedules.  Or  to  make  reservations  for  you  to  any  of  the  90 
cities  in  63  countries  Swissair  serves  world  wide  from  Zurich  and  Geneva. 

Swissair  will  also  make  available  to  you  a  copy  of  our  pocket  size  guide 
to  the  Middle  East  countries.  So  you'll  have  some  handy  answers  to  your 
questions  right  in  your  coat  pocket  before  you  even  get  there. 

The  next  time  you  have  to  go  to  the  Middle  East  on  business,  see  your 
Travel  Agent,  corporate  travel  consultant  or  one  of  the  22  local  Swissair  offices 
in  the  U.S.  and  Canada  for  reservations  and  information. 

You'll  discover  that  in  the  Middle  East,  as  in  most  of  the  world,  Swissair  is 
doing  business  where  you're  doing  business. 


SWISSAIR-)- 

We  take  on  the  world's  most  demanding  business  travellers 


The  Meeting-place  for  Meeting  Success 

Mountain  serenity  in  a  private  club  atmosphere  enhances  con- 
centration. Excellent,  fully  equipped  meeting  rooms  for  groups 
of  10  to  250.  Delicious  meals.  Superb  facilities  for  relaxation 
and  recreation.  All  seasonal  sports.  Only  100  miles  from  New 
York  and  Philadelphia.  Write  for  Conference  Booklet. 

SKYTOP  LODGE,  Box  40,  SKYTOP,  PA.  18357 


A  Great 
Direction 
for  your 
Investment 
Dollars. 

Write  for  Annual  Report 
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MICHIGAN 


1971      1972      1973      1974      1975  1976 
SALES  in  millions  of  dollars. 
■  NET  INCOME  in  millions  of  dollars. 
w         -  iw,  (All  figures  from  existing  operations.) 

i  *Reduced  by  $1.9  million  due  to  change  to  LIFO. 

|fet**aJ  Michigan  General  Corporation 

GENERAL  8333  Douglas  Ave.,  1 1th  Floor,  Dallas,  Texas  75225 


will  require  the  spending  of  about 
$160  million  dollars  to  auu  refinery 
units  and  storage  tanks  omitted  by  the 
cash-short  previous  owners. 

These  new  commitments,  which 
will  contribute  to  the  company's  $400 
million  in  capital  spending  this  year, 
do  not  faze  Hoopman  one  bit.  Cash 
flow  last  year  was  $354  million,  in- 
cluding a  record  $196  million  in  net 
income  (19%  on  equity),  and  this 
year's  results  should  certainly  be  even 
better,  given  increased  prices  and  ex- 
panding production. 

"We're  not  broke  by  a  long  shot," 
Hoopman  says.  "We  still  have  $315 
million  in  unused  credit  commitments, 
and  we  have  assets  available  we 
haven't  even  looked  at." 

In  this,  too,  Marathon  is  much  clos- 
er to  a  small  independent  than  to  the 
larger  oil  companies  that  have  been 
gradually  depleting  their  U.S.  reserves. 
At  current  production  rates,  Marathon 
has  a  13-year  supply  of  oil  and  gas 
liquids  (vs.  11  for  the  industry,  in- 
cluding the  North  Slope)  and  a  15.6- 
year  supply  of  natural  gas  (vs.  11 
for  the  industry,  again  including  the 
North  Slope).  Lenders  are  happy  to 


"...'We  have  $31 5  million 
in  unused  credit  commit- 
ments, and  assets  we 
haven't  even  looked  at' . . .' 


extend  credit  on  assets  like  these. 
Perhaps  Marathon  should  have  ex- 
ploited them  long  ago.  But  on  the  oth- 
er hand,  the  company  did  nicely 
enough  leaving  them  in  the  ground, 
and  they  continue  to  grow  in  value 
each  year. 

It's  relatively  easy  to  decide  to 
make  the  most  of  the  assets  one  has 
and  to  bring  refining  capacity  into  bet- 
ter balance  with  marketing.  The  tough- 
er decision  is  whether  to  expand  in 
oil;  and  there  Hoopman  never 
flinched:  "If  you're  a  grocery,  you 
have  to  restock  the  shelves.  You  don't 
just  liquidate  to  go  into  some  other 
business."  But  he's  worried  that  the 
world  isn't  set  up  to  encourage  such 
thinking.  "You  can  talk  about  Libya," 
he  says,  "but  we  have  a  dangerous 
situation  anywhere  in  the  world.  The 
U.S.  doesn't  take  half  our  barrels,  but 
they  only  let  us  charge  half  what 
they're  worth.  Uncle  Sam  plays  with 
us  every  month." 

Hoopman  means  for  Marathon  to 
keep  on  taking  risks  just  like  the  small, 
feisty  companies  it  acquires.  The  im- 
portant difference  is  that  Marathon  is 
big  enough  and  rich  enough  to  con- 
trol its  own  future.  ■ 
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The  new  oneway 
traffic  to  Europe's 
most  profitable 
manufacturing 

location. 


Almost  overnight  the  Republic  of  Ireland  has 
become  Europe's  fastest  growing  industrial  loca- 
tion. 600-plus  companies  from  abroad  have  elected 
to  set  up  plants  here.  U.S.  manufacturers  have  led 
the  way.  Since  1973  the  U.S.  share  of  total  overseas 
investment  in  Ireland  has  grown  from  39  %  to'53  %. 
And  in  1975  alone  U.S.  investment  in  Irish  industry 
expanded  by  35  % . 

The  reason  is  easy  to  find.  To  its  natural  advant- 
ages of  space,  power,  water  and  labor  availability 
the  Republic  has  added  Europe's  most  generous 
package  of  industrial  incentives.  Eligible  incoming 
industries  avail  of  non-repayable  grants  towards 
sites,  grants  towards  factories,  machinery  ;  free 
worker  training  ;  no  tax  on  export  profits  until  1990. 

As  a  result  the  Republic  has  become  Europe's 
most  profitable  manufacturing  location.  A  U.S. 
Department  of  Commerce  survey  dated  August 
1976  shows  that  in  1975  U.S.  affiliates  in  Ireland 
earned  a  return  on  investment  almost  three  times 
the  European  average. 


When  you  are  considering  an  expansion  in  the 
Common  Market,  consult  the  Irish  Government's 
one-stop  development  service  —  The  Industrial 
Development  Authority.  It  will  give  you  a  prompt, 
detailed  assessment  of  your  company's  eligibility 
and  the  degree  of  financial  support  your  project 
will  obtain  in  the  Republic. 

THE  REPUBLIC  OF  IRELAND  -  YOUR  PLACE 
IN  THE  COMMON  MARKET. 

Contact  Industrial  Development  Authority-Ireland 
at:  200  Park  Avenue,  NEW  YORK,  NY  10017/(212) 
972-1000;  1  East  Wacker  Drive,  CHICAGO,  IL 
60601/(312)  644-7476;  Suite  2065,  1100  Milam 
Building,  HOUSTON,  TX  77002/(713)  658-0055;  515 
South  Flower  Street,  LOS  ANGELES,  CA  90071/ 
(213)  624-1024.  Overseas  offices  also  in  Toronto, 
Tokyo,  Sydney,  Brussels,  Paris,  London,  Cologne, 
Stuttgart,  Copenhagen,  Amsterdam  and  Milan. 

This  announcement  is  published  by  IDA  Ireland,  200  Park  Avenue.  New  York  10017.  which  is 
registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government 
of  Ireland  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents 
by  the  United  States  Government 
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The  $3 -Billion  Cram-Down? 

Newly  popular  Chapter  12  bankruptcies  are  eroding  the  foundations 
of  mortgage  lending.  Whoever  may  have  been  the  originally  intended 
beneficiaries,  today  it's  sharp  money  managers  and  their  lawyers. 


By  Lawrence  Minard 

American  mortgage  lenders  are 
having  this  recurring  nightmare: 

A  real  estate  tax  shelter  defaults 
on  its  multimillion-dollar  mortgage 
loan.  The  loan  is  secured  by  the  shel- 
ter's real  estate  property,  so  the  lend- 
er starts  to  foreclose.  "Not  so  fast," 
hisses  the  bankrupt  shelter's  $100- 
an-hour  bankruptcy  lawyer.  "My  cli- 
ent has  just  filed  Chapter  12." 

With  that,  the  lender's  hold  on 
his  security— the  property— vanishes, 
because  by  law,  a  Chapter  12  bank- 
rupt cannot  immediately  be  foreclosed. 
Thereafter,  the  "secured"  lender  can 
be  forced  to  relinquish  his  claims 
against  the  debtor  for  a  fraction  of 
the  amount  owed  him. 

Just  a  bad  dream?  Hardly.  In  1973 
Pinegate  Associates,  Ltd.,  a  limited 
partnership  real  estate  tax  shelter,  bor- 
rowed $1.4  million  from  USLife  Life 
Insurance  Co.  of  Texas  to  purchase  a 
garden  apartment  complex  outside 
then  booming  Atlanta.  USLife  secured 
its  loan  with  the  apartments.  But  from 
the  time  the  shelter  filed  Chapter  12 
in  December  1975,  USLife  has  been 
unable  to  foreclose  on  the  building. 
Instead,  late  last  February  a  federal 
bankruptcy  judge  ordered  USLife  to 
hand  the  apartment  over  to  the  shel- 
ter for  $1,032,000-63  cents  per  dol- 
lar of  the  shelter's  obligation. 

Across  the  country,  Chapter  12 
bankruptcies  are  spreading  like  a 
brush  fire.  Of  some  2,400  Chapter  12s 
filed  since  1938,  when  it  became  law, 
over  one-half  have  been  filed  since 
1970.  From  1975  to  1976,  Chapter 
10  and  Chapter  11  filings  fell  35% 
and  13%,  respectively,  as  the  reces- 
sion faded,  but  Chapter  12  filings  al- 
most doubled  over  the  same  peri- 
od, to  578. 

The  Beverly  Hills  law  firm  of  Ber- 
ger,  Berger,  Kahn  &  Shafton  esti- 
mates that  well  over  $3  billion  in  mort- 
gage loans  are  now  directly  affected 
by  Chapter  12  proceedings.  This  is 
$3  billion  in  secured  credit  that  now 
seems  a  good  deal  less  secure  than 


the  lenders  would  like  to  believe. 

"I've  spoken  to  many  of  the  ma- 
jor mortgage  lenders  across  the  coun- 
try," says  Robert  K.  Lifton,  who 
teaches  real  estate  finance  at  the  Co- 
lumbia and  Yale  law  schools.  "Many 
of  them  are  so  disturbed  [by  Chap- 
ter 12]  that  they  are  seriously  talk- 
ing about  limiting  substantially  their 
real  estate  investments." 

Why  all  the  fuss? 

Chapter  12  dates  back  to  Depres- 
sion days.  Under  its  protection,  in- 
dividuals and  unincorporated  partner- 
ships can  automatically  delay— and 
even  avoid  entirely— foreclosures  and 
win  time  to  put  their  financial  houses 
back  in  order. 

The  curious  thing  is  that  Chapter 
12's  new  popularity  is  not  coming 
from  indigent  individuals  but  almost 
entirely  from  sophisticated  real  estate 
tax  shelters.  Here's  why: 

U.S.  tax  law  allows  real  estate  in- 


vestors to  deduct  a  project's  "accel- 
erated depreciation"  from  their  gross 
incomes.  In  practice,  this  means  the 
investors  can  deduct  two  or  three 
times  their  upfront,  hard-cash  invest- 
ments during  a  real  estate  project's 
early  years.  (Real  estate  shelters  were 
hardly  touched  by  last  year's  tax  re- 
form act.)  Thus,  a  $10,000  invest- 
ment can  easily  save  a  50%-bracket 
individual  $15,000  in  taxes. 

But  there's  a  catch:  If  the  investors 
lose  control  of  their  investment  prop- 
erty through  foreclosure,  the  Internal 
Revenue  Service  considers  most  of 
their  deductions  to  be  taxable  in- 
come, on  which  taxes  are  payable  in 
full  the  year  of  the  foreclosure.  In 
other  words,  an  untimely  foreclosure 
can  turn  a  welcome  tax  deduction  in- 
to a  most  unwelcome  tax  bill. 

This  is  where  Chapter  12  comes  in. 
Merely  by  filling  out  and  filing  a 
Chapter   12  petition    (cost:    $50  in 


Close  Call:  Partners  in  Atlanta's  Colony  Square  development  were 
nearly  socked  with  a  huge  tax  bill.  Chapter  12  came  to  their  rescue. 
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Finally,  the  first  new 
concept  in  business  jets 
in  twenty  years.  1 

The  Canadair  Challenger . 
We  hereby  challenge  any 
business  jet  to  match  it. 


The  Canadair  Challenger  is  the  class 
business  jet  that's  in  a  class  by  itself. 

Respectfully  dismissing  twenty- 
year- old  technology,  it's  being  built  from 
scratch. 

In  fact,  the  engineering  of  this  air- 
craft is  so  brilliantly  eclectic  that  it  lets 
us  hurl  forth  the  Canadair  Challenger 
Challenge. 

We  challenge  any  business  jet 
to  fly  as  fast.* 

We  challenge  them  to  offer  as 
much  range  * 

We  challenge  them  to  fly  as 
efficiently. 

We  challenge  them  to  match 
our  wide-body  comfort. 

And  now  we'd  like  to  tell  you  just  how 
we've  engineered  the  best  business  jet 
yet. 

We  bring  you  a  new  wing. 

Our  newly  designed  wing  is  why  the 
Challenger  will  outperform  all  the  rest. 
This  advanced  configuration  delays 
shock  waves.  So  drag,  which  is  such  a 
drag,  doesn't  drag  as  much.  And  lift  is 
lifted.  What's  more,  the  wing  weighs 
less.  The  result: 

The  Challenger  can  fly  from 
N.Y.  to  L.A.  in  5  hours  and  11  min- 
utes. Faster  than  a  747! 

Guaranteed  speed  and  range. 


Room  to  move  while  you're  moving. 

Stretch  your  legs  and  stoop  no  more 
—  the  Challenger  is  the  first  wide-body 
business  jet.  Almost  a  full  foot  wider 
than  all  the  rest.  With  six  feet  of  head- 
room and  a  flat  floor. 
The  Lycoming  ALF.  It's  the  best 
engine  going. 

The  Challenger's  engine  is  the 
Lycoming  ALF  502  Turbofan  with  a  5 
to  1  high  bypass  ratio.  (These  fans 
make  the  Challenger  efficient. )  On  a 
1, 000  nautical- mile  trip  it  will  burn 
54%  less  fuel  than  the  JetStar  I  and 
20%  less  than  the  Falcon  50. 
After  you  take  off,  we  don't  take  off. 

Our  service  and  support  is  as  disci- 
plined as  our  engineering.  There'll  be 


Company 
Owned  and 
Operated  Service 
Centers.  There'll  be  other  Authorized 
Service  Stations.  And  a  year  of  com- 
puterized maintenance  comes  free. 

But  let  us  not  forget  the  company 
that's  behind  all  this.  Canadair.  Canadair 
has  built  over  3, 800  aircraft,  580  of 
them  supersonic. 

For  more  information  on  the  Chal- 
lenger, formerly  known  by  the  drawing 
board  name  LearStar,  write  to  Jim 
Taylor  at  Canadair  Inc.,  RO.  Box  6087, 
Montreal,  Canada  H3C3G9.  Or  call  him 
at  (514)  744-1511. 

We've  already  sold  over  a  quarter 
billion  dollars  worth  of  Challengers,  to 
some  of  the  world's  smartest  corpora- 
tions. 

So  even  though  we  say  we're  good, 
their  firm  commitments  really  cham- 
pion the  virtues  of  the  Challenger. 


We  challenge  any  business  jet 
to  match  it 
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court  stamps,  plus  a  savvy  lawyer), 
the  tax  shelter  automatically  delays 
foreclosure  and  shifts  the  burden  to 
the  creditors.  If  the  creditor  wants  to 
foreclose,  he  must  get  the  court's  per- 
mission. If  a  creditor  wants  a  court- 
appointed  trustee,  he  must  convince 
the  court  a  trustee  is  needed. 

"From  the  creditor's  point  of  view, 
Chapter  12  is  a  real  hardship  be- 
cause it  ultimately  deprives  him  of 
what    he    bargained    for— scheduled 


payments  or  the  right  to  obtain  title 
to  the  property,"  says  Lewis  Kruger, 
nationally  known  bankruptcy  lawyer 
with  New  York  City's  Krause,  Hirsch 
&  Gross,  and  professor  at  Columbia 
Law  School.  "From  the  debtor's  stand- 
point, it  relieves  his  immediate  finan- 
cial pressures." 

To  see  how  Chapter  12  can  work, 
take  Atlanta's  $100-million  Colony 
Square  development,  the  largest 
Chapter  12  case  in  history. 

In  1972  Colony  Square  Co.,  the 
limited  partnership  behind  the  devel- 
opment, borrowed  $54  million  from 
Pnidential  Insurance  Co.  and  $15 
million  from  Chase  Manhattan  Mort- 
gage &  Realty  Trust,  the  hapless  real 
estate  investment  trust.  Almost  imme- 
diately Colony  Square  was  in  trou- 
ble from  poor  management,  soaring 
operating  expenses  and  a  generally 
overbuilt  Atlanta.  After  Colony 
Square  skipped  four  months  of  inter- 
est payments,  the  Chase  REIT  finally 
announced  it  would  foreclose. 

Suddenly  Colony  Square's  50-odd 
limited  partners  were  staring  at  a 
reported  potential  tax  bill  of  tens  of 
millions  of  dollars. 

Chapter  12  came  to  their  rescue. 
Just  days  before  foreclosing,  Colony 
Square's  lawyers  filed  Chapter  12, 
and  now  it  was  Prudential's  turn  to 
sweat.  Gone  were  the  project's 
$400,000-a-month  payments.  Worse, 
Prudential  couldn't  take  over  man- 
agement of  the  development;  it  wor- 
ried that  its  investment  would  dete- 
riorate further. 

Last  month  Prudential  finally  an- 
nounced a  compromise  settlement. 
The  company  will  lease  Colony  Square 
from  the  tax  shelter  for  five  years.  In 
effect,  the  company  will  postpone 
up  to  $46  million  in  interest  and  prin- 


cipal repayment.  But  its  loan  stays  on 
the  books  at  face  value,  and  Pruden- 
tial gets  control  of  the  property.  And, 
most  important  for  the  limited  part- 
ners, they  keep  intact  their  ongoing 
tax  shelter. 

"We  could  have  fought  the  thing 
out,"  says  Patrick  J.  Hanifin,  the  Pru- 
dential lawyer  in  charge  of  the  case. 
"But  that  could  have  taken  another 
two  or  three  years,  and  time  was  im- 
portant to  us.  We  wanted  control  of 


the  property  before  it  deteriorated 
further.  So  we  compromised." 

The  fact  is,  Prudential  may  have 
gotten  out  virtually  unscathed  com- 
pared with  what  might  have  hap- 
pened to  its  security  under  Chapter 
12's  so-called  "cram-down"  clause. 
The  clause  purports  to  do  what  its 
name  implies:  It  can  force  secured 
creditors  to  accept  a  settlement  offer 
from  debtors,  even  if  the  offer  is  for 
less  than  the  debtor  owes.  To  see  how 
this  works,  go  back  to  Atlanta's  Pine- 
gate  case,  the  first  Chapter  12  in 
which  the  cram-down  provision  has 
been  fully  attempted. 

By  last  May,  the  tax  shelter  owed 
USLife  some  $1.5  million.  Pinegate 
offered  USLife  a  deal:  whatever  val- 
ue the  court  put  on  the  debt,  or  $1.2 
million  cash  if  USLife  would  give  up 
its  claim  to  the  property.  USLife  re- 
fused. It  wanted  the  property,  not  a 


$300,000  writedown. 

The  rest  of  Pinegate's  creditors— 
virtually  all  unsecured— were  naturally 
in  favor  of  Pinegate's  plan.  Their  votes 
in  hand,  Pinegate  asked  Federal  Dis- 
trict Court  Judge  William  L.  Norton 
to  force  USLife  to  accept  the  plan- 
to  apply  a  cram-down,  that  is.  USLife 
argued  this  was  unlawful.  But  after 
five  months'  soul-searching  and  fully 
aware  of  the  seriousness  of  his  ac- 
tions, Judge  Norton  said  it  was. 
USLife's  security,  he  said,  was  the 
value  of  the  property,  not  the  prop- 
erty itself.  The  only  question,  said 


Judge  Norton,  is:  What  is  that  value? 

Late  this  past  February,  Judge  Nor- 
ton, based  on  evidence  at  the  trial, 
fixed  the  value  of  the  property  at 
$1,032,000.  As  the  case  now  stands, 
Pinegate  can  pay  this  sum  to  USLife 
and  USLife  loses  all  further  claims  on 
Pinegate's  assets.  Cost  to  USLife:  some 
$350,000  on  its  principal  and  accrued 
interest,  plus  $50,000  in  legal  fees. 

Says  Paul  S.  Berger,  of  Berger,  Ber- 
ger,  Kahn  &  Shafton,  one  of  the  law- 
yers representing  USLife:  "What 
Chapter  12  does  is  help  an  individual 
who  has  stolen  once  from  the  govern- 
ment through  the  tax  shelter  to  steal 
again  from  his  secured  creditors." 

Berger  is  a  creditors'  lawyer,  of 
course,  and  the  decision  may  be  re- 
versed on  appeal.  Nevertheless,  the 
Pinegate  decision  is  frightening  the 
country's  mortgage  lenders.  Why?  Of- 
ten enough  before,  borrowers  have 
threatened  to  seek  cram-downs,  but 
they  never  knew  if  they  really  could 
get  away  with  it.  In  effect,  Judge 
Norton's  decision  says  they  can. 

Back  to  Colony  Square:  In  Febru- 
ary, before  reaching  a  compromise, 
a  court-appointed  appraiser  valued 
Prudential's  security  property  at  $40 
million,  against  Prudential's  loan  of 
$54  million.  The  Pinegate  message 
seems  to  be  that  if  Prudential  had 
been  less  willing  to  settle,  or  had  in- 
sisted on  tougher  terms,  then  the 
debtors  would  have  been  able  to  force 
a  buy-out  of  Prudential's  claim  at  a 
steep  discount. 

For  the  time  being  the  mortgage 
lenders  are  watching.  They  are 
watching  Congress,  which  is  busily 
rewriting   the    country's  bankruptcy 


laws.  And  they  are  watching  how  oth- 
er judges  rule  on  Chapter  12  cases. 

"Up  to  now,  Chapter  12  has  just 
been  in  the  back  of  our  minds,"  says 
William.  F.  Leahy,  senior  vice  presi- 
dent in  Metropolitan  Life's  real  estate 
division.  "But  if  we  have  many  more 
cases,  and  if  Judge  Norton's  Pinegate 
decision  becomes  law,  then  we'll  have 
to  do  something." 

Unfortunately,  there  are  really  only 
two  things  the  lenders  can  do:  re- 
duce their  loans,  or  raise  their  rates. 
After  all,  if  the  risk  increases,  mustn't 
the  reward?  ■ 


. .  'For  a  creditor,  Chapter  12  is  a  hardship  because 
it  deprives  him  of  what  he  bargained  for— scheduled 
payments  or  the  right  to  obtain  title  to  the  property' . . ." 


. .  'Up  to  now,  Chapter  12  has  been  in  the  back  of  our 
minds.  But  if  we  have  many  more  cases,  and  Judge  Norton's 
decision  becomes  law,  well  have  to  do  something' . . ." 
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Taming 
The 

Cattle  Cycle 


Monfort  of  Colorado's  President 
Sam  Addoms  is  trying  to  turn 
a  volatile  commodity  into 
a  steady  business.  He's  making  d 
progress,  but  slowly. 


One  cattle  company,  vertically  inte- 
grated from  hoof  to  meat-hook  and 
beyond:  That's  $387-million-sales 
Monfort  of  Colorado. 

Located  in  Greeley,  Colo.,  where  the 
plains  yield  to  the  Rockies,  Monfort 
boasts  the  largest  feedlots  in  the  world 
(capacity  500,000  animals  a  year); 
16  million  bushels  of  hot  cereal  ra- 
tions cooked  and  consumed  a  year; 
one  of  the  12  largest  meat  processing 
operations  in  the  U.S.,  including  a 
lamb  slaughter  of  550,000  yearly;  a 
1 -million-cubic- foot  freezer  with  room 
for  5  million  pounds  of  portion  beef 
products;  and  a  network  of  18  com- 
pany-owned branch  distributors  and 
35  independents. 

Monfort  also  has  a  beautiful  theory 
on  how  to  achieve  consistent  profits  in 
the  cattle  industry.  Rising  prices  in 
the  cattle  market  create  rising  profits 
in  feedlot  operations;  but  when  cattle 
prices  decline,  margins  rise  for  proces- 
sors, who  are  buyers  in  a  buyers' 
market.  By  employing  half  the  com- 
pany's capital  in  feeding  and  half  in 
processing,  one  should  be  able  to  sta- 
bilize earnings  and  get  off  the  roller 
coaster. 

In  three  years  of  testing  the  theory, 
Monfort's  earnings  have  gone  from 
a  $2-million  loss  in  1974,  to  a  $9.4- 
million  profit  in  1975,  to  a  $3.6-mil- 
lion  loss  in  1976.  Its  second  fiscal 
quarter  results  just  out  showed  a  prof- 
it of  $139,000.  But  that  still  leaves  it 
with  a  six-month  loss  of  $482,000. 

What  went  wrong? 


"It's  a  long  way  from  theory  to 
practice,"  admits  Monfort's  President 
Samuel  D.  Addoms,  37.  As  a  vice 
president  of  Continental  Illinois,  the 
big,  square-shouldered  Addoms  used 
to  be  Monfort's  banker.  But  the  the- 
ory was  so  seductive  Addoms  left  Con- 
tinental in  1972  to  join  Monfort. 

The  Monfort  theory  grew  acciden- 
tally, much  in  the  way  the  cattle- 
feeding  industry  did.  During  the  De- 
pression farmers  like  Warren  Monfort 


What  Ken  Monfort  did  physically, 
he  asked  Addoms  to  work  out  finan- 
cially. Addoms  agreed  only  after  he 
got  Ken  to  promise  something  Conti- 
nental Illinois  couldn't  give  its  young- 
est vice  president— a  chance  to  run 
the  show  once  it  got  going. 

In  1972  Addoms,  as  Monfort's  fi- 
nance vice  president,  negotiated  the 
company's  first  long-term  loan  of  $15 
million.  That,  coupled  with  $7  million 
in  short-term  lending,  allowed  Mon- 


". . .  Four  of  five  division  heads  were  replaced,  250 
employees  have  been  cut  from  the  payroll,  and  150 
items  have  been  pruned  from  Monfort's  product  line  . 


began  buying  cattle  to  eat  up  their 
leftover  grain.  They  sold  their  fat  cat- 
tle long  after  the  range-fed  cattle  had 
been  marketed  in  the  fall  and  got 
better  prices.  They  also  discovered  (as 
did  the  supermarkets)  that  consumers 
preferred  grain-fed  beef.  Monfort  did 
so  well  that  by  1960  he  had  100,000 
head  in  pens  right  next  to  his  house. 

When  Ken  Monfort— Warren's  son 
—became  president  in  1960,  he  tried 
to  convince  the  large  meat  processors 
to  build  a  plant  nearby.  All  refused. 
So  the  rangy,  outspoken  young  Mon- 
fort built  his  own.  Gradually  he  add- 
ed the  rest  of  the  vertical  operation, 
so  that  now  when  83-year-old  War- 
ren opens  up  his  windows  he  hears 
Monfort's  truck  fleet. 


fort  to  expand  its  slaughtering  capac- 
ity by  557c,  modernize  and  relocate 
its  feeding  operations,  double  the  size 
of  its  portion  food  plant  (which  cuts 
and  customizes  meat  for  airlines  and 
hotels)  and  put  in  a  ground  beef 
operation. 

In  1974,  with  the  expansion  still 
going  on,  the  cattle-feeding  industry 
got  caught  between  a  freeze  on  cattle 
prices  and  soaring  grain  prices.  The 
industry  lost  an  estimated  $3  billion. 
Monfort  survived  because  its  portion 
and  processing  division  gains  cut  into 
cattie-feeding  losses. 

By  1975  the  rapid  reduction  of  cat- 
tle-feeding competition  ( Monfort's 
biggest  rival,  Stratford  of  Texas,  quit 
the  business)    worked   to  Monfort's 
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Every  time  the  phone  rings, 
Rexall  rings  up  $350. 


That's  the  average  order  called  in  by  Rexall  customers  to  the  company's  Rex-Call 
direct  sales  department.  And  an  average  of  over  $100  worth  of  products  is  sold  with  each  outgoing  call. 

Just  one  manager  and  eight  specially-trained  telephone  salespeople  handle  a  third  of 
Rexall's  sales  volume— selling  hundreds  of  different  products,  from  vitamins  to  toiletries,  across  the 
country  without  ever  leaving  their  manufacturing  headquarters  in  St.  Louis. 

It's  the  most  profitable  way  to  handle  all  sales  for  25  percent  of  the  company's  customers; 
and  the  program  gives  everyone  the  capability  of  calling  in  orders  24  hours  a  day  and  getting 
their  shipment  on  the  road  immediately.  (The  telephone  gives  quick  feedback  on  the  acceptance  of 
new  products  and  market  trends,  as  well.) 

Bell  System  Account  Executive  Bob  Parker  worked  closely  with  Rex-Call's  Direct  Sales 
Manager,  Conrad  Schuessel,  to  improve  the  efficiency  of  the  program,  bringing  down  the  cost  of  each 
call  from  $1.50  to  under  $1.  He  also  introduced  Bell's  sales  training  programs  and  installed  their 
24-hour  answering  service. 

Since  Bob  began  calling  on  Rexall,  the  cost  efficiency  of  the  system  has  doubled. 

You  can  get  the  same  land  of  help  for  your  company  also.  Whether  you  need  a  telecom- 
munications system  custom-designed  to  your 
particular  business  problems,  or  you'd  just  like  to 
know  more  about  our  effective  programs  for 
selling  existing  customers,  we'll  be  glad  to  talk 
to  you.  Just  call  a  Bell  Account  Representative 
at  the  toll-free  number  below,  or  send 
in  the  coupon. 

The  system 
is  the  solution. 


Bell  System 


800-821-2121 


Toll-free  except  in  Alaska  or  Hawaii.  (800-892-2121  in  Missouri.) 
Or  mail  this  coupon. 


Beil  System  Sales  Center 

811  Main  Street 

Kansas  City,  Missouri  64141 

Name  

Title  


Yes,  I'm  interested  in  more 
information  about  Selling 
Existing  Customers. 


Company. 

Street  

City  

State  


Area  Code. 


.Zip  Code. 


.Business  Phone  No. 


F-8 


gain.  Ken  Monfort  reported  that  cat- 
tle feeding  and  processing  contributed 
almost  equally  to  Monfort's  record 
profits.  On  Jan.  1,  1976,  he  handed 
the  presidency  over  to  Addoms,  and 
took  over  procurement  of  feed,  grain 
and  cattle. 

Cattle  prices  fell  in  1976  as  the  liq- 
uidation phase  of  the  cattle  cycle 
(see  box)  went  on.  Addoms  also 
found  the  processing  operations  were 
full  of  kinks,  and  had  to  launch  a  ma- 
jor reorganization:  Four  of  five  divi- 
sion heads  were  replaced,  250  em- 
ployees so  far  have  been  cut  from  the 
payroll,   and   150   items  have  been 


pruned  from  Monfort's  entire  ungrad- 
ed beef  product  line.  Monfort  now 
produces  only  two  beef  grades, 
USDA  "choice"  and  what  it  calls 
Monfort  Gold,  which  is  less  marbled. 

In  marketing,  new  salesmen  now 
concentrate  on  the  higher-margin  HRI 
(hotel,  restaurant  and  institution) 
trade  to  promote  Monfort's  chief  as- 
set, consistency.  Monfort  will  guaran- 
tee prices  to  restaurant  owners  for  up 
to  a  year  by  figuring  exact  costs  of 
cattle  now  on  feed  (they  feed  for  four 
months)  and  hedging  some  of  its  costs 
on  the  futures  market. 

Addoms  says  the  full  effects  of  his 


reorganization  won't  be  apparent  un- 
til the  fiscal  year's  end  in  August 
1978,  and  until  then  the  bulk  of  Mon- 
fort's gains  will  probably  come  from 
cattle  feeding,  not  processing.  There 
are  some  bumps  ahead.  A&P,  its  larg- 
est steady  customer,  will  probably 
buy  only  10%  of  Monfort's  output  this 
year,  vs.  15%  last  year.  Monfort  gets 
almost  10%  of  its  sales  from  lamb,  and 
consumption  of  lamb  has  been  drop- 
ping steadily. 

"We'll  make  it,"  says  Addoms. 
"That  is,  if  people  don't  stop  eating 
beef  altogether,"  adds  Ken,  whose 
family  owns  71%  of  the  company.  ■ 


How  The  Cattle  Cycle  Rolls 

Beef  was  plentiful  and  relatively  cheap  last  year, 
and  the  average  American  ate  a  record  129  pounds 
of  it.  The  supply  was  good  because  of  the  liquida- 
tion of  cattle  herds,  as  the  cattle  cycle  reached  its 
final  stage.  But  don't  count  on  steak  too  much  longer. 

U.S.  Department  of  Agriculture  economist  Dr. 
Richard  Crom  says  cattle  cycles  have  been  occurring 
at  ten-year  intervals  for  the  last  four  decades.  A 
typical  cattle  cycle  works  like  this: 

When  cattle  prices  are  high,  farmers  increase  their 
herds  by  keeping  more  heifers  (females)  for  breed- 
ing. By  the  time  a  heifer  is  27  months  old,  it  pro- 
duces a  calf.  These  calves  come  to  slaughter  about 
18  months  later.  This  expansion  phase  lasts  three 
more  years— until  the  quantity  of  beef  produced  can 
only  be  moved  at  lower  prices.  Farmers  are  breeding 
and  raising  animals  at  a  loss.  They  begin  to  liquidate 


their  herds— sell  off  the  mother  cows  as  well  as  the 
heifers.  This  drives  prices  down  further.  When  the 
total  herd  is  reduced  sufficiently  to  create  high 
prices  again,  those  farmers  not  out  of  business  begin 
rebuilding  their  herds. 

The  difference  between  this  and  previous  cattle 
cycles  is  that  this  time  the  grain  prices,  which  had 
long  been  relatively  stable  because  of  price  supports, 
rose  so  high  as  to  speed  up  the  herd  reduction. 

The  USDA  estimates  that  there  are  now  about 
122.9  million  live  cattle,  down  7%  from  1975,  the 
sharpest  percentage  decline  since  1948.  Drought  and 
freezing  conditions  in  the  West  will  soon  decide  the 
pace  of  this  year's  liquidation,  but  Crom  estimates 
that  herd  reduction  should  be  completed  by  the  end 
of  this  year.  Short  supplies  will  then  create  higher 
beef  prices  at  the  consumer  level  in  1978. 
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Unhampered  by  seasonal  changes,  tools  of  the  trade  for  offshore  exploration  are  rushed  to  completion  in  a  South  Texas  outdoor  facility 


2TEXAS 

TREATS  YOU  BETTER 

TEXAS  Advertisement  1 


Favorable 
Business 
Climate 
is  a  Texas 
Tradition 

-  Governor  Dolph  Briscoe 

Late  in  1976,  one  of  the  nation's  most 
respected  facilities  location  consultants 
released  a  report  rating  Texas  first  overall 
in  business  climate  among  the  50  states. 
While  the  ranking  came  as  little  surprise 
to  many  of  the  country's  top  business 
executives  with  Texas  locations,  and  cer- 
tainly not  to  our  own  governmental  and 
business  leaders,  recognition  of  Texas' 
attributes  from  outside  sources  is  always 
most  gratifying. 

Although  we  continually  seek  to  de- 
velop legislation  and  promote  programs 
beneficial  to  business,  many  of  the  fac- 
tors which  help  make  the  state  attractive 
to  industry  today  are  rooted  in  the  mid- 
1850  s. 

As  a  condition  of  statehood  at  that 
time,  Texas  gave  up  its  claim  to  portions 
of  five  present  states  for  S10  million  in 
cash  and  the  right  to  retain  ownership  of 
some  200  million  acres  of  public  lands.  It 
put  the  multi-million  dollar  windfall  to 
good  use  by  paying  off  its  indebtedness 
and  setting  aside  $2  million  in  a  per- 
manent endowment  fund  for  public 
education. 

The  public  debt,  however,  climbed 
again  through  a  civil  war  and  reconstruc- 
tion until  a  prudent  governor  spurned  a 
bond  issue  passed  by  the  legislature  and 
adopted  a  pay-as-you-go  policy  to  bal- 
ance the  budget.  This  policy  not  only 
became  a  Texas  tradition,  but  a  law  by 
constitutional  amendment  in  the  1940  s. 
It  is  a  major  reason  why  the  state  enjoys 
one  of  the  nation's  lowest  per  capita  tax 
burdens  today. 

The  S2  million  placed  in  the  per- 
manent school  fund  aided  by  income 
from  public  lands  has  also  been  a  benefit 
to  the  Texas  taxpayer.  Now  valued  at 
over  Si  billion,  it  has  helped  build  a  vast 
public  school  and  university  system  and 
presently  reduces  the  school  taxes  Tex- 
ans  must  pay  by  well  over  $50  million 
annually. 

Of  the  original  200  million  acres  of 
public  lands,  many  were  used  as  grants  to 


attract  settlers;  and  later,  the  railroads,  in 
a  far-sighted  move  to  replace  cattle  trails 
with  steel  rails.  Several  million  more 
were  used  to  retire  debts,  to  finance  pub- 
lic works  and  to  construct  the  capitol 
building  in  Austin. 

In  addition  to  income  received  on 
leases  and  royalties  from  the  remaining 
acreage,  including  the  once-considered 
worthless  tidelands,  the  state  collects 
severance  taxes  on  all  mineral  resources 
extracted  from  both  public  and  private 
lands.  In  numbers,  the  companies  in- 
volved are  few,  but  the  income  is  sub- 
stantial and  is  a  major  factor  in  keeping 
Texas  free  from  both  corporate  and  per- 
sonal income  taxes. 

While  the  actions  of  our  Texas  fore- 
fathers have  resulted  in  lasting  benefits  to 
both  business  and  citizens,  their  example 
continues  to  be  followed  to  this  day,  not 
merely  because  it's  traditional,  but  sim- 
ply because  it's  good  business.  An  exten- 
sion of  that  attitude  today  is  that  all  busi- 
ness is  good  business  whether  it  is 
achieved  by  locating  new  industries  or 
expanding  old.  To  achieve  it,  a  number  of 
state-supported  programs  are  made 


available  to  Texas-based  firms  and  are 
also  attractive  to  new  companies  since 
they  have  the  assurance  of  continued  at- 
tention long  after  they  open  their  doors. 

Our  International  Trade  Division,  for 
example,  aggressively  promotes  expan- 
sion through  foreign  trade.  It  helps 
manufacturers  get  started  in  exporting, 
sponsors  trade  missions  overseas  to  open 
new  markets  for  Texas-made  products, 
and  maintains  a  permanent  office  in 
Mexico  City  as  a  sales  office.  Through  the 
years,  Texas  exports  have  led  imports  by 
a  ratio  of  approximately  2  to  1  while  the 
nation  as  a  whole  usually  faces  a  deficit. 

Texas  firms  are  also  encouraged  to 
take  advantage  of  the  state's  cost-free 
start-up  training  programs  when  new 
employees  are  needed  for  expansion  or 
when  present  employees  must  be  re- 
trained to  operate  new  or  different  types 
of  equipment.  The  programs,  of  course, 
are  a  boon  to  incoming  industries  which 
are  assured  of  having  trained  employees 
on  hand  when  the  new  plants  are  ready  to 
begin  operations. 

An  example  of  the  state  government's 
appreciation  of  industry's  contribution  to 
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New  Super  Quiet  MU-2  Propjets 


beautiful  -  fast  -  efficient 

You  Never  Heard  It  So  Quiet 

Inside  the  MU-2  there  is  a  new  standard  of  quiet  elegance. 
The  hushed  comfort  of  the  beautifully  appointed  cabin 
provides  the  perfect  environment  for  business  air  travel. 
In  the  new  propjets  from  Mitsubishi  you'll  find  the  speed, 
the  comfort,  the  reliability  and  performance  companies 
need  and  want.  The  MU-2  is  today's  best  answer  for  time- 
saving,  cost-efficient  transportation. 

Plus  4  Power 

Mitsubishi  engineers  combined  new  AiResearch  engines 
with  Woodward  fuel  controls  and  4-bladed  propellers  to 
give  the  new  MU-2  propjets  excellent  performance  and 
a  super-quiet  cabin.  A  unique  quality  in  design,  in  structural 
integrity  and  in  performance  capability  distinguishes  the 
MU-2  propjets  from  other  business  aircraft.  These  new 
Mitsubishi  propjets  merit  your  evaluation.  Detailed  and 
descriptive  literature  is  available  on  request.  Write  or  call. 
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economic  development  is  the  Gov- 
ernor's Annual  Luncheon  on  Industrial 
Expansion  when  five  or  six  firms  judged 
to  have  been  most  outstanding  are  hon- 
ored. Nominations  for  the  awards  are 
submitted  by  chambers  of  commerce  ac- 
ross the  state  with  smaller  firms  in  smal- 
ler communities  competing  on  equal 
terms  with  larger  corporations. 

Although  the  state  was  less  affected  by 
the  recession  than  most,  and  unemploy- 
ment remains  well  below  the  national 
average,  my  office  in  1975  launched  a 
one-year  program  to  stimulate  economic 
growth.  Under  this  TEXAS  FIRST  pro- 


gram, we  hoped  to  generate  4,000  per- 
manent, unsubsidized  jobs  in  addition  to 
those  created  by  normal  growth.  We 
asked  1,000  of  the  state's  larger  firms  to 
pledge  to  hire  as  many  new  workers  as 
possible  and  offered  them  the  services  of 
five  state  agencies  in  removing  any  bar- 
riers which  might  be  delaying  expansion. 
As  each  problem  was  presented,  the 
agency  best  suited  for  providing  a  solu- 
tion was  pressed  into  service.  For  the 
most  part,  these  problems  involved 
matching  workers  to  jobs,  providing 
training  programs, financing.expansions, 
feasibility  studies, 


At  The  Woodlands,  the  view  from  your  office  window  dors  not  include  snow. 


If  this  winter  made  you  want  to  move, 
look  at  the  advantages  of  working  and 
living  in  The  Woodlands,  Texas 


The  Woodlands  is  a  20,000- 
acre  community.  It's  carefully 
planned.  And  just  25  miles  north 
of  Houston,  one  of  America's 
fastest  growing  cities. 

It  is  not  just  an  industrial  park, 
a  subdivision  or  a  resort.  It's  a 
new  hometown  where  people  can 
work,  live  and  grow  in  a  natural 
environment. 

The  advantages  of  moving 
your  business  to  The  Woodlands 
include:  A  skilled  labor  force.  A 
pro-business  atmosphere  second 
to  none.  Superior  air,  rail,  ship 


and  highway  transportation. 
Ample  water  and  energy  sources. 
Economical  utilities. 

The  cost  of  doing  business, 
and  the  cost  of  living  here  ranks 
among  the  lowest  in  the  country. 

If  your  company's  planning  a 
relocation  or  expansion  move 
soon,  you'll  want  to  read  the 
whole  persuasive  story.  For  your 
copy  of  The  Woodlands  presen- 
tation, call  Jim  Rush  at  (713) 
367-7000. 

Call  now.  After  all,  next  winter 
is  just  around  the  corner. 


TlieWoodlands 

A  new  hometown 


The  Woodlands  is  Ix-in^  buill  b)  the  Woodlands  Development  Corporation,  a  subsidi-m  ol 

Mitchell  Energ)  &  Development  Corp,,  assisted  b)  the  New  Community  Development  Corporation  of  HUD 


site  availabilities,  and  so  on. 

The  response  by  Texas  industry  was 
overwhelming.  Instead  of  an  anticipated 
160  firms,  700  participated.  Instead  of 
4,000  permanent  jobs,  38,000  were 
pledged  and  30,000  workers  placed. 
More  than  1,600  of  these  jobs  involved 
opening  45  branch  plants  and  over  2,500 
were  tied  to  new  industry  locations.  In 
all,  some  21,000  workers  received  train- 
ing or  are  now  enrolled  in  programs. 

Needless  to  say,  TEXAS  FIRST  has 
been  extended  for  another  year  with  em- 
phasis placed  on  providing  training  pro- 
grams wherever  needed,  and  on  match- 
ing workers  to  jobs  through  a  series  of 
statewide  job  fairs.  Funds  for  putting  the 
program  into  operation  were  authorized 
by  the  Comprehensive  Employment 
Training  Act  (CETA)  and  made  available 
through  the  U.S.  Department  of  Labor. 


Gov  Dolph  Briscoe  (right)  presents  one  of 
six  economic  development  awards  at  an- 
nual luncheon. 

At  the  state  level,  no  additional  costs  are 
incurred  since  existing  agencies  handle 
operations  with  present  facilities  ano 
personnel. 

On  assuming  office  in  1972,  I  pledged 
that  there  would  be  no  new  tax  increases 
as  long  as  I  remained  in  office.  That 
pledge  applied  to  corporate  or  personal 
income  taxes  has  been  honored  and  ex- 
tended through  my  present  term  ending 
in  December,  1978.  During  the  interim, 
we  have  also  managed  to  build  a  surplus 
in  the  state  treasury,  so  it  is  not  without 
reason  fhat  Texas  should  be  recognized 
for  its  favorable  business  climate. 

While  this  is  but  one  of  many  reasons 
why  firms  are  attracted  to  Texas,  it  may 
be  one  of  the  most  important,  both  now 
and  in  the  future.  The  actions  of  any 
democratic  government,  of  course, 
should  reflect  the  wishes  of  the  people. 
In  speaking  for  the  vast  majority  of  Tex- 
ans,  then,  I  can  truthfully  say  that  we  are 
enthusiastic  about  the  economic  growth 
of  our  state.  We  appreciate  those  who 
contribute  to  it.  And  we  show  it. 
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Dallas  is  the  money  magnet  of  the  Southwest. 
And  we're  a  big  part  of  the  pull. 

First  in  Dallas.  The  big  banking  force  in  the  Southwest  Bringing  a  money  center 
capability  to  an  area  alive  with  growth.  Whatever  the  magnitude  or  sophistication 
of  your  banking  needs,  First  in  Dallas  has  what  it  takes  to  attract  you. 

First  National  Bank  in  Dallas 

A  subsidiary  of      First  international  Bancsharcs.  Inc  The  largest  bank  holding  company  in  Texas,  the  South  and  Southwest 

Branch  offices  in  London,  Paris,  Singapore  and  Cayman  Islands.  Representative  offices  in  Tokyo,  Sao  Paulo  and  the  Middle  East  Member  F.  I).  I.  C. 


Superhighway  systems  and  the  nation's  second  largest  transport  fleet  fill  the  total  transportation  needs  of  many  Texas  industries. 


High  Mobility 
Characterizes 
Texas 
Transportation 


An  early  Texas  settler  wrote:  "It  costs 
here  not  more  to  raise  a  cow  than  it  does  a 
chicken  (in  the  East)."  The  costs  of  get- 
ting cattle  to  northern  and  eastern  mar- 
kets, however,  was  another  matter.  The 
slow  and  inefficient  trail  drives  left  herds 
depleted,  and  the  cattle  thin  and  sinewy. 

As  the  railroads  began  moving  west- 
ward, the  state  government  quickly 
moved  toward  a  solution  by  offering  rail- 
road companies  grants  of  public  lands  in 
exchange  for  railways.  Although  the  Civil 
War  halted  construction,  Texas  already 
possessed  an  extensive  interstate  system 
which  became  intrastate  soon  after  the 
war  ended. 

Today,  with  19,000  miles  of  trackage, 
including  1 3,300  miles  of  main  lines,  it  is 
the  most  extensive  system  in  the  nation. 
While  the  vastness  of  the  state  dictates 
the  necessity  for  longer  lines,  billions 
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From  Texas  to  Thailand; 
from  Amsterdam  to  Argentina, 


we're  working 
to  make  the  world 
a  little  more  perfect. 


In  many  ways,  Liquid  Paper  today  bears 
little  resemblance  to  the  company 
it  was  ten  years  ago. 

Today  Liquid  Paper  is  known 
throughout  the  world  as  the  first  name  in 
correction  fluids.  Our  market  is 
international.  And  we  now  provide  a  wide 
range  of  products  designed  to 


meet  the  needs  of  a  changing 
business  world. 

Yet,  throughout  this  period  of 
achievement,  one  central  element  in 
Liquid  Paper's  success  story  remains 
essentially  the  same . . .  our  very  basic 
commitment  to  place  the  interests  of  our 
customers  above  all  other  interests. 


Liquid  Paper  Corporation 

9130  Markville  Drive,  Dallas,  Texas  75231 


©  Liquid  Paper  Corporation,  1976.  LIQUID  PAPER*  is  a  registered  trademark  of  Liquid  Paper  Corporation.  The  descriptive  name  of  the  product  is  Correction  Fluid. 


Meeting  jet  age  requirements  isthe  Dallas-Fort  Worth  Regional  Airport,  the  world's  largest 


have  been  spent  in  recent  years  in 
modernizing  facilities,  automating  yards 
and  installing  central  control  systems.  As 
a  result  of  faster,  streamlined  operations, 
of  growing  industrialization  and  a  healthy 
economy,  freight  shipments  and  rev- 
enues have  reached  all-time  highs.  Since 
1971,  shipments  have  increased  from 
209  million  tons  to  247  million,  revenues 
from  S692  million  to  more  than  SI  bil- 
lion. 

Texas  highways  receive  the  third 
largest  share  of  the  state's  revenue  with 
appropriations  for  schools  and  public 
welfare  being  the  largest.  Funds  spent  for 
highway  maintenance  and  construction 
during  the  fiscal  year  ending  in  August, 
1974  amounted  to  nearly  S650  million. 
The  state-maintained  highway  system  of 
hard  surfaced,  toll-free  highways  totals 
691  thousand  miles  and  includes  more 
than  3  thousand  miles  of  interstates, 
more  than  26  thousand  miles  of  U.S.  and 
State  highways,  and  almost  40  thousand 
miles  of  Farm-and-Ranch-to-Market 
Roads. 

The  nation's  second-largest  motor 
transport  fleet  shares  the  freight  load  al- 
most equally  with  the  railroads  and  pro- 
vides overnight  service  to  a  large  number 
of  southwestern  population  centers.  As 
of  May,  1976,  some  2,000  intrastate  car- 
riers of  all  classes,  and  1,600  interstate 
carriers  were  registered.  Many  have 
interchange  agreements  with  other 
motor  freight  lines  which  permit  trailers 
loaded  in  Texas  to  go  direct  without 
cargo  transfer  to  most  of  the  nation's 
metropolitan  centers  and  to  some  areas 
of  Canada  and  Mexico. 

Another  broad,  all-weather  trans- 
portation system  is  the  1 ,  P^-mile  Intra- 
coastal  Waterway  linking  Texas'  12 
deepwater  and  1 3  lesser  ports  with  9,8 1 2 
miles  of  commercially  navigable  Missis- 
sippi waterways  and  2,500  miles  of 
waterways  in  the  Gulf  South.  Texas 
ports,  led  by  Houston  which  ranks  third 
among  U.S.  ports  in  annual  volume, 
handled  approximately  230  million  short 
tons  of  cargo  in  19"73-  Shipments  on  the 
Intracoastal  Waterway  amounted  to  63 
million  tons. 

Aviation,  too,  has  long  been  a  con- 
tributing factor  to  the  state's  stable 
economy.  The  volumes  of  passengers, 
airmail  and  air  cargo  rank  among  the  na- 
tion's highest,  and  the  state's  1,200  air- 
ports including  270  municipal  and  800 
privately-owned,  represent  the  largest 
number  of  any  other  state.  The  Dallas- 
Fort  Worth  Regional  Airport,  opened  in 
1973,  is  the  world's  largest.  Covering 
17,000  acres,  it  is  larger  than  Manhattan 
Island.  All  major  domestic  and  a  number 
of  foreign  airlines  maintain  regular 
schedules  to  Texas'  larger  cities  with  di- 
rect service  to  many  foreign  countries 
also  originating  at  Houston  Internation- 
al. Smaller  communities  are  served  by  a 
growing  network  of  interstate,  com- 
muter and  air  taxi  services. 
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5d  836,000  kw  plant  scheduled  to  go  on-stream  in  May. 


Texas 
Gears  Up 

to  Produce 
Tomorrows 
Energy 


Texas  today  is  the  leading  energy  pro- 
ducing state  and  continues  to  maintain 
the  nation's  largest  proved  reserves  of 
natural  gas  and  liquid  hydrocarbons,  but 
it  is  not  resting  upon  its  laurels.  In  order 
to  assure  a  future  uninterrupted  supply 
of  electrical  energy,  it  is  aggressively 
developing  alternate  methods  of  firing 
generating  station  boilers  in  order  to 
conserve  its  natural  gas  supplies  for  more 
efficient  uses. 

Under  construction  are  five  nuclear 
plants  consisting  of  nine  units  with  a  total 
generating  capacity  of  9,100  megawatts, 
more  than  one-fourth  of  the  state's  pres- 
ent capability.  Five  units  are  scheduled  to 
go  on  stream  in  1980,  bolstering  the 
present  capacity  of  33,300  mw  by  7,800 
mw. 

At  present,  12  major  electric  power 
companies  account  for  85  percent  of  the 
state's  electrical  production,  and  use  fos- 
sil fuels  as  the  primary  source  of  energy. 
While  natural  gas  is  available  for  manu- 
facturing and  processing  operations, 
power  plants,  in  a  massive  effort  toward 
conservation,  are  modifying  equipment 
to  use  oil  as  an  alternate.  Most  new  plants 
plus  those  under  construction  are  de- 
signed to  burn  coal. 

Virtually  untapped  are  immense  re- 
serves of  lignite  with  between  ten  and 
twenty  billion  tons  estimated  to  be  com- 
mercially mineable  by  conventional 
methods.  Total  output  in  1975  amounted 


to  11.4  million  tons,  a  48  percent  in- 
crease over  the  previous  year  due  largely 
to  its  use  in  new  coal-fired  generating 
stations.  By  1980,  six  surface  mines  now 
in  operation  and  under  construction  are 
expected  to  produce  25  million  tons  with 
a  major  share  being  used  for  power  plants 
also  planned  and  under  construction.  In 
addition,  right-of-way  permits  are  being 
sought  for  slurry  pipe  lines  which  will 
transport  coal  in  a  slurry  base.  Although 
costly  initially,  these  pipelines  are  ex- 
pected to  reduce  transportation  costs 
significantly  especially  for  power  com- 
panies now  utilizing  unit  trains  from  wes- 
tern coal  mines. 

Expected  to  produce  more  immediate 
results,  however,  are  drilling  operations 
in  oil  fields  once  considered  marginal,  in 
wildcatting,  and  in  more  intensive  off- 
shore exploration.  To  meet  the  age  of  the 
supertanker,  offshore  superports  are  also 
under  development  to  feed  the  world's 
largest  concentration  of  refineries  and 
petrochemical  complexes.  As  the  ter- 
minus of  a  vast  intercontinental  pipeline 
network  tied  to  both  domestic  produc- 
tion and  imports,  Texas  promises  to  re- 
main a  national  leader  in  the  processing 
and  distribution  of  petroleum  products 
far  into  the  future.  Until  such  time  as 
nuclear  and  coal-fired  plants  become  the 
major  producers  of  electrical  energy,  the 
state  is  fortunate  in  being  able  to  provide 
for  its  total  generating  needs. 
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Promising  is  one  thing. 
Delivering  is  something  else. 


HNG  has  kept  its  promises  well 
enough  to  deliver  our  stockholders 
a  29%  return  on  average  equity  in  fis- 
cal 1976,  and  to  establish  an  average 
annual  compound  per  share  earn- 
ings growth  rate  of  33%  for  the  last 
five  years. 

Years  ago  our  management  made  a 
decision  to  buy  our  pipeline  supplier 
so  we  could  better  control  the  deliv- 
ery of  gas.  Then,  in  1965,  we  pur- 
chased a  huge  gas  storage  field  near 
Houston  to  store  gas  for  the  peak- 
demand  winter  months.  And  later  we 
became  the  major  partner  in  a  500- 
mile  pipeline  that  provides  natural 
gas  to  the  Texas  Gulf  Coast. 

And  now  that  HNG  has  expanded 
into  other  natural 


we  are 
applying  the 
same  philosophy. 

Today  we're  working  on  a  major 
new  transportation  system  that  will 
bring  coal  to  Texas.  We  know  that 
being  able  to  deliver  the  coal  is  as 
important  as  the  coal  itself. 

Our  ability  to  deliver  resources 
when  they're  needed  is  one  of  the  big 
reasons  for  HNG's  steady  growth  over 
the  years. 

Find  out  more  about  HNG.  Write 
our  chairman,  Robert  R.  Herring,  for 
a  copy  of  our  annual  report.  RO.  Box 
1188,  Houston  77001. 

The  Resourceful  Company 


HNG 

HOUSTON  NATURAL  GAS 


Armco  Steel  has  been 
growing  with  Texas 
For  35  years. 


\rmco  Steel  Corporation  has  more 
acilities  in  Texas  than  in  any  state 
)ther  than  Ohio.  Our  Houston  steel 
vorks  had  been  only  a  dream  until  the 
irst  shovelful  of  Texas  dirt  was  dug  on 
ts  site  in  1941.  We  are  still  building. 
Operations  have  regularly  been  added, 
expanded  and  improved  over  35  years, 
today,  Armco's  Houston  Works  is  the 
argest  steel  plant  on  tidewater  west  of 
he  Mississippi  — with  capacity  of  more 
han  1  million  tons  of  steel  yearly. 

Another  thing  Armco  found  in  Texas 
vas  a  breed  of  people  with  pride.  People 
vho  are  proud  of  a  job  well  done.  This 
s  an  important  reason  for  the  high 
quality  of  the  products  we  make  in  Texas. 
Quality  that  has  made  Armco  an  impor- 
ant  source  for  a  range  of  steel  products 
leeded  by  industry.  For  example,  Armco 
nanufactures  these  steel  mill  products 
n  Houston:  carbon  and  alloy  steel  bars, 
)looms  and  billets  for  forging;  alloy, 
:arbon  and  high  strength  steel  plates; 
vide  flange  and  standard  structurals; 
velded  line  pipe;  stainless  steel  pipe 
ind  tubing. 

In  1977,  Texas  is  the  sixth  largest 
iteel  producing  state  in  the  U.S.,  but 
here's  a  lot  more  to  do  in  meeting  the 
;teel  needs  of  the  Southwest.  Armco 
expects  to  be  part  of  this  accomplishment. 


Armco  is  more  than  steel,  too. 

Armco's  National  Supply  Com- 
pany, leading  manufacturer  of 
oilfield  drilling  and  production 
equipment,  has  headquarters 
in  Houston.  This  company  also 
has  plants  in  Houston  and 
Gainesville.  Texas,  where  it 
is  not  only  an  important  maker 
of  oilfield  machinery,  but  an 
important  purchaser  of  related 
products.  Plants  of  Armco's 
Metal  Products  Division  in 
Longview.  Houston,  and 
Schulenburg,  Texas,  make  pre- 
engineered  steel  building  sys- 
tems, steel  storage  tanks  and 
corrugated  steel  culverts.  In 
steel,  oilfield  equipment,  in- 
dustrial and  construction  prod- 
ucts. Armco  is  serious  about 
Texas! 

Armco  Steel  Corporation. 
Dept.  37,  General  Offices. 
Middletown.  Ohio  45043. 


ARMCO 

V 


Texas  Holds 
the  Line 
on  Taxes 


What  to  do  with  a  $3  billion  surplus? 
It's  the  sort  of  a  problem  every  govern- 
ment should  have,  local  to  federal.  At  the 
moment,  however,  it's  one  for  Texas. 
And  legislators,  almost  without  excep- 
tion continue  to  offer  solutions. 

In  a  nation  beset  by  inflation,  unem- 
ployment and  recession,  the  surplus  is 
almost  inconceivable,  especially  since  the 
state  has  operated  without  new  tax  in- 
creases since  1971. 


"The  last  tax  bill  passed  by  the  Texas 
Legislature  was  passed  in  1971,  the  year 
before  I  was  elected  governor,"  Gov- 
ernor Dolph  Briscoe  told  the  House  and 
Senate  in  January.  "There  will  be  no  new 
or  additional  state  taxes  as  long  as  I  am 
governor.''  His  present  term  expires  in 
December,  1978. 

Thanks  in  part  to  severance  taxes 
levied  on  the  extraction  of  mineral  re- 


Severance  taxes  collected  on  the  extraction  of  all  mineral  resources  help  eliminate  the 
necessity  for  corporate  or  personal  income  taxes. 


sources,  income  from  rents  and  royalties 
on  public  lands,  and  pay-as-you-go 
governmental  financing,  Governor  Bris- 
coe does  receive  help  from  traditional 
sources  in  a  state  generally  faced  with 
lower  tax  burdens  than  most  others. 
There  are  no  corporate  or  individual  in- 
come taxes,  and  ad  valorem  or  property 
taxes  are  a  local  function,  rather  than 
state.  These  taxes  vary  from  county  to 
county  depending  upon  the  tax  rate  and 
whatever  other  special  taxing  units  such 
as  navigation  and  hospital  districts  may 
be  involved.  The  per  capita  tax  burden  as 
reported  by  the  Bureau  of  the  Census  in 
1975  was  $242.68,  2nd  only  to  New 
Hampshire,  and  far  below  the  national 
average  of  $369.10. 

The  sales  tax  rate  is  4  percent  plus  an 
optional  1  percent  which  may  be  levied 
by  local  municipal  governments.  Exemp- 
tions include  tangible  personal  property 
which  will  become  a  part  of  a  manufac- 
tured product  or  consumed  in  process- 
ing, sales  of  goods  delivered  out  of  state, 
sales  for  resale,  items  taxed  under  other 
statutes,  and  a  number  of  selected  items 
including  foods. 

The  franchise  tax  is  the  only  tax  speci- 
fically imposed  on  business  and  industry. 
It  is  assessed  on  the  invested  capital,  sur- 
plus and  undivided  profits  of  a  corpora- 
tion to  the  extent  of  its  business  within 
the  state.  At  the  current  rate  of  $4.25  per 
$1,000  valuation,  it  provides  but  3  per- 
cent of  the  state's  revenue. 

While  unemployment  insurance  taxes 
are  a  reflection  of  labor  performance 
rather  than  legislative  action,  the  savings 
enjoyed  by  Texas  firms  are  substantial. 
The  average  rate  in  1975  was  only  0.38 
percent  while  the  maximum  possible  is 
4.0  percent.  In  dollar  values,  the  Texas 
Employment  Commission  reports  the 
average  amount  paid  by  employers  for 
each  covered  worker  in  Texas  in  1974 
was  $22.82  monthly.  Alaskan  employers 
paid  the  highest  costs,  $311-84,  and 
Washington  2nd  at  $166.33.  Lowest 
were  Virginia's  $13-88  and  Colorado's 
$17.08.  Texas  was  3rd,  and  the  national 
average,  $86.01. 

The  costs  of  operating  the  legislative, 
judicial  and  executive  branches  of  the 
state  government  are  also  exceptionally 
low,  representing  only  2  cents  of  each 
dollar  spent.  Briscoe  hopes  to  cut  it  even 
lower  over  the  next  two  years  by  com- 
bining certain  state  agencies  into  single 
departments  wherever  possible  and  re- 
ducing state  government  employment  by 
4.5  percent.  He  is  also  recommending 
repeal  of  the  4  percent  state  sales  tax  on 
utility  bills  even  though  it  would  cut  into 
the  state's  revenue.  "It  would,"  he  said, 
"return  a  savings  in  actual  dollars  each 
month  to  Texas  consumers." 

Texas'  methodology,  it  seems,  lies  in 
creating  a  climate  conducive  to  industrial 
expansion  with  more  new  payrolls  and 
more  new  taxpayers  rather  than  boosting 
taxes.  Apparently,  it's  working. 
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MTEX. 
It  stands  for  MercantileTexas. 
And  that  stands  for  momentum. 

Fact:  Mercantile  Texas  is,  so  far, 
the  fifth  largest  banking  institution  in 
Texas.  With  over  2.8  billion  dollars 
in  combined  assets. 

Fact:  We  are  in  Texas.  And  the 
state  of  the  State  is  excellent.  Texas 
has  economic  youth.  Economic  diver- 
sity. And  an  enormous  promise  for 
continued  growth. 

Fact:  Mercantile  Texas  has 
major  banks  in  five  of  the  key  growth 
areas  in  Texas.  Houston.  Dallas. 
Corpus  Christi.  San  Antonio.  Austin. 

Fact:  Our  seven  member 
banks  share  an  important  natural 
resource.  People.  Mercantile  Texas 
has  top  flight  talent  in  just  about  every  area  of  banking  and  finance. 
Those  are  the  facts.  Here  is  the  result. 
Mercantile  Texas  has  momentum. 

Working  for  us.  And  for  the  customers,  the  stockholders  and  the 
communities  we  serve.  Giving  us  a  special  potential  we  intend  to  fulfill. 
And  surpass. 

Because  that's  what  momentum  is  all  about. 

We  invite  inquiries  from  all  interested  individuals  and  institutions. 
Contact  us  by  calling  David  Harrison  at  (214)  741-4181 . 

H  Mercantile 


Mercantile 
National  Bank 


/  Alamo 

National  Bank 


Sap 

Capital 
National  Bank 

West  Loop 
National  Bank 


Corpus  Christi 
National  Bank 


It 


Being  the  fifth  largest  banking  institution  in 
Texas.  Having  $2.8  billion  in  assets.  Being 
located  in  five  of  the  key  growth  areas  in 
Texas.  It's  all  a  part  of  having  momentum. 


Mercantile  Texas  Corporation  PO  Box  5415  Dallas,Texas  75222   NASDAQ  Symbol  MTEX. 


Yankee 
Traders 
Now  Speak 

with  Southern 
Accents 


In  1972,  they  sold  an  estimated  $40 
mijlion  in  oil  field  equipment  to  the  Rus- 
sians, another  $5  million  worth  to  the 
Romanians,  and  got  firms  in  Dusseldorf 
and  Stockholm  to  start  thinking  in  terms 
of  Texas  locations.  They  moved  a  few 
more  million  in  hard  goods  into  Sao 
Paulo,  Brazil,  and  let  manufacturers  in 
Tokyo  and  Osaka  know  that  Texas  was  a 
logical  choice  for  Japanese  operations. 

In  1973,  they  hosted  the  opening  of  a 
U.S.  Department  of  Commerce  Trade 
Center  in  Vienna,  made  additional  sales 
in  Moscow,  gave  the  Japanese  more  food 
for  thought,  and  lent  their  talents  to  a 
U.S.  Chamber  of  Commerce  trade  mis- 
sion to  Stuttgart. 

"They"  are  perhaps  today's  nearest  ap- 
proach to  yesteryear's  enterprising 
"Yankee  Traders"  who  helped  thrust  a 
new  nation  into  world  leadership  in  ex- 
ports. They  are  also  Texans,  both  native 
sons  and  transplants  who,  more  often 
than  not,  are  the  state's  biggest  boosters. 


Cargoes  channeled  through  the  Port  of  Houston  rank  third  largest  in  the  nation. 


Texas  Lt.  Gov.  William  Hobby  meets  with 
Egyptian  President  Anwar  el-Sadat  during 
trade  mission  to  Cairo 


Salesmen  by  profession,  they  are  not. 
State  officials  and  business  executives, 
they  are,  plus  chamber  of  commerce 
members  and  public  utility  representa- 
tives. All  have  a  stake  in  the  economic 
development  of  Texas.  The  outward  ap- 
pearance is  that  of  the  typical  American 
businessman  rather  than  the  typical 
Texan  stereotype.  The  drawl  is  still  pre- 
sent in  many;  the  approach  still  friendly, 
matter-of-fact,  casual: 

"With  your  crews  workin'  in  the  mid- 
dle of  Siberia,  you  can't  afford  to  buy 
equipment  that's  going  to  keep  breaking 
down  on  you." 

Or,  "All  you  have  to  do  is  open  a  plant 
in  Texas,  and  you  won't  have  to  worry 
about  labor  shortages,  dock  tie-ups  or 
import  duties.  Now  would  you?" 

And,  "We've  got  the  cotton,  the  wool, 
the  mohair,  and  raw  materials  for  synthe- 
tic fibers.  We've  got  the  workers  and  one 
of  the  country's  biggest  markets.  What 
we  don't  have  are  the  mills.  Whoever 
puts  a  big  one  in  is  going  to  make  a  kill- 
ing. Maybe  we  ought  to  do  it  ourselves." 

And  maybe  they  did. 

In  a  cooperative  effort  among  cotton 
growers,  ginners,  and  26  West  Texas 
communities,  a  $30  million  textile  mill  is 
now  in  operation  and  start-up  training 
programs  provided  for  some  400  work- 
ers. The  mill  produces  denim  exclusive- 
ly, while  other  mills  now  in  the  planning 
stage  will  manufacture  a  variety  of  fab- 
rics. 

Although  a  home-grown  textile  mill 
may  appear  to  have  little  in  common  with 
exports  or  reverse  investments,  it  is  il- 
lustrative of  the  high  degree  of  coopera- 
tion industry  receives  from  the  state  gov- 
ernment. A  number  of  agencies  and  a 
legislative  committee  were  heavily  in- 
volved in  feasibility  studies,  in  site  selec- 
tion, in  financing,  and  in  providing  a 
complete  start-up  training  program  at  no 
expense  to  the  cooperative.  State  of- 
ficials, indeed,  welcome  the  opportunity 
to  serve  business  whenever  possible,  and 
are  eager  participants  in  trade  missions, 
trade  fairs  and  prospecting  tours. 

The  1973  goodwill  mission  to  Japan 
was  led  by  Governor  Dolph  Briscoe.  The 
Texas  delegation  of  20  businessmen  on 
the  Stuttgart  trade  mission  was  headed 
by  Lt.  Governor  Wdliam  Hobby. 

A  trade  mission  to  Egypt  and  Kuwait  in 
December  of  1974  not  only  netted  $25 
million  in  sales  for  eight  Texas  firms,  but 
also  gave  the  state  an  edge  in  Mideast 
business  negotiations.  In  a  follow-up 
mission,  Lt.  Governor  Hobby  accom- 
panied representatives  of  six  Texas  firms 
to  Bagdad  and  Cairo  in  April  of  1976.  In 
agriculture-oriented  meetings,  the  Tex- 
ans met  with  high  officials  of  both  coun- 
tries including  Anwar  el-Sadat,  president 
of  Egypt.  In  September,  Abdul  Al- 
Baunnia,  top  Arab  businessman  in  Iraq, 
visited  Texas  to  continue  discussions 
with  farm  equipment  manufacturers  and 
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Las 

Colinas 

is  the  place  to  be 


For  a  corporate  location  between  Dallas  and  D/FW  Airport 


These  corporations  have  chosen  Las  Colinas: 


The  Associates 
Pioneer  Electronics 
Honda 
Sage  Foods 
Warner/Elektra 


Allstate  Insurance 
Panasonic 
Agfa-Gevaert 
Stange  Company 
Memorex 


And  so  have  these  investors/builders: 

Trammel!  Crow  Company 
Vantage  Companies 
J.L.  Williams  &  Company 


These  companies  chose  Las  Colinas  for  more  than 
just  its  location:  five  minutes  to  D/FW  Airport  and 
12  minutes  to  downtown  Dallas  in  the  midst  of  one 
of  the  country's  most  ideal  business  climates. 

They  chose  Las  Colinas  because  it  offers  the  finest 
office  and  business  parks  in  the  Dallas  area,  designed 
and  zoned  for  companies  with  a  special  interest 
in  locating  their  corporate  facilities  in  a  quality 
development. 


Las  Colinas  is  a  totally  master-planned  community 
of  balanced  office,  commercial,  residential,  and 
environmental  land  use.  Within  the  rolling  hills  of 
Las  Colinas  are  natural  and  man-made  lakes, 
greenbelts,  country  clubs,  schools,  the  University 
of  Dallas,  a  junior  college,  tennis  clubs,  an 
equestrian  center,  and  green  spaces.  And  within 
minutes  is  a  wide  variety  of  residential  lifestyles. 

For  information  call  Bob  Bradshaw,  (214)  255-8506. 


Las  Colinas  Corporation  P.O.  Box  61207,  D/FW  Station,  Dallas,  Texas  75261  •  A  Subsidiary  of  Southland  Financial  Corporation 


1  work  for  an  energy  company, 
but  that  doesn't  mean  I  hate 
Mother  Nature." 


"I'm  not  going  to  suggest 
that  an  oil  well  improves 
the  horizon,  or  that  an 
operating  surface  mine 
looks  more  attractive 
than  the  original  land- 
scape "  says  Gulf  Project 
Engineer  Ken  Cassidy. 

"But  the  fact  is  that,  to 
produce  the  energy  we 
need  now  and  will  need 
in  the  future,  we  some- 
times have  to  disrupt  the 
environment. 

We  try  harder 

"We  work  hard  to  keep 
these  disruptions  as  small 
as  possible,  and  to  get  the 
work  over  with  as  quickly 
as  possible.  And  I  think 
we're  doing  pretty  well. 

"I  could  show  you  sev- 
eral beautiful  places  that 
have  yielded  a  lot  of 
energy  from  under  the 
earth,  and  that  have  been 
reclaimed  and  replanted. 
They  look  as  good  as  they 


did  before.  Sometimes 
even  better. 

From  coal  to  bass 

"For  instance,  that  spot 
in  the  picture.  Twenty 
years  ago  it  was  a  partial 
flood  plain,  so  unproduc- 
tive you  couldn't  even  get 
firewood  out  of  there. 
Then  fifteen  years  ago  it 
was  producing  coal  —  it 
was  a  surface  mine.  Then 
it  was  reclaimed,  revege- 
tated.  Now  it's  a  favorite 
campsite  for  my  whole 
family.  And  there's  no 
better  spot  for  catching 
largemouth  bass. 

A  double 
challenge 

"Here,  Gulf  has  met 


two  challenges:  produc- 
ing energy  and  providing 
an  environment  that's 
good  to  live  in. 

"There  are  bound  to  be 
areas  in  which  energy 
companies  and  environ- 
mentalists may  disagree. 
But  there  are  solutions 
we  can  work  on  together. 

"It's  a  great  challenge 
to  recover  energy  from 
the  earth  without  perma- 
nently disrupting  the  en- 
vironment. We  are  meet- 
ing this  challenge.  We'll 
continue  to  meet  it  one 
step  at  a  time." 


Gulf  people: 
meeting  the  challenge* 


Gulf 


Gulf  Oil  Corporation 


"We  need  the 
energy  — but 
we  need  a  good 
environment,  too.' 


Now  Available  To  Buy: 
Thousands  of  Houston 
metro  acres  with 
great  investment  and 
development  potential. 

The  opportunity  to  make  substantial  investments  in 
prime  Houston  area  real  estate  is  now  available  to 
large  corporate  and  individual  investors.  Lands  pre- 
viously held  as  timber-producing  properties  and  now 
considered  of  greater  real  estate  value  are  now  being 
offered  by  Champion  Realty  Corporation,  a  subsidiary 
of  Champion  International  Corporation.  Ideal  for 
development  or  speculation,  these  tracts  are  chiefly 
concentrated  within  the  primary  growth  patterns  of 
the  city  of  Houston.  Inquiries  are  invited  from  agents 
and  principals.  Call  or  write  today. 

Champion  Realty  Corporation 

a  subsidiary  of  Champion  International  Corporation 
2700  South  Post  Oak  Road,  Suite  2480,  Dept.  TN, 
Houston,  Texas  77056 
Phone:  (713)  627-2180 


WE  ACCEPT  THE  CHALLENGE 


was  honored  at  a  dinner  hosted  by  the  Lt. 
Governor. 

The  promotion  of  products  overseas 
contributes  immeasurably  to  the  expan- 
sion of  Texas  industry,  and  helps  the  state 
maintain  a  favorable  balance  of  trade.  No 
less  important,  however,  to  the  state's 
economic  well-being  is  the  addition  of 
new  industries.  Domestic  industrial 
prospecting  tours  by  the  traveling  Texans 
are  equally  successful,  and  help  make  the 
state  a  national  leader  in  that  respect. 

Although  firms  in  Los  Angeles  and  San 
Francisco  and  textile  mills  in  North  and 
South  Carolina  have  been  targets  of  the 
tours,  the  major  attention  is  focused  on 
firms  in  the  industry-heavy  areas  of  the 
East  and  Midwest.  A  tour  of  Chicago, 
Philadelphia  and  New  York  by  members 
of  the  East  Texas  Chamber  of  Commerce 
last  year,  for  instance,  was  followed  al- 


Super  Texas  salesman  Bill  Clayton  is  also 
Speaker  of  the  House  of  Representatives 

most  immediately  by  visits  to  New  York 
and  New  Jersey  by  a  group  of  South  Tex- 
ans headed  by  Texas  Secretary  of  State 
Mark  White.  In  December,  Speaker  of 
the  Texas  House  Bill  Clayton  led  a  West 
Texas  delegation  to  Cleveland  and  Cin- 
cinnati. 

Following  a  meeting  conducted  by 
North  Texas  businessmen,  a  Phila- 
delphian  summed  up  his  reaction  in  the 
Delauare  Valley  Business  Fortnight  as  fol- 
lows: 

"I  consider  myself  reasonably  knowl- 
edgeable and  sophisticated  in  the  field  of 
area  economic  development,  but  I  must 
admit  that  these  Texans  overwhelmed 
me,  just  plain  overwhelmed  me.  Can  you 
imagine  trying  to  get  110  Philadelphia 
businessmen  together  to  visit  Dallas  and 
Fort  Worth  for  three  days  at  their  own 
expense  to  persuade  the  business  leaders 
of  that  area  that  they  should  develop  and 
expand  industrial  and  service  facilities  in 
Philadelphia? 

"Well,  that's  exactly  what  this  group 
had  done  in  reverse  .  .  ." 

Apparently,  the  spirit  of  the  Yankee 
Trader  is  still  around.  Only  the  home 
port  has  changed. 


As  part  of  the  dynamic  oil  and  gas  industry  of  the  State  of  Texas,  Houston  Oil  & 
Minerals  Corporation  is  one  of  the  fastest  growing  domestic  oil  and  gas  exploration, 
development  and  production  companies  in  the  U.S.  today.  Through  the  many  valuable 
resources  we  have  available  to  us  including  our  new  concepts  and  approaches  to  ex- 
ploration, excellent  staff,  marketing  efforts,  pipeline  and  gas  gathering  facilities,  re- 
search and  development  activities  and  expansion  ventures,  Houston  Oil  &  Minerals 
Corporation  will  continue  to  grow,  to  explore  and  to  contribute  its  share  to  finding 
and  developing  the  nation's  energy  requirements. 

HOUSTON  OIL  &  MINERALS  CORPORATION 
242  The  Main  Building  •  1212  Main  Street 
Houston,  Texas  77002  •  (713)651-3800 
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The  Southwest  Metroplex: 
8,360  Square  Miles  of  Opportunity 


We've  got  lots  of  space 
for  you  to  grow  in.  Over 
40,000  acres  of  industrial 
parks.  An  airport  as  big  as 
Manhattan.  And  even  with 
2.5  million  people  we  still 
have  the  lowest  population 
density  of  the  top  20  metro- 
politan areas. 

So  whether  you  need 
immediate  space  for  a 
branch  office,  a  complete 
office  complex,  or  350  acres 
or  more  for  a  plant,  consider 
the  Metroplex. 


The  economy  is  healthy 
and  diversified.  And  there's 
a  progressive,  enthusiastic 
business  climate.  Receptive 
to  newcomers  and  eager  for 
innovation. 

No  wonder  more  and 
more  businesses  are  moving 
to  the  Metroplex.  It's  the 
sensible  alternative. 

C'Dallas/FbrtWorth: 
The  Southwest  Metroplex  e 

The  Sensible  Alternative. 


For  more  information  send  for  the  1977  Businessman's  Inventory.  Write  Jack  O'Callaghan.  President.  North  Texas  Commission,  P.O.  Box  61246.  Dallas/Fort  Worth  Airport.  Texas  75261 


With  construction  starts  and  bank  deposits  growing,  and  uner 
national  average  Texas  is  little  affected  by  the  recession. 


The  Character 
of  Texas 
Labor: 
Productive 
Plentiful 


To  outward  appearances,  people  in 
blue  collars  or  white  differ  little  from 
state  to  state.  Only  in  statistics  do  the 
differences  become  apparent. 

The  value  added  by  manufacture  per 
production  worker  in  Texas,  for  exam- 
ple, is  $29,638  as  compared  with  a  U.S. 
average  of  $25,554.  When  wages  are 
taken  into  consideration,  Texans  add 
$4.0"  to  the  value  of  goods  they  produce 
for  every  dollar  they're  paid.  Only  Dela- 
ware, at  $4.24,  and  North  Dakota,  at 
$4.21,  record  higher  productivity  per 
wage  dollar  figures.  The  national  average 
is  $3  35.  The  high  productivity  per  wage 
dollar  is  attributed  to  the  positive  atti- 
tude of  Texans  who  still  take  pride  in 
giving  a  full  day  s  work. 

Employers  in  Texas  benefit  not  only 
from  high  productivity  but  also  from  one 
of  the  lowest  unemployment  insurance 
tax  rates  in  the  nation.  In  19~5.  the  aver- 
age rate  was  only  0. 38  percent.  The  aver- 


age amount  paid  as  stare  tax  by  employers 
for  each  worker  covered  in  19~4 
amounted  to  $22.82  monthly,  the  third 
lowest  in  the  nation  and  far  below  the 
$86.01  U.S.  average.  Employers,  too, 
experience  little  time  lost  through  work 
stoppages.  During  the  10-year  period 
ending  in  1973,  time  lost  was  less  than 
.  1 5  percent  of  the  total  working  rime  ver- 
sus a  national  average  of  .26  percent.  For 
19~4.  the  Department  of  Labor  reported 
the  figure  to  be  .09  percent,  considerably 
lower  than  most  major  industrial  states. 

Although  Texas  is  not  noted  for  its 
union  strength,  neither  has  it  historically 
rejected  labor  organizations.  Black- 
smiths organized  and  set  price  mmimums 
in  1836  during  the  stare  s  first  year  as  a 
republic.  Typographical  workers  or- 
ganized in  1850,  and  Galveston's  Car- 
penrers  Local  No.  7,  daring  back  to  1 870, 
claims  the  longest  continuous  record  of 
any  local  in  the  nation.  Union  strength 
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Read  our 
yearbook 


Shell  Oil  Company  1976  Annual  Report 

The  largest  corporation  headquartered  in  Texas 
invites  you  to  read  its  latest  annual  report. 

WRITE  TO:  Shell  Oil  Company,  Corporate  Secretary's  Office,  One  Shell  Plaza,  P.O.  Box  2463,  Houston,  Texas  77001 


Shell 


today  is  pegged  at  14.4  percent  of  all 
employees  in  non-agricultural  establish- 
ments. Five  states  have  lower  percent- 
ages while  West  Virginia  with  43  percent 
and  Michigan  with  40.2  percent  rank 
highest. 

Plentiful  labor  has  long  been  one  of  the 
state's  most  important  resources  and  con- 
tinues to  grow  for  a  number  of  reasons. 
Mechanization  and  economies  of  large 
scale  production  continue  to  release 
agricultural  workers  for  non-agricultural 
employment.  While  agricultural  workers 
outnumbered  those  employed  in  manu- 
facturing in  1950,  they  represent  only  4 
percent  of  the  labor  force  today  with 
manufacturing  accounting  for  some  1 7 
percent.  In-migration,  exceeding  out- 
migration  by  2 Yi  to  1,  also  adds  to  the 
work  force  potential,  as  does  the  state's 
youthful  population.  The  median  age  is 
26.5  as  compared  with  28.1  for  the  na- 
tion. In  addition,  almost  30  percent  of 
the  12.2  million  Texans  are  under  15 
years  of  age,  assuring  ample  workers  for 
the  future. 

While  statistics  show  that  Texans  tend 
to  stay  on  the  job  more  than  those  of 
other  states,  and  are  content  to  stay  in 
Texas,  the  reasons  for  labor  stability  are 
somewhat  less  obvious.  The  mild  cli- 
mate, however,  is  a  factor.  With  summer- 
time activities  available  throughout  most 
of  the  year,  Texans  enjoy  an  easy-going 
outdoor-oriented  lifestyle.  They  also 
tend  to  invest  more  of  their  income  in 
homes,  and  quickly  establish  a  kinship 
with  their  communities  and  the  com- 
panies they  work  for.  The  absence  of  a 
state  income  tax  helps  make  their  take- 
home  bigger.  Property,  gasoline  and 
sales  taxes  are  generally  lower,  and  also 
contribute  to  lower  living  costs  than  most 
of  the  cities  in  the  nation.  Little  wonder 
stability  extends  through  executive 
levels. 


a«  in  t  <% 

In  value  added  by  manufacture,  Texas  work- 
ers give  employers  a  yearly  bonus  of  $4,084 
above  the  national  average. 
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Women  workers  today  account  for  38.7  percent  of  the  Texas  labor  force 

AVERAGE  AMOUNT  OF  UNEMPLOYMENT 

INSURANCE  TAX  PAID  BY 

EMPLOYERS  FOR  EACH  WORKER  COVERED. 


Taxes  Paid  Divided  by  Average  Monthly  Covered  Employment 


United  States 

86.01 

Utah 

68.90 

Virginia 

13.88 

Maryland 

77.29 

Colorado 

17.08 

Minnesota 

77.30 

Texas 

22.82 

Wisconsin 

80.19 

Florida 

Kansas 

84.07 

31.02 

Illinois 

85.52 

South  Dakota 

35.89 

Kentucky 

87.41 

Georgia 

39.58 

North  Dakota 

88.80 

Iowa 

39.85 

Louisiana 

88.86 

South  Carolina 

45.89 

Vermont 

93.11 

Alabama 

47.08 

Idaho 

94.37 

North  Carolina 

47.12 

Oregon 

98.97 

Indiana 

47.90 

Delaware 

100.91 

Nebraska 

48.22 

Hawaii 

104.82 

Wyoming 

48.28 

Pennsylvania 

107.93 

Mississippi 

49.88 

Maine 

108.53 

Oklahoma 

53.77 

Puerto  Rico 

115.34 

West  Virginia 

54.70 

Michigan 

117.97 

New  Hampshire 

56.81 

Connecticut 

123.22 

District  of  Columbia 

60.15 

California 

123.87 

Ohio 

60.66 

Rhode  Island 

126.57 

Arkansas 

64.11 

New  York 

127.28 

Missouri 

66.62 

Nevada 

132.87 

New  Mexico 

66.88 

Massachusetts 

147.21 

Arizona 

67.26 

New  Jersey* 

159.14 

Montana 

67.42 

Washington 

166.33 

Tennessee 

68.57 

Alaska* 

311.84 

*  Includes  contribution  from  employees  in  States  which  tax  workers. 
Includes  penalties  and  interest  for  those  States  in  which  State  law  requires 
these  items  be  used  to  pay  benefits. 


Source:  Texas  Employment  Commission 


Cameron  iron  works  measured  up 
to  some  tough  competition  in  the 
Forbes  industrial  Yardstick. 


The  Forbes  29th  Annual  Report  on  American  Industry 
hit  the  newsstands  in  early  January.  Some  963  publicly 
held  companies  with  sales  over  $250  million  were  rep- 
resented. Each  was  measured  for  a  five-year  period  by 
a  comparative  yardstick  for  profitability,  growth  and 
stock  market  performance. 

When  all  the  bottom  line  figures  were  compared, 
Cameron  ranked  74th  in  profitability,  21st  in  growth  and 
9th  in  stock  market  performance.  But  there's  more 
to  it  than  just  numbers. 

Our  markets  have  experienced  unusual  growth. 


During  this  period  Cameron  was  able  to  firmly  estab- 
lish its  position  as  the  world's  leading  producer  of 
marine  and  land  oilfield  equipment.  And  the  world's 
standard  for  quality  forgings. 

In  today's  more  competitive  environment,  Cameron 
oil  tools,  forged  products  and  ball  valves- backed  by 
advanced  technologies  and  modern,  efficient  plants- 
represent  important  benchmarks  for  value  in  the 
industries  we  serve. 

This  is  the  measure  of  success  that  will  help  us  set 
the  pace  in  years  ahead. 


World  Headquarters -Houston, Texas 


Cost-free  start-up  training  programs  are  held  in  schools  or  in-plant  at  company's  opti 


Lower  taxes 
can  make  the  difference 
between  profit  and  loss. 

Texas  makes  the  difference. 


Suppose  your  company  paid  no 
state  income  tax.  Now  suppose 
your  state  unemployment  tax  was  a 
rock-bottom  $22.82  per  employee 
rather  than  $86.01 ,  the  national 
average.  And  your  ad  valorem  taxes 
were  lower  than  most  of  the  large 
industrial  states.  Suppose,  in  fact, 
your  only  corporate  levy  was  a 
modest  franchise  tax. 

That's  how  Texas  helps  industry. 
By  operating  like  a  company. 


Businesslike.  Professional. 
And,  yes,  different  from  most 
other  states. 

Like  sailing  through  the  70s 
without  increasing  taxes.  And 
ending  fiscal  75  with  a  surplus 
in  the  treasury. 

Incredible?  Not  really.  Not  for 
Texas.  A  phone  call  or  the  coupon 
will  bring  you  comprehensive  data. 
Or  come  on  down.  We'd  like 
your  company. 


Please  send  me:   □  Texas  Plant  Location  fact  book    □  Texas  Start  up  Training 
□  Productivity  Scale    □  Cost  of  Living  Scale:  40  Major  Markets. 


Name 


Title. 


Company 


Address 


City 


TEXAS 

INDUSTRIAL 

■  Zip 

COMMISSION 

Mail  to  Texas  Industrial  Comm..  James  H  Harwell.  Exec  Dir  Capitol  Sta  / 
Box  12728,  Austin.  Texas  78711   Call  toll  tree:  1-800-821-7700.  Ext.  342 


Cost-Free 
Training 
Helps 
Industries 

StartUp 
in  the  Black 


It's  called  ProfiTrain:  a  program  de- 
signed to  train  workers  to  produce  prof- 
its for  new  and  expanding  Texas  indus- 
tries from  the  start.  And  it  does  just  that, 
without  cost  to  the  companies  them- 
selves. 

In  actual  practice,  the  Texas  Industrial 
Commission  works  closely  with  each  new 
or  expanding  industry  in  developing  a 
training  program  tailored  specifically  for 
the  company.  Classes  are  usually  held  in 
the  local  high  school,  junior  college  or 
technical  institute  having  the  required 
equipment  and  located  nearest  the  plant. 
Classes  are  also  held  in-plant  when  highly 
specialized  equipment  is  involved.  More 
often  than  not,  the  company's  own 
supervisory  and  technical  personnel  are 
used  as  instructors  and  are  paid  teachers' 
salaries. 

Until  1971,  however,  the  state  could 
offer  no  such  program.  A  study  by  a  na- 
tionally known  facilities  location  consul- 
tant at  that  time  noted  that  Texas  needed 
a  start-up  training  program  in  order  to  be 
competitive  with  other  states.  Texas  did, 
in  fact,  lose  a  number  of  prospects  for  this 
reason. 

Rather  than  risk  more  losses,  the 
Commission,  with  the  cooperation  of  the 
Texas  Education  Agency  developed  the 
first  start-up  program  for  Westinghouse 
Corporation's  new  gas  turbine  plant  in 
Round  Rock.  The  program  proved  high- 
ly successful.  The  company  was  not  only 
well  pleased  with  the  highly  productive 
work  force,  but  also  with  the  absence  of 
employee  turnover. 

The  two  state  agencies  continued  to 
provide  training  programs  although  no 
money  was  funded  for  their  operation. 
Late  in  1975,  however,  funding  at  the 
rate  of  Si  million  a  year  was  provided. 

Since  its  inception,  ProfiTrain  has 
given  new  job  opportunities  to  some 
18,000  workers  in  more  than  60  different 
skills  for  148  industries.  Pending  are  an 
overwhelming  90  programs  involving 
more  than  10,000  trainees.  As  with  the 
Westinghouse  program,  ProfiTrain  con- 
tinues to  be  highly  successful. 
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WE'RE  SPREADING  LOV€ 
ALL  OVER  TEXAS. 


Southwest  Airlines  built  its  reputation  on 
love.  With  beautiful  hostesses,  free  drinks  and  fares 
that  start  at  just  $15!  At  the  best  times  to  the  most 
convenient  airports  in  Texas. 

We  fly  Boeing  737  super  jets  between 
Dallas,  Houston,  San  Antonio  and  the  Rio  Grande 
Valley.  And  this  year,  we're  spreading  our  love 
to  Corpus  Christi,  Midland/ Odessa,  Lubbock, 
El  Paso  and  Austin. 


That  makes  us  Texas'  number  one  airline. 
Traded  on  the  American  Stock  Exchange  under 
the  symbol  "LUV'.' 

So  if  you're  traveling  in  Texas,  save  time 
and  money.  And  get  love! 

Because  no  matter  how  you  spell  it,  that's 
Southwest  Airlines. 


Today's  typical  Texan  shuns  a  home  on  the  range  for  the  many  advantages  of  city  living 


NO  OTHER 
MORTGAGE  BANKER 
IN  THE  WORLD  HAS 
SO  MANY  PLACES 
TO  CALL  HOME. 


ALABAMA 

Huntsville 
Montgomery 

ALASKA 

Anchorage 

ARIZONA 

Phoenix 
Tucson 

ARKANSAS 

Little  Rock 

CALIFORNIA 

Fresno 

Garden  Grove 
Hayward 
Panorama  City 
Sacramento 
San  Bernardino 
San  Diego 
San  Jose 

COLORADO 

Denver 


CONNECTICUT 

Hartford 
New  Haven 
Stamford 

DELAWARE 

Wilmington 

FLORIDA 

Coral  Gables 
Ft.  Pierce 
Melbourne 
Miami 
Orlando 
Satellite  Beach 
Tampa 
Titusville 

GEORGIA 

Atlanta 
Decatur 

IDAHO 

Boise 

ILLINOIS 

Hillside 

KENTUCKY 

Louisville 


LOUISIANA 

New  Orleans 
Shreveport 

MARYLAND 

Hyattsville 
Towson 

MICHIGAN 

Southfield 

MISSOURI 

St.  Louis 

MONTANA 

Billings 

Bozeman 

Missoula 

NEVADA 

Las  Vegas 

NEW  MEXICO 

Albuquerque 

NORTH  CAROLINA 

Charlotte 
Winston-Salem 


OHIO 

Cincinnati 

Dayton 

Youngstown 

OKLAHOMA 

Oklahoma  City 
Tulsa 

OREGON 

Portland 

PENNSYLVANIA 

Camp  Hill 
Erie 

Lancaster 
Philadelphia 
Pittsburgh 
West  Reading 
Willow  Grove 

SOUTH  CAROLINA 

Columbia 

TENNESSEE 

Chattanooga 
Knoxville 
Memphis 
Nashville 


TEXAS 

Austin 

Corpus  Christi 
Dallas 
El  Paso 
Fort  Worth 
Houston 
Lubbock 
McAllen 
San  Antonio 

UTAH 

Orem 

Salt  Lake  City 

VIRGINIA 

Chesapeake 
Richmond 
Virginia  Beach 
Woodbridge 

WASHINGTON 

Lynnwood 
Renton 
Seattle 
Tacoma 

WYOMING 

Casper 


o 

Lomas  &  Nettleton 


Lomas  &  Nettleton  Financial  Corporation 
The  Lomas  &  Nettleton  Company 
Lomas  &  Nettleton  Mortgage  Investors 
For  annual  reports  write  our  Corporate  Headquarters: 
2C01  Bryan  Tower,  Dallas,  Texas  75201  Telephone  (214)  748-0511 


Texas 
Goes 

Cosmopolitan 


Today's  typical  Texan  probably  feels 
more  at  home  in  a  business  suit  than  wes- 
tern wear  and  cowboy  boots.  The  reason? 
Some  80  percent  of  the  12.2  million  Tex- 
ans  are  urbanites,  even  more  than  the 
nation  as  a  whole  with  a  73.5  average. 
Typically  today  too,  the  Texan's  home  is 
in  one  of  25  metromarkets  in  a  state  rank- 
ing 3rd  in  population  after  California  and 
New  York. 

As  a  result  of  the  trend  toward  urban- 
ization and  industrialization, Texans  have 
enjoyed  substantial  growth  rates  in  all 
business-related  activities  in  spite  of  in- 
flation and  recession.  With  an  effective 
buying  income  of  $57.6  billion  in  1975, 
the  state  ranked  5th  in  the  nation  exceed- 
ing the  total  combined  incomes  of  Ar- 
kansas, Louisiana,  New  Mexico  and  Ok- 
lahoma, its  primary  market.  Percapita  in- 
come in  1975  was  estimated  at  $5,387  by 
the  U.S.  Department  of  Commerce. 

During  the  same  year,  retail  sales  were 
pegged  at  $36.8  billion,  giving  the  state  a 
3rd  place  ranking,  and  also  exceeding  the 
combined  totals  of  the  states  in  its  prim- 
ary market  by  more  than  $11  billion. 
Ranking  3rd  among  states  in  both  retail 
and  service  establishments,  Texas  ranks 
4th  in  wholesale  trade,  5th  in  bank  assets, 
and  6th  in  savings  and  loan  assets. 

With  a  growth  rate  exceeded  only  by 
California  and  Florida,  and  a  population 
estimated  to  reach  13-7  million  by  1980, 
Texas  promises  to  continue  being  a  lucra- 
tive market  for  growth-minded  firms. 


Retail  sales  of  $36.8  billion  are  third  highest 
in  the  nation. 
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Quality,  Dependability,  Energy  Efficiency. 


Today's  Consumer  Demands 
Have  Been  Our  Standards  For  Over  100  Years. 


Suddenly,  consumers  everywhere 
ealize  they  need  products  that  work 
setter,  last  longer,  use  less  energy, 
and  protect  the  environment  At 
Wylain,  we've  been  making  these 
■cinds  of  products  for  a  long  time. 
\nd  today,  we're  expanding  to  meet 
growing  consumer  demand. 
Friedrich: 
Manufactures  air 
conditioning, 
warm  air  heating,  / 
and  commercial 
refrigeration 
products  that 
lead  the 
industry  in 
quality  and 
high  energy 
efficiency 
(EER). 

Weil-McLain:  Produces  cast-iron 
boilers  for  hot  water  and  steam 
heating  systems  for  commercial  and 
residential  use.  These  "fuel  versatile  " 
systems  use  gas,  oil  or  electric  power. 

Berko 
Electric: 

Meets  the 


growing 
demand 
for  electric  < 
resistance 
heating  products  for  home  and 
industry,  brought  about  by  dwindling 
supplies  and  rising  costs  of  gas 
and  oil. 


Red  Jacket  Pumps: 

Produces  submersible 
pumps,  motors,  jet 
and  centrifugal  pumps 
used  in  water  well 
systems,  and 
submersible  pumps 
for  the  petroleum 
industry.  Red  Jacket 
submersible  pumps 
meet  the  increasing 
demands  for 
deeper  wells  to  satisfy  the  country's 
growing  water  needs. 
Hydr-O-Matic  Pumps: 

Manufactures 
pumps  to 
transfer  waste 
water  and 
sewage  in 
engineered 
sewage  disposal 
systems,  thus 
satisfying  a  vital 
environmental  need. 
Swimquip:  With  its 
long-standing  reputation  for 
innovative  products  for 
residential  and  commercial 
swimming  and  decorative 
pools,  Swimquip 
manufactures  filters, 
pumps,  safety 
equipment,  and 
other  quality  pool 
accessories. 
Continental  Homes: 
Manufactures  modular  and 
panelized  homes,  schools,  and 


small  commercial  buildings  and 
conventional  homes.  A  unique 


construction  method  introduced  by 
Continental  in  1976  provides  for 
more  insulation,  resulting  in  energy 
savings  for  the  homeowner. 
Barry  Blower.  Produces  heavy  duty, 
high  performance  centrifugal  fans  to 
move,  vent,  and  circulate  air. 


These  fans  play  an  important  role  in 
cleaning  and  de-humidifying  heated 
or  cooled  air,  for  a  variety  of 
industrial  and  commercial 
applications. 
Moldcast 
Lighting:  Designs 
and  manufactures 
high  efficiency 
architectural  site 
lighting  fixtures,  for 
beauty  and  safety. 
These  vandal 
resistant  outdoor 
lighting  fixtures 
feature  patented 
optical  systems  to  produce  maximum 
light  for  minimum  energy  costs. 


Wylain 


Dallas,  Texas 


Figuratively  speaking: 

We  moved 
voiir  company  to 

SanAntonio.  Vour 

(Motit potential 

and  lifestyle  are 
real  eye  (ipeners. 

We  hired  The  Fantus  Company, 
world-famed  facilities  location  con- 
sultant, to  identify  the  types  of  com- 
panies which  would  profit  most  with 
a  location  in  San  Antonio. 

And  why. 

Fantus  came  up  with  13.  Without 
including  such  known  successes  as 
apparel,  aircraft,  and  foods.  And 
made  an  in-depth  study  of  each. 
Complete  with  all  of  the  costs  of 
operation.  Plus  details  on  things 
like  supporting  industries  and 
the  competition. 

Most  important  is  the  cost/profit 
model.  It  shows  what  the  costs  of 
operating  and  potential  profit  of  a 
company  like  yours  in  San  Antonio 
would  be.  The  profit  potential? 
Truly  incredible. 

And  that's  only  half  the  story. 

The  other  half  is  livability.  In  a 
winter  resort,  at  non-resort  rates.  In 
a  historic  summer  vacation  center. 
With  an  exceptionally  enchanting 
downtown  river.  Marvelous  collec- 
tions of  art  and  artifacts,  fabulous 
fiestas  and  professional  sports,  sym- 
phonies and  rodeos. 

Whv  not  drop  Ralph  Thomas  a 
line?  Or  give  him  a  call?  512/226-1394. 
For  the  Fantus  Report  that  fits  your 
kind  of  company  into  our  kind  of 
lifestyle.  Beautifully. 

Fantus  Reports  are  now  available  on  each  of  these 
potentially  profitable  types  of  companies:  □  Oil- 
field Tools,  a  Mattress  and  Dual  Purpose  Furni- 
ture, D  Continuous  Business  Forms,  C  Power  & 
Switching  Apparatus,  □  General  Office,  □  In- 
surance Office,  □  Food  Packaging  Machinery,  □ 
Patient  Diagnostic  Equipment,  □  Cosmetic  and 
Pharmaceutical  Skin  Care  Products,  □  Publica- 
tions, Printing  and  Binding,  □  Rubber  and  Plas- 
tic Household  Specialties. 


San  Antonio 

Economic  Development 
Foundation,  Inc. 

P.O.  Box  1628SS 
San  Antonio,  Texas  782% 

512)  226-1394 


San  Antonio. 
Good  torgnming  things 
Like  profits  and  people. 


Filming: 
The  Glamor 
Industry 
Turns 
to  Texas 


Their  Lives  by  a  Slender  Thread,  filmed 
in  1913,  was  only  a  three-reeler,  but  it 
was  the  first  of  some  20  major  morion 
pictures  filmed  in  Texas  before  1970. 
Mostly  Westerns  one  would  be  inclined 
to  guess,  although  hardly  true. 

As  a  matter  of  fact,  the  early  film- 
makers did  take  advantage  of  West 
Texas'  wide  open  spaces,  but  rarely  for 
sagas  of  the  purple  sage.  Instead,  the  fare 


included  films  like  The  Big  Parade,  The 
Rough  Riders,  The  Fall  of  the  Alamo.  The 
Alamo.  T he  Sundou  tiers.  Viva  Zapata,  and 
Giant,  plus  others  like  Wings  and  West 
Point  of  the  Air  which  made  good  use  of 
the  state's  military  bases. 

During  the  seventies,  the  trickle  of 
productions  widened  into  a  stream  which 
virtually  tripled  the  previous  all-time 
total  as  both  major  studios  and  indepen- 
dents turned  their  backs  on  Hollywood 
traditions  for  less  expensive  locations. 
Pictures  filmed  overseas,  while  cheap, 
usually  turned  out  to  be  just  that,  and 
often  caused  more  problems  than  were 
solved.  Little  wonder  producers  returned 
to  more  familiar  shores,  and  more  speci- 
fically to  the  South  and  Southwest  sun- 
belt where  filming  is  generally  least  ham- 
pered by  weather. 

The  Texas  Governor's  Office,  re- 
sponding to  the  need  for  a  central  source 
of  information  on  locations  and  support 
services,  and  to  provide  liaison  with  gov- 
ernment agencies,  organized  the  Texas 
Film  Commission  in  1 9"7 1 .  In  spite  of  the 
state's  sand  and  sage  stereotype,  results 
were  almost  immediate.  Location  scouts 
found  that  summertime  scenes  of  the 
Land  o'  Lakes  could  be  shot  in  East  Texas' 
Piney  Woods  in  midwinter,  that  Florida's 
beautiful  beaches  were  largely  unin- 


The  Dallas  Market  Ce 
were  some  900  Texar 


iter  provides  the  futuristic  setting  for  Logan's  Run  Employed 

s  as  extras  and  technicians. 
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The  more  we  can  put 
all  this  power  to  work, 
the  easier  it  will  be 

to  keep  us  running 
and  warm. 


COAL  POWER        NUCLEAR  POWER 


SOLAR  POWER 


CONSERVATION  POWER 


It'll  be  awhile  before  a  lot  of  Americans 
thaw  out  and  forget  the  Winter  of  77. 

One  thing  it  made  clear  was  that  our  country 
has  a  real  energy  problem.  Natural  gas,  the 
fuel  that  heats  more  than  half  of  America's 
homes,  is  in  short  supply,  and  meeting 
demand  is  difficult. 

And,  we've  got  problems  with  our  domestic 
oil  supply.  We  now  have  to  import  over  40%  of 
our  oil  needs.  In  three  years,  this  figure 
is  expected  to  reach  50%. 

What's  going  to  ease  the  situation? 
A  combination  of  things. 

We've  got  to  find  and  develop  more 
domestic  oil  and  gas.  That's  top  priority.  But, 
we've  also  got  to  get  busy  expanding  and 
developing  other  sources  of  energy. 


America  has  more  coal  than  any  other  country 
in  the  free  world.  It's  a  logical  candidate 
to  help  ease  the  burden  carried  by  oil  and  gas 
Nuclear  energy  can  be  a  big  help,  too. 
And  solar  power  can  make  a  contribution. 

And  while  we're  developing  all  of  these, 
we  can't  overlook  another  source  of  energy 
that's  readily  available  to  us— our  conservation 
efforts.  The  National  Petroleum  Council  has 
estimated  that  American  families  could  save 
14%  of  the  energy  used  in  their  homes. 
Over  the  course  of  a  year,  that  would 
save  as  much  oil  as  our  country 
imports  in  one  month. 

And  that's  a  lot  of        '  _ 
energy  for  a  strong  C^lON 
America. 


Energy  for  a  strong  Americ; 


K 


You'll  find  the  nation's  No.  I  Business  Climate* 
has  a  beautiful  "people  climate,"  too. 

When  a  clean,  modern  coastal  city  of  222,000  is  also  one  of  the  na- 
tion's largest  ports  --  and  the  favorite  resort  area  of  the  state  which 
gained  the  most  new  manufacturing  jobs  since  1967,  there  the  Good 
Life  can  meet  a  Great  Bottom  Line.  Land,  labor,  sailing,  fishing,  hunt- 
ing all  so  plentiful  they're  surprisingly  low  cost.  Send  for  the  facts. 
Mail  this  ad  with  your  business  card  to  Brodie  Allen,  Director, 
Corpus  Christi  Industrial  Commission,  Box  640  -  F,  Corpus 
Christi,  Texas  78403. 

(orpu/  Chri/ti 

"Sparkling  City-by-the-Sea"  on  the  Texas  Tropical  Coast. 

•■-Texas  ranked  #1  in  August,  1975  FANTUS  "Study  of  the  Business  Climate  of  the  States''  for  III.  Mfgrs.  Assoc. 


Texas  is  blessed  with  a  climate 
and  abundant  natural  resources 
that  attract  growing  businesses. 
And  we  at  Entex  have  been  serving 
this  part  of  the  country  for  more 
than  a  hundred  years,  supplying 
clean,  efficient  natural  gas  to  com- 
panies just  like  yours.  Now,  we're 
ring  forward  to  the  next  century. 

A  Houston-based 
.energy  company. 


habited  in  Texas.  They  also  found  his- 
tory, vintage  towns,  nostalgia,  Manhattan 
skylines  without  hustle  or  hassle;  and 
incredibly,  for  a  frontier  state,  architec- 
ture of  the  future. 

The  increase  in  filming  activity  in- 
spired rapid  growth  in  such  related  fields 
as  equipment  rental,  talent  and  casting 
agencies,  film  labs  and  catering  services. 
Fortunately,  the  state  possessed  an  ad- 
vantage in  having  more  television  sta- 
tions than  any  other,  and  was  recognized 
as  being  a  leading  producer  of  television 
commercials.  As  such,  many  of  the  tools 
of  the  trade  including  technicians  and 
equipment  were  readily  available.  It  was 
a  simple  step  for  many  videotape  and  film 
production  houses  experienced  in  Tv 
filming  and  documentaries  to  gear  up  for 
feature  film  production.  As  a  result,  the 
number  of  qualified  technicians  has  in- 
creased 100  percent,  and  the  state  now 
boasts  the  Southwest's  largest  lighting 
and  grip  inventory,  and  its  only  33mm 
color  developing  laboratory  providing 
"daily"  screening  services.  This  facility  is 
but  one  of  35  companies  providing  film 
production  services  in  Dallas  alone. 
Houston  is  as  heavily  involved,  and  to  a 
slightly  lesser  extent,  the  Austin-San  An- 
tonio area. 

Twentieth  Century-Fox  in  1975  was 
the  first  major  studio  to  produce  a  film 
entirely  with  Texas  equipment  and  crews. 
Cottage  Films/Columbia  Pictures  fol- 
lowed suit,  but  with  a  Texas  cast  in  addi- 
tion. As  a  result  of  the  widespread  use  of 
local  facilities  and  talent,  approximately 
50  percent  of  the  filming  budgets  is  esti- 
mated to  remain  in  Texas  as  opposed  to  a 
30  percent  average  in  the  early  seventies. 
The  economic  impact  is  substantial  since 
budgets  for  1975  and  1976  totalled  $60 
million,  a  considerable  jump  from  the 
previous  two  years'  $18  million  and  the 
1971-72  total  of  $10  million. 

With  $17.5  million  in  films  already 
underway  or  scheduled  for  this  spring, 
the  momentum  is  obviously  continuing. 
This  is  most  gratifying  to  Texans  since 
the  availability  of  support  services  and 
fresh,  new  locations  is  making  film  pro- 
duction in  the  Lone  Star  State  a  year- 


Extensive  television  production  capabilities 
offer  filmmakers  the  Southwest's  largest  in- 
ventory of  equipment,  technicians. 
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!  around  operation  instead  of  merely  a 
wintertime  thing.  Also  gratifying  is  the 
rise  of  the  state's  own  independent  pro- 
ducers who  are  not  only  filming  box  of- 
fice successes,  but  who  have  found  solu- 
tions to  film  distribution  problems.  And 
Texans  in  other  fields  have  responded. 
Those  with  money  to  invest  can  now  get 
guidance  and  counselling  from  local  fi- 
nancial packaging  professionals.  Colleges 
and  universities  are  offering  courses  in 
film  production,  and  at  least  one  high 
school  has  a  cinematography  depart- 
ment. Hotels,  catering  services,  charter 
airline  and  helicopter  services  are  now 
familiar  with  the  special  needs  of  movie 
makers  and  help  productions  run  more 
smoothly. 

While  those  charged  with  fostering  the 
development  of  the  film  industry  take 
pardonable  pride  in  its  growth  and  in  the 
rise  of  the  state's  own  successful  pro- 
ducers, they  do  not  envision  Texas  or  any 
other  area  as  becoming  Hollywood's  suc- 
cessor. They  do  see  the  industry  as  a  sol- 
id, substantial  contributor  to  the 
economy,  and  direct  their  efforts  toward 
providing  producers  with  whatever  sup- 
port is  needed  to  make  filming  in  Texas 
trouble-free.  Judging  from  the  number 
of  repeaters,  this  Texas  brand  of 
hospitality  is  well  received.  As  one 
pleased  producer  remarked,  "In  the  end, 
it  was  the  attitude  of  trying  to  help  us  that 
was  the  greatest  asset  of  all." 
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THE  COST 


Gerald  D.  Hines  Interests 
develops  buildings  that  project 
image,  that  bespeak  quality,  that 
make  architectural  statements  and 
make  economic  sense. 

Example:  Houston's  Pennzoil 
Place.  Recently  named  Building  of 
the  Year  by  The  New  York  Times, 
it  has  proven  that  fine  architecture 
is  possible. 

More  than  possible.  That  it  is 
economically  successful. 

Pennzoil  Place  is  fully  leased. 
Recognition  of  the  building  and  its 
architecture  have  turned  existing 
leases  into  assets. 

Pennzoil  Place  is  but  a  part  of 
the  success  story.  Gerald  D.  Hines 
Interests  has  completed  and  has 
under  construction  in  excess  of 
35,000,000  square  feet.  From  the 
Galleria  and  One  Shell  Plaza  in 
Houston  to  TWA  Headquarters 
in  Kansas  City.  And  more 
developments  in  Montreal,  West 
Virginia,  Illinois,  Mexico  City  and 
the  Mideast. 

We  can  help  you  develop  your 
building  needs.  On  an  equity  basis, 
a  partnership,  a  joint  venture  or  a 
lease  agreement.  When  you're 
ready  to  build,  contact  the  people 
at  Gerald  D.  Hines  Interests.  Our 
success  is  at  building. 
Economically.  Beautifully. 

H Gerald  D.  Hines  Interests 
2100  Post  Oak  Tower 
Houston,  Texas  77056 
(713)621-8000 


A  lifestyle  based  on  year-around  outdoor  activities  promotes  stability  among  executives 
as  well  as  employees. 


Sunbelt  Climate, 
a  Bonus 
lor  Business 


Texans  usually  refer  to  their  weather  in 
general,  as  mild.  The  National  Weather 
Service,  with  an  eye  to  greater  accuracy, 
describes  the  northern  and  western  por- 
tions as  cool  temperate,  and  the  re- 
mainder of  the  state  warm  temperate. 
Actually,  in  a  state  measuring  800  miles 
north  to  south  and  east  to  west,  and  with 
elevations  ranging  from  sea  level  to 
8,500  feet,  there  can  be  a  wide  range  of 
differences.  In  addition,  the  state  is  sub- 
jected to  northbound,  moisture-laden 
gulf  breezes,  southbound  cold  fronts  and 
dry  Mexican  westerlies.  Rainfall  varies 
from  a  55-inch  average  in  the  east  to  less 
than  10  in  the  west.  Little  wonder  state- 
wide averages  are  meaningless. 

As  an  example  of  the  effects  of  the 
diversity  of  elements,  Galveston  on  the 
Gulf  coast  enjoys  an  average  maximum 
high  of  87  degrees  during  July.  Alpine,  in 
the  Davis  Mountains  of  West  Texas,  en- 
joys a  comparable  89-  Presidio,  at  the 
foot  of  the  mountains  on  the  Mexican 
border,  just  80  miles  south  of  Alpine, 
averages  an  even  100  degrees  in  July. 
The  minimum  low  averages  in  January 
are  32  and  33  degrees  for  Alpine  and 
Presidio,  and  a  baimy  49  degrees  for  Gal- 
veston at  virtually  the  same  latitude. 

North  to  south,  temperature  extremes 
brought  about  by  differences  in  latitude 
vary  only  slightly  during  the  summer 
with  maximum  July  highs  in  the  low  to 
middle  90s.  Average  January  minimums, 
however,  range  from  the  Panhandle's  24 
degrees  with  snowfall  averaging  13-8  in- 


ches to  South  Texas'  51  degrees  with  no 
snowfall.  Excluding  the  Panhandle, 
North  Texas'  mean  minimum  averages 
36  degrees  in  January  with  2.3  inches  of 
snowfall  yearly. 

The  advantages  of  the  temperate  cli- 
mate, whether  warm  or  cool,  are  low 
wintertime  fuel  and  clothing  costs,  vir 
tually  no  production  time  losses  due  to 
snowfall  or  blizzard  conditions,  and  the 
enjoyment  of  outdoor  activities  over 
much  of  the  state  the  year  around. 


Tourists  and  Texans  alike  enjoy  winter  resort 
attractions  at  non-resort  prices. 


Why  Tandy  Corporation 
is  bullish  on  Radio  Shack 
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Although  the  above  graph  depicts  a  few  items 
not  included  in  Tandy's  retail  numbers  —  OEM 
electronic  manufacturing  and  industrial  compo- 
nent sales  to  name  two  —  Tandy  figures  are  over- 
whelmingly built  on  the  sales  floor  of  stores  in 
America,  Canada,  England,  Australia,  Belgium, 
Holland,  France,  Germany  and  Japan.  The  aver- 
age sales  ticket  (USA)  hovers  around  $12.  The 
average  store  size  runs  close  to  2100  square  feet. 
Doing  it  "our  way"  proves  that  less  can  be  more 
in  consumer  electronics! 
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Aside  from  sales  and  profits,  what  the 
decision-makers  look  for  is  growth.  Here's  the 
Radio  Shack  growth  story  in  its  simplest  terms. 
From  4174  places  in  North  America  where  Radio 
Shack  products  were  sold  in  1975,  to  5331  places 
in  1976.  Both  figures  as  of  12/31 .  An  increase  of 
1157  shops,  3.169863  PER  DAY  every  day  of 
1976.  Naturally  we're  asked  "What  are  you  going 
to  do  for  us  in  '77?"  Would  you  believe —  instant 
re-play?  Halfway  through  FY77  we  had  61 3  stores 
in  business  that  weren't  there  last  year! 


g  TANDY  CORPORATION 


WRITE  FOR  ANNUAL  REPORT:  Tandy  Corporation,  Shareholder  Relations    2727  W.  7th  St.,  Fort  Worth,  TX  76107 


How  to  sell  $38  billion  ayear 
inTexas  and  never  meet  the  public. 


A  look  at  one  of  the  state's  fastest 
growing  industries  from  the  member 
banks  of  First  City  Bank  Group. 

In  Texas  last  year,  gross  sales  were  over  $38  billion 
for  an  industry  the  public  rarely  sees  —  wholesale 
trade. 

This  figure  was  strong  enough  to  place  Texas 
fourth  in  wholesale  sales  nationally  and  sound 
enough  to  provide  employment  for  over  266,000 
residents. 

The  largest  distribution  points  are  Dallas  and 
Houston,  but  the  nature  of  the  more  than  22,000 
wholesale  distributors  reflects  the  strength  and 
diversity  of  the  entire  Texas  market.  Categorically, 


this  includes  automobiles,  agriculture,  chemicals, 
apparel,  furniture,  electrical  goods,  food,  hardware, 
industrial  machinery  and  equipment  and  lumber. 
These  businesses  and  more  contribute  significandy 
to  the  healthy  wholesale  sales  volume  in  the 
state. 

The  member  banks  of  First  City  Bank  Group 
assist  financially  in  the  smooth  flow  of  goods 
throughout  Texas. 

There  are  now  24  member  banks  with  assets  of 
over  $5  billion  in  six  important  growth  centers 
across  the  state. 


Individually,  each  bank  serves  the  businesses 
and  people  of  its  area. 

Collectively,  they  form  .  .  . 

A  major  financial  strength  behind 
Texas  industry. 


r 


FIRST 
CITY 
RANK 
GROUP 


Members  of  First  City  Bancerporation  of  Texas,  Inc.:  HOUSTON  AREA:  First  City  National  Bank  of  Houston  •  First  City  Bank  — Almeda  Genoa  •  First  City  Bank  of  Clear  Lake  •  First  City  Bank  —  Executive 
Plaza,  N.A.  •  First  City  Bank  — Fondren  South  •  First  City  Bank— Gulfgate  •  First  City  Bank  of  Highland  Village  •  First  City  Bank  of  Humble  •  First  City  Bank  — Inwood  Forest,  N.A.  •  First  City  Bank  of  La  Porte  • 
First  City  Bank— Medical  Center,  N.A.  •  First  City  Bank  — Northeast,  N.A.  •  First  City  Bank  of  Northline  •  First  City  Bank  of  Wallis;  CORPUS  CHRISTI:  Corpus  Christi  Bank  and  Trust;  DALLAS-FORT 
WORTH  AREA:  Central  Bank  and  Trust  Company  —  Farmers  Branch  *  Texas  Bank  Si  Trust  Company  of  Dallas  •  Central  National  Bank  —  Arlington  •  First  National  Bank  in  Arlington:  EL  PASO:  First  City 
National  Bank  of  El  Paso;  MIDLAND:  The  Midland  National  Bank;  ORANGE:  First  City  National  Bank  of  Orange;  PARIS:  The  First  National  Bank  of  Paris;  SAN  ANGELO:  The  First  National  Bank  of  San  Angelo 
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Arlen's  Dream  Versus 
Korvettes'  Reality 

Arlen  Realty  &  Development's  Arthur  Cohen  complains 
that  investors  don't  understand  his  company.  The  value 
of  Arlen's  real  estate  holdings  is  an  intriguing  mystery, 
all  right.  But  Wall  Street  understands  only  too  well 
that  Arlen's  Korvettes  subsidiary  has  serious  problems. 


By  PAUL  BLUSTEiN 

One  day  Glenn  Snyder,  a  Progressive 
Grocer  editor,  walked  into  a  Korvettes 
store  near  his  midtown  Manhattan  of- 
fice. "I  was  looking  for  an  emergency 
flashlight  to  keep  in  my  car,"  Snyder 
recalls.  "I  found  one  with  the  manu- 
facturer's printed  price,  $4.98,  on  the 
corner  of  the  package,  but  it  wasn't 
marked  down,  which  surprised  me.  I 
saw  an  assistant  manager  and  asked 
what  the  hell  was  going  on:  After  all, 
the  printed  price  is  supposed  to  be 
for  little  mom-and-pop  stores  with 
huge  markups,  not  a  discount  chain 
like  Korvettes.  He  said,  'Oh,  we're  not 
a  discount  store  anymore.'  " 

Korvettes,  the  original  mass-mer- 
chandising discount  chain  that  is  now 
a  subsidiary  of  Arlen  Realty  &  De- 
velopment Corp.,  has  been  trying  to 
convince  consumers  it  is  a  "quality 
promotional  department  store."  Indi- 
cations are  it  has  succeeded  in  con- 
fusing customers  about  its  identity. 

The  figures  tell  the  story:  After 
losing  money  or  barely  breaking  even 
in  recent  years,  Korvettes  lost  $11  mil- 
lion on  $454  million  in  sales  from  op- 
erations in  the  nine  months  ended 
Nov.  27,  1976.  True,  that  doesn't  in- 
clude the  Christmas  selling  season; 
but  consider  that  in  the  same  nine 
months  of  Arlen's  previous  fiscal  year, 
Korvettes'  sales  were  higher— $456 
million— and  the  chain  earned  $2  mil- 
lion. Things  look  so  bad  that  even  the 
trade  press  is  running  articles  with 
titles  like  "Can  Korvettes  Stay  Afloat?" 
(Discount  Store  News,  Mar.  14). 

It  wasn't  supposed  to  happen  that 
way.  When  Arlen  Group  merged  in 
1971  with  Spartans  Industries,  the 
manufacturing-retail  company  that 
owned  Korvettes,  the  idea  was  that 
Arlen's  real  estate  depreciation  would 
shelter  Korvettes'  earnings  from  taxes. 
The  trouble  is,  the  hoped-for  earn- 


ings haven't  been  there  to  shelter. 

For  Arlen,  the  U.S.'  biggest  pub- 
licly held  real  estate  company,  Kor- 
vettes' problems  are  bad  enough  by 
themselves.  But  Korvettes  is  also  one 
of  Arlen's  biggest  tenants:  Of  58^  Kor- 
vettes store  locations,  Arlen  owns  27. 
So  Arlen  has  a  double  stake  in  seeing 
that  Korvettes  remains  viable. 

David  Brous,  43,  Korvettes'  presi- 
dent, still  hopes  to  draw  bargain 
hunters  into  his  stores  by  promoting 
so-called  "traffic  appliances"  (toasters, 
driers,  coffee  makers,  etc.),  records 
and    books— the    items    Korvettes  is 


famous  for— and  then  get  them  to  shop 
Korvettes  for  higher-fashion  apparel 
while  they're  in  the  store.  But  critics 
doubt  if  it  can  be  done. 

"If  you've  gotten  people  into  the 
store  under  the  impression  that  you're 
a  cheap  store,  and  then  you  try  to 
sell  them  stuff  that's  higher  priced, 
higher  quality,  they're  not  going  to 
buy  it,"  says  one  veteran  retail  ob- 
server. "Consistency  of  image  is  very 
important."  Brous  replies  that  his  plan 
is  "an  ongoing  program"  that  won't 
produce  overnight  results.  "While 
people  have  at  the  back  of  then- 


Image  Problem:  Some  think  Arlen's  Korvettes  chain  is  a  discounter;  others 
think  it's  a  department  store.  It's  clear,  though,  that  losses  are  mounting. 
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Boat  Ir 


Higher  liability  awards  and 
a  sharp  rise  in  boat  values  have 
combined  to  make  the  right  in- 
surance more  necessary  than 
ever  for  boat  owners* 

A  brief  review  by  INA  of 
an  insurance  topic  of  general 
interest. 


Of  the  9  million  pleasure  boats  in  the  United 
States,  some  twenty  percent  lack  any  kind  of  in- 
surance whatever— either  for  the  boat  itself  or  for 
the  damage  and  bodily  injury  for  which  its  owner 
might  be  liable.  Additional  millions  of  craft  have 
inadequate  insurance  protection. 

Yet  the  hazards  of  boating  are  real,  as  every 
experienced  skipper  knows.  In  1975,  nearly  1,500 
people  lost  their  lives  in  boating  accidents,  accord- 
ing to  the  U.  S.  Coast  Guard. 

At  the  same  time,  the  drastically  higher  court 
awards  in  liability  suits  generally  have  also  affected 
boating.  Boat  owners  found  liable  for  serious  bodily 
injury,  for  example,  have  faced  awards  of  as  much 
as  half  a  million  dollars— a  far  higher  figure  than 
would  have  been  thought  possible  five  years  ago. 
Without  insurance,  such  an  award  could  have  a 
significant  impact  in  the  case  of  the  corporately 
owned  boat,  and  a  catastrophic  impact  in  the  case 
of  individually  owned  craft. 

Admiralty  law,  which  applies  to  boating,  is 
somewhat  different  from  the  laws  ashore.  An  owner 
of  a  boat  has  special  legal  responsibilities  to  his 
crew,  for  instance,  and  injury  to  one  of  the  crew  can 


lead  to  significant  liabilities. 

Moreover,  the  value  of  boats  themselves  has 
been  increasing  steadily.  A  boat  bought  new  for 
$25,000  ten  years  ago  may  now,  if  it  has  been  well 
cared  for,  have  a  market  value  of  upwards  of 
$35,000,  while  an  equivalent  new  boat  could  cost 
$60,000.  If  it  sank  or  was  stolen,  inadequate  in- 
surance or  none  at  all  could  mean  that  the  owners 
sailing  days  are  over— at  least  in  the  class  of  boat 
he  or  she  had  become  used  to. 

Experience  counts 

In  contrast  to  auto  or  home  insurance,  insuring 
the  larger  boat  is  not  primarily  a  matter  of  cut- 
and-dried  rate  tables.  Marine  underwriters  have 
wide  latitude,  based  on  professional  insights,  as  to 
what  makes  for  safe  boating— with  the  nature  of 
the  boat  and  the  experience  of  the  boat  owner  given 


;urance 


priority  in  writing  and  pricing  insurance  policies. 
Nor  is  boat  insurance  automatically  available. 

What  should  a  boat  owner  consider  in  buying 
insurance  today?  The  two  main  categories  are  pro- 
tection of  the  boat  itself  (hull  insurance)  and  pro- 
tection against  property  damage  and  bodily  injury 
liabilities  arising  from  its  use  (protection  and  in- 
demnity or  P&I  insurance).  Under  a  homeowners 
policy,  some  coverage  may  be  available  for  smaller 
craft,  but  with  major  limitations.  Sometimes  more 
extensive  boat  coverage  can  be  added  to  the  home- 
owner's policy  at  additional  cost. 

For  any  sizable  boat,  the  best  bet  is  undoubtedly 
a  separate  yacht  policy —a  "yacht"  being  any  water- 
craft  used  solely  for  pleasure,  from  huge  seagoing 
diesels  to  sailboats  on  lakes  and  rivers. 

Simpler  than  a  homeowners  policy,  the  yacht 
policy  is  packaged  in  convenient  forms  for  different 


kinds  of  power  and  sailboats.  It  usually  offers  com- 
prehensive "all  risks"  protection,  including  the  hull 
and  all  gear  needed  for  maintenance  and  navigation, 
as  well  as  P&I  coverage.  In  addition,  insurance  for 
medical  payments,  personal  effects  and  Federal 
Harborworkers'  compensation  is  commonly 
included. 

A  business  or  corporation  owning  a  yacht  all 
too  often  assumes  that  the  conventional  business 
insurance  program  covers  all  the  marine  liabilities 
that  a  yacht  is  exposed  to  wherever  it  may  be.  Such 
an  assumption  can  be  a  dangerous  one. 

Whether  a  pleasure  craft  is  owned  by  an  in- 
dividual or  a  business,  the  many  aspects  of  boat 
insurance  should  be  reviewed  with  an  agent  or 
broker  before  making  a  decision.  As  a  guide  to 
pleasure  boat  insurance,  INA  has  prepared  a  book- 
let entitled,  "Boat  Insurance:  Some  Professional 
Considerations!'  Copies  may  be  requested  by  writ- 
ing INA  Corporation,  1600  Arch  Street,  Phila- 
delphia, Pa.  19101. 

*      *  * 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadelphia, 
in  1792.  Today  INA  and  its  affiliated  companies 
operate  around  the  world  with  major  interests  in 
property  and  casualty  insurance,  marine  and  avia- 
tion insurance,  life  and  group  insurance,  reinsur- 
ance and  risk  management  services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 

INIV 

Insurance  Professionals 


Arlen's  Cohen:  Will  his  big  position 
in  shopping  centers— a  hot  item  these 
days— be  the  bonanza  he  hopes  for? 

minds  that  Korvettes  is  known  for 
hard  goods  and  for  price,"  he  says, 
"we  have  to  get  them  to  see,  bit  by 
bit,  the  right  [soft  goods]  merchan- 
dise at  the  right  time." 

He  has  a  point:  Such  a  program 
does  take  time.  On  the  other  hand, 
he  has  been  at  it  for  four  years,  and 
doesn't  seem  to  have  made  much 
headway.  "They've  got  a  bunch  of 
the  brightest  people  up  there  you 
could  possibly  talk  to,  in  terms  of  ed- 
ucation," says  one  former  Arlen  execu- 
tive still  involved  in  New  York  retail- 
ing. "But  I'm  afraid  they  don't  have 
any  seat-of-the-pants  merchants  and 
retailers."  The  Ivy  League-type  back- 
ground of  some  of  the  management, 
he  adds,  led  to  the  switch  from  dis- 
counting to  a  more  high-class  image: 
"They  could  do  a  hell  of  a  lot  more 
business  if  they  would  get  down  to 
earth  and  try  to  become  what  people 
want  them  to  be,  instead  of  what  they 
want  to  become." 

That's  a  damning  indictment,  and 
one  that  obviously  gives  Wall  Street 
the  jitters,  as  can  be  seen  from  the 
price  of  Arlen's  stock:  at  3,  it  is  far 
below  its  1972  high  of  24H. 

But  Arthur  Cohen,  46,  Arlen's 
chairman,  contends  that  Wall  Street 
doesn't  understand  his  company.  "To 


get  proper  recognition  on  Wall  Street, 
you  have  to  have  earnings,"  says  Co- 
hen. Arlen  reported  a  $24-million  loss 
in  its  fiscal  year  ended  Feb.  29,  1976, 
but  Cohen  says  that  investors  don't 
understand  that  the  figure  is  a  mis- 
leading indicator  of  the  company's 
performance. 

Why  misleading?  Because  it  •in- 
cludes over  $30  million  in  deprecia- 
tion and  other  noncash  charges  against 
the  company's  real  estate— although 
the  real  estate  is  actually  appreciating. 
Add  back  the  realty  depreciation,  and 
Arlen  figures  it  really  earned  "net  op- 
erating income"  of  $9.7  million  in  fis- 
cal 1976.  According  to  Cohen,  and 
other  real  estate  men  as  well,  the  in- 
vestment community  doesn't  under- 
stand that  cash  flow— rather  than  re- 
ported earnings— is  the  proper  stan- 
dard by  which  to  judge  a  real  estate 
company,  for  which  depreciation  is  a 
meaningless  accounting  exercise. 

There's  litde  doubt  that  Wall  Street 
doesn't  understand  Arlen;  not  a  sin- 
gle analyst  follows  the  company.  Its 
$1.5-billion  book  value  of  real  estate 
is  spread  over  400  parcels  across 
39  states,  making  it  very  tough  to 
track.  What's  more,  retail  analysts 
have  difficulty  understanding  Arlen's 
retail  business— although,  as  one  wag 
put  it,  "They'd  understand  it  if  Arlen 
owned  Sears  instead  of  Korvettes." 

The  analysts  say  that  they  have  no 
problem  understanding  good  real  es- 
tate companies  when  they  can  find 
them,  and  that  they'll  pay  due  respect 
to  cash  flow  if  it's  healthy  and  if  in- 
vestors are  offered  some  of  the  cash 
in  dividends.  Says  Morris  Mark  of 
Goldman  Sachs,  "I  think  companies 
like   General   Growth   Properties  or 


fiscal  1977,  Arlen  showed  a  net  op- 
erating income  deficit  of  $8.9  million. 
Why  the  decline?  The  main  reason, 
Cohen  says,  is  that  Arlen  stopped  sell- 
ing its  premier  shopping  center  prop- 
erties when  the  real  estate  market 
went  sour  in  1973-75;  the  company 
chose  to  hold  on  to  them  instead.  But 
Korvettes'  losses  were  a  factor  in  pull- 
ing the  cash  flow  figure  down,  too. 

Arlen  recently  announced  that  it 
would  resume  selling  its  real  estate, 
and  that  it  plans  to  liquidate  large 
chunks  of  property.  In  fact,  Cohen 
plans  a  whole  new  game  plan  for  Ar- 
len. Instead  of  trying  to  convince  in- 
vestors of  the  virtues  of  tax-sheltered 
cash  flow,  Cohen  has  decided  to 
give  Wall  Street  what  he  believes  it 
wants:  reported  earnings  per  share. 
(Cohen  has  good  reason  for  wanting 
to  impress  Wall  Street  any  way  he 
can:  He  owns  26%  of  Arlen's  19.7  mil- 
lion shares. ) 

The  new  Arlen  strategy  involves  a 
big  sell-off  of  its  real  estate,  al- 
though Cohen  doesn't  plan  a  whole- 
sale liquidation  of  the  company.  He 
does  plan  to  convert  Arlen's  apart- 
ment properties  into  condominiums 
and  sell  them  off,  but  he  plans  to  sell 
only  partial  interests  in  the  properties 
Arlen  is  best  known  for:  shopping  cen- 
ters. He  hopes  to  sell  75%  interests 
in  many  of  his  centers,  retaining  25% 
of  the  equity  (and  the  management 
responsibility)  for  Arlen.  The  idea  is 
to  book  earnings  by  selling  property 
—at  a  profit,  he  hopes— and  unburden 
Arlen  of  the  depreciation  charges  that 
depress  net  income.  Voild!  Earnings 
per  share. 

Actually,  there's  more  behind  Co- 
hen's liquidation  program  than  the 


". . .  Arlen  is  an  intriguing  entity  in  that  it  controls 
a  billion  and  a  half  in  real  estate— at  cost.  But 
then,  you've  got  to  come  back  to  Korvettes  . . ." 


Continental  Illinois  Properties  or  Ko- 
ger  Properties  have  demonstrated 
that."  All  three  companies  pay  a  divi- 
dend, and  their  stocks  are  performing 
nicely. 

Arlen  pays  no  dividend;  its  debt 
covenant  prohibits  it  from  doing  so, 
and  Cohen  says  none  is  contemplated. 
In  the  past  couple  of  years,  Arlen's 
cash  flow,  once  substantial,  hasn't  been 
sufficient  for  a  dividend  anyway.  In 
the  year  ended  Feb.  29,  1972,  Arlen's 
"net  operating  income"— earnings  from 
operations  before  realty  depreciation 
—was  $32  million;  in  fiscal  1973,  an 
even  fatter  $37  million.  But  in  1974, 
the  figure  dropped  to  $19  million;  in 
1975,  $3.5  million;  in  1976,  $9.7  mil- 
lion. And  in  the  first  nine  months  of 


cosmetic  need  to  lift  depreciation 
charges  from  the  books.  There's  also 
Arlen's  need  for  cash.  As  pointed  out 
above,  Arlen's  cash  flow  from  rental 
income  and  Korvettes  has  been  sub- 
standard lately;  in  fact,  Arlen  recent- 
ly had  to  pick  up  the  $7.7-million 
tab  for  a  Korvettes'  loss  sustained  in 
closing  its  furniture  and  carpet  de- 
partments. Meanwhile,  other  demands 
on  Arlen's  cash  resources  have  con- 
tinued to  mount. 

First,  there's  Arlen's  substantial  debt 
load— $1.3  billion  total,  over  half  in 
long-term  mortgages  on  individual  Ar- 
len properties.  What's  more,  Arlen  is 
finding  that  it  takes  more  cash  than 
ever  to  develop  and  maintain  proper- 
ties these  days— and  Arlen  has  plenty 


88 


FORBES,  APRIL  15,  1977 


Playing  The  Percentages 

Arlen  Realty  &  Development  Corp.  doesn't  own  all  of  the  approxi- 
mately $1.5  billion  in  real  estate  that  it  controls.  The  portfolio  is  divided 
between  itself  and  USIF,  an  offshore  real  estate  investment  fund  whose 
properties  were  merged  into  Arlen  Realty,  Inc.  (an  ARDC  subsidiary)  in 
197S.  Arlen  Realty,  in  turn,  owns  31%  of  USIF.  In  effect,  ARDC's 
stockholders  receive  only  58%  of  the  benefits  from  ARI's  real  estate 
operations.  But  the  Korvettes  subsidiary  is  another  story.  ARDC  owns 
the  troubled  retailer  lock,  stock  and  problems. 


of  commitments  to  do  both.  In  the 
old  days  Cohen  was  a  master  at 
swinging  mortgage  deals  to  obtain 
cash,  but  that  game  is  becoming  more 
difficult.  "Most  lenders  have  had  it 
with  these  100%,  110%  loans,"  says  one 
successful  real  estate  executive.  "Co- 
hen will  be  able  to  borrow,  but  he 
isn't  going  to  be  able  to  borrow  100%. 
He's  going  to  be  able  to  borrow  80% 
or  75%." 

Cohen  doesn't  deny  that  his  liqui- 
dation program  is  in  part  motivated 
by  the  need  for  cash.  But,  he  says, 
the  new  strategy  is  primarily  aimed  at 
producing  earnings— and  he  leaves  no 
doubt  that  he  expects  to  obtain  them. 

Take  shopping  centers.  The  shop- 
ping center  business  is  one  of  the  few 
real  estate  areas  that  held  up  in  the 
recession  (Forbes,  June  1,  1976),  and 
Arlen  has  more  space  to  rent— nearly 
50  million  square  feet— than  anyone 
else  in  the  game.  Both  offshore  and 
domestic  investors  are  snapping  up 
shopping  centers,  and  a  knowledge- 
able real  estate  source  confirms  Co- 
hen's contention  that  there  is  already 
great  interest  in  the  75%  equity  deals 
he  is  offering  in  his  centers. 

In  many  of  his  property  sales,  Co- 
hen plans  to  take  advantage  of  his 
old,  low-interest  mortgage  structure 
by  issuing  "wraparound"  mortgages 
on  the  property  he  sells.  The  idea  is 
to  collect  the  interest  spread  on  new, 
higher-interest  mortgages  over  the  un- 
derlying, low-interest  mortgage.  "In 
effect,  Arlen  can  become  sort  of  a  roy- 
alty company,"  says  broker  Sidney 
Meyers  of  Sutro  &  Co.  excitedly. 
Meyers  figures  that  Arlen's  liquida- 
tion value  is  between  $10  and  $20  a 
share,  the  sort  of  figure  that  began  to 
crop  up  in  rumors  around  Wall  Street 
after  Cohen  announced  the  new  Arlen 
sell-off  strategy. 

Knowledgeable  real  estate  sources, 
however,  think  those  rumors  should 
be  taken  for  what  they  are:  educated 
guesses  at  best.  "They  have  some 
great  properties,  and  some  bad  ones 
too,"  says  one  mortgage  lender  who 
knows  the  company  well.  There  are 
some  troubled  condominium  projects, 
and  Arlen  is  heavy  in  small  "strip" 
shopping  centers— groups  of  stores 
along  one  side  of  a  road— that  don't 
show  the  stability  of  performance  of 
the  big  regional  malls. 

The  same  sources  also  question 
whether  Arlen  can  make  much  of  a 
killing  on  the  $186  million  (book  val- 
ue) worth  of  shopping  centers  in 
which  Korvettes  is  a  principal  tenant. 
The  reason:  Shopping  centers  tend  to 
throw  off  more  income  when  they  are 
"anchored"  by  a  big  fashion-oriented 
department  store  and/ or  a  Penney  or 
Sears.  Some  of  the  Korvettes  shopping 
centers  are  reinforced  by  other  big  re- 


tail names,  but  not  all. 

Even  the  skeptics,  however,  con- 
cede that  Arlen  has  some  real  gems 
tucked  away,  such  as  Aventura,  an 
800-acre  planned  community  in  North 
Miami.  All  in  all,  given  the  heavy  in- 
vestor interest  in  shopping  centers, 
there  is  little  reason  to  doubt  that 
Arlen's  real  estate  portfolio  should  be 
figured  at  substantially  more  than  its 
$1.5-billion  book  value.  Just  how 
much  more  is  impossible  to  say,  but 
one  thing  to  keep  in  mind  is  this: 
Arthur  Cohen  is  universally  regarded 
as  one  of  the  smarter  operators  in  the 
real  estate  field. 

"Arlen,"  muses  Goldman  Sachs' 
Morris  Mark,  "is  an  intriguing  entity 
in  that  it  controls  a  billion  and  a  half 
in  real  estate— at  cost.  If  you  want  to 
assume  that  there  are  some  values 
there,  you  get  some  mind-boggling 
kinds  of  projections.  But  then  you've 
got  to  come  back  to  Korvettes.  .  .  ." 

There  have  been  rumors— which 
Cohen  denies— that  Arlen  would  like  to 
get  rid  of  Korvettes;  but  even  if  he 
wanted  to,  Cohen  isn't  likely  to  get 
off  the  hook  easily.  Sources  close  to 
Arlen  say  that  Arlen,  as  Korvettes'  ma- 
jor landlord,  can't  risk  seeing  large 
numbers  of  Korvettes  stores  closed 
and  leases  terminated;  although  Co- 
hen would  be  able  to  relet  some  of  his 
Korvettes    locations    quickly,  others 


might  be  difficult— and  any  shopping 
center  project  with  an  empty  "anchor" 
store  would  face  some  mighty  unhap- 
py mortgage  lenders. 

"It's  a  very  tricky  business,"  says 
one  savvy  New  York  real  estate  man 
who  has  dealt  with  Cohen  in  the  past. 
"That's  why  some  of  the  things  that 
look  logical  [such  as  selling  Korvettes, 
spinning  it  off  or  allowing  it  to  go 
under]  may  not  happen." 

So  Arlen,  like  it  or  not,  appears 
stuck  with  Korvettes.  Cohen  says  he 
doesn't  mind  that  at  all,  and  that  he 
expects  Korvettes  to  contribute  to  the 
earnings  he  plans  to  show  Wall  Street. 
He  also  says  that  Korvettes  should  be 
able  to  finance  its  improvement  pro- 
gram out  of  retained  earnings  and  de- 
preciation; the  recent  $7.7-million  Ar- 
len subsidy  of  the  furniture  division 
closing  was,  he  says,  a  "one-time" 
event.  But  if  Korvettes  continues  to 
falter,  Arlen  will  almost  certainly  have 
to  step  in  with  further  cash  infusions, 
which  would  throw  Cohen's  plans  for 
continued  real  estate  development  out 
of  whack. 

So  there  you  have  it.  Arlen  Realty 
&  Development:  The  Great  Un- 
known, at  $3  a  share.  Who  knows 
what  nuggets  lurk  within  that  enor- 
mous real  estate  portfolio?  But  the 
Korvettes  problem  is  all  too  visible. 
No  wonder  Wall  Street  is  scared.  ■ 
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When  The  Cookie 
Nearly  Crumbled 

While  the  U.S.  government 
was  proving  that  price  controls 
don't  work,  Nabisco  was  get- 
ting the  scare  of  its  life. 
The  results  have  been  healthy. 


What's  this?  The  cracker  business  a 
growth  industry? 

It's  true.  Nabisco,  the  U.S.  cookie 
and  cracker  king,  is  winding  up  its 
11th  consecutive  quarter  of  improve- 
ment after  six  depressed  ones.  In 
1976,  its  first  $2-billion  year,  it  reg- 
istered a  30.5%  increase  in  net  income 
on  a  2.9%  sales  gain.  Since  depressed 
1974,  earnings  have  increased  70%— 
most  of  it  from  Ritz  crackers,  Oreo 
cookies  and  their  culinary  cousins 
turned  out  by  Nabisco's  U.S.  biscuit 
division.  It  all  goes  to  show  the  levels 
of  competitive  ferocity  a  conservative 
company  can  rise  to  under  the  threat 
of  peril. 

What  happened  to  the  food  com- 
panies in  1972  and  1973  shouldn't 
have  happened  to  a  dog  biscuit. 
With  their  prices  frozen  by  govern- 
ment edict  until  the  middle  of  1973, 
they  saw  wheat  go  from  $1.65  a  bush- 
el to  $6,  sugar  from  10  cents  to  70 
cents  a  pound,  cocoa  going  up  and 
down  like  a  yo-yo. 

So  when  the  freeze  came  off,  the 
question  was  whether  to  raise  prices 
timidly  or  boldly.  "For  years,  if  any- 
body suggested,  say,  a  1%  price  in- 
crease around  here,  everybody  would 
shudder,"  recalls  Nabisco's  urbane 
chairman,  Robert  M.  Schaeberle. 
"The  salesmen  would  say,  'My  God, 
we  can't  do  that.'  " 

Nabisco  did.  It  hiked  prices  a  steep 
30%  in  1974  and  sent  its  shell-shocked 
salesmen  out  to  fight  for  their  mar- 
kets. It  adopted  a  militant  new  pro- 
motion policy  and  an  intriguing  re- 
search program  called  "probing," 
which  subjects  small  market  areas  to 
intensive  advertising  and  then  applies 
the  results  nationwide. 


One  result:  Nabisco  is  now  the 
15th-largest  U.S.  advertiser,  with  to- 
tal ad  costs  up  from  $63  million  in 
1975  to  $75  million  in  1976  and  a 
probable  $100  million  worldwide  this 
year.  Another  result:  The  supposedly 
mature  U.S.  cookie  and  cracker  mar- 
ket grew  6%  last  year  (the  popula- 
tion grew  less  than  1%),  with  Nabis- 
co's share  holding  steady  around  40%. 
Further,  Nabisco  is  finding  new 
niches  in  it  for  new  products,  like  its 
successful  Swiss  Cheese  cracker  with 


Swiss  cheese-like  holes  in  it— the  so- 
called  "lifestyle"  factor  in  marketing 
that  analyst  John  Maxwell  of  Max- 
well Associates,  a  division  of  Wheat, 
First  Securities  Inc.,  calls  "more  im- 
portant than  demographics  or  turn- 
arounds put  together." 

Other  benefits  accrued.  Alarmed  at 
its  swollen  short-term  debt,  which 
grew  from  $19  million  in  1971  to  $171 
million  in  1974,  the  company  has 
pruned  it  by  more  than  two-thirds 
since.   Total   debt,   which  exceeded 


Looking  Outward:  Nabisco  Chairman  Robert  Schaeberle  (right)  and  President 
Va!  B.  Diehl.  Diehl  is  architect  of  the  company's  growing  overseas  business. 
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NOW  THAT  EVERYONE 
HAS  TAKEN  A  SHOT  AT  XEROX 

TAKE  A  GOOD  LOOK  AT  WHY 
WE  DON'T  HAVE  TO. 


The  Pitney  Bowes  PBC*  Copier  Its 
combination  of  pricing  and  perform- 
ance speaks  for  itself.  It  lowers 
copying  costs  two  ways: 
(1)  Money-saving  monthly 
and  extended  rental 
plans  at  rates  substan- 
tially below  those  of 
comparable  compet- 
itive models.  (2)  The 
optional  Copy/Audit'" 
Control  System.  Plug-in  1 
meter  cartridges  record 
usage  by  department.  (No 
cartridge  plugged  in — no 
copies  come  out.) 


Paper  travels  a  short  1 1-inch  path  on 
its  way  to  becoming  a  copy.  Practically 
no  chance  of  paperjam. 


Re-loading  couldn't  be  simpler. 
Dry  Printpowder'"  Developer 
cartridge  snaps  right  in.  Bond  paper 
comes  in  reams  that  drop  right  in. 


Bowes  PBC  Plain  Bond 
Copier  delivers  37  clean  sharp  copies 
a  minute  on  ordinary  letter  or  legal 
size  paper,  or  on  your  own  company 
letterhead.  It  also  copies  from  books. 


For  more  information,  write  us:  Pitney  Bowes,  1781  Crosby  Street, 
Stamford,  Conn.  06904,  or  call  toll  free  anytime  800-243-5676.  (In 
Conn.  1-800-882-5577.)  Over  400  sales  or  service  points  throughout  the 
U.S.  and  Canada.  Postage  Meters,  Mailing  Systems,  Copiers,  Counters 
and  Imprinters,  Collators  and  Finishing  Systems,  Addresserprinters, 
Labeling  and  Marking  Systems. 


Behind  each  Pitney  Bowes  PBC 
Copier  stands  the  Pitney  Bowes 
employed  and  trained  service 
network;  service  when  you  need  it 
from  over  400  locations  throughout 
the  U.S.  and  Canada. 


#  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


*Xerox  is  a  registered  trademark  of  Xerox  Corp 


Arlen's  Cohen:  Will  his  big  position 
in  shopping  centers— a  hot  item  these 
days— be  the  bonanza  he  hopes  for? 


minds  that  Korvettes  is  known  for 
hard  goods  and  for  price,"  he  says, 
"we  have  to  get  them  to  see,  bit  by 
bit,  the  right  [soft  goods]  merchan- 
dise at  the  right  time." 

He  has  a  point:  Such  a  program 
does  take  time.  On  the  other  hand, 
he  has  been  at  it  for  four  years,  and 
doesn't  seem  to  have  made  much 
headway.  "They've  got  a  bunch  of 
the  brightest  people  up  there  you 
could  possibly  talk  to,  in  terms  of  ed- 
ucation," says  one  former  Arlen  execu- 
tive still  involved  in  New  York  retail- 
ing. "But  I'm  afraid  they  don't  have 
any  seat-of-the-pants  merchants  and 
retailers."  The  Ivy  League-type  back- 
ground of  some  of  the  management, 
he  adds,  led  to  the  switch  from  dis- 
counting to  a  more  high-class  image: 
"They  could  do  a  hell  of  a  lot  more 
business  if  they  would  get  down  to 
earth  and  try  to  become  what  people 
want  them  to  be,  instead  of  what  they 
want  to  become." 

That's  a  damning  indictment,  and 
one  that  obviously  gives  Wall  Street 
the  jitters,  as  can  be  seen  from  the 
price  of  Arlen's  stock:  at  3,  it  is  far 
below  its  1972  high  of  24%. 

But  Arthur  Cohen,  46,  Arlen's 
chairman,  contends  that  Wall  Street 
doesn't  understand  his  company.  "To 


get  proper  recognition  on  Wall  Street, 
you  have  to  have  earnings,"  says  Co- 
hen. Arlen  reported  a  $24-million  loss 
in  its  fiscal  year  ended  Feb.  29,  1976, 
but  Cohen  says  that  investors  don't 
understand  that  the  figure  is  a  mis- 
leading indicator  of  the  company's 
performance. 

Why  misleading?  Because  it  'in- 
cludes over  $30  million  in  deprecia- 
tion and  other  noncash  charges  against 
the  company's  real  estate— although 
the  real  estate  is  actually  appreciating. 
Add  back  the  realty  depreciation,  and 
Arlen  figures  it  really  earned  "net  op- 
erating income"  of  $9.7  million  in  fis- 
cal 1976.  According  to  Cohen,  and 
other  real  estate  men  as  well,  the  in- 
vestment community  doesn't  under- 
stand that  cash  flow— rather  than  re- 
ported earnings— is  the  proper  stan- 
dard by  which  to  judge  a  real  estate 
company,  for  which  depreciation  is  a 
meaningless  accounting  exercise. 

There's  litde  doubt  that  Wall  Street 
doesn't  understand  Arlen;  not  a  sin- 
gle analyst  follows  the  company.  Its 
$1.5-billion  book  value  of  real  estate 
is  spread  over  400  parcels  across 
39  states,  making  it  very  tough  to 
track.  What's  more,  retail  analysts 
have  difficulty  understanding  Arlen's 
retail  business— although,  as  one  wag 
put  it,  "They'd  understand  it  if  Arlen 
owned  Sears  instead  of  Korvettes." 

The  analysts  say  that  they  have  no 
problem  understanding  good  real  es- 
tate companies  when  they  can  find 
them,  and  that  they'll  pay  due  respect 
to  cash  flow  if  it's  healthy  and  if  in- 
vestors are  offered  some  of  the  cash 
in  dividends.  Says  Morris  Mark  of 
Goldman  Sachs,  "I  think  companies 
like   General   Growth   Properties  or 


fiscal  1977,  Arlen  showed  a  net  op- 
erating income  deficit  of  $8.9  million. 
Why  the  decline?  The  main  reason, 
Cohen  says,  is  that  Arlen  stopped  sell- 
ing its  premier  shopping  center  prop- 
erties when  the  real  estate  market 
went  sour  in  1973-75;  the  company 
chose  to  hold  on  to  them  instead.  But 
Korvettes'  losses  were  a  factor  in  pull- 
ing the  cash  flow  figure  down,  too. 

Arlen  recently  announced  that  it 
would  resume  selling  its  real  estate, 
and  that  it  plans  to  liquidate  large 
chunks  of  property.  In  fact,  Cohen 
plans  a  whole  new  game  plan  for  Ar- 
len. Instead  of  trying  to  convince  in- 
vestors of  the  virtues  of  tax-sheltered 
cash  flow,  Cohen  has  decided  to 
give  Wall  Street  what  he  believes  it 
wants:  reported  earnings  per  share. 
(Cohen  has  good  reason  for  wanting 
to  impress  Wall  Street  any  way  he 
can:  He  owns  26%  of  Arlen's  19.7  mil- 
lion shares. ) 

The  new  Arlen  strategy  involves  a 
big  sell-off  of  its  real  estate,  al- 
though Cohen  doesn't  plan  a  whole- 
sale liquidation  of  the  company.  He 
does  plan  to  convert  Arlen's  apart- 
ment properties  into  condominiums 
and  sell  them  off,  but  he  plans  to  sell 
only  partial  interests  in  the  properties 
Arlen  is  best  known  for:  shopping  cen- 
ters. He  hopes  to  sell  75%  interests 
in  many  of  his  centers,  retaining  25% 
of  the  equity  (and  the  management 
responsibility)  for  Arlen.  The  idea  is 
to  book  earnings  by  selling  property 
—at  a  profit,  he  hopes— and  unburden 
Arlen  of  the  depreciation  charges  that 
depress  net  income.  Voild!  Earnings 
per  share. 

Actually,  there's  more  behind  Co- 
hen's liquidation  program  than  the 


". . .  Arlen  is  an  intriguing  entity  in  that  it  controls 
a  billion  and  a  half  in  real  estate— at  cost.  But 
then,  you've  got  to  come  back  to  Korvettes . . ." 


Continental  Illinois  Properties  or  Ko- 
ger  Properties  have  demonstrated 
that."  All  three  companies  pay  a  divi- 
dend, and  their  stocks  are  performing 
nicely. 

Arlen  pays  no  dividend;  its  debt 
covenant  prohibits  it  from  doing  so, 
and  Cohen  says  none  is  contemplated. 
In  the  past  couple  of  years,  Arlen's 
cash  flow,  once  substantial,  hasn't  been 
sufficient  for  a  dividend  anyway.  In 
the  year  ended  Feb.  29,  1972,  Arlen's 
"net  operating  income"— earnings  from 
operations  before  realty  depreciation 
—was  $32  million;  in  fiscal  1973,  an 
even  fatter  $37  million.  But  in  1974, 
the  figure  dropped  to  $19  million;  in 
1975,  $3.5  million;  in  1976,  $9.7  mil- 
lion. And  in  the  first  nine  months  of 


cosmetic  need  to  lift  depreciation 
charges  from  the  books.  There's  also 
Arlen's  need  for  cash.  As  pointed  out 
above,  Arlen's  cash  flow  from  rental 
income  and  Korvettes  has  been  sub- 
standard lately;  in  fact,  Arlen  recent- 
ly had  to  pick  up  the  $7.7-million 
tab  for  a  Korvettes'  loss  sustained  in 
closing  its  furniture  and  carpet  de- 
partments. Meanwhile,  other  demands 
on  Arlen's  cash  resources  have  con- 
tinued to  mount. 

First,  there's  Arlen's  substantial  debt 
load— $1.3  billion  total,  over  half  in 
long-term  mortgages  on  individual  Ar- 
len properties.  What's  more,  Arlen  is 
finding  that  it  takes  more  cash  than 
ever  to  develop  and  maintain  proper- 
ties these  days— and  Arlen  has  plenty 
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Playing  The  Percentages 

Arlen  Realty  &  Development  Corp.  doesn't  own  all  of  the  approxi- 
mately $1.5  billion  in  real  estate  that  it  controls.  The  portfolio  is  divided 
between  itself  and  USIF,  an  offshore  real  estate  investment  fund  whose 
properties  were  merged  into  Arlen  Realty,  Inc.  (an  ARDC  subsidiary)  in 
1975.  Arlen  Realty,  in  turn,  owns  31%  of  USIF.  In  effect,  ARDC's 
stockholders  receive  only  58%  of  the  benefits  from  ARI's  real  estate 
operations.  But  the  Korvettes  subsidiary  is  another  story.  ARDC  owns 
the  troubled  retailer  lock,  stock  and  problems. 


of  commitments  to  do  both.  In  the 
old  days  Cohen  was  a  master  at 
swinging  mortgage  deals  to  obtain 
cash,  but  that  game  is  becoming  more 
difficult.  "Most  lenders  have  had  it 
with  these  100%,  110%  loans,"  says  one 
successful  real  estate  executive.  "Co- 
hen will  be  able  to  borrow,  but  he 
isn't  going  to  be  able  to  borrow  100%. 
He's  going  to  be  able  to  borrow  80% 
or  75%." 

Cohen  doesn't  deny  that  his  liqui- 
dation program  is  in  part  motivated 
by  the  need  for  cash.  But,  he  says, 
the  new  strategy  is  primarily  aimed  at 
producing  earnings— and  he  leaves  no 
doubt  that  he  expects  to  obtain  them. 

Take  shopping  centers.  The  shop- 
ping center  business  is  one  of  the  few 
real  estate  areas  that  held  up  in  the 
recession  (Forbes,  June  1,  1976),  and 
Arlen  has  more  space  to  rent— nearly 
50  million  square  feet— than  anyone 
else  in  the  game.  Both  offshore  and 
domestic  investors  are  snapping  up 
shopping  centers,  and  a  knowledge- 
able real  estate  source  confirms  Co- 
hen's contention  that  there  is  already 
great  interest  in  the  75%  equity  deals 
he  is  offering  in  his  centers. 

In  many  of  his  property  sales,  Co- 
hen plans  to  take  advantage  of  his 
old,  low-interest  mortgage  structure 
by  issuing  "wraparound"  mortgages 
on  the  property  he  sells.  The  idea  is 
to  collect  the  interest  spread  on  new, 
higher-interest  mortgages  over  the  un- 
derlying, low-interest  mortgage.  "In 
effect,  Arlen  can  become  sort  of  a  roy- 
alty company,"  says  broker  Sidney 
Meyers  of  Sutro  &  Co.  excitedly. 
Meyers  figures  that  Arlen's  liquida- 
tion value  is  between  $10  and  $20  a 
share,  the  sort  of  figure  that  began  to 
crop  up  in  rumors  around  Wall  Street 
after  Cohen  announced  the  new  Arlen 
sell-off  strategy. 

Knowledgeable  real  estate  sources, 
however,  think  those  rumors  should 
be  taken  for  what  they  are:  educated 
guesses  at  best.  "They  have  some 
great  properties,  and  some  bad  ones 
too,"  says  one  mortgage  lender  who 
knows  the  company  well.  There  are 
some  troubled  condominium  projects, 
and  Arlen  is  heavy  in  small  "strip" 
shopping  centers— groups  of  stores 
along  one  side  of  a  road— that  don't 
show  the  stability  of  performance  of 
the  big  regional  malls. 

The  same  sources  also  question 
whether  Arlen  can  make  much  of  a 
killing  on  the  $186  million  (book  val- 
ue) worth  of  shopping  centers  in 
which  Korvettes  is  a  principal  tenant. 
The  reason:  Shopping  centers  tend  to 
throw  off  more  income  when  they  are 
"anchored"  by  a  big  fashion-oriented 
department  store  and/or  a  Penney  or 
Sears.  Some  of  the  Korvettes  shopping 
centers  are  reinforced  by  other  big  re- 


tail names,  but  not  all. 

Even  the  skeptics,  however,  con- 
cede that  Arlen  has  some  real  gems 
tucked  away,  such  as  Aventura,  an 
800-acre  planned  community  in  North 
Miami.  All  in  all,  given  the  heavy  in- 
vestor interest  in  shopping  centers, 
there  is  little  reason  to  doubt  that 
Arlen's  real  estate  portfolio  should  be 
figured  at  substantially  more  than  its 
$1.5-billion  book  value.  Just  how 
much  more  is  impossible  to  say,  but 
one  thing  to  keep  in  mind  is  this: 
Arthur  Cohen  is  universally  regarded 
as  one  of  the  smarter  operators  in  the 
real  estate  field. 

"Arlen,"  muses  Goldman  Sachs' 
Morris  Mark,  "is  an  intriguing  entity 
in  that  it  controls  a  billion  and  a  half 
in  real  estate— at  cost.  If  you  want  to 
assume  that  there  are  some  values 
there,  you  get  some  mind-boggling 
kinds  of  projections.  But  then  you've 
got  to  come  back  to  Korvettes.  .  .  ." 

There  have  been  rumors— which 
Cohen  denies— that  Arlen  would  like  to 
get  rid  of  Korvettes;  but  even  if  he 
wanted  to,  Cohen  isn't  likely  to  get 
off  the  hook  easily.  Sources  close  to 
Arlen  say  that  Arlen,  as  Korvettes'  ma- 
jor landlord,  can't  risk  seeing  large 
numbers  of  Korvettes  stores  closed 
and  leases  terminated;  although  Co- 
hen would  be  able  to  relet  some  of  his 
Korvettes    locations    quickly,  others 


might  be  difficult— and  any  shopping 
center  project  with  an  empty  "anchor" 
store  would  face  some  mighty  unhap- 
py mortgage  lenders. 

"It's  a  very  tricky  business,"  says 
one  savvy  New  York  real  estate  man 
who  has  dealt  with  Cohen  in  the  past. 
"That's  why  some  of  the  things  that 
look  logical  [such  as  selling  Korvettes, 
spinning  it  off  or  allowing  it  to  go 
under]  may  not  happen." 

So  Arlen,  like  it  or  not,  appears 
stuck  with  Korvettes.  Cohen  says  he 
doesn't  mind  that  at  all,  and  that  he 
expects  Korvettes  to  contribute  to  the 
earnings  he  plans  to  show  Wall  Street. 
He  also  says  that  Korvettes  should  be 
able  to  finance  its  improvement  pro- 
gram out  of  retained  earnings  and  de- 
preciation; the  recent  $7.7-million  Ar- 
len subsidy  of  the  furniture  division 
closing  was,  he  says,  a  "one-time" 
event.  But  if  Korvettes  continues  to 
falter,  Arlen  will  almost  certainly  have 
to  step  in  with  further  cash  infusions, 
which  would  throw  Cohen's  plans  for 
continued  real  estate  development  out 
of  whack. 

So  there  you  have  it.  Arlen  Realty 
&  Development:  The  Great  Un- 
known, at  $3  a  share.  Who  knows 
what  nuggets  lurk  within  that  enor- 
mous real  estate  portfolio?  But  the 
Korvettes  problem  is  all  too  visible. 
No  wonder  Wall  Street  is  scared.  ■ 
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When  The  Cookie 
Nearly  Crumbled 

While  the  U.S.  government 
was  proving  that  price  controls 
don't  work,  Nabisco  was  get- 
ting the  scare  of  its  life. 
The  results  have  been  healthy. 


What's  this?  The  cracker  business  a 
growth  industry? 

It's  true.  Nabisco,  the  U.S.  cookie 
and  cracker  king,  is  winding  up  its 
11th  consecutive  quarter  of  improve- 
ment after  six  depressed  ones.  In 
1976,  its  first  $2-billion  year,  it  reg- 
istered a  30.5%  increase  in  net  income 
on  a  2.9%  sales  gain.  Since  depressed 
1974,  earnings  have  increased  70%— 
most  of  it  from  Ritz  crackers,  Oreo 
cookies  and  their  culinary  cousins 
turned  out  by  Nabisco's  U.S.  biscuit 
division.  It  all  goes  to  show  the  levels 
of  competitive  ferocity  a  conservative 
company  can  rise  to  under  the  threat 
of  peril. 

What  happened  to  the  food  com- 
panies in  1972  and  1973  shouldn't 
have  happened  to  a  dog  biscuit. 
With  their  prices  frozen  by  govern- 
ment edict  until  the  middle  of  1973, 
they  saw  wheat  go  from  $1.65  a  bush- 
el to  $6,  sugar  from  10  cents  to  70 
cents  a  pound,  cocoa  going  up  and 
down  like  a  yo-yo. 

So  when  the  freeze  came  off,  the 
question  was  whether  to  raise  prices 
timidly  or  boldly.  "For  years,  if  any- 
body suggested,  say,  a  1%  price  in- 
crease around  here,  everybody  would 
shudder,"  recalls  Nabisco's  urbane 
chairman,  Robert  M.  Schaeberle. 
"The  salesmen  would  say,  'My  God, 
we  can't  do  that.'  " 

Nabisco  did.  It  hiked  prices  a  steep 
30%  in  1974  and  sent  its  shell-shocked 
salesmen  out  to  fight  for  their  mar- 
kets. It  adopted  a  militant  new  pro- 
motion policy  and  an  intriguing  re- 
search program  called  "probing," 
which  subjects  small  market  areas  to 
intensive  advertising  and  then  applies 
the  results  nationwide. 


One  result:  Nabisco  is  now  the 
15th-largest  U.S.  advertiser,  with  to- 
tal ad  costs  up  from  $63  million  in 
1975  to  $75  million  in  1976  and  a 
probable  $100  million  worldwide  this 
year.  Another  result:  The  supposedly 
mature  U.S.  cookie  and  cracker  mar- 
ket grew  6%  last  year  (the  popula- 
tion grew  less  than  1%),  with  Nabis- 
co's share  holding  steady  around  40'c 
Further,  Nabisco  is  finding  new 
niches  in  it  for  new  products,  like  its 
successful  Swiss  Cheese  cracker  with 


Swiss  cheese-like  holes  in  it— the  so- 
called  "lifestyle"  factor  in  marketing 
that  analyst  John  Maxwell  of  Max- 
well Associates,  a  division  of  Wheat, 
First  Securities  Inc.,  calls  "more  im- 
portant than  demographics  or  turn- 
arounds put  together." 

Other  benefits  accrued.  Alarmed  at 
its  swollen  short-term  debt,  which 
grew  from  $19  million  in  1971  to  $171 
million  in  1974,  the  company  has 
pruned  it  by  more  than  two-thirds 
since.   Total   debt,   which  exceeded 


Looking  Outward:  Nabisco  Chairman  Robert  Schaeberle  (right)  and  President 
Val  B.  Diehl.  Diehl  is  architect  of  the  company's  growing  overseas  business. 
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NOW  THAT  EVERYONE 
HAS  TAKEN  A  SHOT  AT  XEROX 

TAKE  A  GOOD  LOOK  AT  WHY 
WE  DONT  HAVE  TO. 


The  Pitney  Bowes  PBC*  Copier  Its 
combination  of  pricing  and  perform 
ance  speaks  for  itself.  It  lowers 
copying  costs  two  ways: 
(1 )  Money-saving  monthly 
and  extended  rental 
plans  at  rates  substan- 
tially below  those  of 
comparable  compet- 
itive models.  (2)  The 
optional  Copy/Audit'"  I 
Control  System.  Plug-in  1 
meter  cartridges  record 
usage  by  department.  (No 
cartridge  plugged  in — no 
copies  come  out.) 


Paper  travels  a  short  1 1-inch  path  on 
its  way  to  becoming  a  copy.  Practically 
no  chance  of  paperjam. 


Re-loading  couldn't  be  simpler. 
Dry  Printpowder™  Developer 
cartridge  snaps  right  in.  Bond  paper 
comes  in  reams  that  drop  right  in. 


Bowes  PBC  Plain  Bond 
Copier  delivers  37  clean  sharp  copies 
a  minute  on  ordinary  letter  or  legal 
size  paper,  or  on  your  own  company 
letterhead.  It  also  copies  from  books. 


For  more  information,  write  us:  Pitney  Bowes,  1781  Crosby  Street, 
Stamford,  Conn.  06904,  or  call  toll  free  anytime  800-243-5676.  (In 
Conn.  1-800-882-5577.)  Over  400  sales  or  service  points  throughout  the 
U.S.  and  Canada.  Postage  Meters,  Mailing  Systems,  Copiers,  Counters 
and  Imprinters,  Collators  and  Finishing  Systems,  Addresserprinters, 
Labeling  and  Marking  Systems. 


Behind  each  Pitney  Bowes  PBC 
Copier  stands  the  Pitney  Bowes 
employed  and  trained  service 
network;  service  when  you  need  it 
from  over  400  locations  throughout 
the  U.S.  and  Canada. 


=p  Pitney  Bowes 


Because  business  travels 
at  the  speed  of  paper. 


*Xerox  is  a  registered  trademark  of  Xerox  Corp 


Choosing  a  money  manager  is  a  tough  corporate 
decision.  How  do  you  weigh  performance?  Analyze 
philosophies?  Evaluate  risk? 

Here's  how  First  Chicago,  a  $19  billion  banking 
corporation,  can  help  you  solve  problems  arising  from 
a  law  that  decrees,  but  does  not  define,  prudence. 


Investing  corporate  funds  is  an 
increasingly  tricky  business.  Choos- 
ing a  wise  money  manager,  that 
Prudent  Man  to  pilot  your  com- 
pany's retirement  fund,  can  be  a 
steeper  challenge  yet. 

At  First  Chicago  we  have  in- 
vestment responsibility  for  over 
700  institutional  funds  with  assets 
of  $6.1  billion,  and  an  additional 
$2.8  billion  in  personal  trust  funds. 
Based  on  our  experience,  here  are 
the  qualities  we  believe  you  should 
require  of  the  money  manager 
you  choose. 

Look  for  a 
sense  of  balance. 

The  law  requires  prudence. 
Risks  must  be  minimized.  The  situ- 
ation requires  that  your  fund  earn  a 
good  return.  Clearly,  your  money 


manager  must  have  a  sense  of  bal- 
ance to  reconcile  these  seemingly 
disparate  goals. 

On  the  one  hand,  he  should  be 
right  at  home  with  the  predictable, 
high  quality  stocks  showing  a  his- 
tory of  increasing  dividends  and 


moderate  but  persistent  earning 
growth.  On  the  other  hand,  he 
should  be  skilled  in  selecting  those 
growth  stocks  that  will  flourish  and 
help  offset  inflation  in  years  to 
come.  And,  because  he  is  strong  in 
both  of  these  areas,  he  will  develop 
a  sense  of  value  and  not  be  carried 
away  by  the  latest  investment  fad. 

At  First  Chicago,  we,  of  course, 
seek  out  investments  that  deliver 


the  long-term  benefits  of  steadv 
growth.  But,  unlike  some  other 
jor  investors  who  sometimes  as 
sume  that  what  is  currently  fash 
able  will  always  be  so,  we  devot 
great  deal  of  energy  to  seeking 
productive  companies-even  th 


out  of  style  at  the  moment  _wh 
growth  in  value  we  believe  will  i 
pace  inflation. 

The  result  is  a  sound,  consi 
tent,  yet  dynamic  investment  pc 
that  is  highly  resistant  to  fads.  W 
have  bucked  Wall  Street  trends 
through  the  rise  and  fall  of  half; 
dozen  "method"  approaches,  th 
fancies  of  tw  o  tier  markets,  "go-c 
stocks,  and  other  panaceas. 


"'Profits  and  prudence.  We  just  don't  think  its  possible 
enjoy  both  without  a  balanced  approach  to  investmen 


A  balanced  investment  pro- 
n  must  also  include  diversifica- 
into  fixed  income  securities, 
couple  constant  analysis  of 
rest  rate  movements  with  con- 
ous  scrutiny  of  the  financial 
dition  of  companies  offering 
t  instruments  and  invest  in  high 
lify  securities  at  the  most  attrac- 
sector  of  the  yield  curve. 
Profits  and  prudence.  We  just 
't  think  it's  possible  to  enjoy 
1  without  a  balanced  approach 
lvestment. 

Look  for  a 
anager  who  manages. 

A  turbulent,  cyclical  economy 
made  it  imperative  that  your 
ley  manager  actively  manage, 
money  managers  have  been 
jsed  of  not  scrutinizing  their 
nts'  portfolios  actively  enough, 
Dt  keeping  a  firm  grasp  on  an 
easingly  unwieldy  business. 
At  First  Chicago  we've  used 
bigness  to  produce  PCS  (Port- 
» Composition  System),  our 
lputer  support  system  that  pro- 
!S  decision  making  aids  to  any 
ur  44  portfolio  managers  in  a 
ter  of  seconds.  PCS  is  updated 
y.  When  a  portfolio  manager 
as  a  question,  the  answer  comes 


in  terms  of  prices  at  the  close  of 
yesterday's  business.  Five  years 
ago,  gathering  and  refining  that  in- 
formation took  three  weeks  or  long- 
er. For  most  institutions,  it  still  does. 

Look  for  a 
manager  who  innovates. 

Good  sense  has  always  sug- 
gested diversification  of  pension 
and  profit  sharing  fund  invest- 
ments. Now  the  law  requires  it.  And 
you  will  require  a  money  manager 
who  has  done  more  than  follow  old 
accustomed  investment  paths,  who 
has  the  knowledge  and  experience 
to  identify  new  investment  oppor- 
tunities that  permit  you  to  diversify 
safely  and  profitably. 


"We  serve  an  incredibly  large  and  diverse  group 
of  clients— both  individuals  and  institutions," 
says  Neil  McKay,  Vice  Chairman,  First  Chicago 
Corporation,  and  head  of  our  Trust  Department. 
"We  serve  them  prudently, and  we  serve  them  well." 

First  Chicago  has  a  history  of 
innovation  based  on  sound  invest- 
ment strategy.  In  1973,  Real  Estate 
Fund  F  was  offered  as  a  commin- 
gled fund  investing  in  top  quality, 
income  producing  real  properties. 
First  Chicago  was  the  first  bank  to 
offer  a  nationally  diversified  real 
estate  fund  for  outright  ownership 
of  real  property  investments. 

Fund  F  has  performed  well.  An 
annualized  return  of  7.8%  over  its 
first  three  years  indicates  steady 
growth  during  a  period  when  many 
other  forms  of  investment  suffered. 

Still  further  investment  diversi- 


fication is  available  through  Group 
Fund  G,  our  commingled  fund  that 
invests  in  common  stocks  of  major 
overseas  companies.  Over  the  last 
29  months  the  Fund  recorded  a 
42%  increase  in  value. 

Another  area  of  innovation  at 
First  Chicago  is  Master  Trust,  an 
efficient,  flexible  vehicle  for  pool- 
ing retirement  assets  of  a  corpora- 
tion with  a  number  of  employee 
benefit  plans. 

Active  Management. 
Balance.  Innovation. 

These  are  all  essential  to  the 
performance  of  an  effective,  pru- 
dent money  manager.  And  they 
are  all  essential  elements  in  the 
performance  of  a  First  Chicago 
trust,  not  only  in  the  preserving 
and  building  of  pension  funds,  but 
in  master  trusts,  indenture  trustee- 
ships, shareholder  service  and  divi- 
dend reinvestment,  directed  trusts, 
and  corporate  agencies. 

If  you  think  like  we  do,  choos- 
ing a  money  manager  may  be  eas- 
ier than  you  thought.  James  J. 
Smith,  Jr.,  Vice  President  for  First 
Chicago's  Trust  Department,  can 
help  you  make  that  decision.  Call 
(312)  732-8489. 


The  First  National  Bank  of  Chicago  has 
installations  in: 

North  America:  Atlanta;  Baltimore; 
Boston;  Chicago;  Cleveland;  Houston; 
Kansas  City;  Los  Angeles:  Mexico  City; 
New  York;  San  Francisco;  Toronto.  Europe: 
Amsterdam;  Antwerp;  Athens;  Bristol; 
Brussels;  Cardiff;  Channel  Islands,-  Dublin, 
Dusseldorf;  Edinburgh;  Frankfurt;  Geneva 
Leicester;  London;  Madrid;  Milan;  Munich 
Newcastle;  Paris;  Piraeus,  Rome;  Rotter 
dam;  Stockholm;  Warsaw.  Middle  East: 
Abu  Dhabi;  Beirut;  Cairo;  Dubai;  Sharjah; 
Tehran  Africa:  Lagos;  Nairobi.  Latin 
America:  Bogota;  Caracas;  Guatemala 
City;  Panama  City;  Sao  Paulo.  Caribbean: 
Bridgetown;  Ocho  Rios;  Cayman  Islands; 
Kingston;  Montego  Bay;  Port-au-Prince. 
Asia:  Bangkok;  Hong  Kong;  Jakarta; 
Seoul;  Singapore;  Tokyo.  Pacific:  Manila; 
Melbourne;  Sydney.©1976.  The  First 
National  Bank  of  Chicago.  Member  FDIC 


FirstChicago  © 

The  Productivity  Bankers  ' 


This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation 
of  an  offer  to  buy  these  securities.  The  offering  is  made  only  by  the  Pro- 
spectus, copies  of  which  may  be  obtained  in  any  State  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 

March  24,  1977 


700,000  Common  Shares 


The  Budd  Company 


Price  $19%  per  Share 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Bache  Halsey  Stuart  Inc. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Drexel  Burnham  &  Co. 

Incorporated 


The  First  Boston  Corporation 
Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 


Hornblower  &  Weeks-Hemphill,  Noyes         E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.  Kuhn  Loeb  &  Co.  Lazard  Freres  &  Co. 

Incorporated  Incorporated 


Lehman  Brothers 

Incorporated 


Loeb  Rhoades  &  Co.  Inc. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith       Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.         Salomon  Brothers         Wertheim  &  Co.,  Inc. 


White,  Weld  &  Co. 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 


Perform  a 

death-defying  act. 

Give  Heart  Fund. 


American  Heart  Association 


T. 


shareholder  equity  two  years  ago, 
down  to  57/?,  and  return  on  equity  ik 
up  to  182  (from  11.9%  in  1974). 

The  most  pleasant  serendipity  of  all 
was  that  while  the  company  was 
perched  on  its  new  platform  of  highei 
prices,  commodities  costs  abruptly  <1< 
flated.  Since  1974  (although  the  fig- 
ures are  somewhat  skewed  through 
c  urrency  translation  and  because  the 
revenues  of  50%-owned  Yamazaki-Na- 
bisco  Co.,  Ltd.  of  Japan  are  not  con 
solidated),  nearly  a  third  of  every  dol- 
lar of  revenue  increase  has  gone  to 
pretax  net. 

The  question  remains:  How  much 
further  can  the  market  be  expanded 
before  the  cookie  starts  to  crumble? 
Obviously,  there  is  a  limit,  which 
means  the  company  should  be  looking 
to  other  markets,  both  overseas  and  at 
home.  Nabisco  was  late  doing  both, 
and  in  both— with  some  impressive  ex- 
ceptions—has not  so  far  been  spectac- 
ularly successful. 

Outside  North  America,  where 
about  30?  of  total  sales  came  from 
last  year,  Nabisco  is  now  implanted 
in  the  Common  Market  and  has  grow- 
ing businesses  in  Canada,  Australia 
and  the  Pacific,  Asia  and  Latin  Amer- 
ica. The  most  successful  is  Japan, 
where  sales  increased  from  $7  million 
to  $70  million  in  the  last  five  years  as 
Nabisco  and  its  partners  helped  trans- 
form Japanese  eating  habits. 

The  biggest  headache  is  German)  , 
where  Nabisco  started  from  scratch  in 


". . .  When  the  freeze  came 
off,  the  question  for  Nabis- 
co was  whether  to  raise  its 
prices  timidly  or  boldly  . . ." 


the  cracker  market  and  learned  what 
it's  like  to  compete  with  another  Na- 
bisco—the  giant  Bahlsen  company. 
Overall,  Germany  is  so  unprofitable 
that  it  can  and  does  drag  the  whole 
European  division  into  the  red,  de- 
spite profitable  operations  in  such 
places  as  France  and  Italy.  The  net 
effect  is  that  while  more  than  a  fourth 
of  the  revenues  comes  from  interna- 
tional operations,  only  11?  of  the  prof- 
its do. 

But  it  is  to  the  hungry  billions  of 
the  developing  world  that  Nabisco 
looks  for  future  growth  overseas.  "We 
are  in  countries  today  that  probably 
do  55%  of  the  world's  consumption 
of  cookies  and  crackers,"  Schaeberle 
says.  "By  the  year  2000  they  will  only 
be  doing  about  33%.  This  means  we 
can  play  an  important  part  in  the  de- 
veloping world— not  only  in  cookies 
and  crackers  but  in  feeding  the  popu- 
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We'll  let  your 
insurance  agent  or  broker  tell  you, 
in  his  own  words, 
why  we're  different. 


k: 

CHUBB 


Group  of  Insurance  Companies 

ioo  William  Street;  New  York,  N.Y.  10038 


A  simple  lesson  in 
Geography: 


Utah's  mountains  offer  scenic 
drives,  picnicking,  hiking, 
back-packing,  and  camping 
in  the  summer,  as  well  as 
unbeatable  skiing  in  the 
winter. 


. .  .They  provide  an  abundant 
supply  of  clear,  cold  water 
for  drinking,  fishing,  wildlife, 
boating,  and  water  skiing. 


Utah's  travel  and  recreational 
attractions  entice  tourists 
from  all  over  the  world,  but 
they  are  just  another  fringe 
benefit  when  you  live  in  Utah. 


Utah  has  an  abundant  supply 
of  energy,  energy  fuels,  and 
more  than  200  useful  minerals 
and  metals  in  addition  to 
some  five  billion  tons  of 
chemicals  in  the  brines  of 
Great  Salt  Lake. 


Geography  has  placed  Utah 
right  in  the  middle  of  Western 
America,  equidistant  from 
Los  Angeles,  San  Francisco, 
and  Portland,  with  fast  air 
and  ground  transportation 
to  all  major  cities,  plus  inter- 
national trade  facilities. 


Yes,  geography  is  one  of 
Utah's  most  important  assets. 
It  is  a  major  factor  in  a  quality 
of  life  that  deserves  top 
priority  in  the  selection  of 
any  new  corporate  or  re- 
gional office  location. 

For  more  information  and 
a  new  independent  survey 
just  off  the  press  titled  "An 
Analytical  Study  of  Utah  as 
a  Location  for  Headquarters 
and  Administrative  Offices 
Facilities,"  write  to: 
Utah  Industrial  Development 

Division 
Dept.  F-6 

#  2  Arrow  Press  Square 
Salt  Lake  City,  Utah  84101 


Win  the  West  from 


uraH! 


lation  that  the  world  will  have  in  the 
year  2000."  To  that  end,  Nabisco  last 
year  introduced  a  new  product  called 
"ricetein,"  made  with  the  "textured 
vegetable"  protein  it  has  developed  to 
increase  the  protein  level  of  food 
products. 

But  Schaeberle  concedes  that  it  will 
be  a  "long,  tough,  hard  fight."  In 
many  cases,  the  developing  countries 
are  initially  more  concerned  with  cal- 
ories than  protein.  There  is  govern- 
mental red  tape  to  contend  with— 
"and  the  products  have  to  taste  the 
same,  and  they  can't  cost  any  more." 

In  the  U.S.  there  are  the  same  ques- 
tions of  taste  and  habit.  The  whole 
idea  of,  for  example,  getting  "a  tre- 
mendous shot  of  protein  from  an 
Oreo,"  says  Robert  J.  Powelson,  pres- 
ident of  Nabisco 's  biscuit  division, 
leaves  most  Americans  cold.  These  at- 
titudes may  change,  but  for  the  pres- 
ent, he  says,  "our  stuff  is  looked  at  as 
something  that  should  be  fun  to  eat." 

Nabisco's  nonfood  diversification  in 
the  U.S.  has  been  uneven.  J.B.  Wil- 
liams Co.,  the  pharmaceutical  and  toi- 


". . .  'For  years,  if  anybody 
suggested,  say,  a  1%  price 
increase  around  here,  every- 
body would  shudder' . . ." 


letries  company  acquired  in  1971,  has 
been  successful.  Aurora  Products,  a 
perennially  ailing  West  Hempstead, 
N.Y.,  toy  company,  has  not;  it  lost 
$3.3  million  in  1974,  $5.7  million  in 
1975  and  about  $5.5  million  last  year. 
Nabisco  has  now  become  the  world's 
largest  manufacturer  of  shower  cur- 
tains through  a  division  of  its  Asso- 
ciated Products  subsidiary,  and— clos- 
er to  its  basic  business— makes  dog 
biscuits  and  dog  food,  cake  mixes, 
cereals,  and  is  in  the  booming  food 
service  industry  (Forbes,  Apr.  1), 
candies  and  frozen  foods. 

The  question  is:  Why  diversify  out- 
side food  at  all,  given  the  new  elas- 
ticity of  the  U.S.  market  and  the  hun- 
gry hordes  overseas? 

For  one  thing,  Schaeberle  remains 
fascinated  with  the  "one-stop  shop- 
ping" concept.  In  a  business  where  the 
name  of  the  game  is  preempting  shelf 
space,  it's  alluring  to  think  of  a  store 
where  all  the  space  is  taken  up  with 
Nabisco  products— from  dog  food  to 
deodorants. 

But  if  worse  comes  to  worst— as  it 
did  in  1972  and  1973-Nabisco  may 
find  it  more  comforting  to  know  that 
a  few  million  more  Americans  can 
probably  be  persuaded  to  bite  into  a 
Ritz  cracker.  ■ 


What's  the 
best  reason  for 
reading  Barron's  today? 

Tomorrow. 


UP  &  DOWN 
WALL  STREET 


Every  issue  of 
Barron's  looks 
ahead  and 
reports  ahead 
—  to  keep  you 
ahead.  Ahead 
in  your  under- 
standing of 
what's  happen- 
ing and  what's 
about  to  happen 
in  the  world  of  business,  in- 
vesting, money.  Ahead  in 
your  business  dealings. 
Ahead  in  your  investment 
decisions. 

Barron's  gives  you  the 
facts,  figures  and  insights 
you  need  to  make  your 
financial  decisions  days, 
weeks,  even  months  ahead  of 
other  news  sources.  Barron's 
will  alert  you  to  early  invest- 
ment opportunities.  And 
give  you  early  warnings 
about  dangerous  situations. 
Again  and  again,  Barron's 
anticipates  tomorrow's  head- 
lines in  its  regular  features 
and  its  special  articles  on 
industries,  companies,  invest- 
ment vehicles  and  trends. 
You'll  find  that  Barron's 
really  knows  the  meaning  of 
covering  the  corporate,  Wall 
Street,  Washington  and  world 
arenas.  The  stock,  bond, 


Shedding  Fresh  Light 


Message  From  Manila 


Swinging  In  Boodj 
How  la  Handle  Mowv 
Peak  for  Cocoa? 


commodity,  op- 
tions and  money 
markets.  And 
we  do  it  to  help 
you  make  up 
your  own  mind 
about  managing 
your  own  money 
—  for  the  present 
and  the  future. 
At  today's 
prices,  where  else  can  you 
get  so  much  financial  in- 
sight for  so  little.  For  a  con- 
tinuous source  of  money 
management  information 
week  in  and  week  out  — 
every  single  week  — sub- 
scribe to  Barron's.  Use  the 
coupon  below. 

Today  is  historyJomorrow  is 

..BARRON'S-, 

■  The  Dow  lones  Weekly  Magazine  For  Investors 
200  Burnett  Road,  Chicopee.  Mass.  01021 

I  [D  Please  enter  my  subscription  for  one  year  at 
$28  (a  28%  saving  off  newsstand  price). 

|  Dl  pref  er  six  months  at  515. 

IDPayment  enclosed.      □  Bill  me. 
Also  send  me  as  a  special  free  gift  a  copy  of 
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The  Angel  Business 

On  the  surface,  Broadway  is  booming.  But  the 
fabulous  invalid  is  still  an  invalid. 


So  far  this  season,  6,724,367  people 
have  seen  a  Broadway  show— over  a 
million  more  than  at  this  time  last 
year.  With  the  1976-77  theater  sea- 
son nearly  over,  more  shows  are  play- 
ing on  Broadway— 25  at  last  count— 
than  at  any  corresponding  point  in 
the  last  five  years.  Gross  box  office 
receipts  so  far  of  $140  million  are  up 
30%  from  last  year. 

So  the  fabulous  invalid  has  done 
it  again,  right?  Wrong. 

Season  to  season,  Broadway  suffers 
from  increasing  malnutrition  in  the 
only  creative  sustenance  it  has— new 
hits.  Each  season,  it  takes  longer  for 
successful  shows  to  go  into  the  black 
—and  fewer  of  them  go  into  the  black 
the  season  they  open.  Of  the  32  new 
shows  that  opened  on  Broadway  this 
season,  only  two— California  Suite  and 
No  Man's  Land  (now  closed)— got 
solidly  in  the  black.  For  the  last  three 
years,  about  90%  of  the  total  capital 
invested  in  new  Broadway  shows  has 
failed  to  return  a  profit.  Of  this  sea- 
son's shows,  the  losses  are  $7.7  million 
so  far,  against  only  $710,000  in  profits. 


Major  reason:  Costs  are  increasing 
awesomely.  Variety  estimates  they 
doubled  in  the  last  ten  years.  For 
nonprofit  theaters  nationwide,  the 
costs  of  royalties  and  promotions 
jumped  last  year  by  14%;  materials 
and  equipment  by  24.7%.  Salaries  and 
fees  have  soared  168%  since  1966. 
Broadway's  costs  are  even  higher. 

What  this  means  is  a  longer  period 
before  a  return  on  investment.  "Twen- 
ty years  ago,"  says  Bernard  B.  Jacobs, 
president  of  Broadway's  Shubert  Or- 
ganization, Inc.,  "a  straight  [nonmu- 
sical]  show  would  recoup  its  invest- 
ment in  ten  weeks.  Now  it's  20.  A 
musical  took  15  to  25  weeks;  today 
it  can  take  a  year  or  more."  A  musical 
costs  an  average  $500,000  more  to 
produce  than  a  straight  play. 

So  where  does  the  revenue  increase 
come  from?  Soaring  ticket  prices,  up 
33%  in  one  year  to  a  top  of  $20  a  seat 
for  the  revival  of  Fiddler  on  the  Roof, 
provide  much  of  it,  and  long-running 
hits  from  prior  years,  like  Godspell, 
Grease  and  Pippin,  most  of  the  rest. 

But  even  the  sky-high  ticket  prices 


Godspell:  "Investors  could  have  made 
more  with  us  than  with  the  DJI  in  the 

last  ten  years,"  says  producer  Beruh. 

won't  cover  all  the  costs  of  inflation 
and  there  is  a  point  at  which  they 
can't  be  pushed  further  without  los- 
ing most  of  the  audience.  Nobody 
knows  where  that  line  is,  but  Morton 
J.  Mitosky,  a  Broadway  backer  for 
over  20  years,  says  it's  near.  Says  Mi- 
tosky: "The  higher  you  go,  the  more 
limited  your  audience  becomes." 

There  are  some  hopeful  signs.  One 
is  the  rise  of  regional  theater,  like  the 


A  Chorus  Line:  It's  shows  like  this  money-making  smash  musical  that  keep  investors  gambling  on  Broadway's  long  shots. 


Join  the  waste  watchers 
and  make  the  most  of  every 
inch  of  paper  you  buy. 


The  inches  add  up. 

Fort  Howard  has  a  lot  of  ways  to 
help  you  get  the  most  out  of  every 
inch  of  paper  you  buy. 

Take  our  larger-roll  tissue  and 
towels.  They  have  to  be  changed  less 
often.  So  you  throw  away  fewer  stub 
roll  leftovers— and  waste  less  paper. 

We've  all  but  eliminated  leftovers 
in  our  Commander  I  "  cabinet.  It 
uses  almost  every  inch  of  paper  on 
one  roll  before  it  starts  on  the  next. 


Put  the  inches  where  they  count. 

We  put  12%  more  hand-dries  into 
our  largest  roll  towel.  We  simply 
added  75  feet  to  our  625-foot  roll 
towel.  So  you  get  all  the  extra  hand- 
dries  of  a  longer-roll  towel  service. 

Be  a  waste  watcher. 
Your  local  Fort  Howard  distributor 
can  show  you  how  to  be  a  waste 
watcher.  Call  him  today. 
Before  another  inch 
slips  away. 


uses  almost  every  men  of  paper  on  Before  another  men 

one  roll  before  it  starts  on  the  next.  slips  away.  w  ^  '  m 

Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


The  Waste  Watch* 


For  100  years; 

Phelps  Dodge  copper 
has  helped  the  telephone... 

Talk  over  a  wire... 

Some  nailed  it  a  scientific  toy.  Others,  witchcraft.  But  a  year  after  Alexander  Graham  Bell's  brilliant  discovery  in  1 876, 
the  first  crucie  telephones  were  being  placed  in  homes,  offices  and  shops.  A  caller  summoned  someone  at  the  other  end 
by  rapping  a  pencil  on  the  instrument.  You  could  talk  or  listen,  but  not  both,  because  the  transmitter  was  also  the  receiver. 

From  the  beginning,  telephone  lines  were  copper.  A  superior  conductor  of  electricity,  copper  is  tough,  clean 
si: —  and  ageless.  Easily  reclaimed  and  recycledjt  can  be  used  again  and  again. 


Tie  a  nation  togetner... 

By  the  turn  of  the  century,  the  telephone  was  causing  permanent  social  i 
In  the  cities,  it  gave  wings  to  communications.  On  lonely  farms,  it  broke  the  dreadful  isolation 

Earlier,  Phelps  Dodge  had  helped  devise  a  method  of  producing  hard-drawn  copper  wire - 
opening  the  way  for  long  distance  lines.  In  1 892,  commercial  service  was  inaugurated  between 
New  York  and  Chicago.  By  1911,  the  line  stretched  to  Denver.  And,  in  1914,  reached  to  San  Francisco. 


Enter  the  space  age... 

Today,  23  Bell  and  some  1,600  independent  operating 
telephone  companies  provide  the  finest,  most  efficient  tele- 
communications network  in  the  world.  With  10  million  billion 
possible  connections,  a  coast-to-coast  call  can  be  made  in 
seconds  for  under  25C .  By  contrast,  in  1 91 5,  it  took 
23  minutes  and  cost  $20.70. 

As  telephone  service  has  grown  and  improved,  so  have  the 
contributions  of  Phelps  Dodge.  Higher  and  higher  performance 
telephone  cable.  High-gain  antennas  for  marine  and  public 
safety  radio-telephones.  Duplexers.  Solderable  magnet  wire  for 
faster  and  more  reliable  coil  connections.  Bus  bar.  And  cable 
for  power  sources. 


Prepare  (or  the  Future... 

In  its  first  century  the  telephone  progressed  from  curiosity  to  necessity.  Ahead  lie  exciting 
innovations:  Portable  telephones.  Videophones.  Home  mini-communication  centers.  Faster,  more 
efficient  service  through  electronics.  And  Phelps  Dodge  will  be  there  with  new  advances  in  wires, 
cables  and  other  products  using  one  of  man's  most  versatile  and  plentiful  metals:  copper. 

At  Phelps  Dodge,  pioneering  is  part  of  our  everyday-supplying  telephone  wire  and  cable, 
magnet  wire,  residential  distribution  and  coaxial  cable,  bare  copper  and  copper  alloy  wire, 
bar,  strip  and  mill  shapes,  condenser  and  heat  exchanger  tubing,  plumbing  brass, 
bushings,  castings,  and  underground  high  voltage  cable. 
Phelps  Dodge  Industries,  Inc.,  300  Park  Avenue, 
New  York,  New  York  10022. 
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Copper:  a  part  of  just  about  everything  America  builds. 


How  this  high-flying  bird 
gets  some  of  its  get-up-and-go 
from  an  industrial  products  company 


Crucible  specialty  steals  D  Trent  welded  stainless  steel  pipe  and  tubing 
Crucible  permanent  magnets  and  coil  springs  •  Fairbanks  Morse  diesel  engines 
Fairbanks  scales  •  Pratt  S  Whitney  and  Elox  production  equipment  •  Quincy 
compressors  'Central  Moioney  transformers  □  Chandler  Evans  fuel  controls 
Fairbanks  Morse  pumps  •  Holley  carburetors  □  Garlock  industrial  seals  and 
components  □  Colt  firearms  and  sporting  equipment 


The  Air  Force  F-1 5  can  climb  to 
49,000  feet  1 0  seconds  faster  than 
the  lunar  launch  vehicles.  Built  by 
McDonnell  Douglas,  the  F-1 5  is 
powered  by  twin  Pratt  &  Whitney 
Aircraft  engines,  key  elements  of 
which  are  fuel  pumps  from  our 
Chandler  Evans  Control  Systems 
Division.  Chandler  Evans  makes 
gas  turbine  engine  control  compo 
nents  both  for  military  aircraft  and 
for  commercial  airliners  such  as 
the  DC-1 0  and  Boeing  747.  And 
Chandler  Evans  is  another  of  the 
well-known  product  names  that 
make  us  what  we  are  today.  A  lead 
ing  supplier  to  major  markets  in 
the  industrial  sector  of  the  U.S. 
economy.  For  our  latest  financial 
reports,  write  Colt  Industries  Inc, 
Dept.  3, 430  Park  Avenue, 
New  York,  N.Y.  10022. 

Colt  Industries 
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Alley  in  Houston,  the  Kennedy  Cen- 
ter in  Washington  and  Joseph  Papp's 
New  York  Shakespeare  Festival 
(which  owns  production  rights  to  A 
Chorus  Line  and,  according  to  indus- 
try sources,  has  prospects  of  making 
around  $10  million  on  them  over  the 
next  five  years).  There  were  about 
ten  of  these  theaters  20  years  ago; 
now  there  are  50. 

Most  are  funded  by  foundations 
and  season-ticket  subscription  audi- 
ences and  enjoy,  to  that  extent,  some 
relief  from  the  remorseless  economics 
of  show  business.  But  they  also  pro- 
vide Broadway  with  a  farm  system  of 
sorts;  producers,  directors  and  inves- 
tors now  have  a  chance  to  see  a  live 
production  and  read  the  reviews  be- 


fore deciding  whether  to  bring  it  to 
the  Great  White  Way. 

But  this  is  a  double-edged  sword. 
Actress  Debbie  Beynolds'  flashy,  Las 
Vegas-type  extravaganza  bombed  on 
Broadway  last  fall,  but,  claims  her 
producer,  Bobert  Fallon,  the  show 
made  up  its  New  York  losses  and  be- 
came profitable  on  the  road.  So  why 
even  come  to  Broadway? 

The  dream  of  every  angel  is  a  show 
like  Godspell.  The  perky  musical 
based  on  the  Gospel  according  to  St. 
Matthew  returned  over  $4.7  million 
(over  20,000%)  on  the  $22,500  put 
up  by  investors  in  1971.  It  started 
Off  Broadway,  repaid  its  investors 
within  four  months  and  moved  to 
Broadway  last  year.  So  far,  more  than 


25  productions  of  Godspell  have 
played  from  Sydney  to  Swaziland, 
and  its  producers,  Joseph  Beruh  and 
Edgar  Lansbury,  are  millionaires,  at 
least  on  paper. 

Godspell  is  like  those  dice  displayed 
on  black  velvet  in  a  glass  case  in  Las 
Vegas  commemorating  the  time  in 
1957  when  somebody  rolled  27 
straight  passes  with  them.  Lansbury, 
47,  a  tall  and  dapper  man,  is  the  first 
to  say  so.  People  shouldn't  put  their 
money  in  Broadway,  he  says,  "unless 
they  are  gamblers." 

Or,  as  the  motto  framed  on  the  of- 
fice wall  of  Emanuel  Azenberg,  one 
of  Broadway's  most  successful  pro- 
ducers, puts  it:  "Do  Not  Invest  In 
Show  Business."  ■ 


Broadway  Maladies  Of  1977 


As  Broadway  reckons  time,  the  official  theater  season  began 
June  1976.  Since  then,  32  commercial,  nonrepertory  produc- 
tions have  opened.  As  the  table  below  indicates,  only  ten 
were  still  around  on  Apr.  4,  1977.  The  figures  used  are  based  on 


extensive  interviews  with  producers,  general  managers,  direc- 
tors, limited  partners,  the  Shubert  Organization  and  Variety's 
Hobe  Morrison.  When  possible,  we  included  profit  made  from 
movies,  record  sales  and  road  shows. 


Number 

Average 

Average 

Profit  or 

Percent- 

of Perfor- 

Weekly 

Weekly 

Loss 

age 

Play  &  Capitalization 

Opening  Date 

V^IUblNg  L/dltr 

I  lldl  H.C3 

Cost 

Gross 

(as  of  4/1/77) 

Returnedt 

California  Suite  ($250,000) 

June  10, 1976 

350 

$  46,000 

$  70,000 

$650,000* 

360% 

Guys  &  Dolls  ($650,000) 

July  21, 1976 

Feb.  13, 1977 

239 

90,000 

95,000 

—  650,000 

0 

For  Colored  Girls  ($240,000) 

Sept  15, 1976 

40,000 

46,000 

—  24,463 

90 

The  Debbie  Reynolds  Show 

Sept.  16, 1976 

1  o 

1 30,000 

90,000 

—  200,000* 

0 

C.nino  1  In  ft Xlfl  tU\t\\ 

->epi.  iy,  ly/o 

Oct  30  1976 

48 

jU,UUU 

i  nnn 

  ZjU,UUU 
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1  Have  a  Dream  ($150,000) 

Sept.  20, 1976 

nor   ^  1Q7A 

Aft 

oo 

45,000 

55,000 

—  50,000 

66 

Texas  Trilogy  ($275,000) 

Sept.  23, 1976 

Nov.  7, 1976 

63 

70,000 

68,000 

—  150,000 

55 

!>ept.  24,  iy/o 

230 

->  r  AAA 

~i  r  nnn 

70  nnn 
—  /Z,UUU 

•in 

Porgy  &  Bess  ($500,000) 

Sept.  25, 1976 

Jan.  9, 1977 

128 

140,000 

155,000 

—  420,000 

under  20 

Robber  Bridegroom  ($350,000) 

Oct.  9, 1976 

Feb.  13, 1977 

145 

39,000 

39,000 

—  350,000 

0 

Wheelbarrow  Closers  ($70,000) 

Oct.  11, 1976 

Oct.  17, 1976 

8 

N.A. 

N.A. 

—  70,000 

0 

Best  Friend  ($175,000) 

Oct.  19,1976 

Oct.  24, 1976 

8 

32,000 

16,000 

—  145,000 

18 

Poor  Murderer  ($250,000) 

Oct.  20, 1976 

Jan.  2, 1977 

92 

30,000 

34,500 

—  250,000 

0 

The  Innocents  ($250,000) 

Oct.  21, 1976 

Oct.  30, 1976 

12 

40,000 

30,000 

—  250,000 

0 

Don't  Step  On  My  Olive  Branch 

Nov.  1,1976 

Nov.  14, 1976 

16 

24,000 

17,000 

—  175,000 

0 

($150,000) 

No  Man's  Land  ($100,000) 

Nov.  8, 1976 

Dec.  18, 1976 

48 

80,000 

105,000 

60,000 

160 

Eccentricities  of  a  Nightingale 

Nov.  23,1976 

Dec.  12, 1976 

24 

37,000 

20,000 

—  207,000 

0 

($200,000) 

Comedians  ($275,000) 

Nov.  28, 1976 

Apr.  3, 1977 

156 

50,000 

55,000 

—  300,000 

0 

Herzl  ($350,000) 

Nov.  30, 1976 

Dec.  5, 1976 

8 

51,000 

25,000 

—  378,000 

0 

Sly  Fox  ($402,000) 

Dec.  14, 1976 

140 

68,000 

126,000 

Broke  even 

100 

Music  Is  ($552,000) 

Dec.  20,1976 

Dec.  26,1976 

8 

80,000 

23,000 

—  750,000 

0 

Your  Arms  Too  Short  ($250,000) 

Dec.  22, 1976 

135 

51,000 

50,000 

—  250,000 

0 

Fiddler  on  the  Roof  ($700,000) 

Dec.  28,1976 

124 

170,000 

190,000 

Breaking 

100 

Something  Old,  Something  New 

Jan.  1,1977 

Jan.  2,  1977 

1 

60,000 

even 
—  225,000 

0 

($175,000) 

The  Trip  Back  Down  ($200,000) 

Jan.  7,1977 

Mar.  5, 1977 

66 

40,000 

12,000 

—  250,000 

0 

Dirty  Linen  ($116,000) 

Jan.  11,1977 

108 

32,000 

48,000 

Breaking 

100 

Hellzapoppin'  ($900,000) 

Never  opened 

90,000 

N.A. 

even 
—1.2  million 

0 

Baker's  Wife  ($500,000) 

Never  opened 

N.A. 

N.A. 

—  500,000 

0 

Otherwise  Engaged  ($250,000) 

Feb.  2, 1977 

83 

50,000 

75,000 

—  125,000 

50 

A  Party  With  Comden  &  Green 

Feb.  2, 1977 

83 

27,000 

35,000 

Breaking 

100 

($36,000) 

even 

Piaf  ($100,000) 

Feb.  14,1977 

Mar.  6, 1977 

24 

under  20,000 

7,000 

—  125,000 

0 

American  Buffalo  ($200,000) 

Feb.  16, 1977 

67 

35,000 

36,000 

N.A. 

N.A. 

Caesar  and  Cleopatra  ($240,000) 

Feb.  24, 1977 

Mar.  5, 1977 

12 

N.A. 

60,000 

—  150,000 

62 

Unexpected  Guests  ($100,000) 

Mar.  2,1977 

Mar.  6, 1977 

6 

25,000 

7,500 

—  135,000 

0 

*Figure  reflects  only  earnings  on  Broadway.     tRealized  but  not  necesscrily  distributed. 
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How  the  Pentagon 
communicates. 


At  all  times  the  Department  of  Defense 
must  be  prepared  for  trouble  in  some  part  of 
the  world. 

In  an  instant  the  flow  of  classified 
messages  and  data  about  intelligence, 
logistics  and  personnel  becomes  vital  to  the 
nation's  ability  to  act.  And  react. 

Autodin  I  by  Western  Union. 

So  the  Pentagon  must  have  a  modern 
communication  system  that  is  accurate, 
secure  and  more  reliable  than  any  other  in 
the  world.  And  it  does  in  Autodin  I,  the 
continental  U.S.  portion  of  which  has  been 
built  and  maintained  by  Western  Union. 

Autodin  I  is  the  largest  and  most 
sophisticated  data  communication  system 
anywhere.  It  links  the  Pentagon  to  its  many 
Armed  Forces  outposts  and  the  outposts  to 
)ne  another. 

It's 99.99%  reliable. 

The  U.S.  portion  of  Autodin  I  handles  an 
iverage  of  20  million  messages  a  month, 
adding  up  to  more  than  500  billion 
characters  a  year. 

Messages  pour  into  nine  switching  centers 
n  different  computer  languages,  codes, 
speeds,  formats  and  through  all  types  of  trans- 
mission—from  undersea  cables  to  satellites. 

Even  with  this  torrent  of  information, 
system  availability  and  operating  efficiency 


Autodin's  performance  is  reviewed  daily  at  Western 
Union's  Systems  Management  Center  in  McLean,  Va. 


are  rated  at  a  near-perfect  99.99  percent. 

The  probability  of  a  character  error 
being  transmitted  undetected  is  one  in  ten 
million.  The  probability  of  a  message  being 
routed  incorrectly  is  less  than  one  in  ten 
million. 

Next:  Autodin  II. 

In  anticipation  of  future  communication 
needs,  the  Pentagon  has  chosen  Western 
Union  once  again.  This  time  with  a  contract 
for  Autodin  II,  the  most  advanced,  high- 
density  packet  switching  network. 

For  our  latest  annual  report,  please  write: 
Boyd  Humphrey,  Western  Union  Corporation, 
One  Lake  Street,  Upper  U 
Saddle  River,  N.J.  07458.        western  union 


Western  Union. 
The  fastest  way  to  get  the  word  around. 
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VRMs  Go  Vroom  In  California 


It  hasn't  taken  very  long  for  the  variable  rate  mortgage  to 
catch  on  in  California.  In  the  frenzied  West  Coast  housing 
market,  it  may  even  prove  to  be  part  of  the  problem. 


In  just  22  months,  a  half  dozen  or  so 
of  California's  largest  state-chartered 
stock  savings-and-loan  associations 
have  loaned  out  nearly  $5  billion  in 
variable  rate  mortgages,  most  of  it  in 
the  past  12  months. 

For  the  two  largest  California 
S&Ls,  Home  Savings  &  Loan  and 
Great  Western  Financial,  80%  of  all 
their  new  mortgage  loans  in  the  last 
12  months  have  been  in  the  form  of 
variable  rate  mortgages,  which  now 
constitute  35%  to  40%  of  their  port- 
folios. President  James  F.  Montgomery 
of  Great  Western  Financial  flatly  pre- 
dicted last  month  that  55%  of  GWF's 
portfolio  this  year  will  be  VRMs.  In 
March  alone,  Home  S&L  President 
Richard  H.  Deihl  claims,  "over  90%  of 
$300  million  in  mortgages  held  in  es- 
crow were  VRMs." 

VRMs  are  mortgages  that  include 
a  provision  permitting  the  lender  to 
adjust  the  interest  rate  in  the  mort- 
gage up  or  down,  depending  on 
changes  in  the  average  cost  of  funds 
to  the  S&Ls.  The  maximum  upward 
rate  change  in  any  year  cannot  ex- 
ceed one-half  of  1%,  or  more  than  2/2 
points  over  the  life  of  the  mortgage. 

California's  state-chartered  S&Ls 
really  first  began  issuing  VRMs  in  vol- 
ume in  1975,  although  they  have 
been  legally  permitted  since  1970. 
Federally  chartered  S&Ls  still  cannot 
issue  or  buy  VRMs.  However,  by 
sometime  next  year  Congress  may  pass 
legislation  enabling  federal  S&Ls  at 
least  to  buy  VRMs  in  the  secondary 
market,  and  perhaps  to  offer  them. 

Why  VRMs'  sudden  popularity? 

First,  both  savings  inflows  and 
mortgage  demand  in  California  have 
been  running  at  a  torrid  pace.  The 
result  is  a  standoff,  with  interest  rates 
moving  little  either  way.  With  no 
change  expected  this  year,  borrowers 
have  yet  to  find  VRMs  a  burden. 

In  the.  meantime,  a  number  of 
S&Ls,  like  Gibraltar  Financial  and 
Great  Western,  have  been  aggressive- 
ly marketing  the  virtues  and  avail- 
ability of  VRMs.  Why  bother  when 
it's  easy  to  sell  a  regular  mortgage? 

Jerry    Gitt,    San  Francisco-based 


S&L  analyst  for  Dean  Witter,  says  one 
obvious  reason  is  that  "a  number  of 
S&L  managements  are  figuring  that  a 
year  or  two  from  now,  if  interest  rates 
rise,  they'll  be  in  a  good  position  to 
generate  additional  income  as  an  off- 
set to  the  rising  costs  of  attracting 
money.  It  could  have  a  significant  im- 
pact on  earnings." 

However,  there  will  be  a  lag  be- 
cause it  takes  regulatory  action  to  in- 
crease passbook  rates— to  which 
VRMs  are  largely  tied.  The  same  is 
true  when  money  rates  move  down: 
The  VRM  holder  gets  an  automatic 
reduction  when  S&L  money  rates  de- 
cline. Today,  passbook  savings  ac- 
count for  about  40%  of  total  California 
S&L  deposits.  The  remaining  60%,  in 
longer-term  certificates,  are  even  more 
stable. 

Looking   ahead,   the   S&Ls  figure 


that  VRMs  are  a  good  hedge  to  put 
more  stability  into  their  highly  cyclical 
earnings  pattern.  Right  now  the  S&Ls 
are  in  the  soaring  stage:  Earnings 
gained  an  average  of  60%  in  1976  as 
loan  volume  recovered  sharply  from 
depressed  1974  and  interest  spreads 
widened  to  near- record  levels;  and, 
says  Jerry  Gitt,  "Spreads  should  con- 
tinue to  widen  in  1977."  However, 
S&L  managements  are  thinking  about 
1978  and  beyond. 

The  California  real  estate  market  is 
playing  into  their  hands.  Prices  of 
new  homes  there  have  spurted  to 
above  $55,000  in  most  markets,  and 
prices  of  existing  homes— the  big  mort- 
gage market— in  places  like  Orange 
County  and  San  Diego  have  been 
rising  even  faster.  Many  state  S&Ls 
are  taking  advantage  of  the  trend  by 
insisting  that  borrowers  take  VRMs 
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The  bengal  tiger  must  rely 
on  man  for  survival 

Who 's going  to  save  your  skin? 

What  does  the  endangered  tiger  have  to  depend  on  for  survival 
besides  his  natural  defenses  and  the  compassion  of  humanity? 
His  defenses  alone  are  obviously  not  enough. 

In  preserving  your  industrial  capacity  you  have  no  one  else  to  count  on. 
When  disaster  strikes  you  have  no  one  else  to  blame.  Use  the 
defenses  available  to  you.  Practice  the  basic  principles  of  loss  control. 
That's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park,  Johnston,  Rhode  Island  0291  9. 


How  a  neat  little  package  from 
International  Paper 
can  clean  up  some  sticky  problems 
in  America's  schools 


Serving  schoolchildren 
open  cups  of  orange  juice 
is  no  picnic. 

Cute  as  kids  are,  they 
spill  the  juice  on  trays.  On 
tables.  On  the  floor.  And  on 
themselves.  (Don't  blame 
them.  It's  no  easy  trick  navi- 
gating a  tray  among  other 
schoolchildren.) 

But  serving  orange  juice 
in  schools  is  big  business, 
and  getting  bigger.  In  1975, 
there  were  more  than  290 
million  breakfasts  and  4  billion 
lunches  served.  And  many  of 
them  included  orange  juice. 

This  creates  a  giant  oppor- 
tunity for  International  Paper 
to  solve  some  sticky  problems 
in  America  s  schools. 

Headaches  behind  the  scenes 

Much  of  the  orange  juice  pre- 
pared in  schools  is  made  from 
frozen  concentrate  — which 
takes  up  valuable  storage 
space.  Not  only  that,  the  juice 
has  to  be  mixed  and  poured. 
Requires  pots,  pans,  paddles, 
and  pitchers.  And  takes  time 
and  labor. 

Then  after  it's  poured,  it  can 
separate.  Thin  out.  And  don't 
kid  yourself,  a  7-year-old  is  no 


The  4-oz.  Eco-Pak  carton:  International  Paper's 
answer  to  sticky  problems  in  America's  lunchrooms. 

pushover  for  orange  juice  that 
isn't  "just  right." 

Eco-Pak  to  the  rescue 

So  International  Paper  set  out  to 
solve  the  problems  of  serving 
orange  juice  in  schools.  Result: 
the  4-ounce  Eco-Pak™  carton. 

Orange  juice  in  Eco-Pak 
needs  no  straw  and  is  practi- 
cally spill-proof.  It's  pasteurized 
—  so  it  stays  fresher  longer.  It 
can  be  shaken  —  which  solves 
the  problem  of  separating 
and  thinning  out. 

It  requires  no  pots,  no  pans, 
no  paddles,  or  pitchers.  Dairies 
using  Eco-Pak  can  do  it  all. 
They've  already  got  the  space, 
the  pasteurization  equipment, 
and  distribution  to  the  schools. 

One  result:  school  food 
service  personnel  can  keep  on 


doing  the  terrific  job  they're 
doing  now  — with  less  bother. 

Schoolchildren  benefit,  too 

The  children  stand  a  chance 
of  getting  better  nutrition. 
Research  shows  that  for 
some  strange  reason,  when 
children  are  given  a  choice,  a 
third  more  of  them  will 
drink  orange  juice  when  it's 
offered  in  a  container  instead 
of  an  open  cup. 

Research  also  shows  that 
children  who  eat  a  good 
breakfast  are  likely  to  be  more 
attentive  and  perform  better 
than  those  who  don't.  Bravo  for 
the  School  Breakfast  Program! 

The  paper-saving,  4-ounce 
Eco-Pak  carton.  For  schools, 
hospitals,  and  other  institu- 
tions. Another  example  of 
International  Paper's  respon- 
siveness to  a  fast-changing 
world  —  with  innovative 
leadership  in  wood  products, 
building  materials,  hydro- 
carbon resources,  pulp,  paper, 
packaging,  and  non-woven 
and  health  products. 
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The 
Homestead- 
it's  another 
way  of  life. 

At  the  Homestead,  our  setting  is  17,000 
beautiful  Alleghany  acres,  graced  with 
three  championship  golf  courses,  tennis, 
swimming,  fishing,  horseback  riding  and 
more. 

Inside,  you'll  find  the  Homestead  equally 
impressive.  With  an  elegant  decor  and  a 
flair  for  service  and  fine  dining  you  may 
have  thought  vanished  long  ago. 

Special  golf  and  tennis  plans  available 
during  July  and  August.  See  your  travel 
agent.  Or  call  toll-free  800-336-5771.  In 
Virginia,  800-542-5734. 

HOMESTEAD 

Hot  Springs,  Virginia  24445 
Three  18-hole  championship  golf  courses,  swim- 
ming pools,  mineral  spa,  horseback  and  walking 
trails,  surrey  and  buckboard  driving,  15  tennis 
courts,  children's  playground,  trout  fishing,  skeet 
and  trap.  The  Homestead  is  easy  to  reach  via  U.S. 
Route  220,  train  service  by  Amtrak  or  Piedmont 
Airlines  to  the  Hot  Springs  Airport.  Jet  service 
available  from  New  York  and  Atlanta  to  Lewis- 
burg  and  Roanoke. 


CLASSIFIED 

appears  in  the  first  issue 
of  every  month 

Look  for  it  in  the 
upcoming  issue 

For  rates  and  other  information 
on  FORBES  CLASSIFIED 
call 

Sarah  Madison 
(212)  675-7725 
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on  properties  with  mortgages  of 
$55,000  and  up. 

Real  estate  brokers  love  VRMs.  As 
one  S&L  executive  told  Forbes:  "It 
doesn't  take  much  selling  on  his  [the 
broker's]  part  to  convince  a  buyer  in 
today's  market  to  go  for  a  little  high- 
er-priced house.  To  clinch  that  sale, 
the  broker  is  increasingly  likely  to 
steer  him  to  S&Ls  that  are  actively 
seeking  VRM  business.  On  a  more 
expensive  house,  the  broker  earns  a 
larger  commission." 

Look  at  what  he  can  promise  with 
a  VRM.  If  a  buyer  is  transferred  or 
wants  to  move  during  a  tight-money 
period,  the  VRM  holder  has  the  right 
to  transfer  his  mortgage  at  his  exist- 
ing contract  rate,  even  though  the 
interest  rate  on  new  mortgages  may 
have  risen  significantly  in  the  mean- 
time. That  is  a  big  selling  point 
with  homeowners  in  California,  where 
moving  is  almost  a  pastime. 

The  trend  to  higher-priced  homes 


". . .  To  clinch  a  sale,  the 
broker  is  likely  to  steer 
house  buyers  to  S&Ls  seek- 
ing VRM  business  . . ." 


is  being  enfolded  into  the  California 
culture.  "The  old  rule  of  thumb— that 
no  more  than  25%  of  a  family's  month- 
ly income  should  go  for  housing  costs 
—has  faded,"  a  Great  Western  senior 
executive  told  a  group  of  San  Fran- 
cisco analysts  in  March.  "Most  mort- 
gage loans  made  in  the  last  few 
years  have  accepted  30%  to  33%  of  in- 
come as  adequate.  That's  not  just  our 
bank,  but  pretty  much  a  general  sit- 
uation in  California."  The  working 
wife  not  only  wants  to  work,  she  has 
to  work. 

Of  course,  S&Ls  have  not  relaxed 
their  insistence  on  a  healthy  down 
payment,  usually  20%,  which  means 
close  to  $15,000  on  a  $70,000  house. 
Some  families  manage  that  by  bor- 
rowing, others  by  taking  out  second 
mortgages,  still  others  by  both.  So, 
for  many  California  homebuyers,  real 
shelter  costs  today  are  even  higher 
than  is  generally  recognized. 

The .  frenzied  buying  in  California 
is  even  beginning  to  worry  some  S&L 
executives.  Says  Home  S&L's  Richard 
Deihl:  "I  expect  demand  for  homes  to 
plateau  in  the  next  few  months.  If  it 
doesn't,  we're  going  to  have  to  take 
a  look  at  our  lending  policies." 

Clearly,  variable  rate  mortgages  did 
not  create  the  current  frothy  Califor- 
nia housing  boom— but  if  oversold  by 
eager  brokers,  VRMs  could  get  in 
trouble  along  with  it.  ■ 
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Dairy...  meeting  the  client's  needs 


Competitive  Technology 
-cost  benefit. 


Clients  for  new  process  plants  expect 
to  get  the  latest  commercially  proven, 
competitive  technology,  in  order  to  main- 
tain their  position  in  the  product  market. 
Davy's  aim  is  to  give  them  the  best  available 
-  technology  which  can  improve  product- 
ivity, cut  investment  and  operating  costs 
and  open  up  new  prospects.  Like  these 
four  examples:- 

A  new  low  pressure  process  to  make 
oxo-alcohols  has  emerged  through  a 
collaborative  research  programme  carried 
out  jointly  with  Union  Carbide  Corporation 
of  U.SA  and  Johnson  Matthey  of  London. 
Already  commercially  demonstrated,  it 
shows  major  cost  and  quality  merits  over 
conventional  processes.  In  phosphate 
fertilizer  production  Davy's  wet  rock  grinding 


process  reduces  capital  costs,  eliminates 
dust  emissions  and  saves  on  fuel  and 
power  consumptions.  In  Sweden  Davy  is 
building  the  first  steel  making  plant  in  the 
world  to  operate  from  the  outset  by  the 
OBM  process.  A  new  high  speed  spinning 
process  developed  by  Zimmer  now  being 
applied  to  polyester,  polyamide  6,  poly- 
amide  66  and  polypropylene,  reduces  the 
number  of  production  stages  required, 
increases  throughput  per  spinning  position 
and  effects  savings  in  capital  investment  of 
from  20  to  40%. 

Backed  by  Davy  engineering  and 
project  execution,  processes  like  these  can 
add  value  in  real  terms  at  every  stage  of 
production. 

making  technology  work 


Davy  engineering  and  contracting 

companies  include: 

Davy  Powergas  Ltd.,  London. 

Davy  Powergas  GmbH,  Cologne. 

Davy  Powergas  Inc.,  Houston,  Lakeland. 

Davy  Powergas  SA,  Paris. 

Zimmer  AG,  Frankfurt/Main. 

Olsen  Inc.,  Houston,  Texas. 

Davy  Pacific  Pty.  Ltd.,  Melbourne. 

Davy-Ashmore  S.A.  (Pty.)  Ltd.,  Johannesburg 

Davy  Bamag  GmbH,  Butzbach. 

Davy  Bamag  Ltd.,  London. 

Davy  Ashmore  International  Ltd.,  Stockton. 

Also  in  Brazil,  India,  Iran,  Iraq,  Japan,  Mexico 

and  Singapore. 


Davy  International  Ltd., 

15  Portland  Place,  London  W1A  4DD. 
Tel:  01-637  2821. 


Money  And  Investments 


Statistical  Spotligh 


Cash  For  What? 


Does  the  increasing  prevalence  of 
corporate  cash  hoards  signal  a  new 
round  of  stock  repurchases?  Interna- 
tional Business  Machines  recently 
tendered  for  some  of  its  own  shares, 
and  CBS  and  General  Mills  have  an- 
nounced similar  moves.  All  the  43 
companies  below  are  cash-rich,  hav- 
ing enough  to  pay  off  nearly  all  of 
their  current  liabilities. 


But  a  careful  look  at  the  list  dis- 
counts the  repurchase  theory.  The 
last  repurchase  wave  four  years  ago 
came  when  many  a  company  could 
buy  back  its  stock  below  book  value, 
and  thus  sweeten  per-share  earnings 
on  the  remainder.  Only  four  compa- 
nies below  show  a  book  value  signifi- 
candy  above  their  recent  share  price. 

A  more  likely  motive  for  the  cash 


hoards  is  potential  capital  spending 
that  the  companies  have  not  quite  de< 
cided  to  begin.  Union  Camp,  for  exj 
ample,  is  considering  a  $200-million> 
plus  expansion  at  one  of  its  mills. 

The  cash  could  also  have  a  curious 
cost.  By  making  these  companies 
more  attractive  to  would-be  takeovei 
artists,  it  could  mark  the  end  of  inde- 
pendence for  some  of  them.  ■ 


Cash  and 

Cash  as  % 

,  Price/Earnings  Ratio — ^ 

Latest 

equivalents 

of  Current 

5-Year 

12-Month 

Recent 

Book 

(Mil.) 

Liabilities 

Recent 

Range 

EPS 

Price 

Value 

American  Home  Products 

>  J5y 

-1-110/ 

18 

39-16 

$  1 .75 

30% 

$  6.25 

Avon  Products 

-IOC 

125 

17 

65-10 

2.90 

48'A 

10.1 5 

Bard  (C.K.) 

"I  c 

104 

i  ■> 
i  j 

JO    I  \J 

1.10 

14% 

9.22 

Becton,  Dickinson 

104 

140 

14 

41-12 

2.27 

32 

17.12 

Big  Three  Industries 

62 

126 

17 

26-9 

1.91 

31 3A 

13.87 

Duller  /vug 

31 

yy 

8 

12-3 

2.50 

21 

18.34 

Cannon  Mills 

A  A 

44 

1  O  A 

1 34 

9 

21-5 

1 .78 

15% 

30.62 

Champion  Spark  Plug 

84 

103 

in 

1  7  A 
I  /  -D 

1.20 

12% 

8.34 

Diebold 

36 

167 

9 

29-6 

1.28 

11% 

16.95 

Disney  (Walt) 

92 

124 

16 

82-10 

2.36 

36% 

22.53 

Dow  Jones 

71 

98 

17 

38-9 

1.91 

32% 

7.94 

Dun  &  Bradstreet 

83 

88 

16 

31-9 

1.80 

29% 

8.83 

Freeport  Minerals 

95 

180 

q 

3.13 

2  9 'A 

22.38 

General  Amer  Oil  Texas 

31 

124 

16 

28-7 

3.54 

57% 

40.72 

Hershey  Foods 

56 

124 

6 

23-4 

3.32 

19% 

17.32 

Howard  Johnson 

80 

276 

8 

38-4 

1.31 

10 

10.43 

Ideal  Basic  Inds 

52 

199 

8 

13-4 

2.41 

193A 

18.39 

■  II*  "_  T"  I  11/  | 

Illinois  Tool  Works 

42 

108 

zo-o 

1.71 

233A 

12.61 

International  Business  Machines 

6156 

151 

18 

39-12 

15.94 

285  % 

84.60 

Johnson  &  Johnson 

278 

92 

20 

62-20 

3.53 

71% 

22.35 

Lehigh  Portland  Cement 

18 

144 

10 

15-4 

1.81 

-1-7  1/ 

1  7  72 

34.17 

1  III.. 

Lilly  (tli) 

395 

88 

15 

43-15 

2.90 

44% 

1 5.58 

Maytag 

30 

156 

13 

22-10 

2.47 

31  % 

9.39 

McDermott  (J.  Ray) 

448 

117 

4 

29-3 

12.31 

503A 

33.35 

Moore  McCormack  Resources 

79 

166 

5 

13-1 

8.80 

46% 

47.17 

Newmont  Mining 

102 

91 

15 

19-4 

1.88 

281A 

24.83 

Owens-Corning  Fiberglas 

166 

101 

14 

24-9 

4.80 

66% 

30.38 

Pabst  Brewing 

62 

107 

6 

34-5 

3.79 

22 

30.18 

Petrie  Stores 

99 

392 

15 

39-9 

4.98 

77 

15.61 

Pittston 

189 

87 

9 

33-3 

3.91 

35  % 

13.53 

Pizza  Hut 

27 

125 

8 

33-4 

2.57 

20% 

9.04 

Revlon 

268 

117 

15 

27-10 

2.68 

39% 

14.59 

Robins  (A.H.) 

51 

122 

11 

43-8 

1.20 

123A 

7.52 

Schering-Plough 

270 

121 

13 

49-14 

•  2.91 

39% 

13.07 

Simplicity  Pattern 

57 

379 

13 

65-7 

0.98 

12% 

7.18 

Skyline  Corp 

49 

268 

17 

87-12 

0.91 

15% 

7.60 

Square  D 

58 

87 

14 

28-8 

1.86 

26% 

9.47 

Tampax 

62 

402 

12 

58-8 

2.92 

34% 

10.49 

Tektronix 

80 

124 

15 

34-5 

4.02 

59% 

26.39 

Thomas  &  Betts 

17 

97 

17 

37-12 

2.20 

363A 

12.08 

Time  Inc 

126 

103 

11 

19-5 

3.32 

36% 

22.20 

Union  Camp 

160 

158 

13 

19-6 

4.97 

63  3A 

26.86 

Westvaco 

79 

87 

9 

22-3 

3.40 

31 3A 

25.02 
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Learjet  Most  fuel  efficient 
...anH  highest  performing. 


You  buy  a  business  jet  to  get 
:here  fast.  Not  to  bump  along 
jnder  400  mph.  And  why  sacrifice 
advantages  of  fuel  and  dollar 
economies? 

Only  Learjet  gives  you  the  best 
3f  both.  It's  the  no  compromise 
Dusiness  jet.  Speed.  Economy. 
Fuel  thrifty.  Plus  all  the  operating 
flexibility  you're  likely  ever  to 


need.  (Get  airborne  and  land  eas- 
ily using  runways  under  3,000  feet 
long.) 

Bob  Wolin,  our  vice  president  — 
domestic  marketing,  will  be  glad  to 
document  these  and  other  Learjet 
owner  benefits.  His  number  is 
(602)  294-4422. 

Jetliner  speeds  at  lowest  cost 
and  fuel  consumption.  One  more 
reason  to  choose  Learjet. 


Gates  Learjet  Corp.,  Aircraft 
Marketing.  P.O.  Box  11186  Tuc- 
son, Ariz.  85734  /  Wichita  /  New 
York  /  Chicago  /  Dallas  /  Denver  / 
Geneva. 

Gates  Learjet =>> 

Builder  of  the  world's  largest 
business  jet  fleet 

D  Member  of  GAMA 


memo  from 
marsh  &  Mclennan 


Product  Liability 
at  the  crossroads* 

It's  time  for 

cool  heads,  not 

heated  arguments* 

As  everyohe  who  reads  the 
newspapers  knows,  the  insur- 
ance market  for  product  liability 
coverage  is  in  bad  shape.  In 
many  cases,  a  business  cannot 
obtain  enough  coverage;  for 
some  classes  of  risks,  coverage 
is  almost  totally  unavailable. 
And  in  a  classic  example  of 
supply-and-demand  economics, 
premiums  are  soaring.  Sadly, 
this  is  as  much  a  reflection 


00  Laws  Reduce 

Speed  ClaW.  gg, 
Settlements 


Eliminate 
Ad  Damnum 
.  Clauses 
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of  the  capacity  shortage  as  of 
any  technically  sound  assess- 
ment of  loss  potential. 
The  problem  is  widespread, 
affecting  industry,  the  legal  pro- 
fession, insurers,  legislators  — 
and  ultimately,  the  public.  All 
have  different,  often  conflicting, 
viewpoints  which  have  been 
stated  repeatedly  frequently 
with  great  passion  and  dire 
predictions. 

However,  we  feel  that  the  time 
has  come  for  more  than  talk. 

Too  much  heat, 
not  enough  light. 

Our  feeling  is  that  a  central 
forum  is  needed  where  opinions 


Authorize 


Eliminate 
PunitiveDaniage8 
from  Owl  Cases 


can  be  heard,  ideas  collected 
and  opposing  viewpoints 
reconciled. 

Because  we  judge  the  need  so 
;  urgent,  we  have  formed  the 
;  Marsh  &  McLennan  Product 
!  Liability  Council.  This  group  is 
I  composed  of  senior  Marsh  & 
McLennan  professionals 
selected  on  the  basis  of  broad 
insurance  experience,  extensive 
client  contact  and  a  reputation 
for  open-mindedness. 
There  will  be  no  easy  solutions. 
Product  liability  is  largely  a 
social  issue.  Its  roots  are  in  our 
tort  system  of  justice  — which 
in  this  case  is  intolerably  slow, 
capricious  and  cost-inefficient. 
Tort  reform  is  essential  but  it  is 
a  long  way  off,  dependent  as  it 
is  on  legislative  action  and 
public  acceptance. 

Meanwhile,  what 
can  be  done? 

A  great  deal. 

•  Means  can  be  sought  to  attract 
new  capital  into  the  insur- 
ance underwriting  markets 
which  would  do  much  to  ease 
the  upward  pressure  on  pre- 
mium rates.  (One  unexpected 
source  might  be  the  extra 
capacity  made  available  by 
more  careful  scrutiny  of  tax 
laws  and  regulatory  provisions 
that  seemingly  encourage 
purchase  of  insurance  solely 
for  accounting  and  adminis- 
trative considerations.) 

•  Greater  stress  should  be 
placed  on  loss  prevention, 
leading  to  fewer  claims,  with 
good  effect  on  future  rates. 
Specifically:  tighter  controls 
over  all  aspects  of  product 
design,  manufacturing,  mar- 
keting and  distribution  to 


insure  compliance  with  war- 
ranties, given  or  implied. 

•  Much  remains  to  be  done  in 
the  effort  to  improve  the  es- 


Underwriting  Loss  Experience 
Product  Liability  Coverage 
1970-76 


sential  structure  of  liability 
insurance  programs.  Policy 
language,  methods  of  rating 
and  exposure  data  informa- 
tion —  each  of  these  areas  often 
fail  to  respond  satisfactorily 
to  the  needs  of  both  insurer 
and  insured. 

All  the  while,  of  course,  the 
Council  will  bear  in  mind  that 
long-term  legislative  and  public 
education  goals  are  absolutely 
essential  if  the  current  crisis 
is  to  be  resolved  and  repetition 
avoided. 

What's  an  insurance  broker 
doing  in  all  this? 

Marsh  &  McLennan  didn't  get 
to  be  the  world's  leading  in- 
surance broker  by  sittingquietly 
on  the  sidelines. 


We  have  always  felt  a  deep- 
seated  responsibility  to  tackle 
tough  issues  that  lie  within 
our  areas  of  insurance  and  risk 
management  skills. 
This  is  just  such  a  case.  We  feel 
our  special  talent  and  depth 
of  professional  experience 
places  us  in  a  unique  position 
where  we  can  become  part  of 
the  solution. 


If  you'd  like  to  know  more— 
or  have  suggestions  to  offer- 
write  to  the  Product  Liability 
Council.  Dept.  200-FB.  Marsh 
&  McLennan.  Incorporated. 
1221  Avenue  of  the  Americas. 
New  York.  N.Y.' 10020.  We'll  send 
you  reprints  of  several  articles 
on  the  subject. 


Members  of  the  Product  Liability  Council. 
San  Francisco.  February.  1977. 


Marsh  & 

MCLfiDDaQ 
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Northern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited,  Alberta.  Canada  Co 

solidated  Pipe  Lines  Company,  Alberta.  Canada;  Weskem  of  Canada,  Ltd  ,  Alberta.  Canada.  Consolidated  Gathering  System  Limited,  Alberta.  Canada.  Norlanc 
Petroleum  Limited,  Alberta,  Canada,  Northern  Liquid  Fuels  International  Ltd  ,  Houston.  Texas;  Energy  Systems  Division.  Omaha,  Nebraska,  Hydrocarbon  Tran 
portation,  Inc  .  Omaha,  Nebraska;  Northern  Gas  Products  Company,  Omaha,  Nebraska,  Northern  Helex  Company,  Omaha,  Nebraska,  Northern  Propane  Gi 
Company.  Minneapolis,  Minnesota.  Northern  Vocational  Training  Company,  Washington,  D  C  ,  Protane  Corporation,  Coconut  Grove,  Florida.  Dominican  Republn 
Jamaica,  Guatemala.  Venezuela.  Puerto  Rico,  United  Petroleum  Gas  Company,  Minneapolis,  Minnesota.  Weskem  Division.  Amarillo,  Texas.  UPG.  Inc  .  Omah, 
Nebraska,  Peoples  Natural  Gas  Division,  Omaha,  Nebraska,  Northern  Petrochemical  Company,  Des  Plames,  Illinois,  Canton  Division,  Canton.  Ohio,  Nortech  Divisioi 
Clinton.  Massachusetts,  National  Poly  Products  Division,  Mankato,  Minnesota,  Automotive  Chemicals  Division,  Des  Plames.  Illinois 

and  we  also 
help  deliver 
clean 
entertainment. 


Helping  to  supply  the  television 
industry  with  cabinets  that  are 
free  of  scratches,  dirt'  or  moisture  is 
just  one  of  the  wide  range  of 
products  and  services  Northern 
provides  as  a  widely  diversified 
natural  gas  company. 

Chicago  Transparent  Products, 
a  division  of  Consolidated  Foods 
Corporation,  buys  plastic  resins 
made  by  the  Polymer  Division  of 
our  Northern  Petrochemical 
Company.  They  use  the  resins  to 
manufacture  a  non-abrasive  protec- 
tive cover  for  most  major  TV  sets 


manufactured  in  the  Midwest. 

The  plastic  protects  the  television 
cabinet  from  the  manufacturer's 
assembly  line  to  the  con- 
sumer's home. 

Our  search  for  new  and  better 
energy  uses  has  led  us  into 
antifreeze,  color  resins,  plastics  for 
the  pharmaceutical,  automotive 
and  houseware  industries,  and 
much  more. 

By  squeezing  all  the  value  we 
can  from  our  energy  sources,  we're 
providing  a  service  far  beyond 
what  you'd  expect  from  a  "tra- 
ditional" gas  pipeline  company. 


And  as  we  continue  to  diversify 
and  develop  in  areas  where 
major  growth  is  possible,  both  our 
customers  and  investors 
will  benefit. 

Meanwhile,  we'll  still  be  doing  all 
the  things  you'd  expect  a  gas 
company  to  do. 

Like  serving  1 .5  million  customers 
through  73  utilities  in  eight 
states,  maintaining  over  31,000 
miles  of  natural  gas  pipeline, 
and  continuing  our  constant  search 
for  new  gas  reserves. 


Northern 

The  gas  company  that's  something  else. 


Moving  The  Monster 


A  mammoth  oil  platform  goes  to  the  North 
Sea  in  the  biggest  haul  in  maritime  history. 

Tms  summer  the  largest  man-made  structure  ever  floated 
—the  Ninian  oil  field's  central  production  platform— will  be 
towed  from  the  Highlands  in  the  west  of  Scotland  almost 
500  miles  around  the  Shetland  Islands  and  into  the  North 
Sea.  Assuming  good  weather,  the  trip  should  take  two 
weeks,  and  will  be  the  biggest  commercial  towing  opera- 
tion in  history. 

Now  under  construction  at  Loch  Carron,  the  huge  con- 
crete platform— which  local  Scots  have  dubbed  "The  Mon- 
ster"—will  weigh  over  600,000  tons  when  completed.  It 
will  eventually  support  42  producing  oil  wells  and  will  be 
capable  of  storing  1  million  barrels  of  oil.  The  deck  alone 
weighs  in  at  some  6,000  tons,  and  will  cover  an  area  larger 
than  London's  Trafalgar  Square.  It  will  be  home  for  more 
than  25,000  tons  of  derricks  and  drilling  rigs,  refrigeration 
and  heating  equipment,  generators  and  a  helicopter  pad, 
as  well  as  living,  medical  and  recreational  facilities  for  a 
120-man  crew.  Upon  its  arrival  at  the  Ninian  field,  it  will 
gradually  be  sunk  into  place,  with  its  massive  steel  skirt 
biting  into  the  seabed  as  much  as  450  feet  below. 

Rising  776  feet  from  its  base,  the  giant  will  tower 
more  than  220  feet  above  the  Washington  Monument. 
It  is  being  built  by  some  1,250  employees  of  the  Anglo- 
French  consortium  Howard  Doris  Ltd.  And  the  bill?  It, 
too,  isn't  small— $120  million  to  Chevron  Petroleum,  Ltd.  ■ 


The  Wrong  Road  Taken? 


New  Hampshire  chose  once  between  more  taxes  and 
industrialization.  It  may  have  to  choose  again. 


Quaint,  bucolic  New  Hampshire, 
stronghold  of  the  frugal,  independent 
American:  800,000  people  on  9,000 
square  miles,  low  (4.9%)  unemploy- 
ment, low  crime,  a  largely  homoge- 
neous population.  Many  another  state 
in  the  union  would  gladly  swap  its 
own  problems  for  New  Hampshire's. 

Instead,  watch  New  Hampshire 
opting  for  everyone  else's  problems. 
Observe  how  its  decision  to  seek  in- 
dustrial expansion  and  population 
growth  threatens  to  dump  rustic  New 
Hampshire  smack  into  the  muddle  of 
the  1970s. 

Trying  hard  to  pay  its  bills  while 
remaining  the  only  state  without  a 
broad-based  sales  or  income  tax,  New 
Hampshire  has  become  increasingly 
dependent  on  a  six-year-old  industrial 
boom  plus  a  7%  Business  Profits  Tax 
for  critical  state  revenues.  According 
to  his  1977  inaugural  address, 
Governor  Meldrim  Thomson  Jr.,  who, 
beginning  in  1973,  has  won  three 
terms  running  against  an  income  tax, 
was  expecting  $31  million  from  the 
Business  Profits  Tax  this  year:  "As 
business  and  industry  prosper,  we 
can,  under  our  Business  Profits  Tax, 


expect  our  state  revenues  to  grow." 
Compelled  by  state  statute  to  present 
a  balanced  budget,  industrial  expan- 
sion has  become  key  to  Thomson's 
politics. 

Six  years  ago,  vigorously  assisted  by 
bonanza-minded  real  estate  develop- 
ers, New  Hampshire  put  out  the  red 
carpet  for  industrial  expansion.  The 
Office  of  Industrial  Development  ag- 
gressively set  out  to  attract  manufac- 
turers from  more  heavily  taxed,  near- 
by eastern  states  like  Massachusetts 
and  New  York.  Besides  its  low  taxes, 
New  Hampshire  offered  inexpensive 
land,  an  unmilitant  work  force,  an  un- 
crowded  lifestyle  and  tax-exempt  in- 
dustrial revenue  bonds. 

Easy  Access 

Eager  real  estate  developers  sized 
up  manufacturers'  land  needs  and 
quickly  constructed  low-cost  factories 
and  industrial  parks,  often  on  little 
more  than  a  handshake.  It  took  only 
a  few  weeks  for  access  roads  to  the 
new  factories  to  win  state  approval. 

Relocating  and  expanding  compa- 
nies put  up  new  industrial  structures 
by  the  score,  most  along  Route  93— in 


a  narrow  vertical  corridor  between 
the  capitol,  Concord,  and  the  state's 
southern  ( Massachusetts )  border. 
Companies  like  The  Continental 
Group,  Inc.,  Digital  Equipment  Corp., 
Mass  Machine  &  Stamping,  Inc., 
Omni  Spectra,  Inc.,  Wheelabrator- 
Frye  Inc.  and  Data  General  Corp. 
located  plants  in  New  Hampshire. 
They  moved  in  their  machines,  ac- 
countants, file  cabinets,  their  people 
and  their  people's  baby  buggies.  In 
1976  alone,  56  industries  opened  up 
operations  or  administrative  facilities 
—most  in  the  increasingly  crowded 
southern  tier  of  the  state. 

In  business  terms  at  least,  the  move 
to  New  Hampshire  has  been  a  success 
for  its.  new  corporations.  For  example, 
Kollsman  Instrument  Co.,  a  division  of 
Sun  Chemical  Corp.,  blamed  local 
union  wage  scales  and  work  rules  at 
its  former  plant  in  Syosset,  Long  Is- 
land for  its  losing  money  on  Defense 
Department  contracts  for  such  things 
as  aircraft  altimeters.  Since  its  1974 
move  to  New  Hampshire,  with  non- 
union workers  getting  an  hourly  wage 
almost  $1  below  the  $5.50  paid  in 
Syosset  and  with  a  work  force  30%  less, 
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If  you're  looking  for  a  transnational  bank, 
ome  to  the  Pyramid. 


The  Bankers  Trust  Pyramid  is  vir- 
tually everywhere.  We  have  offices  in  50 
key  cities  on  6  continents  and  a  network 
of  1,700  correspondents  in  1 19  countries. 

But  being  transnational  that  is,  able 
to  conduct  business  beyond  national 
boundaries— is  not  as  important  as  how 
well  we  conduct  business.  We  pride  our- 
selves on  being  skilled  professionals, 
with  over  60  years  of  experience  in 
international  banking  to  draw  from. 

It  would  be  fairly  difficult  to  exhaust 
our  international  services.  They  range 
from  complicated  loan  syndications, 
overseas  private  placements  and  trade 
financings,  through  foreign  exchange 
and  cash  and  Eurocurrency  manage- 
ment, to  routine  remittances  via  air 
freight. 

Our  bankers  are  prepared  for  the 
most  intricate  and  demanding  projects. 
(A  case  in  point  might  be  one  involving  a 
transnational  company,  a  developing 
country,  several  government  agencies 
and  multiple  currencies.) 

This  is  why  so  many  companies  come 
to  us  for  so  many  different  types  of 
financing— a  Yugoslavian  nickel  mine, 
for  example,  or  an  American  company 
building  tractors  in  Germany  for  Tur- 
kish farmers,  or  a  North  Sea  oil  explora- 
tion project,  or  an  American  company 
exporting  grain  throughout  the  world. 

Wherever  vou  see  the  Bankers  Trust 
Pyramid,  youVe  dealing  with  a  full  serv- 
ice bank  in  the  fullest  sense  of  the  word, 
with  the  capacity  to  raise,  lend  and  man- 
age money  worldwide. , 

Whatever  your  needs, 
a  visit  to  the  Pyramid 
can  be  a  rewarding 
experience. 

Bankers   

Trust  Company 

280  Park  Avenue.  New  York.  N  Y.  10017 


International  Banking  Subsidiaries  in  the 
United  Stales:  Chicago.  Houston,  Los 
Angeles  and  Miami. 

Overseas  Branches:  London,  Birmingham, 
Milan.  Paris,  Tokyo,  Singapore.  Nassau  and 
Panama  City. 

An  International  Banking  Network  ol 
branches,  subsidiaries,  affiliates  and  repre- 
sentative offices  in  35  countries  on  6  conti- 
nents. 

Member  Kcderal  Deposit  Insurance  Corporation 
©  Bankers  Trust  Company 


Next  time  you  see  a  corrugated  box,  think  of  us. 

We  sell  more  linerboard  and  corrugating  medium  than  any  other  United 
States  paper  company. 

We  make  a  lot  of  other  paper,  too.  In  fact,  of  the  hundreds  of  papermakers 
in  the  United  States,  only  four  or  five  can  match  our  two  million  ton  capacity. 
We're  bigger  in  paper  than  such  familiar  names  as  Westvaco,  Boise  Cascade, 
Union  Camp,  Mead. 

We're  also  successful  marketers:  In  each  of  the  three  parts  of  the  paper 
business  in  which  we  compete,  we  are  a  market  leader. 

Linerboard  and  corrugating  medium.  We  make  it  in  one  of  the  industry's 
largest  and  most  efficient  mills.  And  we  sell  almost  all  of  it  to  the  independent 
box  makers,  who  have  22%  of  the  market. 

Business  communication  papers.  Office  copier  paper,  computer  printout 
paper,  business  forms,  bank  checks,  stationery.  We're  good  at  making  and 
selling  such  papers,  as  our  leading  market  position  demonstrates. 

Groundwood  printing  papers.  We  make  and  sell  more  uncoated  groundwood 
printing  paper,  used  in  such  things  as  telephone  books  and  mail-order  catalogs, 
than  any  other  North  American  producer. 

With  growing  capacity,  concentration  in  three  profitable  markets,  and  our 
leading  market  position  in  each,  we  believe  our  outlook  is  healthy. 

And  profitable:  In  the  last  five  years  our  earnings  per  share  have  grown  at  an 
average  annual  rate  of  30%.  Our  pre-tax  return  on  sales  has  increased  more  than 
150%  to  13.0%,  and  return  on  equity  has  doubled  to  14.4%. 

And  you  don't  know  our  name? 

Our  NYSE  symbol  is  GNN — Great  Northern  Nekoosa  Corporation. 
Sam  Casey  is  our  chairman.  He  wants  to  send  you  an  annual  report,  a  10-K  and  a 
fact  book  about  GNN.  Write  to  him  at  Great  Northern  Nekoosa  Corporation, 
75  Prospect  Street,  Stamford,  Connecticut  06901. 


AVAILABLE. 

Whelri  your  employees  aren't. 
At  Western. 


Western  temporaries  are  avail- 
able whenever  you  need  them.  Dur- 
ing vacations  they  help  keep  your 
work  on  schedule. 

That's  Western's  only  business 
....  to  supply  you  with  exactly  the  right 
temporary  personnel.  Tested,  evalu- 
ated and  ready  to  work. 

Everyone  will  have  a  good  va- 
cation when  you  depend  on  Western 
for  temporary  help. 

Proven  since  1948.  We're  in  the 
white  pages.  Call  Western  today. 

Western 

TEMPORARY  SERVICES,  INC* 

Western  Girl  (Office) 
Marketing  /  Industrial/  Medical  /  Santa 

Corporate  Headquarters: 
101  Howard  St.,  San  Francisco,  Ca.  94105 

AN  EQUAL  OPPORTUNITY  EMPLOYER.  MALE.FEMALE 


Kollsman  says  it  is  back  in  the  black. 

What  has  the  industrialization  done 
for  New  Hampshire?  Governor  Thom- 
son can  brag  that  30%  of  New  Hamp- 
shire's work  force  is  employed  in  di- 
versified manufacturing  (compared 
with  24%  for  the  nation  as  a  whole), 
that  the  state  has  a  triple-A,  bond 
rating  and  a  surplus  in  its  unemploy- 
ment security  fund. 

But  is  the  Business  Profits  Tax  help- 
ing Meldrim  Thomson  balance  his 
budget?  The  BPT  replaced  a  locally 
assessed  tax  on  inventory  and  machin- 
ery, which,  along  with  local  property 
taxes  and  others,  paid  for  the  largely 
self-determined  level  of  services  and 
schooling  in  each  New  Hampshire 
community.  To  get  the  BPT  passed 
by  the  legislature,  the  state  agreed 
to  give  most  of  the  take  back  to  the 
localities.  As  a  result,  of  the  $31  mil- 
lion that  Thomson  says  will  be  col- 
lected this  year  through  the  BPT, 
some  $24.4  million  will  be  returned  to 
communities  such  as  Nashua  and  Sa- 
lem, where  it  was  generated. 

The  state,  meantime,  faces  unfore- 
seen shrinkage  in  other  areas  of  its 
tax  base.  Its  modest  services  (only 
one  state  mental  hospital,  for  exam- 
ple) have  historically  been  paid  by  a 
combination  of  assorted  limited  taxes 
and  by  the  so-called  "sin  taxes"— taxes 
on  liquor,  beer,  cigarettes,  horse  rac- 
ing and  dog  racing.  The  sin  taxes 
alone  contributed  54%  to  the  state's 
unrestricted  revenue  funds  in  1976. 

Tax  revenues  from  liquor  and  to- 
bacco alone  grew  at  a  rate  of  about 
12%  for  years.  But  now  these  sin  taxes 
have  suddenly  leveled  off.  A  dispro- 
portionate number  of  New  Hamp- 
shire-run liquor  stores  and  race  tracks 
are  located  near  the  Massachusetts 


Governor  Meldrim  Thomson  Jr.:  His 

slogan  Ax-The-Tax  won  him  three 
terms  and  thousands  of  constituents. 


with   a   large   share   of   their  cost. 

Its  overall  expenditure  for  welfare, 
for  example,  including  federally  assist- 
ed family  assistance  programs,  now 
amounts  to  $30  million  a  year,  vs. 
$4.5  million  in  1964.  Its  share  of 
Medicaid  costs  alone  has  grown  11 
times  since  1968,  to  $9.8  million.  In 
all,  the  state  budget  has  almost  dou- 
bled since  1970  to  $415  million  last 
year,  says  the  comptroller's  office. 

This  year,  Governor  Thomson  and 
the  Republican-led  legislature  only 
succeeded  in  wiping  out  a  foreseeable 
$7-million  deficit  in  the  state's  general 


". . .  Population  has  exploded  in  southern  New  Hamp- 
shire . . .  Much  of  the  growth  is  centered  in  pictur- 
esque antique  bedroom  towns  that  can  barely  stand  it . 


border.  (It  is  only  common  sense  to 
let  the  other  guy  pay  your  sin  taxes.) 
But  Massachusetts  has  lower  liquor 
prices  now,  which  cuts  down  on  trips 
across  the  border.  Legalized  gambling 
has  also  expanded  in  Massachusetts. 

Under  those  conditions,  balancing 
the  budget  has  become  increasingly 
difficult.  The  budget  began  to  burst 
back  in  the  mid-Sixties,  when  the  state 
bit  for  Great  Society  programs  in  areas 
like  family  assistance,  medicare  and 
welfare  because  the  money  offered  by 
Washington  looked  good.  With  the 
wide-eyed  Sixties  gone,  New  Hamp- 
shire is  now  stuck  with  a  thick  sheaf 
of  federal  rules  on  how  those  re- 
maining programs  must  be  run— and 


fund  by  the  kinds  of  cuts  and  defer- 
rals that  have  made  New  York  City 
infamous  lately.  They  cut  $1  million 
from  the  state  university  fund.  (New 
Hampshire's  land-grant  colleges  have 
one  of  the  highest  tuitions  of  any  in 
the  nation.)  They  deferred  a  sched- 
uled payment  of  $1  million  into  the 
State  Employees  Retirement  Fund. 
Another  $500,000  came  from  a  tax 
imposed  on  policies  sold  in  New 
Hampshire  by  the  New  York  insur- 
ance companies.  Most  of  the  rest  was 
canceled  by  a  hiring  freeze  on  per- 
manent state  employees  and  a  cut  in 
the  expense  allowance  of  existing 
employees. 

According  to  C.  Robertson  TrowJ 
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How  a  hospital  can 
make  a  profit  without 
taking  something  away 
from  patient  care. 


"Humana,  a  private  enterprise 
hospital  company,  has  proved  that  a 
profitable  hospital  can  provide 
improved  services  for  the  patient 
and  the  physician. 

There  is  nothing  mystical  about 
Humana's  achievements.  By  apply- 
ing private  enterprise  incentives,  and 
the  skills  of  the  Humana  professional, 
our  hospitals  are  able  to  operate 
efficiently  and  profitably " 

David  A.  Jones,  Chairman,  Humana  Inc. 


Profitability  is  what  assures  Humana's  ability  to 
attract  the  financial  resources  needed  to  set  stan- 
dards for  higher  quality  hospital  care,  at  a  time 
when  many  hospitals  must  struggle  to  maintain  the 
status  quo. 

The  Humana  approach  to  hospital  services  has 
already  resulted  in  a  successful,  growing  company, 
owning  and  operating  hospitals  in  seventeen 
states.  But  we  are  actually  just  at  the  threshold  of 
our  growth  potential.  Looking  ahead,  the  need  to 
renew  America's  hospitals  cannot  be  met  by  tradi- 
tional means.  Humana  will  play  an  important  role  in 
fulfilling  this  need  through  private  enterprise. 

If  you  would  like  to  know  more  about  a  leader- 
ship company  in  the  rapidly  growing  47  billion 
dollar  hospital  services  industry,  we  would  be 
pleased  to  send  you  a  copy  of  our  annual  report. 
Please  write,  Humana  Inc.,  1800  First  National 
Tower,  Dept.  4B,  Louisville,  Kentucky  40201 . 


The 

Hospital 
Company 


Where  private  enterprise  is  . 
making  possible  a  better 
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bridge,  chairman  of  the  State  Senate's 
Finance  Committee,  the  state's  mea- 
ger take  from  the  Business  Profits  Tax 
will  do  little  to  offset  the  $15-mil- 
hon-to-$20-million  shortfall  he  fore- 
sees for  the  1978-79  budget.  Nor  does 
industrialization  itself  impress  him  as 
a  boon  to  New  Hampshire.  Says 
Trowbridge:  "The  only  people  who 
have  really  prospered  are  the  real  es- 
tate agents." 

Trowbridge  points  to  what  he  calls 
the  "Massachusetts  crawl  into  New 
Hampshire."  While  Thomson  praises 
industrialization  for  providing  jobs 
for  New  Hampshire  citizens,  says 
Trowbridge,  at  least  25%  of  those  jobs 
have  gone  to  workers  who  commute 
each  morning  from  across  the  Mas- 
sachusetts border. 

Meanwhile,  the  new  factories  and 
the  people  who  have  come  to  work 
in  them  are  putting  increasingly  severe 
strains  on  life  in  southern  New  Hamp- 


Many  of  New  Hampshire's  tradi 
tional  pay-as-you-go  citizens  indicat< 
a  growing  unease  about  the  "new* 
people.  Welfare  rolls  in  the  state  have 
grown  150%  since  1968,  to  some 
41,000  recipients. 

The  political  consequences  of  New 
Hampshire's  industrialization  are  still 
unfolding.  How,  for  example,  will  its 
frugal  unemployment  insurance  regu- 
lations sit  with  its  imported  citizens, 
to  say  nothing  of  their  offspring?  Tra- 
ditionally, the  benefits  have  been  low 
—$95  a  week  tops  compared  with  $162 
for  Massachusetts— although  living  ex- 
penses in  the  two  states  are  about  the 
same.  That  may  have  worked  well  in  a 
New  Hampshire  that  cherished  self- 
reliance,  but  will  it  hold  up  in  the 
more  complicated  economy  it  is  now 
dealing  for? 

Financing  public  schools  may  be- 
come another  vexing  problem.  A  state 
provision  that  allows  big  landowners 


. .  Besides  its  low  taxes,  New  Hampshire  offered 
inexpensive  land,  an  unmilitant  work  force,  an 
uncrowded  lifestyle  and  tax-exempt  revenue  bonds . . 


shire,  while  posing  new  budget  prob- 
lems for  both  the  state  and  its  locali- 
ties. While  the  town  of  Merrimack 
and  Anheuser-Busch,  which  built  a 
$40-million  brewery  there  in  1968, 
squabbled  over  pollution  of  local  wa- 
ters, for  example,  New  Hampshire's 
expenses  for  water-pollution  control 
continued  to  grow— to  $6  million  at 
last  count,  compared  with  $1.6  mil- 
lion in  1968.  Population  has  exploded 
in  and  around  southern  industrial 
towns  like  Nashua,  Merrimack  and 
Salem.  Much  of  the  growth— 11%  be- 
tween 1970  and  1975,  with  another 
13%  by  1980— is  centered  in  pictur- 
esque, antique  bedroom  towns  that 
can  barely  stand  it. 

For  example,  some  leaders  of  the 
once  uncomplicated  village  of  Am- 
herst recently  tried  (and  failed)  to 
limit  building  permits.  Swelled  by  ex- 
ecutives and  their  families  from  near- 
by Anheuser-Busch,  The  Continental 
Group  and  General  Electric  plants, 
little  Amherst's  population  grew  65%, 
from  4,605  to  7,610  in  six  years. 

The  cruncher  was  a  stormy  meet- 
ing last  January,  filled  to  the  rafters 
with  taxpayers,  many  of  them  anxious 
white-collar  refugees  from  teeming 
out-of-state  suburbs,  accustomed  to 
unheard-of  services  such  as  firemen, 
sewers  and  garbage  collections.  Old- 
time  residents  in  nearby  Milford 
watched  closely.  They  had  been  loud- 
ly complaining  that  their  high  school 
had  been  forced  to  take  the  student 
overflow  from  Amherst's  new  families. 


to  pay  low  local  property  taxes  for 
undeveloped  land  ( to  protect  the  state 
against  developers)  is  already  causing 
grumbles  among  small  plot  owners 
who  say  they  are  paying  too  much 
of  school  costs. 

Still  other  issues  press  in.  Will  the 
newcomers  want  better  mental  hos- 
pital facilities?  New  Hampshire's  lone 
state  mental  hospital  in  Concord  lost 
its  accreditation  by  the  Joint  Commis- 
sion on  Accreditation  of  Hospitals  in 
1972  for  lack  of  proper  state  financing 
and  improvements.  The  legislature 
has  given  the  hospital  $35  million  in 
emergency  transfusions  since  1973 
to  try  to  get  accreditation  back. 

If  they  are  like  most  people  who 
work  for  big  business,  New  Hamp- 
shire's new  citizens  will  want  protec- 
tion against  economic  forces  they  see 
as  being  beyond  their  control.  How 
long  will  the  state's  welfare  policies 
hold  up  in  such  an  atmosphere?  In 
contrast  to  28  other  states,  New 
Hampshire  does  not  extend  benefits  to 
families  with  dependent  children  if  the 
father  is  living  with  them  and  unem- 
ployed. In  New  Hampshire  unemploy- 
ment benefits  run  out  after  39  weeks. 

New  Hampshire's  income-tax-shy 
citizens  may  soon  realize  that  in  the 
long  run  industrial  expansion  may  not 
necessarily  be  a  tax  bargain.  "Live 
Free  Or  Die"  says  each  of  its  license 
plates  on  its  fast-crowding  highways. 
Given  New  Hampshire's  emerging 
problems,  "Live  Bealistically  Or  Die" 
might  be  more  appropriate.  ■ 
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low  to  get  the  same  caliber 

of  risk  management  in 
Stuttgart  or  Singapore  you 
get  in  Seattle  or  Syracuse. 


If  you're  a  multi-national 
company,  you  probably  have 
multi-faceted  problems.  Risk 
management  and  insurance  are 
among  them. 

You  want  to  get  the  same 
standards  of  service  for  your 
overseas  offices  that  your  offices 
in  this  country  get.  But  you  know 
that's  not  as  simple  as  it  sounds. 

Each  foreign  country  has  its 
own  laws,  its  own  customs  and 
its  own  language. 

The  insurance  specialists 
you're  dealing  with  must  know  the 
local  territory  as  well  as  they  know 
their  home  territory.  Otherwise 
you  run  the  risk  of  getting  less 
than  ideal  risk  analysis,  loss 
control  and  negotiation  with 
insurance  markets  worldwide. 

Alexander  &  Alexander  has  a 
solution  for  this  problem. 

As  one  of  the  world's  largest 


insurance  brokers,  we  have  an 
international  organization  with 
branch  offices  and  affiliated 
companies  on  all  continents.  And 
each  of  our  foreign  offices  has  its 
own  staff  of  resident  specialists 
in  their  respective  countries. 

At  the  same  time,  we  have  our 
own  Alexander  &  Alexander 
international  specialists  here  at 
home  to  provide  centralized 
control. 

By  adding  local  overseas 
expertise  to  our  own  A&A 
expertise,  we  give  you  an 
unbeatable  combination. 

Which  may  very  well  add  up  to 
the  best  of  both  worlds  all  around 
the  world. 

Just  contact  your  nearest  A&A 
office  or  Department  B3, 
Alexander  &  Alexander  Inc. 
1 1 85  Avenue  of  the  Americas, 
New  York,  N.Y.  10036. 


Alexander 
^Alexander 


Mow,  The  Diamond  Bugs? 


Diamonds  for  investment  are  being  pushed  as  prices  go  up. 
But  in  this  market  it  is  the  losers  who  are  forever. 


Diamond  dealers  are  hoping  there 
are  more  Don  Dunseaths  in  this  world. 
The  owner  of  an  Arizona  trailer  park, 
Dunseath  rounds  out  his  investment 
portfolio  of  Treasury  bills  with  dia- 
monds he  buys  at  a  local  auction 
house.  Dunseath's  collection  includes 
diamonds  said  to  have  been  owned  by 
the  late  columnist  Walter  Winchell 
and  a  four-carat  diamond  ring  Dun- 
seath purchased  in  1974  for  $5,500.  A 
jewelry  firm  told  him  it  would  now 
retail  for  $13,500.  "I'm  a  conservative 
investor  and  I'm  quite  satisfied  with 
my  diamonds,"  says  Dunseath. 

Search  parties  are  out  looking  for 
more  people  like  Don  Dunseath. 
There  are  auction  houses  selling  dia- 
monds from  "famous  estates";  mail-or- 
der firms  hawking  raw  diamonds  by 
the  bag  from  "world-famous  South  Af- 
rican mines";  fly-by-night  telephone 
boiler-room  operators  selling  them  by 
the  box;  California  commodity  brokers 
designing  a  diamonds  mutual  fund. 

Even  long-established  jewelers  like 
F.J.  Cooper,  a  Philadelphia  fixture 
since  1883,  are  claiming  that  diamonds 
"represent  an  exceptional  hedge 
against  inflation."  In  the  past  two 
years,  some  30  brokers  specializing  in 
diamonds  for  investment  (they  charge 
a  commission  of  5%  to  30%  to  buy  or 
sell  a  stone)  have  opened  TV-scanned 
alarm-wired  offices  across  the  country. 

Franz  Pick,  publisher  of  Pick's  Cur- 
rency Yearbook  and  a  gold  bug's  gold 
bug,  now  sounds  like  a  diamond  bug. 
Pick  speaks  of  diamond  prices  first 
these  days  to  visitors  at  his  Wall  Street 
office.  Gold  prices,  of  course,  have 
ping-ponged  in  the  past  two  years 
from  $190  an  ounce  to  $103,  and 
then  back  to  $150.  For  diamonds,  it 
has  been  ever  upward,  says  Pick.  The 
Treasury  Department,  he  points  out, 
isn't  concerned  with  holding  diamond 
prices  in  line. 

For  a  fine  one-carat  diamond,  the 
wholesale  price  has  moved  from 
$5,200  in  1974  to  nearly  $7,500  this 
year,  a  44%  increase.  Prices  of  top- 
quality  diamonds  have  nearly  tripled 
since  1970. 

Pick  glosses  over  the  fact  that  dia- 
monds have  had  peaks  and  valleys  like 


gold.  There  was  a  big  break  in  the 
retail  market  between  1959  and  1962, 
when  prices  of  the  better  stones  fell 
as  much  as  25%.  During  1975  and 
most  of  1974  De  Beers  Consolidated 
Mines  Ltd.,  which  controls  85%  of  the 
world's  rough  diamond  sales,  did  not 
raise  prices.  At  retail,  diamonds  were 
being  marked  down  dramatically. 
Some  short-term  buyers  of  large  in- 
ventories were  also  burned. 

Over  a  longer  term,  investors  like 
Dunseath  may  feel  they've  registered 
a  solid  profit  on  their  diamonds  in 
terms  of  retail  prices.  But  the  big 
question  remains:  Can  they  sell  at  re- 
tail? The  only  assured  price  in  the 
diamond  market  is  the  wholesale  sell- 
ing price  for  roughs  set  by  De  Beers 
(which  itself  has  produced  its  rough 
stones  for  both  industrial  and  gem  use 
for  perhaps  $15  a  carat).  In  between 
that  and  the  retail  price  are  markups 
for  a  wide  range  of  middlemen,  in- 


cluding cutters,  dealers  and  jewelry 
manufacturers.  Typical  retail  prices 
are  double  wholesale. 

Average  investors,  unfortunately, 
have  little  access  to  the  wholesale 
market.  Ask  a  jeweler  to  buy  back  a 
stone,  and  he'll  often  begin  by  quot- 
ing a  price  30%  or  more  below  whole- 
sale. For  he  must  move  the  stone  out 
again  at  a  markup,  or  sell  it  in  a  fast- 
moving  market  like  New  York  City's 
Diamond  Row  along  West  47th  Street. 
Pricing  is  a  private  affair  in  the  Dia- 
mond Dealers  Club  there  and  in  a 
dozen  or  so  other  clubs  and  bourses 
that  thrive  in  diamond  centers  like 
Antwerp,  London,  Johannesburg, 
Bombay  and  Tel  Aviv. 

George  Kaplan,  vice  chairman  of 
Lazare  Kaplan  International,  one  of 
the  nation's  largest  diamond  cutters 
and  a  publicly  traded  company,  ad- 
vises investors  to  search  out  a  well- 
established  local  jeweler.  Some  jewel- 


A  Dealer's  Window  On  New  York's  Diamond  Row  Last  Month: 

But  it's  not  easy  for  buyers  to  obtain  a  true  wholesale  price. 
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The  Good  Start 


When  a  magazine's  first  quarter  ad  pages  are  up  131 
over  a  year  ago— 

When  its  ad  revenues  are  outpacing  last  year's  first 
quarter  record  by  26%— 

When  its  circulation  averages  20  million  copies  weekly 
and  is  2  million  over  its  rate  base— 

When  that  magazine  leads  in  circulation,  ad  revenue  and 
total  readers  and  keeps  surging  ahead— 

Its  year  is  off  to  a  good  start. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS  INC 

First  in  circulation. 
First  in  advertising  revenue. 


ers  offer  buy-back  agreements,  but 
even  they  can  be  dicey.  "The  agree- 
ments are  often  a  sham,"  says  Kap- 
lan. "They'll  only  give  you  full  credit 
against  a  larger  purchase  of  diamonds. 
What  kind  of  a  favor  is  that?" 

How  about  trying  the  new  dia- 
mond investment  brokers  who  say  they 
can  buy  it  for  you  wholesale?  The 


De  Beers'  Central  Selling  Organization 
in  London  moves  its  inventory.  De 
Beers  itself  is  feeling  a  variety  of 
cost-push  pressures.  At  home,  local 
diamond  miners  are  seeking  higher 
pay.  Because  of  the  turmoil  through- 
out Africa,  De  Beers  stock  is  selling  at 
only  3. 

Then  there  are  the  Russians.  They 


". . .  Caveat  emptor  is  the  rule  in  the  diamond 
market.  'I've  never  seen  two  experts  agree  on  a 
particular  diamond/  says  Crowningshield  . . ." 


broker  may  well  have  an  agreement 
to  buy  from  a  cutter  or  De  Beers'  syn- 
dicate member,  but  the  "wholesale" 
price  the  broker  quotes  you  may  not 
be  much  below  retail.  The  buyer  also 
must  be  careful  he  isn't  buying  flawed 
diamonds  offered  as  flawless  gems. 

Caveat  emptor  is  the  one  eternal 
rule  in  the  diamond  market.  The  basic 
measure  for  investment  pricing  is  the 
top-quality  stone,  usually  around  one 
carat,  colorless  and  flawless,  usually 
round  cut.  "But  I've  never  seen  two 
experts  agree  on  the  quality  of  a  par- 
ticular diamond,"  says  Robert  Crown- 
ingshield, New  York  director  of  the 
Gemological  Institute  of  America. 
The  GIA  trains  jewelers  to  recognize 
the  over  100  different  grades  of  dia- 
monds, which  are  cut  from  some  2,000 
categories  of  roughs.  Its  laboratories 
will  also  provide  a  certificate  of  a  dia- 
mond's qualities— provided  the  stone 
a  jeweler  shows  you  is  really  the  one 
described  on  the  certificate. 

As  diamonds  and  the  experts'  judg- 
ments of  them  vary  widely,  so  do 
prices.  The  trade  magazine  Jewelers' 
Circular-Keystone  polled  a  group  of 
retailers  recently  and  found  they  were 
paying  $9,000  to  $17,730  for  one-car- 
at, flawless,  grade  D  (colorless)  dia- 
monds. Prices  on  very  slightly  imper- 
fect (VSI)  grades  H  to  J  were  far 
down  the  price  scale  to  $2,094  to 
$4,600  a  carat.  "Diamonds  are  not  an 
investment,  unless  you're  a  promoter 
or  very  anxious,  like  a  Rhodesian 
farm  owner,"  says  Crowningshield. 

What  real  push  there  is  in  the  past 
couple  of  years  in  the  diamond  in- 
vestment market  has  been  coming 
largely  from  anxious  foreigners.  Ital- 
ians, Britons  and  Argentinians,  among 
others,  have  been  buying  diamonds 
as  an  inflation  hedge  or  to  protect 
against  a  currency  devaluation. 

De  Beers  too  may  well  have  been 
doing  some  hedging  last  month  when 
it  raised  the  price  of  raw  diamonds 
by  an  average  of  15%.  The  boost,  the 
largest  for  De  Beers  since  1967,  will 
have  to  be  absorbed  first  by  the  some 
275  syndicate  buyers  through  whom 


have  boosted  their  own  diamond  pro- 
duction above  12  million  carats  a  year, 
outdistancing  the  South  Africans  in  to- 
tal diamonds,  if  not  gemstones.  The 
CSO  quietly  merchandises  most  of  the 
Russians'  rough  diamond  export. 
Needing  foreign  exchange,  the  Rus- 
sians persistently  have  urged  De  Beers 
to  jump  its  prices. 

After  the  1967  increase,  it  took  De 
Beers  four  more  years  before  it  could 
move  its  price  up  by  as  much  as  5% 
again.  Has  the  company  jumped  too 


far  again  this  time?  There  are  signs 
foreign  demand  is  tapering  off.  "We 
are  seeing  fewer  foreign  buyers  now 
at  the  Diamond  Dealers  Club,"  says 
Joseph  Schlussel,  a  club  member  and 
broker.  "Their  recessions  are  taking  a 
toll." 

Higher  prices  don't  mean  better 
quality  diamonds,  either.  The  larger, 
top-quality  stones  are  becoming  hard- 
er to  find,  even  in  Russia.  So  far,  De 
Beers  always  has  been  able  to  find 
new  production.  But  the  chances  are 
that  in  the  next  few  years,  at  least, 
U.S.  investors  will  be  urged  to  buy 
smaller,  flawed  diamonds  with  prom- 
ises of  faster  appreciation  than  in  larg- 
er diamonds.  The  chances  also  are 
U.S.  investors  will  be  taken. 

Given  the  variables  in  diamonds,  it 
may  be  that  Lazare  Kaplan,  who  at 
52  cut  the  famous  Jonker  Diamond  of 
726  carats  and  who  at  93  is  still  ac- 
tive in  the  family  business,  has  the 
last,  best  advice  for  would-be  diamond 
bugs.  "A  diamond,"  he  says,  "is  to 
enjoy  all  your  life  and  then  maybe  sell 
for  more  money.  If  you  keep  it  in  a 
vault,  a  diamond  is  just  another  piece 
of  goods."  ■ 


Enjoy:  Still  cutting  stones  at  93,  Lazare  Kaplan  says  diamonds  are 

to  be  seen  and  enjoyed,  not  tucked  away  with  coupon  bonds  in  a  vault. 
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listen  to  what  corporate  decision  makers 
are  saying  about  Tiger  Leasing  Group: 


National  Aircraft  Leasing 
said  the  long-range 
NAL  One-Eleven  offers 
twice  the  space  at 
half  the  cost 
It  does. 


// 


These  days  it's  becoming 
common  to  hear  that  Tiger 
Leasing  Group  is  doing 
remarkable  things. 

Tigers  National  Aircraft 
Leasing,  for  example.  They 
listened  to  companies  who 
needed  a  long-range  business 
aircraft  with  a  larger  working 
area  for  executive  comfort, 
but  without  a  prohibitive 
cost.  The  problem  solving 
result  is  the  NAL  One- 
Eleven,  a  transoceanic 
executive  jet  that  combines 
21-passenger  luxury  with 


surprising  economic  savings. 
The  NAL  One-Eleven  is  just 
one  part  of  a  SKX)  million 
portfolio  that  includes 
commercial  aircraft  such 
as  McDonnell  Douglas 
DC- 10-30,  Boeing  727-100 
and  727-200  Advanced  and 
several  other  types  of 
aircraft.  And  behind  every 
lease  or  sale  is  a  full  program 
of  technical  assistance  in 


every  phase  of  aircraft 
operation. 

Meanwhile,  other  Tiger 
Leasing  Group  companies 
are  leasing  specialized 
railroad  cars,  computers, 
industrial  and  construction 
equipment  through  the  full 
range  of  operating,  finance 
and  leveraged  leases,  or 
managed  and  engineered 
leases.  And  you  can  find 
them  in  principal  cities 
around  the  world. 

It's  no  wonder  people 
are  talking. 

If  you're  listening, 
you're  hearing 
a  lot  about  the 
Tiger. 


TIGER  LEASING  GROUP 

Corporate  Headquarters:  222  South  Riverside  Plaza;  Chicago,  Illinois  «Ki)t>  USA 
Chicago:  (312)  648-4000/New  York:  (212)  532-1500/Los  Angeles:  (2131  552-631 1 /London:  01-499-8384 

North  American  Car  Corporation/Tiger  Equipment  &  Services,  Ltd. 
NAC  Leasing  Corporation  National  Equipment  Rental,  Ltd. 
National  Computer  Rental.  Ltd. /National  Aircraft  Leasing.  Ltd. 

A  Tiger  International  Company. 


H  Surprisingly  enough, the  earth  will  never  run  out 
of  water.  It  will  always  rain.  Somewhere.  Eventually. 
The  total  quantity  will  not  decrease.  The  real  problem 
with  water  is  its  distribution  and  purity. 
No  one  knows  better  than  Olin  how  to  get  the  most  from  the 
water  that  is  available.  We're  the  only  company  to  provide 
expertise  in  drinking  water,  waste  water,  industrial  water,  re- 
cycled water,  and  even  swimming  pool  water. 

Olin  Chemicals  help  make  water  safe  to  drink  for  cities  all 
across  America.  On  the  industrial  side,  Olin  Water  Services 
are  used  by  food  canners,  paper  manufacturers,  petroleum  and 
chemical  companies  to  maintain  optimum  performance  in  boil- 
ers, cooling  systems,  and  process  waters.  We  have,  on  occasion, 
even  lent  our  expertise  to  a  brewery  or  two. 

A  recent  experiment  in  recycling  industrial  water  has  proved 
a  success  in  our  Olin  plant  in  Joliet,  111.  Recycling  has  decreased 
pollution  by  effluents  and  reduced  energy  consumption. 

Olin  is  the  sole  U.S.  producer  of  sodium  chlorite,  used  in  the 
manufacture  of  chlorine  dioxide,  a  superior  disinfectant  for 
many  drinking  and  industrial  waters.  HTH*  is  the  largest  selling 
dry  chlorine  compound  for  water  treatment. 

As  the  world  begins  to  treat  water  like  a  precious  resource, 
Olins  resourcefulness  in  water  treatment  will  be  more  valued 
than  ever. 
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While  others  were  helping  the  few  in  space 
we  were  helping  the  many  on  earth. 


Not  too  long  ago,  computer  systems 
were  designed  mostly  for  giant 
corporations. 

And  giant  projects. 

Neglected  were  the  thousands  and 
thousands  of  smaller  businesses 
whose  needs  for  computerized  infor- 
mation were  just  as  crucial  as  the 
larger  companies'. 

To  fulfill  those  needs  Basic/Four 
Corporation,  an  MAI  company,  devel- 
oped and  built  the  now-famous 
BASIC/FOUR"  computer  system.  And 
thrust  us  into  the  forefront  of  the  small- 
business  computer  market.  Which 
today  has  become  a  major  market. 


Fulfilling  needs  is  the  force  that 
motivates  all  the  MAI  companies. 

Our  Genesis  One  Computer  Corpora- 
tion fulfilled  the  need  for  high-per- 
formance low-cost  display  terminals 
and  printers.  And  made  us  a  reader 
in  another  huge  market. 

Our  Sorbus  Inc.  fulfilled  the  data- 
processing  industry's  need  for  reliable 
repair  and  maintenance,  and  is  now 
the  largest  independent  service  organ- 
ization in  the  computer  field. 

Our  MAI  International  Corporation 
foresaw  the  need  for  our  products 
overseas,  and  early-on  established 
subsidiaries  or  distributors  in  over  50 


cities  located  in  29  countries  abroad. 
Today,  MAI  products  are  marketed 
and  respected  throughout  the  world. 

All  the  above,  plus  new  needs  we're 
fulfilling  and  new  areas  we're 
developing  make  MAI  the  kind  of 
dynamic  growth-company  we  think 
you'll  want  to  learn  more  about.  We 
invite  you  to  send  for  our  literature. 

MAI 

Management  Assistance  Inc. 

300  East  44th  Street 
New  York,  N.Y.  10017 


As  I  See  It 


|rhe  "Big  Mac"  Theory 
if  Economic  Progress 

Ian  a  nation  of  librarians  and  lawyers,  accountants 
md  auto  mechanics  boost  its  output?  Harvard  Business 
>chool  Professor  Theodore  Levitt  smelts  a  solution— 
whenever  he  orders  French  fries  at  McDonald's. 


E    HAVE    ENTERED    the  "pOStUldllS- 

ial  age,"  as  cerebral  seers  like  Daniel 
Jell  and  Peter  Drucker  keep  telling 
s;  and  that,  as  they  also  keep  telling 
is,  spells  trouble.  Historically,  two- 
hirds  of  the  nation's  economic  growth 
las  come  from  gains  in  productivity. 
Jut  as  more  workers  spend  their  time 
awyering,  repairing,  healing,  etc.  (by 
985,  it  is  estimated  that  approxi- 
nately  three-fourths  of  the  U.S.  econ- 
>my  will  be  service-oriented ) ,  produc- 
vity  gains  will  be  increasingly  hard 
o  come  by.  Cyrus  McCormick  was 
ble  to  almost  triple  the  output  of  a 
vheat  farmer,  and  Henry  Ford  was 
lable  to  slash  the  cost  of  a  car  in  half. 
|But  how  do  you  boost  the  output  of 
Ka  school  teacher,  government  bureau- 
Icrat,  TV  repairman  or  journalist? 

"No  one  has  any  answers  .  .  .,"  la- 
Iments  Peter  Drucker.  With  which 
ianyone  who  has  paid  $75  an  hour  for 
la  lawyer,  or  $250  to  straighten  a 
dented  fender,  or  more  than  $7,000  to 
I' send  a  daughter  to  Yale  is  at  least 
tempted  to  agree. 

Well,  Harvard  Business  School  Pro- 
fessor Theodore  Levitt  thinks  he  has 
an  answer— what  might  be  called  the 
"Big  Mac"  theory  of  economic  de- 
velopment. If  today's  executives  were 
;  to  apply  the  same  kind  of  imaginative 
thinking  to  services  that  men  like  Eli 
Whitney     and     Cyrus  McCormick 
;  brought  to  bear  on  the  industrial  sec- 
j  tor,  contends  Levitt,  then  major  pro- 
|  ductivity  gains  would  ensue. 

"What's  required  is  to  apply  the 
:  analysis    and   organization    that  are 
commonplace    in    manufacturing  to 
i  service,"  says  Levitt.  "The  service  sec- 
j  tor  must  now  be  industrialized." 

McDonald's,  Levitt  maintains,  is 
I  the  "supreme  example"  of  how  ser- 
vice can  be  industrialized.  Each  vari- 
1  ety  of  McDonald's  hamburger  is  in  a 
color-coded  wrapper.  Parking  lots  are 
sprinkled  with  brightly  painted,  om- 
nivorous trash  cans  that  even  the  most 


chronic  litterer  finds  difficult  to  ignore. 
A  special  scoop  has  been  devised  for 
French  fries  so  that  each  customer 
will  believe  he  is  getting  an  overflow- 
ing portion,  while  actually  receiving  a 
uniform  ration.  Employee  discretion  is 
eliminated;  everything  is  organized  so 
that  nothing  can  go  wrong. 

"There  is  not  even  a  sandwich 
knife  or  a  place  to  put  it,"  says  Levitt 
admiringly.  "McDonald's  has  built 
4,000  factories  in  the  field.  [Chair- 
man] Ray  Kroc  is  the  service  sector's 
equivalent  of  Henry  Ford  and  be- 
longs right  there  in  the  history  books 
with  him." 

Look  around,  says  Levitt,  and  you 
can  see  many  another  service  indus- 
try that  has  become  more  productive 
in  the  last  decade:  the  charge  card 
that  substitutes  for  periodic  credit 
clearances;  surgical  facilities  that  spe- 
cialize in  low-risk  operations  at  low 
cost  (Northwest  Surgicare  outside 
Chicago  provides  a  tonsillectomy  for 
$200,  vs.  $560  at  neighboring  Michael 
Reese  Hospital ) ;  the  electrocardio- 
gram done  by  the  technician  instead 


of  a  lavishly  paid  M.D.;  specialized 
shops  like  Midas  that  provide  fast, 
low-cost,  guaranteed  auto  service. 
"People  say  they  can't  get  reliable 
repair  service,"  says  Levitt.  "But 
when  General  Electric's  radio-dis- 
patched repair  truck  rolls  into  my 
driveway,  I  know  that  I  am  going  to 
get  better  service  than  in  the  so-called 
good  old  days." 

Why,  then,  do  so  many  business- 
men view  the  prospects  for  produc- 
tivity gains  so  pessimistically?  Be- 
cause, says  Levitt,  too  few  compre- 
hend the  impact  management  can 
have  on  the  service  sector.  Even  dur- 
ing the  Industrial  Revolution,  main- 
tains Levitt,  management,  not  tech- 
nology, played  the  predominant  role. 
For  example,  when  Eli  Whitney  in 
1798  established  the  first  mass-pro- 
duction line  (to  manufacture  mus- 
kets), he  was  mostly  employing  tech- 
nical knowledge  that  had  been  widely 
circulated  since  the  1300s.  "The  tech- 
nology required  for  the  Industrial  Rev- 
olution was  available  for  over  four 
centuries,"  says  Levitt.  "Whitney's 
contribution  was  less  technological 
than  managerial." 

The  supermarket  was  a  pioneering 
example  of  how  management  alone 
can  revolutionize  a  service  industry. 
It  was  in  1930  that  Michael  "King" 
Kullen,  building  on  the  self-service 
grocery  idea  of  Piggly  Wiggly  founder 
Clarence  Saunders,  first  proposed  the 
supermarket  to  his  bosses  at  the  Kro- 
ger chain.  When  Kroger  management 
turned  him  down,  Kidlen  resigned  and 
set  up  the  nation's  first  supermarket 
in  Jamaica,  Long  Island.  "That  was 


Professor  Levitt:  Management  can  achieve  the  same  kinds  of  productivity 
breakthroughs  in  services  that  it  has  always  done  in  manufacturing. 
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How  to 
shop  for 
bonds 

Free  booklet  answers 
most  of  the  questions  you 
might  have  about  bonds. 

38  plainly  written  pages 
on  tax-free  municipals.  Gov- 
ernment guaranteed  issues. 
Corporates.  And  more. 

Tells  how  bonds  could  make 
your  money  work  harder. 
Plus  19  helpful  charts  and 
diagrams,  8  detailed  case 
histories,  glossary. 


"The  Bond  Book" 


Write: 

Merrill  Lynch  Service  Center, 
P.O.  Box  700,  Nevada,  Iowa  50201 

NF00415BON 
N  ame  

Address  

City  

State  Zip  

Business  Phone  

Home  Phone  

Merrill  Lynch  customers,  please  give  name 
and  office  address  of  Account  Executive: 


j  Merrill  Lynch 
i  Pierce 

I  Fenner  &  Smith  Inc.  | 
l.  .  J 

(^Copyright  197B  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 
Member,  Securities  Investor  Protection  Corporation  (S1PO 


As  I  See  It 


the  great  watershed,"  says  Levitt.  "It 
demonstrated  that  major  productivity 
advances  were  possible  in  the  service 
sector  even  without  new  technology. 

"Technology  can  be  important," 
continues  Levitt,  "but  management  is 
the  vital  resource."  Only  historians, 
with  their  "almost  childlike  obsession 
with  technology,"  and  economists, 
with  their  trinity  of  "land,  labor  and 
capital,"  have  never  grasped  this  fact. 

The  major  problem,  in  Levitt's  view, 
is  that  most  managers  have  never 
viewed  the  service  industry  with  the 
same  rationality  they  viewed  manu- 
facturing. "Service"  has  always  been 
linked  to  selflessness  or  subordination. 
The  high-status  service  professions, 
says  Levitt,  usually  behave  ritualis- 
tically  rather  than  rationally,  while 
the  lower-status  service  occupations 
simply  obey.  Independent  thinking  is 
not  sought;  hard  work  is.  Improve- 
ments are  assumed  to  come  from,  as 


with  Avis,  "trying  harder"— not  reshap- 
ing the  service  itself. 

In  manufacturing,  by  contrast,  the 
managers  of  the  Industrial  Revolu- 
tion looked  primarily  at  the  design  of 
the  task  in  order  to  substitute  "tech- 
nology and  systems  for  people  and 
serendipity"— happy  coincidence.  This, 
Levitt  contends,  is  the  vital  change  in 
thinking  that  must  come  to  manage- 
ment in  the  service  sector.  "Instead 
of  looking  to  the  service  workers  to 
improve  results  by  greater  exertion  of 
animal  energy,  managers  must  see 
what  kinds  of  organization,  incentives, 
technology  and  skills  could  improve 
overall  productivity." 

That,  of  course,  still  leaves  major 
hurdles.  Labor  unions  can  be  quite 
unenthusiastic  about  productivity 
gains— unless  their  members  get  a 
hefty  share  of  any  increase  in  profits. 
Nobody  seems  to  know  even  how  to 
measure  government  productivity, 
much  less  to  increase  it  (about  23% 
of  62  million  service  workers  are 
presently  employees  of  state,  local  or 
federal  government).  And  many  pro- 
ductivity improvements  are  sabotaged 
by  professionals.  Levitt  blames  the 
failure  of  computerized  medical  diag- 
nostic services  and  interactive  teach- 
ing machines,  for  instance,  on  the  re- 
sistance that  is  encountered  from  hos- 


pitals and  schools,  rather  than  on  thl 
lack  of  a  sound  product. 

Perhaps  most  difficult,  the  induil 
trialization  of  service  can  take  a  sti  I 
human  toll.  For  example,  convention! 
al  office  typewriters  are  increasing!! 
being  replaced  by  efficient  compute)! 
like  machines  that  are  reviving  thl 
office  clerical  pool.  Who  needs  ban! 
officers  to  make  personal  loans  whei 
a  simple  scorecard  can  evaluate  po 
tential  borrowers  (one  point  for  beinj 
married,  five  points  for  several  year 
of  steady  employment,  seven  for  beinj 
deacon  of  the  local  church,  and  st 
on).  "People  tell  me,  'We  are  just  get 
ting  to  the  point  where  the  world  h 
recognizing  that  work  should  be  madfl 
more  humane,  and  now  you  are  comi 
ing  along  and  brutalizing  it  again,' ' 
says  Levitt. 

"It's  understandable  that  people 
would  resist  changes,"  he  grants) 
"They  can  destroy  a  feeling  of  self-! 


worth.  I  got  a  letter  from  a  very  high 
executive  who  was  livid  about  this. 
'Look  what  the  goddam  shopping, 
center  has  done  to  our  countryside,' 
he  wrote.  But  the  fact  is  that  the 
mall  is  far  more  efficient  than  having 
everything  spread  out  all  over  thei 
place." 

Besides,  Levitt  adds,  industrializing 
service  need  not  result  in  its  brutaliza- 
tion.  Indeed,  the  opposite  can  be  true. 
The  new  computer-style  typewriters 
are  becoming  sufficiently  inexpensive 
so  that  many  companies  can  afford  to 
buy  them  for  regular  secretaries,  who 
then  have  more  time  for  administra- 
tive duties.  McDonald's  employees  do 
work  on  an  assembly  line.  "But  who 
is  more  brutalized?"  asks  Levitt,  "the 
McDonald's  worker  or  the  short-order 
cook  who  has  to  prepare  45  dishes 
and  is  virtually  chained  to  a  hot 
griddle?" 

It  .has  been  less  than  50  years  since 
King  Kullen  set  up  the  nation's  first 
supermarket,  Levitt  reminds  us.  Com- 
bine that  kind  of  managerial  insight 
with  untapped  technology,  and  the 
possibilities  are  enormous.  Says  Lev- 
itt: "The  industrialization  of  service  is 
still  in  its  infancy.  There  is  no  reason 
that  in  the  next  100  years  we  cannot 
repeat  the  successes  of  the  Industrial 
Revolution  in  the  service  sector."  ■ 


". . .  McDonald's  has  built  4,000  factories.  Ray  Kroc  is 
the  service  sector's  equivalent  of  Henry  Ford  and 
belongs  right  there  in  the  history  books  with  him  . . ." 
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Meeting  Place 
Hannover 

Meeting  Place 
!  NordLB 

Hannover  -  centre  of  commerce  and  communications 
f  t  ^  -   1     between  East  and  West,  North  and  South,  at  the  cross 
i$kd  np  §\    roads  between  EEC.  and  EFT  A,  is  the  ideal  meeting 
WmWiis  place  for  industry  from  all  over  the  world.  At  the  time  of 

^ i^m "Ir the  Hannover  Fair,  directors  of  international  corporations, 
international  bankers  and  influential  goverment-officials 
X Ljr~~  ~,     come  together  in  this  historic  European  City.  On  this 
P^___  occasion,  many  of  them  pay  a  visit  to  Norddeutsche 

jj  ^7       .        Landesbank  (Nord  LB)  to  gather  financial  information 
'  10      ;    /     or  to  discuss  business  projects.  As  the  largest  bank 
ffb   CT^ft^&vi I  I    '^''-.'-tV      'n  North  Germany,  with  an  extensive  network  of  world- 
"•Sr^lfitei-   1.1  Mf  Hl?vfrti^£/'&  'L'/cTr^v-  1     wide  connections,  Nord  LB  is  also  one  of  the  Federal 
'^(flgjj   vm^r    ^7      '^^'^OT""     Republic's  major  credit  institutions. 
'  '<  *  *  ,?  1    ifcir*      We  shall  be  glad  to  provide  you  with  the  services  of  an 

'i--  JTm     rr ' ~"V  -~ ^  idll^      experienced  bank  of  strong  financial  resources.  Rease,  turn 
'*  Tfy  f  |f  \iv  -j  a  |5/  i-iiP      to  us,  if  you  want  to  get  the  right  entry  in  establishing  business 
'  5  contacts  or  setting  up  branch  offices  in  Germany.  We  are  looking 

forward  to  your  visit 

rbu  will  find  us  at  Georgsplatz  1 ,  in  Hannover;  at  the  Nord  LB-Zentrum,  in  Braunschweig,  at  the  service  section 
it  the  Hannover-Langenhagen  Airport;  at  the  Hannover  Fair  in  the  Bankenallee,  and  in  the  Niedersachsen- 
3avillon,  StahlstraRe/Mannheimer  StraBe. 


Norddeutsche  Landesbank 

Hannover  -  Braunschweig 
Nord  LB  International  S.  A. 

Luxemburg 


Faces  Behind  the  Figures 


One  Final  Squabble 

Edwabd  Patton  was  in  charge  of 
building  the  Alaska  pipeline.  Like  any 
good  engineer,  this  60-year-old  Exxon 
veteran  is  proud  of  an  on-time  com- 
pletion and  is  eager  to  see  oil  flow 
through  his  800-mile  system.  That 
should  happen  in  July,  but  Patton  isn't 
relaxing.  "I'll  wait  until  the  heckling 
stops,"  he  says.  "We  get  it  from  every- 
body—environmentalists, politicians, 
the  press  and  just  plain  nuts." 

What  Patton  calls  his  "latest  squab- 
ble," however,  is  with  a  serious  lot: 
auditors.  Patton  runs  Alyeska  Pipeline 
Service  Co.,  which  built  and  will  man- 
age the  transportation  system  for  its 
eight  oil  company  owners.  Alyeska  is 
now  tussling  with  state  officials  over 
access  to  its  accounting  records. 

Big  money  is  at  stake.  The  issue 
is  setting  a  proper  rate  base  for 
the  $7.7-billion  pipeline.  Alaska  wants 
that  to  be  as  low  as  possible,  since 
delivery  costs  will  cut  into  the  well- 
head price  of  North  Slope  oil.  The 
state  has  a  20%  interest  in  those  re- 
serves, and  for  every  penny  per  barrel 
the  pipeline  tariff  rises  the  state  can 


lose  nearly  $  1  million  a  year  in  income. 

Alaska's  legislature  has  anted  up 
$800,000  to  look  for  construction 
overruns  and  mismanagement,  the  cost 
of  which  would  presumably  be  ex- 
cluded in  calculating  the  rate  base.  A 
team  of  Washington  lawyers— head- 
ed by  Terry  Lenzner,  a  former  Water- 
gate committee  investigator— is  spear- 
heading the  search.  Lenzner's  deal- 
ings with  Patton  aren't  exactly  har- 
monious. When  negotiations  broke 
down  last  month,  the  state  subpoenaed 
Alyeska's  files;  pipeline  company  law- 
yers have  been  barred  from  sitting  in 
on  interviews  with  subcontractors. 

"Where  else  but  Alaska  would  a 
judge  rule  like  that?"  grouses  Patton. 
"They're  shooting  themselves  in  the 
foot.  If  the  state  succeeds  in  getting 
the  valuation  of  our  pipeline  down, 
nobody  will  even  think  of  building  a 
line  to  get  their  natural  gas  out." 

Though  the  only  unpleasantness  so 
far  has  been  with  the  state,  federal 
auditors  are  also  scrutinizing  Alyeska's 
books.  A  General  Accounting  Office 
team  is  in  Alaska  now,  and  the  In- 
terstate Commerce  Commission— which 
will  also  regulate   the  pipeline— has 


hired  Touche,  Ross  to  help  with  its 
rate-setting  efforts.  When  interest  dur- 
ing construction  (about  $1  billion) 
and  operating  expenses  (over  $100 
million  annually)  are  factored  in,  mov- 
ing North  Slope  oil  may  cost  $6  per 
barrel— roughly  eight  times  the  rate 
for  comparable  distances  elsewhere. 

Patton,  however,  has  his  own  ideas 
about  why  his  system's  price  tag  is 
eight  times  original  estimates.  "Infla- 
tion was  the  single  biggest  factor,"  he 
says,  citing  the  four-year  startup  de- 
lay caused  by  environmentalists. 
"Without  that,  we  could  have  built  it 
for  half  the  cost.  Also,  with  a  project 
this  big  we  had  to  agree  to  just  about 
anything  anybody  wanted.  We 
couldn't  argue  about  a  change  that 
might  cost  just  $50  million." 

That  could  keep  auditors  occupied 
for  months,  and  some  Washington  in- 
siders are  worrying  that  valuation  dis- 
putes could  keep  North  Slope  oil  from 
flowing  on  time  this  summer.  Patton 
disagrees:  "I've  never  heard  of  a  pipe- 
line being  shut  down  for  want  of  a 
tariff.  Sure,  we  might  have  to  escrow 
something.  So  what?  That's  nothing  I 
stay  awake  about."  ■ 
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STRAIGHT  TALK  FROM  THE  PEOPLE  OF  TEXACO 


We  have  five  critical  steps 
to  take  to  reach  a  workable 
national  energy  policy. 


"Step  One.  Alternate  Energy. 
In  the  relatively  near  term,  this 
country's  enormous  reserves  of  coal 
should  be  put  to  greater  use,  and 
nuclear  energy  projects  should  be 
encouraged. 

Step  Two.  Emergency  Planning. 

The  United  States  needs  an  effective 
national  program  for  the  strategic 
storage  of  petroleum  so  that  our 
economy  cannot  be  crippled  in 
time  of  emergency. 
Step  Three.  Energy  Conservation. 
In  the  long  term,  energy  conservation 
will  best  be  stimulated  by  permitting 
the  forces  of  the  free  market  to 
work  effectively. 
Step  Four.  Price  Controls. 
All  domestic  price  controls  should 
be  removed  as  quickly  as  possible. 
This  will  clear  the  way  for  increased 
domestic  oil  and  gas  production,  and 
will  permit  the  petroleum  industry 
to  make  the  long-range  plans  and 
commitments  that  are  so  necessary 
in  this  business. 

Step  Five.  Environmental  Constraints. 

The  U.S.  must  accept  further 
reasonable  accommodations 
between  environmental  objectives 
and  energy  imperatives." 

For  more  information 
about  Texaco's  proposals  for  a 
national  energy  policy,  write: 
Maurice  F.  Granville,  Texaco  Inc., 
P.O.  Box  3146,  Grand  Central 
Station,  New  York,  NY.  10017. 


Maurice  F.  Granville.  Chairman  of  the  Board.  Texaco  Inc. 


[TEXACO] 

Working  to  keep  your  trust  for  75  years. 


Faces  Behind  the  Figures 


Life  After 

The  Post  Office 

"Sometimes  I'm  not  sure  which  is 
more  difficult  to  work  with:  Middle 
East  businessmen  or  the  U.S.  Con- 
gress," says  Winton  (Red)  Blount 
(pronounced  "blunt"),  head  of  Mont- 
gomery, Ala. -based  Blount,  Inc.,  the 
$375-million-revenues  construction, 
agribusiness  and  mobile  home  firm. 

Red  Blount,  now  56,  should  know. 
In  1969,  as  President  Nixon's  Post- 
master General,  Blount  set  out  to  raise 
rates,  begin  automating  mail  delivery 
and  cut  at  least  some  of  the  fat  from 
the  Post  Office  pork  barrel.  But  Con- 
gress balked  at  Blount's  businesslike 
approach,  with  the  predictable  result 
that  the  Postal  Service  now  runs  its 
biggest  deficit  in  history. 

But  leaving  Washington  in  1971  did 
not  end  Red  Blount's  troubles  with 
Congress.  His  problem  now  is  that 
Blount,  Inc.,  like  most  big  construc- 
tion outfits,  is  coming  to  rely  heavily 
on  Middle  East  business.  In  just  over 
two  years  Blount's  construction  and 
management  awards  have  climbed 
from  zero  to  around  $500  million. 

But  Congress,  he  complains,  isn't 
helping:  "It's  not  just  the  antiboycott 
legislation;  it's  a  whole  raft  of  things, 


Three  Legs  To  Two:  Blount's  "Red" 
Blount  hopes  dumping  mobile 
homes  will  help  lift  profits  again. 


from  increased  taxation  of  Americans 
working  abroad  to  the  problem  of  ob- 
taining enough  American  banks'  let- 
ters of  credit  [usually  required  on 
Middle  Eastern  construction  awards]." 
Given  the  way  other  governments  pro- 
mote their  construction  firms'  interna- 


tional operations,  Blount  worries  that 
the  U.S.  government  could  make  it 
virtually  impossible  for  U.S.  construc- 
tion companies  to  compete  with  for- 
eign contractors  in  the  Middle  East. 

Blount  has  domestic  problems,  too, 
but  not  from  Congress.  For  the  first 
time  since  the  company  went  public 
in  1972,  profits  fell  in  the  fiscal  year 
ended  last  February,  despite  forecasts 
last  year  of  increased  earnings.  The 
culprit:  Blount's  $50-million-sales  mo- 
bile home  division,  which  Red  Blount 
will  most  likely  sell  or  close  in  the 
months  ahead.  That  done,  he  will  fo- 
cus on  his  company's  second  leg:  ag- 
ribusiness products,  which  accounted 
for  approximately  15%  of  last  year's 
revenues  and  25%  of  operating  income. 

Blount  says  he  hopes  to  make  sev- 
eral agribusiness  acquisitions,  probably 
for  stock— which  makes  sense  as  a  way 
to  broaden  Blount,  Inc.'s  float.  The 
Blount  family  owns  some  75%  of  the 
2.7  million  shares  outstanding,  anoth- 
er reason  why,  at  $9  a  share,  the 
stock  recently  sold  at  less  than  five 
times  latest  12-month  earnings. 

With  Blount,  Inc.  balanced  fairly 
evenly  between  construction  and  agri- 
business, Red  Blount  feels  that  even 
the  U.S.  Congress  will  have  trouble 
keeping  him  down.  ■ 


Out  Of  Court 

Mediation  has  long  been  used  in  la- 
bor disputes,  and  has  been  applied  to 
racial,  school  integration  and  other 
community  conflicts.  But  it  can  also 
be  used,  argues  Dr.  Laura  Lake,  30, 
an  assistant  professor  of  environment- 
al science  and  engineering  at  the  Uni- 
versity of  California,  Los  Angeles,  to 
settle  environmental  disputes. 

The  growth  of  environmental  laws 
and  regulations  has  opened  a  Pan- 
dora's box  of  costly,  protracted  law- 
suits. "Complex  technical  issues  really 
don't  belong  in  a  court  of  law,"  says 
Dr.  Lake.  "In  court,  people  try  to  win 
rather  than  try  to  find  out  what  is 
true.  Mediation,  which  involves  fact- 
finding, conflict  avoidance,  concilia- 
tion and  dispute  settlement,  provides 
a  nice  set  of  alternatives." 

The  use  of  mediation  in  the  en- 
vironmental area  is  still  embryonic, 
but  has  already  had  some  success.  A 
15-year  dispute  over  a  State  of  Wash- 
ington flood-control  dam  was  resolved 
in  1974  in  just  seven  months  after  the 
governor,  who  had  vetoed  the  dam 
twice,  agreed  to  the  appointment  of  a 
mediation  team.  In  Minnesota,  a  pub- 
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lie-interest  group  withdrew  its  oppo- 
sition to  the  building  of  a  $30-million 
Anheuser-Busch  malt  plant  a  month 
and  a  half  after  mediation  began;  now 
the  same  mediation  group  has  been 
called  into  the  Reserve  Mining  Co. 


New  Breed:  Dr.  Laura  Lake  thinks 
many  environmental  disputes  can 
best  be  solved  through  mediation. 


pollution  case,  which  has  been  in  the 
courts  since  1969. 

Mediation  will  not  solve  all  envi- 
ronmental disputes:  A  group  opposed 
in  principle  to  any  nuclear  power  de- 
velopment is  not  likely  to  compromise 
on  building  a  nuclear  plant.  "Me- 
diation only  works  when  people  are 
willing  to  accept  the  fact  that  they're 
not  going  to  win  everything,"  says  Dr. 
Lake,  a  Ford  Foundation  employee 
before  she  joined  the  UCLA  faculty 
last  year.  She  is  now  helping  Cali- 
fornia's energy  authorities  evaluate 
electric  generating  options  by  con- 
sulting with  community  groups  on 
power  development  alternatives. 

So  far,  mediation  costs  have  been 
met  largely  by  foundations  like  Ford; 
but  the  costs  could  be  met  by  the 
parties  to  a  dispute.  In  Minnesota  the 
Environmental  Balance  Association, 
which  mediated  the  malt  plant  dis- 
pute, is  a  nonprofit  corporation  fund- 
ed by  labor,  business  and  agricultural 
organizations;  it  provides  mediation 
service  at  cost  (sample  fees:  $30  per 
hour  plus  expenses).  That's  not  ex- 
actly cheap,  but  it's  an  awful  lot 
cheaper  than  having  a  dispute  drag 
on  for  years  in  the  courts.  ■ 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  March  16,  1977 

5,000,000  Units 

American  Airlines,  Inc. 

5,000,000  Shares  of  $2.1875  Cumulative  Preferred  Stock 

with 

Warrants  to  Purchase  5,000,000  Shares  of  Common  Stock 

Each  Unit  consists  of  one  Preferred  Share  and  a  Warrant  for  the  purchase  of  one  share  of  Common  Stock. 
Preferred  Shares  and  Warrants  will  not  be  separately  transferable  until  May  20, 1977  or  such  earlier  date  as 
American  may  select  with  the  Underwriters'  consent.  Each  Warrant  will  entitle  its  holder  to  purchase  one 
share  of  American's  Common  Stock  at  an  exercise  price  of  $14  per  share,  subject  to  certain  adjustments. 


Price  $25  Per  Unit 

plus  accrued  dividends  on  the  Preferred  Stock  from  date  of  issue 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  underwriters 
as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Bache  Halsey  Stuart  Inc. 


Goldman,  Sachs  &  Co. 

Lazard  Freres  &  Co. 

Salomon  Brothers 

The  First  Boston  Corporation  Dillon,  Read  &  Co.  Inc. 


Donaldson,  Luf kin  &  Jenrette    Drexel  Burnham  &  Co.    Hornblower  &  Weeks-Hemphill,  Noyes 

Securities  Corporation  Incorporated  Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 


Kuhn  Loeb  &  Co. 

Incorporated 


E.  F.  Hutton  &  Company  Inc. 

Loeb  Rhoades  &  Co.  Inc 

Reynolds  Securities  Inc. 

Wertheim  &  Co.,  Inc. 
Shearson  Hayden  Stone  Inc.  Warburg  Paribas  Becker  Inc. 

Bear,  Stearns  &  Co.  Alex.  Brown  &  Sons  L.  F.  Rothschild,  Unterberg,  Towbin 


Lehman  Brothers 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


White,  Weld  &  Co. 

Incorporated 


Shields  Model  Roland  Securities 

Incorporated 


Thomson  McKinnon  Securities  Inc. 


Weeden  &  Co. 
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Faces  Behind  the  Figures 


Child's  Play 

Rod  L.  White,  33,  president  of 
Knickerbocker  Toy  Co.  Inc.,  used  to 
get  together  with  a  designer  and 
three  grown  men  to  decide  which 
stuffed  toys  would  make  appealing 
new  product  lines,  but  no  longer. 
"You  can't  run  a  large  business  like 
this  one  and  rely  on  your  kids,  or  your 
own  personal  preferences,"  says  the 
solidly  built,  curly  haired  son  of  the 
founder  (who  died  last  year  at  84). 
"Women's  responses  are  the  most  im- 
portant because  they're  the  ones  who 
usually  buy  the  toys.  Now  we  do  sur- 
veys in  shopping  malls,  go  to  nursery 
schools  with  two-way  mirrors." 

The  new  approach  was  instituted 
five  years  ago  after  a  debacle  with  a 
new  Levi  Strauss  doll  line.  The  jeans- 
dressed  doll  was  a  big  hit  with  store 
owners,  but  not  with  the  customers, 
possibly  because  the  concept  had 
more  to  do  with  clothing  than  with 
character. 

Aided  by  the  new  approach,  ad- 
justed earnings  zoomed  from  63  cents 
a  share  in  1971  to  $3.54  in  the  year 
ended  last  Christmas  Day,  while  sales 
rose  from  $11.5  million  to  $49.7  mil- 
lion. Last  year's  $5.6-million  net  rep- 
resented a  37%  return  on  equity. 

Knickerbocker  was  founded  as  a 
plush- toy  maker  in  1922  by  Leo  L. 


Beware  The  Bionics:  Rod  White  makes 

better  profits  with  steady  types 

like  Mickey  Mouse  and  Raggedy  Ann. 

Weiss  (changed  to  White),  a  Hun- 
garian immigrant  who  previously  had 
run  a  doll  hospital  in  a  New  York 
subway  station.  It  really  got  its  start 
in  1962  when  White  acquired  a  li- 
cense from  the  Gruelle  family  (the 
authors)  to  manufacture  Raggedy 
Ann  and  Andy  dolls.  Although  a  Rag- 
gedy Ann  and  Andy  movie  released 
this  spring  should  renew  interest  in 
the  line,  its  earnings  and  sales  have 
fallen  to  about  8%  of  the  total  from  a 
high  of  51%  in  1973. 

But  other  licenses  have  expanded 
the  pie.  Knickerbocker  now  also  makes 
Curious  George  the  monkey,  the  Ses- 
ame  Street   characters    (Oscar  the 


Grouch,  the  Cookie  Monster,  Snuffle- 
upagus,  et  al.),  Holly  Hobbie  and,  as 
of  last  August,  most  of  the  Disney- 
controlled  characters  (such  as  Mickey 
Mouse,  Dumbo  and  Bambi ) . 

White  shies  away  from  items  based 
on  currently  hot  TV  series.  "We  make 
the  staple,"  he  says.  "That  means  that 
if  they  don't  sell  at  Christmas,  they'll 
still  be  good  for  a  birthday  in  March 
or  a  hostess  gift  in  September.  And 
we  make  them  to  last." 

What  if  a  little  girl  already  has 
Holly  Hobbie?  Well,  you  can  buy 
Holly  some  clothes,  or  a  dollhouse, 
or  a  brother  called  Robbie,  or  friends 
named  Carrie,  Heather  or  Amy. 
Amy's  name,  incidentally,  was  chosen 
before  the  election;  it  was  the  result 
of  an  opinion  survey  conducted  in 
Cleveland.  ■ 


Cashing  In 
On  Charisma 

Eight  years  ago,  Christopher  Stone 
was  crawling  around  drugstores  get- 
ting his  Brooks  Brothers  suits  dirty  as 
he  counted  nail  enamel  bottles  for 
that  master  of  marketing,  Charles 
Revson.  Today,  Stone,  who  has  traded 
his  suits  for  unbuttoned  shirts  and 
jeans,  counts  the  best-selling  albums 
recorded  at  his  Los  Angeles-based 
Record  Plant.  But  he  thinks  working 
for  Revson  was  the  best  preparation 
in  the  world. 

"Revson  used  to  say  we  were  sell- 
ing love,"  says  Stone,  42,  who  left 
Revlon  in  1969  after  starting  the  Rec- 
ord Plant  with  his  partner,  Gary  Kell- 
gren.  "The  people  who  come  here  to 
record  are  buying  charisma.  'Is  this 
where  Stevie  Wonder  recorded?  Oh, 
this  is  where  I  want  to  record.'  " 

The  price  for  the  charisma  that 
goes  with  recording  at  a  studio  where 
Wonder,  the  Eagles,  Fleetwood  Mac 
or  Boston  record  isn't  cheap.  Studio 
time  runs  around  $150  an  hour,  and 
600  hours  may  be  required  to  tape  a 
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quality  album.  With  four  recording 
"rooms"  at  his  studio  in  Los  Angeles, 
three  more  in  Sausalito,  plus  two  re- 
mote trucks  for  recording  live  con- 
certs, Stone  expects  the  Record  Plant 
to  gross  well  over  $2.5  million  this 


Music  Man:  Chris  Stone  markets 
his  Record  Plant  using  techniques 
that  he  picked  up  at  Revlon. 


year.  Operating  income  before  depre- 
ciation (which  is  maximized  to  re- 
duce taxable  income)  is  projected  at 
$650,000. 

Stone  can  offer  the  latest  in  24- 
track  and  digital  recording  (one 
room  may  contain  $300,000  worth  of 
electronics)  without  the  added  cost 
of  union  help.  But  part  of  the  Rec- 
ord Plant's  attraction  lies  not  in  the 
quality  of  its  recordings  but  in  the 
Sybaritic  surroundings  it  provides: 
exotic  bedrooms  (one  featuring  a  bed 
hard  by  a  huge  fish  tank),  a  room 
full  of  electronic  games,  a  Jacuzzi 
bath.  Purists  may  quibble,  but  Stone 
says  it's  all  good  for  business:  "An 
artist  is  spending  incredible  amounts 
of  money  over  one  or  two  notes,  al- 
ways under  pressure,  and  he's  going 
to  do  it  in  a  place  he  enjoys." 

Stone  (who  drives  a  Jaguar  with 
license  plates  that  read  DEDUCT), 
claims  that  the  recording  business  has 
not  made  him  a  millionaire.  "But  the 
amount  of  money  another  Revlon 
would  have  to  pay  me  to  live  as  well 
as  I  do  now  would  mean  I'd  have  to 
work  much  harder  than  I  want  to."  ■ 
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Diners  Club  invented  the  travel 
&  entertainment  card  25  years  ago. 

Now  we've  created  something 
that  may  change  the  business  world 
fust  as  much.  ®  ?;™*b  cLUB 
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DINERS  CLUB 
CORPORATE. 

The  ultimate  executive  card 
lor  any  company. 


Diners  Club  Corporate  is  not 
simply  a  new  name  tacked  onto  a 
Diners  Club  card.  It  is  a  whole 
new  kind  of  service  for  business. 
Here  are  some  of  its  advantages: 

1.  Cash  How. 

Diners  Club  Corporate  is  designed 
to  give  you  more  control  over  your 
money.  That  is  why  it  is  taken  by 
your  company,  not  by  your 
employees  individually. 

With  it,  your  executives  do  not 
need  cash  advances.  They  have  a 
company  card,  to  use  for 
expenses. 

The  result  is  that  the  money 
stays  in  your  company's  treasury 
until  the  bill  comes  in.  You  keep 
the  money  for  30,  60,  or  90  extra 
days.  To  work  for  your  company, 
as  it  should.  Even  for  smaller  com- 
panies, this  can  add  up  to  thou- 
sands of  dollars  a  month. 

2.  Expense-reporting 
system. 

Diners  Club  Corporate  eases 
paperwork  for  you  and  your 
employees.  That  saves  you  money 
and  saves  your  employees  time 
and  trouble. 

We  can  provide  you  with  a  com- 
plete breakdown  of  who  is  spend- 
ing what  and  where.  Through  our 
RECAP  program,  you  not  only  get 


a  month-by-month  readout  of  what 
each  executive  has  spent,  you  also 
get  a  breakdown  of  how  he  spent 
it:  how  much  for  food,  for  plane 
fare,  and  so  on.  You'll  be  told 
which  employees  have  exceeded 
whatever  limit  you've  set.  All  with- 
out anyone  in  your  company  hav- 
ing to  make  a  single  calculation. 

3.  Choice  of 
billing  plans. 

One  plan  provides  individual  bills 
to  your  employees  with  RECAP 
going  to  management.  Or  you 
may  choose  one  of  our  centrally- 
billed  plans.  Whichever  best  suits 
your  needs. 

4.  Protection  against 
unauthorized  use. 

Your  company's  liability  is  limited 
in  the  event  cards  are  lost  or  sto- 
len. In  addition,  if  your  company 
qualifies,  you  also  have  the  benefit 
of  the  Diners  Club  "Waiver  of  Lia- 
bility" provision  which  protects 
your  company  against  unautho- 
rized use  of  the  cards  by  your 
employees. 

5.  Lower  cost. 

Executives  who  use  their  own 
cards  have  to  pay  the  individual 
rate:  $20  a  year.  Most  likely,  your 
firm  reimburses  each  executive  for 
this  $20.  The  moment  you  switch  to 


Diners  Club  Corporate,  this  cost  is 
reduced  by  as  much  as  62%  (with 
cards  costing  as  little  as  $7.50). 

Other  benefits 

Diners  Club  Corporate  includes 
many  valuable  Diners  Club  ser- 
vices. Such  as  providing  emer- 
gency cash  and  check-cashing 
privileges  at  leading  hotels.  And, 
of  course,  its  world-wide  coverage. 
Wherever  your  executives  travel, 
they  simply  don't  have  to  worry. 
Over  350,000  establishments 
around  the  world  honor  the 
Diners  Club  card. 

Questions?  Diners  Club  will  be 
happy  to  answer  them.  For  addi- 
tional information  and  a  sample 
RECAP  print-out,  call  collect  or 
write. 

DINERS  CLUB  CORPORATE 
1 0  Columbus  Circle 
New  York,  N.Y  10019 

Or  call  toll-free: 

800-223-5620 

(In  New  York  state  call  collect 
212-245-1500) 


a  subsidiary  of  The  Continental  Co'porat'on 


GOOD  NEWS  FOR  AMERICAN  BUSINESS: 


Those  young  men  you 
thought  wouldn't  fit  in  after 
they  served  inVietnai 
are  fitting  in  very  well. 


I  very  society  that  goes  through  the 
terrible  experience  of  a  war  holds  its 
breath  in  fear  it  will  go  through  another 
ible  experience  after  the  war. 

that  is  the  aftermath  of  war.  The  returning 
le  young  men.  And  their  return  to  society. 

rera  postwar  period  was  ripe  for  problems, 
as  the  period  following  the  end  of  the 
nam  war. 

EVERYBODY'S  WAR:  NOBODY'S  WAR. 

ir  so  unpopular,  we  had  wars  against  it  at 
>me.  A  war  that  gave  us  no  victories  and 
o  returning  heroes. 

\  war  that  just . . .  faded  away. 

Inflation  and  recession  were  rearing 
their  heads,  simultaneously.  Jobs 
j  were  hard  to  find. 

UP  BY  THE  BOOTSTRAPS. 

I  Yes,  there  was  cause  for  concern. 
I  And  a  girding  for  the  crime  and  drug 
I  epidemics  that  were  to  follow. 

They  didn't  follow. They  didn't  happen. 
Those  young  men  were  a  lot  smarter 
than  a  lot  of  us  gave  them  credit  for. 

Instead,  for  the  most  part,  the  Vietnam 
feran  picked  himself  up  and  started 
png  up  for  lost  time. 

rejoined  the  millions  of  other  young  men 
(is  generation,  and  the  impact  of  that  reunion 
feing  felt  today. 

A  CHANGE  FOR  THE  BETTER. 

b  generation  includes  the  fastest-advancing, 
•3t  effective,  highest-paid  group  of  young 
lagerial  men  ever  to  hit  American  business. 


Their  participation  in  politics  has  brought  forth 
new  openness,  new  expectancy,  new  faith. 

And  results.  In  1974,  for  example,  Congress 
was  flooded  by  the  youngest  group  of  electees 
since  World  War  II. 

In  education,  especially  higher  education,  this 
new  generation  is  bringing  a  new  reality  into 
focus.  The  ivory  towers  are  crumbling.  In  their 
place  a  new  give  and  take,  a  new  closer  contact 
between  student  and  school  is  developing. 

The  turmoil  in  ecology,  in  human  rights,  in 
consumer  rights,  in  individual  rights  was  started 
by  this  group.  And  carried  on  by  them.  They've 
seen  it  through— from  the  earliest,  irrational 
protestations  to  todays  careful,  pragmatic 
approaches  to  the  solutions. 

Yes,  this  generation  is  making  its  mark  as  few 
generations  have  done  before  it. 

In  all,  we  think  it's  the  most  vital,  alive  group  of 
prospects  American  business  has  been  blessed 
with  since  the  post-World  War  II  boom. 

WANT  TO  MEET  THEM? 

At  PLAYBOY,  we  grew  up  with  this  generation. 

When  our  magazine  was  an  infant  and  alert 
to  the  slightest  sound,  we  listened  to  them. 
Very  carefully. 

And  the  more  we  listened  to  them,  the  more 
they  listened  to  us. 

The  rapport  that  developed  over  the  years 
has  given  us  a  larger  audience  of  these  maturing 
young  male  adults  than  any  other  men's 
magazine,  newsweeklyorsportsweekly. 

We  reach  13,621,000  men  every  month. 

Which  means,  if  you're  in  the  market,  we  can 
help  you.  Because,  in  fact,  we  are  the  market. 


The  Playboy  reader.  His  lust  is  for  life. 


Audience  data:  TGI.  Fall  1976.  <  1977.  Playboy. 


Faces  Behind  the  Figures 


Ex  Cathedra 

Last  spring  the  outspoken  Episeopal 
Bishop  of  New  York,  Paul  Moore  Jr., 
aimed  more  than  a  few  tart  words  in 
his  Easter  sermon  at  an  unaccustomed 
target:  New  York  City's  business  com- 
munity. He  likened  the  corporate  ex- 
odus in  progress  to  "rats  leaving  the 
sinking  ship." 

Hang  in  there,  he  said,  this  city  has 
been  good  to  you.  Abandoning  it 
when  it's  down  on  its  luck  is  lacking 
in  moral  responsibility. 

The  world  is  unaccustomed  to  high 
Episcopal  churchmen  lecturing  cor- 
porations in  quite  those  terms,  so  the 
message  brought  Moore  a  lot  of  no- 
toriety. Which  suits  him  fine.  "I'm 
searching  for  a  way  to  be  a  catalyst 
for  action,"  he  says. 

But  what  action  did  he  get?  Well, 
perhaps  the  departers  were  more  in- 
fluenced by  New  York  City's  own 
record  for  moral  responsibility  than 
by  Moore.  A  well-attended  panel  dis- 
cussion with  Andrew  Heiskell  of  Time 
Inc.  and  D.W.  Mitchell  of  Avon  Prod- 
ucts did  grow  out  of  it.  Philip  Morris 
has  stayed  in  town.  So  did  a  fur  com- 
pany (whose  name  Moore  forgets) 
that  cited  "moral  responsibility"  as  a 


reason   for   staying  and  expanding. 

Yet  Moore  is  undiscouraged. 
Though  he  had  no  plans,  as  we  went 
to  press,  for  preaching  to  business  in 
particular  this  Easter,  his  Ash 
Wednesday  sermon  in  Wall  Street's 
Trinity  Church  raked  most  of  the 
many  active  participants  in  New 
York's  fiscal  debacle  over  the 
coals.  ("Let  all  the  inhabitants  of  the 
land  tremble,  for  the  day  of  the  Lord 
cometh,  for  it  is  nigh  at  hand  .  .  .," 
his  text  read  in  part.) 

But  why  is  the  57-year-old  bishop 
straying  from  the  religious  reservation 
into  arcane  fields  like  economics  and 
city  finance?  One  reason  may  lie  out- 
side his  window.  His  monumental 
Cathedral  Church  of  St.  John  the 
Divine  rises  on  Harlem's  southern 
edge,  affording  a  good  view  of  some 
of  the  more  wretched  consequences 
of  high-level  "leadership"  and  the 
city's  resulting  economic  decline. 

Moore  has  had  one  more  benefit 
from  his  Easter  sermon:  a  conference 
with  Representative  Al  Ullman,  chair- 
man of  the  House  Ways  &  Means 
Committee.  "New  York  sends  far 
more  money  to  Washington  than  it 
gets  back,"  he  observes,  "while  the 
West  and  South  get  back  more  than 


Bishop's  Gambit:  Episcopal  Bishop 
Moore  attacks  New  York's  company 
move-outs  and  federal  tax  load. 


they  pay.  For  New  York,  the  dis- 
crepancy is  something  like  $3  billion." 

Redressing  that  imbalance,  he  fig- 
ures, would  be  a  most  morally  respon- 
sible move.  ■ 


Comrade  Capitalist 

George  King  may  be  operating  head 
of  Guystac,  the  corporation  that  ad- 
ministers the  republic  of  Guyana's 
state-owned  enterprises,  but  he  re- 
tains the  same  dedication  to  profit  he 


Middle  Way?  When  socialism  comes 
in,  as  it  did  in  Guyana,  the  profit 
discipline  doesn't  have  to  go  out. 


developed  during  the  30  years  he 
spent  in  Guyana  with  Britain's  sugar 
and  retailing  conglomerate,  Booker 
McConnell.  Guystac  consists  of  32 
separate  corporations  ranging  from 
department  stores  to  radio  assembly 
and  timber  operations  which,  with 
Guyana's  government-owned  sugar 
and  bauxite-mining  operations,  now 
account  for  something  like  70%  of 
Guyana's  economy. 

"Each  group,"  says  King— styled 
"comrade"  in  the  Cooperative  Repub- 
lic of  Guyana— "operates  on  very  strict 
business  and  commercial  practices, 
and  we  expect  of  them  the  profitabili- 
ty ratios  that  would  normally  apply  to 
a  business  of  that  sort." 

Much  of  Guystac  consists  of  busi- 
nesses, including  Booker's,  that  Guy- 
ana expropriated  from  foreign  own- 
ers. But  there  are  a  fair  number  of 
others  in  areas  like  bicycle  manufac- 
ture and  radio  assembly  that  the  gov- 
ernment launched  because  it  could 
not  persuade  private  business  to  en- 
ter. Then  there  are  small,  often  fam- 
ily-owned firms  that  Guyana  took 
over  because  they  were  failing— firms 
like  profitless  Guyana  Wrefords,  a 
retailing  outlet  that  King  boasts  he 
converted    in    three    years    from  a 


$137,000  loss  to  a  $94,000  profit. 

"Where  we  differ  from  a  privately 
owned  business,"  King  says,  "is  that, 
if  the  Cabinet  decides  it  wants  to 
make  certain  goods  and  services  avail- 
able to  consumers  at  lower  prices, 
then  a  subsidy  comes  from  the  Trea- 
sury." That  happened  a  year  or  so 
back  when  the  electricity  corporation 
decided  it  needed  a  rate  increase  to 
assure  a  10%  return  on  its  investment. 
The  government  denied  the  increase, 
but  instead  of  wasting  the  company's 
assets— as  a  U.S.  utility  commission 
might  have  done— it  made  up  the  dif- 
ference with  a  subsidy. 

Says  King,  "We  want  to  assure  that 
there  is  full  utilization  of  the  assets 
in  the  corporation  and  that  managers 
have  a  yardstick  by  which  things  can 
be  done.  We  never  want  to  give  a 
manager  an  opportunity  to  say,  'As 
politicians,  you  asked  me  to  keep  the 
price  of  this  or  that  down.'  " 

Americans  may  think  they  have  lit- 
tle to  learn  from  the  socialist  world. 
But  doesn't  the  Guyanese  notion  of 
subsidizing  rates  held  artificially  low 
make  more  sense  than  the  U.S.  prac- 
tice of  forcing,  say,  a  public  utility  to 
dissipate  its  assets  on  behalf  of  some 
socially  desirable  end?  ■ 
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BAT  Industries 
grows  around  the  world 


Turnover  of  £5,637  million  in  1976 


Operating  Profit  of  £430  million  in  1976 


Tobacco  

Other  Activities  (1%) 
Cosmetics 
Paper 
Retail 


Tobacco   

Other  Activities . 
Cosmetics  0%)- 

Paper  

Retail. 


8; 


iiiiiii 


Total  Assets  of  £3, 122  million  in  1976 


Europe 
19% 


Australasia 
Africa 
Asia 


"With  turnover  up  by  32%  and  operating  profit  up  by  31%,  I  feel  I  can  claim  a  year  of 
good  trading  despite  the  difficult  economic  conditions.  The  amount  available  for  dividends 
and  representing  real  growth  in  the  business  rose  by  39%  to  £124  million. 

Until  recently,  we  were  a  tobacco  company  with  diversified  interests,  but  now  we  are 
the  holding  and  managing  company  for  the  four  operating  divisions,  of  which  Tobacco 
still  remains  the  largest.  The  long  term  implications  of  the  change  are  profound, 
particularly  because  the  growth  potential  of  B.A.T  Industries  is  still  considerable,  both 
within  the  existing  divisions  and  also,  possibly,  by  the  addition  of  new  divisions  as  the 
base  for  further  growth. 

As  regards  Prospects,  I  expect  a  moderate  improvement  in  profits  attributable  to  B.A.T 

 Industries  in  the  current  year, 

although  the  final  outcome  may 
be  affected  by  further  movements 
in  exchange  rates. 


Group  Profit  Summary 


Turnover   

Operating  Profit   

Profit  before  taxation 

Net  Profit  attributable  to 
B.A.T  Industries  :- 
before  inflation  retention 
after  inflation  retention 

Dividends   

Earnings  per  Ordinary  Share 


1976  1975 

£  millions 
5,637  4,262 


430 
374 


328 
280 


170 
124 
36 

Pence 
51.2  43.7 


145 
89 
30 


In  the  absence  of  unforeseen 
circumstances  it  is  intended  to 
pay  dividends  totalling  12.87p 
per  Ordinary  Share  for  the  year 
to  30th  September  1977.  The 
opportunity  for  this  20%  increase 
arose  from  the  merger  of  B  AT 
and  T ST  as  I  had  already 
indicated  in  my  letter  to 
Shareholders  of  25th  May  1976." 

Peter  Macadam,  Chairman. 


Tobacco 

The  Division  is  the  world's  largest 
manufacturer  of  tobacco  products, 
with  a  turnover  of  £3,752  million  and 
an  operating  profit  of  £324  million 
in  1976.  Over  300  cigarette  brand 
names  and  an  extensive  range  of 
smoking  tobaccos,  cigars  and 
cigarillos  is  manufactured. 

Retailing 

We  operate  retail  chains  in  the  UK, 
USA  and  Brazil  and  have  a  25% 
interest  in  one  in  Germany.  Turnover 
in  1976  was  £1,282  million  and 
operating  profit  £33  million. 


Paper 


The  principal  interest  is  Wiggins 
Teape,  with  17  mills  and  factories  in 
the  UK,  5  in  Continental  Europe  and 
others  in  Brazil,  India  and  Africa. 
Total  turnover  was  £457  million 
and  operating  profit  £34  million  in 
1976. 

Cosmetics 

The  Division  comprises  Yardley, 
Lentheric,  Morny,  Germaine  Monteil, 
Cyclax,  Scandia,  Tuvache  and 
Juvena.  Turnover  of  £91  million  in 
1976  showed  operating  profit  of  £5.5 
million  from  sales  in  140  countries. 


Copies  of  the  Report  &  Accounts 
and  the  text  of  the  Chairman 's 
speech  at  the  Annual  General 
Meeting  are  available  from  The 
Secretary,  B.A.T  Industries 
Limited.  Westminster  House, 
7  Millbank,  London,  SW1P  3JE. 


BAT  INDUSTRIES  LIMITED 

Tobacco  •  Retailing  •  Paper  •  Cosmetics  Worldwide 


.  Manufacturers  Hanover  finances  the  flow  of  over  $36-million  in  export-import 
ade— every  working  day— to  ports  on  every  continent.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  sourccWorldwide. 


THERE  IS  A  WORD 

for  a  compnnv  that 

cfin  switch  coatiaeats. 

CHAAGE  BUSinESSES  HAD 
AEVER  MISS  A  DIVIDEAD. 


RESOURCEFUL 


In  a  25-year  period,  this  121- 
year-old  company  left  South 
America,  sold  its  steamship  busi- 
ness, totally  changed  its  business 
mix  and  became  the  nation's  5th 
largest  chemical  company. 

That  takes  a  certain  kind  of 
drive -a  special  kind  of 
motivation. 

Where  some  25  years  ago,  93% 
of  W.  R.  Grace  &  Co.'s  earnings 
came  from  South  America  -today 
over  90% of  the  company's  income 
comes  from  the  U.  S. ,  Canada  and 
Europe.  During  this  period  of  tran- 
sition, sales  grew  to  more  than  $3'/2 
Dillion,  dividends  increased  an 
average  3.6% each  year,  and 
Grace  became  a  world  leader  in 
specialty  chemicals  and  a  grow- 
ing factor  in  natural  resources  and 
in  selected  consumer  businesses. 


What  all  this  adds  up  to  is  a 
company  and  a  management  team 
that  is  highly  motivated,  keenly 
competitive  and  constantly 
attuned  to  the  challenges  of 
change.  And  we  have  a  25-year 
record  to  prove  it. 

If  you  would  like  to  know  more 
about  us,  write  for  our  current 
financial  statement  and  our  booklet, 
"A  Management  Perspective." 
W.  R.  Grace  &  Co.,  Grace  Plaza, 
1 1 14  Avenue  of  the  Americas, 
New  York,  N.Y.  10036,  Dept.  F-10. 


W.  R.  Grace  &  Co. 

GRACE 

Chemicals  •  Natural  Resources  •  Consumer  Products 


Forbes 


Money  And  Investments 


The  Economy 


Tell  It  Like  It  Is,  Jimmy 


Like  the  Johnson  Administration  in  the  late  1960s,  the 
Carter  Administration  is  developing  a  credibility  gap. 
This  one,  fortunately,  doesn't  involve  a  war,  but  it  could 
do  serious  damage  to  Carter's  economic  effectiveness.  The 
Administration  has  failed  to  sell  its  economic  program 
either  to  the  public  at  large  or  to  the  business  community 
in  particular.  Bits  and  pieces  of  the  program,  yes,  but  not 
the  program  as  a  whole.  It's  no  wonder  that  so  many 
people  are  worrying  again  about  runaway  inflation— in 
ipite  of  the  fact  that  the  Carter  economic  program,  looked 
Ht  whole,  is  quite  reasonable  and  noninflationary.  No  won- 
der so  many  fret  about  the  danger  of  another  recession- 
it  a  time  when  the  indicators  are  mostly  pointing  upwards. 

Thus  worried,  consumers  are  holding  back  on  spending 
ind  businessmen  on  investing  in  plant  and  equipment. 
Stocks  have  been  set  back  and  so  has  the  bond  market. 

When  people  are  uncertain  about  the  future,  the  in- 
/estor  won't  supply  permanent  capital  through  purchases 
}f  bonds  and  stock.  No  one  wants  to  stick  out  his  neck. 

Yet  the  Carter  economic  policy  is  reasonable  enough. 
Hie  overall  economic  portents  are  good.  The  Administra- 
:ion,  therefore,  is  doing  something  wrong.  Bert  Lance,  di- 
ector  of  the  Office  of  Management  &  Budget,  a  close  per- 
sonal adviser  to  President  Carter,  is  persuasive  when  he 
/isits  business  groups  and  answers  questions.  But  personal 
ippearances  reach  only  a  few  people.  Treasury  Secretary 
\W.  Michael  Blumenthal,  designated  as  chief  economic 
Spokesman,  seems  to  confine  his  public  statements  to  Sun- 
lay  morning  TV  appearances  and  interviews  with  the 
Mew  York  Times  and  the  Washington  Post.  Blumenthal 


might  do  well  to  change  public  relations  advisers;  he  is 
currently  in  tow  of  a  professional  bureaucrat  who  seems 
to  think  that  Sunday  morning  TV,  the  Times  and  the 
Post— the  bureaucrat's  bible— are  all  there  is  out  there. 

It  shouldn't  be  Forbes'  job  to  explain  Carter's  program 
for  him,  but  it  should  be  obvious  that  it  is  not  enough  to 
state  that  "basic  inflation  is  still  in  the  5%-to-6%  range," 
as  Blumenthal  recently  did.  Such  a  conclusion  must  be 
backed  by  an  explanation  in  simple  terms  of  why  farm 
prices  are  still  relatively  flat  because  of  large  crops;  why 
energy  costs  will  not  increase  much;  why  international 
competition  will  hold  down  prices  on  domestic  manufac- 
tured goods.  Perhaps  there  is  political  risk  in  these  judg- 
ments because  farmers  and  manufacturers  don't  like  to 
hear  them,  but  the  mass  of  consumers  would  be  pleased. 

When  Blumenthal  recently  trekked  to  a  National  Asso- 
ciation of  Manufacturers  meeting  in  New  York,  he  con- 
cluded his  speech  with  the  Administration's  program  to 
fight  inflation,  which  includes:  1)  help  workers  and  in- 
dustries hurt  by  imports;  2)  come  up  with  major  tax 
reform  later  this  year;  3)  improve  ability  of  the  Coun- 
cil on  Wage  &  Price  Stability  to  identify  economic  prob- 
lems; 4)  reexamine  government  procurement  policies;  5) 
define  goals  and  targets. 

No  one  is  about  to  arrange  long-term  commitments  on 
the  basis  of  such  vague  promises.  They  are  too  imprecise. 
Credibility  would  have  been  better  served  if  the  long  ad- 
dress had  been  devoted  to  what  is  troubling  the  popula- 
tion instead  of  covering  subjects  that  chiefly  excite  gos- 
sips in  the  District  of  Columbia.  ■ 
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Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


THE 

FORBES 

INDEX 


1974 


1975 


1976 


1977 


—145 

—  140 

-4 135 

—  130 

—  125 

—  120 

—  115 

It110 

—  105 

—  100 

—  95 


service  price  index  related  to  the  consumer 
price  index) 

1  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


How  To  Gamble  In  Bonds 


By  Ben  Weberman 

". . .  [Here  is]  a  profit  potential  for  those 
who  think  that  interest  rates  won't  go  up 


[ver  have  the  urge  to  control  a  $1- 
million  portfolio?  Even  the  smallest 
investor  can  do  so  for  an  outlay  of 
just  $1,500.  That  sum  will  cover  mar- 
gin on  a  contract  to  purchase  $1  mil- 
lion of  90-day  Treasury  bills  for  fu- 
ture delivery.  For  even  less,  $1,250, 
you  can  own  a  contract  to  buy 
$100,000  of  Government  National 
Mortgage  Association  mortgages  for 
future  delivery.  In  either  case,  com- 
missions run  to  $60  per  trade. 

These  are  not  options;  they  are  like 
commodity  futures.  Interest  rate  fu- 
tures levels,  like  commodity  futures 
prices,  are  set  by  the  market;  if  the 
market  thinks  interest  rates  are  going 
higher,  futures  will  be  above  current 
rates.  At  present,  the  market  does 
think  interest  rates  are  going  higher, 
and  so  futures  are  above  the  current 
level  of  interest  rates.  That  should, 
in  theory  at  least,  offer  profit  poten- 
tial for  those  who  think  that  interest 
rates  won't  go  up. 

What  you  are  doing  in  buying  these 
contracts  is  assuming  the  capital  gains 
risk  and  opportunities  implicit  in  the 
portfolio— you  don't  actually  own  the 
securities  nor  do  you  profit  from  the 
interest  on  them.  You  are  literally  buy- 
ing a  piece  of  the  action. 

Up  Is  Down 

For  those  of  you  who  are  accus- 
tomed to  trading  in  commodity  futures, 
a  mental  adjustment  is  needed  to 
trade  in  interest-rate  futures:  In  com- 
modities, a  long  position  is  profitable 
if  the  price  goes  up;  it  is  unprofitable 
if  the  price  goes  down.  But  in  inter- 
est rates  futures  it  is  the  other  way 
around:  The  long  position  is  profitable 
if  rates  go  down— and  vice  versa. 

In  bonds,  interest  rates  and  prices 
operate  inversely  with  each  other. 


If  you  play  the  futures  market,  be 
prepared  to  lose  big  or  win  big.  Those 
slim  margins  can  be  wiped  out  al- 
most overnight— and  often  are.  Mar- 
gin must  be  maintained  at  $1,000  or 
more  for  GNMAs.  So  a  change  of 
only  0.03$  of  interest  rate  in  the 
wrong  direction  is  more  than  enough 
to  bring  a  call  for  more  margin . 

The  man  who  fathered  the  con- 
cept of  GNMA  futures  is  Richard  L. 
Sandor,  formerly  chief  economist  of 
the  Chicago  Board  of  Trade  and  now 
vice  president  of  the  ContiFinancial 
division  of  the  giant  Continental 
Grain  Corp.  Dick  Sandor  walked  me 
through  some  recent  fluctuations  in 
GNMA  and  Treasury  bill  futures.  It 
was  quite  an  exciting— and  nerve- 
wracking— walk. 

Last  Oct.  1,  the  March  1977 
GNMA  future  was  selling  at  96  14/32 
to  yield  8.45%.  By  Dec.  30,  after  in- 
terest rates  went  into  a  sharp  decline, 
the  same  contract  closed  at  101  4/32 
to  yield  7.80%.  A  purchaser  of  the 
March  contract  at  the  start  of  Octo- 
ber who  sold  it  at  the  end  of  Decem- 
ber would  have  made  a  profit  of 
$4,687.50— nearly  quintupling  his  in- 
vestment in  90  days. 

By  the  end  of  January,  however, 
interest  rates  had  risen  and  the  same 
contract  had  dropped  to  98  5/32,  to 
yield  8.20%.  That  would  have  meant 
a  loss  of  $3,000  from  Dec.  30  to  Jan. 
30.  A  December  purchase  would  have 
lost  all  the  original  margin— and  a  lot 
more.  Then,  between  late  January  and 
the  expiration  of  the  contract  in 
March,  prices  moved  hesitantly;  there 
was  little  profit  or  loss. 

Interest  rate  futures  on  Treasury 
bills  followed  the  same  pattern,  but 
were  less  extreme.  From  October  to 
December  prices  advanced  as  rates 
declined  from  5.6%  to  4.52%.  The  po- 
tential profit  was  $2,700— not  bad  on 
a  $1,250  speculation.  By  the  end  of 
January  the  rate  was  back  to  4.05%, 
and  a  loss  of  $1,325  was  racked  up 
for  the  month. 

The  obvious  question  now  is:  What 


do  I  recommend  to  prospective  spec- 
ulators? There  is  some  speculative 
play  possible  in  GNMA  futures  for 
those  who  believe— as  I  do— that  long- 
term  interest  rates  are  not  going  to  go 
higher.  The  September  1977  futures 
are  at  8.44%,  30  basis  points  above 
today's  market.  If  interest  rates  re- 
main steady,  the  buyer  of  a  futures 
contract  would  earn  a  profit  of  $2,125 
on  his  $1,250  speculation.  The  trou- 
ble is  that  a  major  move  in  the  op- 
posite direction  cannot  be  ruled  out; 
in  short,  the  risk-reward  ratio  isn't  too 
healthy  at  this  point. 

Speculating,  Not  Investing 

I  am  somewhat  more  comfortable 
with  the  variety  of  yields  available  on 
Treasury  bill  futures  contracts.  These 
range  from  5.13%  on  the  June  1977 
delivery  to  5.84%  for  September  and 
6.46?  for  December.  The  most  dis- 
tant contract,  September  1978,  is  sell- 
ing to  yield  7.77%. 

My  forecast  calls  for  a  basically  un- 
changed short-term  interest  rate  struc- 
ture for  the  end  of  this  year.  Fed- 
eral funds  and  bills  should  rise  in 
yield  no  more  than  50  basis  points 
(or  M%)  from  current  levels.  Thus  a 
December  1977  contract  seems  at- 
tractive, since  Treasury  bills  currently 
carry  a  4.6%  return  on  the  three- 
month  maturity.  So  the  yields  would 
have  to  jump  almost  2%  by  the  end  of 
this  year  to  wipe  out  the  margin  on  a 
futures  contract. 

By  contrast,  the  assumption  that 
bills  will  trade  to  yield  no  more  than 
5.5%  at  the  end  of  1977  means  a  con- 
tract purchased  now  on  a  6.46%  basis 
would  bring  a  cash  profit  of  $2,500. 

For  those  who  like  some  action  and 
who  have  firm  views  on  the  monetary 
future,  this  can  be  quite  an  exciting 
market.  If  you  resolve  not  to  put  up 
additional  margin,  your  risks  in  this 
market  are  limited  by  the  relatively 
small  amount  of  the  original  commit- 
ment—and the  gains  can  be  much 
wider.  But  understand  what  you  are 
doing:  gambling,  not  investing.  ■ 
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In  the  riijht  place 
at  the  right  time. 


Lone  Star's  revenues  have  tripled  in  the  last 
ten  years.  Which  says  something  about  our 
being  on  the  right  track.  And  points  to  a 
successful  future. 

Cement:  will  there 
be  enough  capacity? 

As  the  Western  Hemisphere's  leading  port- 
land  cement  producer,  we've  seen  demand 
growing  steadily. . .  by  1980  it  will  be  in  close 
balance  with  capacity  in  many  places.  With 


CEMENT:  ESTIMATED  CAPACITY  VS  PRODUCTION 
Millions  of  Tons— Portland  Cement  Clinker 


the  long  lead  times  and  high  capital  require- 
ments to  build  new  cement  plants,  there  is 
little  prospect  of  excess  productive  capacity 
for  many  years. 


Another  factor:  cement  historically  out- 
runs steel  and  wood  in  rate  of  growth  as  a 
construction  material,  and  construction  is 
on  the  move  again.  That,  to  us,  means 
business. 

Building:  it's  getting 
to  be  everybody's  business. 

Housing  starts  are  back  on  the  rise.  And  so 
is  home  remodeling.  We  supply  materials  for 
both.  We're  a  leading  distributor  of  lumber 
and  building  materials  to  contractors  and 

In  the  right  place  at  the  right  time. 


also  to  do-it-yourself  homeowners.  Our  facili- 
ties —  some  200  of  them  —  include  retail 
stores,  supply  yards,  and  other  distribution 
centers.  We've  tripled  our  sales  in  this  area 
in  just  5  years.  And  the  future  can  only  build 
business  for  Lone  Star. 


If  you'd  like  to  know  more  about  us,  write 
to  One  Greenwich  Plaza,  Greenwich,  Con- 
necticut 06830,  for  a  copy  of  our  Annual 
Report. 

LQHE./V 
STAR  M 
INDUSTRIES 


Dynamic 
Energy 


Money  And  Investments 


ENERGY  CRISIS 
PROFIT  OPPORTUNITY 
OIL  AND  GAS  SAVINGS 
UP  TO  25% 

We  are  now  offering  for  the  first  time  a  tried 
and  proven  electro/mechanical  system  that 
has  a  positive  track  record  of  exceptional  sav- 
ings with  fuel  oil  and  gas,  from  home  installa- 
tions to  major  industrial  complexes.  Reduc- 
tion in  fuel  consumption,  reduction  in  service 
and  maintenance  costs,  and  less  pollution. 
This  is  an  opportunity  for  excellent  income, 
this  revolutionary  fuel  savings  system  can 
make  you  wealthy!  Yes,  and  we  can  prove  it. 
We  want  a  responsible  person  or  company  in 
every  city  who  is  aggressive,  and  sales  mind- 
ed to  join  us  today!  on  the  ground  floor  of  one 
of  the  most  profitable  business  opportunities 
of  the  70's.  Complete  technical  and  marketing 
support  furnished.  $11,650.  needed  for  cost 
of  inventory.  For  full  details,  please  contact 
Frank  luele.  Dynamic  Energy  Resources,  Inc., 
194  Winter  St..  Haverhill,  Mass.  01830,  (617) 
374-0104. 


Slip 


for 

Forbes 


Rugged  and  handsome  cases  in  red  and 
black  with  title  embossed  in  gold.  Prices: 
$4.95  each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box  Corp., 
Dept.  FB,  P.O.  Box  5120,  Phila.,  Pa.  19141. 
Please  allow  3  to  4  weeks  for  delivery. 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive 
a  prompt  written  reply. 

(Mln.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt) 

RESALE  ACCRUED  EQUITIES  inc. 

"Scotch  Whisky  Brokers  since  I960" 
Write  F.G.  Schoenwald 
380  Lexington  Ave.,  N.Y.C.  10017 
(212)MO!-3595 


GUARANTOR  OR  JOINT  VENTURE 


Viable  Project*  wanted  to  Joint  Venture  aa  Guarantor. 
Industrial  and  Commercial  expansion.  Aaaembly  and 
Processing  Plants.  Hospitals.  Retirement  or  Nursing 
Homes  Sub-Divisions  or  Shopping  Centers.  Pollution 
Control,  etc. 

Established  firms  needing  operating  capital  send  your 

request  _ 

R.  Bernard 
2102  N.  Arrowhead  Ave.  Suite  A 
San  Bernardino,  California  92405 


Market  Commer 


i 


am  just  hack  from  40  days  in  the 
Pacific,  an  area  where  one  does  not 
hear  much  news  about  the  stock  mar- 
ket or,  for  that  matter,  anything  else 
about  the  U.S.  It  seems  to  me  that  in 
the  time  I  was  away  Jimmy  Carter 
has  been  doing  everything  just  about 
right,  and  that  a  great  many  of  the 
doubts  about  him  have  their  origin 
in  partisan  political  prejudice.  His 
honeymoon  with  Congress  is  now  en- 
dangered by  the  coming  announce- 
ment of  a  brave  and  sensible,  but 
highly  unpopular,  energy  program. 
The  American  public  is  unwilling  to 
pay  more  for  oil  and  to  use  less,  even 
though  coal  can  be  substituted  for  oil 
at  only  a  slow  pace.  I  don't  know 
how  radical  the  energy  program  will 
be,  but  even  if  it  is  mildly  so,  I  ex- 
pect it  to  backfire  politically.  What 
the  President  does  here  will  be  a  test 
of  his  firmness  and  his  willingness 
to  do  the  right  thing,  even  when  it 
is  unpopular. 

What  docs  this  mean  for  the  stock 
market?  Near  term,  assuming  I  am 
guessing  the  right  environment,  it 
probably  will  cause  some  temporary 
irregularity  in  the  oils.  Probably  these 
stocks  can  be  sold  on  a  trading  ba- 
sis, but  for  investment  I  would  hold 
them.  Regardless  of  national  policy,  we 
will  be  largely  dependent  on  oil  for  a 
long  time.  The  situation  should  help 
the  coal  companies  and  be  even  better 
for  coal-mining-equipment  compa- 
nies. Actually,  coal-company  earnings 
won't  improve  much  till  next  year  or 
later,  but  in  the  long  run  those  earn- 
ings will  have  to  improve  regardless 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  if  McKinnon  Auchincloss 
Kohlmeyer  Inc. 


A  Fresh  View 

By  Lucien  O.  Hooper 


of  the  fluctuations  of  national  polic 
I  am  still  sticking  to  the  idea  th 
1977  will  be  a  year  in  which  the  sto< 
market  will  neither  go  through  tl 
floor  nor  through  the  roof.  Thus  ii 
however,  it  has  not  done  quite  as  w< 
as  I  expected.  I  think  the  Dow  Jon 
industrials  may  be  near  the  year's  lo' 
and  that  there  is  a  chance  the  lo 
has  already  been  recorded.  I  am  sui 
however,  that  1977  will  continue 
be  a  selective  year. 

The  glamour  stocks  have  performi 
the  worst  in  past  months  of  any  grou 
For  the  first  time  in  years,  I  am  b 
ginning  to  think  in  terms  of  accum 
lating  some  glamour  stocks.  Some  th 
were  selling  at  40  and  50  times  pe 
share  earnings  are  now  back  at  12 
18  times,  and  a  few  are  only 


". . .  I  am  beginning  to  thinL 
of  accumulating  some 
glamour  stocks  . . ." 


times.  Many  of  these  glamours  < 
ways  represented— and  still  do  repi 
sent— more  merit  than  run-of-the-m 
stocks.  The  trouble  has  been  hij 
price,  not  lack  of  merit. 

The  big  negative  for  the  glamo 
stocks  is  that  the  so-called  institutio 
still  own  too  many  of  them,  and  mo 
than  they  want  to  keep.  As  they  cc 
rect  the  balance  in  their  portfolic 
their  activity  probably  will  cause  mai 
glamour  stocks  to  sell  too  low,  whii 
should  put  them  at  attractive  pri 
levels  for  the  rest  of  us.  The  trouh 
is  that  after  such  price  declines,  y< 
may  not  feel  any  urge  to  buy  thei 
even  if  they  are  at  reasonable  leve 

I  wonder  if  it  is  not  time  to  be  loo 
ing  at  stocks  like  Eastman  Koda 
down  from  151  to  around  68;  Xero 
down  from  171  to  around  47;  Do 
Chemical,  down  from  57  to  arour 
38;  Coca-Cola,  down  from  150 
around  77;  Avon  Products,  dow 
from  140  to  around  47;  McDonald 
down  from  77  to  around  40;  an 
Sears,  Roebuck,  down  from  123 
around  60.  Often  it  pays  to  buy  wh 
the  other  fellow  is  selling  and  to  St 
what  the  other  fellow  is  buying.  ■ 
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(EEP  a  valuable  bonus  for  making  this  test 


Compare  Value  Line  ys  the 

ivhole  world  of  investment 
advisory  services. 

Does  anyone  else  give  you  all  this?  Or  even  come  close? 


ou  be  the  judge.  Match  The  Value  Line  Survey  against  any 
ther  investment  survey  you've  ever  used,  seen  or  heard  about. 
Vhich  gives  you  more?  Which  does  more  for  you?  Compare  them 
i  any  way  you  like. 

Value  Line  doesn't  come  out  ahead— way  ahead— simply  return 
ie  material  we've  sent  you  for  a  full  refund.  But  keep  the  valuable 
4-page  book,  Investing  in  Common  Stocks,  just  for  taking  part  in 
ie  test. 

Special  Invitation 

du  are  invited  to  receive  the  complete  Value  Line  Investment 
urvey  for  the  next  10  weeks  for  only  $29— about  half  the  regular 
ate— if  no  member  of  your  household  has  had  a  Value  Line 
ubscription  in  the  last  two  years. 

\le  make  this  special  offer  because  we  have  found  that  a  high 
ercentage  of  those  who  try  Value  Line  for  a  short  period  stay  with  it 
n  a  long-term  basis.  The  increased  circulation  enables  us  to 
rovide  this  service  for  far  less  than  would  have  to  be  charged  our 
)ng-term  subscribers  were  their  number  smaller. 

/  This  >s  a  sample  lull-page  report  ol  one  of  the  1600  stocks  t 
\  regularly  reviewed  by  Value  Line,  reduced  from  8V  x  11"/ 
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BUSINESS 


i  Com  piny  engages  i 
„t  18  6  mil.on  torn 
I  trucking  .varehoosiry 
Trucking  Co»p  1 100* 
BS%I  In  1975  76%  c 
labout  79%<nei 


Piiinion  ne((oiiat«l  •  12-year  agreement 
with  six  Japanese  steelmakers.  The  ban* 

•  In  thf  I J  m.inih*  Martin*  April  1.  1977.  101 
million  hm*  of  coal  will  he  delivered  Sub 
MCcrjUfM  -hipmen(«  will  be  al  a  rate  of  10.9 

•  The  basic  Martin*  price  is  5 2  OS  per  inn 
h.^her   ihan   the  Oct     1976  price  to  the 

■  1  ■     .J.-  the  details  are  not  yet 

available  increawn  in  Pittstcm'acoau  will  he 
pawd  a  limit  in  accordance  with  price  escala 
tion  -tipulaiioas 

•  Mr  of  the  scheduled  xhipmenis  are  tub 
j eel  to  annual  price  and  tonnage  negotia 
tipni  The  price  "f  the  remaining  60'  i  can  be 
renegotiated  everv  three  year* 

These  contract  terms  constitute  a  hedged 
position.  The  deliveries  that  are  price  filed 
'plus  eiwalaiinni  for  three  yean  represented 
about  one-third  of  P.ttatrm's  output  I  It  6 
million  tnn<  in  1975  and  probably  w>me  2 
million  tons  leu  thia  year!  The  price  in- 
crease i*  verv  small  relative  to  (he  changes 
since  1973  With  *•>  much  volume  committed 
to  price  for  three  yean  PitUton  manage 
mem  mu»l  doubt  that  a  seller's  market  in 
metallurgical  coal  is  just  around  the  comer 


Clinchtiald  Coal  Co  Labcx  costs  p/obably  last  ihan 
15%  ol  sales  75  Depre.  Rale  7  4%  Has  about 
17  900  employe**    16  910  sthhldr*  Chairman 

aboui  7  5%  o'  stock  inc  Oei  Va  Address  200 
Parti  Ave    Suite  730  N  V    NY  10017 


affect  corporate  results  appreciably  Nor  car 
we  v  isualue  enough  increased  steelmaker  de 
mand  to  provide  b  si  table  boost  in  coal 
profits  for  the  neit  12  months  Thus.  PCO 
stock  prices  will  do  well  to  match  mi 
averages  in  the  year  to  come  Howevei 
placement  cost  reporting  probably  won't 
*hare  performance  We  estimate  that  such 
bmkktcpinji  will  cui  1976  profit!  by  but  10 . 
and  will  not  menace  cash  How"  at  all 
End -of -decs.de  capital  appreciation  poten- 
tial it  fairly  good  islighily  below  that  of  the 
■rage   common   stock)    Pit  talons  i 
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progti 


proi 
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You  take  no  risk.  If  you're  not  completely  satisfied  with  the  Value 
Line  Survey,  just  return  the  material  you  have  received  within  30 
days  for  a  full  refund  of  your  fee.  But  keep  your  gift  book,  Investing 
in  Common  Stocks.  To  accept  this  special  invitation,  fill  in  and  mail 
the  coupon  today. 

What  You  Receive 

So  that  you  can  test  The  Value  Line  Investment  Survey  in  a 
meaningful  way,  this  special  invitation  brings  you  everything  that 
our  regular  full-term  subscribers  receive,  including.  .  . 

1 .  Ratings  &  Reports 

Every  week  you  receive  new  full-page  Reports  on  about  1 25 
stocks,  which  update  and  replace  the  corresponding  Reports  in 
your  Reference  Service  (it  takes  less  than  a  minute  to  remove  the 
old  and  put  in  the  new).  During  a  13-week  cycle,  new  Reports  like 
this  are  issued  on  all  1600  stocks.  The  Reports  include  price/ 
volume  charts  and  22  series  of  vital  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead. 

2.  Investors  Reference  Service 

(available  separately  for  $45).  You  receive,  as  a  bonus,  our  latest 
full-page  Reports  on  each  of  more  than  1600  stocks  under 
continuous  review  by  Value  Line.  These  come  to  you  fully  indexed 
and  loose-leaf  bound  for  your  immediate  use  and  will  be 
systematically  updated  by  new  Reports  in  the  weeks  ahead. 

3.  Selection  &  Opinion 

Every  week  this  12-page  section  clearly  and  concisely  presents 
Value  Line's  view  of  the  Business  Prospect,  Stock  Market,  and 
Advisable  Investment  Strategy.  Plus  specific  Stock  Selections,  vital 
Information  for  Option  Writers  and  Buyers,  and  the  Value  Line 
Averages. 

4.  Summary  of  Advices 

Every  week,  for  EACH  of  1600  stocks  under  review,  this  24-page 
section  shows  the  current  ratings  for  relative  future  Price 
Performance  and  Safety,  together  with  the  Estimated  Yield,  P/E 
ratio,  estimated  long-term  Appreciation  Potential,  Beta,  and  latest 
earnings  and  dividend  data. 

5.  Investing  in  Common  Stocks 

This  little  "classic"  by  Arnold  Bernhard,  Value  Line's  founder  and 
research  chief,  packs  a  remarkable  wealth  of  guidance  into  just  64 
pages.  . . .  revealing  methods  of  stock  evaluation  and  portfolio 
management  that  took  decades  to  develop.  This  book  is  YOURS 
TO  KEEP,  no  matter  what  you  decide  about  the  Value  Line  Survey. 


frheVsiliic  Line  Investment  Survey 

9  ARNOLD  BERNHARD  4  CO.,  INC.        X«*=5«»y  I 


SIGNATURE 


NAME  (please  print) 


5  EAST  44th  STREET.  NEW  YORK.  N  Y  10017 


□  Begin  my  special  10  week  trial  to  The  Value 
line  Survey  (limited  once  to  any  household  every 
two  years)  and  send  me  the  Investors  Reference 
Service  and  the  booklet  "Investing  in  Common 
Stocks"  as  bonuses.  My  check  or  money  order  for 
J29  is  enclosed  (Trial  subscriptions  must  be 
accompanied  by  payment )   

□  I  prefer  one  year  (52  weeks)  of  Value  Line.  ADDRESS 
plus  the  bonus.  Investors  Reference  Service  and 

the  booklet,  "Investing  in  Common  Stocks''  for 
1285  (There  are  no  restrictions  on  this  offer ) 

□  Payment  enclosed  □  Bill  me  for  1285 
GUARANTEE:  If  dissatisfied  tor  any  reason.  I 
may,  under  either  offer,  return  the  material  within 
30  days  for  a  full  refund  of  the  fee  I  have  paid 


416T15 


APT  NO 


CITY 


STATE  ZIP 
Not  assignable  without  subscriber's  consent  Foreign 
rates  on  request  Subscription  fees  are  fully  taideduct 
ible.  (NY  residents  add  applicable  sales  tai ) 


 Proud  of  our  past  

confident  ol  our  future 

TEMPLETON 

GP  WTH 


Money  And  Investments 


A  mutual  fund  seeking  long-term 
growth  through  investments  in  U.S.  & 
Foreign  securities.  Free  brochure  & 
prospectus  from . . . 


I 

I 

I 
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Securities  Fund  Investors 

50  North  Franklin  Turnpike 
Hohokus,  New  Jersey  07423 

Name 

Address 

City 

State  Zip 

FCM15 


WHICH 

NO  LOADS 

(no  broker  foe: 

ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO-LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.75 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.50 
Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F1C    P.  O.  Box  2109 
Yreka,  Calif.  96097 
Subscription  cannot  be  assigned  without  your  consent 


GROWTH 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


V 
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f  Adam  Smith  could  return,  I  think 
he'd  be  upset  to  learn  that  in  the 
world's  biggest  capitalistic  country  the 
government  has  become  the  biggest 
venture  capitalist.  What  Smith  would 
discover— and  so,  perhaps,  will  A. 
Vernon  Weaver,  Carter's  nominee  for 
administrator  of  the  Small  Business 
Administration— is  that  for  about  five 
years  now  there  has  been  virtually  no 
risk  capital  available  for  smaller  com- 
panies except  from  the  SBA. 

That  is  what  engineers  call  a  non- 
trivial  statement.  Roughly  half  the 
American  economy  is  small  business. 
It  happens  to  be  the  half  that  fur- 
nishes most  of  the  jobs  everybody 


Venture  Capi 


Out  In  The  Col 

By  Thomas  P.  Murphy 


receivable,  and  it's  "prime  plus  th 
Irving,  and  we  want  you  out  of  ] 
at  the  end  of  your  selling  seas 

Now  and  then,  of  course,  we  1 
had  a  stock  market  that  invest; 
smaller  companies.  It  last  occu 
(for  the  benefit  of  younger  read 
in  the  late  Sixties.  If  we  happei 
have  another,  it  won't  help  mi 
Legal  and  accounting  fees  to  reg 
a  new  security  under  Regulatioi 
(a  "short"  form  registration)  } 
grown  so  high  that  it  is  not  w 
the  cost  to  raise  the  maximi 
$500,000-the  law  allows.  The  n 
bers  are  shocking.  In  1972  there  v 
418  underwritings  for  companies  i 
a  net  worth  of  less  than  $5  mill 
They  raised  $918  million.  In  1 
there  were  four  underwritings, 
they  brought  in  $16  million.  At 
same  time,  big  business  raised  $28 
lion  in  1972  and  $41  billion  in  1! 

So  much  for  SEC  and  stock-i 


".  * .  A  whole  generation  of  bankers  who  never  knew 
what  it  was  to  grubstake  a  deserving  fellow 
with  a  good  idea  has  come  and  gone  . . ." 


says  we  need:  entry-level  jobs  for 
youngsters,  service  jobs  for  women 
and  something  else  that  you  cannot 
quantify— it  finds  places  for  the  mil- 
lions who  don't  fit  the  tidy  mold  at 
Xerox  and  the  phone  company. 

How  this  capital  drought  for  half 
the  economy  came  about,  and  what 
can  be  done  about  it,  is  worth  ponder- 
ing. Essentially,  government  became 
the  biggest  risk  capitalist  because  it 
systematically  regulated  or  taxed  most 
of  the  rest  of  them  out  of  business. 

A  whole  generation  of  bankers  who 
never  knew  what  it  was  to  grubstake 
a  deserving  fellow  with  a  good  idea 
has  come  and  gone.  To  the  genera- 
tion now  running  banks,  $50  million 
to  Zaire  is  good  banking.  As  for 
XYZ  Mfg.  Co.  down  the  street,  well 
that  tax-paying,  job-creating  slob  is 
lucky  to  get  60%  against  his  accounts 

Mr.  Murphy  heads  a  venture  capital  firm, 
Partnership  Dankist,  Stamford,  Conn. 


ket  acceptance  of  small  compai 
As  for  the  big  money,  pension  fui 
the  new  ERISA  (Employee  Rel 
ment  Income  Security  Act)  nu 
trustees  personally  liable  for  s 
thing  invested  that  does  not  n 
the  prudent-man  rule.  As  a  re 
prudent  pension  trustees  no  loi 
patronize  cheap  restaurants  for 
of  meeting  entrepreneurs  who  m 
importune  them  for  capital. 

This  brings  us  full  circle  as  to 
the  Small  Business  Administratis 
close  to  being  the  last  game  lefi 
town.  The  agency  itself  has  b 
stuck  by  Congress  with  a  hoc 
podge  of  responsibilities  (mine 
lending,  disaster  loans,  farm  lo 
etc. ) .  It  is  beleaguered  by  periodic 
vestigations,  high  turnover  of  admi 
trators  and  ( pre- Watergate )  < 
gressmen  leaning  on  its  staff  to  ii 
constituents.  Despite  this,  SBA  is 
turing  and  winning  respect. 

Among  its  hodgepodge,  it  has 
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/  significant  programs  for  small 
lpanies.  The  largest  ($2  billion  au- 
rized)  gives  the  banks  a  90%  guar- 
ie  on  loans  to  small  companies 
:  do  not  quite  meet  bank  criteria 
loans.  What  makes  this  interesting 
;hat  it  is  long-term  money.  For 
.11  companies  that  is  very  hard  to 
te  by  these  days.  The  banks  claim 
i  loans  take  too  much  paperwork, 
[  it  sometimes  takes  too  long  to 
cess  them.  SBA  is  getting  better 
both  scores  and  8,500  banks  will 
r  process  SBA-guaranteed  loans. 

omeback 

'he  other  program  ($150  million 
lorized)  is  Small  Business  Invest- 
it  Companies.  The  SBICs  have 
their  ups  and  downs.  At  the  peak 
the  up,  in  the  mid-Sixties,  there 
e  over  700  operating.  Today  there 
275.  But  it  looks  as  though 
Cs  are  making  a  comeback.  In 
jary  they  put  $18  million  out  to 
11  companies,  double  the  level  in 
jary  1976.  What  is  more,  applica- 
s  for  new  SBIC  licenses  are  in- 
ising,  especially  from  banks  them- 
es and  wealthy  individuals. 
BICs  are  not  government  agencies; 
i  ate  part  of  the  private  sector 
operate  on  their  own  money  and 
money  borrowed  from  the  Small 
iness  Administration.  They  cur- 
tly pay  SBA  about  7.6%  for  mon- 
ger a  ten-year  period  and  lend  it 
mall  companies  at  interest  rates  up 
15%  for  five  years  or  longer.  Often, 
they  ask  for  an  equity  kicker  in 
form  of  warrants  to  buy  common 
k.  As  with  the  SBA  itself,  after 
or  more  years  in  business  the 
Cs  are  maturing  and  finding  their 
ie  in  the  financial  spectrum.  It  is 
the  free-wheeling  niche  most  con- 
smen  imagined  (venture  capital, 
sir!),  but  it  is  an  important  niche, 
or  disaster  fans  (those  of  you  who 
id  Airport,  thrilled  to  Earth- 
ke),  there  is  a  widely  ignored 
klet  published  by  SBA  called  "Re- 
:  of  the  SBA  Task  Force  on  Ven- 

and  Equity  Capital  for  Small 
iness."  It  is  a  sensible  report,  it 
Is  with  the  problems  I  have  dole- 
/  outlined,  and  it  is  free  (write: 
ce  of  Investment,  1441  "L"  St. 
V.,  Washington,  D.C.  20416). 
■et  us  hope  a  former  small  business- 
l  from  Georgia  reads  it.  Other- 

I  just  don't  know  how  I  will  ex- 
n  this  mess  to  Adam  Smith  if  he 
les  back.  ■ 
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Commoditie 


The  Case  Of 

The  Jumping  Beans 

By  Stanley  W.  Angrist 

". . .  To  try  and  trade  this  bullish  situation  is 
simple,  but  the  risks  are  considerable  . . ." 


|  f  there  is  one  thing  commodity  trad- 
ers like,  it  is  action.  They  are  not  giv- 
en to  buying  triple-A  bonds,  collect- 
ing their  interest  checks  and  then,  af- 
ter 25  years,  retrieving  their  principal 
from  the  borrower.  Dull  markets  al- 
low commodity  traders  to  sleep  too 
well.  In  recent  weeks  they  have  found 
a  market  with  action  enough  to  sat- 
isfy the  most  confirmed  insomniac. 
The  soybean  market  has  been  really 
making  tracks. 

Late  last  summer  soybeans  experi- 
enced a  sharp  run-up  that  carried  the 
July  1977  contract  from  around  $6  a 
bushel  to  over  $7.50  in  six  weeks. 
Bean  prices  then  broke  sharply,  re- 
turning the  contract  to  under  $6.50 
in  less  than  four  weeks.  Prices  idled 
around  both  sides  of  the  $6.50  mark 
for  most  of  the  fall.  In  mid-December 
a  slow,  steady  rise  started  from  the 
$6.50  level,  reaching  $7.75  in  early 
March.  And  then  the  fireworks  start- 
ed. The  July  contract  crossed  the 
$8.60  level  in  a  matter  of  days  in 
mid-March. 

Treat  For  The  Bulls 

What  set  off  this  explosion  in  bean 
prices?  Just  this— the  crop  is  simply 
not  big  enough  to  meet  domestic  needs 
and  export  commitments  at  the  prices 
that  prevailed  for  most  of  last  year. 
And  the  market  started  adjusting  to 
this  fact  in  December  in  a  relatively 
calm  and  rational  way.  Last  season 
farmers  cut  their  acreage  by  8%  and 
at  the  same  time  watched  their  av- 
erage yield  per  acre  drop  by  11?.  This 
unhappy  combination  reduced  the 
bean  supply  at  the  beginning  of  the 
current  season  (Sept.  1)  to  1.51  bil- 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


lion  bushels,  down  sharply  from  the 
previous  season's  1.71  billion  bushels. 

The  planting-intentions  report  in 
January  indicated  that  farmers  would 
increase  their  bean  acreage  this 
spring  by  only  5.5%.  This  modest  in- 
crease in  the  face  of  excellent  domes- 
tic crush  (soybean  processors  crush 
the  bean,  sell  the  oil  and— to  livestock 
feeders— the  resulting  meal)  and  con- 
tinued good  exports  added  fuel  to  the 
fire  that  the  bulls  were  building.  Ap- 
parently farmers  in  January  either 
believed  that  the  demand  for  beans 
was  not  really  so  strong,  or  they  de- 
cided to  dissemble  a  bit  to  see  if  they 
could  give  soybean  prices  an  added 
boost. 

Despite  steadily  rising  prices  in  the 
first  six  months  of  the  1976-77  season, 
soybean  usage  has  not  declined.  The 
cumulative  crush  from  September 
through  February  has  exceeded  last 
year's  by  at  least  11  million  bushels. 
Apparently  U.S.  livestock  numbers 
and  average  weight  levels  have  not 
shown  any  significant  decline  in  rela- 
tion to  soybean  meal  supplies.  But  it 
now  appears  that  usage  during  the 
second  half  of  the  marketing  year  will 
have  to  drop  by  about  10%  to  wind  up 
with  at  least  75  million  bushels— bare- 
ly enough  to  handle  pipeline  needs. 

I  can't  believe  that  farmers  will  not 
take  a  quick  look  at  bean  prices 
before  heading  out  to  the  tractors  this 
month.  The  response  will  surely  be  to 
increase  their  bean  plantings  and  cut 
back  on  corn  plantings.  (The  next 
planting-intentions  report  due  in  mid- 
April  might  well  begin  to  reflect  this 
shift. )  But  even  if  farmers  do  increase 
their  soybean  acreage,  beans  will 
probably  remain  in  tight  supply.  The 
crop  would  have  to  rise  to  1.4  billion 
bushels  in  order  to  bring  supply  and 
demand  into  balance  at  lower  price 
levels.  Such  a  crop  could  be  attained 
with  a  yield  of  26  bushels  per  acre 
on  55  million  planted  acres.  But  those 


numbers  appear  quite  optimistic  at 
this  point. 

Another  factor:  The  1977  Brazilian 
bean  crop  has  fallen  short  of  expecta- 
tions that  it  would  be  both  large  and 
harvested  early.  The  crop  is  now  esti- 
mated at  432  million  bushels.  Bean 
analysts  believe  that  Brazil's  soybean 
exports  will  drop  to  100  million  bush- 
els or  so,  since  the  37-million-bushel 
increase  in  crop  size  will  only  partially 
satisfy  the  country's  expanded  crush- 
ing capacity.  Brazil  has  been  steadily 
increasing  its  soybean  production  ca- 
pability; in  the  last  ten  years  it  has 
expanded  its  soybean  crop  size  by  a 
factor  of  18. 

Trading  Strategies 

The  simplest  way  to  try  and  trade 
this  bullish  situation  is  to  go  long  a 
July  bean  contract.  The  risks  are  con- 
siderable. Beans  can  and  frequently 
do  hit  their  daily  limits— sometimes 
both  the  upper  and  lower  limit  in  the 
same  day.  That  means  stop-loss  or- 
ders are  all  too  frequendy  touched 
off.  And  to  trade  beans  without  stop- 
loss  orders  is  sheer  madness.  A  bean 
trader  taking  a  long  position  would 
have  to  set  a  stop  at  least  40  cents 
per  bushel  ($2,000)  below  where  he 
got  in.  The  margin  on  either  a  long 
or  a  short  position  in  beans  is  $3,000 
per  contract. 

More  conservative  traders  might  try 
a  spread  that  does  not  span  a  crop 
year.  A  trade  that  has  had  some  suc- 
cess this  year  involves  going  long  a 
July  and  short  the  August  contracts, 
with  July  commanding  no  more  than 
a  5-cent  premium  over  August.  The 
spread  can  be  lifted  when  July  reaches 
a  12-cent  premium  during  a  strong 
bean  rally.  The  minimum  margin  on 
intracrop  bean  spreads  is  only  $500. 
(Your  broker  might  ask  for  more.) 
Round-turn  commissions  on  a  long 
or  short  position  in  beans  or  a  bean 
spread  is  $50.  ■ 
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IntroducingTIME  EuroExecutive 


A  special  edition  addressed  exclusively  to  the 
executive  Market  of  Europe. 

TIME  EuroExecutive  is  the  first  demographic 
idvertising  edition  ever  published  in  Europe. 

It  will  be  distributed  to  85,000  top  executives 
n  business,  the  professions  and  government. 

These  decision  makers  are  members  of  TIME'S 
subscribing  executive  households,  and  every  one 
)f  them  was  selected  individually  by  census. 

You  can  now  talk  to  them  in  TIME  EuroExecu- 
ive  at  an  extraordinarily  low  cost:  $3,750  per  b&w 
)age.  And  that's  a  cost  of  $42  per  thousand 
;xecutives. 

Not  only  that.  There's  a  way  to  make  the  effec- 
ive  cost  even  lower.  Matching  pages  in  TIME  Top 


Management  in  the  U.S.  will  earn  a  5%  discount  in 
both  editions. 

TIME  EuroExecutive  is  available  every  other 
week  and  well  within  the  range  of  the  limited 
budget  advertiser,  as  you  can  see. 

For  complete  information  on  how  this  new 
edition  can  best  serve  you,  get  in  touch  with  your 
local  TIME  representative. 


TIME 

EuroExecutive 

for  multinational  marketing 
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Stock  Trer 


MULTIPLE  SCLEROSIS 
IS  OF  VITAL  CONCERN 
TO  EVERYONE 
WHO  LIVES  HERE. 


In  our  world  today,  an 
estimated  one  and  a  half  million 
persons  are  victims  of  multiple 
sclerosis.  MS  is  a  mysterious, 
debilitating  crippler.  for  which 
there  is  no  known  cause  or  cure, 
that  seemingly  comes  from 
nowhere  to  strike  at  young 
people  in  their  prime  years. 

There  used  to  be  no  help,  no 
hope.  But  through  the  efforts  of 
the  National  Multiple  Sclerosis 
Society,  and  the  contributions 
of  caring  people,  a  massive 
research  program  is  under  way. 
Many  feel  the  answer  is  closer 
than  ever  before.  And  we  can 
find  it.  with  your  help.  A  major 
health  problem,  multiple 
sclerosis  is  one  of  the  worst 
cripplers  since  polio.  It  should 
not  exist  in  our  world  today. 


National  Multiple  Sclerosis  Society 
105  East  42nd  Street 
New  York,  New  York  10017 


D 


'on't  give  up  hopes  for  better  days. 
The  stoek  market  is  not  really  as  neu- 
rotic as  it  seems.  In  fact,  it  is  still  per- 
forming its  traditional  role  of  antici- 
pating the  economy  and  future  cor- 
porate earnings.  But  its  time  horizon 
has  shrunk.  It  used  to  look  ahead  for 
at  least  six  months.  During  the  late 
Sixties,  one  old  saw  went,  the  mar- 
ket was  anticipating  not  just  the  fu- 
ture but  the  hereafter.  The  long-term 
view  was  still  around  in  the  early 
Seventies,  when  many  portfolio  man- 
agers were  sure  they  could  put  away 
blue  chips  and  hold  them  indefinitely. 
Since  then  the  market  has  been  be- 
having like  the  "incredible  shrinking 
machine,"  until  by  now  it's  giving  us 
the  shortest  look-ahead  in  history. 

There  are  plenty  of  examples  of 
the  market's  refusal  to  look  even  a 
little  beyond  the  present.  For  instance, 
the  cold  weather  this  winter  was  real- 
ly a  very  short-term  phenomenon. 
However,  it  did  last  long  enough  to 
play  havoc  with  the  first-quarter 
earnings  of  a  lot  of  companies.  The- 
oretically, stock  buyers  should  have 
looked  right  past  those  earnings  to 
the  fact  that  the  economy  has  been 
accelerating  since  the  weather  showed 
the  first  sign  of  warming.  Instead  the 
market  went  into  a  tailspin  in  late 
March  from  investors  just  thinking 
about  how  bad  the  profit  figures 
would  be. 

Another  example:  Go  back  a  bit 
to  last  August.  The  majority  of  econ- 
omists had  no  sooner  agreed  that  the 
second-quarter's  lull  was  over  when 
the  market  bulged  right  up  to  the 
1976  high.  Then,  at  the  end  of  Sep- 
tember on  the  very  day  that  the  lead- 
ing economic  indicators  showed  a 
dow  nturn,  it  got  clobbered  to  close  to 
the  low  for  the  year. 

Mr.  Simons  is  director  of  research  at  the 
securities  firm  of  Weeden  6-  Co. 


Hang  On  To 
Your  Microscoi 

By  Myron  Simons 


Of  course,  there  are  reasons  for 
short-fused  attitude.  For  one  t 
there's  the  ever-present  fear  of  i 
tion  and  its  companion,  higher  i 
est  rates.  But  the  most  impo: 
reason  for  the  shortsightedness  is 
overmanaging  of  money. 

Portfolio  managers  are  still  pa 
for  their  sins  in  the  days  when 
just    kept    accumulating  king-; 
quantities  of  blue-chip  growth  st< 
Now  their  penance  is  to  react  to 
tiny  piece  of  news  or  change  in  ( 
ings  estimates.  Most  large  portf 
have  nearly  all  their  money  in 
ed.  With  what  cash  they  have 
it's  tempting  to  try  to  take  advan 


". . .  We  should  see  a 
good  market  rally . . . 
and  an  opportunity  to 
make  some  money . . .' 


of  short-term  market  moves.  Evei 
the  sums  involved  are  so  huge 
just  the  institutional  pocket  mom 
enough  to  cause  violent  fluctua 
whenever  there's  agreement  on  ai 
vestment  sector. 

Let's  take  a  look  ahead  for  a  : 
distance.  Once  the  quarterly  earr 
statements  are  out  of  the  way,  th 
likely  to  be  virtually  unanimous  aj 
ment   that   everything   looks  p: 
good.  The  economy  is  developii 
real  head  of  steam,  and  second-c 
ter  earnings  should  get  a  bounce 
only  from  good  business  condii 
but  from  pent-up  demand  from 
sales  and  production  during  the 
weather.  Even  inflation  rates  shoul 
coming  down  now  that  food  and 
prices  are  leveling  off.  It  should 
time   when   most  short-termers 
agree  that  all  is  well  in  the  stock 
ket  w  orld.  Unless  there  is  a  majoi 
foreseen     development  ahead, 
should  see  a  very  good  rally  and  t 
should  be  a  good  opportunity  to  n 
some  money.  A  lot  of  blue-chip  grc 
stocks  have  gotten  to  the  point  w 
you  scarcely  have  to  pay  for  glarr 
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A  useful  guide  for  the 
commission-conscious 
investor. 

This  free,  pocket-sized  book  enables  you  to  quickly  figure  and 
compare  practically  any  broker's  stock  and  option  commissions. 
Its  90  pages  of  tables  display  the  old  fixed  commission?  and 
commissions  at  a  wide  range  of  dis- 
counts from  it,  in  cents-per-share  and 
dollars-per-contract  rates  for  almost  any 
whole-priced  trade. 

Get  this  book  simply  by  mailing  this  ad 
or  asking  for  one  at  800-221-5338  toll- 
free  or  in  N.Y.  State  at  212-269-9127 
collect. 

From  the  people  who  started  commis- 
sion discounts  rolling  for  the  individual 
investor. 


"lln,i-'<<m;iM,.s  | 


•Base  Commissions.  Pre-May  I,  1975  NYSE  and  CBOE 
fixed  commissions. 


Name. 


Address. 


City. 


_State_ 


.Zip_ 


(f  ))  Source  Securities  Corporation 


AUG 


70  Pine  Street,  New  York,  N.Y.  10005 


FOR  4/77 


We  love  the  Jordans. 
They're  so  terribly  Contrafundish. 

There  are  some  in  every  crowd; 
those  who  appreciate  the  unusual. 
Contrafund  seeks  growth  from  stocks 
that  are  currently  unpopular,  but  which 
we  consider  merely  undervalued.  There 
is  no  sales  charge  or  redemption  fee. 

You'd  be  terribly  smart  to  write  or 
call  toll-free  today. 


CaliToU-rrce 

(800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 


CONTRAFUND 

82  Devonshire  St.  Box  832.  Dept  FF  70415 
Boston.  Mass.  02103 

For  more  complete  informa- 
tion, including  charges  and 
expenses,  please  write  or  call 
for  a  prospectus.  Read  it  care- 
fully before  you  invest  or  send 
money. 


Name 


City  State  Zip 

Retirement  Plan  Information:  Keogh  □  IRA  □  403B  □ 
FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management 


163 


Money  And  Investments 


The  Fun 


Founders  Mutual: 
Quasi-lndex  Fund 


Who  needs  a  money  manager?  That's 
the  question  posed  by  recent  converts 
lo  the  concept  of  indexing,  or  tracking 
the  performance  of  the  market.  Index 
funds,  a  growing  number  of  propo- 
nents argue,  offer  broad  diversifica- 
tion, low  fees  and  better  results  than 
managed  funds.  They  cite  a  finding  of 
Becker  Securities:  Some  90%  of  pro- 
fessionally managed  funds  have  un- 
derperformed  the  S&P  over  the  last 
three  years. 

And  how  will  the  funds  do  in  real- 
ity? To  judge  by  38-year-old  Founders 
Mutual,  just  what  the  market  as  a 
whole  does.   In   fact,  with  Denver- 


as  executive  vice  president  of  the  par- 
ent company,  Founders  Mutual  Depos- 
itor Corp.  Collins  picked  40  blue-chip 
stocks  in  22  industry  groups  and 
clamped  a  lock  on  them.  He  says  he 
based  the  number  and  range  of  choices 
on  his  judgment  of  what  industry 
groups  would  have  long-term  growth 
with  the  economy  and  which  compa- 
nies were  relatively  dominant  in  their 
respective  fields. 

The  portfolio  contains  such  suc- 
cess stories  as  Internationa]  Business 
Machines  (at  the  time  a  leader  in  tab- 
ulating machines,  not  computers), 
Eastman  Kodak,  Dow  Chemical  and 


Founders'  Forty 

Airco 
Alcoa 

American  Tel  &  Tel 
Asarco 

Caterpillar  Tractor 
Chrysler 

Continental  Group 
Continental  Oil 
CPC  International 
Dow  Chemical 
E  I  du  Pont 
Eastman  Kodak 


Exxon 

General  Electric 
General  Motors 
INA 

Ingersoll-Rand 
Inland  Steel 
IBM 

International  Harvester 
Inco  Ltd 

Kennecott  Copper 
Liggett  Group 
Monsanto 
Owens-Illinois 
Procter  &  Gamble 


Pullman 
RCA 

R  J  Reynolds 
Sears,  Roebuck 
Texaco 

Union  Carbide 
Union  Pacific 
Uniroyal 
U  S  Gypsum 
U  S  Steel 

United  Technologies 
Warner-Lambert 
Westinghouse  Electric 
F  W  VVoolworth 


based  Founders  (assets:  $162  million) 
you  may  not  even  need  to  adjust  your 
fund  painstakingly  to  the  Standard  & 
Poor's  500,  or  change  your  portfolio 
when  the  components  of  the  S&P  or 
the  Dow  Jones  industrials  change.  All 
you  have  to  do  is  to  pick  40  solid 
stocks  and  stick  with  them. 

Founders  differs  from  an  index  fund 
in  another  crucial  way:  It  dollar-cost- 
averages,  that  is,  invests  an  equal 
number  of  dollars  in  each  security. 
If  money  comes  in,  Founders  invests  it 
equally  among  its  40  stocks.  Converse- 
ly, when  shareholders  redeem,  Foun- 
ders sells  securities  to  maintain  an 
equal  cost  position  in  each  of  its  40 
stocks.  Because  the  portfolio  remains 
unchanged,  there  are  no  research 
costs.  The  fund's  entire  activity  is  dic- 
tated by  its  sales  to  investors  and 
their  redemptions. 

The  portfolio  was  chosen  in  1938 
by  Lowell  Collins,  who  still  presides 


Caterpillar  Tractor.  It  also  contains 
some  clearly  less  successful  stocks— 
Liggett  Group,  U.S.  Gypsum,  du  Pont 
and  Uniroyal.  It  does  not  contain 
any  stellar  electronic  companies  like 
Hewlett-Packard  or  any  fast-food  out- 
fits like  McDonald's. 

Collins'  theory  was  that  at  any  pe- 
riod in  the  fund's  history,  ten  stocks 
would  be  performing  superbly,  ten 
would  not,  and  there  would  be  20  in 
the  middle. 

"Take  Chrysler,  for  example,"  says 
Collins.  "At  one  time,  it  was  the  most 
profitable  stock  in  the  fund.  We  had 
to  ride  it  through  its  ups  and  downs. 
But  the  principle  of  dollar-cost-av- 
eraging presupposes  that  you  are  in  a 
corporation  that  is  a  permanent  part 
of  the  industry.  Under  the  equal-dol- 
lar investment  principle,  we  are  able 
to  buy  more  of  them  when  their  stock- 
price  is  low  and  less  when  their  price 
is  high." 


Dollar-averaging  within  the  p 
iolio  over  38  years  has  had  some  s 
tling  results.  As  of  Mar.  31,  each  st 
has  $1.8  million  invested  in  it. 
fund's  investment  in  du  Pont  ha 
market  value  of  $1.2  million,  while 
investment  in  Dow  Chemical  has 
predated  to  $7.7  million.  Its  IB\ 
worth  $17.9  million.  To  substitut 
different  stock  for  one  already  on 
list  requires  the  consent  of  a  majo 
of  the  stockholders.  But  so  far,  st( 
holders  have  never  been  asked  fc 
change.  "It's  unlikely  we  would 
them  for  a  change  unless  we  ow 
something  like  Penn  Central,"  ! 
fund  President  Bjorn  Borgen. 

How  has  the  fund  performed 
an  index-like  vehicle?  Just  the  j 
it's  supposed  to.  In  38  years  (not 
eluding  reinvested  dividends)  it 
grown   750%,   beating   the  DJI 
625%)  but  lagging  slightly  behind 
S&P  (up  778%).  In  Forbes'  Mu 
Fund  ratings,  it  has  consistently  ri 
a  C  in  up  markets  as  well  as  d( 
since  1969.  When  the  market  v* 
down    in    1974,    Founders  slip 
slightly  less  than  both  the  DJI 
the   S&P.   It   increased  slightly 
than  they  did  in  1976.  Over  the  j 
ten  years,  the  net  asset  value  (not 
eluding  reinvested  dividends)  has 
creased  2.4%,  which  is  about  the  s« 
as  the  S&P  did. 

The  fund's  60  active  salesmen 
its  broker-dealer  network  are  pitcJ 
Founders  Mutual  to  pension  f 
trustees  who  must  grapple  with 
Employees  Retirement  Income  S( 
rity  Act's  cloudy  "prudent- man"  p 
for  diversification.  To  encourage 
terest,  the  directors  say  they  plar 
go  no-load  as  of  May  1  on  investm< 
of  $100,000  or  more'. 

Small  investors  would  still  bear 
8.5%  sales  load  on  initial  investm< 
and  a  rather  stiff  annual  charge 
50  cents  on  every  $100  to  cover 
ministrative  costs— one  possible  rea 
why  redemptions  have  been  exce 
ing  sales  lately,  causing  the  fund 
sell  off  shares— in  equal  cost  amou 
for  each  shareholding,  of  course. 

Founders'  greatest  asset,  says  ( 
lins,  is  its  38-year-old  history  of 
surprises— no  extraordinary  gains, 
extraordinary  losses.  In  short,  it  d 
what  it  is  supposed  to  do,  stick  v 
the  averages.  For  today's  seeurity-c 
scions  fund  buyer,  that's  an  app< 
ing  prospect.  ■ 
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As  from  today, 
the  Orient  is  no  longer 
such  a  mystery. 


N; 


[ewsweek  International  has  just  completed 
an  in-depth  market  research  project  in  eight 
capital  cities  in  Asia: 

Hong  Kong,  Singapore,  Kuala  Lumpur,  Djakarta, 
Manila,  Bangkok,  Taipei  and  Seoul. 

'Asian  Profiles"  is  the  most  up-to-date,  indeed, 
the  only  survey  of  its  kind  to  be  conducted  since 
Newsweek  International's  "Asian  Omnibus" 
published  in  1974. 

THE  AIM OFTHE  RESEARCH 
"Asian  Profiles"  is  designed  to  help  agencies  and 
advertisers  maximise  their  investment  in  the  major 
markets  that  comprise  this  complex  region. 

The  research  is  based  on  personal  interviews 
with  more  than  4,000  influential  males  over 
twenty-five  years  of  age  representing  a  key  target 
audience  of  more  than  one  million  people. 

It  is  thus  able  to  pinpoint  the  sector  of  each 
market  that  has  most  purchasing  power,  both  in 
business  and  in  private  consumption,  and  that 
exerts  the  greatest  influence  in  the  community  at 
large. 

The  study  examines  in  detail  this 
influential  target  group.  It  records  respond- 
ents' readership  patterns  for  both  inter- 
national magazines  and  national  news- 
papers. It  surveys  ownership  and  usage 
for  a  broad  range  of  goods  and  services 
marketed  to  consumers  and  leaders 
in  business,  government  and  the 
professions.  For  example,  it  identifies 
how  frequently  respondents  trave 
and  their  destinations;  the  hotels 
and  credit  cards  they  use  and  their 
choice  of  travellers  cheques;  their 
ownership  of  cars  and  their  con- 
sumption of  liquor  and  cigarettes. 

Because  the  economies  of 
the  area  are  so  diverse,  the  size 
of  the  sample  in  each  city 
has  been  made  large 
enough  to  enable  you  to 
examine  each  of  the  eight 
markets  individually. 

"Asian  Profiles"  was 
conducted  for  Newsweek 
International  by  the 
Survey  Research  Group, 
the  largest  research  organ 
isation  in  Southeast  Asia. 


A  BOOMING  MARKET 

The  dramatic  economic  growth  of  this  region 
and  its  wealth  of  natural  resources  provide  a  firm  base 
for  vigorous  local  production  and  manufacturing. 
The  area  is  attracting  increasing  attention  from 
investors  and  manufacturers  around  the  world. The 
one  million  plus'influentials'  identified  in  "Asian 
Profiles"  are  vital  to  your  success  in  tapping  the 
development  potential  of  this  expanding 
marketplace. 


WHAT  "ASIAN  PROEILES^TAN  DO  FOR  YOU 

Are  you  already-or  now  considering- 
marketing  in  this  region?  By  using  "Asian 
Profiles"you  can  make  a  detailed  examination 
of  these  key  target  markets  through 
Newsweek's  computer-based  analysis 
facilities.  Thus  the  study  can  help  you  assess 
the  potential  for  your  products  and  services. 
Are  you  reaching  the  right  people?  Are  you 
using  the  most  effective  media?  "Asian 
Profiles"  can  help  to  provide  you  with  the 
answers. 

"Asian  Profiles"-a  survey 
unequalled  in  its  scope  and  technical 
soundness.  Find  out  more  about  it  today. 

Newsweek 

THE  INTERNATIONAL  NEWSMAGAZINE 

History  in  (he  making. 

Please  send  a  copy  of  Newsweek  Asian  Profiles  Report  io"1 
^  (PLI  ASF  TY  PI  OR  PR  IN  I 

■  NAME  

I  POSITION  

/  COMPANY  

/  I  I  LL  ADDRESS  


Mail  this  coupon  10  wiur  nearest  Newsweek  International  oil  t, 
■444  Madison  Avenue.  New  York  10022 
Suite 7948,200  lastRandolph l)n\e.(  hieagohOGOl 
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FORBES  CLASSIFIED  appears  on  the  pre- 
ceding pages  in  the  first  issue  of  every 
month.  Look  for  it  in  the  upcoming  issue. 
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I  hOUghtS . . .  Business  of  Life 


As  fast  as  we  cut  our  expenses, 
the  government  raises  our  taxes. 
William  Feather 


If  you  would  know  the  value 
of  money,  go  and  try 
to  borrow  some. 
Benjamin  Franklin 


Money  is  indeed  the  most  important 
thing  in  the  world;  and  all  sound 
and  successful  personal  and 
national  morality  should  have 
this  fact  for  its  basis. 
George  Bernard  Shaw 


Make  money  your  god, 

it  will  plague  you  like  the  devil. 

Henry  Fielding 


Money,  which  represents  the  prose 
of  life,  and  which  is  hardly 
spoken  of  in  parlors  without  an 
apology,  is,  in  its  effects 
and  laws,  as  beautiful  as  roses. 
Ralph  Waldo  Emerson 


Covetous  men  live  drudges 
to  die  wretches. 
Thomas  Fuller 


No  man  is  demolished 
but  by  himself. 
Thomas  Bentley 


We  know  that  happiness  is 
more  than  material  well-being, 
that  conscience  is  more  than 
simple  fear,  that  love  is  more  than 
sex,  that  moral  authority  is  more 
than  political  power,  and  that 
community  is  more  than  organization. 
Kingman  Brewster  Jr. 


No  man  is  the  absolute 
lord  of  his  life. 
Owen  Meredith 


Viewing  the  matter  in  retrospect' 
I  can  testify  that  it  is 
nearly  always  easier  to  make 
one  million"  dollars  honestly 
than  to  dispose  of  it  wisely. 
Julius  Rosenwald 


An  ill  man  is  always  ill,  but 
he  is  worst  of  all  when 
he  pretends  to  be  a  saint. 
Francis  Bacon 


The  man  who  creates  or  builds  up 

a  mighty  financial,  industrial, 

mining  or  commercial  organization 

usually  makes  money,  often 

a  great  deal  of  it.  In  business, 

profit  is  the  reward  of 

successful  achievement.  But 

the  man  who  sets  up  money-making 

as  his  primary,  his  sole  goal, 

who  subverts  everything  to  that  end, 

seldom  fulfills  his  narrow, 

Midas-like  ambition. 

B.C.  Forbes 


Most  of  us  hate  to  see 

a  poor  loser— or  a  rich  winner, 

Harold  Coffin 


Learn  to  lose  as  though 

you  had  won.  Then,  learn  to  win 

as  though  you  had  lost. 

Lord  Chesterfield 


You  become  well-to-do  from 
doing  what  you  do  well. 
Frank  Tyger 


The  thing  generally  raised 
on  city  land  is  taxes. 
Charles  Dudley  Warner 


The  measure  of  choosing  well 
is  whether  a  man  likes 
what  he  has  chosen. 
Charles  Lamb 


None  deserve  praise  for  being 
good  who  has  not  spirit  enough 
to  be  bad:  goodness,  for  the  most 
part,  is  nothing  but  indolence 
or  weakness  of  will. 
La  Rochefoucauld 


The  feeling  of  satiety, 
almost  inseparable  from  large 
possessions,  is  a  surer  cause  of 
misery  than  ungratified  desires. 
Benjamin  Disraeli 


There  is  something  wrong 
with  any  law  that  causes  that 
many  people  to  have  to  take 
a  whole  day  off  from  their  jobs 
to  find  out  how  to  comply  [with 
the  tax  law]. 
T.  Coleman  Andrews 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text . . . 


Sent  in  by  Mrs.  Norton  Cox,  Columbus. 
Ohio.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


And  God  is  able  to  make  all  grace 
abound  toward  you;  that  ye,  always 
having  all  sufficiency  in  all  things,  may 
abound  to  every  good  work. 
II  Corinthians  9:8 
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Crunch  In  The  Caribbean 


More  Cubas  To  Come? 


-chine  tools,  textile  and  construction  machinery 
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2Q  Menthol  Ogo**eS 


mg  tar. 


This  is  more  than  just  low  'tar!  This  is  ultra-low  'tar! 
This  is  Now,  a  cigarette  with  only  1  mg  'tar!  If  you  want  to  be  sure 
you're  getting  ultra-low  'tarj  count  all  the  way  down  to  Now  s  number ! 

rrL~         tar  cigarette. 
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No  man  is  the  absolute 
lord  of  his  life. 
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That  dishonorable, 
anti-American  excuse - 
"If  I  dorft  get  it, 
somebody  else  will." 

Citizens,  mayors,  governors,  U.S. 
Congressmen  clamber  to  get  on  the 
Federal  Funds  bandwagon  that  is 
wrecking  the  character  and  the 
future  of  America. 

There  is  no  such  thing  as  Federal 
funds— every  dollar  is  local  taxation 
collected  by  Washington  and  then 
some  (but  only  some)  is  doled  out 
(after  the  bureaucrats  take  theirs)  to 
local  governments  in  exchange  for 
local  freedom. 

When  is  some  local  official  or 
unit  going  to  have  the  courage,  the 
common  sense,  the  honesty  to  say 
NO  to  the  lure  of  "Federal"  funds,  ' 
and  to  say  with  pride,'  'We'll  pay  our 
own  way,  and  if  we  can't  afford  it, 
we'll  wait  until  we  can." 

Then,  pray  Heaven,  there  will  be 
enough  honest  Americans  left  to 
follow  that  leader— back  to  solvency 
and  honesty  and  self-respect  again. 


WARNER  &  SWASEY 


Made  by  Warner  &  Swasey's  Textile  Machin- 
ery subsidiary,  Bessemer  City,  N.  C,  these 
M-4700  Pin  Drafter  Draw  Frames  in  a  Georgia 
plant  prepare  synthetic  fiber  for  carpet  yarn, 
automatically  filling  cans  in  sequence  with  a 
measured  amount  of  fiber. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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hflow  to  Achieve  Total  Financial  Freedom 


'Millionaires  Are  Not  100  Times  Smarter  Than 
fou,  They  Just  Know  The  Wealth  Formula." 


We've  never  met  and  probably  never 
ill,  but  I  think  we  share  a  common  in- 
rest.  That  interest  is  in  achieving  complete 
id  total  financial  freedom. 

Because  of  this  common  interest,  I  think 
;  can  be  of  great  help  to  each  other.  You 
e,  a  little  over  twelve  months  ago  my  net 
jrth  reached  the  magic  million  dollar  mark, 
d  it  only  took  me  48  months  to  achieve 
at. 

That  might  not  impress  you,  but  if  you 
d  seen  me  just  a  few  years  ago,  you  might 
5nder  how  I  did  it.    I  lived  in  Denver  then, 

a  cramped,  tumbled  down  house  at  2545 
>uth  High  Street.  My  wife  was  expecting  our 
cond  child  and  we  were  so  broke  we  had  to 
irrow  $150.00  from  a  relative  just  to  buy 
od  and  pay  the  rent. 

By  the  way,  I  know  I  didn't  make  a 
illion  dollars  because  of  my  superior  intel- 
:t  —  I  barely  got  through  Ames  High  School 
imes,  Iowa)  with  a  C  average  and  I  think 
at  if  you'll  stop  and  think,  you'll  realize  and 
ree,  there  is  not  a  single  millionaire  that  is 
I,  20,  or  50  times  smarter  than  you,  or  that 
arks  10,  20,  or  50  times  harder  or  longer 
an  you. 

Now,  how  can  we  help  each  other?  I  am 
lling  to  share  everything  I  have  learned  and 
low  that  would  help  and  guide  you  to 
hieve  your  own  financial  freedom  and 
dependence.  But  the  only  way  I  would  ever 
re  you  my  secrets,  methods  and  formulas  is 

I  benefit  also.  Because  as  you  will  find 
len  you  reach  your  ultimate  financial 
als,  you  really  don't  want  to  stop  there  but 
iu  are  motivated  to  go  and  make  more.  It 
sms  that  most  people  who  are  charging  for 
lancial  advice  have  studied  how  to  "do  it" 
it  have  never  actually  "done  it"  themselves. 
du  will  find  as  you  read  my  formulas,  that 
ice  I  have  actually  achieved  total  financial 
;edom  myself,  that  you  will  receive  from 
e  more  than  just  the  motivation  to  achieve 
>ur  own  financial  independence,  but  a 
Jrkable  step  by  step  plan  to  actually  do  it. 

You  may  have  seen  part  of  my  form- 
as  described  in  various  publications,  such  as 
e  November  edition  of  Nations  Business, 
ige  69.   This  work  is  entitled  How  To  Wake 

0  The  Financial  Genius  Inside  You.  The 
rious  formulas  contained  in  the  volume  will 
ow  you  exactly  how  you  can  do  each 
the  following: 

•  buy  income  properties  for  as 
little  as  $100  down. 

•  begin  without  any  cash. 

•  put  $10,000  cash  and  more  in 
your  pocket  each  time  you  buy 
(without  selling  property) 

•  compound  your  assets  at  100% 
yearly. 

•  legally  avoid  paying  federal  or 
state  income  taxes. 

•  buy  bargains  at  one-half  the 
market  value. 

If  you  apply  these  formulas  and  methods 
iu  will  find  in  a  very  short  time,  you  will  be 
le  to  spend  three  weeks  out  of  every  month 
ling  anything  you  care  to  do,  and  I  think,  at 
at  time,  you  will  find  as  I  have,  that  spend- 

1  several  weeks  on  the  beaches  of  Hawaii,  or 
i  the  ski  slopes  of  Colorado,  or  just  sight- 
eing  in  Europe,  or  any  other  place  in  the 
Kid,  you  begin  to  understand  what  real 
:edom  is  all  about. 


Most  people  think  that  it  would  be  im- 
possible to  do  some  of  the  things  listed  above. 
For  example,  to  buy  a  property,  and  at  the 
same  time  put  $10,000  (or  more)  cash  in  your 
pocket  without  selling  the  property,  or  to 
buy  a  property  with  little  or  no  cash  down. 

Believe  me,  it  is  possible  and  fairly  simple. 
This  is  exactly  how  most  wealthy  people 
actually  do  make  10,  20,  or  50  times  more 
money  than  you  do. 

These  formulas  of  mine  do  not  have 
to  be  used  with  income  properties  only. 
They  actualiy  can  be  applied  to  virtually 
any  asset. 

While  I  was  struggling  on  making  my  first 
million,  I  often  thought  how  nice  it  would  be 
to  have  the  personal  advice  and  counsel  from 
someone  like  Howard  Hughes  or  J.  Paul  Getty 
—  especially,  if  it  were  on  a  regular  basis  so 
I  could  make  changes  if  necessary. 

What  would  I  have  been  willing  to  pay  for 
this  service?  I  can  tell  you  one  thing  for  sure, 
it  would  have  been  a  lot  more  than  the 
$98.55  that  I'm  going  to  ask  you  to  invest  in 
your  financial  future. 

What  will  this  $98.55  actually  do  for 
you?  It  will  give  you  a  complete  step  by  step 
plan  that  you  can  follow  to  become  totally 
and  completely  financially  independent. 
Specifically  your  package  will  include  the 
volume  How  to  Wake  Up  the  Financial  Genius 
Inside  You,  and  a  year  subscription  to  How  to 
Master  Your  Financial  Destiny  -International 
Newsletter."  This  extraordinary  piece  which 
varies  from  25  to  50  pages  in  length,  filled 
with  sample  forms,  letters,  contracts,  and 
check  lists,  will  very  concisely  map  out  in  a 
very  easy  to  read  and  follow,  fashion  your 
financial  road  map. 

Please  try  to  understand  my  dilema. 
I'm  not  a  New  York  advertising  agency, 
with  all  their  professional  skill  and  manpower 
to  write  a  powerful  and  persuasive  ad  to 
convince  you  that  I  can  make  you  financially 
independent.  I  am  just  somebody  who  has 
actually  'done  it',  and  can  really  show  you 
how  to  'do  it'. 

What  would  you  do,  if  you  were  in  my 
shoes.  You  have  in  excess  of  $1,000,000  net 
worth,  you  have  a  desire  to  share  your  formu- 
la with  others,  because  you  not  only  have  a 
simple,  honest  and  workable  method  whereby 
others  too  can  enjoy  the  riches  of  this  land, 
but  you  also  want  to  benefit  and  make  money 
from  sharing  this  information,  so  you  can 
continue  to  grow  financially. 

I  think  you  might  do  what  I'm  doing  — 
that  is  to  write  a  simple  open  letter  to  the 
type  of  people  who  share  similiar  goals  as 
mine  asking  them  to  try  the  formulas  for 
themselves,  to  see  if  they  work  as  well  as  the 
claims  described.  Because,  I  know,  as  you 
would  know  if  you  were  in  my  shoes,  that  if  I 
can  just  convince  you  to  test  ray  formulas  and 
methods,  you  will  see  for  yourself  that  they 
will  work  as  easily  for  you  as  they  did  for  me. 

It's  really  quite  frustrating  to  have  some- 
thing so  valuable  as  I  know  I  have,  but  lack 
the  skill  to  convince  people  to  try  it  for 
themselves.  I  hope  by  my  simple,  direct 
approach,  I  can  convince  you  to  try  my 
formulas. 

It  seems  the  majority  of  the  people 
in  our  rich  country  lose,  not  because  they 
lack  intelligence,  or  even  willpower,  but 
because  of  procrastination,  or  lack  of  action 


Mark  O.  Haroldsen 
Millionaire  in  48  Months 

-  please  don't  be  like  the  masses.  Make  a 
decision  while  you  have  this  paper  in  your 
hands.  Make  a  decision  now  to  either  act  now 
and  send  for  my  material  or  immediate- 
ly round  file  this  paper.  If  your  decision  is  to 
subscribe,  do  it  now,  not  later.  Otherwise, 
you  may  lose,  just  by  default. 

To  order,  simply  take  any  size  paper, 
write  the  words  "Financial  Freedom  Pack- 
age", and  send  it  along  with  a  check  for 
$98.55  to  Mark  O.  Haroldsen,  Inc.,  Dept. 
E-732,  Tudor  Mansion  Bldg.,  4751  South 
Holladay  Blvd.,  Salt  Lake  City,  Utah  84117. 

If  you  send  for  my  materials  now,  I  will 
also  send  you  documents  that  will  show  you 
precisely  how  you  can  easily  borrow  from 
$20,000  to  $200,000  at  2%  above  the  prime 
rate  using  just  your  signature  as  collateral. 


Mark  O.  Haroldsen 

1-801-278-2604 


P.S.  If  you  are  still  somewhat  skeptical,  and 
believe  me,  when  I  started  out  I  certainly  was, 
because  of  the  many  people  in  the  world 
trying  to  deceive  others.  I  would  encourage 
you  to  postdate  your  check  by  30  days,  and  I 
promise  and  guarantee  that  it  will  not  be 
deposited  for  at  least  those  30  days,  and  if  for 
any  reason  you  do  not  think  that  what  I  have 
sent  you  lives  up,  in  every  aspect  to  what  I 
told  you  in  this  letter,  send  the  material  back, 
and  I  will  quickly,  without  question,  refund 
your  money  and  send  back  your  own  un- 
cashed  check  or  money  order.  Also,  if  you 
would  like  to  check  a  few  of  my  references,  I 
have  listed  some  below. 


Tracy  Collins  Bank  &  Trust,  4707  S. 
Holladay  Blvd.  Salt  Lake  City,  Utah,  Attn: 
Beverly  Smith,  Assistant  Manager. 

Charles  Huber,  CP. A.,  1850  Benefi- 
cial Life  Towers,  Salt  Lake  City,  Utah. 
801-531-8286. 
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How  Wall  Street 
gets  the  word. 


Words  have  always  traveled  fast  on  Wall 
Street.  It  was  that  way  100  years  ago  when 
"the  street"  called  on  Western  Union  to  help 
speed  market  news  to  cities  across  the  country. 

And  it's  true  today. 

An  exciting  example  is  the  high-speed 
communication  network  recently  installed 
by  Western  Union  at  E.  F.  Hutton,  now  the 
second  largest  publicly  held  brokerage  house. 

When  Hutton  set  out  to  find  a  faster,  more 
advanced  telecommunication  system  to  handle 
its  present  and  future  needs,  the  answer  came 
through  a  unique  combination  of  Western 
Union  resources. 

Western  Union  terminals. 

Western  Union  Data  Services,  one  of  our 
growing  family  of  high-technology  companies, 
turned  standard  video  terminals  into  custom- 
designed  brokerage  terminals.  The  terminals 
are  linked  through  the  nationwide  trans- 
mission facilities  of  The  Western  Union 
Telegraph  Company. 

Called  COMPASS,  the  E.  F.  Hutton  system 
enables  hundreds  of  terminals  to  communicate 
nstantly,  via  Hutton's  central  computer,  with 
my  other  Hutton  office.  And  with  all  major 
rtock,  option  and  commodity  exchanges. 

A  transaction  a  second. 

Result:  better,  faster  customer  service  at 
button's  181  offices.  Transmission  time  for  a 


For  more  than  100  years  Western  Union  has  provided 
communication  services  to  Wall  Street. 

buy  or  sell  order  is  now  less  than  a  second.  And 
on  Wall  Street  a  fraction  of  a  second  can  be  as 
valuable  as  a  fraction  of  a  point. 

Buy  and  sell  orders  aren't  the  only  things 
that  move  fast.  COMPASS  handles  market 
news,  quotations,  execution  reports,  interoffice 
messages,  even  computer-originated  data. 


Leading  the  way. 


The  Hutton  system  is  one  more  example 
of  how  Western  Union  is  a  leader  in  the 
communication  of  messages  and  data.  From 
Wall  Street  to  Main  Street. 

For  our  latest  annual  report,  please  write: 
Boyd  Humphrey,  Western  Union  Corporation, 
One  Lake  Street,  Upper 
Saddle  River,  N. J.  07458.        western  union 


Western  Union. 
The  fastest  way  to  get  the  word  around, 
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Trends  Picked,  Trends  Missed 


Forbes  is  not  a  newsmagazine. 
What,  then,  is  it?  The  editors  like 
to  think  we  are  producing  a  trend 
magazine,  trying,  that  is,  to  catch 
major  trends  and  bring  them  to  our 
readers'  attention  before  they  hit 
the  headlines  and  affect  our  read- 
ers' business  and  investments. 

We've  had  some  pretty  good 
winners  in  this  respect  lately.  In  the 
Feb.  15  cover  story,  Staff  Writer 
Jean  Briggs  (who  has  written  some 
very  fine  stuff  for  us  on  environ- 
mental issues)  reported  that  the 
automobile  industry  and  Congress 
were  eyeball  to  eyeball  over  pollu- 
tion standards  and  predicted  that 
Congress  would  probably  back 
down.  Two  months  later  a  New 
York  Times  headline  read:  '  Carter 
Asks  Delay  On  Auto  Fume  Rules." 

In  our  cover  story  last  issue  on 
Mexican  immigration,  Houston 
Bureau  Manager  James  Flanigan 
cut  through  the  cant  and  hypocrisy 
and  reported  that  Mexican  illegal 
aliens  were  vital  to  our  economy. 
Shortly  after,  President  Carter  an- 
nounced he  was  planning  a  new 
immigration  policy  that  would  in- 
clude amnesty  for  hundreds  of 
thousands  living  illegally  in  the 
U.S.,  most  of  them  Mexicans. 

Our  favorite  case  of  trend-spot- 
ting was  in  the  autumn  of  1974. 
The  stock  market  was  crashing  all 
around  us.  The  doomsayers  were 
predicting  the  Dow  Jones  industrial 
average  would  drop  to  250  and 
that  gold  would  soar  to  $400  an 
ounce.  From  Forbes  came  two 
clear  notes  of  optimism  and  cheer. 
In  our  Oct.  15  issue,  Morgan  Guar- 
anty money  manager  Carl  Hatha- 
way predicted  that  the  market, 
which  had  dropped  nearly  500 
points  on  the  DJI,  was  at  or  near 
its  bottom.  We  followed  up  in  the 
next  issue  by  interviewing  Warren 
Buffett,  the  quiet  genius  from  Den- 
ver, who  told  us  there  were  so 
many  bargains  around  that  he  felt 
"like  an  oversexed  man  in  a  harem." 
Our  timing  couldn't  have  been  bet- 
ter. After  dropping  a  bit  more,  the 
market  turned  around  and  ran  up 
300  points  in  what  may  well  have 
been  the  most  powerful  rally  in 
stock  market  history. 

Well,  we  are  trend-picking  again 
in  this  issue,  but  less  cheerfully, 
with  Executive  Editor  James  Cook's 
cover  story  predicting  that  the  Ca- 


ribbean will  be  a  major  trouble 
area  for  the  U.S.  in  coming  years— 
and  we  had  better  learn  to  live  with 
the  situation.  It's  a  trend  we'd  just 
as  soon  be  wrong  on,  but  we  don't 
think  we  will  be.  The  story  begins 
on  page  32. 

Speaking  about  being  wrong,  we 
did  miscall  a  recent  one.  In  the 
Sept.  15,  1976  issue  we  trumpeted 
"The  Coming  Explosion  In  Capital 
Spending."  That  explosion  fizzled— 
and  one  reason  it  fizzled,  as  we  ex- 
plain on  page  25,  is  that  many 
companies  are  finding  it  cheaper  to 
acquire  existing  assets  by  tender  of- 
fers than  by  building  new  plant 
and  equipment  from  scratch. 


'/// 


Blustein:  Poking  in  the  wreckage. 

We  look  for  significant  trends. 
We  also  follow  interesting  tangents. 
At  an  editorial  conference,  Reporter 
Paul  Blustein  suggested  a  story  on 
a  little  company  with  a  net  worth 
of  only  $100,000  that  had  just 
used  its  tax  shelter  to  make  a  $16- 
million  acquisition.  "If  tax  losses 
are  that  valuable,"  Editor  James 
Michaels  wondered  out  loud,  "what 
about  Penn  Central's?  Its  tax  loss 
must  be  big  enough  to  shelter  Gen- 
eral Motors."  Blustein  began  pok- 
ing around  in  the  wreck  of  Penn 
Central  and  found  that,  thanks  to 
a  giant  tax  shelter  and  some  sal- 
vageable assets,  Penn  Central  could 
become  a  big,  viable  business 
again.  The  story  is  on  page  50.  ■ 
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NO  OTHER 
BUSINESS  CALCULATOR 
CAN  MAKE  THIS 
STATEMENT. 
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The  Olivetti  Logos  75B 
is  the  beginning  of  a  new 
generation  of  calculators  for 
businessmen  and  accountants. 
With  automatic  functions 
that  have  never  been  available 
before  at  anywhere  near 
this  price. 

For  instance:  when 
you're  working  to  both  hori- 
zontal and  vertical  totals,  like 
a  journal  sheet  (also  known  as 
crossfooting— CF),  the  Logos 
75B  has  the  ability  to  auto- 
matically accumulate  up  to  48 
downtotals  as  a  by-product  of 
the  horizontal  computation. 

When  you're  adding  fig- 
ures to  a  total,  finding  what 
percentage  each  amount  is  of 
that  total  and  then  allocating 
an  expense,  like  rent,  to  each 
department  (better  known  as 
proration  —  PRO — and  alloca- 
tion), the  Logos  75B  does  it  for 
you  automatically  for  up  to 
52  categories. 

And  when  you  want 
amounts,  like  sales  tickets, 
added  to  separate  categories, 
like  departments  or  products, 
and  you  want  to  find  the  total 
amount  per  category7,  what 
rcent  that  amount  is  of  the  total,  and  the  number  of 
tries  in  each  category  (distribution  —  DIST  —  for 
ort),  the  Logos  75B  again  does  it  all  automatically, 
id  it  handles  up  to  52  categories  at  random. 

The  Logos  75B  is  the  first  business  calculator 
at  automatically  performs  proration,  distribution 
d  crossfooting  and  has  the  ability  to  automatically 
mpare  each  column  to  the  next,  or  any  specific 


IOMATIC  CROSSFOOTING, 
TOMATIC  PRORATION,  AND 
TOMATIC  DISTRIBUTION, 
■  STATEMENTS  NO  OTHER 
.CULATOR  CAN  MAKE. 


column,  to  determine  percentages  and  amount  and 
percent  of  increase  or  decrease  with  a  printed  record 
of  every  step  in  the  calculations. 

And  the  Logos  75B  provides  these  extraordinary 
functions  at  an  extraordinary  price  of  only  $398.  If 
you're  already  sold,  just  enclose  a  check  or  money 
order.  And,  of  course,  we'd  be  happy  to  demonstrate 
the  Logos  75B  on  some  of  your  own  work.  Please  fill 
in  the  coupon  below  and  we'll  take  it  from  there. 


Olivetti  Corporation  of  America 
500  Park  Avenue,  New  York,  N.Y.  10022 
Attn:  Business  Products  Division 

— -Enclosed  is  my  check  or  money  order 

for  Logos  75B  @  $398.00  plus  any 

applicable  state  and  local  taxes.  (No  shipping  or 
handling  charge.) 

 Please  arrange  for  a  demonstration. 

Name  


Title 


Company- 


Address 
City  


State - 


Zip 


Olivetti 


Everybody  says  if s 
a  great  opportunity. 

But  nobody's  willing  to  make 
the  kind  of  leasing 
commitment  you  need. 

We'll  find  away. 

We  thrive  on  solving  big,  tough,  unusual  tions  that  are  totally  unique  to  leasing, 

problems.  Even  when  money  is  tight.  We  People  who  will  get  back  fast  with  the 

don't  believe  in  last-minute  surprises.  answers  you  need. 
We  do  believe  in  standing  by  every  commit-        We've  made  leasing  commitments  all 

ment  we  make.  over  the  world.  For  everything  from  power 

We've  got  people  who  can  analyze  oppor-  plants  to  printing  presses.  We  recognize 

tunities  and  structure  all  forms  of  equipment  opportunity.  We  know  what  it  takes  to  make 

leasing.  People  who  can  deal  with  the  it  reality.  Call  the  leasing  people  at 

complex  legal,  accounting,  and  tax  considera-  Continental.  312/828-7163.  We'll  find  a  way. 


Gfc  CONTINENTAL  BANK 

231  SOUTH  LA  SALLE  STREET,  CHICAGO,  IL  60693 
Subsidiary  of  the  Worldwide  Continental  Illinois  Corporation  •  New  York,  Cleveland,  Houston,  Los  Angeles 


Trends  &  Tangents 


Foreign 


Zaire  As  Risk 

With  Angolan-Katangan  Marxists 
battling  Zaire  President  Mobutu's  loy- 
alist troops  over  Zaire's  Shaba  Prov- 
ince, and  President  Carter  Limiting 
U.S.  involvement  to  $13  million  in 
"nonlethal"  aid,  you'd  think  Wall 
Street  bank  stock  analysts  would  have 
the  shakes.  After  all,  American  banks 
have  financed  a  hunk  of  Zaire's  cop- 
per industry,  and  what  copper  Zaire 
has  is  in  Shaba.  But  Zaire  is  getting 
one  big  yawn  on  Wall  Street.  The 
reason:  U.S.  banks'  gross  exposure  in 
the  country  is  only  about  $200  mil- 
lion, net  exposure  probably  less  than 
$150  million.  And  the  risk  is  well 
spread.  Citibank,  one  of  Zaire's  big 
creditors,  is  probably  on  the  hook  for 
less  than  $25  million.  Says  Oppen- 
heimer  &  Co.'s  bank  analyst  Mark 
Biderman:  "Zaire  could  vanish  from 
the  face  of  the  earth,  and  it  would  be 
less  of  a  problem  than  W.T.  Grant." 

Red  Sets  From  China 

Could  it  be  that  in  a  few  years 
Americans  will  be  watching  the  six 
o'clock  news  on  color  TV  sets  from 
Red  China?  Barry  Richman,  professor 
of  management  and  international 
business  at  the  University  of  Califor- 
nia, Los  Angeles,  thinks  so.  For  the 
past  ten  years  China  has  been  pro- 
ducing sets  for  internal  use,  and  in  the 
last  few  expressed  interest  in  export. 
The  Chinese  certainly  do  not  lack  for 
labor,  and  they  have  the  knowhow  to 
make  sets  of  quality  comparable  to 
any  now  on  the  market.  What  they 
lack  is  marketing  savvy.  They  could 
get  this,  Richman  suggests,  through 
a  hookup  with  an  American  or  Jap- 
anese marketer— just  as  the  Japanese 
did  when  they  first  entered  the  mar- 
ket. Tariffs  could  be  a  vanishing  bar- 
rier, if  the  U.S.  government  grants 
China  most-favored-nation  status,  as 
many  expect  next  year. 


Business 


Making  Air  Waves 

Since  early  March  four  New  York 
radio  stations  have  been  airing  eye- 
brow-raising advertisements  for  pa- 
permaker  Great  Northern  Nekoosa. 
An  announcer,  against  background 
sounds  of  the  New  York  Stock  Ex- 
change, pitches  Great  Northern's 
stock:  its  history  of  earnings  per  share, 
its  return  on   equity,  its  record  of 


stock  splits.  Although  corporate  ad- 
vertising is  not  new  on  the  airwaves, 
no  company  has  so  openly  touted  its 
stock.  A  New  \ork-based  Securities 
&  Exchange  Commission  attorney  says 
he  believes  GNN  may  be  "skating  on 
thin  ice."  But  in  Washington— where 
the  ad  has  not  been  heard— the  posi- 
tion is  different.  "As  long  as  they  are 
not  making  an  outlandish  claim  for 
the  future  of  the  stock  and  they  don't 
file  a  registration  statement  in  the 
near  future,"  says  William  Wood,  as- 
sociate director  of  the  SEC's  corpo- 
rate finance  division,  "I  don't  think 
they  are  breaking  any  rules." 

South  For  The  Winter 

The  growing  part-time  work  force 
(  Forbes,  Mar.  1 )  also  includes  some 
highly  skilled  engineers.  Who  hires 
them?  Among  others,  companies  that 
need  to  meet  a  deadline,  aid  a  mar- 
keting effort  or  replace  someone  on 
vacation.  Some  of  these  well-paid 
part-timers,  says  President  Frederick 
R.  Einsidler  of  Butler  International, 
are  college  professors  delighted  to  get 
freelance  work,  others  just  don't 
want  to  be  tied  full  time  to  a  dull  job. 
Some  prefer  to  work  up  North  in  the 
summer  and  in  the  Sun  Belt  in  win- 
ter. Butler  Technical  Services  has 
1,000  such  engineers  working  on  cli- 
ent projects,  with  billings  expected  to 
reach  $22  million  this  year  and  $35 
million  by  1979.  Buder  expects  to 
make  out  fine,  too,  with  profits  pro- 
jected at  $1.1  million  in  1977  and 
$2.1  million  for  1979. 

Mom,  The  Home  And  Banana  Pie 

Despite  the  mythological  impor- 
tance of  the  apple  in  American  cul- 
ture, the  banana  has  gained  the  upper 
hand  in  U.S.  fruit  consumption  pat- 
terns. According  to  Castle  &  Cooke— 
the  largest  supplier  of  bananas  to  the 
U.S.— 98%  of  American  families  buy 
bananas,  with  each  man,  woman  and 
child  eating  an  average  of  19  pounds 
per  year.  When  C&C  bought  into 
Standard  Fruit  in  1964,  bananas  had 
just  replaced  oranges  as  America's 
number  two  fruit.  The  next  year  ba- 
nanas toppled  apples,  and  have  re- 
mained in  first  place  ever  since.  This 
year  C&C's  Dole  bananas  may  add  an 
extra  fillip  to  the  company's  earnings. 
Since  the  Florida  freeze  and  western 
drought  hiked  produce  prices,  ba- 
nana producers  found  consumers  will- 
ing to  pay  nearly  double  last  year's 
banana  prices  and  still  consider  them 
a  value.  ■ 


SPRAY  YOUR  OWN  ROOFS 


WHAT'S  SO  GOOD  ABOUT 
OUR  ROOF  SPRAY  SYSTEM? 

1.  ECONOMY.  The  Randustrial®  Roof  Spray 
Process  can  save  you  up  to  50%  on  labor 
costs— because  your  own  men  do  all  the 
work.  We  loan  you  the  equipment  FREE 
OF  CHARGE. 

2.  CONVENIENCE.  You  decide  when  the 
work  is  to  be  done.  We  instruct  your  men 
on  the  use  of  the  equipment  and  proper 
roofing  procedures. 

3.  EFFECTIVENESS.  Simply  patching  and 
spraying  your  roofs  once  every  3  to  5  years 
with  Randustrial  ®'s  quality  roofing  mate- 
rials prolongs  roof  life  and  saves  replace- 
ment costs. 


Randustria I .  Co rp  oration 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave  /Cleveland,  Ohio  44120 
(216)  283  -0300 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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GOOD  NEWS  FOR  AMERICAN  BUSINESS: 


Today's  young  men  are  not 

only  brand  loyal. 
They're  also  branddisloyal. 


BRIAN  LEWIS,  PRESIDENT,  CRAIG  PHILLIPS.  INC..  EXECUTIVE  RECRUITERS 

Contradictory?  It  may  seem  that  way. 
Today's  under-35  young  man  entered 
adulthood  during  the  turmoil  of  the  60's. 
He's  maturing  amid  the  uncertainty 
of  the  70's. 


Out  of  all  this  he's  developed  a  lifestyle  c 
the  times  quite  unlike  any  we've  ever 
known  before. 

First,  it's  a  lifestyle  of  fierce  loyalty.  To 
himself.  And  to  any  product  that  helps  h 
to  be  himself.  Second,  it's  a  lifestyle  of 
growth  and  expansion  and  exploration. 

Which  means  he's  wide  open  to  new 
products,  new  ideas,  new  anything  that 
will  add  dimension  to  his  life.  And 
committed  to  the  best,  new  or  old. 

Example.  Take  another  look  at  the 
photograph.  That's  the  revolutionary, 
huge-headed  Prince  racket  Brian  Lewis 
was  testing.  Did  he  buy  it?  As  of  this 
writing,  he's  thinking  hard  about  it.  And 
about  a  more  conventional  Bancroft,  toe 

He's  an  exciting  market.  And  a  big  one. 
With  a  collective  annual  income  of  $241 
billion. 

His  apparent  contradictions  have  a 
message  for  you. 

LISTEN .  THEY'RE  TRYING  TO  TELL  YOU 
SOMETHING. 

"I  buy  according  to  how  I  live,  and  that's  r 
necessarily  according  to  what  I  can  affor 

"No,  I'm  not  going  to  keep  using  that 
product  if  it's  screwing  up  the 
environment.  I'll  find  something  else." 


here  are  some  $10,000  cars  I  wouldn't 
y  $4000  for.  But  there's  one  $4000  car 
I  be  willing  to  pay  $10,000  for.  In  other 
Drds,  if  it's  wrong,  I  don't  think  the  price 
n  be  right.  And  if  it's  right,  I  don't  think 
e  price  can  be  wrong." 

y  father,  bless  him.  Every  day  of  his  life, 
e  same  soap,  the  same  shaving  cream, 
e  same  kind  of  shoes,  the  same 
wspaper,  the  same  house,  the  same 
:>...." 

DO  YOU  HEAR  WHAT  WE  HEAR? 

e  hear  young  male  voices  telling  us  to 
rget  the  way  it  was  because  it  isn't  that 
ay  anymore. 

ley  buy  what  they  want  and  to  hell  with 
e  Joneses.  It's  now  according  to  personal 
eferences,  not  other  people's  standards. 

ley  buy  what  they  want  and  to  hell  with 
e  general  economy,  too.  These 
:reasingly  successful,  fast-rising, 
nfident  young  men  don't  see  their 
ecific  personal  economy  affected  by  the 
ry  unspecific  general  economy. 

3  value  (as  they  personally  perceive 
lue),  not  price.  Which  means  $1000  is 
I  too  much,  but  $100  might  be.  Which 
io  means  they're  much  more  apt  to  buy 
ngs  that  can  be  repaired  rather  than 


things  that  have  to  be  thrown  away. 

WILL  THEY  LISTEN  TO  YOU? 

We  talk  to  these  young  men  every  day. 
And  what  they're  telling  us  should  be  most 
encouraging  to  you. 

In  their  endeavors  to  enrich  their  lives 
they're  perfectly  willing  to  hold  to  the  tried 
and  true— if  you  keep  them  reassured  that 
they  can't  do  better.  (These  confident 
young  men  won't  change  for  the  sake  of 
change.  That's  for  losers.) 

But,  to  re-emphasize,  show  them 
something  new  that  grabs  them  and  you 
can't  hold  them  back. 

They  won't  be  conned.  But  they  want  to 
be  sold.  Told  first,  then  sold.  They  want  to 
know  all  there  is  to  know  about  a  product. 
So  they  shop  and  read  and  compare  and 
then,  if  they're  satisfied,  they're  sold. 

They're  worth  your  effort.  They're  the 
most  vibrant  group  of  prospects  American 
business  has  been  blessed  with  since  the 
post-World  War  II  boom. 

And  you  can  reach  more  of  this  market  in 
PLAYBOY  than  in  any  other  men's 
magazine,  newsweekly  or  sportsweekly. 

Because  we  reach  13, 621,000  men  every 
month. 

You  could  say  we  are  the  market. 


The  Playboy  reader.  His  lust  is  for  life. 


Audience  data:  TGI,  Fall  1976.  ©1977,  Playboy. 


'Almost  two-thirds 
of  Amfac's 
1976  earnings  came 
from  two  groups 
developed  since 
1968 -Food  and 
Hospitality.  This 
is  highly  significant 
to  the  company's 
future." 

Henry  A.  Walker,  Jr. 
Chairman  and  Chief 
Executive  Officer 


Financial  Highlights 

(000) 

Increase 

 1976  1975  (Decrease) 


Reve- 
nues   $1,251,088  $1,133,817  10% 

Net 

Income         19.139        20.089  (5) 

Primary 

Earnings 

per 

share  1.55  1.70  (9) 


The  deliberate  shift  away  from  an 
almost  total  reliance  on  sugar  was 
the  key  to  profitability  in  1976. 
While  total  earnings  were  below 
1975  as  a  result  of  plummeting 
sugar  prices,  the  five  non-sugar 
operating  groups  increased  their 
combined  contribution  to  earnings 
by  18  percent  over  1975. 

Capital  expenditures  in  1977  are 
expected  to  total  about  $52  million, 
half  of  which  is  earmarked  for  the 
Food  and  Hospitality  Groups.  In  the 
future,  Amfac  expects  these  two 
groups  to  receive  most  of  the 
capital  expenditures. 

For  additional  information  about 
this  balanced  consumer  service 
company,  write: 

Amfac,  inc. 

Department  102 
P.O.  Box  3230 
Honolulu,  Hawaii  96801 
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Readers  Say 


Get  Off  Amtrak's  Back 

Sir:  Re  "Get  Amtrak  Oft  The 
Track"  (Fact  and  Comment,  Apr.  1). 
For  years  America  let  its  railway  sys- 
tem deteriorate.  Finally  the  federal 
government  and  a  few  courageous 
people  are  willing  to  rebuild  Ameri- 
can railroads  to  a  point  where  they 
can  offer  attractive  service  in  new 
equipment  with  decent  schedules.  Be- 
fore we  run  Amtrak  oft  the  track,  it 
deserves  the  opportunity  to  carry  on 
this  program.  What  took  years  to  tear 
down  can't  be  rebuilt  in  a  year. 

— G.F.  Richards 
Chairman  and  CEO, 
The  Budd  Co. 
Trotj,  Mich. 

Sir:  You  cite  that  Amtrak  "runs  on 
average  less  than  half-full  trains."  Is 
that  always  a  bad  thing?  Most  busi- 
nesses use  their  expensive  properties 
only  eight  or  so  hours  per  day.  Our 
schools,  churches,  homes  and  govern- 
ment buildings  are  "on  average  less 
than  half  full."  The  automobile  "runs 
on  average  less  than  half  full."  Run- 
ning half  full  is  not  as  bad  as  many 
other  factors  can  be.  We  get  in  more 
trouble  when  people  have  to  stand. 

—Edwin  E.  Edel 
Vice  President  Public  Affairs, 
National  Railroad  Passenger  Corp. 

Washington,  D.C. 

Sir:  In  fiscal  1976  the  federal 
highway  outlays  totaled  $5.2  billion, 
air  transportation  $3  billion,  mass 
transit  $2.1  billion  and  rail  transporta- 
tion only  $700  million. 

— Joel  K.  Zoeffel 
Newport  Neivs,  Va. 

Sir:  Rails  are  the  most  economical 
mode  of  transportation  when  com- 
puted in  units  of  energy. 

—Edgar  L.  Metzger 
Kirkwood,  Mo. 

Editor's  Note:  Not  always  true.  A 
small  car  is  more  fuel  efficient  per 
passenger  mile  than  are  many  rail 
transit  systems. 


No  Excuses 

Sir:  In  my  opinion,  your  article  ex- 
cuses the  large  accounting  firms 
(Mar.  1)  for  the  mistakes  they  made 
because  "the  accounting  profession's 
rules  clearly  failed  to  deal  with  earn- 
ings manipulation  and  corporate  han- 
ky-panky." The  profession  has  always 
had  such  rules.  The  problem  is  "buck- 
ling" under  to  clients'  wishes.  A  cur- 


rent example:  The  FASB  is  consid- 
ering adopting  a  rule  that  would  al- 
low banks  to  spread  losses  that  result 
from  restructured  debt  over  the  fu- 
ture instead  of  recognizing  the  loss  at 
the  time  that  the  restructuring  trans- 
action occurs.  The  big  banks  are  put- 
ting pressure  on  the  FASB  for  adop- 
tion of  this  rule,  and  the  large  firms 
that  represent  the  large  banks  ap- 
parently are  not  fighting  the  proposal. 
If  a  loss  is  transacted,  it  must  be  rec- 
ognized immediately.  You  say  it  "also 
takes  a  big  firm  to  be  able  to  stand 
up  to  corporations.  ..."  A  big  firm 
is  not  a  matter  of  size,  but  one  that 
will  not  allow  its  clients  to  make 
mistakes. 

—Donald  P.  Zima 
Managing  Partner, 
May,  Zima  b-  Co. 
Certified  Public  Accountants 
Daytona  Beach,  Fla. 


Saving  Through  Self-Insuring 

Sir:  One  of  the  major  factors  con- 
tributing to  the  failure  of  the  munici- 
pal liability  insurance  market  (Mar. 
15)  is  the  cities  themselves,  which 
get  themselves  into  high-risk  situa- 
tions without  properly  pondering  the 
perils  that  may  accrue.  Underwriters 
never  really  knew  what  they  were  in- 
suring. San  Diego  has  self-insured  and 
self-administered  just  about  all  our 
risks  and  has  implemented  a  full  ser- 
vice risk-management  program.  By 
"doing  our  own  thing"  we  will  save 
$4.8  million  this  fiscal  year. 

-Robert  G.  Walters 
Risk  Manager, 
Claims  and  Ins.  Division 
City  of  San  Diego 
San  Diego,  Calif. 


Beautiful 

Sir:  Re  "Naming  Bob  Strauss 
Could  Be  Beautiful"  (Fact  and  Com- 
ment, Apr.  1 ) .  I  hope  to  be  as  beauti- 
ful as  ever— and  I  hope  to  always 
merit  your  respect. 

—Robert  S.  Strauss 
Special  Representative  for 
Trade  Negotiations, 
Washington,  D.C. 


Blue  Cross  Defends  Itself 

Sir:  You  claim  business  is  disen- 
chanted with  Blue  Cross  (Mar.  J). 
Nine  of  the  ten  largest  corporations 
have  chosen  us  to  cover  all  or  some  of 
their  employees.  Referring  to  the  total 
Blue  Cross  deficit  of  $455  million  in 
1975,  you  pejoratively  state  that  after 
the  first  nine  months  of  1976  our  or- 
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Now  you  know! 


Allstate  has 
money>saving  Auto, 

Boat  and  RV  loans. 


And  you  don't  have  to  own 
Allstate  insurance  to  qualify. 


We've  got  money  to  lend  for  cars,  boats 
andRV's. 

Trouble  is,  most  people  don't  think  of 
Allstate  when  it  comes  to  Financing. 

Why  the  money-saving  rates? 

We  figure  you'll  think  of  us  because 
usually  we  offer  you  better  interest  rates 
than  you  can  find  elsewhere. 

And  you  don't  have  to  own  Allstate 
insurance  to  qualify. 


Just  locate  the  car,  boat  or  RV  you 
want.  Find  out  how  much  money  you'll 
need.  In  most  cases  we  approve 
application  in  three  hours  or  less. 

Call  Allstate. 

All  it  takes  is  a  call  or  visit  to  your 
Allstate  agent 
Soon? 


/instate 

AUTO  FINANCE 


Allstate  Enterprises,  Inc.  and  Subsidiaries,  Northbrook,  111.  Not  available  in  New  York. 


A  golf  shoe  that  can't  be  tied. 

\  slim  Velcro  closure  lets  you  securely  wear  this  handsome  new  shoe 
from  our  1977  golf  shoe  collection.  Shown  here  in  antique  tan 
call  ,  leather  lined  w  ith  foam  cushion  innersole  in  our  flexible, 
lightweight  construction.  Also  in  black  and  white  or 
all  white  washable  calf.  At  your  golf  professionals  shop. 

fOOt  Joy@  0  Golf  Shoes 

F<x«-Joy.  Inc..  Brtvkton.  Mass.  02403 


Get  to  know  Conrac... 


before  the  CB  bug  bites 


It's  a  good  idea  to  get  to  know  Conrac.  Our  complete  line  of 
Turner  microphones  and  antennas  will  help  you  get  the  best  pos- 
sible power  and  range  out  of  your  mobile  or  base  CB  set.  Citi- 
zens' band  radio  is  only  one  of  the  growing  communications 
industries  where  Conrac  is  a  basic  manufacturer  and  marketer. 
If  you  know  an  old  CB  hand,  ask  him.  He  knows  us  well . .  .and  the 
better  you  know  us,  the  better  you'll  like  what  we  can  do  for  you. 


CONRAC 


Write:  Conrac  Corporation,  330  Madison  Avenue,  New  York,  N  Y.  1001 7. 
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ganization  "was  already  $115  million 
in  the  hole."  Wouldn't  it  have  been 
fairer  to  cite  the  cutting  of  our  deficit 
by  $340  million?  This  trend  of  im- 
provement is  continuing.  You  imply 
that  the  efficiency  of  the  Blue  Cross 
organization  is  apparently  decreasing 
because  its  costs  rose  from  4.6  cents 
per  claims  dollar  in  1965  to  6.2  cents 
per  claims  dollar  in  1975,  in  spite  of 
a  yearly  fourfold  increase  in  premiums 
revenue.  But  during  the  past  decade, 
we  have  been  returning  to  our  sub- 
scribers an  increasingly  larger  portion 
of  their  premiums  in  the  form  of  more 
benefits.  In  contrast  to  the  6.2  cents 
per  dollar  operating  expense  of  the 
Blue  Cross  plans,  that  of  the  commer- 
cial carriers  averages  21  cents. 

—Walter  J.  McNerneyi 
President, 

Blue  Cross  Association 
Chicago,  III. 

Editor's  Note:  Our  point  about 
growing  customer  disenchantment  can 
be  seen  in  the  fact  that  over  the  past 
two  decades,  private  insurers  have 
grown  at  a  faster  rate  than  Blue 
Cross.  Mr.  McNerney  is  entitled  to 
feel  that  Blue  Cross'  financial  posi- 
tion is  improving.  Our  point  was  that 
it  is  still  losing  money  while  only  a 
few  years  ago,  it  was  running  large 
surpluses.  As  for  Mr.  McNerney's  con- 
tention about  comparative  operating 
expenses,  the  article  was  not  meant  as 
a  defense  of  commercial  insurers.  Our 
question  remains:  How  can  Blue  Cross 
administer  a  national  health  plan 
when  it  is  having  trouble  administer- 
ing its  current  plans? 

Eye  Opening 

Sir:  Your  unnamed  source  for  the 
crack  about  NYU  ("I'd  have  been 
better  off  spending  my  evenings  chas- 
ing women")  in  your  MBA  story 
(Mar.  1)  must  have  gone  through 
here  blind:  32%  of  our  enrollment  is 
female,  double  the  business  school 
average.  Beaders  of  MBA  magazine 
rated  NYU  third  nationally  for  em- 
ployment value  of  its  degree. 

-William  R.  Dill 
Dean,\ 

Graduate  School  of  Business  Adm. 

New  York  University 
New  York,  N.Y. 

Wrong  Thing  Moved 

Sir:  The  Company  Index  was  most 
useful  in  front  of  the  magazine,  li 
something  had  to  be  moved  back, 
Fact  and  Comment  might  be  suitable. 

—Joseph  L.  Polya 
Jenkintown,  Pa. 
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f  you  just  think 
nergy  when  you 
hink  Cities  Service . 


ERGY  is  still  a  major  interest  in  our  $4-billion  natural 
)urce  company.  This  year  approximately  809r  of  our  capital 
estment  will  be  devoted  to  energy  development  in  North 
jerica  and  in  17  other  countries. 

But  our  18.000  people  are  also  involved  in  a  broad  range 
•ther  highly  diversified  efforts.  We  find,  produce  or 
nufacture  energy,  chemical  and  metal  products  of  a  wide 
liety. 

From  plastics,  copper,  industrial  chemicals,  fuels  and 
x>n  black.  To  wire  and  cable,  natural  gas,  iron  oxides  and  a 
it  of  other  products. 

So  when  you  think  of  Cities  Service  as  an  energy  company, 
I  should  also  think  of  us  as  a  chemicals  and  metals  company, 
I  aged  in  a  constant  effort  to  discover  and  produce  new 
jral  resources.  Resources  we  need  more  and  more  for  a 
•'-sufficient  America. 

For  a  copy  of  our  Annual  Report,  write  Cities  Service  Co., 
nual  Report,  Box  300,  Tulsa,  Oklahoma  74102. 


Take  a  closer  look  at  us.  There's  a  lot  to  see. 

ITIES  SERVICE  COMPANY 

right  1977  Cities  Service  Company.  ^Registered  Trademarks  of  Cities  Service  Company. 


CITGO 


think  again 

IRON  OXIDES  Our  Columbian  division's 
synthetic  iron  oxides  are  used  as  color 
pigments  for  paints,  building  materials, 
plastics,  paper  and  cosmetics. 


and  again 

COPPER  Chester  Cable  is  one  of  the 
leaders  in  the  field  of  wire  and  cable,  used 
in  everything  from  television  and  stereos 
to  computers  and  space  flight. 


and  again 

CONVENIENCE  FOODS  We  re  major 
innovators  in  this  growing  marketing  field 
with  our  CITGO  Quik  Mart  operation  for 
one-stop  convenience  shopping. 


THE  ENERGY,  CHEMICALS, 
METALS  COMPANY 


we  convinced 
in  a  bus  termi 


To  serve  hamburgers,  french  fries  and  other 
good  things  to  eat.  So  now,  as  a  result  of  an 
agreement  between  one  of  our  companies, 
Greyhound  Food  Management,  and 
Burger  King  Corporation,  there's  a  thriving 
Burger  King®  franchise  in  our  Philadelphia 
terminal. 

Based  on  the  tremendous  success  of  the 
Philadelphia  Burger  King,  we're  making 
plans  to  convert  many  of  the  food  service 
operations  in  our  terminals.  We're  also 
changing  menus  in  our  own  Post  House 
Restaurants  in  order  to  feature  local 
specialties  (like  grits  and  greens  in  the 
South).  It  stands  to  reason  that 
America's  favorite  bus  company 
should  have  America's  favorite  foods. 

Food  Management— one  of  the  many 
ways  we're  meeting  people's  needs. 


Burger  King  and  "Have  It  Your  Way"  are  registered  trademarks  of  Burger  King  Corporation 


KEY  SUBSIDIARIES 

OF  THE  GREYHOUND  CORPORATION 


Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 
Coaches 

American  Sightseeing  Tours  of  Miami 

Atlanta  Airport  Transportation 

Brewster  Transport 

California  Parlor  Car  Tours 

Carey  Transportation 

Gray  Line  of  New  York 

Gray  Line  of  San  Francisco 

Greyhound  Airport  Services 

Greyhound  World  Tours 

Loyal  Travel  Service 

Motor  Coach  Industries 

New  Mexico  Transportation 

Red  Top  Sedan  Service 

Royal  Hawaiian  Transportation 

Transportation  Manufacturing 

Corporation 
Universal  Coach  Parts 
Vermont  Transit 
Walters  Transit 

LEASING— FINANCING— COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Computer  Corporation 

CONSUMER  PRODUCTS 
AND  PHARMACEUTICALS 
Armour-Dial 
Armour  International 
Armour  Pharmaceutical 
Malina  Company 

Armour  Food  Company 


Faber  Enterprises 
Greyhound  Food  Management 
Post  Houses 
Prophet  Foods 
Restaura 

SERVICES" 

Aircraft  Service  International 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
Greyhound  Exposition  Services 
Greyhound  Rent-a-Car 
Greyhound  Support  Services 
Greyhound  Temporary  Personnel 
Nassau  Air  Dispatch 
Pine  Top  Insurance 
Research  Information  Center 
Travelers  Express 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


The  Peugeot  604  gives  you  the 
engineering  of  a  Mercedes-Benz, 
the  handling  of  a  BMW, 
the  elegance  of  a  Jaguar,  and  a 
level  of  comfort  superior  to 
all  of  them. 


It's  one  thing  to  build  a  car  in  a 
class  with  three  of  the  world's  most 
sophisticated  sedans.  It's  quite  an- 
other to  build  a  car  that  in  any  way 
achieves  superiority  over  them. 

In  building  the  Peugeot  604, 
however,  we've  done  precisely  that. 

Like  the  Mercedes  280  E,  it  has 
fully  independent  suspension,  a  re- 
sponsive six-cylinder  engine  (ours 
is  a  V-6),  a  unitized  body  with  thou- 
sands of  welds,  impact-absorbing 
crush  zones  front  and  rear,  anatom- 
ically designed  seats, 
and  meticulous  atten- 
tion to  detail. 

Like  the  BMW 


530  i,  it  has  power-assisted  rack 
and  pinion  steering,  four-wheel 
power  disc  brakes,  stabilizer  bars, 
McPherson  struts,  and  a  head-spin- 
ning  ability  to  make  tight  turns. 

Like  the  Jaguar  XJ6L,  it  has 
elegant  styling  (ours  is  by  Pininfar- 
ina),  air  conditioning,  AM/FM 
stereo,  power  windows,  and  fully- 
reclining  seats  (we  also  offer  an 
electric  sunroof  and  genuine 
leather  upholstery). 

But  unlike  all  of  them,  the 


Peugeot  604  has  been  engineere< 
for  a  superior  level  of  comfort.  Witl 
oversized  shock  absorbers  pat 
ented  by  Peugeot.  With  large  coi 
springs  and  long  vertical  whee 
travel  to  keep  the  car  from  prac 
tically  ever  bottoming  out. 

With  a  "floating"  differentia 
and  a  steel  torque  tube  enclosing 
the  drive  shaft  to  reduce  noise  an< 
vibration— a  major  source  of  pas 
senger  fatigue.  And  with  seats  tha 
are  tuned  to  the  suspension. 

All  these  components  havi 
been  engineered  to  work  in  har 
mony,  so  the  car  is  obviously  com 
fortable  when  you  first  ride  in  il 
And  incredibly  comfortable  whei 
you've  been  riding  in  it  all  day. 

But  comfort  isn't  the  only  thin< 
separating  the  604  from  its  compe 
tition.  There's  also  its  suggeste» 
retail  price,  which  starts  at  aroum 
$1 1 ,000  P  O.  E.  And  that  may  be  it- 
most  comforting  feature  of  all. 


PEUGEOT 

No  one  builds  cars  the  way  we  build  cars. 


For  information  on  buying,  leasing,  or  ove| 
seas  delivery,  see  you 
Peugeot  dealer.  Or  call  801 
243-6000  toll-free  (I 
Conn.,  call  1-800-882-650C 
Peugeot  Motors  of  Americ 
Inc.,  Lyndhurst,  M  J.  07071. 


] 

"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


A  SIZABLE  BOOSTING  OF  THE  MINIMUM  WAGE 

would  have  further  boosted  unemployment  where  it 
hurts  the  most— among  the  young  and  the  least  skilled. 


WE  DON'T  KNOW  HOW  GOOD  DEFENSE  SECRETARY  BROWN  MAY  BE 


but,  from  a  little  personal  combat  experience  in  World 
War  II,  I'd  say  he's  proceeding  on  the  soundest  possible 
premise  when  he  says,  "A  weapons  system  with  less  ad- 
vanced technology  that  works  is  more  militarily  use- 
ful than  a  weapons  system  with  more  advanced  technology 
that  doesn't  work." 

That  may  sound  elementary  to  most  people,  but  it's  a 
refreshing  observation  in  the  Pentagon. 

For  those  of  us  who  were  machine  gunners  working 
with  infantrymen  in  the  last  world  war,  German  Tiger 
tanks  were  real  terrorizers.  Then  along  came  the  bazooka, 


a  simple  tube  with  a  firing  mechanism  that  "rocketed" 
missiles  little  bigger  than  hand  grenades  against  the  tanks. 
One  guy  knelt  down  with  the  tube  on  his  shoulder,  another 
fellow  inserted  the  missile  and  pow— a  disabled  enemy  tank. 

The  technology  and  supersophistication  involved  in  so 
many  new  weapons  systems  makes  one  fear  that  with  so 
much  to  go  wrong  at  critical  moments,  and  under  the 
toughest  circumstances,  much  will. 

If  Secretary  Brown  means  what  he  says,  we  might  even 
end  up  with  some  Army  divisions  manned  and  equipped 
in  fact  instead  of  mostly  on  paper. 


HOW  GOVERNMENTS  HELP  HOUSE  PEOPLE 


They  freeze  rents.  Very  popular  "action." 

Like  France,  following  World  War  I,  where  they 
had  less  housing  available  and  at  ever  higher  costs  and 
subsidies. 

Like  too  many  U.S.  cities  since  World  War  II,  where 


more  housing's  been  abandoned  than  billions  of  dollars  in 
federal  subsidies  have  produced.  Whenever  profit  beckons, 
home  and  apartment  builders  invariably  overbuild  and 
prices  inevitably  drop.  It's  so  simple  an  equation  that  some- 
day it  might  even  be  widely  understood. 


DON'T  BAN  SACCHARIN— BAN  DUMB  LAWS 


It  wouldn't  be  so  bad  if  it  was  only  the  road  to  Hell 
that  was  paved  with  good  intentions.  But,  while  living,  we 
also  have  to  cope  with  too  many  good-intentioned  laws 
that  produce  bad  results— quite  often  exactly  the  opposite 
of  those  intended. 

First,  since  a  rat  test  presumably  suggests  that  three 
out  of  100  persons  (ten  out  of  100  persons  in  the  sec- 
ond generation)  could  get  cancer  if  they  drank  800  12- 
ounce  cans  of  diet  soda  a  day  for  a  lifetime,  existing  fed- 
eral law  requires  the  banning  of  saccharin,  that  sugarless 
lifesaver  for  so  many  of  us  who  fight  the  battle  of  the  bulge. 


Then,  after  an  uproar— especially  from  those  suffering 
from  diabetes  and  obesity— the  Food  &  Drug  Administra- 
tion redesignates  saccharin  as  a  nonprescription  drug  rath- 
er than  a  food  additive,  which  presumably  allows  it  to  be 
sold  like  aspirin,  but  bans  it  from  the  likes  of  Tab  and 
other  diet  foods. 

The  fact  that  saccharin  has  been  in  use  by  people  for 
nearly  80  years  doesn't  matter— under  the  law  as  now 
written.  The  quicker  the  law  is  sensibly  changed,  the 
better  the  chances  of  accomplishing  its  basic  purpose  of 
helping  the  living  stay  that  way. 
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HUW    1U    1KLA1- AINU  l^Ul    1 KLA 
VERY  SPECIAL  LADIES 

There  will  be  those  who  disagree,  but  I  think  this 
Harvard'  Bed  Frame  advertisement  which  ran  in 
Modern  Bride  makes  a  practical  point  humorously 
well.  When  thinking  of  beds,  most  everybody  is  con- 
scious of  mattresses.  But  who  ever  thinks  much  about 
the  frame  that  holds  'em?  What  readers  of  that  maga- 
zine—prime prospects— could  help  but  give  a  thought 
to  a  product  they  hadn't  ever  thought  of  before? 

But  whoever  persuaded  that  great  lady,  Lillian 
Hellman,  to  go  along  with  this  ought  to  be  pelted. 
It  makes  "Blackglama"  an  undesirable  varmint. 


1  — 


A  QUESTION  AND  AN  ANSWER 


Genesis  Managing  Editor:  The  editors  of  Genesis  mag- 
azine are  preparing  an  article  on  the  subject  of  teenage 
crime.  It  will  report  the  results  of  a  survey  on  the  use  of 
criminal  sanctions  against  juveniles  to  stem  the  growing 
tide  of  crime.  Specifically,  we  are  interested  in  your  re- 
sponse to  the  following  questions:  Do  you  believe  con- 
victed juvenile  criminals  under  17  should  be  punished  as 
adults,  including  imprisonment,  and  why? 

MSF:  While  I  am  not  sure  that  convicted  juvenile  crimi- 
nals under  17  should  be  punished  as  adults,  it  is  pretty 
obvious  that  most  prison  treatment  doesn't  accomplish  the 
intended  purpose. 

On  one  hand,  because  juveniles  in  many  states  are  han- 
dled quite  differently,  they  often  don't  receive  even  a 


modicum  of  justice  in  terms  of  legal  safeguards,  trials  and 
sentences  of  specific  duration  that  are  extended  to  adults. 

But  far  more  serious  is  the  fact  that  previous  convic- 
tions and/ or  records  for  juveniles  don't  seem  to  be  ad- 
mitted as  evidence— though  the  same  serious-to-heinous 
crimes  are  repeatedly  repeated.  I  think  that's  as  dead 
wrong  as  the  victims  often  are. 

Perhaps  there  is  somewhere  in  between,  where  a  record 
of  previous  conviction  for  serious  violent  crime  puts  a  ju- 
venile defendant  in  a  very  different  category  than  a  first- 
timer;  perhaps  making  it  possible  at  the  age  of  16  or  above 
for  such  a  repeater  to  be  sentenced  to  jail  as  would  an 
adult.  Preferably,  of  course,  to  be  jailed  in  a  place  and  in 
a  style  different  from  the  older,  hardened  criminal. 


SIMPLE  SOLUTION 


One  law  enforcement  official,  wrestling  with  the  prob- 
lems of  juvenile  crime,  juvenile  courts  and  juvenile  jus- 


tice generally,  suggests  the  way  to  solve  the  problem  is 
to  "make  juveniles  illegal." 


PENALIZING  NO-SHOW  AIRLINE  PASSENGERS 


is  the  only  way  to  go  if  overbooking,  bumping  and  un- 
affordable  airline  losses  are  to  end.  Devising  the  means  may 


be  tough,  but  not  devising  effective  penalties  on  the  abus- 
ers is  tougher  on  the  majority  of  users. 


Here  is  an  ass* 

Can  an  ass  fly  ? 

Oh  no;  an  ass  can  not 
fly,  but  a  good  many  have 
tried  In  a  balloon. 


FOR  ME,  FOR  NOW,  NO  MORE 
ATLANTIC  BALLOON  PROJECTS 

As  one  who  is  not  totally  unaccustomed  to  succumb- 
ing to  the  counsel  of  family  and  colleagues,  I  found, 
when  it  came  to  firming  up  plans  for  a  second  effort 
to  balloon  across  the  Atlantic,  that  their  reasoning 
seemed  more  compelling  than  my  great  desire. 

Son  Steve  put  it  pretty  bluntly:  "Pop,  you  had  your 
crack  at  it.  If  you  persist,  you'll  be  in  the  crackpot 
category." 

Son  Bobert  illustrated  the  point  with  this  cartoon 
from  an  1887  kid's  book,  A  Bad  Boy's  First  Reader. 


MERIT 

is  something  we  expect  in  others  than  ourselves. 
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COURAGE 

is  a  quality  often  displayed  when  there's  no  alternative. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Forward  as  to  War 

If  it  was  our  necktie  that  was  caught 
in  the  wringer  during  the  1973  oil 
embargo,  soon  it  will  be  our  nose.  In 
1972  we  imported  29%  of  our  oil;  this 
year  we  will  import  about  50%.  In 
1972  we  spent  $4.6  billion  for  for- 
eign oil;  this  year  we  will  spend  near- 
ly $40  billion.  In  1974  and  1975 
American  energy  use  declined.  Last 
year  it  jumped  4.6%— and  will  likely 
jump  an  equal  amount  this  year. 

Conservation  can  make  an  impor- 
tant, and  quick,  contribution  to  re- 
ducing foreign  dependence  and 
stretching  out  depleting  fuels.  But  it 
will  not  suffice.  Production  of  other 
fuels  is  essential,  and  the  Adminis- 
tration's program  will  have  to  move 
backward  to  coal  and  forward  to  nu- 
clear energy.  .  .  .  "What  we  need  is 
some  way  to  launch  the  moral  equiv- 
alent of  war,"  says  one  official. 

—New  York  Times  editorial 

Tax  Saving  &  Immorality 

Over  and  over  again  courts  have 
said  that  there  is  nothing  sinister  in  so 
arranging  one's  affairs  as  to  keep  taxes 
as  low  as  possible.  Everybody  does  so, 
rich  or  poor;  and  all  do  right,  for  no- 


body owes  any  public  duty  to  pay 
more  than  the  law  demands.  Taxes  are 
enforced  exactions,  not  voluntary  con- 
tributions. To  demand  more  in  the 
name  of  morals  is  mere  cant. 

—Judge  Learned  Hand 

Whose  Miscalculation? 

"Miscalculation"  seems  to  be  the 
spreading  code  word  for  putting  the 
blame  for  the  breakdown  of  the  stra- 
tegic arms  talks  on  the  Americans  in- 
stead of  the  Russians. 

Mr.  Carter  and  Mr.  Vance  may  have 
miscalculated  in  choosing  their  staff, 
since  the  "miscalculation"  code  word 
got  started  on  Secretary  Vance's  air- 
plane coming  back  from  Moscow. 

The  "miscalculation"  stories  show 
again  the  kind  of  logic  that  has  been 
so  prevalent  on  the  American  side  of 
the  negotiations:  If  the  Russians  re- 
buff our  offers,  there  must  be  some- 
thing wrong  with  our  offers.  Perish 
the  thought  that  there  is  something 
wrong  with  the  Russians. 

—Wall  Street  Journal  editorial 

Controlling  Prices 

"Hurry  and  spend  all  the  currency 
you  have.  Buy  me  goods  of  any  kind 
at  whatever  price  you  find  them."  So 


wrote  a  highly  placed  Roman  to  his 
business  agent  sometime  around  A.D. 
300.  The  value  of  money  was  drop- 
ping relentlessly,  and  he  wanted  pos- 
sessions, not  cash.  For  the  Roman  Em- 
pire had  been  hit  by  inflation,  and  so 
violently  that,  to  quote  the  Emperor 
Diocletian,  there  were  "increases  in 
prices  not  only  year  by  year,  month 
by  month,  day  by  day,  but  almost 
hour  by  hour  and  minute  by  minute." 

Rome  solved  its  inflation  by  con- 
trolling not  merely  prices  but  the  en- 
tire lives  of  most  of  its  subjects,  lock- 
ing them  forever  into  fixed  places  in 
the  socioeconomic  order.  Rome  solved 
it,  in  short,  by  transforming  itself  into 
a  totalitarian  state  as  rigid  and  all- 
pervasive  as  any  the  world  has  known. 

—Lionel  Casson,  Horizon 

Houses  Were  Bigger  Then 

When  her  son,  Anson  Phelps 
Stokes,  Jr.,  was  a  member  of  the  class 
of  '96  at  Yale,  he  wired  his  mother 
that  he  would  be  bringing  "some  '96 
men  home  for  the  weekend."  The  tele- 
graph company  omitted  the  apostro- 
phe and  Mrs.  Stokes  wired  back: 
"Many  guests  here  already,  don't  bring 
more  than  50." 

—Julie  Michaels,  New  York  Times 


HOW  TO  MAKE  A  GAS  TAX  HIKE  MORE  PALATABLE 


Earmark  a  chunk  of  the  proceeds 
for  Social  Security.  This  would 
help  keep  the  nearly  bankrupt  sys- 
tem semisolvent  and,  in  doing  so, 
would  win  the  gas  tax  a  powerful 
constituency. 

FISHING  EXPEDITION? 

The  Federal  Trade  Commission 
has  won  a  crucial  round  in  its  ef- 
forts to  force  large  corporations  to 
furnish  the  agency  with  detailed 
information  on  individual  lines  of 
business.  A  federal  judge  has  re- 
jected most  of  the  objections  filed 
by  more  than  170  companies. 

If  the  FTC  does  win  this  battle, 
mischief  is  the  likely  result. 

The  FTC  wants  over  400  cor- 
porations to  provide  sales  and  costs 
data  for  275  product  categories. 

Now  putting  together  such  data 
is  a  task  fraught  with  inexacti- 
tudes. Large  companies  today  are 
incredibly  complex.  A  single  fac- 
tory can  turn  out  many  products. 
Allocating  costs,  in  many  situa- 
tions, would  be  an  arbitrary  ex- 
ercise. The  same  is  true  of  intra- 


By  M.S.  Forbes  Jr. 

company  transfers.  If  a  corpora- 
tion's factory  turns  out  a  material 
used  in  making  the  company's  final 
product,  what  price  should  be  at- 
tached for  that  material?  Should  it 
be  booked  at  cost?  At  fair  market? 

The  FTC  acknowledges  that 
what  it  wants  is  not  conducive  to 
precision.  It  is  willing  under  cer- 
tain circumstances  to  accept  esti- 
mates. It  has  not  specified  a  par- 
ticular accounting  system. 

Then  why  go  through  this  ex- 
ercise? Supposedly,  so  that  the 
FTC  can  better  detect  "monopo- 
lies." With  all  this  data,  it  can  fig- 
ure out  market  sizes  and  shares. 
After  all,  a  company  itself  may  not 
appear  monopolistic,  but  perhaps 
one  of  its  products  is. 

It  seems  that  under  FTC  reason- 
ing, if  a  product  is  very  profitable, 
it  must  be  because  of  monopo- 
listic and  "anticompetitive"  prac- 
tices. If  there  is  competition  and 
a  product  is  still  quite  profitable 
for  its  manufacturers,  then  there 
must  exist  a  "shared  monopoly." 

The  commission's  legal  beagles 


could  also  use  the  data  to  try  to 
prop  up  other  pet  theories,  such 
as  how  advertising  is  a  monopolistic 
weapon.  Who  knows  what  other 
notions  the  numbers  would  spark 
among  federal  lawyers  looking  for 
ways  to  justify  their  existence. 

The  farce  of  it  all  is  that  the 
FTC  will  be  treating  very  impre- 
cise numbers  as  if  they  were  the 
hard,  gospel  truth. 

What  will  result  is  all  too  clear 
—intensive,  expensive  FTC  investi- 
gations and  lawsuits,  as  well  as 
companies  spending  considerable 
time  and  effort  allocating  costs  and 
sales  for  the  sole  purpose  of  avoid- 
ing an  FTC  examination.  Which 
in  turn  will  lead  to  FTC  requests 
to  prescribe  precise  accounting 
rules,  leading  to  even  more  regu- 
latory headaches. 

If  the  FTC  suspects  wrongdo- 
ing, it  already  possesses  impressive, 
wide-ranging  subpoena  powers. 

Most  businessmen  suspect  the 
whole  exercise  is  a  gigantic  fishing 
expedition.  It  would  be  difficult  to 
refute  them. 
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Whose  idea  was  it 
to  bring  this  meeting 
to  St.  Louis? 


The  same  superstar 
who's  getting  a  bonus 
when  we  get  home. 


-   »  •  —  A 

i     »  »  *  '  • 


I 
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St.  Louis.  A  fresh,  exciting  new  place  for 
your  next  business  meeting. 

In  addition  to  our  centralized  location, 
St.  Louis  offers  easy  accessibility,  deluxe  hotel 
rooms  and  complete  audio/visual,  banquet, 
entertainment  and  meeting  facilities. 

For  details,  call  or  write  Jerry  W.  Bedford, 
Suite  1545,  500  North  Broadway,  St.  Louis, 
Missouri,  63102,  (314)  421-1023. 

Then  bring  your  next  business  meeting  to 
St.  Louis  It  could  be  very  rewarding. 


Busch  Memorial  Stadium 


Stloub 

IheMeetiiMMlace 


Forbes 


Can  Get  It  For  You  Wholesale 


Would  you  believe  it?  Those  pin-striped  bankers  are  quietly 
offering  loans  at  below  their  own  prime  rates.  But  sh!  Don't 
tell  the  other  customers. 


By  BEN  WEBERMAN 

This  article  is  very  short 
on  specifics.  Nevertheless, 
it  is  true,  so  true  that  all 
our  sources  had  to  plead 
for  anonymity. 

The  story  is  this:  Bank- 
ing is  currently  so  com- 
petitive, the  demand  for 
credit  so  slack,  that  many 
of  our  major  hanks  are 
now  currently  undercut- 
ting their  own  prime  rate. 

Forbes  has  confirmed 
that   at  least  four  large 
money-center      banks— in 
New  York  and  Chicago- 
are  offering  short-term  do- 
mestic loans  for  less  than 
the  published  6M%  prime 
rate.  How  much  less?  For 
as  litde  as  5%%  to  good 
customers  for  very  short 
periods.  Only  one  hitch: 
The  favored  customer  shouldn't  tell 
less-favored  ones;  it  would  outrage 
other  good  customers  who  are  duti- 
fully paying  prime  or  better. 

Some  of  the  large  regional  banks 
have  been  doing  this  for  the  past  two 
years— ever  since  the  recession  started. 
What  is  new  is  that  some  of  the  giants 
are  doing  it  now.  If  they  hadn't,  they 
would  have  lost  some  very  desirable 
business  to  money-market  dealers  who 
can  raise  billions  overnight,  by  selling 
commercial  paper  to  cash-loaded  big 
corporations,  to  lend  to  others.  Cheap- 
ly and  efficiently,  these  dealers  move 
money  from  where  it  is  in  surplus  to 
where  it  is  needed. 

There  is  a  very  solid  reason  why 
banks  like  to  pretend  that  the  prime 
is  sacrosanct  even  as  they  cut  it.  They 
have  on  their  books  tens  of  billions  in 
loans  written  at  "prime-plus."  The 


"plus"  may  be  one-half  of  1%  over 
prime  for  a  large  company  or  it  may 
be  3%  or  more  for  a  small  borrower, 
but  in  any  case  the  interest  rate 
comes  down  as  the  prime  comes  down. 
The  banks  prefer,  therefore,  to  cut 
the  prime  in  private  while  maintain- 
ing it  in  public. 

The  prime  essentially  is  a  guide- 
post  for  loan  officers.  It  says  to  them: 
"This  is  the  gilt-edged  rate  for  the 
best  risks;  adjust  interest  rates  upward 
from  here  as  the  quality  of  the  lender 
goes  down." 

Even  as  the  prime  is  being  cut, 
banks  are  becoming  less  demanding 
that  borrowers  leave  substantial  com- 
pensating balances.  Citicorp  recently 
admitted  that  it  is  now  demanding 
compensating  balances  of  10%  to  15% 
of  the  loan  instead  of  the  former  15% 
to  20%.  In  actual  fact,  some  banks  are 


no  longer  insisting  on 
compensating  balances  of 
any  size. 

Bankers,  often  conser- 
vative to  a  fault,  don't  like 
these  changes.  But  what 
can  they  do?  The  changes 
are  being  spurred  by  the 
widespread  availability  of 
credit  that  makes  this  a 
buyers'  market  for  bor- 
rowers. Businesses  that 
need  money  can  play  off  a 
finance  company  against  a 
life  insurance  lender,  and 
then  use  both  to  convince 
a  bank  to  shave  its  rates. 

"I  think  what  we  are 
beginning  to  see  in  large 
part  is  that  lending  is  be- 
coming more  of  an  imper- 
sonal money-market  op- 
eration than  a  long-es- 
tablished borrower  rela- 
tionship," one  numbed 
banker  asserted. 

Reflecting  this  change,  the  rate- 
shaving  is  starting  to  spread  to  long- 
er-term loans— those  for  three  to  seven 
years.  Right  now,  bankers  tend  to 
think  a  term  loan  to  a  good  risk  should 
carry  an  8%%  rate.  But  they  are 
granting  some  at  8%  and  even  72»%. 
("If  we  don't,  an  insurance  compa- 
ny will,"  one  banker  confesses  sad- 
ly.) Bankers  also  prefer  to  set  these 
loans  on  the  basis  of  a  floating  prime 
—interest  rates  up  when  the  prime 
goes  up,  down  when  the  prime  goes 
down.  Margins  are  therefore  main- 
tained. But  hard-bargaining  corporate 
treasurers  are  arm-twisting  bankers 
into  fixed-rate  term  loans,  thus  locking 
the  banks  into  current  interest  rates 
as  protection  for  the  borrower  against 
a  surge  in  interest  rates  in  the  future. 
Now  and  then  one  of  these  loans 
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QUIET  CUTTING 

The  official  prime  lending  rate  has  been  stable  since  last  December,  but  the 
actual  average  rate  at  which  banks  lend  money  has  been  dropping. 
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surfaces.  A  group  of  top  banks  re- 
cently lent  $300  million  for  seven 
years  to  Bethlehem  Steel  Corp.  The 
rate  was  6%%  the  first  year,  7X% 
the  second,  7)2%  the  third.  On  Mar. 
I,  1980  Bessie  has  the  option  of  con- 
verting the  credit  to  a  four-year  term 
loan.  There  are  no  compensating  bal- 
ances required.  A  honey  of  a  deal 
for  the  borrower.  A  bitter  pill  for 
the  lender. 

It's  no  wonder  that  so  many  first- 
quarter- 1977  bank  earnings  were  dis- 
appointing: Under  cover  of  a  stable 
prime,  overall  interest  rates  are  drop- 
ping (see  chart).  Second-quarter 
earnings  comparisons  could  well  be  a 
bit  worse.  Only  those  banks  with  a 
healthy  amount  of  foreign  business 
are  likely  to  buck  the  trend;  abroad, 
interest  rates  are  commonly  quoted  as 
a  margin  over  the  cost  of  money,  thus 
giving  the  banks  a  guaranteed  spread, 
as  it  were. 

All  this  ought  to  make  people  think 
twice  about  predictions  that  interest 
rates  are  going  sharply  higher  this 
year.  In  fact,  it  will  take  a  nice  pick- 
up in  loan  demand  just  to  keep  inter- 
est rates  from  going  lower.  It  would 
take  an  extraordinary  surge  in  demand 
to  put  them  higher.  It  may  not  be 
all  that  unusual  for  banks  to  reduce 
the  prime  rate;  but  for  them  to  rape 
it  is  extraordinary  indeed.  ■ 


A  Little  Matter  Of  $1.8  Billion 


Amidst  thawing  Cuban-U.S.  relations,  what  are  the  chances  for  U.S. 
claimants  getting  something  for  property  confiscated  by  Castro? 


Talk  about  restoration  of  relations 
between  the  U.S.  and  Cuba  raises  an 
embarrassing  issue,  one  that  could 
make  diplomacy  difficult.  The  issue 
involves  at  least  $1.8  billion  worth  of 
U.S.  property  seized  by  Fidel  Castro 
in  1960.  Says  President  Robert  W. 
Hutton  of  Lone  Star  Industries,  which 
claims  a  $25-million  loss  of  a  cement 
plant  and  quarry:  "We  should  do 
nothing  about  lifting  the  embargo 
until  the  claims  are  negotiated." 

Cuba's  maximum  leader  grabbed 
U.S.  property,  ranging  from  oil  refin- 
eries and  sugar  plantations  to  private 
homes,  without  a  penny  of  compen- 
sation. He  justified  the  seizures  by 
saying  Cuba  had  to  be  rescued  from 
U.S.  economic  imperialism. 

Exchanges  of  baseball  teams  and 
cozy  chats  between  liberal  U.S.  sen- 
ators and  Castro  are  one  thing.  But 
the  claimants  are  likely  to  scream 
bloody  murder  if  the  U.S.  offers  to 
lift  the  embargo  without  doing  any- 
thing about  their  claims.  Fifty  of 
the  claimants  have  formed  a  Joint 
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Corporate  Committee  on  Cuban 
Claims.  They  not  only  want  their 
money  back,  they  also  say  they  are 
entitled  to  interest  at  6%  a  year  for 
16  years.  That  could  add  another  SI. 7 
billion  to  the  total. 

Hutton  is  chairman  of  the  new 
committee.  The  biggest  single  certi- 
fied claim  to  be  pushed  is  Borden's 
North  American  Sugar  Industries. 
Other  claimants  are  Colgate-Palmol- 
ive, Atlantic  Richfield  and  Firestone. 

However,  New  York  Democratic 
Congressman  Jonathan  Bingham  says: 
"Corporate  people  are  mistaken  if  they 
think  claims  can  be  settled  before  the 
embargo  is  lifted.  The  Cubans  regard 
the  embargo  as  an  act  of  war."  Bing- 
ham argues  the  U.S.  must  make  the 
first  major  concession. 

Even  if  the  embargo  is  lifted,  the 
claimants  might  get  very  little.  Only 
a  Soviet  subsidy,  estimated  at  a  bil- 
lion dollars  a  year,  keeps  the  Cuban 
revolutionary  state  going.  Would  the 
Soviets  foot  the  bill  for  claims  by  pri- 
vate U.S.  citizens  and  corporations? 
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The  answer  is  clearly  no.  Yet,  if  the 
Cubans  pay  nothing,  it  might  be  a 
bad  precedent  for  other  countries 
tempted  to  grab  U.S.  assets. 

It  will  take  more  than  goodwill  to 
restore  normal  relations  between  the 
U.S.  and  Cuba.  ■ 


Basketball  in  Havana  Last  Month: 

Sports,  si!  But  dollars,  quien  sabe? 


In  Spite  Of  The  Obstacles, 
The  Takeover  Feast  Goes  On 


Only  you  never  know  who  will  eat  whom. 


By  JEAN  A.  BRIGGS 

Remember  Petrolane's  attempt  to 
round  out  its  line  of  oilfield  equip- 
ment by  acquiring  Gray  Tool?  Gray 
Tool  did  succumb,  but  not  to  Petro- 
lane.  Both  Joy  Manufacturing  and 
Combustion  Engineering  entered  the 
bidding,  and  Combustion  Engineering 
won  out.  Then  there  was  MCA's  at- 
tempt to  acquire  Sea  World.  Sea 
World  yelled  for  help  to  its  invest- 
ment bankers  and  ended  up  part  of 
Harcourt  Brace  Jovanovich. 

In  those  cases,  the  early  birds 
didn't  get  the  worms,  the  later  birds 
did.  The  early  bidders  were,  in  effect, 
advertising  to  all  comers  that  the  tar- 
get companies  were  available.  How- 
ever badly  managements  may  want  to 
retain  their  independence— and  per- 
haps their  perquisites— the  fact  is  that 
any  good  company  whose  stock  sells 
at  a  low  multiple  or  at  a  big  discount 
from  the  real  value  of  its  assets  re- 
mains a  tempting  target.  And  there 
are  literally  hundreds  of  them. 

As  measured  by  the  averages,  the 
stock  market  hasn't  gained  much  in 
the  past  ten  years— and  most  stocks 
have  actually  declined.  This  in  a  pe- 
riod of  considerable  growth  in  earn- 
ings and  of  massive  reinvestment  by 
corporations.  Take  the  case  of  Bab- 
cock  &  Wilcox,  currently  fighting  a 
takeover  by  United  Technologies.  In 
this  past  decade,  B&W's  book  value 
has  climbed  from  less  than  $23  a 
share  to  $34,  and  earnings  rose  a  solid 
60%.  Nevertheless,  B&W  stock  sold 
much  higher  in  1967  than  it  does  to- 
day; not  one  penny  of  the  gains  has 
been  reflected  in  the  price  of  the 
stock.  Enter  United  Technologies  with 
an  offer  well  above  the  market  price. 

Sometimes  the  target  of  the  take- 
over has  intangible  assets  that  do  not 
appear  on  the  balance  sheet.  In  offer- 
ing 14  times  earnings  and  more  than 
twice  book  value  for  Gerber  Products 
last  month,  Anderson,  Clayton  &  Co. 
was  obviously  attracted  by  Gerber's 
valuable  brand  name  and  its  excellent 
distribution  network.  But  in  any  case 
the  bait  was  the  same:  An  offer  that 


was  comfortably  above  what  the  stock 
sold  for  in  a  sluggish  market. 

Or  take  Sunshine  Mining,  reluctant 
target  of  another  current  takeover 
bid.  The  price  of  silver— and  thus  of 
Sunshine's  reserves— has  almost  tripled 
over  the  past  decade  and  yet  the  stock 
sells  lower  today  than  it  did  then.  So 
it's  not  surprising  that  many  investors 
—professional  as  well  as  individual- 
are  tired  of  owning  "bargains"  that 
remain  bargains.  They  will  cheerfully 
accept  ten  times  earnings  in  cash  or 
in  another  piece  of  paper  rather  than 
sit  indefinitely  with  just  seven  times 
earnings. 

Look  at  it  this  way:  A  stock  that 
sells  for  $7  and  earns  $1— a  common 
price/ earnings  ratio  today— returns 
better  than  14%  to  a  corporate  buyer 
who  can  control  the  earnings  stream. 
Fourteen  percent  is  better  than  most 
corporations  can  be  sure  of  earning 
when  they  build  new  plant  and  equip- 
ment at  today's  high  prices.  Thus 
anybody  who  can  do  a  bit  of  arithme- 
tic knows  that  acquiring  assets  is  often 
a  better  deal  than  building  them  new. 

Hence  the  current  mania  for 
"friendly"  mergers  to  avoid  unfriend- 
ly ones.  ("Friendly"  can  mean  a  mer- 
ger that  management  thinks  will  fit 
better;  or  it  can  mean  one  where  man- 
agement itself  will  get  a  better  deal.) 
Even  friendly  mergers,  however, 
aren't  always  entirely  voluntary;  they 
may  simply  represent  what  manage- 
ment regards  as  the  lesser  evil  m  the 
face  of  the  overwhelming  arithmetic 
in  favor  of  takeover. 

Certainly  managements  are  not  de- 
fenseless against  unfriendly  or  unfair 


takeovers.  Over  the  years,  strategies 
have  been  evolved  for  repelling  them. 
The  classic  defense  strategies  include: 
suing  the  raider  for  securities  law  vio- 
lation; buying  a  company  that  would 
create  an  antitrust  problem  for  the 
raider;  trying  to  dismember  the  threat- 
ened company  and  sell  it  off  in  pieces; 
tendering  for  the  raider  itself.  All  of 
these  have  worked  in  the  past  and 
still  do.  Only  last  month,  Foremost- 
McKesson,  whose  defense  team  in- 
cluded the  formidable  Richard  Chen- 
ey of  the  Hill  &  Knowlton  public  re- 
lations firm,  drove  away  raider  Victor 
Posner  of  Sharon  Steel  by  alleging 
violations  of  securities  laws;  it  in- 
flicted such  a  defeat  on  Posner  that 
his  own  jerry-built  empire  may  now 
be  in  trouble. 

A  newer  strategy  is  called  "shark 
repellent."  This  maneuver  involves 
amending  corporate  charters  so  that 
80%  or  even  95%  of  the  shares  must 
be  voted  in  favor  of  a  takeover  that 
has  not  been  approved  by  the  board 
of  directors.  This  means  that  a  small 
block  of  stock  friendly  to  management 
can  thwart  an  offer.  A  loud  warning 
to  would-be  acquisitors  to  clear  mat- 
ters first  with  management. 

But  the  final— and  today  the  most 
popular— refuge  of  frightened  manage- 
ments is  state  laws.  Last  year  at  this 
time  only  14  states  had  laws  delaying 
takeovers;  today  there  are  26,  with 
more  coming  all  the  time.  The  laws 


FORBES,  MAY  1,  1977 


25 


Why  Takeovers  Are  Irresistible 

A  little  rough  arithmetic  will  give  you  an  idea  of  why  the  takeover  game 
goes  on  in  spite  of  all  the  efforts  to  stop  it.  The  arithmetic  is  approximate 
and  concerns  United  Technologies'  offer  to  buy  Babcock  &  Wilcox. 


Cash  value  of  UT's  offer  for  B&W  stock: 
B&W  earnings,  1976: 
Interest  cost  on  purchase  money 

(at  prime  rate,  $33  million  before  taxes: 
Theoretical  net  gain  to  UT: 

An  even  bigger  gain  for  UT  may  be  a  quick  and  powerful  expansion  in  the 
power-generation  business.  But,  in  effect,  UT  gets  this  advantage  for  less 
than  nothing. 


$510  million 

$53  million  after  taxes 

$17  million  after  taxes) 
$36  million 


usually  zip  through  state  legislatures, 
allegedly  to  protect  shareholders  and 
inhibit  "foreign"  (i.e.,  out-of-state) 
takeovers.  Some  of  these  laws  are  le- 
gitimate devices  for  making  sure  that 
managements  and  stockholders  aren't 
railroaded  into  accepting  a  hasty  of- 
fer. More  often  they  are  simply  de- 
signed to  permit  managements  to  stall; 
in  Michigan,  McLouth  Steel  was  a 
prime  mover  behind  the  bill.  Obvious- 
ly, McLouth  is  highly  vulnerable;  its 
stock  sells  for  less  than  50%  of  its 
stated  book  value. 

These  laws  require  that  the  would- 
be  buyer  file  endless  heaps  of  infor- 
mation with  the  state  securities  com- 
mission anywhere  from  ten  to  90— or 
even  more— days  before  it  can  make  an 
offer.  In  Indiana  and  Ohio  the  state 
commission  must  hold  a  hearing  to 
"determine"  if  the  information  is  ade- 
quate. In  New  Jersey  a  yet-to-be- 
signed  law  would  determine  if  the 
offer  itself  is  adequate.  ("Isn't  it  in- 
teresting," quips  one  dealmaker,  "how 
many  companies  are  suddenly  con- 
sidering opening  offices  in  Ohio  and 
New  Jersey?") 


Time  being  money,  the  resulting  de- 
lays can  drive  away  a  would-be  ac- 
quisitor.  In  Virginia.  Caressa  Shoe 
hacked  away  from  its  offer  for  Crad- 
dock-Terry  Shoe.  While  the  Virginia 
corporation  commission  was  "deliber- 
ating," Craddock-Terry  rushed  out 
and  amended  its  bylaws  requiring 
90%  approval  for  a  takeover. 

Currently,  Universal  Leaf  Tobac- 
co is  using  the  Virginia  law  to  fend 
off  a  takeover  by  Wisconsin-based 
Congoleum  Corp.  Universal,  a  notori- 
ous loaded  laggard,  has  been  zealous 
about  defending  its  independence. 

"The  problem  with  the  Virginia 
law,"  says  William  P.  Kyle  Jr.,  chair- 
man and  chief  executive  officer  of 
Congoleum,  "is  that  there's  no  de- 
fined time  in  which  the  commission 
must  act."  Congoleum  announced  its 
intentions  to  make  a  tender  offer  for 
all  the  shares  of  Universal  Leaf  last 


October.  According  to  Virginia  com- 
missioner Lewis  Brothers,  a  decision 
should  be  forthcoming  "shortly."  Con- 
goleum appears  willing  to  stick  it  out 
although  Universal  Leaf  has  amended 
its  bylaws  to  require  approval  of  H0% 
of  shareholders.  It  has  also  taken  Con- 
goleum to  federal  court  for  securities 
law  violations  and  sued  Congoleum  s 
bank,  First  National  Bank  of  Chicago, 
for  allegedly  violating  the  Federal  Re- 
serve Board's  Regulation  U. 

Indiana  claims  jurisdiction  if  sub- 
stantial assets  are  in  the  state.  One 
company  flew  in  the  corporate  con- 
troller with  $78  million  of  certificates 
in  his  pocket  in  order  to  show  that  in- 
tangible assets  can  be  anywhere  and 
thus  don't  count. 

These  state  laws  are  questionable 
in  the  extreme.  Some  are  outright 
shams.  Perhaps  the  best  that  can  be 
said  for  most  of  them  was  uttered  by 
Hugh  H.  Makens,  Michigan's  securi- 
ties commissioner:  "If  you  happen  to 
be  on  vacation,  you  might  not  even 
know  about  a  tender  offer  until  it 
is  too  late." 

That's  extremely  unlikely,  however, 
unless  you  are  given  to  taking  two-  or 
three-month  vacations  in  the  remote 
Himalayas.  Most  offerings  last  longer 
than  the  minimum  seven  to  ten  days. 
In  any  case,  the  Securities  &  Exchange 
Commission  has  proposed  lengthening 
the  offering  period  and  the  right-of- 
wilhdrawal  period. 

Who  prevails  when  the  state  law 
is  tougher  than— or  conflicts  with— the 
federal  rules?  That's  a  good  question. 
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Some  lawyers  feel  that  the  Williams 
Act,  which  provides  for  federal  regu- 
lation of  tender  offers,  preempts  the 
state  laws.  Congress'  intention  that 
mergers  should  not  be  prevented  or 
unduly  hindered  is  clear.  The  problem 
has  been  that  no  one  would  go  to  the 
time  and  trouble  of  testing  the  state 
laws  in  the  courts. 

Not,  that  is,  until  the  Hunt  brothers 
of  Texas  arrived  on  the  scene.  Nelson 
B.  and  William  H.  offered  to  buy 
Sunshine  Mining  for  their  Great  West- 
ern United  Corp.,  a  diversified  sugar 
producer.  The  states  of  Idaho,  where 
Sunshine's  mine  is  located,  New  York 
and  Maryland  have  all  claimed  that 
their  laws  applied.  The  Hunts  sued 
in  federal  court,  claiming  that  the 
state  laws  are  unconstitutional,  dup- 
licate federal  legislation  and  violate 
the  Civil  Rights  Act.  (This  may  seem 
a  strange  stance  for  States-Righters 
like  the  Hunts,  but  then  the  brothers 
dearly  love  silver,  and  Sunshine  has 
plenty  of  silver.)  Anyhow,  the  SEC 
is  showing  some  sympathy  for  the 
Hunts:  Irving  Picard,  of  the  SEC 
general  counsel's  office,  says  the  agen- 
cy might  file  an  amicus  curiae  brief, 
presumably  in  support  of  the  Hunts. 
At  the  moment,  the  court  is  tussling 
over  jurisdiction;  a  decision  on  that 
may  come  any  day. 


By  PHYLLIS  BERMAN 

Even  the  hottest  products  go  through 
phases,  and  the  smart  marketer 
changes  his  tactics  as  he  goes.  Take 
soft  contact  lenses:  Rochester,  N.Y.'s 
Bausch  &  Lomb  had  three  years  with 
the  market  to  itself.  In  1971  the  Food 
&  Drug  Administration  had  given  ap- 
proval for  B&L  to  produce  the  lenses 
under  a  Czech  process  licensed  by 
National  Patent  Development  Corp. 

Not  until  1974  did  the  FDA  give 
the  nod  to  competitors.  In  that  period, 
B&L  reaped  a  rich  harvest.  From  sales 
of  $147  million  and  a  net  profit  of  less 
than  $5  million  in  1970,  it  jumped 
to  $349  million  in  sales  and  $21  mil- 
lion in  profits  in  1976.  Almost  all  of 
the  profit  gains  came  from  soft  con- 
tact lenses.  On  23%  of  sales,  they  pro- 
duced nearly  two-thirds  of  B&L's  op- 
erating profits.  Figures  show  that 
where  the  company  earned  only  about 


The  barriers  to  takeover— legal  and 
illegal,  fair  and  unfair— remain.  But 
the  trend  to  takeover  continues— and 
will  continue  as  long  as  stock  prices 
fail  to  reflect  the  going-business  value 
of  the  underlying  assets. 

One  reason:  Should  management 
turn  down  an  attractive  offer,  it  could 
face  lawsuits.  A  Viacom  shareholder 
has  filed  suit  against  management  for 
turning  down  a  Storer  Broadcasting 


". . .  The  takeover  trend  will 
continue  as  long  as  stock 
prices  fail  to  reflect  the 
value  of  underlying  assets . . ." 


offer.  Guy  Wyser-Pratte,  a  director  of 
Bache  &  Co.  and  manager  of  the  ar- 
bitrage department,  hopes  to  see  more 
suits.  "If  I  were  Ralph  Nader  or  some- 
one like  him,  I'd  go  after  managements 
who  turn  down  deals  under  false  pre- 
tenses like  there  was  no  tomorrow," 
he  says.  "They're  telling  the  public, 
'Our  interest  comes  first.'  " 

Moreover,  most  companies  today 
have  a  number  of  outside  directors  on 
their  boards,  who,  aware  of  their  fi- 
duciary responsibility  to  shareholders, 
think  twice  about  rejecting  an  offer 


7%  in  pretax  operating  profits  in  the 
rest  of  its  business  (scientific  lab 
equipment,  eye-care  products,  sun- 
glasses, telescopes  and  binoculars),  it 
earned  close  to  40%  on  soft  lenses. 

When  B&L  had  the  only  soft  lens 
in  town,  it  could  charge  the  eye-care 
specialist  $3,000  for  an  introductory 
dispensing  kit  and  maintenance  equip- 
ment. Now  B&L  gets  $60  to  $70  for  a 
pair  of  lenses,  the  manufacture  of 
which  costs  B&L  a  few  cents  before 
marketing  and  packaging  costs  and 
before  royalties  which  averaged  $6 
million  over  the  last  two  years. 

But  the  doctors  themselves  have 
nothing  to  complain  about.  They  can 
fit  soft  lenses  in  maybe  30  minutes  of 
their  time  at  an  average  of  $300  a 
pair.  For  the  doctors,  the  profits  are 
such  as  dreams  are  made  of. 

Even  after  paying  a  hefty  settle- 
ment to  its  licensor,  National  Patent 
Development,  in  January,  Bausch  & 


that  would  give  shareholders  a  nice 
profit.  So,  the  merger  game  goes  on. 

"There  are  only  about  20  people  in 
this  business,"  says  one  arbitrageur, 
speaking  of  the  lawyers  and  invest- 
ment bankers  most  active  in  putting 
takeovers  together.  "The  same  peo- 
ple always  end  up  around  a  table  look- 
ing at  each  other.  Each  one  is  trying 
to  think  of  some  new  way  of  doing 
things,  some  new  twist." 

Given  the  overwhelming  economics, 
new  ways  of  expediting  takeovers  will 
certainly  be  forthcoming.  One  possi- 
bility, according  to  the  dean  of  take- 
over attack  and  defense,  George  De- 
mas  of  the  law  firm  of  Demas  &  Hall, 
is  that  we  could  see  a  return  to  proxy 
fights  as  in  the  Fifties.  Companies 
might  just  buy  more  stock  on  the  open 
market,  filing  the  necessary  forms 
with  the  SEC  as  they  do  so. 

"The  fundamental  thing  to  under- 
stand," stresses  Richard  G.  Rosenthal, 
a  partner  at  Solomon  Brothers  in 
charge  of  arbitrage,  "is  that  those  as- 
sets are  valuable."  The  point  he  is 
making  is:  If  current  management 
fails  to  grasp  that  essential  fact,  then 
outside  managements  will.  In  either 
case,  stockholders,  big  and  little  ones 
alike,  can  only  benefit  and,  because, 
of  the  more  even  returns  on  capital, 
so,  too,  will  the  economy.  ■ 


Eye-Catching:  Soft  lenses  cost  pen- 
nies to  make;  B&L  gets  $60  a  pair; 
practitioners  charge  $300  to  fit  them. 


Lomb  earned  $2.57  a  share— almost 
triple  what  it  earned  in  the  pre-soft- 
lens  days.  But  there  is  a  dark  cloud 
looming.  While  B&L  still  has  80%  of 
the  market— three  years  after  the  en- 
try of  its  competitors'  soft  lenses— 
the  competition  is  getting  hotter. 

Five  other  manufacturers— includ- 
ing the  American  Optical  division  of 
Warner-Lambert— now  have  FDA-ap- 


Shifting  Channels 

Faced  with  an  inevitable  end  to  its  monopoly  in 
soft  contact  lenses,  Bausch  &  Lomb  is  seeking 
to  hold  its  volume  by  broadening  the  market. 
A  sensible  strategy,  but  there  are  hurdles. 
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proved  lenses.  Another  15  are  wait- 
ing for  approval— including  Dow 
Corning  and  Revlon,  no  less.  (Many 
practitioners  now  carry  several  dif- 
ferent brands.)  Meanwhile,  competi- 
tors, as  well  as  B&L,  are  working  on 
technological  improvements,  and  the 
possibility  exists  that  some  of  them 
could  soon  come  up  with  an  improved 
product.  For  example,  while  the  soft 
lens  is  more  comfortable  than  the  old 
hard  lens,  it  can  pick  up  bacteria  in 
its  case  and  thus  requires  a  far  more 
elaborate  disinfectant  process  than 
hard  lenses  do.  Also,  soft  lenses  do 
not  yet  offer  the  same  visual  clarity 
as  hard  lenses.  At  present  soft  lenses 
mainly  help  the  nearsighted  with  a 
small  degree  of  astigmatism;  hard 
lenses  correct  a  wider  range  of  visual 
problems.  A  soft  lens  requiring  less 
sterilization,  offering  more  clarity  or 
additional  flexibility  and  ultimately 
the  promise  of  prolonged  wear— or  any 
combination  of  such  improvements 
—would  quickly  gain  a  market  edge. 

To  stay  profitable  in  the  face  of  this 
increasing  competition,  B&L  is  slowly 
shifting  its  marketing  strategy,  mov- 
ing away  from  doctors  and  directly 
toward  the  public.  It  hopes  to  vastly 
broaden  the  market,  which  last  year 
amounted  to  just  $280  million  at 
retail.  That  represents  a  bare  10%  of 
the  money  Americans  lavished  on 
lenses  and  eyeglasses. 

To  begin  with,  Bausch  &  Lomb  has 
launched  its  first  brand-name  adver- 
tising campaign  featuring  sports  ce- 
lebrities like  Roy  White,  New  York 
Yankee  outfielder,  and  pro  tennis  star 
Eddie  Dibbs.  The  aim  of  the  cam- 
paign, of  course,  is  to  predispose  po- 
tential wearers  to  using  B&L  products. 


But  the  real  key  to  broadening  the 
market  lies  with  retail  chains  that 
have  so-called  "optical  boutiques" 
staffed  by  opticians— rather  than  op- 
tometrists or  ophthalmologists.  (An 
ophthalmologist  is  a  licensed  medical 
doctor;  an  optometrist  is  not.  How- 
ever, both  can  prescribe  lenses  or 
glasses.  An  optician  can  only  sell  eye 
wear  once  a  prescription  is  written.1) 
Dart  Drugs,  Montgomery  Ward  and 
Sears,  Roebuck  are  among  the  big 
companies  that  now  feature  optical 
departments.  A  customer  who  takes 
his  eye  doctor's  prescription  to  the  op- 
tician can  save  as  much  as  $100  on 
a  pair  of  soft  lenses  and  its  care  kit. 
Easy  to  fit  and  comfortable  to  wear, 
soft  lenses  do  not  necessarily  require 
the  expert  adjustments  that  hard  con- 
tact lenses  do. 

Giant  Market 

There  are  115  million  Americans- 
one  in  two— who  wear  glasses  or  con- 
tact lenses.  Yet  only  5  million  to  6 
million  of  them  wear  hard  contact 
lenses  and  just  1.5  million  wear  soft 
lenses.  And  yet  soft  lenses  would  seem 
to  be  the  solution  to  the  visual  prob- 
lems of  some  35  million  Americans. 
Eyeglasses,  after  all,  are  a  clumsy 
protuberance,  while  soft  lenses  are 
tiny,  gelatinous  objects  that  hug  the 
eye  comfortably  and,  unlike  hard 
lenses,  neither  collect  dirt  nor  pop  out. 

The  doctors,  however,  have  no  spe- 
cial motive  to  broaden  the  market; 
not  if  it  means  lowering  their  prices. 
A  doctor  has,  after  all,  only  so  many 
hours  in  the  day  and  needs  time  for 
the  golf  course.  Dart,  by  contrast, 
knows  it  can  make  up  in  volume  what 
it  sacrifices  in  profit  margin  per  unit; 


moreover,  Dart  employs  opticians  who 
do  not  demand  the  kind  of  money 
optometrists  and  ophthalmologists 
have  come  to  expect. 

Thus  B&L  and  the  retail  opticians 
are  natural  allies.  Bausch  &  Lomb's 
profit  per  pair  is  the  same  whether  its 
product  is  fitted  by  an  optician  or  an 
optometrist  and  whether  the  ultimate 
consumer  pays  $300,  $200  or  $150 
per  pair.  By  law,  B&L  is  required  to 
charge  everybody  the  same  wholesale 
price.  But  at  $150  per  pair,  B&L 
would  obviously  sell  a  good  many 
more  lenses. 

In  all  this,  B&L  and  the  retailers  may 
soon  be  getting  some  help  from  Wash- 
ington. The  Federal  Trade  Commission 
is  proposing  a  rule  providing  that  op- 
tometrists and  ophthalmologists  be  re- 
quired to  provide  their  patients  with 
a  copy  of  their  prescription,  thus  giv- 
ing the  patient  an  option  of  buying 
his  lenses  from  an  optician.  The  com- 
mission also  has  proposed  a  rule  that 
would  allow  all  eye-care  specialists  to 
advertise  the  price  of  their  eye  ser- 
vices. Such  a  rule  would  be  in  tune 
with  the  present  mood  of  consumer- 
ism in  the  country. 

B&L  is  being  careful  not  to  antag- 
onize the  doctors,  its  original  custom- 
ers. But  it's  not  hard  to  guess  where 
its  sympathies  lie  these  days.  Com- 
plains Dr.  G.  Peter  Halberg,  president 
of  the  Contact  Lens  Association  of 
Ophthalmologists:  "I  wonder  whether 
Bausch  &  Lomb's  more  aggressive 
marketing  policy  eventually  aims  to 
circumvent  the  professionals  in  the 
contact  lens  field." 

Obviously,  what's  good  for  Bausch 
&  Lomb  may  not  be  what's  good  for 
the  doctors,  and  vice  versa.  ■ 


ICH'S 


Nice  Work  -  If  You  Can  Get  It 

Six  of  Bausch  &  Lomb's  top  executives  are  gathered 
for  lunch  at  the  brand-new  headquarters  overlooking 
downtown  Rochester,  N.Y.  The  talk  is  animated  until  a 
Forbes  reporter  asks  about  the  pricing  practices  of  eye- 
care  specialists.  There's  silence  around  the  table.  Final- 
ly, Chairman  Daniel  G.  Schuman  smiles  slightly,  but 
apparently  it's  not  a  topic  he  wants  to  discuss. 

Certainly  Bausch  &  Lomb  executives  are  aware  that 
the  medical  profession's  pricing  of  the  soft  lenses  has 
turned  off  the  consumer.  Of  course,  they're  not  willing 
to  say  as  much. 

But  they  don't  have  to  say  a  word.  Here  are  the  esti- 
mates of  Otto  Grote,  chairman  of  the  research  firm  Van 
Bergen  &  Co.:  In  the  hard-lens  business,  the  doctor 
pays  $25  for  a  pair  of  hard  contact  lenses.  He  charges 
his  patient  around  $175  for  the  lenses  and  his  services 
in  fitting  them.  The  doctor's  cumulative  fitting  time  per 
patient  for  the  hard  lens  averages  about  two  hours;  if 
you  deduct  the  cost  of  the  lenses  to  him,  the  doctor  av- 
erages $75  per  hour  for  his  time.  That's  very  good  mon- 
ey, but  the  fitting  takes  considerable  patience  and  skill, 
and  the  doctor  does  have  office  expenses. 


By  contrast,  the  doctor  pays  $75  for  a  pair  of  soft 
lenses  and  a  kit,  but  charges  his  patient  more  like 
$300,  including  the  fitting.  Yet  the  doctor  spends  con- 
siderably less  time  on  the  soft-lens  fitting— which  takes 
usually  a  total  of  one  half  hour.  That  means  a  doctor 
is  earning  $450  an  hour,  or  six  times  what  he  gets  for 
fitting  hard  lenses. 
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Garbage  Power 

Trash  into  energy  is  not  just  an  idea 
anymore;  it's  slowly  becoming  an  industry. 


In  Berne,  Switzerland  there  is  a 
plant  that  has  been  burning  200  met- 
ric tons  of  assorted  trash  a  day  since 
1954.  No  mere  incinerator,  it  converts 
the  heat  from  the  flames  to  steam,  hot 
water  and  electricity,  with  which  the 
practical  Swiss  heat  schools,  apart- 
ments, a  hospital,  a  railroad  station 
and  (almost  to  be  expected)  a  choco- 
late factory.  Today,  there  are  scores 
of  plants  much  like  it,  using  a  variety 
of  designs,  all  across  crowded,  land- 
tight  Europe  and  Japan. 

People  have  long  realized  that  it 
was  only  a  matter  of  time  before  some 
system  for  converting  garbage  into  en- 
ergy was  adopted  in  the  U.S.,  as  ex- 
isting landfill  sites  were  used  up. 
That  day  has  been  slow  in  coming 
because  of  high  costs  and  the  glacial 
pace  of  design  and  construction— it 
often  takes  seven  or  eight  years  to  get 
from  conception  to  startup.  But  now 
at  least  11  recovery  systems  are  in 
place  around  the  country.  Another 
eight  facilities  are  under  construction. 
At  least  50  other  cities  are  actively 


developing  plans  for  garbage-burning 
plants  that  will  help  solve  their  prob- 
lems and  probably  make  profits  for 
those  who  run  them. 

The  list  of  companies  that  have  al- 
ready jumped  into  this  business— de- 
veloping or  buying  the  specialized 
technologies  involved— reads  like  a 
partial  Who's  Who  of  U.S.  manufac- 
turing. Wheelabrator-Frye  is  among 
the  more  active  entries.  The  list  also 
includes  the  likes  of  Union  Carbide; 
UOP,  now  a  subsidiary  of  Signal  Oil 
Cos.;  Grumman  (which  has  the  li- 
cense to  a  German  design);  American 
Can,  whose  archly  named  Americolo- 
gy  division  has  just  completed  a  re- 
covery plant  in  Milwaukee;  Combus- 
tion Engineering,  angling  hard  for  a 
$100-million  contract  from  the  city  of 
Detroit;  Black  Clawson,  a  subsidiary 
of  Parsons  &  Whittemore;  Teledyne; 
Carborundum;  and  Raytheon.  There 
are  more,  and  the  big  names  will  not 
necessarily  be  among  the  ultimate 
winners;  Monsanto  recently  aban- 
doned a  demonstration  project  it  was 


in  the  process  of  building  in  Baltimore. 

To  get  the  idea  of  what's  involved, 
consider  the  largest  U.S.  facility  to 
date,  a  1,200-ton-per-day  behemoth 
in  Saugus,  Mass.,  seven  miles  north 
of  Boston,  that  opened  in  1975.  With- 
out the  $40-plus-milhon  plant,  Saugus 
and  ten  neighboring  communities  and 
two  districts  of  Boston  would  have 
been  looking  at  disposal  costs  of  $18 
a  ton  when  their  old  landfills  were 
exhausted. 

With  the  plant,  the  engineers  pro- 
jected, the  trash  could  generate  over 
$10  a  ton  in  revenues  from  selling 
steam  to  a  General  Electric  turbine 
plant  just  across  the  Saugus  River, 
and  a  little  sideline  income  from  sell- 
ing scrap  iron.  The  clean  ash,  less 
than  10%  of  the  original  trash's  vol- 
ume, may  yet  be  salable  as  fill  for 
roadbeds  and  other  construction. 
That,  plus  the  $13  a  ton  the  com- 
munities pay  to  have  their  garbage 
taken  off  their  hands,  has  been 
enough  to  make  the  plant  a  paying 
proposition  for  a  private  operator— in 
this  case  it  is  Wheelabrator-Frye  in  a 
joint  venture  with  M.  DeMatteo  Con- 
struction Co.,  the  owner  of  the  land 
on  which  the  plant  is  built. 

GE,  which  suggested  the  idea, 
benefits  because  the  steam  is  cheaper 
than  the  14  million  to  16  million  extra 
gallons  of  oil  it  would  otherwise  have 
to  buy  this  year;  the  towns  save  $5 


Mountain-Building:  Garbage  piling  up  in  landfills  contains  4,500  BTUs  of  heat  energy  per  pound,  a  third  that  of  coal. 
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Energy  Factory:  This  facility  in  Saugus,  Mass.  burns  trash  from  600,000  people  living  in  a  12-mile  radius.  It  produces 
steam  to  power  the  GE  plant  nearby.  The  telephoto  lens  used  conceals  the  existence  of  a  small  river  separating  them. 


a  ton  (and  Saugus  gets  to  collect 
property  taxes),  while  having  a  place 
to  dump  the  stuff;  and  Wheelabrator- 
Frye  is  in  a  very  nice  business. 

At  least  $5  billion  to  $6  billion 
worth  of  construction  is  now  in  view 
for  such  plants.  (Less  conservative  es- 
timates run  as  high  as  $9  billion.) 

How  best  to  finance  all  this?  One  of 
the  busier  financial  architects  is  Rob- 
ert Aldrich,  42,  a  vice  president  of 
White,  Weld  and  one  of  the  few  if 
not  the  only  active  chemical  engineers 
(Princeton,  class  of  '56)  in  a  munic- 
ipal finance  department  of  a  Wall 
Street  brokerage  firm.  He  is  a  solidly 
built,  owlish  man  given  to  drawing 
diagrams  on  scratch  paper  and  black- 
boards to  make  his  point  to  a  listener. 

Aldrich's  point  is  that  if  the  financ- 
ing is  structured  right,  the  Internal 
Revenue  Service  can  help  a  lot. 

"An  energy  recovery  facility  big 
enough  to  be  economical  can  vary 
widely  in  cost,  but  it  will  be  on  the 
order  of  magnitude  of  $60  million," 
he  begins,  scribbling.  He  has  to  raise 
his  voice  over  the  noise  from  the  mu- 
nicipal bond  trading  desk  just  outside 
his  office.  "That's  a  lot,  so  you  want 
the  cheapest  possible  financing, 
stretched  out   as   long   as  possible. 

"So  you  have  the  state— sometimes 
it's  the  county,  or  a  town— issue  tax- 
free  industrial  revenue  bonds,  with 
their  low  interest  rates,  backed  by 
the  income  of  the  facility."  Suddenly, 
things  quiet  down  and  he  can  lower 
his  voice.  "You  go  industrial  revenue, 
because  then  it  doesn't  affect  the 
state's  credit  rating. 

"Of  course,  you  need  to  find  a 


sure,  long-term  customer,  like  a  utili- 
ty, for  the  energy— that's  essential. 

"But  next  you  want  to  bring  in  a 
private  company  to  build  and  operate 
it.  They  have  the  technology,  and 
they  manage  more  efficiently.  We  fig- 
ure a  private  management  can  save 
5%  to  15%  over  public  managers,  even 
after  its  profit. 

"We  like  to  raise  80%  of  the  money 
with  the  bonds,  and  get  the  operator, 
the  private  company,  to  put  in  about 
20%  equity,  to  further  reduce  the  pub- 
lic cost. 

"We  do  the  investment  banking, 


format  satisfies  requirements  of  var- 
ious state  laws. 

"And  what  the  company  gets,"  he 
concludes  triumphantly,  "is  a  lucra- 
tive tax  shelter.  So  they  can  accept  a 
lower  rate  of  return  because  it's  all 
sheltered  by  depreciation  and  invest- 
ment tax  credit,  and  so  forth.  Of 
course,  the  plants  are  set  up  as  off- 
balance-sheet  joint  ventures,  so  as  not 
to  make  reported  earnings  look  bad. 
But  I  figure  the  present  value  of  all 
that  20  years  of  tax  shelter  is  equiva- 
lent to  30%  to  40%  of  the  total  capital 
structure,  and,  remember,  the  private 


. .  'I  figure  the  present  value  of  [the]  tax  shelter  is 
equivalent  to  30%  to  40%  of  the  total  capital  structure, 
and,  remember,  the  private  investment  is  only  about  20% ' . . ." 


of  course,  and  also  earn  consultant 
fees  in  the  design  phase."  That,  of 
course,  is  where  Aldrich's  chemical 
engineering  comes  in. 

His  scratch  pad  is  becoming  cov- 
ered with  fines,  so  he  starts  filling  in 
a  new  page. 

"The  other  reason  you  want  a  pri- 
vate company  is,  they  can  take  ad- 
vantage of  the  federal  tax  benefits, 
and  states  and  towns  can't.  So  the 
state  leases  the  plant  to  the  company 
over  the  life  of  the  bonds,  and  the 
rent  in  effect  covers  the  debt  service. 
At  the  end  of  the  20  years,  the  state 
guarantees  to  sell  the  plant  to  the 
company  for,  say,  $1.  That  way,  the 
IRS  is  satisfied  that  the  company 
'really'  owns  the  thing,  while  the  lease 


investment  was  only  about  20%." 

Not  surprisingly,  business  is  brisk 
for  Aldrich's  department  these  days; 
he  has  a  staff  of  11  and  the  phone 
rings  a  lot.  Garbage  may  not  be 
glamorous,  but  it  has  a  lot  of  people 
worried. 

White,  Weld's  current  client  list  in- 
cludes Seattle,  Wash.;  Portland,  Ore.; 
and  the  states  of  California  and  Ha- 
waii. Others,  like  Miami  and  Tampa, 
have  serious  plans  of  their  own  afoot. 
There  is  one  glaring  absence  in  Al- 
drich's count  of  active  cities,  though- 
New  York  City.  It  would  be  a  perfect 
customer,  he  observes  sadly,  if  only 
someone  were  willing  to  trust  it 
enough  to  make  a  20-year  financial 
commitment.  ■ 
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Many  businesses 
see  a  first  class  ticket  as 
a  prudent  investment. 


It  makes  sense.  There  you 
are  flying  off  to  close  an 
important  business  deal.  One 
that  involves  a  lot  more  money 
than  the  price  of  an  airline 
ticket.  So  if  flying  first  class  is 
going  to  put  you  in  the  best 
possible  shape  to  do  business, 
isn't  it  worth  the  extra  cost? 

Of  course  that  assumes 
your  first  class  ticket  is  going  to 
guarantee  you  first  class  ser- 
vice. But  if  you've  done  much 
flying,  you  Know  that  first  class 
means  different  things  to 
different  airlines. 

On  Swissair  we  can 
promise  that  you'll  get  every- 
thing you  paid  for.  The  first 
class  food.  The  first  class 
service.  The  total  ambiance. 
All  those  things  that  make  a 
first  class  flight  truly  first  class. 
To  us  a  ticket  is  a  contract,  and 
we  can't  do  any  less  than  fulfill 
our  part  of  the  bargain. 

On  Swissair  you  go  first  class  from  the 
moment  you  arrive  at  the  airport.  You  have  a 
separate  check-in  line.  A  larger  baggage 
allowance.  And  the  luxury  of  a  first  class  lounge 
in  the  United  States,  Canada  and  Switzerland  to 
wait  in. 

And  then  there's  the  flight.  Actually  it 
would  be  a  lot  more  accurate  if  we  renamed  our 
first  class  "Deluxe"  and  our 
economy  class  "First 
Class". 

Because  if  you've  ever 
stayed  in  a  Deluxe  Swiss 
hotel  then  you'll  have  a 
general  idea  of  what  our  Swissair  first  class 
section  is  like.  Your  fellow  passengers  will  be  the 
kind  of  people  you'd  probably  meet  at  a  Deluxe 
Swiss  hotel.  You'll  be  waited  on  by  stewards  and 
stewardesses  to  whom  service  is  a  tradition  and 


Iff 

Anyway  you  add  it  up,  it's  simply  good  business 
to  choose  Swissair  first  class. 

not  a  job.  People  who  know  when  you  need  to 
be  taken  care  of,  and  when  you  need  to  be  left 
alone.  And,  of  course,  you'll  be  served  the  best 
foods,  wines  and  liquors.  Recipes  prepared  in 
the  finest  Swiss  gourmet  style. 

And  you'll  get  off  the  plane  ready  to  take  on 
the  world.  Your  oaggage  will  be  among  the  first 
to  come  off.  And  you'll  be  rested  and  relaxed. 
Knowing  that  you  got  good  value  for  every  cent 
of  your  ticket. 

For  reservations  and  information  about 
Swissair's  747  or  DC-10  service  from  New  York, 
Boston,  Chicago,  Montreal  and  Toronto  see 
your  Travel  Agent,  corporate  travel  consultant  or 
local  Swissair  office. 


We  take  on  the  world's  most  demanding  business  travellers 


Crunch  In  The 
Caribbean— 
What  Hope  For 
These  Children? 

For  the  U.S.'  Caribbean  neighbors,  the  oil  crisis 
created  enormous  financial  difficulties. 
But  the  real  problem  is  more  basic  than  oil: 
In  these  sun-drenched,  sea-girt  islands, 
there  are  simply  too  many  people,  too  few 
jobs,  and  too  many  dazzling  expectations. 


By  JAMES  COOK 

At  the  very  moment  when  the  U.S. 
is  moving  toward  restoring  relations 
with  Cuba,  it  is  faced  with  the  pos- 
sible eruption  of  a  half-dozen  other 
Cubas  in  its  own  Caribbean  back- 
yard. You  can  blame  two  factors:  the 
worldwide  reduction  in  infant  mortal- 
ity that  has  sent  populations  soaring; 
the  action  of  the  oil  barons  of  the 
Organization  of  Petroleum  Exporting 
Countries  in  quadrupling  the  price  of 
oil.  The  former  is  a  slow-growing,  sim- 
mering kind  of  problem.  The  latter 
hit  with  all  the  impact  of  a  Caribbean 
hurricane. 

Jamaica's  wily,  sophisticated  prime 
minister,  Michael  Manley,  likes  to  use 
a  folk  parable  to  describe  the  petro- 
situation.  Jamaica,  he  says,  is  like  the 
yam  farmer  who  used  to  get  two 
pounds  of  salt  fish  in  exchange  for 
ten  pounds  of  yams.  Now  he  gets  only- 
one  pound  of  fish  for  the  yams.  How 
can  a  man  live  on  one  pound  of  fish? 
So  he  borrows  to  buy  the  extra  pound. 
Pretty  soon  no  one  will  lend  anything 
to  him.  So  he  goes  without  fish. 

In  Mauley's  parable,  the  yams  stand 
for  almost  everything  Jamaica  pro- 
duces these  days— bauxite,  sugar,  ba- 
nanas, tourism.  The  salt  fish  stand 
for  just  about  everything  Jamaica  im- 
ports—from cornflakes  and  drugs  to 
automobiles  and  toothpaste.  The  par- 
allel is  exact.  Between  1973  and  1976, 


when  the  value  of  Jamaica's  imports 
rose  by  over  $186  million,  the  value 
of  Jamaica's  exports  rose  by  only  $152 
million.  As  the  island  nation  struggled 
to  keep  going,  Jamaica's  external  debt 
rose  by  over  $260  million. 

This  economically  intolerable  situa- 
tion is  pushing  most  of  the  Caribbean 
to  the  left— in  the  direction  Cuba  has 
taken.  Not  because  the  left  offers  any 
easy  answers,  but  because  it  is  the 
path  of  least  resistance  for  the  ruling 
politicians.  Faced  with  this  situation, 
the  Carter  Administration  may  have  a 
difficult  choice:  to  give  strong  fi- 
nancial support  to  these  still  fairly 
moderate  regimes  or  leave  them  to 
their  fates. 

Manley's  parable  applies  to  most  of 
the  countries  in  and  around  the  Carib- 
bean these  days:  The  yam-to-fish  ra- 
tio has  changed  for  the  worse  and 
probably  permanently.  This  applies  to 
the  former  Dutch,  French  and  British 
colonies  in  the  islands  and  on  the 
mainland  of  South  America,  and  to 
long-independent  Haiti  and  the  Do- 
minican Bepublic  on  the  island  of  His- 
paniola.  Jamaica  lives  on  bauxite  and 
the  tourist  business;  Barbados  and 
the  other  small  islands  on  sugar  and 
tourism;  Guyana  and  Surinam  on 
bauxite,  sugar  and  rice;  the  Domini- 
can Bepublic  on  sugar,  nickel  and 
coffee;  Trinidad  on  sugar  and  oil;  and 
poor,  beautiful  Haiti  lives  on  what- 
ever it  can. 


The  fundamental  problem  of  the 
Caribbean— and  most  other  poor  coun- 
tries—is this:  They  are  largely  outside 
of  the  world  "recycling"  process.  The 
U.S.,  Japan  and  Western  Europe  may 
lose  money  to  the  OPEC  nations 
through  higher  prices,  but  they  gain 
it  back  in  the  form  of  investment  or 
from  the  higher  prices  they  them- 
selves charge  for  the  goods  they  ex- 
port. But  the  poor  countries  have  lit- 
tle to  sell  to  the  OPEC  nations  and 
little  to  attract  OPEC  investment. 
What  fhey  do  have  to  sell— sugar,  cof- 
fee, bauxite— is  subject  to  wild  price 
fluctuations.  Take  sugar:  The  world 
price  went  from  21  cents  a  pound  to 
45  cents  in  1974,  and  now  runs 
around  10  cents.  The  result  was,  when 
oil  sent  import  bills  soaring,  export 
income  failed  to  keep  pace. 

One  consequence  has  been  that  the 
Caribbean  has  imported  inflation 
without  being  able  to  export  any  of 
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Futureworld?  In  a  village  north  of  Port-au-Prince  in  Haiti,  a  group  of  children  sit  waiting  to  be  fed. 


it— as  the  U.S.  has  done.  Recent  wage 
settlements  in  Jamaica  have  run  to 
60%  and  better.  One  cabinet  minister 
tells  with  outrage  how  a  26-year-old 
engineer,  only  five  years  out  of  col- 
lege, got  a  job  this  winter  at  $44,000. 
This  way  spells  runaway  inflation. 

Meanwhile,  to  maintain  their  stan- 
dard of  living— to  continue  buying  salt 
fish,  in  Manley's  words— the  Caribbean 
islands  had  to  overspend  their  income. 
The  result  was  that  capital  that  might 
otherwise  have  gone  into  development 
began  going  into  financing  their 
mounting  trade  deficits.  The  oil  crisis, 
Michael  Manley  announced,  "is  the 
greatest  challenge  the  Jamaican  peo- 
ple have  faced  in  the  20th  century." 
And  not  just  the  Jamaican  people; 
that  goes  for  the  peoples  of  the  en- 
tire developing  world. 

The  bauxite-producing  countries- 
Jamaica,  Guyana,  Haiti,  the  Domini- 
can Republic  and  Surinam— managed 


to  offset  a  part  of  the  oil  price  in- 
crease with  higher  taxes  on  bauxite. 
At  the  same  time,  the  price  of  sugar 
—the  Caribbean's  single  most  impor- 
tant export  commodity— soared  to  un- 
precedented levels.  But  the  reprieve 
was  only  temporary.  Bauxite  demand 
slackened,  sugar  prices  collapsed, 
drought  and  storms  sent  agricultural 
production  reeling,  the  recession  kept 
even  the  tourists  out  of  the  sun.  By 
1975,  most  of  the  Caribbean  coun- 
tries were  in  visible  financial  trouble. 

Guyana,  with  a  population  of 
800,000  and  a  gross  domestic  prod- 
uct of  roughly  $500  million,  piled  up 
a  massive  $100  million  balance-of- 
payments  deficit  in  1976,  and  early 
this  year  virtually  exhausted  the  for- 
eign exchange  it  needed  to  support 
its  imports.  Jamaica's  foreign  ex- 
change reserves  plunged  over  $200 
million  into  the  red,  and  some  bank- 
ers began  to  worry  that  it  would  de- 


fault on  its  external  debt,  or  at  least 
have  to  reschedule  it. 

Even  Barbados— one  of  the  most  fis- 
cally conservative  states  in  the  area- 
was  forced  early  this  year  to  turn  to 
the  International  Monetary  Fund  for 
the  first  time  in  history  to  finance  its 
trade  deficit.  The  smaller  islands— 
Anguilla,  Dominica,  St.  Kitts-Nevis, 
Grenada  and  so  on— were  even  more 
hard-pressed.  Only  Haiti,  which  im- 
ports practically  no  oil,  and  Trinidad, 
which  produces  oil  of  its  own,  have 
been  thus  far  immune,  and  Haiti 
lives  such  a  marginal  existence  that 
economic  yardsticks  are  irrelevant. 

The  world's  bankers  have  boasted 
again  and  again  of  the  skill  with 
which  the  international  banking  sys- 
tem recycles  the  tremendous  sums  of 
money  that  have  flooded  into  the  oil- 
producing  countries  after  1973.  But 
the  recycling  has  been  lopsided.  The 
OPEC  states  in  a  single  year  acquired 


FORBES,  MAY  1,  1977 


33 


/  » 

/   £>  ANTIGUA 


BELIZE 


JAMAICA 

o 

The  Caribbean  Community 

The  economic  squeeze  in  the  Caribbean  affects  not 
just  island  economies,  but  countries  like  Belize,  in 
Central  America,  and  Guyana  and  Surinam,  on  the 
coast  of  South  America,  that  share  a  com- 
mon heritage  and  common  outlook.  At 
right  are  the  six  largest  Caribbean  econ 
omies.  As  the  disparities  in  per-cap 
ita  CNP  suggest,  size  alone  will 
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surpluses  of  over  $60  billion,  and  the 
banking  system  efficiently  recycled 
them— back  into  the  developed  world. 
In  the  poorer  countries,  where  the 
trade  deficit  soared  from  $8.5  billion 
in  1973  to  $41  billion  in  1976,  there 
were  no  compensating  capital  flows. 
So  these  poorer  countries  had  no 
choice  but  to  borrow— not  to  develop, 
but  to  live. 

In  response,  Jamaica  and  most  of 
the  other  countries  in  the  Caribbean 
have  moved  noisily  to  the  left.  Ed- 
ucated in  Britain's  liberal  economic 
tradition,  politicians  like  Manley  and 
Guyana's  Prime  Minister  Forbes 
Burnham  had  always  favored  social- 
ist rhetoric  anyway,  but  after  1973 
they  began  moving  away  from  capi- 
talism and  the  free  market  system.  Ja- 
maica firmly  resisted  the  currency  de- 
valuation conventional  economics 
w  ould  have  dictated  to  solve  its  prob- 
lems. "If  you  undertook  to  do  that," 
says  Finance  Minister  David  Coore, 
"you  would  foment  such  a  degree  of 
social  unrest  that  we  didn't  see  that 
that  prescription  would  work."  Says 
Guyana's  Finance  Minister  Frank 
Hope:  "A  reliance  on  the  free  market 
system  would  not  only  destroy  the 
country,  it  would  put  us  in  a  position 
where  people  can  in  fact  rebel." 

The  movement  to  the  left,  then,  is 
less  a  matter  of  capitalism's  failing 
than  it  is  of  these  countries'  devising 
ways  to  get  people  to  accept  a  lower 
standard  of  living.  In  a  free  society 
this  is  difficult;  voters  would  throw 
the  politicians  out.  The  rhetoric  of  so- 
cialism, however,  permits  a  govern- 
ment to  demand  sacrifices  in  the  name 


of  building  a  socialist  society.  In  this 
sense,  socialism— not  religion— is  the 
opiate  of  the  people.  It  offers,  not  a 
better  life,  but  a  more  acceptable 
means  of  coercing  people  into  accept- 
ing bitter  necessity. 

The  socialist  rhetoric  itself  is  noth- 
ing new.  What  is  new  is  the  increas- 
ing move  toward  a  socialist  reality 
in  the  Caribbean.  Even  in  Trinidad 
and  Barbados— where  last  fall's  elec- 
tions put  ostensibly  moderate  govern- 
ments in  power— the  result  was  to 
strengthen  the  leftist  leanings  of  the 
opposition  and  could  conceivably 
draw  even  the  incumbents  further  to 
the  left.  In  Surinam  and  the  smaller 
islands— Grenada,  Dominica  and  St. 
Vincent— leftist  presence  is  vocal.  In 
the  circumstances,  the  seeming  para- 
noia of  some  recent  journalism  (for 
example,  Newsweek,  Feb.  28,  1977) 
in  alleging  an  emerging  Marxist-Len- 
inist Cuba-Jamaica-Guyana  axis  does 
not  seem  entirely  unfounded. 

In  Jamaica,  Manley  began  by  na- 
tionalizing Jamaica's  utilities  (bus, 
telephone,  electric  power  systems ) . 
then  turned  his  attention  to  other  es- 
sential industries  (bauxite,  cement, 
banking,  radio ) .  Even  as  Jamaica's 
economic  problems  worsened,  Man- 
ley  began  to  funnel  more  and  more 
of  Jamaica's  resources  into  social  ser- 
vices (free  education,  land  reform, 
housing,  hospitals,  family  planning 
and  so  on)  and  then  to  impose  rigid 
controls  on  Jamaica's  reeling  economy 
I  import  controls,  exchange  controls, 
income  taxes  that  fell  heavily  on  Ja- 
maica's rich  and  on  the  middle  class). 

To  curb  Jamaica's  rising  violence, 


Manley  established  the  so-called  Gun 
Court  that  permitted  anyone  caught 
carrying  illegal  firearms  to  be  sen- 
tenced, without  a  jury  trial,  to  life 
imprisonment.  More  recently,  he  an- 
nounced a  plan  to  create  a  home 
guard  to  supplement  Jamaica's  police 
force.  Critics  are  inclined  to  see  these 
moves  as  the  first  steps  toward  the 
imposition  of  totalitarian  controls. 

In  the  end,  would  it  really  make 
much  difference  if  Jamaica,  or  the 
whole  Caribbean  for  that  matter, 
went  communist?  In  economic  terms, 
the  region  remains  something  of  a 
backwater.  Including  Cuba,  the  Ca- 
ribbean has  a  population  of  not 
much  more  than  20  million  spread 
across  a  sea,  one-third  the  size  of  the 
continental  U.S.,  that  extends  from 
Belize  to  Surinam,  from  Curacao  to 
St.  Kitts-Nevis.  All  told,  the  20  states 
and  territories  that  make  up  the  le- 
gion have  an  annual  gross  domestic 
product  of  no  more  than  $20  billion 
-five  days'  GDP  for  the  U.S. 

Would  a  socialist  Caribbean  come 
under  Soviet  domination?  Where  the 
Soviets  can  win  a  cheap  victory,  as  in 
Angola,  they  will  unquestionably  do 
so— but  more  Cubas?  Cuba  now  costs 
the  hard-pressed  Soviet  economy  $1 
billion  a  year.  Moscow  does  not  want 
any  more  Cubas— witness  its  aban- 
donment of  the  Allende  regime  in 
Chile.  In  any  case,  as  one  U.S.  dip- 
lomat puts  it:  "The  Soviets  already 
have  an  outpost  in  the  Caribbean  and 
a  few  more  aren't  likely  to  make  much 
difference." 

There  are,  however,  other  dangers. 
One  such  is  that  the  U.S.'  emotional 
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and  economic  stake  in  the  islands  may 
lead  to  pressure  for  Washington  "to 
do  something"  about  the  drift  to  the 
left,  as  it  did  to  its  sorrow  in  Cuba. 
After  all,  the  U.S.  stake  is  not  insig- 
nificant: U.S.  exports  to  the  Carib- 
bean come  to  a  good  $2  billion  a 
year;  imports  to  some  $5  billion.  U.S. 
firms  have  invested  maybe  $4  billion 
over  the  years.  Thousands  of  Ameri- 
cans own  property  there,  and  U.S. 
tourists  leave  hundreds  of  millions  be- 
hind when  they  visit  every  year. 

What  matters  far  more  is  that  the 
Caribbean  provides  the  U.S.  with  60% 
of  its  bauxite  and  alumina  require- 
ments and  so  forms  the  base  of  the 
$13-billion  U.S.  aluminum  industry. 
Even  more  important,  the  giant  ex- 
port refineries  maintained  by  Texaco 
in  Trinidad,  Shell  and  Exxon  in  the 
Netherlands  Antilles,  and  Borco  in  the 
Bahamas,  provide  a  good  12%  of  total 
U.S.  oil  imports,  and,  more  important, 
close  to  40%  of  our  imports  of  gasoline 
and  fuel  oil.  So,  the  temptation  for 
the  U.S.  to  interfere  is  going  to 
be  strong. 

The  Wealth  Of  Nations? 

That  these  Caribbean  countries 
have  severe  problems  is  hardly  new. 
But  the  oil  crisis  raises  questions  of 
whether  the  economies  of  the  emerg- 
ing countries  are  really  viable.  For 
200  years  most  were  colonies  of  Brit- 
ain, France  and  the  Netherlands,  and 
when  the  colonial  period  ended  after 
World  War  II,  the  mother  countries 
kept  the  islands  going.  They  poured  in 
capital  they  could  not  afford,  ab- 
sorbed the  immigration  they  did  not 


want.  This  is  one  reason  why,  as  is- 
land after  island  agitated  for  indepen- 
dence, they  got  it  without  much  re- 
sistance. And  why  in  the  French  out- 
posts—Guadeloupe and  Martinique- 
even  the  Communist  Party  has  op- 
posed independence:  These  countries 
cannot  hope  to  prosper  on  their  own. 

As  independent  countries,  their 
once-vibrant  agricultural  economies 
are  stagnant  and  inefficient,  their 
tourist  economies  are  unstable  and 
psychologically  degrading,  and  their 
industrial  economies  are  too  small  to 
achieve  significant  economies  of  scale. 
Worst  of  all,  they  have  virtually  no 
control  over  their  economic  destiny. 
They  can  survive  only  through  trade 
with  the  industrial  world;  yet  the 
prices  they  get  for  their  bauxite  and 
nickel,  sugar  and  rice— like  the  prices 
they  pay  for  their  imports— are  set, 
not  by  the  dynamics  of  their  own 
economies,  but  by  those  of  the  larger 
economies  they  serve. 

The  prospects  might  be  consider- 
ably less  grim  if  so  much  of  the  popu- 
lation were  not  unemployed.  Right 
after  the  war,  DDT  insecticides  final- 
ly wiped  out  malaria  and  yellow  fe- 
ver, and  infant  mortality  dropped 
sharply.  Until  then  death  and  disease 
had  provided  a  grim  but  efficient 
population  control.  Now  the  popula- 
tion boomed.  By  the  early  Sixties 
thousands  of  young  people  for  whom 
no  jobs  could  be  found  were  moving 


into  the  labor  force  every  year. 

With  the  highest  population  density 
of  any  country  in  the  Caribbean, 
Barbados  pointed  the  way  out  by 
subsidizing  birth-control  programs 
and  encouraging  emigration.  The  pro- 
grams have  been  so  successful  that 
Barbados'  population  has  held  stable 
for  some  years  now.  But  with  Britain 
and  Canada  tightening  their  immigra- 
tion policies  in  recent  years,  the  popu- 
lation pressures  are  beginning  to  build 
again.  "We  cannot  generate  enough 
job  opportunities  to  take  care  of  the 
demand,"  says  Barbados  Deputy 
Prime  Minister  Bernard  St.  John. 

The  Caribbean  tolerates  levels  of 
unemployment  that  would  bring  down 
governments  in  most  of  the  industrial 
countries.  Jamaica's  unemployment 
rate  runs  around  27%,  Trinidad's 
around  15%,  the  Dominican  Republic's 
and  Barbados'  20%,  Guyana's  close  to 
15%  (though  official  figures  put  it  at 
7%).  Such  figures  do  not  even  touch 
on  the  probably  equivalent  propor- 


tions of  the  population  that  are  un- 
deremployed. Still,  except  maybe  in 
Haiti,  nobody  starves.  The  climate  is 
benign,  and  the  extended  family  pat- 
tern of  the  islands  goes  a  long  way 
toward  spreading  around  whatever 
income  there  is.  But  the  explosive  po- 
tential is  there  and  growing.  Depend- 
ing upon  the  country,  50%  and  more 
of  the  population  is  likely  to  be  under 
the  age  of  25,  and  close  to  half  of 
that  is  likely  to  be  unemployed. 

The  trouble  with  free  societies  is 
that  they  will  not  long  sit  still  under 
such  stress.  But  what  can  be  done 
about  it?  Very  little,  and  so  the  temp- 
tation is  strong  for  ambitious  politi- 
cians to  hoist  the  banners  of  social- 
ism—as an  excuse  to  force  people  to 
accept  their  lot  in  the  name  of  a  bet- 
ter future  that  may  never  come. 

Jamaica  turned  out  17,000  high 
school  graduates  last  year,  and  12,500 
are  still  unemployed.  "These  young- 
sters are  literate,  articulate  and  they 
can't  get  jobs,"  says  one  Jamaican. 
"It's  an  explosive  situation."  And  not 
just  potentially.  In  the  early  Seventies, 
Trinidad  and  Curacao  were  rocked  by 
the  rioting  unemployed.  Read  the 
newspapers:  Most  terrorists  are  not 
people  from  the  rural  poor,  but  edu- 
cated people  who  have  turned  against 
the  system. 

From  the  time  slavery  was  abol- 
ished in  the  British  Caribbean  in 
1834,  the  educated  unemployed  have 


tended  to  disappear  into  the  civil  ser- 
vice. But  the  already  swollen  govern- 
ment bureaucracies  can  no  longer  ab- 
sorb unemployment  of  this  magnitude. 
Jamaica,  Trinidad  and  Guyana,  as 
a  result,  have  launched  WPA-style 
make-work  projects  to  put  some  of 
its  unemployed  to  work— sweeping 
streets,  cleaning  gutters  and  so  on. 
Such  projects  defuse  the  political  ex- 
plosiveness  of  the  situation,  but  they 
are  costly  and  do  little  to  solve  the 
problem.  The  hard  truth  is  that  the 
real  wealth  of  a  society  lies  not  in  its 
natural  resources  but  in  its  ability  to 
employ  its  people  productively.  The 
satellite  economies  of  the  underde- 
veloped world  are  unable  to  generate 
that  kind  of  wealth. 

Even  natural  resources,  as  Trinidad 
and  Jamaica  have  discovered,  are  a 
mixed  advantage.  They  tend  to  gen- 
erate foreign  exchange,  not  jobs,  and 
what  jobs  they  do  produce  tend  to 
push  up  wages  elsewhere  in  the  econ- 
omy so  that  agricultural  production. 


". . .  'The  Soviets  already  have  one  outpost  in  the 
Caribbean,  in  Cuba/  one  U.S.  diplomat  observes. 
'A  few  more  aren't  likely  to  make  much  difference' . . ." 
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in  particular,  tends  to  become  uncom- 
petitive. Jamaica's  cost  of  sugar  pro- 
duction now  run  at  twice  the  world 
price.  Jamaica's  best  hope  of  becom- 
ing competitive*  as  well  as  Trinidad's, 
is  to  mechanize  its  sugar  production. 
But  modern  agriculture  is  not  labor 
intensive,  and  mechanization  would 
throw  even  greater  numbers  of  peo- 
ple on  the  labor  market.  Barbados 
mechanized  much  of  its  agriculture 
and  in  the  process  reduced  its  em- 
ployment by  10,000  workers— work- 
ers it  had  to  absorb  elsewhere. 

One  big  employment  potential,  of 
course,  lies  in  the  growth  of  the  tour- 
ist trade,  provided  people  do  not  balk 
at  becoming  waiters,  busboys  and 
chambermaids.  The  tourist  business, 
however,  is  extremely  volatile,  subject 
to  fads  and  recessions.  Moreover,  in 
the  Caribbean,  tourism  is  less  of  a 
source  of  foreign  exchange  than  it 
might  seem,  since  so  many  goods  must 
be  imported  to  support  tourists'  needs 
—from  whiskey  and  wheat  flour  to 
Kleenex  and  razor  blades. 

Even  worse,  leftist  politics  and  cap- 
italist tourists  do  not  always  mix. 
"People  follow  their  leaders  very 
quickly,"  says  one  Jamaican.  "You  start 
saying  things  that  are  antagonistic  to 
capitalism,  and  you  identify  tour- 
ists with  capitalism,  and  it  trickles 
down  quickly.  People  react."  In  Ja- 
maica, as  in  the  Bahamas,  the  Virgin 
Islands,  Bermuda  and  elsewhere,  the 
reactions  have  been  so  antagonistic 
that  tourists  have  often  preferred  to 
go  somewhere  else,  with  the  result 
that  over  the  past  two  years  Jamai- 
ca's tourist  traffic  has  dropped  nearly 
20%.  The  hotel  occupancy  rate  has 
plunged  as  low  as  18%  and  business 
has  been  so  bad  the  Playboy  Resort 
at  Ocho  Rios  shut  down  last  March. 

Because  of  the  relatively  low  cost 
of  Caribbean  labor,  light  manufactur- 


Relations:  Cuba's  Castro  has  caught 
the  Caribbean  imagination.  "Our  re- 
lationship with  Cuba,"  says  Jamaica's 
Prime  Minister  Michael  Manley 
(below),  "is  not  significant.  What 
is  significant  is  our  relationship  to  the 
Third  World,  of  which  Cuba  is  a  part." 


ing— textiles,  electronics  assembly,  gar- 
ment manufacture— obviously  offered 
at  least  a  partial  solution  to  the  labor 
problem  and  a  means  of  developing 
much-needed  industrial  skills  as  well. 
But  industries  were  easier  to  attract 
than  to  hold.  "They  came  for  the  tax 
holiday,"  is  the  way  one  Trinidadian 
puts  it,  "and  when  the  holiday  was 
over,  they  went  somewhere  else." 

Yet  despite  the  advantage  of  its  lo- 
cation close  to  the  U.S.  market,  the 
Caribbean  has  never  been  able  to  at- 
tract manufacturers  in  the  volume  that 
Korea  or  Taiwan  have.  Except  in 
Haiti,  labor  costs  are  too  high,  and 
the  labor  unions  have  all  the  disrup- 
tive patterns  of  the  British  unions  that 
fostered  them.  Worst  of  all,  the  work 


ethic  has  never  been  at  home  in  the 
Caribbean.  Productivity  is  low  and 
seems  to  decline  every  year.  A  Haitian 
proverb  suggests  the  problem:  "If 
work  were  worth  anything,  the  rich 
would  already  have  grabbed  it." 

Concedes  Jamaica's  Finance  Min- 
ister Coore:  "Our  trade  unions  take 
their  patterns  of  expectations  not  from 
a  realistic  assessment  of  what  the  lo- 
cal economy  can  produce,  but 
from  what  they  see  happening  in  oth- 
er countries.  The  day  comes  when 
productivity  is  still  low,  but  the  cheap 
labor  is  gone,  and  so  is  the  incentive 
for  investment  to  come  in." 

As  Coore  sees  it,  and  as  many  peo- 
ple have  come  to  see  it  in  the  Ca- 
ribbean these  days,  the  solution  to 
the  region's  problems  is  not  indus- 
trialization but  agricultural  self-suffi- 
ciency and  production  for  the  export 
market.  Why,  he  asks,  should  the  Ca- 
ribbean import  white  potatoes  from 
Idaho  when  it  can  grow  yams  or  ca- 
sabas?  Why  should  Trinidad  and  Ja- 
maica import  a  large  part  of  the  food 
they  consume  when  they  have  plenty 
of  rich  and  unproductive  land  that 
could  be  developed  to  meet  their  own 
needs  and  those  of  other  countries? 
Jamaica  at  least  has  launched  an 
ambitious  land-reform  program  de- 
signed to  put  additional  land  into  pro- 
duction. One-fourth  of  the  farmland 
is  owned  by  only  3,000  people,  most 
of  whom  do  not  utilize  it. 

Again,  however,  the  basic  attitude 
toward  work  is  a  hindrance  to  agri- 
cultural development;  people  in  the 
Caribbean  have  the  same  disdain  for 
backbending  work  as  people  do  in  the 
U.S.,  but  without  the  U.S.'s  wealth  to 
justify  it.  "From  the  time  they  can 
understand,"  one  Trinidadian  ex- 
plains, "people  tell  their  children  to 
get  off  the  land.  Get  out,  from  the 
Day  One.  Now  those  kids  are  14,  15, 
16,  and  you  can  talk  till  you're  blue 
in  the  face  about  going  to  work  on 
the  land,  and  they  say,  'No  way!' " 
In  Trinidad,  for  instance,  agriculture 
employment  is  off  25%  since  1971. 

In  Jamaica  the  alternatives  to  ag- 
riculture look  a  good  deal  less  prom- 
ising these  days.  Jamaica  has  already 
gravely  damaged  its  tourist  industry, 
and  it's  far  from  clear  whether  that 
damage  can  be  undone.  It  may  have 
done  even  more  to  damage  its  indus- 
trial potential.  Jamaica's  OPEC-style 
bauxite  levy  brought  in  $455  million 
in  three  years,  with  another  $200  mil- 
lion in  prospect  every  year  in  the 
years  ahead.  "There's  no  way  we'd 
have  attracted  that  much  investment," 
argues  Carlton  Davis,  head  of  Ja- 
maica's Bauxite  Institute. 

The  levy,  however,  served  mainly 
to  offset  the  higher  cost  of  oil,  and  as 
essential  as  it  may  be,  it's  hardly  a 
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No  Place  To  Hide 

"The  Abu  Dhabi  of  the  Antilles"— says  a  London  banker. 

"The  Singapore  of  the  Caribbean"— says  the  U.S. 
Ambassador. 

"The  Saudi  Arabia  of  the  Caribbean"— says  the  gov- 
ernment's propaganda. 

Only  a  few  years  ago,  the  Republic  of  Trinidad  and 
Tobago  looked  like  one  of  the  worst  trouble  spots  in 
the  Caribbean.  Its  oil-  and  sugar-based  economy  had 
stagnated,  and  its  complicated  racial  politics  (blacks, 
East  Indians  and  others)  had  thrown  up  first  a  Black 
Power  movement  and  then  an  activist  labor  movement 
that  threatened  to  tear  the  country  apart. 

The  triumph  of  the  Organization  of  Petroleum  Ex- 
porting Countries  changed  all  that.  Though  Iraq  had 
vetoed  its  application  for  membership  in  OPEC,  Trini- 
dad raised  its  oil  prices  in  late  1973  just  as  sharply  as 
everyone  else.  Overnight  its  balance  of  trade  swung 
into  surplus  for  the  first  time  in  history,  while  the  gov- 
ernment's oil  take  rose  from  $54  million  in  1973  to 
$345  million  in  1974  and  $507  million  last  year.  That's 
nothing  beside  Abu  Dhabi's  $7.4  billion,  but  spread 
over  a  population  of  just  over  1  million,  it  comes  to  a 
very  comfortable  $500  per  capita— about  as  much 
as  Haiti  and  Guyana  manage  to  earn  from  their  whole 
economies.  Thanks  to  OPEC,  Trinidad  and  Tobago 
has  become  one  of  the  most  prosperous  states  in 
the  Caribbean. 


Biack  Power:  In  1970  it  sparked  riots  in  Trinidad's 
streets,  but  died  out  for  lack  of  political  focus. 


Alas,  Trinidad  still  suffers  from  a  high  unemployment 
rate— 15%.  And  that  rate  seems  intractable.  "Trinidad 
is  an  enigma,"  says  Frank  Barsotti,  Permanent  Secre- 
tary of  the  Ministry  of  Finance.  "Our  growth  has  not 
been  accompanied  by  any  dip  in  unemployment."  Enig- 
ma is  perhaps  the  wrong  word.  The  real  problem  is 
that  the  population  explosion  is  pouring  young  work- 
ers into  the  marketplace  faster  than  Trinidad's  bustling 
economy  can  absorb  them. 

To  its  credit,  the  government  is  proceeding  cau- 
tiously in  dealing  with  the  problem,  rather  than  in  a 
state  of  panic.  It  hasn't  yet  pumped  much  of  the  oil 
money  back  into  the  economy.  Instead  it  has  set  up  a 
series  of  development  funds  worth  over  $1  billion  cur- 
rently—education, food,  highways,  drainage,  transport, 
and  so  on— which  it  intends  to  draw  on  as  its  develop- 
ment plans  mature.  The  most  ambitious  scheme  in  the 
works  is  a  $3.5-billion  energy-based  complex  at  Point 
Lisas,  the  one  that  could  one  day  turn  Trinidad  into 
the  Singapore  of  the  Caribbean.  Trinidad  already 
boasts  one  of  the  world's  largest  oil-refinery  complexes 
—Texaco  Trinidad,  which  the  government  is  planning 
to  take  over.  The  new  Port  Lisas  complex  will  exploit 
Trinidad's  still  largely  untapped  natural  gas  reserves. 
It  will  include  a  pair  of  fertilizer  plants,  one  in  part- 
nership with  W.R.  Grace  to  be  completed  this  year 
and  another  just  getting  under  way  with  Amoco. 
Among  other  things,  there  will  be  a  direct-reduction 
steel  mill  and  rolling  mill  (in  partnership  with  Ger- 
many's Korf  Industries),  an  aluminum  smelter  (with 
Guyana  and  Jamaica),  a  polyester  fiber  plant,  a  furfural 
plant  and,  eventually,  perhaps  a  liquefied  natural  gas 
plant  as  well. 

In  part,  the  Point  Lisas  project  is  insurance  against 
the  day  when  Trinidad's  oil  and  gas  run  out.  For  what- 
ever hyperbole  its  admirers  are  committed  to,  Trinidad 
is  no  Abu  Dhabi.  Its  oil  production— now  225,000 
barrels  a  day— has  been  rising  ever  since  Amoco  got 
its  promising  offshore  discoveries  into  production  four 
years  ago.  And  more  such  discoveries  may  be  forth- 
coming. But  Trinidad's  oil  riches  are  nonetheless  lim- 
ited. It  has  reserves  of  only  700  million  barrels,  enough 
to  last  ten  years  at  current  rates  of  production.  And 
ten  years  is  not  very  much  time  for  Trinidad  to  make 
very  much  headway  against  unemployment. 

Nobody  pretends  that  even  Trinidad's  Point  Lisas 
project  will  help  much  to  create  long-term  employment. 
It  will  absorb  a  considerable  amount  of  construction 
labor,  both  for  the  project  itself  and  for  the  roads, 
housing  and  so  on  that  will  serve  it.  But  when  the 
construction  phase  ends,  unemployment  will  be  as  per- 
vasive a  problem  as  ever.  In  the  end,  Trinidad  has 
vague  hopes  that  the  various  industrial  components 
will  stimulate  satellite  industries  that  will  themselves 
be  labor  intensive— metal-working,  plastics,  textiles,  gar- 
ment manufacture.  "We  have  found  ourselves  with  mon- 
ey," says  Barsotti  helplessly,  "with  money,  with  projects 
and  so  on,  and  unable  to  generate  the  job  oppor- 
tunities the  country  needs." 

Talk  to  Trinidad  politicians,  and  you  get  the  im- 
pression that  they  don't  really  know  what  to  do  about 
the  problem.  They  just  wish  it  would  go  away. 

But  it's  not  likely  to  go  away.  "If  they  don't  work 
out  this  unemployment  problem,"  one  local  business- 
man says,  "the  common  people  are  going  to  start  say- 
ing, 'What  the  hell  does  it  mean  to  be  a  citizen 
of  a  rich  country?  Where  is  my  share?'  It's  more  ac- 
ceptable to  be  poor  in  a  poor  country." 
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productive  investment.  Bauxite  was 
the  capital  base  on  which  Jamaica's 
boom  in  the  Sixties  and  Seventies  de- 
pended, and  Jamaica's  bauxite  levy 
makes  its  bauxite  just  about  the  high- 
est-cost commercial  bauxite  in  the 
world,  too  high  cost,  conceivably,  to 
attract  additional  investment. 

Even  worse,  because  of  the  Jamai- 
can government's  efforts  to  seize  "the 
commanding  heights  of  the  economy," 
investors  have  come  to  feel  that  pri- 
vate capital  is  no  longer  welcome 
in  the  country— and  that  may  do  Ja- 
maica as  much  damage  as  the  $200- 
million  tribute  it  pays  to  OPEC  every 
year.  If  the  government  is  right  in 
maintaining  that  5%  of  the  population 
has  controlled  90%  of  Jamaica's 
wealth,  that  5%  was  about  the  most 
productive,  skilled  and  motivated  seg- 
ment of  the  population— and  they  are 
understandably  nervous. 

According  to  one  observer,  "Jamai- 
ca has  already  lost  50%  of  its  man- 
agerial class,  and  the  other  50%  has 
one  foot  out.  The  business  confidence 
that's  important  is  local,  but  an  Amer- 


ican who  comes  here  finds  his  Jamai- 
can counterparts  in  the  process  of 
emigrating,  or  sending  their  money 
out  illegally,  or  in  a  state  of  panic." 
And  as  the  capital  has  gone— Manley 
claims  businessmen  have  smuggled 
out  over  $300  million— so  have  the  en- 
trepreneurs Jamaica  needs  to  run  her 
ailing  economy.  Even  those  remaining 
have  sometimes  hedged  their  bets.  At 
least  one  high  official  has  established 
a  second  fortune  in  Britain. 

At  this  point,  Manley  seems 
headed  in  the  same  direction  Guyana 
took  a  few  years  earlier,  which  was 
toward  the  creation  of  a  centrally 
planned  and  controlled  economy.  But 
in  so  doing  Guyana  had  certain  ad- 
vantages. It  was,  for  one  thing,  much 
poorer  and  its  expectations  were  low. 
Guyana  had  a  virtually  inexhaustible 
supply  of  land,  and  more  than  half 
of  its  population  was  hard-working 
East  Indian,  so  that  its  dreams  of  self- 
sufficiency  in  food— which  it  has  vir- 
tually realized  already— and  of  be- 
coming a  major  export  producer  are 
realistic.  Guyana  proceeded  to  na- 
tionalize much  of  its  private  business 
—not  only  bauxite,  but  sugar  and 
trade— but  it  did  so  in  an  economy 
where  the  private  sector  had  never 
done  much  more  than  trade  anyway. 

In  addition  to  bauxite,  Guyana  has 
other,  considerable  natural  resources: 


land,  timber,  and,  most  important, 
rivers,  with  an  undeveloped  hydro- 
electric power  potential  of  7.2  million 
kilowatts,  reputedly  the  lowest-cost 
such  reserve  remaining  in  the  world. 
To  realize  that  potential,  Guyana  has 
launched  an  ambitious  $1.2-billion 
hydroelectric  scheme.  The  3.1-mil- 
lion-kilowatt  project  would  not  only 
free  Guyana  from  its  dependence  on 
imported  energy,  and  open  up  its  in- 
terior to  development,  it  would  pro- 
vide the  power  for  an  aluminum 
smelter  and  the  industrial  base  that 
Guyana  sees  as  its  main  hope  for  the 
future.  In  Guyana,  there  is  something 
to  start  with.  Most  of  the  other  coun- 
tries are  not  so  fortunate.  The  ques- 
tion is:  Can  even  Guyana  finance  a 
project  whose  total  cost  will  run  over 
twice  its  gross  domestic  product?  And 
do  so  in  the  context  of  a  socialism 
that  inevitably  tends  to  frighten  off 
private  capital?  Probably  not. 

Even  that  stronghold  of  Caribbean 
conservatism,  the  Dominican  Bepub- 
lic,  is  hardly  a  shining  example  of  pri- 
vate enterprise.  Not  only  does  the  Do- 


minican government  control  over  60% 
of  the  sugar  industry,  it  also  controls 
even  more  than  that  of  the  nonag- 
ricultural  economy,  and  it  is  still  ex- 
panding its  position.  The  Dominican 
economy  is  centrally  administered  and 
controlled.  The  government  itself  buys 
and  sells  most  of  the  agricultural  out- 
put of  the  country.  It  also  exerts  rigid 
control  over  other  prices  and  over 
wages  for  the  60,000  sugar  workers 
and  200,000  government  employees. 
It  exerts  strict  control  over  imports 
and  foreign  exchange:  Gulf  &  West- 
ern, the  largest  private  sugar  pro- 
ducer, has  been  unable  to  repatriate 
more  than  a  fraction  of  its  Dominican 
earnings  and  so  has  funneled  them 
into  a  string  of  posh  hotels. 

Insofar  as  socialism  is  not  a  rhetori- 
cal position  but  a  structural  one,  the 
Dominican  Republic  may  be  very 
nearly  as  socialist  as  Guyana.  But 
with  this  difference:  Like  Trinidad, 
which  also  controls  the  bulk  of  its 
economy,  it  has  been  able  to  extend 
its  control  over  the  economy  without 
destroying  the  spirit  of  free  enterprise 
or  impairing  its  access  to  the  outside 
capital  it  needs  for  development. 

Standing  apart  from  the  economic 
problems  of  the  rest  of  the  region  is 
Cuba,  the  biggest  and  most  powerful 
state  in  the  Caribbean.  Cuba's  ap- 
parent economic  success  stems  from 


its  connections  with  the  Soviet  Union 
and  the  communist  bloc,  and  yet,  for 
both  Guyana  and  Jamaica,  Cuba  has 
come  to  seem  a  model  of  what  a  de- 
veloping Caribbean  country  can  hope 
to  accomplish. 

Michael  Manley  reportedly  came 
back  from  Cuba  two  years  ago  "a 
changed  man."  Both  Guyana  and  Ja- 
maica have  studied  intensively  the 
ways  Cuba  has  sought  to  raise  the 
productivity  of  its  people— the  work- 
ers' brigades,  the  national  service 
schemes— and  attempted  to  do  like- 
wise. "Cuba  has  developed  the  sort 
of  educational  emphasis  and  direction 
we  need  for  this  country,"  says  Guy- 
ana's Minister  of  State  in  the  Prime 
Minister's  office,  Christopher  Nasci- 
mento,  "the  mobilization  of  people  in 
a  direction  relevant  to  development 
needs  and  priorities."  Nascimento 
prefers  to  overlook  the  imprisonments 
and  executions,  the  stifled  press,  the 
exodus  of  Cuba's  once-productive 
middle  class. 

Cuba  and  Jamaica  worked  out  a 
technical-  and  cultural-exchange  pro- 
gram two  years  ago.  So  far  the  Cu- 
bans have  built  a  $2.7-million  sec- 
ondary school  organized  on  Marxist 
principles,  built  a  series  of  minidams 
in  the  mountains,  a  500-unit  housing 
project,  and  sent  a  dozen  doctors  to 
Jamaica's  western  provinces.  The  Cu- 
bans helped  Guyana  organize  its 
shrimp  industry  and  provided  training 
to  its  medical  students.  "It's  better," 
says  Nascimento,  "to  have  people 
training  in  a  developing  country,  with 
an  environment  similar  to  ours,  rather 
than  in  a  very  developed,  highly  so- 
phisticated society.  They  will  come 
back  here  when  they're  through." 

Never  mind  that  most  of  the  Cu- 
ban-built dams  failed  to  hold  water- 
trie  people  of  the  Caribbean  have  gi- 
gantic problems  and  they  are  in  the 
mood  for  experimentation.  It  is  not 
only  on  the  larger  islands  that  the  Cu- 
ban myth  has  taken  hold.  There  are 
the  so-called  Associated  States— a 
scattering  of  500,000  people  on  six 
main  islands  with  1,000  square  miles 
of  land.  Dominica,  St.  Lucia  and  St. 
Kitts-Nevis  are  likely  to  become  in- 
dependent this  year,  Antigua  and  St. 
Vin ,  ent  soon  after.  "You've  got  a  vac- 
rum  coming  up  as  the  British  de- 
part," says  one  observer,  "and  that 
provides  an  opportunity  to  any  coun- 
try that  feels  that  its  ideology  is  the 
wave  of  the  future.  Maybe  the  Cu- 
bans aren't  expansive,  but  they're  at- 
tempting to  project  their  image,  their 
ideology  and  their  way  of  looking  at 
things  beyond  their  shores,  and  there 
aren't  very  many  countries  like  that 
left  in  the  world." 

The  U.S.  now  seems  likely  to  fol- 
low the  rest  of  the   Caribbean  in 


". . .  'People  follow  their  leaders/  says  one  Jamaican. 

'You  start  saying  things  antagonistic  to  capitalism, 

you  identify  tourists  with  capitalism,  and  people  react' . . ." 
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establishing  diplomatic  relations  with 
Cuba,  and  that  itself  points  a  lesson 
for  U.S.  policy.  It  is  unlikely  that 
Cuba  would  ever  have  achieved  the 
influence  and  prestige  it  now  has  if 
the  U.S.  had  not  provided  the  shield 
of  isolation  behind  which  Cuba  could 
work  out  her  problems.  The  Caribbean 
drift  to  the  left  is  less  a  matter  of 
ideology  than  of  political  expediency. 


To  put  it  bluntly,  the  small  island 
nations  of  the  Caribbean  are  in  for  a 
rough  time,  and  the  U.S.,  as  their 
immediate  neighbor,  will  feel  some  of 
the  backlash— in  streams  of  emigres 
and  refugees,  in  lost  property  rights 
and,  not  least  perhaps,  in  abuse: 
"Yankee  Go  Home,"  "Down  With 
Coca-Cola  Imperialism."  If  the  basic 
problem  is  the  birthrate  and  if  the 


immediate  problem  is  the  punishing 
price  of  oil— storks  and  shieks— U.S. 
"fat-cat"  capitalism  remains  the  most 
convenient  scapegoat.  We  may  not 
like  much  of  what  may  happen  in  the 
Caribbean  over  the  next  few  years, 
but  we  are  powerless  to  do  very  much 
about  it.  What  we  cannot  change,  we 
might  as  well  learn  to  understand  and 
accept.  ■ 


Work  And  Discipline 

Henry  Chhistophe,  king  of  the  modern  world's  first 
black  monarchy,  has  always  seemed  more  legend  than 
history.  Born  free  on  the  island  of  Grenada,  he  mi- 
grated to  Saint-Domingue  where  he  joined  Toussaint 
Louverture  and  Jean-Jacques  Dessalines  in  launching 
the  slave  rebellion  that  eventually  made  the  French 
colony  the  free  and  independent  republic  of  Haiti. 
Christophe  made  the  republic  a  monarchy,  built  a  Ver- 
sailles on  the  shores  of  the  Caribbean  and  died  by  his 
own  hand— with  a  silver  bullet  in  his  heart.  Legends? 
He's  said  to  have  rebuilt  Haiti's  monetary  system  by 
commandeering  all  the  gourds  in  the  country— an  essen- 
tial item  used  for  storing  food,  carrying  water  and  mak- 
ing music— then  using  them  to  pay  the  farmers  as  their 
crops  matured.  He  sold  the  crops  for  gold,  in  Europe, 
and  used  the  proceeds  to  establish  the  gourde  as  Haiti's 
monetary  unit. 

Saint-Domingue  had  been  the  richest  colony  in  the 
New  World  before  the  wars  of  independence  destroyed 
its  agricultural  economy.  Christophe  proceeded  to  re- 


Titan,  Tyrant:  Christophe  was  the  first  to  raise  the 
cry  of  black  pride  to  an  astonished  white  world. 
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store  it  to  its  previous  eminence  by  methods  not  dis- 
similar to  those  being  pursued  in  the  Caribbean  today. 
"We  will  confound  the  calumniators  of  our  race,"  he  said, 
and  he  did.  After  the  war,  Haiti  split  into  two  parts. 
Under  Alexandre  Petion,  the  south  slid  slowly  into  pov  - 
erty. In  the  north,  under  Christophe,  Haiti  prospered. 

Agriculturally,  Haiti  had  never  been  much.  But  un- 
der its  French  planters,  who  worked  their  slaves  to  ear- 
ly graves,  Haiti  became  a  model  of  agricultural  efficien- 
cy, and  it  remained  so  under  Christophe.  Work  and  dis- 
cipline—those were  the  principles  under  which  Chris- 
tophe rebuilt  the  country. 

The  abandoned  estates  were  taken  over  by  the  gov- 
ernment, but  instead  of  subdividing  them  and  distribut- 
ing them  to  the  army  as  Petion  did  in  the  south,  Chris- 
tophe set  minimum  sizes  in  order  to  preserve  the  econ- 
omies of  scale  of  the  plantation  system,  and  then  let 
them  out— to  government  officials  and  army  officers 
who  ran  them  rather  like  agricultural  cooperatives. 
The  government  set  the  terms  of  labor— dawn  to  dusk, 
six  and  a  half  days  a  week— prohibited  the  workers  from 
leaving  the  plantation  and  changing  jobs,  and  pun- 
ished workers  for  idleness  and  dishonesty.  In  return, 
the  plantation  operators  paid  25%  of  the  proceeds  to 
the  government,  25%  to  their  workers  and  kept  the  rest 
for  themselves.  Christophe's  military  policy  kept  a  close 
eye  on  tenants  and  workers  alike,  and  if  a  plantation 
operator  did  not  produce,  he  was  dismissed  or  punished. 
The  result  was  impressive  gains  in  productivity. 

Though  he  was  illiterate  himself,  Christophe  was 
fiercely  devoted  to  education.  He  saw  it  as  the  best 
safeguard  of  his  people's  freedom,  and  made  it  com- 
pulsory. He  was  determined  to  make  Haitians  "the 
most  civilized,  educated,  and  creative  people  on  earth." 
As  evidence  of  that,  he  created  an  elaborate  French- 
style  court  dominated  by  protocol  and  ritual,  and  in 
the  palace  of  Sans  Souci  and  in  the  great  fortress  he 
built  on  a  neighboring  mountaintop,  he  created  the 
sort  of  public  monuments  that  dictators  have  always 
favored  to  awe  the  masses. 

Christophe's  enemies  called  him— rightly— a  tyrant,  and 
accused  him  of  having  enslaved  his  own  people.  But 
for  a  decade  he  made  the  Kingdom  of  Haiti  one  of 
the  wonders  of  the  world.  He  never  ceased  to  fear 
that  the  Europeans  would  again  attempt  to  impose 
slavery  on  his  country.  And  the  self-indulgent  and  un- 
disciplined society  of  Petion  to  the  south  never  ceased 
to  challenge  and  undermine  his  authoritarianism— a  chal- 
lenge which,  in  the  end,  provoked  him  to  modify  his 
land  policies  by  breaking  up  the  big  estates. 

After  his  suicide  in  1820,  the  kingdom  of  the  north 
disappeared  into  the  republic  of  the  south,  and  with 
it  everything  Christophe  had  attempted  to  accomplish. 
The  plantations  were  broken  up,  the  land  distributed 
to  the  soldiery,  and  the  foundation  was  laid  for  trans- 
forming Haiti  into  one  of  the  most  impoverished  places 
on  earth.— J. C. 
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The  way  some 
Employee  Benefit  Plans 
are  treated  is  un-American. 

If  your  Employee  Benefit  program  is  being  handled  in  a  ho-hum  way, 
you  should  talk  with  American  Mutual. 

We  know  that  any  growing,  changing  business  needs  growing,  changing 
insurance.  So  we  give  you  intensive  planning,  reviews  at  regular  intervals,  and 
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Lew  Grade,  Superstar 


A  chat  with  Britain's  master  showman. 


"Did  he  say  he  wants  to  make  the 
picture?  Because  this  Ponti  can  drive 
you  up  the.  .  .  ."  Lew  Grade  is  leaning 
far  back  in  his  chair,  staring  at  the 
ceiling.  A  fat  Cuban  cigar  is  in  one 
hand,  a  telephone  receiver  in  the  oth- 
er, an  impressive  pin-striped  girth 
looming  between.  Grade  talks  with  an 
intentness  that  hardly  seems  fitting  for 
a  man  who  has  just  premiered  the 
spectacular  Jesus  of  Nazareth  on  U.S. 
television  on  Palm  and 
Easter  Sundays.  Grade 
booms  on  into  the  receiver. 

"You'd  have  to  change 
the  script  considerably, 
though,  to  make  room  for 
Sophia,  right?  I  know 
that.  Well,  I'm  going  to 
call  Paul  tonight."  Grade 
isn't  exactly  shouting,  but 
it's  an  open  question 
whether  he  really  needs 
the  telephone  even  for 
long-distance  calls. 

This  is  the  former 
World's  Charleston  Cham- 
pion (at  age  17),  Olga 
Winogradsky's  son  from 
Tokmak  in  the  Crimea, 
now,  at  age  70,  Lord 
Grade  of  Elstree.  The  title 
is  an  affectionate  tribute  to 
Britain's  leading  impresa- 
rio, a  prime  mover  of  its 
commercial  TV  and,  for 
the  past  two  years,  its 
champion  filmmaker  (now 
eight  films  a  year,  at  a  to- 
tal cost  of  $70  million  to 
$80  million). 

The  phone  call  goes  on:  "You  could 
shoot  ten  weeks  from  then?  If  I  said 
yes  to  you  April  the  tenth,  you  could 
start  the  first  of  July?  O.K.,  mid-June. 
Well,  don't  take  any  chances.  You  got 
any  idea  of  the  budget  without  Sophia 
and  Bronson?" 

So  another  movie  follows  right  af- 
ter Jesus.  "Well,"  sighs  Grade  as  he 
hangs  up,  "you  have  to  keep  going." 

But  Jesus  is  much  on  his  mind.  It 
irks  him  that  General  Motors  at  the 
last  minute  withdrew  its  sponsorship 
("the  sensitive  subject  is  not  suitable 
.  .  ."),  though  it  still  has  first  refusal 
rights  on  the  next  showing.  Snorts 
Grade:  "Oh,  they  paid  me;  they  have 
to  pay  me  [$3  million]."  That's  not  the 


point.  Nor  is  it  the  point  that  he  found 
a  new  sponsor  (Procter  &  Gamble) 
easily.  It's  the  principle. 

Lew  Grade  looks  genuinely  hurt. 
After  all,  he  spared  no  expense  on 
Jesus,  his  costliest  film  ever:  "$18  mil- 
lion with  interest  charges,"  he  figures, 
"$6  million  alone  on  stars  like  Olivier, 
Balph  Richardson,  Peter  Ustinov, 
Michael  York,  Rod  Steiger  and  Chris- 
topher   Plummer    because  Zeffirelli 


Sir  Lew:   My  tastes  are  the  tastes  of  the  average  person." 

[the  director]  said  it's  important  to  get 
great  actors  for  the  roles  since  the 
subject  is  so  sensitive."  Grade  also  can 
—and,  without  prompting,  does— pro- 
duce stacks  of  endorsements  from 
clergymen  of  every  known  persuasion. 
And  still  GM  withdraws  as  if  he  were 
the  "Low  Grade"  that  the  press  and 
his  rivals  sometimes  call  him. 

Can  he  make  money  on  an  $18- 
million  film  used  only  for  TV  specials 
in  Britain,  the  U.S.  and  Italy?  "No," 
concedes  Grade,  "but  1  think  it  will  go 
theatrically  in  the  rest  of  the  world, 
and  in  my  opinion  the  longevity  of 
this  program  ensures  an  adequate  fi- 
nancial return.  And  I've  been  pretty 
right  most  of  the  time." 

That  he  has:  Few  TV  or  film  pro- 


ducers can  match  his  string  of  suc- 
cesses. "I  only  made  one  error,"  he 
says  confidently.  "I  hate  to  bring  it 
up  because  she's  so  nice  to  me,  but 
the  Shirley  MacLaine  series  about  five 
years  ago  [Shirley's  World]  was  a 
flop.  I  lost  about  two  or  three  mil- 
lion on  that. 

"Shirley  is  a  great  artist,"  he  goes 
on.  "She  really  is.  But  I  believe  there 
is  one  area  that  is  not  international, 
and  that  is  comedy.  I  got  the  best 
comedy  writers  from  America.  I  got 
the  best  comedy  producer,  Sheldon 
Leonard.  I  got  the  best  American 
comedy  director.  And  yet  it  didn't 
work,  because  the  personalities  just 
did  not  get  along.  Too 
many  compromises.  Ever 
since  then,  I  have  full 
control  over  every  item  in 
every  film  production.  Be- 
sides, I  don't  consider  my- 
self such  a  great  judge  of 
comedy." 

But,  we  protest,  some 
of  your  recent  successes 
were  comedies,  like  The 
Return  of  the  Pink  Pan- 
ther, or  The  Pink  Panther 
Strikes  Again.  .  .  . 

"That's  different."  Why? 
"Well,  I  was  drawn  into 
it  by  accident  really.  No- 
body wanted  to  make  The 
Return  of  the  Pink  Pan- 
ther. United  Artists,  who 
produced  the  original  ver- 
sion, didn't  want  to  put 
up  one  cent.  But  I  had  a 
commitment  to  make  a 
film  with  Blake  Edwards 
[producer  husband  of  Ju- 
lie Andrews]  so  I  thought, 
'O.K.,  let's  do  this  one.' 
And  it  worked.  We'll  make 
$12  million  on  Return  and  perhaps 
over  $6  million  on  The  Pink  Panther 
Strikes  Again,  of  which  we  own  half." 

The  secret  of  success,  Grade  main- 
tains, is  personal  ties.  After  51  years 
in  the  business,  some  30  of  them  as  a 
top  theatrical  agent  and  impersario, 
he  has  .about  as  universal  a  set  of  re- 
lationships as  anyone  can  imagine. 
They  steer  him  to  critical  information 
before  the  competition  gets  it.  (Ar- 
thur Taylor,  former  president  of  CBS, 
urged  him  to  film  The  Eagle  Has 
Landed  just  after  CBS  first  published 
it  in  novel  form.)  His  ability  to  judge 
people  and  his  decisiveness  do  the  rest. 

"I  mean,  I've  got  a  show  on  Broad- 
way called  Sly  Fox.  Arthur  Penn  came 
to  me  and  said,  'I've  got  an  idea  for 
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Is  your  company  overlooking 
the  "hidden  money"  it  already  has? 

Our  free  Cash  Management  Review  will  help  you  uncover  it. 


The  Cash  Mwpefxetit  Trail  td  ffiddeti  Money 
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Expert  analysis  may  quickly 
show  you  how  usable  cash  can  read- 
ily be  "created" .  .  .  cash  that  already 
exists  but  is  now  hiding  within  the 
operations  of  your  company. 

This  is  especially  likely  if  you 
have  multiple  plant  or  office  facilities, 
scattered  bank  accounts,  and  dis- 
bursements for  payables  from  many 
locations.  With  that  kind  of  structure, 
it's  particularly  vital  that  you  get  the 
full  story  on  latest  cash  management 
trends  and  improvements. 


That's  where  we  come  in.  Our 
seasoned  cash  management  staff 
will  review  with  you  your  current 
operations  and  identify  specific  cor- 
porate needs.  Included  will  be  your 
collection  system,  the  way  you  con- 
centrate your  funds,  and  the  method 
by  which  you  disburse  funds. 

You'll  then  receive  from  The 
First  a  written  analysis  .  .  .with  our 
suggestions  for  "creating"  and 
stretching  corporate  dollars.  (Per- 
haps you've  been  overlooking  such 


The  First  people  to  talk  to 

THE  FIRST  NATIONAL  BANK  < 


basics  as  the  best  concentration  and 
reconcilement  services  for  your 
needs,  the  right  lock-box  setup, 
zero-balance  service,  data  transmis- 
sion, or  electronic  banking.) 

To  take  advantage  of  this  free 
review,  just  give  Roy  Kelley  a  call  at 
(617)434-3870. 

It  could  be  the  call  that  starts 
your  company  looking  in  the  right 
places  for  extra  money. 

In  New  York  call  0X5-2370, 
extension  3870. 
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a  film,  a  broad  comedy,  that  I'd  like 
to  get  you  interested  in.'  " 

But  you  don't  trust  your  judgment 
in  comedy.  "Yes,  but  the  way  he  ex- 
plained it  to  me  it  could  be  universal, 
and  I  knew  it  would  be  great  for 
America.  So  I  asked:  'What  do  you 
want  me  to  do?'  'We'd  like  you  to  pay 
for  the  script.'  I  said,  'How  much?' 
He  told  me.  I  said  O.K.  Sight  unseen. 
Based  on  his  reputation. 

"Then  they  said,  'We'd  like  to  do 
it  first  as  a  play  on  Broadway.'  I  said: 
'I'm  really  not  interested  in  Broad- 
way, because  as  you  know  we  own 
most  of  the  important  theaters  in  En- 
gland.' He  said:  'I  think  I  can  get 
you  George  Scott.'  I  said:  'Go.'  Then 
the  Shubert  people  said:  'Look,  we'll 
give  you  our  theater.'  And  they're 
playing  to  103%  of  capacity." 

Lew  Grade  insists  he  gets  into  the 
office  "no  later  than  6:15  a.m.  every 
morning,  no  matter  what  time  I  go  to 
bed,"  and  he  spends  a  lot  of  time  read- 


". . .  'I  will  retire  on  July  29th 
in  the  year  2000' . . ." 


ing  manuscripts  looking  for  that  one  in 
a  thousand  where  he  can  visualize  cer- 
tain stars  in  certain  roles.  ("I  am  Mr. 
Average.  My  tastes  are  the  tastes  of 
the  average  person  throughout  the 
world.")  But  every  now  and  then  he 
misses  a  smash  hit. 

"I  turned  down  The  Exorcist,"  he 
says.  "I  read  it  and  thought  it  was 
horrible.  I  told  the  author  I  didn't 
think  I  would  want  the  public  to  see 
it.  The  fact  that  it  has  made  a  fortune 
since  is  incidental.  I  have  no  regrets. 
I  also  said  no  to  Jesus  Christ  Super- 
star. I  felt  it  was  wrong  to  make  light 
of  a  subject  as  important  as  that." 

But  that  misjudgment  rankled,  and 
at  one  time  Grade  even  showed  a  brief 
interest  in  a  suspense-fantasy-mystery 
novel  named  Judas  that  purported,  on 
the  strength  of  "newly  discovered" 
biblical  scrolls,  to  clear  the  name  of 
that  ill-fated  Apostle.  Grade  admits 
that  missing  out  on  Jesus  Christ  Su- 
perstar is  what  "really  inspired  me  to 
do  Jesus  of  Nazareth." 

Other  men  of  70,  being  chief  execu- 
tive and  second-largest  shareholder  of 
ATV,  a  $118-million-sales  leisure  out- 
fit with  important  film  libraries  (car- 
ried at  zero)  and  real  estate,  might 
consider  selling  out  before  Britain's 
death  duties  devour  a  life's  work.  But 
Lew  Grade  is  not  other  men. 

"I  will  retire  on  July  the  29th  in 
the  year  2000!"  he  exclaims,  his  eyes 
sparkling.  "The  way  I  feel  now  I  could 
go  on  past  that.  I  will  never  retire! 
I  will  never  leave  ATV!" 
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To  four  consecutive  years 
of  extraordinary  growth, 
United  Technologies  now  adds 
a  fifth  that  tops  them  all. 


PRIMARY 

NET 

EARNINGS 

BUSINESS 

SALES 

INCOME 

PER  SHARE 

BACKLOG 

1972 

$2,023,753,000 

$  50,600,000 

$2.09 

$2,075,000,000 

1973 

$2,288,947,000 

$  58,136,000 

$2.46 

$2,250,000,000 

1974 

$3,321,106,000 

$104,705,000 

$3.31 

$3,577,000,000 

1975 

$3,877,772,000 

$117,490,000 

$3.89 

$4,638,000,000 

1976 

$5,166,264,000 

$157,403,000 

$5.05 

$4,900,000,000 

High  technology  is  our  basic  strength. 

As  the  chart  above  shows,  managing  it  is  our  business. 

And  as  you  can  see,  business  has  never  been  better.  With  1976  results  at 
new  highs,  the  last  five  years  have  seen  our  sales  increase  by  155%  and  our 
earnings  by  211%. 

As  for  tomorrow,  United  Technologies  has  a  strong  financial  posture,  and 
is  making  substantial  investments  to  insure  sustained  growth  and  productive 
performance.  International  sales  have  shown  vigorous  growth,  and  we  have 
increased  our  industrial/commercial  business  to  71%  of  total  sales.  In  1976  alone, 
we  invested  a  record  $358  million  in  research  and  development,  and  a  record 
$131  million  in  capital  projects.  As  a  result,  United  Technologies  has  the  stability 
and  balance  it  needs  to  serve  its  customers,  and  reward  its  shareholders  effectively 

For  a  copy  of  our  1976  Annual  Report,  write  Communications, 
United  Technologies  Corporation,  Hartford,  Conn.  06101. 


UNITED 

TECHNOLOGIES 


Pratt  &  Whitney  Aircraft  Group  •  Otis  Group  •  Essex  Group  •  Sikorsky  Aircraft  •  Hamilton  Standard 
Power  Systems  Division  •  Norden  •  Chemical  Systems  Division  •  United  Technologies  Research  Center 
United  Technologies  Corporation,  Hartford,  Conn.  06101. 


Who  Won? 


The  recent  FCC  decision  was  tougher  on 
Western  Electric  than  AT&T  has  acknowledged. 


When  the  Federal  Communications 
Commission  rendered  its  February  de- 
cision on  American  Telephone  &  Tele- 
graph and  its  $6.9-billion  Western 
Electric  supply  arm,  AT&T  and  its 
friends  were  quick  to  cry  victory.  For, 
the  FCC  decision,  besides  what  it  said, 
did  not  require  AT&T  to  divest  West- 
ern Electric.  (The  report  also  called 
AT&T's  service  "excellent.") 

When  the  full  decision  became 
public  weeks  later,  however,  its  149 
pages  included  some  fine  print  that 
will  cause  problems  for  AT&T.  Dis- 
cussing the  ties  between  AT&T  and 
Western  Electric,  the  FCC  accused 
the  parent  company  of  making  it  ex- 
tremely hard  for  outside  suppliers  to 
sell  to  Bell  operating  companies. 

So  saying,  the  FCC  commissioners 
ordered  AT&T  to  come  up  with  a  plan 
within  90  days  to  give  the  operating 
companies  far  more  autonomy  in  buy- 
ing outside  equipment,  and  requir- 
ing that  outside  vendors  be  given  all 
necessary  bidding  information  on  a 
timely  basis.  The  FCC  also  announced 
it  would  monitor  the  plan  closely.  It 
was  well  aware  that  some  three  years 
ago  AT&T  had  indicated  it  would 
take  steps  to  induce  more  outside  buy- 
ing; but  little  had  come  of  it. 

The  FCC  also  denied  AT&T's  claim 
that  Western  was  entitled  to  a  higher 
rate  of  return  on  investment  than  in 
AT&T  generally,  and  even  questioned 
WE's  vaunted  lower  costs  and  prices, 
because,  it  said,  WE's  data  and  cost 
presentations  weren't  adequate  and 
so  could  be  misleading. 

Before  the  FCC  decision,  events 
had  already  been  having  a  profound 
effect  on  Western  Electric.  Its  profits 
sank  from  a  peak  $320  million  in  1973 
to  $107  million  in  1975,  as  high  in- 
terest costs  and  a  slowdown  in  the 
economy  forced  AT&T  to  cut  back 
capital  spending.  Western  Electric  re- 
sponded by  slashing  employment 
(down  37,000,  or  20%,  in  1975  alone) 
and  closing  plants.  And,  for  the  first 
time  in  years,  WE  cut  back  its  de- 
velopment spending  by  $22  million 
last  year  (though  the  amount  was 
more  than  offset  by  an  increase  else- 
where in  the  Bell  System ) . 

Fortunately,   by   mid- 1976  AT&T 


had  stepped  up  its  equipment  pur- 
chases, so  that  earnings  last  year  re- 
bounded to  over  $200  million.  But  at 
2.9%,  its  margins  were  still  far  below 
the  4.5%  of  1973,  while  its  return  on 
its  $3.3  billion  of  equity  capital  was 
a  low  6.8%.  Margins  should  improve 
substantially  this  year,  but  Western 
Electric  will  still  be  a  way  from  the 
10%  it  earned  in  the  early  Seventies. 

Behind  the  FCC  commissioners'  rul- 
ing was  the  obvious  feeling  that  a 
company  assured  of  its  market— as 
Western  Electric  is— tends  to  be  slow 
to  innovate.  Thus  the  electronic  rev- 


olution that  shook  the  telecommuni- 
cations market  found  Western  Electric 
only  too  willing  to  be  inhibited  by 
AT&T's  enormous  investment  in  exist- 
ing equipment.  Electronic  switching 
systems,  developed  first  in  Bell  Labo- 
ratories in  the  1950s,  were  not  intro- 
duced commercially  until  the  mid- 
1960s,  and  today  still  handle  only 
some  18%  of  the  Bell  System's  central- 
office  volume.  Moreover,  only  in  re- 
cent years  has  effective  new  technolo- 
gy been  offered  in  areas  like  private 
branch  exchanges,  under  pressure 
from  smaller,  technologically  aggres- 
sive outfits  like  Northern  Telecom. 

The  FCC  decision  did  not  go  as 
far  as  some  outside  suppliers  wanted. 
International  Telephone  &  Telegraph, 
for  example,  wanted  the  Bell  operat- 
ing companies  to  be  required  to  buy 
one-third  of  their  equipment  from 
suppliers  other  than  WE  within  five 
years.  The  FCC  found  such  quotas 
abhorrent,  but  it  did  adopt  ITT's 
suggestion  that  Western  Electric 
should  give  up  its  role  of  deciding 
purchasing  specifications  for  the  Bell 
System. 

Western  Electric  is  caught  in  some- 
thing of  a  bind.  It  won't  be  in  a  posi- 
tion to  make  up  any  loss  of  Bell  Sys- 
tem business  by  selling  aggressively 
to  independents.  Traditionally  West- 
ern has  sold  to  them  only  in  emergen- 


cies, and  then  reluctantly.  If  it  does 
try  to  sell  aggressively,  it  will  run  into 
antitrust  problems.  So,  while  the  FCC 
is  opening  Bell's  door  to  outsiders, 
WE  will  be  held  back  from  being  too 
successful  in  selling  to  independents. 

In  an  important  sense,  the  FCC  de- 
cision was  a  political  compromise. 
While  rebuffing  the  activists  who 
want  to  pry  the  two  companies  apart, 
it  went  at  least  part  way  toward 
meeting  their  objections. 

The  compromise  will  most  likely 
create  some  problems  for  Ma  Bell, 
but  in  the  long  run  the  company  can 
probably  live  with  the  new  situation. 
The  telecommunications  equipment 
market  should  grow  handsomely,  by 
an  average  of  some  10%  to  15%  a  year, 
in  the  next  decade.  Drexel,  Burnham's 
able  communications  stock  analyst 
Harry  Edelson  says:  "Western  Elec- 
tric can  still  grow  at  about  an  8%  to 


10%  rate  while  the  independents, 
much  smaller,  can  grow  at  close  to 
twice  that  rate.  That  should  satisfy 
the  FCC  and  most  telephone  equip- 
ment supply  companies.  In  addition, 
Western  Electric  will  certainly  become 
more  active  in  bidding  for  foreign 
telephone  equipment  supply  contracts, 
where  it  can  earn  a  higher  rate  of 
return."  The  FCC  has  tacitly  encour- 
aged Western  Electric  to  go  into 
world  telephone  markets,  which  are 
expected  to  grow  faster  than  the  U.S. 
market  (Forbes,  Mar.  15,  1976). 

Competitive  prospects  and  antitrust 
considerations  played  a  part  in  last 
year's  major  structural  reorganization 
of  Western  Electric,  designed  in  large 
part  to  make  it  more  marketing- 
oriented.  To  this  end,  marketing  ex- 
ecutives have  been  brought  in  from 
other  outside  companies  in  the  last 
two  years. 

The  FCC  decision  does  not,  of 
course,-  settle  all  the  major  questions 
facing  Western  Electric  and  AT&T. 
Will  the  Justice  Department  persist 
in  its  effort  to  separate  the  two?  What 
success  will  Justice  have  in  the  courts? 
What  role  will  Congress  allot  to  AT&T 
and  Western  when  it  reshapes  the 
Communications  Act  of  1934?  AT&T 
may  have  won  a  battle  in  its  struggle 
against  those  who  would  break  it  up, 
but  it  has  not  won  the  war.  ■ 


. .  'Western  Electric  will  certainly  become  more  active 
in  bidding  for  foreign  telephone  supply  contracts' . . ." 


46 


FORBES,  MAY  1,  1977 


Husky  football  players  smash  into  IP's  disposable,  inflatable 


How  a  bag  of  air  from 
nter  national  Paper  saves  America's 
shippers  millions  of  dollars  a  year 


We  challenged  some  hefty 
otball  players  to  try  to  smash 
ieir  way  through  a  bag  of  air. 

They  couldn't. 

Reason:  that  bag  of  air  is  an 
iternational  Paper  Ride  Rite® 
iflatable  dunnage  bag.  A  multi- 
all  bag  built  to  withstand  tens 
:  thousands  of  pounds  of  force. 

Why  so  tough  a  bag? 

Because  these  bags  have  to 
rotect  billions  of  dollars'  worth 


sts  prove  IP  dunnage  bags  can  be  installed  and 
noved  much  faster  than  wooden  bracing. 

:  freight  from  being  damaged  in 
upment. 

When  you  load  up  a  railcar, 
uck,  container,  or  ship,  the 
eight  rarely  fills  every  inch  of 
irgo  space.  And  unless  the 
irgo  space  is  completely  full  (or 
eight  is  immobilized),  the  load 


IP's  dunnage  bag  is  inflated  with  special  inflator 
hooked  to  a  standard  air  compressor. 

can  shift.  And  shifting  could 
cause  damage. 

Traditionally,  many  freight 
shippers  used  other  materials  to 
brace  the  load.  But  these 
materials  are  expensive  — and  the 
labor  to  install  them  (and  remove 
them  at  the  end  of  the  line)  even 
more  expensive. 

Enter  International  Paper's 
patented,  inflatable  dunnage  bag. 

Our  bags  are  basically  paper, 
so  they're  inexpensive.  (Prices 
range  from  $4  to  $13,  depending 
on  size  and  strength  of  bag.) 

Special  linings  and  coatings 
make  them  airtight  and 
moisture  resistant.  They're  fast 
and  simple  to  install  and  inflate. 
And  at  the  receiving  end,  they're 
simply  punctured  and  removed. 

Our  inflatable  dunnage  bag 


has  already  proved  itself  to 
shippers  of  products  ranging 
from  sacks  of  cornstarch  to 
refrigerators.  And  new 
applications  are  continually 
being  developed. 

The  Ride  Rite*  inflatable 
dunnage  bag.  Another  example 
of  International  Paper 
Company's  innovative 
leadership  in  packaging,  paper, 


Properly  installed  bags  are  approved  for  use  as  a 
damage  prevention  device  by  the  National  Freight 
Loss  and  Damage  Prevention  Committee  of  the 
Association  of  American  Railroads. 

pulp,  building  materials,  and 
non-woven  textiles  and  health 
products. 


NTERN  ATION  AL 
PAPER 
COMPANY 


220  EAST  42ND  STREET  NEW  YORK  NEW  VORK  10017 


The  Reincarnation 
Of  Penn  Central 

The  most  awesome  business  failure 
in  history  could  turn  into  a 
spectacular  business  rebirth. 


By  PAUL  BLUSTEIN 

In  the  spring  of  1970,  Penn  Cen- 
tral Transportation  Co.  employee 
Leslie  Clothier  called  Culver's  Flow- 
er Shop  in  Wilmington,  Del.,  where 
his  mother-in-law,  Mrs.  Elizabeth 
Lankford,  was  the  bookkeeper.  Cloth- 
ier requested  that  a  $15  spray  of  glad- 
ioli be  sent  to  an  employee's  bereaved 
family  on  behalf  of  the  company.  Cul- 
ver's never  collected  the  $15.  On  June 
21,  1970  Penn  Central  Transportation 
sank  into  the  biggest  bankruptcy  in 
history.  "I  marked  it  down  as  a  bad 
debt,"  recalls  Mrs.  Lankford. 

Mrs.  Lankford  was  pleasantly  sur- 
prised to  find  out  from  Forbes  that 
Culver's  may  collect  that  $15  before 
long,  after  all.  A  reorganization  plan 
submitted  by  PCTC's  trustees  to  the 
federal  district  court  in  Philadelphia 
would  guarantee  small  unsecured 
creditors  like  Culver's  a  cash  payment 
upon  consummation  of  the  plan.  The 
plan  still  faces  some  tough  sledding 
in  court,  but  the  trustees  hope— un- 
realistically,  some  say— that  the  con- 
summation date  will  occur  by  the  end 
of  this  year.  If  things  do  work  out  on 
schedule,  the  consummation  will  mark 
an  amazingly  fast  end  to  PCTC's 
bankruptcy  status,  considering  the 
complex  tangle  of  billions  of  dollars 
in  claims  against  the  PCTC  estate. 

If  the  plan  does  go  through,  from 
the  ashes  of  the  Penn  Central  may 
rise  a  new  corporation  with  intriguing 
growth  and  profit  prospects.  As  it  liq- 
uidates valuable  but  sluggish  old  as- 
sets, the  tax-sheltered  new  corporation 
will  acquire  lively  new  ones;  at  the 
same  time  it  will  vigorously  push  a 
lawsuit  that  could  be  worth  hundreds 
of  millions,  even  billions,  of  dollars. 
The  PCTC  estate  was  stripped  of 


Grim  Portent:  In  1964  Pennsylvania 
Station,  hub  of  the  Pennsylvania 
Railroad,  was  torn  down.  Six  years 
ater,  Penn  Central  went  bankrupt. 
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most  of  its  railroad  properties  by  the 
government-sponsored  Consolidated 
Rail  Corp.  in  April  1976.  However, 
there  are  still  valuable  real  estate  and 
operating  subsidiaries,  as  well  as  a 
cool  half  billion  in  cash  held  by  var- 
ious segments  of  the  bankrupt  com- 
pany. For  practical  purposes,  the  real 
estate  and  operating  subsidiaries'  as- 
sets are  worth  more  now  than  they 
were  before  the  government  virtually 
expropriated  Penn  Central's  track  and 
equipment.  Reason:  The  railroad  no 
longer  drains  away  their  cash  flow. 

Whose  Judgment? 

As  for  the  lawsuit,  the  U.S.  gov- 
ernment has  proposed  that  PCTC  be 
compensated  for  the  properties  on  the 
basis  of  "net  liquidation  value"— essen- 
tially scrap  value— which  amounted  to 
about  $525  million  on  the  date  Con- 
rail  took  over  the  railroad.  PCTC  says 
it  should  be  paid  billions  more.  The 
government's  scrap-value  offer  is  so 
absurdly  low,  says  PCTC,  that  indis- 
pensable railroad  bridges  are  valued 
at  negative  figures  because  they  cost 
more  to  tear  down  than  they  will 
bring  at  scrap  auction.  The  case  will 
probably  take  years  to  litigate,  al- 
though there's  a  good  chance  for  an 
out-of-court  settlement. 

But  emergence  from  bankruptcy 
does  not  depend  on  a  settlement  of 
the  lawsuit;  the  Reorganized  Compa- 
ny would  be  viable  and  profitable  on 
its  own,  with  the  lawsuit  a  potentially 
valuable  kicker. 

The  trustees'  plan  establishes  a  new 
debt  and  equity  structure  for  what  the 
legal  documents  call  the  Reorganized 
Company  (see  p.  53).  "The  rationale 
for  the  plan  is  basically  a  function  of 
the  time  value  of  money,"  says  Robert 
W.  Blanchette,  a  sharp-minded  law- 
yer who  serves  as  chairman  of  the 
PCTC  board  of  trustees.  "It's  deemed 
to  be  in  the  best  interests  of  everyone 
to  get  the  company  reorganized  now, 
where  major  parties  can  make  certain 
compromises    to    what   they  might 
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get  if  they  litigated  things  for  15  or 
20  years." 

A  real  estate  selloff  has  already  be- 
gun. Last  year  the  estate  raised  about 
$100  million  in  cash  by  liquidating 
property;  this  year  it  expects  to  sell 
about  $150  million  worth,  a  large 
piece  of  which  came  in  during  March 
when  the  Waldorf-Astoria  Hotel  in 
New  York  was  sold  to  the  Hilton  Ho- 
tels Corp.  for  $35  million.  There  are 
other  mid-Manhattan  properties  on 
the  block,  including  the  Barclay,  Bilt- 
more  and  Roosevelt  hotels.  The  reor- 
ganization plan  also  calls  for  the  dis- 
posal of  the  45,000  acres  of  coal  lands 
PCTC  owns,  as  well  as  its  remaining 
rail  lines  and  equipment.  Total  esti- 
mated proceeds  of  the  "asset  disposi- 
tion program":  $1  billion  to  $1.2  bil- 
lion, spread  over  the  years  1976-81,  if 
all  goes  well. 

Selling  And  Buying 

But  even  as  the  Reorganized  Com- 
pany sells  hundreds  of  millions  of  dol- 
lars worth  of  property,  its  core  group 
of  ongoing  businesses  will  be  looking 
hard  for  acquisitions.  If  it  seems  in- 
credible that  the  offspring  of  the  big- 
gest business  disaster  in  history  should 
be  acquisition-minded,  the  fact  is  that 
the  acquisition  program  has  already 
started,  even  while  PCTC's  estate  has 
been  tied  up  in  reorganization  court. 

The  continuing  operations  of  the 
Reorganized  Company— and  hence  the 
acquisitions— will  be  centered  in  Penn- 
sylvania Co.,  the  onetime  corporate 
shell  subsidiary  of  PCTC  which  was 
used  as  a  vehicle  for  diversification  in 
the  Sixties.  Pennco  owns,  and  intends 
to  keep,  four  subsidiary  businesses: 
Buckeye  Pipe  Line  (a  petroleum 
transporter),  Edgington  Oil  (a  pe- 
troleum refiner  acquired  last  year), 
Arvida  Corp.  (a  Florida  real  estate 
company)  and  Great  Southwest  Corp. 
(a  troubled  real  estate  company  that 
appears  to  be  working  out  its  prob- 
lems, thanks  in  large  part  to  the  prof- 
itability of  its  Six  Flags,  Inc.  unit 
which  owns  and  runs  several  amuse- 
ment parks).  Altogether  Pennco 
earned  over  $40  million  in  1976  and 
is  expected  to  earn  around  $60  million 
in  1977. 

Those  earnings,  of  course,  are  en- 
tirely tax  free,  for  PCTC  is  the  own- 
er of  a  tax-loss  carryforward  of  ap- 
proximately $1  billion,  which  lasts  un- 
til at  least  1981  and  possibly  even 
later.  The  tax  loss  is  the  key  to  the 
Reorganized  Company's  acquisition 
program.  Very  simply,  the  Reorgan- 
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ized  Company  can  buy  profitable 
companies  from  their  owners  and 
keep  much  of  the  cash  that  the  old 
owners  would  have  to  pay  in  taxes. 
The  extra  cash  can  be  used  to  help 
finance  the  acquisition. 

A  beautiful  example  of  this  kind  of 
deal  is  last  year's  acqusition  by  Penn- 
co of  Edgington  Oil,  a  successful 
West  Coast  refining  company  for 
which  Pennco  met  spirited  bidding 
competition.  Citibank  put  up  much  of 
the  cash  on  a  nonrecourse  loan  (that 
is,  a  loan  secured  by  Edgington's  as- 
sets, not  Pennco's)— a  reflection  of  the 
banking  community's  confidence  in 
Pennco's  management.  "It  [the  Edg- 
ington deal]  is  really  a  model  for  fu- 
ture things  they  can  do,"  says  one 
source  close  to  Pennco.  With  the  tax 
credit,  Pennco  should  be  able  to  pay 
for  the  acquisition  out  of  Edgington's 
own  cash  flow  within  a  few  years. 
Using  tax  losses  to  aid  in  acquisitions 
is  not  new;  Textron  helped  pioneer 
the  concept  a  quarter-century  ago, 
but  never  before  has  a  tax  loss  of 
Penn  Central's  size  been  available. 

Moreover,  while  the  Reorganized 
Company  will  have  a  lot  of  debt  on 
its  balance  sheet,  it  won't  be  the  sort 
of  debt  that  discourages  lending,  be- 
cause it  will  be  paid  off  mostly  from 
the  proceeds  of  the  asset-disposition 
program  and  the  valuation  case.  Says 
Victor  Palmieri,  Pennco's  able  chief 
executive  (and  a  likely  candidate  to 
head  the  Reorganized  Company,  since 
chief  trustee  Blanchette  plans  to  re- 
turn to  private  law  practice) :  "With- 
out being  unduly  aggressive,  Pennco 
could  easily  double  its  base  of  assets 
[currently  $750  million  consolidated] 
within  the  next  five  years." 

The  growth  of  the  Reorganized 
Company  will  almost  certainly  be  con- 
centrated in  energy  services  rather 
than  in  its  older  business,  real  estate, 
in  part  because  real  estate  expansion 
involves  too  long  a  wait  for  a  return 
on  investment.  "It's  no  good  waiting 
five  years  for  things  to  build  up,  and 
then  finding  out  that  the  tax  loss  has 
expired,"  says  one  source  who  watches 
Pennco  closely. 


Heyday:  The  midtown  Manhattan 
station,  designed  by  McKim,  Mead  & 
White,  was  modeled  on  the  Roman 
Baths  of  Caracalla. 
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"Buckeye  [Pipe  Line]  is  going  to 
have  a  very  clear  shot  at  being  a  bil- 
lion-dollar organization  in  the  next 
few  years,"  says  Palmieri.  For  instance, 
Pennco  recently  acquired  Jet  Lines, 
Inc.,  a  small  New  England  pipeline 
operation,  as  an  expansion  of  Buck- 
eye's 4,400-mile  pipeline  business. 
But  Buckeye  chief  executive  George 
Keeley  also  has  his  eye  on  integrating 
the  company  vertically,  especially  in- 
to wholesale  petroleum  distribution. 
"We  might  buy  things  like  a  local 
gasoline  distributor  in  Harrisburg,  Pa. 
or  some  other  location  along  our  pipe- 
line," says  Keeley.  "We  see  ourselves 
becoming  a  marketer  of  petroleum, 
not  just  a  transporter." 

The  reorganization  plan  filed  by  the 
trustees  still  faces  objections  from 
claimants  that  could  derail  the  whole 
scheme.  The  plan  is  based  on  a  fragile 
consensus,  and  too  much  tinkering  or 


delay  could  force  everyone  hack  to 
the  drawing  hoard. 

The  trustees'  plan  is  similar  in  ha- 
sic  outline  to  the  one  proposed  last 
July  (Forbes,  Aug.  15,  1976)  hy 
three  secured  creditor  groups.  These 
include  a  group  of  hanks  led  hy  Citi- 
bank, a  group  of  insurance  compa- 
nies led  by  Equitable  Life  Assurance, 
and  the  trustee  for  the  bankrupt  New 
York,  New  Haven  &  Hartford  Rail- 
road (which  was  merged  into  the 
Penn  Central  system  in  1968  but 
which  was  never  paid  for  its  proper- 
ty). Under  the  plan,  senior  claimants 
accept  a  small  portion  of  their  claim 
in  upfront  cash,  plus  a  package  of 
Reorganized  Company  securities.  Un- 
secured claimants  and  Penn  Central 
Co.,  PCTC's  publicly  held  parent,  re- 
ceive junior  securities  and/ or  Reor- 
ganized Company  common  stock. 

The  plan  is  financially  feasible  be- 
cause the  federal  government,  the 
most  senior  claimant  of  all,  agreed  to 
demand  only  a  fraction  of  its  $500- 
million  total  claim  in  cash  and  accept 
the  rest  in  Reorganized  Company  se- 
cured notes.  The  argument  govern- 
ment negotiators  finally  accepted  for 
postponing  much  of  its  claim  went 
something  like  this:  In  taking  the  rail- 


road properties  and  paying  less  than 
the  estate  wanted,  the  government 
was  causing  all  claimants  to  wait  for 
their  settlements.  So  why  shouldn't 
the  government  wait,  too?  The  gov- 
ernment agreed,  provided  certain  con- 
ditions were  met,  among  them  the 
stipulation  that  all  parties  with  pre- 
bankruptcy  injury  or  death  claims 
against  PCTC  be  paid  in  cash  on  the 
date  of  reorganization. 

The  Roadblocks 

With  the  federal  government  lined 
up  behind  the  plan,  the  trustees  sub- 
mitted their  proposal  to  federal  judge 
John  Fullam  on  Dec.  17,  1976.  But 
there  are  still  roadblocks. 

The  most  crucial  of  these  is  the  fact 
that  some  senior  bondholders  have 
filed  objections  to  the  plan,  complain- 
ing that  it  is  hardly  fair  that  they  get 
the  same  package  of  cash,  bonds,  pref- 
erence and  common  stock  as  junior 
bondholders  do. 

The  arguments  really  get  compli- 
cated—and vehement— when  the  objec- 
tions of  bondholders  of  PCTC's  myriad 
leased  lines  come  up.  The  leased  lines 
are  just  what  their  name  implies— rail- 
road lines  that  were  leased  by  PCTC. 
Many  of  them  were  put  into  bank- 


ruptcy by  PCTC,  and  plans  for  their 
reorganization  are  included  in  the 
overall  PCTC  plan.  In  some  cases, 
their  bondholders  are  quite  happy  to 
receive  the  package  of  cash  and  se- 
curities being  offered  all  secured  cred- 
itors. But  for  a  sample  of  angry  dis- 
sent, you  can't  do  better  than  John 
M.G.  Brown,  59,  a  vice  president  of 
Baker  Watts  &  Co.  in  Baltimore,  who 
owns  a  large  number  of  Pittsburgh, 
Cincinnati,  Chicago  &  St.  Louis  Rail- 
way bonds,  among  others. 

"They're  taking  the  assets  belong- 
ing to  the  leased  lines,"  says  Brown, 
an  eloquent  veteran  of  railroad  reor- 
ganizations, "which  are  often  large 
amounts  of  money  held  in  escrow  for 
the  benefit  of  the  leased-line  bond- 
holders. And  they're  distributing  those 
among  the  holders  of  third-lien  obli- 
gations of  the  New  York  Central, 
which  are  nothing  but  two  streaks  of 
rust  running  through  a  swamp!'' 

Proponents  of  the  plan  retort  that 
the  leased-line  bondholders'  claims  to 
escrowed  cash  are  not  all  that  iron- 
clad, and  that  objections  such  as 
Brown's  could  mean  that  everyone 
will  end  up  getting  nothing  at  all  for 
years  to  come.  Says  one  bank  source 
heatedly:  "I  just  think  that  we're  deal- 


Picking  Over  The  Remains 


Literally  dozens  of  bond  and  stock  issues  are  involved 
in  the  Penn  Central  debacle.  With  consummation  of  a 
reorganization  plan  a  likely  possibility,  these  securities 
present  some  intriguing  speculative  possibilities. 

Most  junior  bonds  of  the  Penn  Central  Transportation 
Co.  system  were  trading  at  around  18  cents  on  the  dol- 
lar last  month,  and  the  senior  issues— such  as  the  New 
York  Central  &  Hudson  River  35£%  bonds  of  1997-were 
trading  at  around  30  (a  reflection  of  the  possibility  that 
they  may  get  a  better  deal).  Yet  if  the  reorganization 
plan  goes  through  in  its  present  form,  nearly  all  issues 
will  be  worth  substantially  more  than  they  trade  for 
now.  Hans  Jacobson,  an  analyst  with  Herzog,  Heine  & 
Co.  who  has  been  following  the  Penn  Central  situation 
closely,  thinks  most  of  the  bonds  will  be  worth  about 
45  or  50  on  the  date  of  consummation,  and  perhaps 
more,  depending  on  how  the  Reorganized  Company's 
preference  and  common  stock  are  valued. 

Figure  it  this  way:  An  old  bond  with  $1,000  face 
amount  and  eight  years'  back  interest  constitutes  about 
a  $1,300  total  claim.  According  to  the  current  plan, 
the  bondholder  would  receive  10%  of  that  $1,300  in 
cash— $130.  He  would  also  get  $390  face  amount  in  the 
Reorganized  Company's  bonds;  the  Series  A  bonds 
would  be  amortized  fairly  quickly  from  the  asset  dis- 
position proceeds,  so  they  can  be  figured  at  about  75% 
of  face.  Series  B  bonds,  payable  from  valuation  case 
proceeds,  will  be  more  speculative. 

Then  the  bondholder  gets  another  $390  face  amount 
of  preference  stock,  which  will  probably  be  discounted 
heavily  since  it  isn't  redeemable  into  cash  until  some- 
time in  the  mid-1980s.  Add  to  that  about  nine  or  ten 
shares  of  common  stock  for  each  $1,300  claim. 

The  common's  value  will  depend  on  the  earnings  of 


Pennsylvania  Co.  and  speculation  on  the  outcome  of 
the  valuation  case.  If  Pennco  earns  $60  million  in  1977, 
that's  $2.40  per  Reorganized  Company  common  share. 
What  will  the  multiple  be?  Impossible  to  say,  but  look 
at  it  this  way:  Pennco's  income  will  start  to  be  taxed 
five  to  seven  years  down  the  road,  so  that  will  take  a 
bite  out  of  future  earnings.  But  while  the  tax  loss  lasts, 
the  company  will  use  the  tax-free  earnings  to  grow  with. 

Jacobson  thinks  one  of  the  best  speculative  values 
buried  among  the  myriad  securities  involved  are  the 
common-stock  issues  of  bankrupt  leased  lines,  including 
the  Northern  Central  Railroad  and  the  preferred  and 
common  issues  of  the  Cleveland,  Cincinnati,  Chicago 
&  St.  Louis  Railway.  These  three  issues  trade  for  around 
$3  a  share,  and  qualify  under  the  plan  as  unsecured 
creditor  claims.  Each  share  of  Northern  Central  stock, 
for  instance,  will  be  entitled  to  about  D2  shares  of  Reor- 
ganized Company  common  under  the  plan,  plus  a  few 
dollars  worth  of  "certificates  of  beneficial  interest."  That's 
a  far  better  way  of  dealing  yourself  into  the  Reorganized 
Company  common  than  buying  Penn  Central  Co.  stock 
itself.  A  share  of  Penn  Central  stock,  which  sells  for 
about  $1.25,  would  wind  up  receiving  only  one-twenty- 
fourth  of  a  Reorganized  Company  share  as  things 
stand  now.  If  Reorganized  .Company  shares  sell  for  $15 
—six  times  probable  1977  earnings— that  would  give  the 
PC  shaieholder  only  62.5  cents  per  PC  share. 

Buyers  of  the  bond  and  stock  issues  should  be  aware 
of  the  thin  market  in  the  securities;  a  big  order  could 
drive  the  prices  way  up.  They  also  take  the  risk,  of 
course,  that  the  plan  will  fail  to  get  through  the  legal 
wrangling  awaiting  it.  But  if  the  plan  does  survive,  a 
lot  of  people  will  make  a  lot  of  money  out  of  securities 
once  thought  to  be  virtually  worthless. 
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Clearing  Away  The  Wreckage 

The  reorganization  plan  submitted  by  the  trustees  of  Penn  Central  Transpor- 
tation Co.,  and  awaiting  action  by  a  federal  court,  would  work  as  follows: 


The  federal  government's  claims,  amounting  to  some  $500 
million,  would  be  paid  in  cash  and  secured  notes.  State 
and  local  governments  ($385  million  in  claims)  would 
be  offered  either  50%  of  their  claims  in  cash  or  100% 
in  secured  notes.  Various  small  unsecured  claimants- 
including  those  with  prebankruptcy  death  or  injury  claims 
against  the  Penn  Central  Railroad— would  be  paid  their 
full  claims  in  cash. 

Secured  creditors  (approximately  $1.8  billion  in  claims) 
would  be  paid  as  follows:  10%  of  the  face  amount  (prin- 
cipal and  interest)  of  their  claims  in  cash;  30%  in  gen- 
eral mortgage  bonds;  30%  in  preference  stock;  and  30% 
in  common  stock.  They  would  receive  Series  A  general 
mortgage  bonds  in  proportion  to  the  amount  that  their 
claims  are  secured  by  assets  not  conveyed  to  Conrail, 


and  Series  B  bonds  in  proportion  to  the  amount  that  thetr 
claims  are  secured  by  assets  that  were  conveyed  to  Conrail. 

Unsecured  creditors  (about  $521  million  in  claims)  would 
be  paid  30%  of  their  claims  in  certificates  of  beneficial 
interest  (see  below),  the  rest  in  common  stock. 

Common  stockholders:  Penn  Central  Co.,  PCTC's  parent, 
would  be  given  10%,  or  2.5  million,  of  the  Reorganized 
Company's  25  million  shares.  But  Penn  Central  Co.  itself 
is  in  bankruptcy  proceedings.  A  recently  announced  re- 
organization plan  would  compensate  PC's  150,000  pub- 
lic stockholders  with  1  million  of  those  2.5  million  new 
shares.  If  the  plan  is  implemented,  about  24  shares  of 
PC  stock  today  will  be  equivalent  to  one  share  of  Re- 
organized Company  stock. 


The  Reorganized  Company 

If  the  trustees'  plan  is  implemented,  the  Re- 
organized Company  will  do  three  things: 


Prosecute  a  lawsuit 

The  Reorganized  Company  will 
sue  the  U.S.  government  for  just 
compensation  for  the  rail  proper- 
ties Conrail  took.  Proceeds  could 
be  anywhere  from  $525  million  to 
several  billions  of  dollars,  com- 
pounded at  8%  annually  starting 
Apr.  1, 1976. 


Dispose  of  property 

The  Reorganized  Company  will 
sell  over  $1  billion  worth  of  prop- 
erty, including  real  estate,  coal 
properties,  the  Pittsburgh  &  Lake 
Erie  Railroad  and  other  remaining 
rail  facilities. 
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Run  ongoing  operations 

The  Reorganized  Company, 
through  its  Pennsylvania  Co.  sub- 
sidiary, will  generate  earnings  and 
make  acquisitions.  Pennco  includes 
Buckeye  Pipe  Line,  Edgington  Oil, 
Arvida  Corp.  and  Great  South- 
west Corp.  In  1976  Pennco  earned 
over  $40  million. 


The  New  Capitalization 

With  the  proceeds  from  these  three  activities,  the  Reorganized  Company 
will  satisfy  its  new  obligations,  the  magnitude  of  which  is  as  follows: 


Cash  obligations:  Approximately  $548  million,  payable  at 
or  before  reorganization. 

Trustee  certificates  (issued  during  bankruptcy  period  to 
the  federal  government):  $50  million,  due  1986. 

Secured  notes:  Approximately  $350  million  principal 
amount,  payable  over  a  period  of  years  with  most  prin- 
cipal and  interest  payable  from  valuation  case  proceeds. 

General  mortgage  bonds:  $557  million  principal  amount; 
Series  A  ($338  million)  payable  mainly  from  asset  disposi- 


tion program;  Series  B  ($219  million)  payable  mainly  from 
valuation  case  proceeds  after  secured  notes  are  paid. 

Preference  stock:  $557  million  liquidation  value,  payable 
out  of  valuation  case  proceeds— after  notes  and  bonds. 

Certificates  of  beneficial  interest:  $195  million  face 
amount;  redeemable  only  if  valuation  case  leaves  enough 
after  notes,  bonds  and  preference  stock  are  paid. 

Common  stock:  25  million  shares;  secured  creditors  get 
55%,  unsecured  creditors  35%,  Penn  Central  Co.  10%, 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

April  7, 1977 


900,000  Shares 

R.  J.  Reynolds  Industries,  Inc. 

Common  Stock 

<*5  Par  Value) 


The  above  shares  of  Common  Stock  are  being  acquired  by  the  several  Underwriters  follow- 
ing the  purchase  by  the  Underwriters  of  600,000  shares  of  $2.25  Convertible  Preferred  Stock 
of  R.  J.  Reynolds  Industries,  Inc.  from  a  stockholder  of  the  Company  and  the  conversion  by 
the  Underwriters  of  the  preferred  shares  into  shares  of  Common  Stock  of  the  Company.  Each 
share  of  Preferred  Stock  is  convertible  into  l.S  shares  of  Common  Stock  on  the  surrender  of  the 
preferred  share  and  payment  to  the  Company  of  $22  in  cash.  The  Company  will  receive 
only  those  proceeds  resulting  from  the  cash  payment  upon  conversion  of  the  Preferred  Stock. 


Price  $63. 75  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  Slates  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 
Bache  Halsey  Stuart  Inc. 


Dillon,  Read  &  Co.  Inc. 
Donaldson,  Lufkin  &  Jenrette 

SecarltfM  Corporation 

Hornblower  &  Weeks-Hemphtll,  Noyes 

Incorporated 

Kidder,  Peabody  &  Co.      KuhnLoeb&Co.      Lazard  Freres  &  Co.     Lehman  Brothers 

Incorporated  Incorporated  Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

E.  F.  Hut  ton  &  Company  Inc. 


Loeb  Rhoades  &  Co.  Inc. 
Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Reynolds  Securities  Inc.  Salomon  Brothers 

Warburg  Paribas  Becker  Inc. 


Wertheim  &  Co.,  Inc. 


White,  Weld  &  Co. 

Incorporated 


Shearson  Hayden  Stone  Inc. 


Perform  a 

death~defying  act 

Give  Heart  Fund. 

American  Heart  Association1  ^) 


ing  with  a  lot  of  naive  people  vvhq 
have  never  found  themselves  in  a 
whorehouse,  and  don't  know  how  ta 
conduct  themselves  properly." 

The  analogy  is  apt.  Reorganiza- 
tions—where everybody  fights  for  a 
piece  of  the  assets,  and  the  devil  with 
the  other  fellow— are  hardly  polite 
places.  If  the  senior  bondholders  iiu 
sist  too  hard  on  their  theoretical  rights, 
they  may  end  up  by  hurting  them- 
selves as  well  as  rival  claimants;  for 
no  one— except  the  lawyers— will  bene- 
fit if  the  reorganization  drags  on  for 
decades,  as  some  of  the  railroad  re- 
organizations of  the  Thirties  did.  In 
the  end,  some  further  tinkering  is  pos- 
sible. For  example: 

1)  The  trustees  or  other  parties 
may  be  able  to  offer  the  objectors  a 
reapportioned  share  of  the  pie  and 
still  hold  the  plan  together. 

2)  The  plan  could  go  ahead  exclud- 
ing some  of  the  assets  claimed  by  var- 
ious senior  claimants.  The  excluded 


". . .  The  hope  is,  says  one 
observer,  that  this  thing  is 
going  to  be  decided  by  rea- 
sonable people' . . ." 


claimants  would  be  allowed  to  squab- 
ble over  "their"  cash  and  other  assets 
for  as  many  years  as  their  hearts  de- 
sired. But  this  option  would  only  work 
if  a  sufficient  amount  of  the  cash  float- 
ing around  the  PCTC  system  in  var^ 
ious  accounts  was  left  available  for 
the  initial  cash  payments  that  every- 
one seeks. 

3)  If  various  claimants  still  object, 
the  federal  court  could  exercise  its 
"cram-down"  power  to  implement  a 
plan  on  the  grounds  that  it  is  the 
fairest  practicable  one.  Objectors 
could  appeal  in  a  higher  court,  and 
possibly  the  Supreme  Court,  but  the 
plan  could  proceed  while  the  appeals 
were  in  progress.  The  danger,  oil 
course,  is  that  objectors  will  obtain 
a  court  order  delaying  the  plan  until 
the  appeals  process  runs  its  course. 

Despite  all  the  potential  pitfalls, 
most  observers  are  confident  that  the 
plan,  or  an  amended  version,  will  sur- 
vive the  ordeal— although  some  key 
insiders  doubt  that  it  can  be  con^ 
summated  by  the  end-of-1977  target 
date.  The  hope  is,  says  one  observer, 
that  "this  thing  is  going  to  be  decid- 
ed by  reasonable  people." 

It's  an  intriguing  situation,  promis- 
ing a  good  deal  to  all  the  creditors— 
and  even  something  to  Penn  Central's 
bedraggled  stockholders.  But  it  could 
founder  if  too  many  creditors  insist 
that  their  particular  rights  be  respect- 
ed to  the  letter.  ■ 
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Under  the  provisions  of  the  Acts  of  Congress  now  in  force,  the  bonds  offered  hereby  and  the  interest  thereon  are,  in  the  opinion  of 
Bond  Counsel,  exempt  from  Federal,  State,  Commonwealth  of  Puerto  Rico  and  local  taxation. 


NEW  ISSUE 


RATINGS: 

Moody's:  Baa  1 
Standard  &  Poor's:  A 


$300,000,000 

Commonwealth  of  Puerto  Rico 

Public  Improvement  Bonds  of  1977 
(General  Obligation  Bonds) 


Dated  April  1,  1977 


Due  July  1,  as  shown  below 


Principal  and  semi-annual  interest  (January  1  and  July  1,  first  payment  January  1,  1978  representing  nine  months'  interest)  payable  at  Citibank,  N.A., 
New  \ork,  New  \ork,  or  at  The  First  National  Bank  of  Chicago,  Chicago,  Illinois,  or  at  Banco  Popular  de  Puerto  Rico,  San  Juan,  Puerto  Rico,  or  at 
Government  Development  Bank  for  Puerto  Rico,  San  Juan,  Puerto  Rico,  at  the  option  of  the  holder.  Coupon  bonds,  in  the  denomination  of  $5,000, 
registrable  as  to  both  principal  and  interest  and,  if  registered,  reconvertible  into  coupon  bonds  at  the  office  of  Citibank,  N.A.,  New  York,  New 
York.  The  Bonds  are  subject  to  mandatory  and  optional  redemption  prior  to  maturity,  as  more  fully  described  in  the  Official  Statement. 

The  Bonds  are  general  obligations  of  the  Commonwealth  of  Puerto  Rico.  The  good  faith,  credit  and  taxing  power 
of  the  Commonwealth  are  irrevocably  pledged  for  the  punctual  payment  of  the  principal  of  and  interest  on  the  Bonds. 


$110,000,000  614%  Bonds  due  July  1,  1987-Price  100% 
$190,000,000  8%    Bonds  due  July  1,  2002- Price  100% 


(plus  accrned  interest) 


The  Bonds  are  offered  for  delivery  when,  as  and  if  issued  and  delivered  to  the  Underwriters,  subject  to  the 
approval  of  legality  by  Brown,  Wood,  Ivey,  Mitchell  y  Petty,  New  York,  New  York,  Bond  Counsel,  and 
certain  other  conditions.  The  offering  of  the  Bonds  is  made  only  by  means  of  the  Official  Statement,  copies  of 
which  may  be  obtained  from  such  of  the  Underwriters  as  may  lawfully  offer  the  Bonds  in  this  jurisdiction.  It  is 
expected  that  the  Bonds  will  be  delivered  in  definitive  form  in  New  York,  New  York,  on  or  about  May  4, 1977 . 


The  First  Boston  Corporation  Morgan  Guaranty  Trust  Company 

of  New  Torlc 

Blyth  Eastman  Dillon  &  Co.       The  Chase  Manhattan  Bank,  N.A.      Merrill  Lynch,  Pierce,  Fenner  &  Smith      Chemical  Bank 

Incorporated  Incorporated 

Kidder,  Feabody  &  Co.  Citibank,  N.A.  Smith  Barney,  Harris  Upham  &  Co.  Bache  Halsey  Stuart  Inc. 

Incorporated  Incorporated 

Banco  Popular  de  Puerto  Rico  Banco  Credito  Banco  de  Poru'e 

y  Ahorro  Ponceno 

BancNorthwest        Bear,  Stearns  &  Co.        A.  G.  Becker  &  Co.        Alex.  Brown  &  Sons         The  Connecticut  Bank  and  Trust  Company 

Municipal  Securities  Incorporated 

Crocker  National  Bank  Drexel  Burnham  Lambert  The  First  National  Bank  of  Chicago  First  National  Bank 

Incorporated  in  Dallas 

First  Pennco  Securities,  Inc.    Girard  Bank     Goldman,  Sachs  &  Co.     Hornblower  &  Weeks-Hemphill,  Noyes    E.  F.  Hutton  &  Company  Inc. 

Girard  Trust  Bank  Incorporated 

Kuhn  Loeb  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Loeb  Rhoades  &  Co.  Inc.  Marine  Midland  Municipals 

Incorporated  Incorporated  Division  of  Marine  Midland  Dank 

Mellon  Bank,  N.A.      W.  H.  Morton  &  Co.      Paine, Webber,  Jackson  &  Curtis      The  Philadelphia  National  Bank      R. W.  Pressprich  &  Co. 

(Div.  of  American  Eipress  Co.)  Incorporated  Incorporated 

Reynolds  Securities  Inc.  Roig  Commercial  Bank  L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers 

Securities  Corp.  of  Puerto  Rico        Shearson  Hayden  Stone  Inc.        Southeast  First  National  Bank         Thomson  McKinnon  Securities  Inc. 

of  Miami 

United  California  Bank  Weeden  &  Co.  White, Weld  &  Co.  Dean  Witter  &  Co.  Frank  Henjes  &  Company,  Inc. 

Incorporated  Incorporated  Incorporated 

April  IS,  1977 


Chasing  The  Coupon  Clippers 


The  rolltop  desks,  the  aura  of  quiet  old  wealth  remain,  but  U.S.  Trust  is  now 
openly  hustling  for  business  and  struggling  to  rebuild  a  tarnished  reputation. 


["united  States  Trust  Company  of  New  York 

j    45  Wall  Street,  New  York.  New  York  10005 
I    Attention:  Mr.  John  Tlmrr 


Dear  Sir:  I  believe  my  estate  to  be  worth  at  least  $500,000  Please 
send  me  your  checklist  titled  "How  Much  Am  I  Really  Worth1" 


*<  )_ 


Member  FDIC 


The  rich  clipping  coupons  from  news- 
paper ads?  Venerable  U.S.  Trust  Co. 
of  New  York  offering  giveaways  like 
some  breakfast  cereal  manufacturer? 
Such  open  soliciting  for  business,  ac- 
knowledges U.S.  Trust  Chairman  Tom 
Killefer,  "would  not  have  been  con- 
sidered quite  nice  at  one  time." 

Indeed  not.  As  banker  to  the  super- 
rich,  U.S.  Trust  never  deigned  to  ad- 
vertise at  all  until  the  early  1950s. 
Only  a  dozen  years  ago  a  top  officer 
could  boast:  "We  would  never  ask  for 
business." 

But  times  and  fashions  change.  U.S. 
Trust  may  still  favor  rolltop  desks  and 
thick  green  carpets  at  45  Wall  Street, 
where  it  has  been  these  89  years,  but 
that's  largely  facade.  Since  Killefer,  an 
athletic  60,  a  lawyer  by  training  and 
Chrysler  Corp.'s  former  chief  financial 
officer,  became  president  in  April 
1976,  U.S.  Trust  has  been  learning  to 
hustle  for  business  anywhere  it  can  be 
found.  It  isn't  finding  the  experience 
an  easy  one. 

To  be  sure,  over  5,000  people  have 
clipped  coupons  like  the  one  above 
since  last  June.  One  respondent  even 
used  the  coupon  to  list  his  assets  at 
$1.8  million.  Two  others,  on  investi- 
gation, proved  to  be  worth  over  $50 
million  each.  All  told,  U.S.  Trust  be- 
lieves fully  20%  of  those  replying  may 
soon  become  trust  clients. 

At  least  it  hopes  so? 

In  regular  banking,  U.S.  Trust  has 
only  $710  million  in  deposits,  barely 
enough  to  rank  it  among  the  top  160 
banks.  Its  strength  has  always  been 
in  money,  management.  With  nearly 
$12  billion  of  other  people's  funds 
under  its  management,  U.S.  Trust  is 
among  the  top  half-dozen  U.S.  banks 
in  trust  business. 

Yet  lately  banking  has  grown  fast- 
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er.  With  income  up  almost  two- 
thirds,  banking  has  far  outpaced  the 
trust  department,  and  now  supplies 
half  of  earnings.  While  the  company's 
gross  income  has  doubled  since  1969, 
to  $86.2  million,  its  earnings,  after  a 
brief  spurt,  have  hardly  budged.  At 
$2.94  a  share  last  year,  its  net  profit 
was  down  sharply  from  1974  s  record 
$3.61,  and  only  a  few  cents  above 
the  amount  U.S.  Trust  earned  in  the 
late  1960s. 

The  real  problem  is  that  U.S. 
Trust's  once  glittering  reputation  as 
an  investment  adviser  is,  like  that  of 
many  another  money  manager,  badly 
tarnished. 

New  York's  A.G.  Becker  Co.  moni- 
tors the  portfolio  performances  of  the 
big  institutions  on  a  scale  that  ranges 
from  1  to  100,  from  good  to  lousy. 
Between  1971  and  1975  one  of  U.S. 
Trust's  separately  managed  funds  fell 
on  the  Becker  scale  from  a  respect- 
able 27  to  a  dismal  85.  Last  year  it 
improved  marginally  to  71,  still  a  sub- 
par  performance. 

So  far,  about  10%  of  its  customer 
list— over  1,000  clients— have  fired  U.S. 
Trust,  although  the  company  man- 
aged to  recoup  some  last  year.  Initially 


Killefer  Of  U.S.  Trust:  Shedding 
the  carriage-trade  image  and  adding 
a  wider  array  of  financial  services. 


these  were  mainly  personal  accounts 
or  smaller  pension  funds.  Lately  big- 
ger funds,  too,  have  quit.  In  a  blaze  of 
headlines  last  fall,  three  big  New  York 
City  employee  funds  dropped  U.S. 
Trust  for  "inadequate  performance," 
and  just  last  March  Allied  Chemical 
switched  its  $20-million  pension  fund 
to  MacKay-Shields  Financial  Corp. 
and  Morristown,  N.J.'s  American  Na- 
tional Bank  &  Trust. 

In  Arizona,  95  investors  have  tak- 
en U.S.  Trust  to  court  over  a  tax-shel- 
ter investment  that  went  sour.  In  New 
York,  teachers  are  suing  for  $13  mil- 
lion—lost, they  claim,  by  U.S.  Trust's 
rash  investments.  U.S.  Trust's  own 
stock  languishes  in  the  low  20s,  below 
book  value  and  just  half  its  value  four 
years  ago. 

Enter  Tom  Killefer,  a  Rhodes  schol- 
ar and  former  naval  air  ace.  Lured 
from  Chrysler  by  an  executive  search 
firm  last  spring  to  be  U.S.  Trust's  pres- 
ident, Killefer  took  complete  charge 
within  two  months  when  longtime 
boss,  Charles  Buek,  U.S.  Trust's  first 
up-through-the-ranks  chairman,  un- 
derwent heart  surgery. 

In  Detroit,  Killefer  is  still  remem- 
bered for  his  part  in  skillfully  nego- 
tiating short-term  bank  loans  in  the 
wake  of  the  Penn  Central  crash  when 
Chrysler  Financial  Corp.  couldn't  roll 
over  $1.6  billion  in  commercial  paper. 
His  problem  at  U.S.  Trust  is  a  bit  less 
urgent,  but  even  more  fundamental. 
"The  biggest  nut  we  have  to  crack 
here,"  says  Killefer,  "is  to  maintain  our 
high  degree  of  personal  service— our 
hallmark— without  increasing  costs.  I 
admit  I'm  not  sure  of  the  answer." 

Killefer  already  has  made  changes 
that  should  help.  Where  once  it  large- 
ly pursued  the  quiet  rich,  U.S.  Trust 
in  March  opened  an  office  in  Bever- 
ly Hills,  Calif.,  where  the  flashy 
rich  live.  It  opened  yet  another  in 
Palm  Beach,  Fla.  It  also  started  charg- 
ing for  services  previously  rendered 
free.  Last  fall,  for  example,  U.S.  Trust 
held  a  seminar  on  the  1976  Tax  Re- 
form Act  that  attracted  600  people  at 
$15  a  head.  It's  also  pushing  deeper 
into  personal  financial  counseling,  of- 
fering advice  on  insurance,  real  estate 
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jind  even  the  correct  use  of  credit 
cards— again  for  a  fee.  Killefer  has  or- 
dered more  accounts  to  be  commin- 
gled to  cut  expenses. 

Nor  is  Killefer  ignoring  the  com- 
imercial  bank  business.  He  has  opened 
an  office  on  Grand  Cayman  Island  to 
oreak  into  the  Eurodollar  lending 
-market,  and  last  October  had  U.S. 
Trust  issue  $25  million  in  8.5%  notes, 
ts  first  ever  debt  issue.  That  alone 
should  help  swell  its  bank-loan  port- 
:olio  from  $508  million  to  over  $700 
million  during  the  next  two  years. 

But  the  biggest  task  is  to  improve 
nvestment  performance.  Killefer  has 
landed  the  investment  department  to 
Hans  Jepson,  hired  from  Alliance  Cap- 
tal  Management  where  he  was  head 
of  research. 

Just  40  and  unabashedly  ambitious, 
fepson  dates  his  love  of  the  stock  mar- 
<et  back  to  his  speculations,  when  he 
tvas  a  teenager,  in  penny  stocks  with 
uoney  earned  delivering  newspapers. 
"I  was  very  lucky,"  he  says,  "and  got 
hooked  for  life." 

More  mature  now,  Jepson  devout- 


". . .  pushing  deeper 
into  personal  financial 
counseling— insurance, 
real  estate— for  a  fee  . . ." 


y  believes  in  formulas  and  computer 
nodels  and  preaches  a  conservative 
philosophy  that  stresses  what  he  terms 
'a  balanced  investment  approach." 
?or  his  200-plus  portfolio  managers 
ind  analysts,  Jepson  has  identified 
;ome  350  stocks  in  nine  sectors.  These 
emphasize  consumer  staples  (cosmet- 
cs,  household  products  and  photog- 
*aphy),  raw  and  intermediate  mate- 
ials  (particularly  chemicals  and  steel) 
ind  capital  goods  (mainly  machine 
ools ) ,  plus  some  former  growth  stocks 
ike  Avon  for  yield.  For  the  moment, 
epson  is  spuming  such  areas  as  com- 
pter leasing,  savings  and  loan  or  elec- 
ric  utilities  (he  sees  interest  rates  ris- 
ng  through  1978). 

Any  comeback  is  bound  to  be  dif- 
icult.  Already  critics  are  chiding  Jep- 
on  for  modestly  reducing  his  cash  to 
my  equities  late  in  1976.  This  year 
he  Dow  Jones  industrial  index  is  off 
)%.  "We  aren't  trying  to  catch  every 
quiggle  in  the  market,"  retorts  Jep- 
on.  "If  we  don't  extend  too  far  in  any 
>ne  direction,  we  should  be  in  the  top 
hird  in  performance  at  all  times." 

But  a  reputation,  once  lost,  is  not 
easily  regained.  Says  Killefer,  with 
ust  a  trace  of  resignation  in  his  voice, 
'The  garden  is  tilled,  the  fertilizer  is 
>n,  but  nothing  is  up  yet."  ■ 
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The  Cartier  Edition  Mark  V.  Dove  gray  monochrome,  inside  and  out.  As  cool  and  elegant  as  fresh  water  pearls. 


The  Mark 
of  the  Designers 


Following  the  personal  specifications  of  four  of  the  greatesl 
names  in  the  field  of  design,  we  present  a  Designer  Series 
of  Mark  V  automoPiles.  First,  each  designer  chose  his  own 
combination  of  color  and  texture.  Then  he  added  those  extr. 
touches  that  would  make  his  Mark  V  uniquely  his.  The  result 
four  limited  edition  cars  that  cannot  be  mistaken  for 
anything  but  the  Mark  of  the  Designers. 


How  a  Key  Agent  of  The  Home 
made  a  fast  inventory  check  that  led 
to  a  fast  settlement  check* 

Burglary  at  the  Bi-Rite  warehouse  in  Man- 
chester, New  Hampshire!  A  silent  alarm  was 
triggered,  and  the  police  rushed  to  the  scene 
to  discover  that  arson  had  been  committed 
as  well. 

The  fire  department  responded  fast— and 
so  did  Home  Key  Agent  Frank  O'Gara,  of  The 
S I awsby  Agency,  Nashua,  N.H.  Frank  assessed 
the  damage,  helped  secure  the  warehouse, 
and  within  twelve  hours  completed  an  inven- 
tory that  expedited  the  claim  settlement. 

On-the-spot  service.  Another  reason  why 

Home  Key  Agents  give  you  that  "Something  Extra'/* 


your  Home  Key  Agent  is  the  man  to  see 
when  it  comes  to  insurance.  He  gives  you 
that  "Something  Extra!' 

For  the  Key  Agent  nearest  you,  look  in 
the  Yellow  Pages. 

The  Home  jk 
Insurance  <1 
Company  F| 

ACity  Investing  Company 


Back  To  Basics:  After  their  scare,  Sumner  (left)  and  Stanley  Feldberg  pay  closer  attention  to  merchandising. 


The  Education  Of  Sumner 
And  Stanley  Feldberg 

The  Feldberg  boys  had  a  great  reputation 
for  being  miracle  merchants,  but  the 
real  miracle  was:  They  survived. 


Any  company  netting  just  1  cent  on 
the  sales  dollar  hardly  merits  ap- 
plause. But  neither  should  Zayre 
Corp.'s  Feldberg  cousins— Chairman 
Sumner  and  President  Stanley— have 
to  duck  any  brickbats  at  next  month's 
annual  meeting  in  Boston.  For  Zayre, 
whose  $1.1  billion  in  discount  retail 
sales  last  year  ranks  it  among  the  four 
largest  chains  in  its  field,  has  clearly 
survived  the  recent  severe  shakeout 
among  discounters. 

Last  year  the  Feldbergs'  family- 
controlled  (33%),  255-unit  discount 
store  chain  earned  $11.1  million— a 
modest  amount  in  relation  to  sales,  but 
more  than  double  1975's  $4.9  million 
and  far  above  the  $830,000  Zayre 
netted  in  1974.  With  the  outlook  for 
retail  sales  brightening  and  with  few- 
er competitors  around,  some  on  Wall 
Street  expect  Zayre  to  earn  $2.50  a 
share  in  1977,  (vs.  $2.11  in  1976). 
Zayre's  stock,  after  collapsing  from 
47  to  3,  is  back  to  8  in  recent  heavier 
trading. 

"There  is  plenty  of  room  on  the  up- 
side," says  Sumner  Feldberg,  cheer- 
fully putting  a  good  face  on  poor  prof- 
it margins.  Not  noted  for  modesty,  the 
Feldberg  cousins  for  almost  two  de- 
cades had  been  retailing  heroes.  Only 
seven  years  out  of  college  (Sumner 
from  Harvard  Business  School  and 
Stanley  from  earning  a  Phi  Beta  Kappa 


at  Dartmouth),  they  used  their  fam- 
ily's smallish  northeastern  chain  of 
women's  apparel  stores  in  1956  to  get 
early  into  soft-goods  discounting.  "We 
felt  we  had  a  lion  by  the  tail,"  booms 
deep-voiced  Sumner,  the  same  age 
(now  52)  as  his  cousin  but  heavier 
around  the  jowls. 

S.S.  Kresge's  first  K  mart  was  six 
years  fom  opening  when  the  Feld- 
bergs unveiled  their  first  Zayre  store 
(from  the  Yiddish  for  very  as  in  very 
good)  in  Hyannis,  Mass.  With  volume 
doubling  every  second  or  third  year, 
they  feverishly  added  new  stores, 
spreading  rapidly  from  their  New  En- 
gland base  westward  via  Chicago  to 
Minneapolis  and  south  to  Miami.  By 
1974  Zayre  boasted  258  discount 
units,  100  or  so  specialty  fashion 
shops,  a  handful  of  supermarkets  and 
95  gasoline  stations  on  Zayre  parking 
lots.  Almost  overnight  the  Feldbergs 
were  worth— on  paper— over  $50  mil- 
lion. But  perhaps  the  cousins  hadn't 
learned  their  history  very  well  at  col- 
lege, because  they  seemed  to  have 
overlooked  the  fact  that  big  booms 
often  end  in  big  busts. 

"We  thought  we  were  on  a  rocket- 
ship  headed  not  for  the  moon,  but  to 
Jupiter  and  beyond,"  continues  Stan- 
ley, the  quieter,  less  florid  one.  "I  am 
not  trying  to  shift  the  blame,  but  at 
that  time  everybody  was  expanding. 


Nobody  was  blowing  the  whistle." 

The  Feldbergs  had  plunged  too 
deeply  into  debt.  Where  Kresge  had 
under  3  cents  of  debt  per  $1  of  equity, 
Zayre  had  $1.18.  Understandably,  as 
the  recession  hit,  their  bankers  and 
suppliers  got  nervous. 

"The  scariest  moment,"  says  Sum- 
ner, cutting  into  the  conversation, 
"came  in  February  1975  [the  month 
giant  W.T.  Grant  showed  signs  of  fol- 
lowing a  slew  of  smaller  retailers  into 
bankruptcy].  Our  name  was  linked 
with  theirs.  There  was  a  lot  of  whis- 
pering. People  kept  calling  to  say,  'We 
hear  you  aren't  healthy.'  " 

Although  Zayre  was  no  Grant,  it 
wasn't  very  healthy.  "We  were  in  a 
vicious  circle,"  says  Sumner  recalling 
how  with  wages  rising  faster  than 
sales  they  tried  paring  the  payroll  to 
the  bone.  "To  maintain  profit  margins 
we  squeezed  the  number  of  people 
on  the  floor.  That  led  to  a  deteriora- 
tion in  standards  and  a  further  de- 
cline in  productivity."  So  intent  were 
the  Feldbergs  on  keeping  expenses 
down  that  they  let  their  stores  be- 
come unkempt  and  dirty.  The  mer- 
chandising staff  too  often  left  the 
shelves  bare  of  basic  discount  items 
like  health-care  products  and  house- 
hold cleaning  supplies. 

The  Feldbergs  ordered  a  virtual 
halt  to  store  openings— only  two  in  the 
last  2&  years.  With  capital  expendi- 
tures running  at  barely  a  fourth  the 
level  of  the  early  1970s  and  profit 
margins  rising  again,  Zayre's  moun- 
tain of  debt  is  slowly  diminishing— 
from  1973's  $128  million  to  $106  mil- 
lion in  the  fiscal  year  ended  Jan.  29. 
Now  they  can  concentrate  full  atten- 
tion on  operations  and  merchandising 
and  worry  less  about  getting  liquid. 

What's  ahead  for  Zayre?  Discount- 
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If  I  have  to  go  to  New  York, 
I  want  oil  of  it" 

Boy  do  I  complain 
when  I  hove  to  go  to  ' 
New  York  on  business. 
It's  o  hassle  and  a  grind 
and  too  much  work. 
Except  when  I  get  there. 
Then,  for  the  week,  I  always  wish 
that  I  lived  there. 

I  can  always  find  some  little 
"charchka"  from  Design  Research  or 
Georg  Jensen  to  bring  bock  and 
show  off. 

If  I  have  to  go  to  New  York,  I  want 
all  of  it.  I  stay  at  The  Biltmore.  Whether 
I'm  in  the  lobby  or  my  room,  I 
know  I'm  in  New  York.  (Then  there's 
that  great  check  out  system.  I  just 
drop  off  my  key  They  bill  me  later) 
Once  I  had  to  sfoy  in  one  of  those 
big  chain  hotels  that  could  be  in  any 
city  in  the  country  and  probably  is. 

Then  you  should 
have  heard  me. 


The  Biltmore 


43rd  G  Madison 
(800)  221-2690.  In  New  York  State,  col 
(800)  522-6449.  In  the  city  661-1717. 


ing  is  now  a  mature  (and  not  notably 
profitable)  form  of  retailing.  Many  of 
Zayre's  stores  are  in  the  slower  grow- 
ing northern-tier  states.  But  the  Feld- 
berg  boys  like  to  see  the  sunny  side: 
"It's  nonsensical  to  write  off  the 
North,"  says  Stanley.  "You  can  make  a 
career  out  of  expanding  and  putting 
in  new  stores  up  here."  The  Feldbergs 
cite  their  recent  experiences  with  a  six- 
year-old  store  outside  New  Bedford, 
Mass.,  an  old  whaling  town  with 
chronic  high  unemployment. 

"Shortly  after  we  opened,  a 
K  mart  moved  in  literally  across  the 
street,"  says  Stanley,  "but  you  would 
never  know  it  from  the  numbers.  Our 
store  keeps  growing  and  now  does 
$100  a  square  foot,  above  the  aver- 
age." Why?  The  Feldbergs  find  that 
hard  to  explain,  but  they  argue  that 
a  store  offering  basic,  low-cost  goods 
will  always  attract  customers  even 
when  many  must  pay  for  goods  with 
their  welfare  checks.  Furthermore, 
adds  Stanley,  a  slower-growing  area 
attracts  less  new  competition. 

At  any  rate,  these  days  the  Feld- 
bergs are  minding  their  stores  with 
more    care— and    with  considerable 


". . .  'We  thought  we  were 
on  a  rocket  ship  headed 
not  for  the  moon,  but  to 
Jupiter  and  beyond' . . ." 


talent.  They  have  converted  two  exist- 
ing units  into  working  laboratories. 
The  first,  hard  by  their  Framingham, 
Mass.  headquarters,  is  experimenting 
with  relocating  departments,  with 
different  merchandise  displays  and 
with  redesigning  a  bewildering  array 
of  in-store  signs.  "We've  gotten  rid  of 
the  visual  pollution,"  says  Stanley. 
The  second  and  more  ambitious  lab- 
oratory store  opened  in  late  April 
outside  Boston  with  $400,000  of  new 
store  frontage  plus  the  latest  in  fix- 
tures. This  new  design,  say  the  Feld- 
bergs, should  raise  sales  in  the  first 
year  by  one-fourth. 

Do  they  plan  on  converting  other 
stores  at  once?  "Oh,  no,"  chorus  the 
Feldbergs.  "Even  if  we  could  afford 
that,  we  wouldn't  want  to  rush  in  and 
make  another  mistake.  We  want  to 
phase  in  the  changes  at  about  10 
or  15  stores  a  year.  When  our  experi- 
ments are  complete,  this  will  be  our 
prototype  store  for  the  1980s." 

Such  caution  is  a  big  and  refresh- 
ing change  from  the  cousins'  brash 
old  ways;  the  close  call  they  had  has 
made  them  better  businessmen. 
"We've  learned  a  thing  or  two,"  ad- 
mits Sumner.  ■ 
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Call  your  corporate  travel  office  or  travel  agent. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

$30,000,000 

Texas  International  Company 

11V2%  Subordinated  Debentures  due  1997 

Price  100% 

plus  accrued  interest  from  April  1, 1977 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  Lambert 

INCORPORATED 

Bache  Halsey  Stuart  Inc.     Goldman,  Sachs  &  Co.     Hornblower  &  Weeks -Hern phi  11,  Noyes 

INCORPORATED 


E.  F.  Hutton  &  Company  Inc. 
Loeb  Rhoades  &  Co.  Inc. 
Reynolds  Securities  Inc. 
Wertheim  &  Co.,  Inc. 
L.  F.  Rothschild,  Unterberg,  Towbin 

Aprii  7, 1977 


Kidder,  Peabody  &  Co. 

INCORPORATED 


Kuhn  Loeb  &  Co. 

INCORPORATED 


Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED 

Smith  Barney,  Harris  Upham  &  Co. 

INCORPORATED 

Moseley,  Hallgarten  &  Estabrook  Inc. 


Shields  Model  Roland  Securities 

INCORPORATED 
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Quality  Certain, 
Satisfaction  Guaranteed 


Thanks  to  high  fuel  costs  and  its  own  French 
connection,  a  company  with  an  odd  name  is  doing  well. 

fices  and  warehouses.  Also  builders 
of  new  homes  today  generally  use 
50%  more  insulation  than  in  the  past 
in  order  to  cut  heating  costs. 

"Business  is  now  so  good,"  says 
Meads,  "that  capital  constraints  are 
our  main  problem.  Those  are  very 
high-class  worries."  Along  with  others 
in  the  fiberglass  industry,  his  concern 
is  that  demand  for  insulation  may 
grow  faster  than  fiberglass  supplies. 
That  could  help  competitors  with 
cheaper  but  less  efficient  products  like 
macerated  paper. 

All  Those  Leaky  Roofs 

The  insulation  boom,  moreover, 
comes  at  a  time  when  stripped-down 
Certain-teed's  other  product  lines  are 
perking  up.  Roofing  is  the  company's 
second-largest  revenue  and  profit 
producer,  and  Meads  expects  it  to  get 
a  belated  boost  as  a  result  of  the 
home-building  binge  that  followed 
World  War  II.  "All  those  houses  are 
30  years  old  and  starting  to  leak,"  he 
says.  Other  Certain-teed  activities- 
like  production  of  water  pipe  and 
building  materials  distribution— are 
growing  steadily  as  construction  activ- 
ity increases. 

Growth,  of  course,  consumes  lots  of 
capital  and  attracts  competition. 
Meads'  latest  venture  is  a  $50-million 
plant  to  produce  fiberglass  reinforce- 
ments. That's  big  money  for  Certain- 
teed.  The  need  for  lighter  compo- 
nents in  everything  from  automobiles 
to  appliances  makes  that  a  fast-grow- 
ing field,  but  the  technology  is  tough. 
Also,  Georgia-Pacific— a  company  five 
times  Certain-teed's  size— is  moving 
into  the  roofing  business.  When  G-P 
started  selling  gypsum  in  the  late  Six- 
ties, it  quickly  horned  in  on  competi- 
tors' market  shares. 

Certain-teed's  French  connection 
—the  $6-billion-a-year  European  con- 
struction conglomerate  St.  Gobain- 
Pont-a-Mousson— has  a  lot  to  do  with 
why  Meads  isn't  worried  about  these 
two  challenges.  After  entering  a  joint 
venture  ten  years  ago,  St.  Gobain  now 
owns  54%  of  Certain-teed's  shares, 
picked  up  largely  through  the  open 


In  today's  expanding  economy,  turn- 
arounds are  a  dime  a  dozen.  But 
Philadelphia-based  Certain-teed  is  a 
corporate  reversal  with  bells  on  it. 

Two  years  ago,  the  building  mate- 
rials supplier  was  overdiversified— 
selling  everything  from  corrugated 
cardboard  to  bricks  made  from  gar- 
bage. Construction  doldrums  had  clob- 
bered demand  in  the  company's  ba- 
sic business.  The  Wall  Street  Journal 
front-paged  a  story  about  irregulari- 
ties at  its  money-losing  real  estate 
subsidiaries  and,  adding  to  the  dif- 
ficulties, the  corporate  treasurer  van- 
ished with  $1.5  million  in  compa- 
ny funds. 

Today  Certain-teed  is  one  of  Wall 
Street's  hot  new  concept  stocks. 
"We've  cleared  away  the  corporate 
crabgrass,"  says  Chairman  Donald 
Meads,  brought  in  by  3%  stockholder 
INA  Corp.  during  Certain-teed's  dark- 
est days.  "Now  we're  a  sleek  ship, 
ideally  positioned,  ready  to  go  at  just 
the  right  time." 

Mixed  metaphors  aside,  Meads  may 
be  right.  In  1976  his  company  earned 
a  record  $37  million  on  revenues  of 
$665  million.  Nearly  one-third  of  that 
business— and  a  greater  portion  of  the 
profits— comes  from  fiberglass  insula- 
tion. High  fuel  costs  make  growth 
prospects  excellent  for  insulation  and 
Certain-teed  has  a  near-25%  market 
share,  trailing  only  Owens-Corning 
and  Johns-Manville.  At  28,  Certain- 
teed's  stock  has  more  than  trebled 
from  its  1975  low  and  is  not  far  from 
its  alltime  high. 

Plenty  Of  Demand 

Why  so  big  a  pickup?  In  a  word: 
insulation.  Last  year  2.6  million  U.S. 
homes  were  reinsulated.  That  is  dou- 
ble the  annual  rate  for  the  early  Sev- 
enties, and  experts  estimate  that  still 
only  one-third  of  the  nation's  48  mil- 
lion single-family  homes  are  insulated 
properly.  A  conservation-centered 
energy  policy  with  tax  credits  or  sub- 
sidies will  boost  reinsulation,  and 
there  is  also  a  fat  commercial  market 
in  the  offing,  in  adding  cold-weather 
protection  to  single-story  factories,  of- 


Meads  of  Certain-teed:  His  main 
problem  is  capital  constraints. 
"Very  high-class  worries,"  he  says. 

market.  St.  Gobain's  fiberglass  know- 
how  and  financial  stability  are  an  im- 
portant asset:  French  engineers  are 
working  to  debug  the  new  textile  fi- 
berglass plant  in  Texas,  and  earlier  St. 
Gobain  contacts  helped  Certain-teed 
to  get  a  vital  bridge  loan  from  Euro- 
pean-American Bank.  In  fact,  the 
whole  relationship  is  almost  inces- 
tuous. Philadelphia's  INA  Corp.  not 
only  holds  3%  of  Certain-teed's  stock- 
making  it  a  major  minority  sharehold- 
er—but it  also  owns  a  big  piece  of 
Compagnie  Financere  de  Suez,  which, 
in  turn,  controls  St.  Gobain. 

Tender  Offer? 

As  the  largest  privately  owned  firm 
in  France,  St.  Gobain  leads  the  list  of 
entities  the  Socialist-Communist  alli- 
ance is  pledged  to  nationalize.  How 
will  that  affect  Certain-teed?  Meads, 
who  for  six  years  headed  the  Rock- 
efeller-backed International  Basic 
Economy  Corp.,  thinks  the  company 
will  retain  its  present  independence. 
"We're  professional  managers,"  ex- 
plains the  57-year-old  Harvard  MBA. 
"French  politicians  won't  want  to  kill 
their  golden  goose  3,000  miles  away." 

Certain-teed's  French  ownership,  in 
fact,  may  be  a  hidden  benefit  for  mi- 
nority investors.  "St.  Gobain  has  a 
clear  need  to  export  capital,  and  Cer- 
tain-teed is  an  obvious  place  to  invest 
it,"  says  Wertheim  &  Co.  construction 
analyst  Richard  Bove,  who  thinks 
there  is  a  possibility  of  a  tender  offer 
from  the  parent  for  the  rest  of  Cer- 
tain-teed's stock.  Late  last  year  St.  Go- 
bain bought  out  Certain-teed's  sec- 
ond-largest stockholder— a  British  firm 
—for  $35  million.  ■ 
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The  Faf  nir  story  makes  a  point 
about  something  even  more  vital 

than  bearings. 


Since  1911,  Fafnir  precision  bearings  have  played  a 
vital  part  in  the  most  fertile  period  of  technological 
development  the  world  has  ever  seen.  But  a  free  com- 
petitive atmosphere  was  even  more  vital  to  the  produc- 
tion of  the  constant  stream  of  American  inventions  to 
which  Fafnir's  technical  leadership  has  contributed. 

This  story  makes  an  effective  case  for  the  vitality  of 
the  private  enterprise  system,  according  to  an  initial 
survey  of  viewer  reactions  to  Textron's  current  television 
campaign. 

Comments  on  the  advertising,  which  includes  com- 


mercials about  several  other  divisions  of  Textron,  were 
overwhelmingly  favorable.  93%  of  viewers  with  proven 
recall  of  the  campaign  said  the  commercials  were  in- 
formative. 96%  found  them  believable.  84%  thought 
corporations  should  do  this  kind  of  advertising. 

Viewers  also  had  some  nice  things  to  say  about  Tex- 
tron. Which  goes  to  show  that  making  a  case  for  Busi- 
ness can  be  good  business. 

For  more  details,  and  a  copy  of  our  Annual  Report, 
write  "Response,"  Textron,  Providence,  Rhode  Island 
02903. 


Back  when  America  was  picking  up 
speed,  most  of  the  bearings  it  rolled  on 
had  to  come  from  Europe 


Because  the  American  system  is  de- 
signed to  rewaid  those  who  find  better 
ways  to  meet  people's  needs. 


19,000  varieties  of  bearings.  And  Fafnir 
has  grown  from  seven  people  to  seven 
thousand  And  expects  to  keep  growing, 


A  group  of  Connecticut  Yankees  decided 
to  change  all  that,  and  started  the  Fafnir 
Bearing  Company.  Their  first  target:  150 
ball  bearings  a  day. 


as  it  continues  to  work  on  new  ways  to  do 
what  people  want  done.  That's  what  pri- 
vate enterprise  is  all  about 


But  American  industry  was  just  starting  to 
take  off.  Soon,  an  amazing  parade  of  ma- 
chines came  along. 


orturn  at  half  a  million  rpm  or  operate  in 
extreme  heat  and  cold.  So  today,  Textron's 
Fafnir  Bearing  Division  makes 


And  that's  what  we  do  at  every  division  of 
Textron 


Faces  Behind  The  Figures 


■  ■  •  .vn 


Why  Is 

This  Man  Smiling? 

He  may  be  whistling  in  the  dark,  but 
Westinghouse  Electric  Corp.  Chair- 
man Robert  E.  Kirby  insists  that  his 
company  will  come  out  on  top  of  its 
tangled  uranium  contracts  mess  de- 
spite potential  liabilities  of  $600  mil- 
lion to  over  $2  billion. 

So  far,  there's  not  much  for  Kirby 
to  go  on.  After  all,  Westinghouse  has 
settled  with  only  three  of  the  27  util- 
ities across  the  country  with  whom  it 
contracted  to  supply  80  million  pounds 
of  uranium  at  $30  a  pound  below  the 
market  price— and  then  couldn't  deliv- 
er. The  first  settlement,  for  $11.5  mil- 
lion, is  a  drop  in  the  bucket. 

But  Kirby  cites  the  statement  of 
the  Pennsylvania  judge  who  approved 
the  settlement:  "Persuasive  evidence" 
of  a  conspiracy  by  29  uranium  pro- 
ducers to  fix  prices  and  allocate  mar- 
kets in  order  to  destroy  Westinghouse 
as  a  uranium  competitor.  This  evi- 
dence, Kirby  says,  will  carry  the  day 
in  the  antitrust  suit  Westinghouse  has 
filed  against  the  producers. 

"They're  guilty  as  hell!"  Kirby  told 


a  small  group,  after  addressing  the 
Manhattan  security  analysts.  "They'll 
be  forced  to  settle  to  avoid  trial.  In 
fact,  T  believe  the  utilities  ultimately 
will  be  forced  to  join  us  in  the  suit.  I 
expect  we'll  collect  everything  we 
have  to  pay  out  because  of  our  con- 
tract problems,  and  the  utilities  will 
collect  everything  they  do  not  recover 
from  us." 

Kirby  would  like  to  get  the  litiga- 
tion cleared  up  because  it  overhangs 
everything  at  what  he  calls  the  "new 
Westinghouse."  What's  so  new?  Care- 
ful cost  controls  and  strategic  plan- 
ning; debt  cut  by  $700  million  over 
the  last  two  years;  disposal  of  opera- 
tions with  losses  of  more  than  $100 
million  (and  sales  of  more  than  $1 
billion).  Power  generation  equipment 
is  still  a  trouble  spot,  but  Kirby  thinks 
the  nationwide  electric  power  short- 
age that  he  has  been  predicting  for 
the  past  couple  of  years  is  now  in- 
evitable. The  result  can  only  be  a 
scramble  by  utilities  for  the  equip- 
ment Westinghouse  makes. 

Still  the  uranium  contracts  mess 
won't  go  away  overnight.  Kirby  has 
set  a  target  of  three  years  for  wind- 


Asset:  Engineer  Robert  Kirby  hopes 
Westinghouse  can  make  a  bundle 
from  uranium  antitrust  lawsuits. 


ing  it  up,  but  concedes  it  might  take 
up  to  five.  He  insists,  however,  that 
the  outcome  isn't  in  doubt. 

Of  Westinghouse's  own  suit  against 
the  uranium  producers,  Kirby  says: 
"Everyone  thinks  our  suit  is  just  a  cov- 
erup  for  a  management  blunder,  but 
it's  very  real,  very  big,  and  we  believe 
we  are  going  to  win."  ■ 


Too  Much 

Of  A  Good  Thing? 

At  first  glance  everything  would 
seem  to  be  coming  up  roses  for  coal- 
man Carl  Bagge.  After  years  in  which 
his  industry  was  either  ignored  or  la- 
beled "marginal,"  the  National  Coal 
Association  president  can  now  crow: 
"We're  finally  recognized  as  the  moth- 
er fuel." 

Indeed,  electric  utilities  now  have 
no  choice  but  to  go  to  coal:  No  oil- 
or  gas-fired  steam  generating  plants 
will  be  brought  on  line  in  this  coun- 
try after  1982— which,  given  the  lead 
time  needed  to  build  a  big  plant  these 
days,  means  that  the  last  oil-  or  gas- 
fired  plant  will  soon  be  under  con- 
struction. And  President  Carter  is  so 
serious  about  coal  that  he  wants  to 
mandate  its  use  in  all  new  and  exist- 
ing utilities  and  major  fuel-burning 
installations. 

But  would  you  believe  that  Carl 
Bagge  disagrees  with  that  manda- 
tory coal  approach? 

Two  years  ago  Bagge  supported 
the  notion  of  mandating  coal,  "but 
only,"  he  says,  "because  the  utilities 
were  talking  about  doubling  their 
use  of  oil  between  1975  and  1978.  The 
only  way  to  get  any  attention  was  to 
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come  out  for  mandatory  coal  usage." 

But  Bagge  has  another  worry  these 
days.  The  official  script  calls  for  dou- 
bling coal  output,  to  1.2  billion  tons 
per  year,  within  the  next  decade, 
whereas  actual  production  has  crept 
upward  at  a  2.4%  growth  rate.  That 
means  coal  supplies  will  be  tight — 
and  prices  high. 

"If  the  government  mandates  con- 
version for  existing  industrial  and  util- 
ity boilers,  it's  going  to  create  market 
dislocation,"  warns  the  50-year-old  sil- 
ver-haired advocate.  "Then  the  gov- 


ernment will  say,  'Now  that  you're  big 
boys,  you  get  price  controls.'  " 

It  won't  be  the  first  time  Bagge  has 
done  an  about-face  on  a  major  policy 
issue.  When  he  was  a  Federal  Power 
Commissioner,  he  kept  the  price 
clamps  on  the  natural  gas  industry: 
"I  thought  I  was  doing  the  Lord's 
work  regulating  natural  gas."  But  he 
changed  his  mind  on  that  one,  and 
came  out  for  decontrol  in  1968. 

It  seems  to  depend— like  so  many 
things  in  politics— on  whose  ox  is 
being  gored.  ■ 


His  Cup  Runneth  Over:  National  Coal  Association  President  Carl  Bagge  is  in 
favor  of  the  U.S.  using  more  coal,  but  by  choice,  not  government  fiat. 


In 1976  ITTincreased 
its  dividend  for  the  13th 
consecutive  year— that's 
only  one  measure  of  our 
remarkable  performance. 
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Our  Annua)  Report  notes  that  we  have 
high  confidence  that  1977 will  prove 
to  be  one  more  outstanding  year  in  our 
long  record  of  upward  progression 
and  management  performance? 

We  achieved  the  highest  sales  in  our 
56-year  history  too,  and  the  second 
highest  earnings. 

Consolidated  income  before  extra- 
ordinary items  in  1976  increased  23%  to 
$489  million  ($3.95  per  common  equiva- 
lent share),  compared  to  $398  million 
the  year  before  ($3.20  per  share). 

Worldwide  sales  and  revenues,  includ- 
ing insurance  premiums  and  finance 
revenues,  reached  a  record  high  of 
$14.6  billion  in  1976  from  the  $14.0 
billion  in  1975. 

And  ITT  finished  the  year  with  every 
sign  of  renewed  momentum,  as  indicated 
by  the  excellent  fourth-quarter  results. 


Income  before  extraordinary  items  rose 
37%  to  $151  million  ($1.23  per  share). 
The  year-before  figure  was  $110  million 
($.88  per  share). 

Strong 
financial  structure. 

Signalling  the  company's  financial 
strength,  our  debt-equity  ratio  stands  at 
41%  —  its  best  point  in  more  than  a 
decade. 

This  resulted  directly  from  our  con- 
tinuing policy  of  "zero-incremental  bor- 
rowing!' Initiated  in  late  1974,  this  policy 
has  held  the  company's  corporate  debt 
at  $3.2  billion  in  each  of  the  past  two  years. 

A  priority  goal: 
stable,  progressive  growth. 

Since  1959  ITT  sales  have  gone  from 
$766  million  to  $14.6  billion,  including 
insurance  and  finance  activities,  and 
income  before  extraordinary  items  from 
$29  million  to  $489  million  in  1976. 

For  a  still  more  comprehensive  look 
at  who  we  are  and  where  we're  going, 
write  for  a  copy  of  our  1976  Annual 
Report  to:  Robert  H.  Savage,  Vice 
President,  Director  Investor  Relations, 
Dept.  109,  International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N  Y.  10022. 

The  best  ideas  are  the    |  1 1 1 1 1 1 
ideas  that  help  people.  Ill 


Faces  Behind  the  Figures 
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"The  Idea  Is  Good 


When  Robert  A.  Bandeen,  46,  presi- 
dent of  the  government-owned  Ca- 
nadian National  Railways,  proposed 
selling  part  of  various  profitable  CN 
operations  to  private  investors,  public 
reaction  was  skeptical.  CN  deficits 
have  been  a  part  of  the  Canadian 
federal  budget  so  long,  Bandeen  says, 
that  "privatization"  sounded  "a  bit  like 
suggesting  that  the  House  of  Parlia- 
ment in  England  be  converted  into  a 
convention  center."  Canada's  leftist 
New  Democratic  Party  and  rail 
unions  denounced  the  proposal  as 
"turning  over"  CN's  profitable  portions 
to  the  private  sector  and  "leaving"  the 
taxpayers  with  the  losers— as  if  inves- 
tors would  get  shares  for  free. 

Bandeen 's  reasoning  is  simple:  "I 
don't  know  any  other  criteria  for  judg- 
ing the  success  of  a  corporation  that's 
acting  in  the  commercial  sector  than 
profitability." 

CN  itself,  Bandeen  continues,  has 
no  business  deciding  which  opera- 
tions to  expand  or  discontinue  unless 


Sell  The  Profitmakers?  Canadian 
National's  Bandeen  believes  the  pub- 
lic should  be  able  to  participate. 


profit  is  the  criterion.  When  other 
considerations— such  as  community 
need— are  involved,  then  the  govern- 
ment, not  CN,  should  decide  whether 
it  wants  to  subsidize  the  losses.  Ban- 


deen has  apparently  succeeded  in 
convincing  the  federal  Transport 
Ministry  on  that  score,  and  is  hopeful 
of  soon  obtaining  government  funding 
for  100%  of  CN's  losses  (about  $150 
million  last  year)  in  passenger  service, 
grain  haulage  and  Newfoundland  rail 
operations. 

Despite  those  losses,  Bandeen's 
profit-oriented  management  produced 
CN's  first  positive  earnings  in  20  years 
—a  slim  margin  of  about  $10  million 
on  revenues  of  roughly  $2  billion. 
Still,  the  profit  was  an  important  in- 
gredient in  the  "privatization"  plan. 
The  profitable  CN  units  slated  for  up 
to  49%  private  equity  ownership  are 
CN's  U.S.  rail  subsidiary  (Grand 
Trunk  Corp.),  trucking  operations, 
hotels  and  telecommunications. 

Besides  political  opposition,  Ban- 
deen's plan  must  ultimately  face  the 
test  of  the  marketplace.  Won't  inves- 
tors be  leery  of  a  government-con- 
trolled company?  "We'll  have  to  find 
out,"  concedes  Bandeen.  "I  just  think 
the  idea  is  good."  But  it's  a  long  way 
from  theory  to  practice.  ..." 


A  Certain  Style 

Three  mornings  a  week,  Stuart  Feick 
leaves  his  oceanfront  home  in  Palm 
Beach,  Fla.  and  drives  30  miles  south 
to  play  polo  at  Boca  Raton.  The  for- 
mer security  analyst  is  rated  a  three- 
goal  player  (out  of  a  possible  ten), 
which  puts  him  in  the  top  10%  of  the 
2,000  U.S.  polo  players.  "Anticipating 
where  the  ball  will  be,"  he  comments, 
"is  more  important  than  knowing 
where  it  is." 

A  bit  of  the  same  applies  when 
Feick,  back  in  his  living  room,  faces 


a  different  challenge:  investing  mon- 
ey his  own  way.  He  prepared  for  it 
first  on  Wall  Street,  which  he  left 
in  1970  to  spend  two  years  studying 
stock  market  history  and  technical  the- 
ory. Today,  at  45,  he  advises  a  few 
wealthy  investors  and  Stephens,  Inc., 
a  well-fixed  Arkansas  broker. 

One  part  of  his  style  is  to  work 
where  he  does:  "I  couldn't  do  near- 
ly as  well  in  an  office.  I  break  up 
my  days  with  polo,  tennis  or  swim- 
ming. That  helps  you  think  much 
more  clearly  than  phone  calls." 

Feick  also  doesn't  traffic  in  rumors, 


but  works  alone  and  spends  long 
hours  reading.  However,  he  must  be 
doing  something  right:  Since  August 
1974,  his  diversified  fist  of  80  in- 
stitutional stocks  is  up  56%— nearly 
twice  the  gain  of  the  New  York  Stock 
Exchange  index. 

His  approach  is  more  to  avoid  los- 
ers than  to  pick  winners,  and  always 
to  keep  market  movements  in  histori- 
cal perspective.  "The  1974  bottom  was 
a  correction  of  the  sort  that  occurs 
only  once  in  30  years,"  he  says.  "It 
was  a  natural  response  to  the  Sixties; 
excessive  pessimism  always  follows  ex- 
cessive optimism." 

Now,  as  investors  slowly  gain  con- 
fidence, Feick  aims  to  profit  from  the 
big  institutions'  fascination  with  in- 
dexing—tieing  their  portfolios  to  the 
market  averages.  "That's  happening 
because  a  few  large  banks  got  stuck 
with  overvalued  growth  stocks,"  he 
contends.  His  response:  Buy  second- 
ary issues  that  the  professionals  pre- 
viously shunned  but  that  they  will 
now  need  to  diversify. 

Soon,  however,  Feick  thinks  growth 
companies  like  Digital  Equipment, 
Coca-Cola  and  McDonald's  will  hit 
lows  that  offer  real  buying  opportuni- 
ties: "When  [companies  like  that] 
move  up  to  reasonable  multiples,  the 
institutions  will  suddenly  be  under- 
performing  the  averages.  Then  fasci- 
nation with  indexing  will  end."  ■ 
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Independent  Advice:  Herd  instinct  is  a  prominent  Wall  Street  characteristic, 
says  market-watcher  Stuart  Feick,  and  the  investor  can  profit  from  it. 


Our  first  new  machine  for  the  year,  the  JD444  answers 
needs  for  a  1 1/2-cubic-yard  loader  to  serve  both  private  construction 
and  public  works.  With  the  addition  of  this  smaller  machine,  the 
John  Deere  construction  equipment  line  now  includes  4-wheel-drive 
loaders  in  three  sizes,  all  sharing  the  basic  engineering  advances 
we  first  introduced  with  the  JD544  in  1 968.  A  number  of  other  major 
product  additions  and  improvements  are  on  schedule  for  the 
months  ahead — a  pattern  now  familiar  to  John  Deere  industrial 
customers  for  almost  20  years.  Your  inquiries  about  our  products 
and  our  company  are  welcome.  John  Deere,  Moline,  Illinois  61265. 


JOHN  DEERE  on  the  move  P 


Can  you  find  the  burglar  here? 
He  can  find  you. 

You  never  know  who  could  be  casing  your  premises  right  now. 
A  couple  of  teenagers,  maybe.  A  second  story  man.  Or  worse,  a  real  pro  who 
knows  how  to  circumvent  your  present  alarm  system. 

Burglary  is  still  on  the  rise,  up 
53%  over  the  last  five  years. 
Robbery  up  48%  over  the  same 
period.  ADT's  business  is  to  keep 
ahead  of  any  and  all  burglars  — 
with  more  than  twenty  different 
electronic  burglar  alarm  systems. 

Such  as?  Effective  door  and 
window  protection  to  sound  an 
alarm  on  any  break-in.  Parke- 
Davis  &  Company  uses  our 
Telasonic™  systems  to  selectively 
guard  interior  spaces.  Telazone," 
our  intelligent  ultrasonic  system, 
can  tell  exactly  where  an  intruder 
tripped  the  alarm. 

Many  Kresge  stores  are  using 
our  ultra-modern  Telapproach® 
system,  which  electronically 
alarms-on-approach  to  protect 
their  safes  against  damage  as 
well  as  theft. 

Federal  Reserve  Banks  use 
our  Telattack®  system,  which  can 
tell  the  difference  between  an  attack  on  their  vault  and  normal  environmental 
sounds.  Many  leading  jewelers  also  use  it  for  vault  protection. 

And  as  further  protection,  we  can  install  our  special  line  security  system.  It  sends  a 
randomly  coded  signal  which  never  repeats  itself  through  the  line  and  constantly 
monitors  itself  to  detect  attempts  to  compromise  the  system. 

But  before  ADT  installs  any  type  of  protection  equipment  we  assess  your 
vulnerability  to  loss.  Then  we  suggest  only  the  systems  you  actually  need. 

Call  us.  We're  in  the  Yellow  Pages.  Or  write,  ADT,  One  World  Trade  Center, 
New  York,  N.Y.  10048. 

So  don't  bother  looking  for  burglars.  Let  us  look   


for  them  for  you. 


The  Security  Company 


THE  1977 
FORBES  ANNUAL  REPORT 
ADVERTISING  SECTION 

This  special  section  contains  a  wealth  of  information 
which  is  available  free  to  FORBES  readers. 

Successful  investing  is  often  based  on  astute  and  careful  analysis  of  the  information  con- 
tained in  company  annual  reports.  The  knowledge  gained  from  a  close  examination  of  a 
company's  recent  record  of  performance  as  well  as  its  future  goals  provides  the  basis  for 
sound,  intelligent  decisions. 

This  special  FORBES  Annual  Report  advertising  section  makes  it  easy  for  you  to  obtain 
as  many  of  these  reports  as  are  of  interest  to  you  without  any  obligation.  Simply  circle 
the  number  of  those  companies  whose  reports  interest  you  on  the  postpaid  card  provided. 
FORBES  will  process  all  requests  and  forward  them  directly  to  the  companies  involved,  who 
will  send  you  their  annual  reports.  Please  allow  a  reasonable  amount  of  time  for  processing. 


AMP  Incorporated 

1976  sales  up  27%,  earnings  up  93%. 
1st  Quarter  1977  shows  further  gains. 


Sales 

Earnings/ 

Div./ 

(Mil.) 

Sh. 

Sh. 

1976 

$522.0 

$1.40 

410 

1975 

409.6 

734 

370 

1970 

225.8 

674 

19M0 

1965 

110.9 

34tf 

8^0 

Worldwide  Diversification— over  50,- 
000  electrical/ electronic  connection 
devices— tens  of  thousands  of  custo- 
mers in  various  growing  fields  here 
I  abroad.  Subsidiaries  in  15  countries.  In  the  past  20  years, 
:s  and  earnings  have  grown  at  a  15%  and  dividends  at  an 
'  annual  rate. 


A.V.C.  Corporation 

In  1976,  AVC  pursued  opportunities 
to  broaden  its  product  base  and,  in 
early  1977,  acquired  an  equity  inter- 
est in  Raybestos-Manhattan,  Inc. 
(NYSE).  The  Corporation  has  imple- 
mented internal  development  pro- 
grams and  acquisitions  to  reach  its 
present  position  and  will  pursue  simi- 
larly active  and  innovative  strategies 
to  achieve  its  future  growth  and  prof- 
it objectives.  AVC  is  a  diversified  in- 
dustrial corporation  engaged  in  three 
principal  lines  of  business:  industrial  fasteners  and  metal  form- 
ing, textiles,  and  television  broadcasting.  ASE  symbol  is  "AVC." 


ARA  Services,  Inc. 

ARA  Services  is  the  leading  profes- 
sional management  company  serving 
clients  in  the  healthcare,  education, 
atwork  and  public  facilities  markets 
worldwide.  These  institutional  support 
services,  in  all  50  states,  Canada, 
Latin-America,  Western  Europe  and 
Japan,  include  food  and  refreshments, 
student  transportation,  maintenance 
and  housekeeping,  merchandising,  and 
periodicals  distribution.  Revenues, 
$1.5  billion.  Profits,  $37  million  plus. 
Steady  growth  record.  NYSE,  others. 


Aetna  Life  & 
Casualty 


common  share  raised 
crease  in  10  years. 


to 


Aetna  Life  &  Casualty— largest  inves- 
tor-owned insurance  organization  in 
U.S.,  with  interests  also  in  business 
financing,  real  estate  development 
and  investment  management.  1976 
earnings  peaked  at  $210  million  or 
$3.91  per  common  share.  Assets  and 
shareholders'  equity  grew  to  $18.2 
billion  and  $32.47  per  common  share, 
respectively.  Annual  dividend  per 
$1.20  this  February  15,  seventh  in- 
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Alcan 

In  1976  consolidated  shipments  of 
aluminum  products  rose  eight  per- 
cent, and  total  sales  and  operat- 
ing revenues  were  $2,656  billion  for 
the  Alcan  Aluminium  Limited  Group 
of  companies.  Strong  performance 
by  operations  in  the  United  States, 
Brazil,  United  Kingdom,  continental 
Europe,  Australia,  India,  and  South- 
east Asia  contributed  to  improved 
earnings  despite  a  lengthy  strike  at 
the  Group's  Canadian  smelters. 


American  Business 
Products,  Inc. 


American   Business   Products  is 
fourth    largest    company  open 
principally  in  the  business  form) 
dustry.  With  the  acquisition  of  V: 
Graphics  Corporation,  ABP  had 
of  $105  million  in   1976,  excea 
$100  million  for  the  first  time, 
company's  direct  sales  force  now 
ceeds  500,  and  customers  are  supi 
from  thirty-nine  production  faci 
located  from  New  Hampshire  to  Hawaii.  Dividends  have  1 
paid  consecutively  since  1941  and  were  increased  in  1977  foi 
20th  year  in  a  row.  AMEX  symbol  is  ABP. 


—"TV  gjlSP 


Alco  Standard 

Alco  Standard  reported  historic 
highs  for  revenues,  net  income  and 
earnings  per  share  for  fiscal  1976 
along  with  two  increases  in  the  com- 
mon stock  dividend.  Alco,  the  Cor- 
porate Partnership,  is  a  well-diversi- 
fied company  with  balanced  prod- 
uct lines  in  manufacturing,  resources 
and  distribution.  NYSE-"AS\"\ 


1972 


1976 


Net  Income  $12,516,000  $33,027,000 

Primary  EPS  $1.07  $3.11 

Revenues  $647,459,000  $1,059,195,000 

Dividends  P,  Share       $.33  $.70* 
"1977  Current  Quarterly  Rate  Annualized-$.96 


%  Increase 
164% 
191% 
64% 
112% 


Analog  Devices,  Inc. 

Company  is  a  leading  produce 
computer  interfacing  and  signal 
ditioning  devices  needed  for  pi 
sion  measurement  and  control  in: 
ments  for  medical  care,  aircraft 
trol,  scientific  measurements,  in 
trial  automation.  Major  busi 
growth  seen  in  rapid  expansior 
microcomputer  use  to  automate  r, 
surement  functions.  Continued  a 
age  annual  growth  in  sales/earn 
of  25?  since  1972  is  planned. 


Sales 

Net  Income 
Earnings/Share 


1975 
$30  million 
$  1.4  million 

90  cents 


1976 
$40  million 
$  2  million 
$1.25 


Allis-Chalmers 
Corporation 

A  diversified,  high  technology,  inter- 
national company  serving  basic  needs 
worldwide  with  equipment  for  the 
processing  of  solids,  liquids  and  gases; 
agricultural  equipment;  electrical 
products;  and  material  handling  and 
outdoor  power  equipment.  Per  share 
1976  earnings  were  a  record  $4.51, 
up  from  $2.33  in  1975.  Sales  in  1976 
were  $1.5  billion. 


Argonaut  Energy 
Corporation 


Argonaut  Energy  Corporation,  a  yc 
fast-growing  gas-producing  comp 
showed  continued  growth  through 
fiscal  year  ending  March  31,  1' 
Two  major  events  occurred  near 
end  of  the  fiscal  year  which, 
though  too  late  to  add  to  this  y< 
profits,  should  have  major  impacl 
years  to  come.  The  first  was  the  ! 
million  cubic  feet  of  gas  per  day 
covered  in  the  #  1  Smalts  well  in  Cimarron  County,  Okla.  and 
second  was  the  renegotiation  upward  of  gas  prices  from  lid1/ 
to  $1.44/mcf  in  Argonaut's  Bverlv  Field  in  western  Kansas. 


Ambac  Industries 
Inc. 

A  leader  in  scientific,  medical  and 
environmental  instrumentation,  diesel 
fuel  injection  and  other  high  techno- 
logy fields,  Ambac  achieved  its  fourth 
consecutive  year  of  record  results  in 
1976.  Earnings,  increasing  substan- 
tially faster  than  sales,  rose  34%  to 
$12.6  million  as  sales  advanced  8% 
to  $203.6  million.  Performance,  1972- 
1976:  Sales  up  at  a  12%  compounded 
annual  rate;  EPS  up  at  a  30%  compounded  annual  rate;  re- 
turn on  sales  up  from  3.4%  to  6.2%;  return  on  equity  up  from 
7.9%  to  16.0%.  NYSE  symbol:  AB 
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Arkansas  Best  Corp. 

The  strengths  of  ABC  were  seei 
1976  in  every  phase  of  its  divers 
operations,  which  include  ABF 
leading  motor  freight  carrier;  Ri 
side,  a  major  producer  of  reside] 
furniture;  also  computer  services, 
truck  tire  retreading.  ABC  achi« 
peak  operating  revenues,  operatin;. 
come,  and  net  income  as  well  as 
stantially  improved  its  financial  i 
tion.  (NYSE  listed). 

1976  1975 
Operating  Revenues  $143,075,000  $113,246,000 

Net  Income  (Loss)  6,540,000      (  3.856,000) 

Per  Common  Share  1.83  (110) 

Cash  Dividends  P/Common  Sh.  .46  .20 

Stock  Dividends  P /Common  Sh.  Dec.  10%  July  3%  Oct.  7% 
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Ashland  on,  inc. 

Ashland  Oil,  Inc.  is  a  leading  inde- 
pendent refiner  and  marketer  of  pe- 
troleum products  with  extensive  pro- 
duction activities  and  operations  in 
chemicals,  road  construction  and  coal. 
Record  fiscal  1976  results  include: 
Revenues-$4.3  billion  (+12%);  net 
income  $136  million  (+13.9%);  per 
share  earnings  $5.03  (+13.8%).  Div- 
idends, paid  consecutively  since 
1936,  were  increased  from  an  annual 
rate  of  $1.70  in  1976  to  a  current  an- 
nual rate  of  $1.90. 


13 


Barnes  uroup  inc. 

World's  largest  springmaker  and  lead- 
ing single-source  distributor  of  con- 
sumable repair  and  replacement  parts 
set  all-time  record  sales  and  net  earn- 
ings. Earnings  jumped  35%  to  $11.4 
million  on  sales  of  $241  million,  up 
14%  over  last  year.  Per  share  income, 
adjusted  to  reflect  last  September's  2 
for  1  stock  split,  rose  to  $2.54  from 
$1.88  in  1975.  The  rapid  recovery  of 
North  American  spring  sales  outdis- 
tanced fixed  expenses,  and  profit  mar- 
gins widened.  Follow  the  "B"  on 
the  NYSE. 
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BBDO 

International,  Inc. 


Annual  Report 
19% 


BBDO  International, 
Inc. 

This  holding  company  has  advertising- 
agency  subsidiaries  and  affiliates 
worldwide,  including  Batten,  Barton 
Durstine  &  Osbom,  Inc.,  in  the  U.S. 
On  February  24,  1977,  the  board  in- 
creased the  regular  quarterly  dividend 
from  $.45  to  $.50  per  share.  Yield  at 
price  of  $25,  based  on  this  dividend 
rate:  8%. 


1976  1975  %  Change 

;s  Revenues  $88,176,337  $72,755,957  +21.2 

Income  $8,216,085    $6,510,298  +26.2 

Income  per  Share  $3.27  $2.59  +26.2 

idends  Paid  per  Share       $1.80  $1.80 
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Beech  Aircraft  Corp. 

Beech  achieved  a  30%  gain  in  sales  and 
earnings  in  1976,  its  most  successful 
year.  Beech's  King  Air  series  accounted 
for  59%  of  general  aviation  industry's 
turboprop  billings.  Over  $72  million 
in  defense/ aerospace  contracts  were 
booked.  Dividends  were  increased  25%. 
Beech  entered  fiscal  1977  with  record 
:„„■.„<  {>,»,..  -«  backlogs,  reported  improved  first  quar- 

1 « »  ter  results  and  forecast  annual  sales  of 

over  $400  million. 

Year  Ended  Sept.  30  1976  1975 

Net  sales  $346,926,203  $267,149,235 

Net  income  $  20,361,138°      $  15,611,985 

Earnings  per  share-primary  $2.89°  $2.25 

"Reduced  by  $2,234,673,  or  $.32  per  share,  resulting  from 
change  to  LIFO  cost  method. 
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Baldor  Electric 
Company 

Baldor  designs,  manufactures  and 
sells  industrial  electric  motors.  During 
1976,  Baldor  had  record  sales  of  over 
$70  million  (up  26%)  and  record  earn- 
ings of  over  $4  million  (up  67%).  For 
the  past  five  years  (1972-1976)  com- 
pound annual  growth  rates  have  been: 
sales— 25%;  net  income— 37%;  earnings 
per  share— 32%.  Listed  on  the  Ameri- 
can Stock  Exchange,  symbol  "BEZ". 
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Beverage 
Management,  Inc. 

Beverage  Management,  Inc.  is  one  of 
the  largest  publicly  owned  produc- 
ers and  marketers  of  Seven-Up  and 
other  soft  drink  products  in  the  Unit- 
ed States.  The  company  operates 
in  Ohio,  Michigan,  Pennsylvania, 
Kentucky  and  West  Virginia,  and  re- 
ported record  high  sales  and  earnings 
in  the  fiscal  year  ended  March  26, 
1977.  During  the  prior  five  years, 
Beverage  Management's  annual  com- 
pounded growth  rate  has  been— sales, 
19%;  earnings  per  share,  23%.  NASDAQ  symbol:  BEVM. 
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BankAmerica 
Corporation 

Holding  company  for  Bank  of  Amer- 
ica NT&SA,  largest  non-government 
commercial  bank  in  the  world.  The 
bank  supplies  a  broad  range  of  finan- 
cial services  to  individuals  and  busi- 
nesses in  the  U.S.  and  overseas.  Oth- 
er subsidiaries  include  a  growing  fam- 
ily of  financial  service  companies  en- 
gaged in  leasing,  data  processing, 
consumer  lending,  and  investment  ad- 
y  services.  Net  income  in  1976  was  a  record  $336.7  mil- 
or  $2.41  per  share. 


16 


(Biiiinoy) 


Billings  Energy 
Corporation 

Billings  Energy  Corporation,  an  inter- 
national leader  in  the  field  of  hydro- 
gen technology,  conducts  both  con- 
tracted and  proprietary  research  in  hy- 
drogen automotive  systems,  residen- 
tial and  industrial  use  technology,  and 
hydrogen  production  and  storage  sys- 
tems. During  1976,  a  marketing  pro- 
gram began  for  BEC's  hydride  storage 
tanks,  hydrides,  and  significant  ad- 
vancements were  made  in  develop- 
ing a  low  capital  cost  hydrogen  gen- 
erator and  micro-computer. 
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Brunswick  Corporation 

Brunswick  Corporation,  approaching  a 
billion  dollars  in  sales,  is  a  worldwide 
leader  in  the  leisure  time  field,  with 
one  of  the  broadest  product  and  ser- 
vice lines  in  its  industry.  The  Compa- 
ny also  occupies  important  positions 
in  the  health  care,  defense,  fluid  me- 
chanics, aerospace  and  carpeting  in- 
dustries. 

In  1976,  Brunswick's  earnings  in- 
creased substantially  to  $41.7  million 
or  $2.21  per  share,  compared  with 

$17.6  million  or  $.94  per  share  in  1975.  Sales  reached  $914.9 

million,  up  from  $818  million  in  1975. 
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Carrier  Corporation 

In  1976  Carrier  Corporation  had 
ord  sales  of  over  $1.1  billion, 
earnings  per  share  up  161%.  Ca 
the  world's   largest  air  conditii 
manufacturer,  operates  in  131  i 
tries,  working  in  oil,  gas  and  v. 
chemical  production;  refrigeratio 
nuclear  plants,  food  processing/1 
port;    waste    handling;  electrc 
and  high-efficiency  heating  and 
ing   equipment   for  industrial, 
mercial  and  residential  uses. 


Sales: 
Net  Earnings: 


Earnings  per  Common  Share: 


CLC  of  America,  Inc. 

1976— A  year  of  improvement. 
CLC  of  America's  transportation  com- 
panies move  more  export  grain  barges 
down  the  Mississippi  and  move  more 
mobile  homes  across  the  U.S.  than 
any  other  carrier.  Other  operating 
companies  rent  and  lease  automobiles, 
( National  Car  Bental  System  fran- 
chises in  S.  California)  trucks  and 
portable  buildings;  distribute  earth 
moving  and  construction  machinery 
and  merchandise  grain  and  barge 
freight. 

$132  million  -  up  17.2% 
$  3.9  million  -  up  63.6% 


$1.05 -up  75.02 
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Carson  Pirie 
Scott  &  Co. 

In  Millions 
Sales  Earnings 
1976         $360.7  $9.7 
1975  342.0  8.3 

1974  332.0  6.9 

1973  314.0  6.5 

1972  289.9  5.3 

C arsons  is  one  of  the  nation's  (» 
retailers  serving  one  of  the  wrj 
busiest  retail  markets.  Since  \ 
we've  increased  net  earnings  by 
earnings  per  share  by  100%.  V) 
had  five  consecutive  record  y 
And  we're  still  growing. 


CTS  Corporation 


Net  Sales 

Net  Earnings 

Per  Share  Earnings 

Per  Share  Dividends0 


In  1976  the  financial  performance  of 
CTS  Corporation  exceeded  all  previ- 
ous records.  Over  the  past  decade, 
consolidated  sales  have  increased 
from  $73  million  to  $157  million; 
earnings  per  share  have  increased 
from  $1.24  to  $2.73.  CTS  manufac- 
tures and  sells  electronic  compo- 
nents and  specialty  metal  and  plastic 
products  and  operates  18  manufac- 
turing plants  worldwide.  (NYSE-CTS) 

1976  1975      %  Change 

$157,136,470  $121,000,362  +30 
$12,772,898     $8,281,477  +54 
$2.73  $1.78  +53 

$.60  $  .50  +20 


"Current  1977  quarterly  rate  annualized— $.70. 
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Castle  &  Cooke,  Inc. 

Dole  pineapple,  bananas,  mushro 
Bumble  Bee  seafood.  Sugar.  Rea1 
tate  and  other  activities.  Food  p 
nets  contributed  76%  of  1976  pr< 
Total  revenues  in  1976  were  $1 
million.  Dividend  receipts  in  1977 
be  100%  higher  than  5  years  ago 
cause  of  stock  dividends  and  hi; 
cash  payout.  Cash  dividends  paid 
tinuously  since  1896. 


The  Carborundum 
Company 

What  sets  Carborundum  apart?  Many 
things.  A  unique  combination  of  so- 
lutions to  industrial  problems.  Our 
business  philosophy  and  management 
style.  The  way  we  "watch"  our  en- 
vironment. The  goal  of  R&D.  Defin- 
ing directions  we  won't  take.  Time- 
less objectives.  How  we've  measured 
up  in  the  last  five  years.  All  leading 
to  record  '76  sales,  profits  and  cap- 
ital spending. 


Cessna  Aircraft 
Company 

With  deliveries  of  7,705  airciaf 
fiscal  1976,  Cessna  maintained  its  ] 
eral  aviation  market  share  of  l 
than  50%  for  the  seventh  conseci 
year.  New  records  were  establishe 
both  sales  and  earnings.  Net  inc( 
on  sales  of  $493.1  million,  rose 
percent  to  $29.7  million  ($3.63 
share),  far  exceeding  any  year  in  i 
sna's  history.  Sales  in  fiscal  1977 
expected  to  reach  $600  million. 
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Clark  Equipment 
Company 

Clark  Equipment  Company  manufac- 
tures lift  trucks,  construction  machin- 
ery, axles  and  transmissions  on  a 
worldwide  basis.  In  1976  the  Michigan 
headquartered  company  earned  $4.97 
per  share  on  net  income  of  $68.1  mil- 
lion and  sales  of  $1.3  billion. 
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The  Columbia  Gas 
System,  Inc. 

Columbia  Gas  reported  earnings  on 
common  stock  of  $3.70  per  share  for 
1976,  compared  with  $3.17  in  1975. 
The  Annual  Report  reviews  Colum- 
bia's gas  supply  situation,  both  in  the 
past  winter  as  well  as  for  the  years 
ahead.  The  Report  notes  that  in  Jan- 
uary 1977  the  Board  declared  a  quar- 
terly common  stock  dividend  of  56<£ 
per  share,  raising  the  indicated  an- 
nual dividend  rate  to  $2.24  per  share  from  the  $2.14  rate  paid 
in  1976. 
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Clark  Oil  & 
Refining  Corp. 

Clark  is  an  independent  refiner/mar- 
keter  operating  in  13  Midwestern 
states.  In  1976,  sales  reached  $724 
million.  The  company  operates  1,842 
service  stations,  owns  two  refineries 
and  has  interests  in  several  common 
carrier  pipelines.  Clark  also  manufac- 
tures and  sells  petrochemicals  and 
produces  some  crude  oil  and  natural 
gas. 
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Commercial  Alliance 
Corporation 

A  leading  independent  financial  ser- 
vice company  specializing  in  leasing 
and  financing  the  sale  of  capital 
equipment  nationwide.  The  Company 
has  achieved  an  unbroken  record  of 
increased  earnings,  which  compound- 
ed at  better  than  25%  over  the  last 
five  years,  despite  varying  economic 
and  money-market  conditions.  ASE— 
CAC.  Div.  Paid  since  1971. 


6  mos. 

1974  1975  1976  1/31/77 
Earnings  (000)  Omitted  $3,118  $3,721  $4,861  $2,685 
Earnings  Per  Sh.  Diluted  $.85  $1.09  $1.47  $.85 
Return  on  Avg.  Equity      17.5%      18.4%      20.9%  20.6% 
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Coleco  Industries, 
Inc. 

The  year  1976  was  Coleco's  most  prof- 
itable. Sales  reached  the  record  level 
of  $116.8  million,  a  65%  increase  over 
1975,  and  net  earnings  were  $4.7  mil- 
lion, a  return  on  equity  of  20%.  Coleco 
is  the  leading  manufacturer  of  elec- 
tronic video  games,  the  largest  maker 
of  above  ground  swimming  and  wad- 
ing pools,  and  a  leading  producer  of 
family  leisure  games  and  toys. 
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Commercial  Metals 
Company 

With  extensive  domestic  facilities  and 
a  network  of  international  offices,  the 
company  is  able  to  maintain  a  posi- 
tion of  leadership  in  the  field  of  proc- 
essing and  marketing  secondary  and 
primary  metals,  ores,  concentrates  and 
exotic  metals  in  addition  to  manufac- 
turing, fabricating  and  distributing 
steel  and  copper  products.  Sales  in 


fiscal  1976  were  $501,260,106  with 
net  earnings  of  $3,011,444.  Listed  on  AMEX,  the  company  has 
paid  49  consecutive  quarterly  cash  dividends. 
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Colt  Industries 

Colt  Industries  is  a  diversified  manu- 
facturing company,  serving  U.S.  in- 
dustry with  specialty  steels,  industrial 
and  power  equipment,  fluid  control 
systems,  and  industrial  seals  and 
components.  Sales  in  1976  were 
$1,266,511,000,  highest  in  the  compa- 
ny's history.  Earnings  and  earnings  per 
share  were  the  second  highest  on  rec- 
ord, up  18  percent  over  1975. 


Community  Psychiatric 
Centers 

Community  Psychiatric  Centers  is  en- 
gaged in  two  lines  of  business:  the 
ownership  and  management  of  acute 
psychiatric  hospitals  and  the  devel- 
opment and  operation  of  a  rapidly  ex- 
panding chain  of  artificial  kidney 
treatment  centers.  Amex  symbol: 
CMY 

Earnings  Per  Share 
1972     1973     1974     1975  1976 
$.65     $.84     $1.01    $1.27  $1.50 
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Computer  Sciences 
Corporation 

CSC  is  the  world's  largest  indepen- 
dent services  company  in  the  rapidly 
growing  field  of  computer-communi- 
cations technology. 

Annual  revenues  top  $230,000,000. 
Net  income  is  up  64%  over  the  prior 
year  period,  to  59tf  per  share  for  the 
nine  months  ended  December  31, 
1976. 
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The  Continental 
Corporation 


The  Continental  Corporation  is  rj 
by  Fortune  Magazine  as  the 
largest  diversified  financial  core 
in  the  United  States.  Among  i 
subsidiaries  are  The  Continents 
surance  Companies,  Diners 
Capital  Financial  Services,  Nai 
Life  Assurance  Company  of  Ca 
AFCO  Credit  Corporation  and  U 
writers  Adjusting  Company.  C 
nental  has  a  record  of  uninterrupted  cash  dividends  going 
to  1853  and  since  1960  its  dividend  has  increased  11  times. 


Comtech  Laboratories 
Inc. 

Comtech  Laboratories  Incorporated 
designs,  manufactures  and  installs  sat- 
ellite, troposcatter,  and  terrestrial  mi- 
crowave systems,  subsystems,  and 
components.  Sustained  growth  over 
the  past  ten  years  has  moved  this  com- 
pany from  a  position  as  component 
manufacturer  to  that  of  a  major  sup- 
plier of  fully  integrated  communica- 
tions networks  and  terminals  meeting 
the  needs  of  the  international,  domes- 
tic, and  governmental  markets. 
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Crum  &  Forster 
Insurance  Company 

Crum  &  Forster  is  a  New  York-1 
insurance  holding  company  witl 
nual  revenues  exceeding  $1  h 
and  assets  of  over  $2  billion, 
owns  all  the  capital  stock  of  14  pr 
ty/liability   and   two   life  insu: 
companies.  This  group  of  P/L 
panies  ranks  14th  largest  in  the  U 
States.  C&F  is  the  nation's  fifth 
ing  writer  of  fire  insurance  and  e< 
in   providing   worker's  compens 
insurance.    The  Company's 
symbol  is  CMF. 


Consolidated 
Freightways,  Inc. 


Daycu  Corporation 
Annual  Report  1976 


Consolidated  Freightways,  Inc.  rolled 
to  record  revenues  and  earnings  in 
1976.  Our  trucking  divisions  moved 
enough  freight  to  generate  $548.7 
million  in  revenues.  Manufacturing 
operations  sold  trucks  and  parts  worth 
$296  million.  And  our  air  freight  for- 
warder flew  in  with  $25.9  million.  To- 
tal: $870,627,000,  up  38%.  Net  in- 
come: $38,188,000,  up  111%.  Earn- 
ings per  share:  $3.12,  up  from  $1.52.  We're  on  the  New  York 
and  Pacific  Exchanges,  CNF  is  the  symbol. 
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Dayco  Corporation 

Dayco  Corporation  manufactures 
distributes     hundreds     of  diff 
types    of    highly  engineered 
components   and  replacements 
vital  to  the  on-going  operation 
most  American  industries. 
7M%   Common   Stock  Dividend 
clared  February  28,  1977 


% 

Increase 

Record  E.P.S.  First  Quarter  1977  $  .65  27  -  F.D. 
Record  E.P.S.  Fiscal  Year  1976  $3.70    44  -  F.D. 


Inc 
$  .41 
$2.16 


Consolidated  Natural 
Gas  Company 


Consolidated  is  an  integrated  natural 
gas  company.  In  addition  to  being  one 
of  the  largest  gas  distributors,  the 
Company  is  also  a  leader  in  explora- 
tion, production,  storage  and  research. 
It  will  soon  add  to  its  gas  supply  sub- 
stantial imports  of  liquefied  natural 
gas.  In  1976  net  income  was  $98.9 
million,  or  $4.94  a  share,  vs.  1975's 
$72.9  million,  or  $3.58  a  share.  The 
annual  dividend  rate  was  raised  to  $2.50  a  share  from  $2.24, 
the  twelfth  consecutive  yearly  increase. 
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Dennison 
Manufacturing 
Company 


$1.20; 
in  the 


Substantial  increases  in  sales,  earr 
dividends  and  shareholders'  ei 
characterized  Dennison  perfom 
in  1976.  Revenues  hit  $297,767 
an  increase  of  20.8%.  Net  ear 
were  $14,901,000,  up  55%.  Share 
ers'  equity  grew  to  $107,474,0( 
gain  of  9.9%.  Cash  dividends 
creased  60%,  from  $.75  per  sha; 
the  cash  dividend  rate  has  increased  approximately 
last  five  years. 
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Discount  Fabrics, 
Inc. 


Discount  Fabrics,  Inc.  is  an  impor- 
tant factor  in  West  Coast  retail  fab- 
ric sales.  The  chain  of  69  retail  fab- 
ric stores  is  based  in  Portland,  Ore- 
gon, and  reported  a  sales  increase  of 
10.5%  for  the  fiscal  year  ended  Sep- 
tember 30,  1976-up  to  $17,338,316 
from    $15,694,978    in    fiscal  1975. 
Current      stockholder      equity  is 
$4,482,707  which  is  $4.52  per  corn- 
share.  There  has  been  consistent  growth  since  inception, 
.  seven  additional  stores  during  fiscal  1976.  Listed  on  the 
rican  and  Pacific  Coast  Stock  Exchanges.  Symbol  DFI. 
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Eaton  Corporation 

Eaton  is  a  family  of  technologically 
related  businesses  serving  worldwide 
markets    in   transportation,  materials 
handling,  industrial  automation,  secur- 
ity, construction,  agriculture  and  con- 
sumer durables.  Sales  in  1976  totaled 
I       $1.8  billion,  up  from  $1.6  billion  in 
1975.  Net  income  reached  $91  mil- 
I      lion,  compared  to  $47  million  in  1975. 
J       Earnings  per  share  were   $5.23  vs. 
$2.66  a   vrar   ago.   Current  dividend 
3MHHHHR      on  an  annualized  basis  $2.00  per  corn- 
Eaton's  common  shares  are  trading:    New  York, 
rcific,  Toronto  and  London  Stock  Exchanges. 
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The  Diversey 
Corporation 

Diversey  is  a  specialty  chemical  com- 
pany serving  the  food  and  beverage 
processing,  institutional,  metalwork- 
ing  and  other  industries.  1976  sales 
(including  50%  owned  companies) 
$134  million,  up  8%.  1976  earnings 
per  share  $1.81,  down  10%  due  to 
foreign  exchange  fluctuations.  Not- 
withstanding 1976  decline,  1972- 
1976  average  compound  EPS  growth 
is  18%  per  year. 
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Evans  Products 
Company 


In  1976,  earnings  more  than  dou- 
bled, as  Evans  resumed  its  long-term 
growth  and  operations  became  in- 
creasingly profitable.  With  ample  fi- 
nancial resources,  Evans  plans  to  ex- 
pand its  two  largest  areas  of  profit 
contribution,  building  materials  retail- 
ing and  railcar  and  truck  trailer  leas- 
ing. Additionally,  profitable  manufac- 
turing capabilities  in  building  prod- 
ucts, homes,  transportation  equipment,  and  industrial  products 
will  be  augmented. 
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iross  Income 
*Jet  Income 
"Jet  Income  Per  Share 
Vnnual  Dividend  Rate 
at  Year  End 


Doyle  Dane 
Bernbach  Inc. 

Doyle  Dane  Bernbach's  revenues  and 
profits  hit  historic  highs  in  1976.  DDB, 
a  leading  advertising  agency,  has  offi- 
ces in  10  countries.  Among  its  largest 
clients  are  Volkswagen,  Polaroid, 
American  Airlines,  GTE,  Clairol, 
Procter  &  Gamble,  Mobil  Oil  and 
Sterling  Drug's  Bayer  products. 

1976  1975      %  Change 

$64,387,000  $52,393,000  +22.9 

$  5,640,000  $  3,252,000  +73.4 

$3.10  $1.79  +73.2 

$1.08  $  .96  +12.5 
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Falcon  Seaboard  Inc. 

We  are  pleased  to  report  that  1976 
represents  the  fifth  consecutive  year 
of  improved  financial  results  with 
record  highs  established  in  every  im- 
portant category.  Falcon  is  in  the 
strongest  financial  condition  in  its  his- 
tory and  has  achieved  an  average  re- 
turn of  54  percent  on  stockholders' 
equity  during  this  five-year  period. 
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Easco 
Corporation 
1  Annual 
/  Report 
1976 


Easco  Corporation 

Easco  Corporation  (NYSE)  regis- 
tered its  sixth  consecutive  year  of 
sales  and  earnings  growth  in  1976 
with  its  largest  business  segment- 
hand  tools— recording  solid  operating 
gains.  Net  income  in  1976  increased 
11%  to  $7,900,000,  equal  to  $2.77  per 
share  on  a  primary  basis.  Consolidat- 
ed net  sales  in  1976  rose  13%  to  $229 
million. 


*t*»N£><a  OE«£Ml  (UtmtlMMt  <•& 
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Financial  General 
Bankshares,  Inc. 

Financial  General's  banking  interests 
consist  of  15  banks  extending  from 
Albany,  New  York,  to  Knoxville, 
Tennessee.  Eighty-two  percent  of  the 
Company's  banking  investments  are 
in  the  Virginia-Maryland-District  of 
Columbia  area.  ASE. 


Net  Income 
Assets 
Deposits 
Sldrs.'  Invest. 


1976 
.42  million* 
$1.62  billion 
$1.42  billion 
$93.0  million 


1975 
$6.36  million 
$1.54  billion 
$1.37  billion 
$84.8  million 


%  Change 
+32.7% 
+5.22 
+3.6% 
+9.7% 
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'excludes  non-recurring  gains 
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First  Colony  Life 
Insurance  Company 


This  Lynchburg,  Va.  based  company, 
rated  A+  (excellent)  by  A.M.  Best 
Company,  recorded  new  highs  last 
year  in  sales,  earnings,  assets  and  in- 
surance in  force.  Ordinary  life  sales 
were  up  47.62,  net  operating  earnings 
of  $1.31  per  share  were  up  18.02,  in- 
surance in  force  of  S2.5  billion  was  up 
17.52,  while  assets  increased  19.42, 
to  $146,477,000.  First  Colony  or  its 
wholly-owned  New  York  subsidiary,  American  Mayflower  Life, 
operate  in  all  states,  the  District  of  Columbia  and  Bermuda. 
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Fruehauf  Corporatic 

Fruehauf    Corporation's  1976 
earnings,    and    earnings  per 
reached  record  levels.  Net  eau 
were  up  922-at  $48,293,000,  or 
per   common   share— while  sale.' 
creased    192    over    1975,  reai 
$1,473,344,000.  The  Company's  t 
trailer,    automobile,  aerospace 
maritime  operations  all  contribut 
this  record  performance.  And  19 
expected  to  be  even  better. 


First  Virginia 
Bankshares 
Corporation 

Virginia's  oldest  bank  holding  compa- 
ny with  20  banks  and  163  offices  serv- 
ing over  702  of  the  state's  population. 
Heaviest  concentration  in  affluent  and 
stable  Northern  Virginia.  At  year  end 
1976  First  Virginia's  member  bank  de- 
posits exceeded  $1  billion  and  earn- 
ings increased  262  over  1975.  During 
the  past  five  years  return  on  average 
assets  has  averaged  .82  and  return  on  average  equity  13.32. 
NYSE  and  PSE  exchange  symbol  "FVB". 
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tion  chemicals, 
NASDAQ  Symbol 


HB  Fuller 
Company 


Another  year,  another  record: 
marked  the  36th  consecutive  ye 
which  HB  Fuller  set  a  new  n 
for  sales  growth,  posting  a  gai 
302  to  $167,892,000.  Earnings 
share  rose  to  $2.41.  The  compa 
a  major  supplier  to  multinat 
markets  for  the  following  prod 
Adhesives,  sealants,  coating,  pi 
floor  maintenance  equipment,  sa 
industrial  waxes,  and  specialty  poly< 
FULL 


Fisher  Foods,  Inc. 

Fisher  Foods  is  a  major  food  retailer 
in  four  of  the  largest  urban  areas  of 
the  United  States— Northeast  Ohio, 
Southern  Ohio,  Greater  Chicago  and 
Greater  Los  Angeles— with  197  food 
stores  and  food  departments.  The 
Company  had  record  sales  of  $1.44 
billion  in  1976  and  earnings  of  $2.04 
per  Common  Share.  Since  present 
management  took  over  in  1965  Fisher 
Foods  sales  have  grown  from  $175 
million  to  $1.44  billion.  NYSE-FHR. 
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Gable  Industries,  ln< 

Gable  Industries,  Inc.,  a  distrib 
company  with  118  years  experii 
42  installations  coast-to-coast, 
sales  in  1976  of  $137,000,000.  Na 
al  leader  in  distribution  of  indu. 
supplies  and  plumbing/heating  ec 
ment  to  major  industry,  contra 
and  builders.  Positioned  for  gr 
and  future  profitability.  (GBI:  NJ 


Franklin  Mint 
Corporation 

Franklin  Mint  Corporation  reported 
1976  net  sales  of  $306.9  million,  up 
31  percent;  net  income  of  $24.7  mil- 
lion, up  29  percent;  and  earnings  per 
share  of  $2.92,  up  28  percent.  Since 
1971,  Franklin  Mint  Corporation's 
sales  and  profits  have  increased  five- 
fold and  established  collectors  have 
increased  sevenfold.  Franklin  Mint 
Corporation  operates  the  world's  larg- 
est private  mint  and  is  the  leading  producer  of  limited  edition 
collectibles. 


Gannett  Co.,  Inc. 

Gannett  Co.,  Inc.,  is  the  nation's 
merically  largest  and  geographi 
most  widespread  newspaper  pub 
er.  When  pending  acquisitions  ai 
pending  merger  with  Speidel  N 
papers  Inc.  are  completed,  Gar 
will  embrace  73  newspapers  in 
states.  Since  going  public  in  1 
Gannett  has  recorded  38  consect 
quarters  of  comparative  earnings  | 
and  an  average  annual  growth 
in  earnings  per  share  of  16  per  cen 
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(Jearharl-Owen 
!  ,   Indus!  rws 


Gearhart-Owen 
Industries,  Inc. 


Twenty-two  years  of  continuous 
growth.  Primary  corporate  efforts  are 
( 1 )  providing  wireline  services  for  the 
petroleum  industry  and  (2)  manufac- 
turing wireline  equipment  for  sale  to 
others.  Recently-developed  digital 
logging  system  which  incorporates 
computer  and  laser  recorder  and  per- 
mits on-site  computer  log  evaluation  is 
expected  to  enable  the  Company  to 
ct  significant  penetration  of  the  lucrative  open  hole  logging 
ket. 
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Globe  Industries,  Inc. 

Globe  manufactures  sound-control 
materials  for  the  automotive,  indus- 
trial and  commercial  markets.  In  build- 
ing materials,  we  manufacture  asphalt 
roofing  and  distribute  siding  products 
for  new  home  building  and  repair  and 
modernization.  Profitably.  In  the  last 
five  years,  earnings  per  share  increased 
313%  on  the  strength  of  153%  growth 
in  sales.  Here's  the  record  ( millions ) . 

Sales      Earnings  EPS 
$55.8         6.4  $3.22 
44.5  4.4  2.21 


1976 
1975 
1974 
1973 
1972 


35.3 
29.0 
22.1 


2.2 
1.9 
1.6 


1.12 
.96 
.78 


A  member  of  International  Bank's  Industrial  group.  AMEX— GLO 
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General  Cable 
Corporation 


General  Cable  Corporation  manufac- 
tures power  and  telephone  wire,  cable 
and  ancillary  products  for  the  domes- 
tic and  international  markets.  In  late 
1976  General  Cable  acquired  approxi- 
mately 94%  of  the  outstanding  shares 
of  Sprague  Electric  Company,  a  lead- 
ing manufacturer  of  capacitors  and 
other  electronic  components.  The  cor- 
poration's 1976  sales  increased  to  $349 
lion  with  $16.8  million  net  earnings.  General  Cable  has  paid 
trterly  dividends  continuously  since  1951.  (NYSE:  GK) 
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Get  the  complete  story 
Grace  &  Co. 


W.R.  Grace  &  Co. 

Grace  is  a  word  that  conjures  up  im- 
ages of  ships,  Caribbean  cruises,  cop- 
per mines  in  the  Andes  and  lush  su- 
garcane plantations.  But  that's  all 
gone.  Long  ago  Grace  dismantled  its 
Latin  American  organization  and 
moved  aggressively  into  specialty 
chemicals,  natural  resources  and  con- 
sumer products.  Today  Grace  is  Ameri- 
ca's fifth  largest  chemical  concern— a 
financially  strong  and  growing  compa- 
ny with  a  great  dividend  record, 
in  the  latest  Annual  Report  of  W.R. 
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General  Public 
Utilities  Corporation 


General  Public  Utilities  Corporation 
serves  over  1.5  million  customers 
through  its  operating  subsidiaries  in 
New  Jersey  and  Pennsylvania.  The 
GPU  system,  the  13th  largest  among 
U.S.  investor-owned  electric  utilities, 
has  assets  of  almost  $4  billion.  Its 
1976  revenues  were  almost  $1.1  bil- 
lion. Last  year,  59%  of  GPU's  power 
supply  was  generated  by  coal,  a  fuel 
rce  in  ample  supply  in  its  service  area  in  Western  Pennsyl- 
lia.  31%  was  generated  by  nuclear  energy. 
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Great  Northern 
Nekoosa  Corporation 


Great  Northern  Nekoosa  Corporation 
is  a  major  maker  and  distributor  of 
paper.  Its  three  principal  product 
groups  are  newsprint  and  groundwood 
printing  papers,  containerboard,  and 
business  communication  papers.  GNN 
also  makes  envelopes,  packaging  prod- 
ucts, lumber  and  plywood.  1976  sales 
were  $844.6  million,  net  income  $58.3 
million,  earnings  per  primary  share 
$3.80.  Dividends  paid  on  common  stock  in  1976  were  $1.00  and 
the  current  indicated  annual  rate  is  $1.10. 
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General  Telephone  & 
Electronics 


Consolidated  1976  revenues  and  sales 
totaled  $6.8  billion,  a  gain  of  approxi- 
mately $800  million  or  13.5%  over 
1975.  Earnings  per  share  rose  to  a 
record  high  of  $3.29,  a  14.2%  increase 
over  the  preceding  year.  During  the 
past  five  years,  earnings  per  share 
from  continuing  operations  have 
increased  at  an  average  rate  of  5.8% 
annually.  GTE  dividends  declared 
ich  have  increased  in  23  of  the  past  24  years,  have  grown  at 
average  rate  of  7.8%  annually  over  that  period.  The  current 
idend  is  at  an  indicated  annual  rate  of  $2.00  per  common 
re. 
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Grow  Chemical  Corp. 


Grow  Chemical  Corp.  is  the  second 
largest  independent  manufacturer  of 
sophisticated  coatings  and  other  chem- 
icals for  the  automotive,  aircraft,  pe- 
troleum, transportation,  metal  finish- 
ing, appliance,  industrial  maintenance, 
marine,  printing  ink,  construction  and 
consumer  markets  in  the  U.S.  The  ac- 
quisition of  Devoe  &  Raynolds  in  1976 
has  added  significantly  to  Grow's  sales 
of  trade  paints  in  the  southern  parts  of 
the  U.S.,  and  enhanced  its  position  as 
a  major  supplier  to  the  marine  coatings  market  worldwide.  The 
Company  has  paid  51  consecutive  quarterly  cash  dividends  and 
stock  dividends  for  11  of  the  last  13  years  totaling  in  excess 
of  62%.  Grow  Chemical  is  traded  on  both  the  NYSE  and  the 
ASE— Ticker  svinbol-CRO.  gg 
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HON  Industries  Inc. 

sales  and  earnings  growth  at  a  com- 
pounded annual  rate  of  more  than 
20%  is  the  twenty  year  record  of  this 
leading  manufacturer  of  a  broad 
range  of  office  furniture,  and  special- 
ized materials  handling  equipment. 
1976  sales,  up  23%,  were  $104.4  mil- 
lion, while  net  income  of  $7.5  mil- 
lion was  up  32%.  A  financially  strong 
company,  HON  Industries  stock  is 
traded  OTC.  NASDAQ  symbol- 
HONI. 
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IU  International 

IU  International  is  a  diversified 
pany  with  major  interests  in 
shipping,   land  transportation,  c 
bution    services,    utilities,  indu 
products  and  services,  and  agri 
ness.  In  1976  IU's  42,000  share! 
ers  received  a  higher  per-share 
dend  payout  for  the  32nd  coni 
tive  year.  The  current  annual  ra 
90tf  per  share.  IU  earned  $42.4 
lion,  or  $1.25  per  share,  on  reve 
of  $1.95  billion  in  1976.  The  co 
ny  has  assets  of  $2.4  billion. 


Harsco  Corporation 

Harsco  is  a  worldwide  organization 
with  22  diversified  classes  of  products 
and  services  and  with  operations  fall- 
ing into  4  business  segments:  Primary 
Metals,  Construction,  Fabricated  Met- 
als and  Defense.  Harsco  has  over  200 
manufacturing,  distribution,  and  ser- 
vice facilities  in  the  U.S.  and  9  for- 
eign countries.  In  1976,  sales  were 
$593.4  million,  up  14%  over  the  prior 
year.  Net  income  was  $38.0  million  or 
$4.01  per  share,  up  7%.  The  compa- 
ny's NYSE  symbol  is  HSC. 
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Insilco  Corporation 

1976  was  a  record  year  for  Ii 
Corporation  (NYSE).  Sales  incn 
16%  to  $386.6  million,  net  earn 
rose  33%  to  $19.6  million,  and  € 
ings  per  share  reached  $2.01. 
dividends   were   increased  twice 

1976  and  again  in  the  first  quart* 

1977  to  the  current  annual  rati 
$.88. 

Insilco,  through  its  51%  ownershi] 
a  newly  formed  company,  has 
tered  the  dynamic  field  of  fiber  r 
communications. 


Hexcel  Corporation 

Hexcel  achieved  record  sales  and 
earnings  during  1976,  its  seventh  con- 
secutive year  of  growth.  Sales  were 
$62,262,000  and  earnings  were 
$2,664,000  or  $1.61  per  share.  The 
record  1976  results  came  primarily 
from  continued  strengths  in  specialty 
chemicals,  recovery  of  markets  for 
fiber  composites,  and  increased  sales 
of  industrial  honeycomb.  In  1977, 
however,  Hexcel  expects  its  continu- 
ing growth  pattern  to  be  led  by  a 
recovery  in  the  aerospace  market. 
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Interfinancial  Inc. 

Interfinancial  is  a  balanced  finail 
services  company  engaged  in 
property  and  liability  insurance, 
stallment  lending,  furniture  lea! 
data  processing  and  managing 
estate  through  publicly-held  lini 
partnerships.  Since  inception  in  11 
Interfinancial  has  shown  an  avei 
annual  compound  growth  rate 
38.5%  in  earnings.  Net  income  in  1 
was  a  record  $5,525,000  or  $2.1 
share.  OTC. 


Houdaille  Industries, 
Inc. 


Houdaille  is  a  diversified  manufactur- 
ing firm  with  operations  in  the  Indus- 
trial Products,  Machine  Tools,  Auto- 
motive Products,  and  Construction 
Materials  and  Contracting  fields.  Its 
businesses  are  located  in  the  United 
States  and  Canada,  and  its  common 
stock  is  listed  on  the  New  York  Stock 
Exchange  with  the  symbol  HH. 
1976  Results: 

Total  Net  Sales  $332,845,000       up  14* 

Net  Income  $  24,821,000       up  43% 

Earnings  Per  Share  $2.88  up  43% 

Return  on  Common  Shareholders'  equity  18.2% 
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Interlake,  Inc. 

Interlake's  1976  annual  report 
tures  marketing  support  progn 
which  helped  our  diversified  wc 
wide  metals  and  material  hand 
company  to  its  second-best  earn 
year  in  history.  Since  1972,  Inter 
sales  have  doubled  (to  $708.9 
lion),  earnings  per  share  have  tri) 
(to  $6.61),  and  annual  divid 
payout  has  moved  from  $1.20  tc 
indicated  $2.20.  NYSE  and  1 
symbol  IK. 
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1976 
Annual 
Report 


Combining  traditional  merchant  bank- 
ing services  with  investment  and  man- 
agement participation,  IB  is  involved 
with  local  partners  around  the 
world  in  insurance,  finance,  leasing, 
industrial  manufacturing,  real  estate, 
overseas  banking,  maritime  adminis- 
tration, international  investment  and 
management  services. 
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Light  Company 

Revenues  reached  a  record  high  of 
nearly  $184  million  in  1976.  Earnings 
for  the  year  were  $3.01  per  common 
share,  up  3%  from  1975.  Dividends 
have  been  increased  to  the  annual 
rate  of  $2.10  per  share,  formerly  $2.00. 
Iowa  Power  serves  nearly  214,000 
electric  and  129,000  gas  customers  in 
a  5,600  square  mile  area  of  central 
and  southwestern  Iowa. 
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International  Funeral 
Services,  Inc. 

Owns  and  operates  Funeral  Hemes 
and  Cemeteries  in  14  states  and  Can- 
ada. Also  owns  Dried  Whey,  Inc., 
supplier  of  nutrient  supplement  to 
livestock  feed  industry.  Record  earn- 
ings in  fiscal  '76.  Paid  first  semi-an- 
nual dividend  March  15,  1977.  Trades 
American  Stock  Exchange  (IFN).  An- 
nual report  for  fiscal  year  ended 
March  31,  will  be  mailed  July  1. 
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Fred.  S.  James 
&  Co.,  Inc. 

Net  income  rose  42  percent  in  1976  to 
a  record  $9,599,000  on  revenues  of 
$88,684,000.  Net  income  per  share  in 
1976  reached  a  record  $1.64.  James 
is  one  of  the  largest  international 
insurance  brokerage  firms  and  has  64 
offices  serving  in  excess  of  250,000 
clients  in  the  United  States. 
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International  General 
Industries,  Inc. 

Annual  growth  in  the  six  years  since 
Id's  formation  has  averaged  19%  in 
revenues  and  24%  in  net  income.  Rec- 
ord revenues  of  $79  million  in  1976 
produced  earnings  of  $2.75  per  share, 
31%  over  1975.  Diversified  operations 
include  sophisticated  packaging  sys- 
tems, fabrication  of  metal  products, 
and  participation  in  energy-related 
activities.  Member  of  International 
Bank's  industrial  group.  Listed  on 
Amex. 
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Jefferson-Pilot 
Corporation 

Over  90%  of  Jefferson-Pilot's  income 
is  from  two  major  life  insurance  com- 
panies, Jefferson  Standard  and  Pilot. 
Other  sources  include  radio,  television, 
newspapers,  casualty  and  title  insur- 
ance. Earnings  gains  averaged  12.7% 
compounded,  for  the  past  five  years. 
1976  marked  the  eighth  consecutive 
year  of  increase  in  cash  dividends 
paid.  Cash  dividends  every  year  since 
1913.  Listed  NYSE,  MSE. 
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Iowa  Electric  Light 
and  Power  Company 

Iowa  Electric  Light  and  Power  Com- 
pany 1976  earnings  were  $1.89  per 
common  share,  a  43%  improvement 
from  1975.  Iowa's  only  nuclear  gen- 
erating station,  the  Duane  Arnold 
Energy  Center  (  DAEC ) ,  contributed 
46%  of  the  kilowatt-hours  used  by  the 
company's  189,000  electric  custom- 
ers. The  DAEC  went  into  operation 
in  the  summer  of  1974. 
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KDI 


KDI  Corporation 

KDI  Corporation  reported  1976  sales 
of  $131.0  million,  compared  with 
$120.2  million  in  1975.  Net  income  for 
1976  was  $2.3  million,  compared  with 
$2.7  million  in  1975.  KDI  has  28  com- 
panies engaged  in  swimming  pool  con- 
struction and  marketing,  electronic 
components  manufacturing,  motion 
picture  film  distribution,  chemical  dis- 
tribution and  scientific  educational 
materials.  There  are  over  11,000  stock- 
holders. The  stock  is  traded  OTC  and 
quoted  by  NASDAQ.  The  symbol  is 
KDIC. 
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Kay  Corporation 

Kay  Corporation  is  a  major  interna- 
tional trading  and  merchanting  or- 
ganization which  also  owns  the 
third  largest  chain  of  retail  jewelry 
stores  in  the  United  States.  Earnings 
from  continuing  operations  in  1976 
were  $4,015,000  or  $.67  per  common 
share  compared  with.  $2,216,000  or 
$.32  per  common  share  in  1975. 
(AMEX  symbol-KAY) 


85 


Kewanee  Industries, 
Inc. 

Kewanee,  with  growing  oil  and  chem- 
ical activities  through  its  Kewanee  Oil 
Company,  Harshaw  Chemical  Com- 
pany and  Millmaster  Onyx  Group,  to- 
gether with  coal  and  cattle  raising  ac- 
tivities, achieved  record  net  earnings 
of  $35.4  million  and  revenues  of 
$434.4  million  in  1976.  Continued 
growth  through  planned  internal  de- 
velopment and  external  expansion  is 
anticipated  in  the  future.  Consecutive 
dividends  have  been  paid  since  1890.  AMEX  symbol:  KOC 
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^^Q-i-VIH  Lawson  Products,  In 

For  the  ninth  consecutive  year,  B 
son  Products  in  1976  achieved  re 
sales  and  earnings.  Earnings  rose 
to  $4,239,636  on  a  7.5%  sales  iner 
to  $41,612,808.  Net  per  share:  $. 
vs.  $1.19  in  1975.  Earnings  gro\ 
28.1%  compounded  annual  rate 
the  past  five  years.  Lawson  natior 
distributes    over    12,000  expend 
maintenance,  repair  and  replacen 
parts,  chemical,  electrical  and  s 
supplies  for  the  industrial,  heavy-fl 
equipment  maintenance,  in-plant  and  building  maintenance 
transportation  fields.  Traded:  OTC,  NASDAQ:  LAWS 


Keystone  tntemattonal.loc 


Keystone 
International,  Inc. 

1976  was  the  eighth  straight  year  of 
record  growth  for  this  world  leader  in 
materials  flow-control  products.  Dur- 
ing past  five  years: 

0  Net  sales  have  grown  157%  from  $19 
million  to  $49  million; 
*  Net  income  has  jumped  250%  from 
$2  million  to  over  $7  million; 
°  Averaged  a  35.7%  return  on  begin- 
ning-year shareholders'  equity; 
Cash  dividends  have  been  raised  over  800%  from  $.05)2  to  a 


Lenox,  Incorporated 

Lenox  (LNX  on  the  NYSE),  a  li 
ing  U.S.  manufacturer  of  quality 
nerware,    crystal    and  jewelry, 
eluded    1976   with    record  sales 
$135,111,000.00  and  $9,736,000.00 
ter  tax  earnings— increases  of  10% 
26%  respectively.  Per  share  earn 
were  $2.51.  Dividend  rate  was! 
creased  twice  to  a  total  of  $1.00 
share.  Dividends  can  be  automatic 
reinvested  in  LNX  stock. 


current  $.50  per  share. 
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Knight-Ridder 
Newspapers,  Inc. 


cury  and  News  and  the 


Knight-Ridder  Newspapers,  Inc.  in- 
creased its  1976  earnings  from  con- 
tinuing operations  by  50  percent  to 
$47  million  on  revenues  of  $678  mil- 
lion. The  company  publishes  32  daily 
newspapers  located  from  coast  to 
coast  in  markets  small,  medium  and 
large.  Major  newspapers  include  the 
Detroit  Free  Press,  Philadelphia  In- 
quirer, Miami  Herald,  San  Jose  Mer- 
St.  Paul  Dispatch  and  Pioneer  Press. 
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The  Limited  Stores 

The  Limited  Stores,  Inc.  is  a  Col 
bus  based  chain  of  143  fashion 
cialty  stores  for  women.  Stores 
located  primarily  in  regional  shopj 
center    malls    in    40  metropol 
areas.  Stores  feature  fashion  sp« 
wear  in  an  exciting  atmosphere 
pealing  to   the   contemporary  w 
an  16  to  35  years  of  age.  The  corpo 
headquarters  is  located  at  4661  1 
Main  Street,  Columbus,  Ohio  43S 


Net  Sales 

Income  Before  Taxes 
Earnings  per  Share 
Number  of  Stores  Open 


t  Half  1977 
$60,184,900 
$  9,046,400 
$1.12 
126 


Fiscal  1976 
$68,865,600 
$  9,306,900 
$1.18 
98 


Fiscal  191 
$39,540, 
$  4,193, 
$- 


'Adjusted  to  reflect  the  July,  1976  three  for  two  stock  split. 
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Lincoln  National 
Corporation 


Lincoln  National  Corporation  provides 
life-health  insurance  and  annuities, 
property-casualty  insurance,  and  title 
and  trust  services  on  a  national  basis. 
Major  operating  companies  include 
Lincoln  National  Life  Insurance, 
American  States  Insurance,  Chicago 
Title  and  Trust  and  Dominion  Life  As- 
-g.  su ranee  (Canada).  1976  was  a  record 

£      year  with  revenues  reaching  $1.7  bil- 
(17%  above  1975)  and  operating  income  $3.92  per  share 
I  above  1975).  Current  dividends,  $1.60  per  share.  NYSE, 
rSE  symbol  is  LNC. 
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Marion 
Corporation 
A  1977 
Annual 
Report 


from  .45  to  10.5  billion 


Marion  Corporation 

This  Alabama  based  petroleum  com- 
pany is  engaged  in  refining,  market- 
ing, drilling  and  exploration.  Record 
income  for  FY  1977  ending  January 
31,  continues  the  growth  pattern  of 
the  last  5  years.  Record  1977  results 
included  a  17%  increase  in  net  income 
to  $5,154,230  or  $1.67  per  share  on 
sales  of  $95,899,660.  Net  oil  reserves 
have  increased  from  .22  million  bar- 
rels in  1975  to  2.2  million  barrels  in 
1977  while  net  gas  reserves  have  risen 
cubic  feet  during  the  same  period. 
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Long  Island 
Lighting  Company 

LILCO's  1976  earnings  were  a  year- 
end  record  $2.52  per  share.  The  an- 
nual dividend  rate  on  the  common 
stock  was  raised  to  $1.63  in  March 
1977.  The  dividend  rate  has  been  in- 
creased in  each  of  the  last  19  years, 
except  in  1974.  LILCO  Common 
Stock  shareowners  can  buy  new 
LILCO  common  shares  at  no  addi- 
tional cost  quarterly  with  their  divi- 
ds  and  up  to  $3,000  of  optional  cash  payments.  The  Com- 
y  supplies  electric  and  gas  energy  in  a  service  area  with  a 
ulation  greater  than  that  in  each  of  25  states. 
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Martin  Processing, 
Inc. 

Martin  produces  dyed  and  treated 
yarns  for  carpet,  drapery  and  uphol- 
stery fabrics;  dyed  and  treated  poly- 
ester films  for  solar  control  and  other 
applications;  and  process  machinery. 
During  1976  it  moved  aggressively  to 
diversify  its  product  base  by  extend- 
ing its  proprietary  technologies  into 
related  business  areas.  ASE— "MPI." 


1976 
$116,449,000 
$3.11 


Net  sales 

Earnings  per  share 
Earnings  per  share— on  operations  $3.11 
Stockholders'  equity  $32,872,000 


1975 

$94,079,000 
$3.46 
$3.05 

$27,571,000 
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Lowe's  Companies, 
Inc. 

1976  was  a  double  anniversary  year 
for  Lowe's.  For  30  years,  we  have 
been  retailing  building  materials  and 
home-oriented  merchandise  to  home 
builders  and  home  owners.  For  15 
years,  we  have  been  a  publicly  owned 
company,  and  here  is  a  "then  and 
now"  outline  of  our  track  record. 


1961        Growth  Factor  1976 
nber  of  Stores  15  10  150 

;s  Volume  $31,000,000  15  $465,000,000 

nings  $     900,000  19  $  17,300,000 

•  15th  Anniversary  Report  reviews  these  years,  and  also 
ngths,  structures,  and  strategies  for  the  future.  95 


Masco  Corporation 

Masco  manufactures  faucets  and  oth- 
er residential  and  home  improvement 
products;  personal  communications 
and  other  specialty  products;  and 
cold  extruded  and  other  components 
for  industry.  By  establishing  proprie- 
tary leadership  positions  in  markets 
with  above-average  growth  potential 
and  providing  superior  value  to  cus- 
tomers, Masco  has  achieved  increased 
earnings  for  20  consecutive  years. 
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McDonough  Co. 

•  Eight  Consecutive  Years  of  Growth 

•  Increased  Dividends 

Quarterly  dividends  have  been  in- 
creased nine  times  in  the  last  eight 
years,  from  $.0375  to  $.225. 

•  Multi-line 

McDonough's  business  lines  consist 
of  footwear,  hand  tools,  and  build- 
ing materials.  Traded  on  the  NYSE 
-Symbol  MDO 


r.  Growth  Fiscal  Year  Ended  1/31/77 

i%  Net  Sales  $305,948,000 

)%  Net  Earnings  $16,474,000 

1%  Earnings  Per  Share  $4.15 

)%  Current  Annual  Dividend  $.90 
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Oscar  Mayer  &  Co., 
Inc. 

Oscar  Mayer  &  Co.,  Inc.,  is  nationally 
recognized  for  its  leadership  in  food 
processing,  particularly  family-con- 
venience meat  products,  and  in  the 
research  and  development  of  modern 
packaging  methods.  In  fiscal  1976. 
sales  were  $1,133,063,000  and  earn- 
ings were  $33,366,000.  For  the  first 
quarter  of  fiscal  1977,  sales  were 
$274,021,000  and  earnings  were 
$7,787,000,  compared  to  $262,399,000  in  sales  and  $5,227,000 
in  earnings  for  the  first  quarter  of  1976.  NYSE  symbol  is  OMC. 
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Medenco  Inc. 

Medenco  Inc.,  a  health  services  com- 
pany operating  hospitals/dental  lab- 
oratories/paramedical  services,  pro- 
duced its  eighth  consecutive  year  of 
record  revenues  and  earnings  in 
1976.  EPS  up  22%  to  $1.52,  earnings 
up  12%  to  $2.6  million  on  revenue  ad- 
vance of  21%  to  $74  million.  Since  in- 
ception in  1969  compound  annual 
growth  rates  have  been:  Net  revenues 
—33%;  net  income— 24%;  earnings  per 
share— 19%.  Medenco  also  owns  in- 
terests in  producing  natural  gas  properties.  Quarterly  cash  divi- 
dends have  been  paid  since  1972— current  quarterly  rate  $.05/ 
share. 
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Minnesota  Power 
&  Light  Company 

Increases  in  revenues,  earnings 
dividends  for  the  year  1976  wel 
ported  to  shareholders  of  Mini) 
Power  &  Light  Company.  Its 
Annual  Report  features  ecor 
growth  profiles  for  northet 
Minnesota,  including  taconite 
mining)  expansions,  as  well  ai 
Company's  construction  and  fi 
ing  programs. 


Media  General,  Inc. 

Media  General  is  a  diversified  com- 
munications company  with  newspa- 
per, broadcast,  and  related  operations. 
Using  a  unique  recycling  process,  its 
newsprint  subsidiary  produces  about 
one-tenth  of  the  newsprint  manufac- 
tured in  the  United  States.  In  1976, 
revenue  and  net  income  increased 
16.1%  and  15.0%  respectively;  return 
on  equity  averaged  15.0%.  Over  the 
past  five  years,  revenue  and  net  in- 
come have  grown  14.6%  and  15.6% 
annually.  AMEX  Symbol:  MEG. A 
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Missouri  Pacific, 
Corporation 


Missouri  Pacific 
Corporation 


Involved  in  the  railroad,  natural 
transmission  and  exploration  and 
land  cement  industries,  MIS  (N 
symbol)  earned  $80.2  million  in 
compared  to  $49.3  million  in  ] 
Operating  revenues  in  1976  were 
billion.  Earnings  per  share  were  8 
primary  and  $6.17  fully  dilutee 
comparison,  1975  earnings  per 
were  $5.28  primary  and  $4.79 
diluted.  Subsidiaries  include  the  92%  owned  Missouri  Pacific 
tern,  one  of  the  country's  strongest  railroads  serving  twelve  s| 
in  the  midwest  and  southwest. 


-  j 


■X  GENERAL  COaPCtt*!*)*  *M>flJ»i.  ftiWXT  POU  <*7»  AM*         I      "  S\  I 

Michigan  General 
Corporation 

This  multi-industry  corporation  with 
18  operating  companies  set  new  rec- 
•  ^il"£#ltzp;?s^^^' '        ords   in    1976   with   net   income  of 
•"  .>^-^^V:_:;":-^r^-  \"  ;      $4,261,066,  sales  of  $169,484,618,  and 
.  •.'  ,  "L  '       earnings  per  share  of  $1.01.  Michigan 

■    •       •  v'     :  -i  '  .      General  has  grown  through  mutually 
•  beneficial  mergers  with  strong,  foun- 

■  der-run  companies.  The  1976  net  in- 

•■'   .  ..    •         come   reflects   a   six-year  compound 

growth  rate  of  22.7%  from  existing 
operations  and  15.8%  from  all  operations.  Executive  offices:  Dal- 
las and  Detroit.  Amex.  ( MGL ) . 
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Mohasco  Corporatio 

Mohasco  Corporation,  a  leading  ri 
ber  of  carpet,  furniture,  distribu 
and  furniture  rental  industries,  i 
sales  $624.5-million,  up  11%.  B 
ings  $2.08  per  share,  up  36%.  Pri 
pal  product  lines:  Carpets:  Alexai 
Smith,  Firth  and  Mohawk;  FurnH 
BarcaLounger,  Chromcraft,  Deca 
Futorian,  Liberty,  Monarch,  Pe 
Revington,  Stratford,  Stratoloun 
Super  Sagless,  Trend  Line;  Disti 
tion:  William  Volker;  Cort  Furni 
Rental.  Fortune  "500"  rank-308. 


MioiANnnoss  Midland-Ross 

In  1976  Midland-Ross  net  income, 
earnings  per  share,  net  income  as  a 
percent  of  shareholder  equity,  and 
sales  from  continuing  operations  in- 
creased for  the  fifth  consecutive  year. 
Net  income  has  nearly  tripled  since 
1972  and  earnings  per  share  from 
continuing  operations  have  increased 
at  an  annual  compounded  growth 
rate  of  34%.  Indicators  point  to  an- 
other strong  performance  in  1977. 
Midland-Ross  concentrates  in  four 
major  business  areas:  capital  goods,  mechanical  controls,  elec- 
trical products  and  steel  castings. 
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Morrison-Knudsen 
Co.,  Inc. 


record 
nearly 


Morrison-Knudsen  is,  by  desigr 
constructive  force— a  worldwide 
ganization  that  engages  in  nearly 
ery  discipline  of  engineering  an< 
all  types  of  construction,  as  wel 
mining  coal,  laying  pipelines,  dev« 
ing  commercial  real  estate,  rem; 
facturing  railroad  locomotives  and 
owning  a  major  shipyard.  Earning 
1976  ($4.83  per  share)  reache 
high  for  the  fourth  successive  year.  Year-end  backlog 
$l-billion. 
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The  L.E.  Myers  Co. 

Expanding  foreign  work,  particularly 
for  Aranico  in  Saudi  Arabia,  helped 
boost  1976  results,  and  the  outlook 
for  1977  is  favorable.  Founded  in 
1891,  L.E.  Myers  is  the  nation's  larg- 
est builder  of  transmission  lines,  dis- 
tribution systems  and  substations  for 
electric  utilities.  Annual  sales  in  1976 
exceeded  $100  million,  and  the  com- 
pany's worth  is  more  than  $31  mil- 
lion. Shares  are  listed  on  the  New 
York  Stock  Exchange. 
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NCORInc. 


NICOR  Inc. 

NICOR  is  a  diversified  holding  com- 
pany with  subsidiaries  in  energy  related 
areas  including  gas  distribution,  un- 
derground storage,  gas/oil  exploration 
and  development,  and  coal  resources. 
1976  net  income  reached  $52.8  mil- 
lion on  revenues  of  $861.5  million. 
Quarterly  common  stock  dividend  rate 
increased  18  of  the  past  19  years.  Ef- 
fective May  1  the  rate  is  58  cents  per 
share. 
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NL  Industries,  Inc. 

A  worldwide  industrial  company  with 
over  $1.5  billion  annual  sales.  Its  ma- 
jor business  areas  are  petroleum  ser- 
vices, chemicals  and  metals.  Markets 
served  include  oil  and  gas  well  drill- 
ing and  production,  automotive, 
paint,  plastics,  aerospace,  paper  and 
railroads. 
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Northern  Natural 
Gas  Company 

Northern  Natural  Gas  Company 
increased  its  net  income  in  1976 
to  $142,525,000,  up  9%  from 
$131,143,000  in  1975.  Earnings  per 
share  climbed  to  $6.30.  Our  revenues 
in  '76  rose  by  220  million  dollars, 
topping  the  billion  dollar  mark  for  the 
third  straight  year.  Northern  operates 
a  31,000  mile  wholesale  and  retail 
natural  gas  pipeline  system,  distributes 
natural  gas  in  eleven  states,  conducts  one  of  the  nation's  largest 
integrated  liquid  fuels  operations  and  is  a  major  producer  and 
marketer  of  petrochemicals. 
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National  Distillers  and 
Chemical  Corporation 

A  leader  in  petrochemicals,  liquors, 
wines,  metals,  and  blankets,  NDCC 
experienced  record  sales  and  net  in- 
come in  1976.  Chemical  Division  op- 
erating profits  again  accounted  for  755? 
of  the  corporate  total,  rising  26%  from 
1975,  and  were  augmented  by  signif- 
icant net  income  contributions  from 
chemically-oriented  Associated  Com- 
panies. The  common  dividend  was 
eased  for  the  fourth  time  in  three  years  in  January,  1977 
$1.60  annual  rate. 

Ill 


Oakite  Products,  Inc. 


In  business  since  1909,  Oakite  formu- 
lates, manufactures  and  markets 
chemical  specialty  products  for  indus- 

  trial  and  institutional  cleaning,  metal 

ui^dLmmT""'"*'  conditioning,    environmental  sanita- 

"""^  tion,  water  treatment  and  pollution 

»"JSZr'"-*  "'"*••  control.   A   division,   Oakley  Service 

m">i?;'*"'"*'"""°'  Company,  offers  a  comprehensive  con- 

  tract  cleaning  service.  1976  was  the 

Qg)  fifth  consecutive  year  of  higher  con- 

solidated sales  and  earnings  for  Oak- 
ite, its  divisions  and  international  sub- 
sidiaries. It  was  also  a  year  in  which  shareholders  received  a 
nine-percent  increase   in  dividend.   Quarterly   dividends  have 
been  paid  consecutively  since  1934.  NYSE  symbol  OKT. 

115 


Niagara  Share 
Corporation 


liagara@GD§F@ 


A  diversified  closed-end  investment 
company  whose  primary  objective  is 
growth  of  capital  from  common  stock 
investments  in  American  and  foreign 
corporations.  Superior  long-term  rec- 
ord and  low  portfolio  turnover.  Di- 
rectly managed  by  its  officers  and  di- 
rectors, who  are  substantial  sharehold- 
ers. Shares  are  eligible  for  Keogh  and 
Individual  Retirement  Trusts.  48th 
mal  Report  includes  investment  policies,  distribution  options, 
wth  oriented  portfolio  and  investment  results.  Listed  on 
f.S.E. 
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Ogilvy  &  Mather 
International  Inc. 

This  international  advertising  agen- 
cy, with  offices  in  28  countries,  re- 
ported net  profits  up  for  the  fifteenth 
consecutive  year.  Revenues  were 
$112,226,000,  up  14.2  percent,  and 
earnings  were  $4.18  per  share,  com- 
pared with  $3.14  per  share  in  1975. 
OMI  is  the  fifth  largest  U.S.  advertis- 
.\\MMw*tna.  ing  agency.  In  the  past  five  years 

earnings  have  more  than  doubled. 
Dividends  are  now  being  paid  at  an  annual  rate  of  $1.40  per 
share  and  have  been  increased  annually  for  the  past  eleven 
years.  Traded  OTC:  NASDAQ  symbol  OGIL. 
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"THE  PERIOD  OF  IMPROVING 
OUR  PERFORMANCE  THROUGH 
MAJOR  SURGERY  IS  OVER.  IN 
THE  FUTURE  OLIN'S  GROWTH 
WILL  COME  FROM  WHAT  WE 
ARE  DOING  IH  THREE  AREAS: 
CAPITAL  EXPENDITURES, RE- 
SEARCH AND  DEVELOPMENT. 
AND  HUMAN  RESOUJH ESP 


Olin  Corporation 

The  year  1976  was  the  sixth  consecu- 
tive year  of  consistent  improvement 
for  Olin.  Profits  set  a  new  record. 
We're  beginning  1977  with  5  years 
of  very  extensive  changes  behind  us. 
In  our  opinion,  these  have  made  a 
great  difference  in  Olin,  not  solely  in 
the  actual  earnings  results,  but  in  the 
long-term  health  of  the  company  as 
well. 
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Pacific  Power  & 
Light  Company 

1976  revenues  were  $354,970,0< 
18%.  Net  income  was  $86,915,01 
20%.  Earnings  per  share  were 
up  18^.  Quarterly  dividend  is  45 
was  helped  by  income  of  $17,6! 
from  commercial  coal  sales 
$5,236,000.  PP&L  serves  560,00( 
trie  customers.  Listed  NYSE 
cific  exchanges— "PacPw" 


Olinkraft,  Inc. 

Integrated  forest  products  company 
had  record  $33.6-million  net  income 
on  $342-million  sales  in  1976  from 
U.S.  kraft  paper  and  specialty  paper- 
board  mill  and  converting  plants,  lum- 
ber and  plywood  operations,  and  Bra- 
zilian paper  mill  and  converting 
plants.  Company  owns  570,000-acre 
timber  base  in  U.S.  and  86,000  acres 
in  Brazil.  1976  return  on  equity, 
19.9%;  return  on  capital,  16%.  NYSE 
symbol,  OKF. 
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Parker  Hannifin 
Corporation 


uifl  to  urpmd  Uw 


during  tha  dupift  r< 


This  world  leader  in  the  ma^ 
ture  of  fluid  power  system  compc 
and  automotive  parts  has  inci 
average  net  earnings  19  percent 
J0k  the  past  five  years,  compounde 

Dually,  to  $20  million,  or  $3.3 
j^^^HT  share.    Annual    dividends  have 

creased  for  20  consecutive  yes 
$1.20.  Sales  goal  for  fiscal  19 
$500  million,  up  from  $407  n 
for  fiscal  1976,  as  capital  goods'  markets  rebound  and  de 
continues  strong  for  replacement  components.  (PH-NYSE) 


pp— 1 

Otter  Tail 
Power  Company 

In  1976  Otter  Tail  revenues  were 
$71,003,000,  up  24.6  percent  from 
1975  revenues  of  $56,962,000.  Net  in- 
come for  1976  was  $8,499,000,  up 
38.7  percent  from  1975  net  income  of 
$6,127,000.  Earnings  per  common 
share  were  $2.42  in  1976,  compared 
to  $1.92  in  1975. 

Otter  Tail  serves  more  than  114,000 
customers  in  a  50,000  square-mile 
area  in  Minnesota  and  the  two 
Dakotas. 
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Peavey  Company 

Peavey  is  a  food  and  specialty  i 
ing  company  with  1976  sales  of 
million.  It  has  expanded  and  stre 
ened  its  traditional  businesses  of 
milling    and    grain  merchand 
while  successfully  entering  new 
of  consumer  foods  and  specialt 
tailing.  Since  1970,  Peavey's  av 
annual  compound  growth  rate 
percent  in  sales,  30  percent  in 
ings  per  common  share  and  34 
cent  in  dividends  per  common  > 
NASDAQ  symbol  PEVY. 


Pacific  Northwest 
Bell 

Pacific  Northwest  Bell  is  engaged  in 
the  business  of  furnishing  communi- 
cations services,  primarily  local  and 
long  distance  telephone  services,  in 
parts  of  Idaho,  Oregon  and  Washing- 
ton. Earnings  in  1976  increased  17% 
to  a  record  of  $104,552,000,  or  $2.10 
a  share,  while  revenues  increased  15% 
to  $848,026,000.  The  annual  dividend 
rate  of  $1.32  provided  a  yield  of  6.7% 
at  year's  end.  AMEX  symbol— PNB. 


Pennsylvania  Power 
Light  Company 

Pennsylvania  Power  &  Light  Con 
( PP&L )  supplies  electricity  to  93 
homes  and  businesses  in  a  10 
square-mile  area  in  Central  Es 
Pennsylvania.  PPfitL  has  strong 
erating  capacity  and  fuel  pos 
with  90  per  cent  of  generation 
coal-fired  units,  and  is  a  net  suj 
to  the  Pennsylvania-New  Jersey-J 
land  Interconnection,  one  of 
world's  largest  power  pools. 
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Peoples  Gas  Company 

Chicago-based  holding  company  with 
four  operating  subsidiaries  engaged  in 
exploration,  production,  transmis- 
sion, storage  and  distribution  of  natu- 
ral gas.  Pipeline  transmission  subsid- 
iary operates  in  12  states  and  serves 
14  million  people;  distribution  com- 
panies serve  Chicago  and  northeast- 
ern Illinois.  Total  assets  exceed  $2.3 
billion.  Cash  dividends  paid  each 
consecutive  quarter  since  1939.  Cur- 
rent annual  rate:  $3.40.  Listed  New 
and  Midwest  Exchanges.  Ticker  symbol:  PGL 
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Potlatch  Corporation 

Potlatch  is  an  integrated  forest  prod- 
ucts company.  Its  products  include 
lumber,  plywood,  particleboard,  spe- 
cialty wood  products,  pulp,  bleached 
paperboard,  printing  and  business  pa- 
pers, packaging  and  disposable  con- 
sumer paper  products.  Major  opera- 
tions are  supported  by  company- 
owned  timberland  totaling  1.3  million 
acres  in  Arkansas,  Idaho  and  Minne- 
sota. Last  year's  sales  were  a  record 
$624  million,  a  24%  increase  over 
Our  net  earnings  were  more  than  $47  million,  another 


record  and  a  27%  increase  over  1975. 
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Perry  Drug 
Stores,  Inc. 

Following  record  sales  ($56.5  mil- 
lion) and  record  earnings  ($1.2  mil- 
lion, or  $1.01  a  share)  in  its  fiscal 
year  ended  Oct.  31,  1976,  Perry  in 
the  three-month  period  ended  Jan. 
31,  1977,  posted  its  best  quarter  ever. 
Profit  ($613,188,  or  51  cents  a  share) 
for  the  quarter  was  up  85.8%  over 
the  same  1976  quarter  on  a  sales 
increase  of  23.5%.  Perry  currently  op- 
|s  44  stores  in  32  Michigan  communities  and  the  50th  Perry 
I  is  planned  before  the  end  of  this,  the  company's  20th  An- 
rsary  Year. 
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Proler  International 
Corp. 

Proler  International,  a  leading  proces- 
sor of  ferrous  and  non-ferrous  metals 
for  recycling,  markets  its  products 
throughout  the  United  States,  Europe 
and  the  Orient.  A  premium  grade  of 
I>,  j|     heavy  melting  steel,  Prolerized  Scrap 

is  produced  by  seven  Company-de- 
signed plants  and  sold  to  steel  mills 
and  foundries  throughout  the  world. 
Other  products  include  precipitation 
iron,  aluminum,  zinc  and  tin,  all  produced  by  Proler-designed 
plants  from  recovered  metallics.  NYSE/PS. 
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Philadelphia  Fjettrk  Company 
Annual  Report  1976 


Philadelphia  Electric 


Company 

An  investor-owned  utility  providing 
electric,  gas  and  steam  service  to  a 
population  of  approximately  3,900,000 
in  a  2475-square-mile  territory  in 
southeastern  Pennsylvania  and  north- 
eastern Maryland. 

Dividends  paid  every  year  since  1902. 
More  than  $4.7  billion  invested  in 
electric,  gas  and  steam  facilities.  Out- 
lays of  an  additional  $448  million 
duled  for  expansion  and  improvement  during  1977.  Nuclear 
ration,  as  a  percent  of  total  kilowatt-hour  output,  increased 
i  6.4%  in  1974  to  17%  in  1976  and  is  expected  to  be  approxi- 
>ly  27%  in  1977. 
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Puget  Sound  Power 
&  Light  Company 


(•OHl.KAi.lt,  111 
COMPWt 


An  investor-owned  utility  providing 
electricity  for  over  1  million  people 
in  the  State  of  Washington,  serving 
a  nine-county  area  principally  in  the 
Puget  Sound  region. 
Residential  revenues  account  for  51% 
of  total  revenues.  Gross  utility  plant 
of  more  than  $888  million.  In  1976 
operating  revenues  were  $191  mil- 
lion. Net  income,  including  the  cumu- 
lative effect  of  an  accounting  change  to  record  unbilled 
revenues,  was  over  $38.1  million,  or  $4.85  per  average  share  of 
common  stock. 
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Pope  &  Talbot,  Inc. 

One  of  North  America's  leading  forest 
products  and  community  development 
companies  with  operations  in  Oregon, 
Washington  and  British  Columbia. 
Now  entering  its  128th  year  of  con- 
tinuous operation,  Pope  &  Talbot 
manages  more  than  126,000  acres  or 
1.1  billion  board  feet  of  high  quality 
timberland— one  of  the  strongest  tim- 
ber assets  in  the  forest  industry. 


Raymond 
International  Inc. 


128 


•  Raymond  is  a  worldwide  engineer- 
ing and  construction  company  spe- 
cializing in  foundations  and  heavy  ma- 
rine structures. 

•  Profits  over  the  past  six  years  have 
increased  at  a  compound  annual  rate 
of  60  percent. 

Growth  opportunities  were  recent- 
ly expanded  by  an  agreement  to  ac- 
quire Kaiser  Engineers,  a  major  de- 
sign and  engineering  group  specializing  in  energy,  transporta- 
tion, metals  and  minerals  facilities. 

•  Raymond  is  particularly  active  in  oil  producing  countries. 
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REKHHOLD 
CHEMICALS,  INC. 


Inc. 

Aided  by  two  major  acquisitions  dur- 
ing the  year,  Reichhold's  sales  in 
1976  rose  43%  to  a  new  all-time  rec- 
ord of  $585-million.  Earnings  in- 
creased to  $2.33  per  share  and  divi- 
dends were  raised  for  the  fifth  suc- 
cessive year.  The  annual  report  points 
out  that  this  major  international  com- 
pany has  grown  over  the  years  by  de- 
veloping and  marketing  a  wider  range 
of  products  to  growing  industries— specifically  the  chemical  pro- 
cessing, electrical  equipment,  recreation,  appliances,  textiles,  rub- 
ber, transportation,  construction  and  agriculture  industries. 
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ftstebte  Stores  Coipor, 


Annual  Report 


Reliable  Stores 
Corporation 

This  well  established  NYSE  company 
operates  82  retail  jewelry  stores  and 
68  home  furnishings  stores.  Uninter- 
rupted dividends  since  1936.  Current 
indicated  annual  dividend  rate  is  $.68 
per  share.  Earnings  per  share  in  year 
ended  January  31,  1977:  $1.57. 
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The  largest  producer  of  high-q 
cosmetics  cases  in  the  country,  I 
also  is  the  largest  full-service  co 
blister  packager. 

With  a  government  phaseout  of  1 
carbon  aerosols  expected,  Risdo 
developed  the  widest  range  of 
native  dispensing  systems. 
Risdon  operated  at  record  lev* 
1976  and  resumed  an  amb 
growth  program  that  has  more 
tripled  the  size  of  the  company 
1971.  On  record  sales  of  $67  million,  Risdon  earned  $1 
share,  a  new  all-time  high  in  per-share  operating  in« 
( AMEX  symbol-RIS). 
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1976 


Russell  Corporation 

Russell  Corporation  is  a  leading 
ufacturer  of  athletic  apparel  and 
ducer  of  knit  leisurewear  and 
rics.  Sales  1976,  $124,696,000. 
$1.79.  Book  value  $14.00.  Five 
compound   annual   growth  in 
dend  rate   18%.  Vertical  integr 
and  complementary  product  line* 
able   company  to  consistently 
with  the  industry's  top  perfom 
(AMEX:  RML). 


Resistoflex  Corp. 

(000  Omitted) 


Fiscal 

Sales 

Earnings 

EPS 

1976 

$36,604 

$2,307 

$2.72 

1975 

$34,348 

$1,864 

$2.21 

1974 

$26,771 

$1,310 

$1.53 

1973 

$18,794 

$  750 

$  .86 

1972 

$16,912 

$  598 

$  .66 

1971 

$16,439 

$  377 

$  .41 

1970 

$16,866 

$  162 

$  .18 

Fiscal  1976,  a  year  of  record  sales 
and  earnings,  marked  the  6th  consec- 
utive year  in  which  earnings  exceed- 
ed those  of  the  previous  year.  Resistoflex  is  a  leading  producer 
of  corrosion/temperature  resistant  fluid  conduits  and  other  en- 
gineered products  for  industry. 
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Salem  Corporation 

For  the  second  consecutive  year, 
lem  achieved  record  earnings.  Ne 
come  for  1976  of  $3,391,000  or  $ 
per  share  represents  the  fourth 
secutive  year  of  increased  earn 
With  its  backlog  going  into  ! 
at  $103  million  and  customer  inqu 
increasing,  Salem  feels  that  it  is 
prepared  for  the  expected  expar 
in  the  world-wide  capital  goods  : 
ket.  Salem  Corporation  designs, 
gineers  and  erects  industrial  fum 
equipment,  coal  processing  and  conveying  facilities,  coke  o 
and  coal  by-products  chemical  plants,  anti-pollution  facilities 
related  equipment. 

] 


Richardson-Merrell 

Inc. 

Richardson-Merrell  Inc.  is  a  diversi- 
fied pharmaceutical  company  which 
produces  proprietary  medicines  and 
toiletries,  ethical  pharmaceuticals,  vet- 
erinary products,  laboratory  and  diag- 
nostic chemicals  and  plastic  packag- 
ing. Consumer  products  include  Vicks 
colds  products,  Clearasil  and  Oil  of 
Olay.  Sales  have  increased  in  each  of 
the  last  28  years.  Net  sales  in  fiscal 
1976  were  $746  million;  earnings  were  $48  million. 
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Saxon  Industries,  in< 


( SXP  NYSE ) 

Saxon  is  a  leader  in  the  distribi 
of  paper  and  a  broad  range  of 
verted  paper  products,  envelopes 
ing  supplies  and  food-service  dis 
ables.  Saxon  also  occupies  impoi 
•  positions  in  the  market  for  photo 
iers,  flexible  packaging  and  for  gr 
ics  products.  Diversification  has  1 
the  hallmark  of  Saxon's  growth  s 
1960  when  sales  amounted  to  $13.5  million  and  the  Compj 
book  value  was  $1.98  a  share. 

1976  1975 
Sales  (Mils.)  $474.7  $434.3 
Earnings  (Mils.)       4.1  5.8 


Per  Share 
Par  Value 


.52 
$14.09 


.72 
$13.46 


3 
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ocnoii,  inc. 

Scholl,  Inc.  is  a  world  leader  in  the 
manufacture  and  distribution  of  foot 
care  products.  The  company  also  pro- 
duces and  markets  footwear,  primarily 
in  the  U.S.  and  U.K.  Pressure-sensi- 
tive adhesive  tapes  are  manufactured 
and  sold  under  the  Arno  name.  Con- 
solidated worldwide  sales  for  1976 
reached  $196,927,000,  compared  with 
previous  high  of  $187,300,000  in  1975. 
Consolidated  net  earnings  per  share 
were  $1.17  for  1976,  compared  to 
}  in  1975.  Complete  1976  Annual  Report  is  available  upon 
jst.  Corporate  headquarters  are  located  at  213  West  Schiller 
■t,  Chicago,  Illinois  60610. 
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^srrss    1  ne  signal  companies, 
Inc. 

Consolidated  income  from  continuing 
operations  for  the  year  ended  Decem- 
ber 31,  1976,  increased  55%  to  $64.2 
million  or  $3.11  per  share,  compared 
to  $41.4  million  or  $1.90  per  share  in 
1975.  Record  sales  for  the  year  to- 
taled $2.45  billion,  a  14%  increase, 
compared  to  $2.15  billion  in  1975. 
Signal's    three    largest   units,  Mack 
Trucks,  Inc.,  The  Garrett  Corporation, 
and  UOP  Inc.   (50.5%  owned),  while  operating  in  three  dif- 
ferent industries  and  markets,  demonstrated  improved  perfor- 
mance in  1976. 


145 


Sealed  Power 
Corporation 


Record  sales  .  .  .  record  earnings  .  . 
record  dividend  payout.  That  was  part 
of  the  Sealed  Power  story  in  1976  as 
the  diversified  manufacturer  of  piston 
rings  and  related  engine  parts  had  the 
most  successful  year  in  its  history.  Net 
income  was  up  42%  on  a  sales  gain  of 
29%  and  the  dividend  was  increased 
for  the  fifth  consecutive  year.  Sealed 
Power's  Annual  Report  points  out  the 
ing  importance  to  the  company  of  the  automotive  replace- 
:  market,  which  accounted  for  46%  of  1976  sales  volume. 
E  symbol:  SPW. 
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Skaggs  Companies, 
Inc. 

Steady  growth  in  sales  and  earnings. 


1976 
1975 
1974 
1973 
1972 


Sales 
782,444 
625,688 
498,677 
412,324 
357,419 


Net  Income 
17,019 
13,231 
10,008 
7,202 
4,582 


Skaggs  ranks  among  the  largest  drug 
chains   in   the    country.  Self-service 
stores  sell  a  wide  variety  of  general 
merchandise,  including  prescriptions,  groceries  and  personal  care 
items.  Today,  218  Skaggs  Drug  Centers  serve  people  in  20  states 
as  far  East  as  St.  Louis,  West  to  Seattle,  and  South  to  Texas. 
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Sheller-Globe 
Corporation 


Record  sales  (over  $480,000,000). 
earnings,  and  EPS  marked  fiscal 
1976.  Sheller-Globe  is  a  leading  sup- 
plier of  original  components  to  the 
automotive  manufacturing  industry, 
with  advanced  technology  in  plated 
plastics,  paintable  elastommers,  light 
metals,  and  other  new  materials  de- 
signed to  reduce  vehicle  weight. 
Company  is  diversified  in  special  pur- 
vehicles,  and  in  office  products,  instrumentation,  and  other 
lutomotive  product/market  areas.  NYSE  symbol:  SHG. 
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Southern  Airways,  Inc. 

Southern  Airways,  Inc.  has  reported 
its  fifth  consecutive  year  of  profitabil- 
ity, produced  by  record  revenues, 
new  highs  in  passenger  boardings,  and 
increased  service  on  the  airline's  14- 
state  domestic  route  system.  An- 
nounced in  the  1976  Annual  Report 
are  plans  to  offer  new  jet-powered 
flights  to  small  and  intermediate  cit- 
ies, linking  these  with  Southern's 
DC9  jetliner  flights  throughout,  from 
and  to  the  Southeast. 
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Sierra  Research 
Corporation 


Sierra  Research  Corporation  is  engaged 
in  the  data  communications  field 
specializing  in  the  design,  manufac- 
ture and  distribution  of  computer/ 
logic-controlled  electronic  systems. 
Such  systems  include  special  purpose 
radars,  air  navigation  systems,  data 
links  and  factory  data  collection  sys- 
tems. 1976  sales  of  $16,994,000  and 
earnings  of  $736,000,  represent  a 
year  average  annual  growth  rate  of  19%  and  17%,  respec- 
r.  NASDAQ-SERE. 
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Southern  Pacific 
Company 

Southern  Pacific  is  a  holding  compa- 
ny. Its  transportation  subsidiaries  in- 
clude a  12-state  railroad  system  serv- 
ing the  West  and  Southwest  which 
is  one  of  the  nation's  largest  in  terms 
of  both  route  miles  and  revenue,  as 
well  as  extensive  trucking,  pipeline 
and  intermodal  services.  Non-trans- 
portation activities  consist  of  land  de- 
velopment, leasing,  computer  and 
consulting  services,  and  a  nationwide  specialized  communications 
network  providing  private-line  customer  service.  Southern  Pa- 
cific's operating  revenues  in  1976  were  $1.8  billion,  net  income 
was  $109.5  million,  or  $4.10  per  share,  and  a  dividend  of  $2.24 
per  share  was  paid  to  stockholders.  148 
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aparion  corporation 

NYSE-SPA 
1976  Sales-$62,787,147  (up  3.3?). 
Leader  in  70%  of  its  business. 
Energy— Successful   oil   and   gas  ex- 
ploration.   Hidden  asset-management 
estimates  oil  properties  worth  twice 
book    value.    Electronics— Leader  in 
sonobuoys     ( expendable,  electronic 
ASW  devices). 
Automotive— Leader    in    OEM  horn 
mfg.;  OEM  stampings /assemblies. 
Automation— Leader     in  automated 
tire  mounting/inflating  systems.  Fiscal  '76  ( per  share ) :  net  in- 
come-$1.70;  working  capital-$8.95  (up  21%);  Equity-$14.08 
(up  11.4%);  Annual  Dividend  Rate— 40<*  per  share.  Dividends 
continuous  since  1963  (paid  quarterly).  No  long  term  debt.  Spar- 
ton  Corporation,  2400  East  Ganson  St.,  Jackson,  Mich.  49202. 
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Sullair 

1976 


aunair  corporation 

Sullair's  annual  report  highlig, 
personnel  that  have  taken  it  fi 
inception  in  1965  to  a  $65 
company  in  1976.  The  report 
the  reasons  this  growth  has  oi 
and  why  the  company  should  c< 
to  grow.  Sullair  is  a  leading  pr 
of  rotary  screw  air  compl 
XASDAQ  Symbol-SULL 


Standard  Brands 
Incorporated 

The  business  of  Standard  Brands  is 
based  on  a  125-year-old  tradition  as  a 
supplier  of  high-quality  food  products 
to  the  world.  Today,  Standard  Brands 
is  a  highly-diversified,  international 
company  offering  consumers  many  of 
the  leading  brands  in  margarine, 
yeast,  nut  products,  desserts,  confec- 
tionery products  and  wines  and  spirits, 
as  well  as  being  a  major  supplier  of 
food  ingredients. 
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Telefile  Computer 
Corporation 

A  pioneer  in  the  burgeoning  COJ 
enhancement  industry,  Telefile 
plies   advanced   technology  m< 
disk  storage  systems,  and  other  p 
erals    to    upgrade  computers- 
beyond  previous   design  limits 
five  years  in  a  row,  Telefile  has 
at  an  average  annual  rate  of  o\ 
percent.  Fiscal  year  1976  was  ai 
record  breaker.   Total  revenue 
$5,952,676      and  earnings 
$736,617.  NASDAQ  symbol:  TFIL. 


Sta-Rite  *<Tli 

Annual  Report  Jjg!£ 
1976 «  w" 


Sta-Rite  Industries, 
Inc. 


Sta-Rite  is  a  diversified  manufacturer 
of  pumps,  pumping  systems,  filtration 
equipment  and  fluid  power  systems 
serving  six  major  markets;  private 
water  systems,  swimming  pools,  fluid 
power,  heating,  water  treatment  and 
international.  Sales  in  1976-$92.5 
million;  net  earnings— $3.6  million; 
earnings  per  share— $1.81  compared 
with  54(t  in  1975.  33  years  of  con- 
secutive quarterly  dividends.  Current  rate  annualized— 70<'-  per 
share.  NASDAQ  Symbol:  SRTE 
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Tenneco  Inc. 

All  eight  of  Tenneco's  major 
nesses  increased  their  revenues 
earnings  in  1976.  As  a  result, 
revenues  increased  from  $5.6  I 
in  1975  to  $6.4  billion  in  1976 
income  rose  from  $343  millic 
1Q7jR  $384  million.  Fully  diluted  eai 

•vf  w  per  common  share  went  from 

to   $3.92.    Tenneco's  common 
dividend    was    increased  agaii 
$1.88  per  share  annually.  And 
continued  major  capital  expendi 
Tenneco's  businesses  are  positioned  to  continue  their  perforn 


Steelmet,  Inc. 

Steelmet,  Inc.,  a  leader  in  the  na- 
tion's dynamic  recycling  industry,  ac- 
complished the  following  during  the 
past  year  .  .  . 

•  Completed  the  $9  million  acquisi- 
tion of  another  recycler. 

•  Dedicated  a  $5  million  stainless 
steel  and  nickel  alloys  recycling  plant 
—the  most  modern  in  the  industry. 

•  Expanded  to  the  West  Coast. 

•  Initiated  one  new  automobile  shred- 
ding operation  and  purchased  the  re- 
maining 50  per  cent  interest  in  another. 


Texasgulf  Inc. 

Texasgulf,  a  diversified  natura 
sources  company,  is  one  of  the  w 
largest  producers  of  zinc,  silver 
phur  and  agricultural  material; 
eluding  phosphatic  products  and 
ash.  The  company  is  a  significant 
ducer  of  copper,  lead,  cadmiun 
soda  ash.  It  is  also  involved  ii 
production  of  oil,  gas,  tin,  iron  or 
forest  and  farm  products.  To  div 
further,  Texasgulf  is  continuing  v 
wide  exploration  activities. 
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Textron  Inc. 

Textron's  sales  and  earnings  reached 
new  high  levels  in  1976,  and  further 
gains  are  expected  in  1977.  Net  in- 
come increased  26%  in  1976,  with  23 
Divisions  reporting  earnings  improve- 
ments. As  of  April  1,  Textron's  quar- 
terly dividend  has  been  increased 
from  an  annual  rate  of  $1.20  to  $1.40, 
the  13th  increase  in  15  years. 
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Tyler  Corporation 

A  31%  gain  in  fully  diluted  earn- 
ings per  share  to  $3.12  for  1976 
capped  a  five-year  compound  growth 
rate  of  26%.  Tyler  Corporation 
(NYSE)  realized  a  19.8%  return  on 
shareholders'  equity,  the  sixth  succes- 
sive year  in  which  return  exceeded 
15%.  Tyler  provides  industrial  cus- 
tomers with  construction  materials, 
commercial  explosives  and  specialized 
trucking  services.  Initiated  at  $.10  in 
1973,  the  annual  dividend  rate  is  now 
$.60  per  share. 
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Tidewater  Marine 
Service,  Inc. 


A  worldwide  oil  service  company. 
Tidewater  owns  and  operates  a  385 
vessel  fleet  of  offshore  service  vessels, 
the  largest  in  the  world.  In  three 
years,  the  total  assets  of  the  Company 
have  increased  100%  to  more  than 
$250  million.  Expanding  interests  in 
oil  and  gas  production  and  diversified 
in  natural  gas  and  air  compression 
services  and  insurance.  Revenues  for 
;  9  months  ended  December  31,  1976  exceeded  $110  million, 
unpany  has  achieved  a  22.9%  average  return  on  shareholders' 
uity  over  the  last  five  years.  Change  in  name  from  Tidewater 
irine  Service,  Inc.  to  Tidewater,  Inc.  has  been  proposed. 
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UGI  Corporation 

1976  earnings  per  share  up  24%.  Reve- 
nues increased  26%.  Common  dividend 
increased  to  $1.40  per  share  in  1976, 
UGI's  92nd  consecutive  year  of  cash 
dividends.  A  diversified  gas/electric 
utility;  subsidiaries  engaged  in  oil/ 
natural  gas  exploration  and  develop- 
ment in  Pa.,  marketing  LP-gas/indus- 
trial  gases  in  11  eastern  states,  and 
modular  housing. 
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The  Toledo 
Edison  Company 

This  report  puts  the  energy  picture  in- 
to perspective  and  outlines  how  Tole- 
do Edison  will  contribute  to  the  na- 
tion's energy  development.  And  the 
future  is  electric.  Electricity  now  sup- 
plies 25%  of  our  nation's  energy,  and 
is  expected  to  supply  40%  by  1990. 
and  75%  by  2050. 
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Unarco  Industries,  Inc. 

Growth  in  sales  and  earnings  are  pro- 
jected for  1977  following  the  1976 
sales  increase  of  23.8%  to  $164.6  mil- 
lion and  net  income  increase  of  19.5% 
to  $6.6  million.  Net  income  per  share 
increased  in  1976  to  $2.08  from  $1.75 
in  1975.  Unarco  Industries,  UNR  on 
the  NYSE,  is  a  nine-division  diversi- 
fied manufacturer  of  steel  products. 
Its  divisions  use  more  than  300,000 
tons  of  steel  per  year  in  the  produc- 
tion of  a  full  range  of  welded  steel 
tubing,  supermarket  equipment,  residential  sinks,  commercial 
storage  racks,  communications  towers,  exterior  safety  lights  and 
railroad  equipment. 
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Transco  Companies, 
Inc. 

Transco  reported  record  revenues  and 
net  income  for  1976.  The  company 
supplies  and  transports  energy,  pri- 
marily natural  gas.  Substantial  new 
financing  was  completed,  pipeline  re- 
serves increased,  significant  discoveries 
of  oil  and  gas  were  made,  construc- 
tion begun  on  offshore  pipelines  to 
connect  new  gas,  and  the  common 
stock  dividend  was  raised. 
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Union  Electric  Co. 

Union  Electric  and  its  utility  subsid- 
iaries, Missouri  Power  &  Light  Co., 
Missouri  Edison  Co.  and  Missouri 
Utilities  Co.,  are  primarily  engaged 
in  supplying  electric  service  for  more 
than  2M  million  people  in  the  strate- 
gic center  of  America— a  24,000 
square  mile  area  in  Missouri,  Illinois 
and  Iowa  along  the  Mississippi  and 
Missouri  Rivers,  including  the  Met- 
ropolitan St.  Louis  area.  Union  Elec- 
trics generation  mix  of  fuel  in  1976 
was  95%  coal,  4%  hydro  and  1%  oil. 
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One  of  the  world's  largest  licensees 
^  •    Holiday  Inns.  Owns,  operates  36  Hol- 

tfiHABAkili   iday  Inns>  17  Mr  Pridt'  Car  Wasnes- 

Gaines  Furniture  Mfg.  Co.  1976  rev- 
enue was  $84,011,376  up  11.7%  over 
1975.  Net  income  was  $3,700,808  or 
91  cents  per  share  up  33.4%.  Rooms 
in  operation  at  end  of  fiscal  1976, 
8,178.  Presently  8,278,  with  110  rooms 
now  under  construction.  First  quar- 
ter 1977  revenues  of  $19,901,120  up 
5.1%  over  1976.  Net  income  was 
$648,612  a  rise  of  100%  over  the  first  quarter  of  1976.  Cur- 
rently paying  3.5  cents  quarterly  dividend.  NYSE  Stock  Sym- 
bol UI. 
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lion  or  $1.00  pei 


Varlen— one  of  the  largest  OEM 
ufacturers   of  custom  tubular 
ucts;  the  most  comprehensive  dom 
producer  of  loose  leaf  metal  as 
blies  for  the  bindery  industry;  a  i 
ufacturer  of  special  agriculture  sj 
steel  products,  rail  anchors;  rebuil 
reconditioner  of  major  parts  of  h 
duty   diesel   engines;    and  mam 
turer  and  constructor  of  large 
storage  tanks.  Sales  for  1976 
$47.5  million,  earnings  were  $2.9 
share,  up  79%  over  the  previous  year. 


] 


United  Technologies 
Corp. 

Earnings  and  sales  were  the  best  in 
history  for  this  multi-market  designer 
and  builder  of  high-technology  prod- 
ucts. Earnings  have  climbed  211%  to 
$157  million  in  the  last  five  years. 
Sales  have  grown  155%  to  $5.2  billion. 
Year-end  backlog  was  $4.9  billion. 
The  R&D  Investment  in  1976  was 
a  record  $358  million,  with  R&D 
spending  projected  at  $2  billion  over 
the  next  five  years. 
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Vishay 
Intertechnology,  Inc. 

Vishay  has  achieved  compounded 
erage  annual  growth  rates  of  42 
net  earnings  and  25%  in  sales  for 
past  five  years,  with  an  average 
return  on  equity.  A  high  techno 
company  with  markets  throughout 
world,  Vishay  has  pioneered  in 
science  of  experimental  stress  ana 
and  has  also  developed  a  familj 
precision  resistive  products  with 
excelled  stability. 


share,  up 


Universal  Instruments 
Corporation 

A   leading   company   in   the  design 
and    manufacture    of    machines  for 
processing,  packaging  and  the  auto- 
matic insertion  of  electronic  compo- 
nents into  printed  circuit  boards.  In 
addition,  Universal  performs  contract 
fijj      assembly  services  utilizing  such  equip- 
JJT\     ment.   1976  sales  were  $26,323,000, 
up  38%  from  the  prior  year  and  earn- 
mmm    ings  were  $2,360,000,  or  $1.53  per 
from  1975.  Traded  OTC,  Symbol  UNIN. 
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Voplex  Corporation 

Sales  and  earnings  for  the  Roc 
ter-based  manufacturer  reached 
ord  highs  for  1976.  Sales  jumpec 
$21,082,326  ...  up  59%  from  1$ 
Net  earnings  soared  to  $1,646,06C 
$3.18  per  share.  Voplex  manufactt 
highly    engineered    quality  pla 
products  and  coatings  serving  a 
riety  of  industries.  Company  is 
ed  on  American  Stock  Exchange  S' 
bol:  VOT. 


The  Upjohn  Company 

Worldwide  sales  in  1976  rose  15  per- 
cent to  a  record  $1,025,536,000  for 
this  research-based  producer  of 
pharmaceuticals,  chemicals  and  agri- 
cultural specialty  products.  This 
marked  the  first  billion-dollar  sales 
year  in  the  company's  90-year  his- 
tory. Earnings  for  the  year  were 
$77,579,000,  or  $2.62  per  share,  also 
a  record.  U.S.  and  international  sales 
rose  17  percent  and  12  percent,  re- 
spectively. Record  1976  expenditures 
of  $92,565,000  for  research  and  development,  an  increase  of 
18  percent,  will  be  increased  further  to  more  than  $100,000,000 
in  1977.  Listed  NYSE  (symbol  UPJ).  Continuous  dividends 
since  1910. 
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Guideposts  to  the  future 

To  a  large  extent,  any  company  seeking 
interest  prospective  investors  has  to  star 
on  past  performance.  Annual  reports  are  re 
ords  of  this  performance.  If  you  are  lookir 
for  a  source  of  future  earnings,  look  inl 
these  reports. 
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Wehr  Corporation 

1976  earnings  of  $3.06  per  share  rep- 
resent 6.0%  of  Wehr's  $46,000,000 
sales  volume.  The  report  displays  sales 
charts  and  reviews  operations  for  the 
Company's  three  groups:  Environ- 
mental Products  ( air  conditioning  dis- 
tribution equipment,  filters,  pollution 
instruments),  Industrial  Equipment 
and  Casteel  Products.  Wehr  has  com- 
pleted a  35%  expansion  of  its  steel 
foundry  to  supply  mining  equipment 
makers'  demand  for  capacity  in  their 
energy  related  business. 
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WYL£  LABORATORIES 

1977  ANNUAL  REPORT 


Sales 

Net  Income 

Net  Income  Per  Share 

Dividends  Per  Share 


Wyle  Laboratories 

Record  results  were  achieved,  and 
the  company  further  enhanced  its 
strong  financial  position.  In  four  years 
sales  rose  58%,  and  per  share  earnings 
before  extraordinary  items  more  than 
quadrupled.  Operations  include  elec- 
tronic components  distribution,  indus- 
trial manufacturing,  transportation  and 
scientific  services  and  systems. 

1/31/77  1/31/76  %  Change 

$146,300,000  $120,100,000  +22 

3,710,000  2,003,000  +85 

1.11  .62  +79 

.28  .24  +17 
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Wheelabrator-Frye 


Inc. 

WFI  showed  a  25%  increase  in  net  in- 
come in  1976  vs.  1975  ($18,262,000/ 
$14,562,000).  A  Fortune  500  manu- 
facturing company,  owned  by  more 
than  60,000  shareholders,  we  employ 
approximately  11,000  people  world- 
wide. We  are  a  strongly  unified  com- 
pany with  growth  of  more  than  20% 
per  year  in  two  fields:  manufacturing 
of  environmental  and  energy  systems 
the  production  of  chemicals  and  other  products  for  the 
)hics  industry. 


173 


Xonics,  Inc. 


(ASE,  PSE,  PBWSE) 
Xonics  Electron  Radiographic 
(XERG)  X-ray  systems  for  the  early 
detection  of  breast  disease  are  sched- 
uled for  installation  in  clinics  and  hos- 
pitals this  year.  They  produce  X-ray 
images  at  seven  times  less  radiation 
dosage  than  conventional  units.  Xonics 
also  produces  conventional  medical 
and  industrial  X-ray  equipment,  pol- 
lution monitoring  systems,  telecom- 
munications systems  and  industrial 
laser  systems  through  six  divisions  and 
eight  subsidiaries. 
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White  Consolidated 
Industries,  Inc. 


White  Consolidated  Industries,  Inc. 
reported  record  sales,  net  income  and 
net  income  per  common  share  for 
1976.  Sales  totaled  $1,248,060,000 
vs.  $1,229,852,000  in  1975.  Net  in- 
come was  $51,537,000,  or  $4.11  per 
share,  compared  with  $46,878,000,  or 
$3.72  per  share,  in  the  prior  year.  The 
1976  annual  report  features  WCI's 
expanded  senior  management  team 
describes  their  new  areas  of  responsibility  and  long  term 
Kground  of  experience  with  the  company. 
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Chesebrough-Pond's 
Inc. 

Reaching  each  generation  with  an 
ever  broader  range  of  quality  goods 
at  reasonable  prices  is  a  Chesebrough- 
Pond's  tradition.  This  dedication  to 
the  needs  of  our  primary  consumer— 
the  family  unit— has  produced  21  con- 
secutive years  of  record  operating  re- 
sults, with  1976  sales  up  10.7  per  cent 
and  earnings  ahead  13  per  cent. 
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Witco  Chemical 
Corporation 

Witco,  a  producer  of  special  purpose 
chemical  and  petroleum  products,  had 
record  sales  in  1976  of  $566-million 
and  earnings  of  $23.1-million,  or 
$4.10  per  share.  The  Company  has  an 
unbroken  record  of  paying  dividends 
and  has  increased  the  annual  dividend 
paid  in  15  of  18  years  since  becoming 
publicly  owned  in  1958.  Witco  stock 
is  traded  on  the  New  York  Stock  Ex- 
change, ticker  symbol  WIT. 
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Where  big  investors  congregate 

The  corporate  stockholdings  of  the  average 
FORBES  subscriber  is  $232,000.  People  with 
portfolios  of  that  size  are  getting  something 
out  of  FORBES  that  they  get  nowhere  else.  A 
request  for  several  of  these  annual  reports 
could  be  helpful  to  you,  if  you'd  like  to  number 
yourself  among  these  affluent  readers. 
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These  Advertisers  Are  Offering  You  Their 
Annual  Reports  Without  Cost 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page  the  number 
of  each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1.  AMP  Incorporated 

2.  ARA  Services,  Inc. 

3.  A.V.C.  Corporation 

4.  Aetna  Life  &  Casualty 

5.  Alcan 

6.  Alco  Standard 

7.  Allis-Chalmers  Corporation 

8.  Ambac  Industries  Inc. 

9.  American  Business  Products,  Inc. 

10.  Analog  Devices,  Inc. 

11.  Argonaut  Energy  Corporation 

12.  Arkansas  Best  Corp. 

13.  Ashland  Oil,  Inc. 

14.  BBDO  International,  Inc. 

15.  Baldor  Electric  Company 

16.  BankAmerica  Corporation 

17.  Barnes  Group  Inc. 

18.  Beech  Aircraft  Corp. 

19.  Beverage  Management,  Inc. 

20.  Billings  Energy  Corporation 

21.  Brunswick  Corporation 

22.  CLCof  America,  Inc. 

23.  CTS  Corporation 

24.  The  Carborundum  Company 

25.  Carrier  Corporation 

26.  Carson  Pirie  Scott  &  Co. 

27.  Castle  &  Cooke,  Inc. 

28.  Cessna  Aircraft  Company 

29.  Clark  Equipment  Company 

30.  Clark  Oil  &  Refining  Corp. 

31.  Coleco  Industries,  Inc. 

32.  Colt  Industries 

33.  The  Columbia  Gas  System,  Inc. 

34.  Commercial  Alliance  Corporation 

35.  Commercial  Metals  Company 

36.  Community  Psychiatric  Centers 

37.  Computer  Sciences  Corporation 

38.  Comtech  Laboratories  Inc. 

39.  Consolidated  Freightways,  Inc. 

40.  Consolidated  Natural  Gas  Company 

41.  The  Continental  Corporation 

42.  Crum  &  Forster  Insurance  Companies 

43.  Dayco  Corporation 

44.  Dennison  Manufacturing  Company 

45.  Discount  Fabrics,  Inc. 

46.  The  Diversey  Corporation 

47.  Doyle  Dane  Bernbach  Inc. 

48.  Easco  Corporation 

49.  Eaton  Corporation 

50.  Evans  Products  Company 

51.  Falcon  Seaboard  Inc. 

52.  Financial  General  Bankshares,  Inc. 

53.  First  Colony  Life  Insurance  Company 

54.  First  Virginia  Bankshares  Corp. 

55.  Fisher  Foods,  Inc. 

56.  Franklin  Mint  Corporation 

57.  Fruehauf  Corporation 

58.  HB  Fuller  Company 

59.  Gable  Industries,  Inc. 

60.  Gannett  Co.,  Inc. 


61.  Gearhart-Owen  Industries,  Inc. 

62.  General  Cable  Corporation 

63.  General  Public  Utilities  Corp. 

64.  General  Telephone  &  Electronics 

65.  Globe  Industries,  Inc. 

66.  W.  R.  Grace  &  Co. 

67.  Great  Northern  Nekoosa  Corp. 

68.  Grow  Chemical  Corp. 

69.  HON  Industries  Inc. 

70.  Harsco  Corporation 

71.  Hexcel  Corporation 

72.  Houdaille  Industries,  Inc. 

73.  IU  International 

74.  Insilco  Corporation 

75.  Interfinancial  Inc. 

76.  Inter  lake,  Inc. 

77.  International  Bank 

78.  International  Funeral  Services,  Inc. 

79.  International  General  Industries 

80.  Iowa  Electric  Light  and  Power  Co. 

81.  Iowa  Power  and  Light  Company 

82.  Fred.  S.  James  &  Co.,  Inc. 

83.  Jefferson-Pilot  Corporation 

84.  KDI  Corporation 

85.  Kay  Corporation 

86.  Kewanee  Industries,  Inc. 

87.  Keystone  International,  Inc. 

88.  Knight-Ridder  Newspapers,  Inc. 

89.  Koppers  Company,  Inc. 

90.  Lawson  Products,  Inc. 

91.  Lenox,  Incorporated 

92.  The  Limited  Stores 

93.  Lincoln  National  Corporation 

94.  Long  Island  Lighting  Company 

95.  Lowe's  Companies,  Inc. 

96.  McDonough  Co. 

97.  Marion  Corporation 

98.  Martin  Processing,  Inc. 

99.  Masco  Corporation 

100.  Oscar  Mayer  &  Co.,  Inc. 

101.  Medenco  Inc. 

102.  Media  General,  Inc. 

103.  Michigan  General  Corporation 

104.  Midland-Ross 

105.  Minnesota  Power  &  Light  Company 

106.  Missouri  Pacific  Corporation 

107.  Mohasco  Corporation 

108.  Morrison-Knudsen  Co.,  Inc. 

109.  The  L.E.  Myers  Co. 

110.  NL  Industries,  Inc. 

111.  National  Distillers  &  Chemical  Corp. 

112.  Niagara  Share  Corporation 

113.  NICORInc. 

114.  Northern  Natural  Gas  Company 

115.  Oakite  Products,  Inc. 

116.  Ogilvy  &  Mather  International  Inc. 

117.  Olin  Corporation 

118.  Olinkraft,  Inc. 

119.  Otter  Tail  Power  Company 


120.  Pacific  Northwest  Bell 

121.  Pacific  Power  &  Light  Company 

122.  Parker  Hannifin  Corporation 

123.  Peavey  Company 

124.  Pennsylvania  Power  &  Light  Co. 

125.  Peoples  Gas  Company 

126.  Perry  Drug  Stores,  Inc. 

127.  Philadelphia  Electric  Company 

128.  Pope  &  Talbot,  Inc. 

129.  Potlatch  Corporation 

130.  Proler  International  Corp. 

131.  Puget  Sound  Power  &  Light  Co. 

132.  Raymond  International  Inc. 

133.  Reichhold  Chemicals,  Inc. 

134.  Reliable  Stores  Corporation 

135.  Resistoflex  Corporation 

136.  Richardson-Merrell  Inc. 

137.  Risdon 

138.  Russell  Corporation 

139.  Salem  Corporation 

140.  Saxon  Industries,  Inc. 

141.  Scholl,  Inc. 

142.  Sealed  Power  Corporation 

143.  Sheller-Globe  Corporation 

144.  Sierra  Research  Corporation 

145.  The  Signal  Companies,  Inc. 

146.  Skaggs  Companies,  Inc. 

147.  Southern  Airways,  Inc. 

148.  Southern  Pacific  Company 

149.  Sparton  Corporation 

150.  Standard  Brands  Incorporated 

151.  Sta-Rite  Industries,  Inc. 

152.  Steelmet,  Inc. 

153.  Sullair  Corporation 

154.  Telefile  Computer  Corporation 

155.  Tenneco  Inc. 

156.  Texasgulf  Inc. 

157.  Textron  Inc. 

158.  Tidewater  Marine  Service,  Inc. 

159.  The  Toledo  Edison  Company 

160.  Transco  Companies,  Inc. 

161.  Tyler  Corporation 

162.  UGI  Corporation 

163.  Unarco  Industries,  Inc. 

164.  Union  Electric  Co. 

165.  United  Inns,  Inc. 

166.  United  Technologies  Corp. 

167.  Universal  Instruments  Corporation 

168.  The  Upjohn  Company 

169.  Varlen  Corporation 

170.  Vishay  Intertechnology,  Inc. 

171.  Voplex  Corporation 

172.  Wehr  Corporation 

173.  Wheelabrator-Frye  Inc. 

174.  White  Consolidated  Industries,  Inc. 

175.  Witco  Chemical  Corporation 

176.  Wyle  Laboratories 

177.  Xonics,  Inc. 

178.  Chesebrough-Pond's  Inc. 
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We  paused  occa- 
ionally  to  let  th 


guerrillas  wol( 
down  some 
strips  of 
camel  meat 
garnished  with  dive- 
bombing  fliesT  time 


"We  crossed  the  Algerian  border 

without  incident.  'Passaporto,' 
joked  one  guerrilla  in  desert  Span- 
ish, stroking  his  Kalashnikov  rifle'' 


David  Beckwith,  Cairo  Coi respondent 


e  have  become  so  inured  to  reports  of 
ar  and  destruction  that  another  guerrilla 
:tion— say,  the  one  in  the  Spanish 
ihara— leaves  us  as  unmoved  as  would  a 
ittle  of  ants  in  a  sandpile. 
TIME  Magazine  rescues  us  from  our 
vn  indifference  by  sending  correspond- 
lts  to  share  for  a  while  lives  we  can 
irdly  imagine. 

Case  in  point:  David  Beckwith's  recent 
st-hand  report  on  two  weeks  spent  with 
e  Frente  Polisario.  Suddenly,  instead  of  a 


meaningless  big  picture,  we  meet  gun- 
toting  shopkeepers  coaxing  a  geriatric 
Land  Rover  across  the  desert,  cracking 
jokes,  brewing  tea,  slapping  each  other  on 
the  back  to  celebrate  survival. 

A  temporary  but  total  plunge  into  a 
remote  corner  of  the  human  condition. 
The  sort  of  thing  that  has  earned  for  TIME 
more  awards  for  editorial  excellence  than 
any  other  magazine. 

TIME,  The  Weekly  Newsmagazine. 


SUN  COMPANY/H.  ROBERT  SHARBAUGH 
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"SUN  COMPANY.  IN  1976,  PAID 
THE  LARGEST  CASH  DIVIDEND 
IN  OUR  HISTORY" 


A  little  over  a  year  ago,  Sun  took  a  close 
look  at  its  dividend  policy  and  decided  it  was 
time  for  a  change.  Simply,  we  wanted  to  give  our 
common  stockholders  a  larger  portion  of  our 
sustainable  income  base.  In  cash.  No  longer 
would  a  routine  year-end  stock  dividend  be 
declared,  as  had  been  done  in  the  past.  Our  old 
dividend  policy  simply  would  not  have  provided 
a  competitive  payout  with  Sun's  higher  level 
of  earnings. 

$107  MILLION  TOTAL 
CASH  DIVIDENDS  PAID  IN  1076 

We  realized  that  current  yield  had  become 
increasingly  important  in  the  market's  evaluation 
of  common  stock.  In  addition,  we  were  aware 
that  there  was  more  competition  for  stock 
investments  posed  by  the  relatively  high  returns 
available  in  bonds  and  other  fixed-income 
securities.  We  therefore  doubled  our  common 
dividend,  in  a  two-step  program.  In  the  year  just 
completed,  Sun's  earnings  of  $356  million  were  up 
62%  over  1975.  That's  why,  in  1976,  we  were  able 
to  pay  out  a  record-breaking  $107  million  in 
total  cash  dividends. 


14  SEPARATE  COMPANIES  IN  PLACE  OF  1 

Sun  has  changed  more  than  its  dividend 
policy.  In  fact,  Sun  Oil  Company  no  longer  exists. 
We  have  become  Sun  Company.  We  are  now  14 
separate  companies  operating  on  an  independently 
viewed  business  basis.  This  change  is  due  not  to 

any  near-term  crisis 
but  to  far-off 
eventualities.  We 
believe  we  still 
have  a  couple  of 
decades  of  good 
healthy  operation 
in  the  oil  business. 
In  fact,  we  have 
earmarked  $500  million  in  1977  to  be  invested  in 
energy  development— $400  million  of  it  in  oil  and 
gas  exploration  and  production,  and  $100  million 
in  non-petroleum  energy  development.  For  the 
long  term,  Sun  has  made  a  different  kind  of 
commitment.  We  have  moved  to  set  up  separate 
and  distinct  organizations,  each  capable  of 
developing  into  a  free-standing  company.  Sun, 
indeed,  is  a  new  company. 

SUN  COMPANY 

Radnor,  Pennsylvania 


Forbes 


Money  And  Investments 


The  Economy 


How  Inflationary 

Was  The  Steel  Settlement? 


BThe  recent  steel  wage  settlement  has  many  forecasters 
pi  a  tizzy.  They  complain  that  it  is  so  generous  and  steel 
:o  central  to  the  economy  that  it  will  virtually  guarantee 
ji  continuation  of  inflation  over  its  three-year  life.  But 
this  is  circular  reasoning.  The  raises  provided  for  in 
[he  settlement  depend  themselves  on  inflation:  If  infla- 
ion  slows  down,  so  will  the  wage  increases.  The  biggest 
>art  of  the  settlement  involves  a  very  large  cost-of-living 
)rovision  that  varies  with  the  rate  of  inflation  over 
he  life  of  the  contract. 

If  Forbes  is  correct  and  inflation  is  continuing  to  mod- 
:rate,  the  steelworkers  won't  get  the  full  10%  annual  in- 
creases being  thrown  about;  at  4%  inflation  they  will  get 
ust  over  7%— and  remember  that  about  3%  a  year  in  any 
.vage  increase  ought  to  be  and,  probably  will  be,  offset 
}y  improvements  in  productivity. 

Cost-of-living  provisions  aside,  the  steel  contract  calls 
or  a  direct  increase  in  wages  of  5%  in  the  first  year, 
2.4%  in  the  second  and  2.3%  in  the  third.  That  is  just  10% 
)ver  the  three  years— only  slighdy  more  than  the  presumed 
gain  in  productivity.  This  is  inflationary? 

There  are,  of  course,  other  factors  in  the  contract— 
k  skill  adjustment  and  a  first-year  bonus  of  $150— but  they 
idd  relatively  little  to  the  total  package. 

Still— don't  recent  price  movements  suggest  that  infla- 
tion is  heating  up  again?  We  don't  think  so.  There  is 
good  reason  to  think  that  the  worst  has  been  seen  in  the 
upward  part  of  the  cycle  for  this  year.  In  recent  years, 
[here  seem  to  have  been  price  bulges  in  spring  or  sum- 
tier  for  foods  and  for  industrial  products,  followed  by 
downward  changes  as  forecasts  of  potential  shortages  fail 
:o  materialize.  Adverse  winter  weather,  which  has  been 
ased  to  justify  higher  farm  product  prices,  passes  with 


the  season,  bringing  the  prospect  again  of  big  crops.  Cor- 
porations that  have  tried  to  raise  prices  have  had  trouble 
making  them  stick. 

In  all  of  these  cases,  the  law  of  supply  and  demand 
should  sooner  or  later  return  to  dominate  price  movements. 
As  this  column  is  being  written,  there  is  early  evidence 
that  the  severe  food  price  increases  of  January-March  are 
beginning  to  ease.  The  Bureau  of  Labor  Statistics  index 
of  market  prices  for  foodstuffs  remains  close  to  the  mid- 
March  level.  The  index  of  spot  prices  for  industrial  raw 
materials  has  been  on  a  flat  trend  since  the  end  of  February. 

Futures  prices,  as  measured  by  the  Dow  Jones  index 
of  futures,  peaked  out  in  mid-March,  as  did  the  Dow 
Jones  spot  price  index.  Were  it  not  for  soybeans  shooting 
up  to  $10  a  bushel  from  less  than  $5  (because  Brazil 
says  its  crop  has  been  damaged— where  have  we  heard 
that  before?),  the  foods  average  could  be  lower. 

The  winter  was  harsh.  Some  vegetable  crops  were 
damaged,  as  were  some  of  the  grain  crops.  But  beef  prices 
are  lower  than  just  about  anyone  forecast  several  months 
ago,  hog  prices  are  down  and  the  grains  seem  to  be  on 
their  way. 

Abandonment  of  the  rebate  concept,  for  this  year  at 
least,  will  take  some  of  the  edge  off  consumer  buying. 
On  top  of  this,  the  perception  that  economic  growth  is 
slowing  down  from  the  first-quarter  pace  will  help  take 
some  of  the  edge  off  the  propensity  to  raise  prices. 

Interest  rates,  following  a  basic  downward  trend  that 
began  in  1975,  continue  to  give  less  weight  to  inflation, 
as  shown  in  the  chart  below.  Industrial  production  has 
been  rising  steadily  during  the  period,  but  there  has  been 
no  problem  of  financing  the  recovery. 

Inflation,  where  is  thy  sting?  ■ 
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Help  From  An 
Unexpected  Quarter 

By  Ben  Weberman 

. .  The  U.S.  Treasury  will  be  in  the  rare  position 
of  having  to  decide  how  to  handle  a  cash  surplus  . . .' 


£  vents  keep  frustrating  those  sages 
who  predict  that  interest  rates  are 
bound  to  rise  in  the  face  of  a  reviving 
economy  and  a  huge  federal  deficit. 
Poor  fellows!  One  thing  these  pessi- 
mists never  seemed  to  have  thought 
about  is  that  foreign  money  might 
help  underwrite  the  deficit,  thus  re- 
lieving some  of  the  pressures  on  the 
U.S.  money  market.  But  that  is  exact- 
ly what  is  happening.  The  British,  the 
Japanese,  the  OPEC  countries  all 
have  been  heavy  purchasers  of  U.S. 
Treasury  securities  this  year. 

In  the  past  six  months,  foreign  gov- 
ernments have  acquired  $3.4  billion 
worth  of  Treasuries  through  direct 
purchase  from  the  U.S.  government. 
Another  $5.1  billion  was  supplied  to 
the  U.S.  by  foreign  governments  buy- 
ing outstanding  government  securities. 

Even  when  the  federal  deficit  for 
the  fiscal  year  ending  Sept.  30,  1977 
was  estimated  in  the  $68-billion 
range,  the  foreign  buying  would  have 
provided  substantial  relief  for  man- 
agement of  the  U.S.  debt.  And  now 
President  Carter  has  abandoned  efforts 
for  passage  of  a  $50  rebate  and  in- 
come supplement  while  federal  spend- 
ing is  lagging,  with  the  result  that  the 
Treasury  will  have  to  cover  a  deficit 
of  less  than  $50  billion.  Hardly  the 
makings  of  a  money  crunch! 

British  Billions 

The  United  Kingdom  provides  the 
biggest  surprise  to  the  market.  For  a 
variety  of  reasons  too  numerous  to  list 
here,  Britain  has  been  pulling  money 
in  at  a  frenetic  pace  since  the  start  of 
the  year— some  borrowed,  some  from 
trade  and  some  from  speculative  in- 
vestment. British  reserves,  after  touch- 
ing a  nearly  disastrous  low  of  $4.2 
billion  on  Dec.  31,  rose  to  an  alltime 


high  of  $10  billion  as  of  Mar.  31. 

The  Bank  of  England,  like  the 
Bank  of  Japan,  has  been  using  some 
of  its  wealth  to  keep  down  the  value 
of  its  own  currency.  That  means  sell- 
ing pounds— or  yen— for  dollars.  The 
transaction  depresses  the  local  cur- 
rency and  strengthens  the  dollar.  The 
object  is  to  make  certain  that  prod- 
ucts sold  for  pounds  or  yen  remain 
cheap  in  world  markets. 

The  dollars  received  in  these  trans- 
actions are  invested  in  U.S.  Treasuries 
rather  than  being  left  idle.  Oil  ex- 
porting countries,  of  course,  have 
been  generating  dollars  from  the  sale 
of  petroleum,  not  from  currency 
swaps.  But  they  have  the  same  solu- 
tion—buy U.S.  Treasuries. 

As  a  consequence  of  the  reduced 
U.S.  deficit  and  the  foreign  buying, 
the  U.S.  Treasury  will  be  in  the  rare 
position  of  having  to  decide  how  to 
handle  a  cash  surplus.  From  mid-April 
to  June  30  the  federal  government  will 
take  in  about  $3  billion  more  than  it 
has  to  pay  out.  My  information  is  that 
the  emphasis  will  be  on  using  the 
money  for  repaying  bills  on  the 
grounds  that  anticipated  declines  in 
short-term  yields  are  the  best  means 
of  influencing  interest  rates. 

What  about  the  Federal  Beserve? 
My  guess  is  that  the  Fed  will  follow 
a  relatively  stable  monetary  policy 
rather  than  tightening  up,  as  it  might 
have  done  had  the  tax  rebate  flooded 
money  into  the  economy.  Arthur  Burns 
has  made  a  lot  of  speeches  against 
the  rebate;  he  owes  something  to  Car- 
ter for  following  his  advice. 

In  the  financial  sector,  therefore, 
the  Fed  should  maintain  the  bench- 
mark federal  funds  in  the  4%%  to  4%% 
range.  Three-month  Treasury  bills, 
which  had  been  trading  at  4.6%  prior 
to  the  President's  announcement, 
should  fall  to  4.5%  or  even  4.3%  by 
mid-year  as  the  Treasury  reduces  the 
supply  of  bills.  This  would  pull  down 
the  yield  on  other  short-term  money 


market  instruments  such  as  commer- 
cial paper  and  tax-exempt  notes. 

Bond  rates  would  also  be  lowered 
as  a  consequence  of  improving  ex- 
pectations about  inflation  and  the 
spillover  effects  of  declining  short- 
term  yields.  Long-term  Treasury 
bonds,  which  carried  yields  of  7.7% 
prior  to  mid-April,  could  improve 
enough  in  price  to  bring  the  return 
down  to  7.5%  initially.  I  would  expect 
similar  declines  in  rates  of  return  for 
federal  agencies  and  corporate  bonds. 

ABig1% 

The  greatest  improvement  in  price 
is  likely  to  show  up  in  the  inter- 
mediate-term Treasury  issues.  Be- 
cently  the  two-to-seven-year  notes 
have  been  suffering  the  greatest  im- 
pact of  Treasury  borrowing.  That  ex- 
plains why  an  investor  could  get  a 
return  of  only  5.3%  on  a  one-year  bill, 
but  received  6.3%  from  the  purchase 
of  a  three-year  note.  That  1%  differ- 
ence is  unusually  wide. 

By  June,  after  the  Treasury's  policy 
has  had  time  to  take  full  effect,  I 
would  expect  the  three-year  notes  to 
sell  closer  to  a  5.5%  basis.  Of  all 
maturity  options,  a  trader  would  stand 
the  best  chance  for  profit  by  holding 
these  intermediate-term  issues. 

Beyond  mid-year,  the  Treasury  will 
have  to  come  back  to  help  finance  a 
second-half  deficit  and  it  is  likely  to 
stress  bills.  I  can  see  bills  returning  to 
the  4.6%  level  by  the  end  of  the  third 
quarter.  I  am  holding  to  my  early 
1977  forecast  that  long-term  Trea- 
suries, now  throwing  off  7.7%,  will  be 
yielding  a  little  more  or  a  little  less 
than '7.2%  on  Dec.  31.  Other  types  of 
debt  would  show  similar  declines. 

Expecting  such  a  decline  in  interest 
rates,  I  would  not  postpone  purchases 
despite  the  recent  slide  in  rates  after 
the  President's  announcement.  Bor- 
rowers, of  course,  should  find  that  the 
cost  of  credit  will  be  lower  if  they 
can  postpone  borrowing.  ■ 
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Midland-Ross 
increases  net  income 
For  fifth  consecutive  year. 


he  charts  tell  the  Midland-Ross 
irowth  story.  Net  income  from  con- 
inuing  operations  is  up  for  the  fifth 
onsecutive  year.  Shareholder 
tividends  are  up.  Net  income  as  a 
iercent  of  shareholder  equity,  up. 
Jet  sales  up  for  the  fifth  consecutive 
ear.  Our  management  pnilosophy  is 
i/orking  —  develop  leadership  posi- 
ions  and  build  on  them. 

t's  true  in  each  of  Midland-Ross's 


four  basic  businesses.  We've  become 
one  of  the  nation's  largest  suppliers 
of  steel  castings  and  we're  expand- 
ing facilities.  The  addition  of  Stein- 
Surface  in  Europe  made  our  capital 
goods  group  the  world  leader  in  high 
temperature  industrial  furnaces  and 
heat  treating  equipment.  We're  using 
our  heat  technology  to  grow  in  new, 
non-traditional  Midland-Ross  capital 
goods  markets. Ourelectrical  products 


and  mechanical  controls  groups  have 
made  strong  gains  in  market 
penetration. 

So,  we're  on  the  move  and  indicators 
point  to  another  strong  performance 
in  1977.  We've  become  an  exciting, 
profitable,  growth  company.  We 
intend  to  stay  that  way.  If  you'd  like 
to  know  more  about  us,  write: 
Midland-Ross  Corporation,  55  Public 
Square,  Cleveland,  Ohio  44113. 


GH/MD1UH 


Energy  from  the  sun. 

Man  can't  deplete  it,  nations  cai 
hoard  it,  and  no  one  can  raise  its  pric 

Even  before  there  was  an  energ 
crisis,  Grumman  developed  a  syster 
to  tap  the  sun  and  plug  its  energy  in 
America's  homes. 

Sunstream.  It  can  help  you  heat 
your  water,  your  pool,  even  your  hoi 
—and  save  you  enough  gas,  oil  or  el 


lergy  from  a  very  reliable  source. 


:ity  to  pay  for  its  relatively  low 
:ial  cost. 

In  fact,  if  only  10%  of  America's 
nes  used  Sunstream,  America  could 
re  over  400  million  gallons  of  fuel 
or  53  billion  cubic  feet  of  natural  v 
5  a  year. 

Sunstream.  The  proven  efficient, 
momical,  pollution-free  solar  heat- 
;  system.  Offering  energy  from  a 
iable  source.  Developed  with  tech- 
ogy  from  another  reliable  source. 
Limman. 

And  built  with  the  same  depend- 
lity  and  performance  we  put  into 
^ry thing  we  make. 

From  our  aerospace  systems,  like 
s  Lunar  Module  that  landed  Ameri- 
is  safely  on  the  moon  every  time, 
d  the  F-14  Tomcat  that  has  no  equal 
he  sky. 


To  our  diversity  of  products.  Like 
our  Pearson  yachts.  Our  high-perform- 
ance private  and  corporate  planes.  And 
our  new  Dormavac  storage  system  that 
extends  storage  life  of  perishable  goods 
up  to  six  times  longer  than  refrigera- 
tion techniques. 

We're  Grumman. 

We're  technology,  performance  and 
reliability. 

Grumman  Corporation,  Bethpage, 
New  York  11714. 

GRUMMAN 


The  reliable  source 


- 1  >mz<m  m 


Bowentte  Ash  Tray  mounted  with  gold  rim  and  swags  set  with  rubies.  Nephrite  Card  Holder  framed  in  red  and  green  gold  edging  stand- 
ing on  jour  bun  feet.  Nephrite  Paper  Knife  with  gold  cap  enameled  translucent  red  and  set  with  a  miniature  of  Grand  Duchess  Marie, 
sister  of  Czar  Alexander  III.  By  Carl  Faberge,  Jeweler  to  the  Czars  of  all  the  Russias.  Prom  the  Forbes  Magazine  Collection. 


Sixty  years  ago  the  first  issue  of 
Forbes  Magazine  was  published. 
To  mark  this  Diamond  Anniversary, 
Forbes  is  presenting  new  additions 
to  the  Forbes  Magazine  Collection 
of  Faberge. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business.  Today 
over  650,000  executives  subscribe 
to  Forbes.  An  additional  million 
read  every  issue. 


Circulation  and  advertising  are  at 
an  all-time  high.  And  still  growing, 
Forbes  Magazine  readers  don't  just 
own  American  business.  They  run  i 

Forbes:  capitalist  tool 
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Why  Be  Gloomy? 

By  Lucien  O.  Hooper 

". . .  It  is  at  times  like  this  that  buying  ideas  tend  to 
dry  up,  just  as  they  multiply  when  stocks  are  rising  . . .' 


lor  months  we  have  been  reading 
ibout  the  threat  of  double-digit  in- 
lation,  the  inevitability  of  higher  in- 
erest  rates,  the  great  disasters  Jimmy 
barter  is  about  to  inflict  on  us,  the 
inwillingness  of  the  big  money  man- 
igers  to  buy  common  stocks,  crook- 
edness in  corporate  management,  and 
ots  of  other  things  tending  to  under- 
nine  our  confidence.  It's  getting  to  be 
i  tired,  old  story. 

Actually,  the  investment  environ- 
nent  in  the  U.S.  has  seldom  been 
>etter.  In  fact,  it  probably  never  was 
s  good  as  it  is  now,  if  one  compares 
he  investment  climate  here  against 
he  investment  climate  throughout  the 
est  of  the  world.  This  is  by  far  the 
>est  place  in  the  world  in  which  to 
tivest.  The  business  press  and  mar- 
et  letters  should  be  stressing  this 
jreat  positive  factor. 

There  is  inflation  all  over  the  world, 
>ut  the  lowest  rate  is  here  in  Ameri- 
a  rather  than  any  other  place  except 
Vest  Germany  and  Switzerland,  and 
Jermany  is  feeling  the  need  of  eco- 
omic  stimulation.  Interest  rates  have 
>een  falling  a  little  here,  largely  be- 
ause  the  public  is  saving  so  much. 

omething  For  Investors 

For  years  investors  have  pounded 
eaf  ears  in  Washington  to  do  away 
nth  double  taxation  of  dividends; 
ow,  for  the  first  time,  we  have  a 
'resident  and  a  Secretary  of  the 
reasury  actively  promoting  this  pro- 
lvestor  reform.  There's  a  new  Ad- 
linistration  in  Washington,  and  a 
>;ood  deal  of  traditional  business  prej- 

Ir.  Hooper  is  vice  president  of  the 
1YSE  firm  of  Thomson  ir  McKinnon 
uwhincloss  Kohlmeijer  Inc. 


udice  against  Democrats.  Actually, 
the  Carter  Administration  has  a  mid- 
dle-of-the-road philosophy  that  ap- 
parently is  even  more  unsatisfactory 
to  labor  unions  and  other  pressure 
groups  than  it  is  to  the  economic 
conservatives.  Historically,  of  course, 
the  stock  market  has  acted  better 
under  Democratic  than  Republican 
administrations. 

It's  time  for  us  to  begin  to  think 
about  what's  right  in  America.  In  spite 
of  a  slower  than  hoped  for  business 
recovery,  there  are  more  people  work- 
ing for  higher  wages  than  ever  be- 
fore. Extreme  political  ideas  have  less 
support  here  than  almost  anywhere 
else  in  the  world.  The  public  is  saving 
more  money  than  ever  in  spite  of  the 
high  cost  of  living.  Interest  rates  are 
historically  high,  giving  an  excellent 
reward  for  savings.  Most  of  the  ex- 
cesses in  the  stock  market  have  been 
washed  out  by  the  long  decline  in 
prices  in  the  glamour  group.  The 
price/ earnings  ratio  on  the  DJI  is 
down  around  nine  times  earnings,  and 
many  good  stocks  with  long  dividend 
records  sell  at  six  or  seven  times 
profits.  Rarely  have  we  seen  so  many 
dividend  increases.  There  is  very  lit- 
tle optimism  left  to  be  squeezed  out 
of  investor  psychology.  We  have 
been  squeezing  optimism  out  for  so 
long  that  pessimism  and  negative  ele- 
ments have  become  shopworn. 

It  is  at  times  like  this  that  buying 
ideas  tend  to  dry  up,  just  as  they  mul- 
tiply when  stocks  are  rising.  More  of- 
ten than  not,  the  most  profitable  buy- 
ing ideas  are  found  in  the  most  un- 
popular stocks.  These  issues  do  not 
usually  rise  in  price  the  day  after  you 
buy  them;  they  demand  patience. 

In  relation  to  former  prices,  and  in 
regard  to  quality,  some  of  the  former 
glamour  stocks  now  look  cheap.  Most 
of  them  still  represent  growth  com- 
panies, even  if  per-share  earnings 
have  lately  leveled  off.  As  examples, 
not  necessarily  of  the  most  attractive, 
stocks  like  Coca-Cola  (79),  McDon- 
ald's (42),  Avon  (48),  Dow  Chemi- 


cal (38),  Marriott  (9),  Eastman  Ko- 
dak (70),  Xerox  (46),  American  Ex- 
press (38),  Honeywell  (49)  and  Hal- 
liburton (61)  might  be  mentioned. 

Most  of  the  nonferrous  metals  stocks 
are  not  high  in  price,  representing  a 
still  depressed  industry.  ASARCO 
(21)  has  rallied  nicely  lately.  It  does 
not  look  as  cheap,  or  of  as  high  qual- 
ity, as  Phelps  Dodge  (34).  Of  course, 
Kennecott  (28)  still  is  very  cheap  in 
spite  of  its  market  performance. 

Too  Good? 

Perhaps  the  most  popular  group 
has  been  the  savings  and  loans  stocks, 
some  of  which  have  been  registering 
new  tops  in  a  soft  market.  That's  be- 
cause of  the  tremendous  inflow  of 
savings.  And  it  has  been  a  healthy  in- 
flow, the  actual  savings  of  many  peo- 
ple living  in  S&L  neighborhoods  rath- 
er than  "imported"  hot  money  from 
New  York  that  is  ready  to  flee  as  soon 
as  it  can  earn  a  little  more  elsewhere. 
The  demand  for  mortgage  money  in 
the  California  area  is  good,  even 
though  interest  rates  are  softening  a 
little.  Profit  margins  are  good  and 
earnings  have  gained  enough  to  jus- 
tify some  moderate  dividend  increases, 
cash  rates  in  some  cases  being  sub- 
stituted for  stock  dividends.  The  big- 
gest objection  to  buying  S&L  shares 
at  this  time  is  that  you  are  buying 
into  a  situation  that  is  so  good  it 
can't  get  too  much  better.  H.F.  Ah- 
manson  (20)  is  my  favorite  savings 
and  loan  stock. 

Another  way  to  identify  compara- 
tive values  is  to  watch,  over  a  period 
of  a  year  or  two,  for  stocks  that  be- 
have well  in  weak  markets  such  as 
we  had  earlier  this  year.  A  few  stocks 
of  this  nature  that  I  have  been  watch- 
ing are:  Nabisco  (49),  Seaboard 
Coast  Line  (38),  Mead  (23),  Areata 
National  (15),  Combustion  Equip- 
ment (29),  Foster  Wheeler  (23), 
Moore  McCormack  (50),  Westvaco 
(33) ,  Standard  Oil  of  California  (40) , 
Kansas  City  Life  (40)  and  Continen- 
tal Conveyor  (33),  to  name  a  few.  ■ 
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Hitting  The  Jackpot 


By  Heinz  H.  Biel 


11  any  market,  bull  or  bear,  there 
are  always  some  stocks  that  move 
against  the  major  trend.  This  year  so 
many  stocks  have  moved  in  different 
directions  that  one  can't  be  quite  sure 
what  the  major  trend  really  is. 

Of  course,  the  averages  are  sup- 
posed to  tell  us  the  direction  of  the 
market,  and  for  a  while  the  message 
seemed  to  be  quite  clear,  with  the 
Dow  Jones  industrials  and  the  S&P 
500  down  about  9%  for  the  year  by 
early  April.  What  puzzled  me  was 
that  it  was  primarily  the  stocks  that 
dominate  the  averages  and  those 
highly  visible  glamour  stocks  that 
went  down,  while  an  unusually  large 
number  of  less  prominent  stocks  were 
doing  just  fine. 

Anyhow,  the  way  the  averages  per- 
formed in  the  year's  first  quarter  has 
been  sufficiently  discouraging  to  turn 
bulls  into  bears.  The  investing  public 
has  always  been  susceptible  to  gloom- 
and-doom  talk,  and  lately  there  has 
been  a  rush  to  buy  Paul  Erdman's 
book,  The  Crash  of  '79. 

Paul  Erdman,  you  may  recall,  is  the 
flamboyant  young  banker  in  Basel 
who  got  into  trouble  as  a  result  of 
somewhat  unorthodox  trading  (and 
bookkeeping)  in  silver  and  cocoa.  For 
ten  months  he  languished  in  jail  where 
he  changed  from  banker  to  novelist. 
His  intimate  knowledge  of  interna- 
tional finance  and  intrigue  gave  him 
unique  qualifications  to  write  novels 
full  of  mystery  and  romance.  The 
Crash  of  79-1979  being  the  50th  an- 
niversary year  of  a  crash  that  we 
would  like  to  forget— should  appeal  to 
the  morbid  believers  in  Murphy's  law 
that  everything  that  can  go  wrong 
will  go  wrong. 

In  any  event,  this  is  only  1977,  and 
it  is  difficult  to  see  why  we  should  be 
running  into  a  real  bear  market  at 

Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 


44 . . .  One  didn't  have  to  like  Eli  Black's  rape  of  United 
Fruit  in  1968  to  grab  the  chance  to  get  out  of 
a  dull  stock  at  an  incredibly  high  price  . . ." 


this  time,  not  to  mention  a  crash.  I 
believe  that  much  of  the  market's 
weakness  was  caused  by  the  continu- 
ing process  of  indexing.  That  is  a  sys- 
tem that  a  growing  number  of  money 
managers  have  decided,  or  been  in- 
structed by  their  clients  (victims?), 
to  use  to  realign  investment  portfolios 
to  represent  as  closely  as  feasible  the 
composition  of  such  stock  market  av- 
erages as  the  S&P  500. 

Just  look  at  the  stocks  that  have 
performed  so  miserably  this  year.  Al- 
most invariably  they  are  what  used 
to  be  institutional  favorites  and 
growth  stocks  of  very  fine  quality,  ex- 
cept that  they  were  relatively  over- 
priced. The  one  glaring  exception,  of 
course,  is  IBM,  which  anticipated  and 
overcame  the  institutional  investors' 
backlash  by  its  spectacular  tender  of- 
fer and  by  raising  its  dividend  rate  to 
$10  a  share,  which  represents  an  un- 
usually high  percentage  of  earnings. 

Favored  Stocks 

While  investor  preference  has  been 
shifting  toward  secondary  stocks- 
secondary  in  size,  not  in  quality— even 
such  giants  as  Mobil  have  not  acted 
in  a  bear-market  fashion.  That  goes  for 
such  varied  companies  as  Nabisco  or 
PPG  or  International  Harvester.  And 
where  is  the  bear  market  in  such 
"secondary"  stocks  as  Anderson  Clay- 
ton, Carborundum,  Chessie,  Diamond 
Shamrock,  Emhart,  Gould,  Harnisch- 
feger,  Pennwalt,  Portec  or  Westvaco? 
I  believe  most  of  these  companies 
have  been  mentioned  in  this  column 
the  past  year  or  so,  and  they  are 
still  on  my  favored  list.  Besides  being 
well  run  and  having  favorable  pros- 
pects, they  have  one  thing  in  com- 
mon: They  show  consideration  for 
their  shareholders.  Companies  con- 
cerned with  the  prospect  of  takeover 
might  give  that  some  thought. 

Because  inflation  has  progressed  far 
more  rapidly  than  stock  prices,  it  has 
become  in  many  instances  much 
cheaper  to  buy  an  existing  company 


than  to  start  a  new  business  from 
scratch.  Since  many  stocks  sell  well 
below  the  replacement  value  of  a 
company's  existing  physical  facilities, 
we  can  expect  more  and  more  take- 
over bids  in  the  future.  Some  will  be 
friendly,  as  was  Utah  International's 
merger  with  General  Electric  or  the 
proposed  acquisition  of  Molycorp  by- 
Union  Oil.  Others  face  fierce  opposi- 
tion, as  is  the  case  with  present  take- 
over attempts  of  Universal  Leaf  To- 
bacco by  Congoleum,  or  Babcock  & 
Wilcox  by  United  Technologies. 

Protecting  Whose  Interest? 

For  the  stockholder  who  is  not 
emotionally  or  otherwise  involved,  a 
luscious  takeover  bid  is  like  hitting  the 
jackpot.  One  didn't  have  to  like  Eli 
Black's  rape  of  United  Fruit  back  in 
1968,  paid  for  with  "Chinese  money,' 
to  grab  the  chance  to  get  out  of  a 
dull  stock  at  an  incredibly  high  price. 

I  have  the  feeling  that  the  man- 
agement of  a  target  company  who 
fights  the  bid  tooth  and  nail  is  mora 
anxious  to  protect  its  own  interest 
than  that  of  the  shareholders.  WhenJ 
executives  say  that  their  company's 
stock  is  worth  more  than  the  bidder  is| 
offering,  they  are  right,  of  course.  Af-i 
ter  all,  the  suitor  isn't  stupid.  If  man-J 
agement  suddenly  thinks  so  highly  ofl 
its  stock,  why  is  it  selling  so  low  thatf 
an  outsider  can  afford  to  pay  30%  or 
more  above  the  market  and  still  be 
convinced  he's  getting  a  bargain? 

The  decision  should  be  up  to  the 
stockholder,  who  is  the  owner  of  thel 
company.  Management  should  not| 
run  to  the  courts,  the  SEC  or  thei 
Justice  Department  to  protect  itself.* 
State  legislators  should  not  be  brow-j 
beaten  into  passing  antitakeover  legist 
lation,  which  is  not  in  the  interest  of! 
the  shareholders.  If  Babcock  &  Wilcox' 
management  fears  that  United  Tech- 
nologies' bid  will  be  successful,  it  on- 
ly has  to  look  at  its  own  dividend! 
record  to  find  the  reason  for  its  stock-l 
holders'  disaffection.  ■ 
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et  Value  Line  Help  You  Identify 

100  STOCKS  TO  AVOID  NOW 

7lus  100  stocks  that  may  outperform 
nost  others  in  the  next  12  months 


i  otherwise  solid  stock  portfolio  can 

*  largely  undone  by  a  few  "misfits." 
)  it's  important  to  be  able  to  identify 
'eak"  stocks  as  well  as  "strong"  ones, 
id  to  be  immediately  aware  of  signifi- 
nt  changes  in  any  of  your  stocks. 
iat's  why  The  Value  Line  Investment 
irvey  every  week  of  the  year  ranks 
00  stocks— each  relative  to  all  the 
lers— for  Probable  Market  Perfor- 
snce  in  the  next  12  Months,  as  fol- 
ns: 

00  stocks  are  ranked  1  (Highest) 
00  stocks  are  ranked  2 

(Above  Average) 
I00  stocks  are  ranked  3  (Average) 
00  stocks  are  ranked  4 

(Below  Average) 
00  stocks  are  ranked  5  (Lowest) 
>te:  Not  every  stock  will  always  per- 
•m  in  accordance  with  its  rank.  But  it 
a  fact  that  favorably  ranked  stocks, 
a  group,  have  outperformed  poor- 
ranked  stocks  with  remarkable  con- 
itency  since  the  ranking  system  was 
roduced  in  1965. 

tile  past  performance  can  never  guar- 
tee  future  success,  this  record  of 
>re  than  a  decade  of  successful  dis- 
mination  strongly  suggests  that  you 
n  tilt  the  investment  probabilities  in 
ur  favor  by  using  the  Value  Line 
iks. 

0  Stock*  to  avoid  now 

e  ranks  are  designed  to  measure 
obabilities.  We  expect  higher-ranked 
>cks  to  go  up  more  in  a  rising  mar- 
t—or down  less  in  a  market  drop— 
an  lower-ranked  stocks.  And  con- 
rsely  . . . 

Ve  expect  the  400  stocks  ranked  4 
>r  5  for  Performance  to  go  DOWN 
40RE  or  UP  LESS,  on  average,  than 
ie  1200  others  within  the  12  months 
Erectly  ahead. 

e  400  stocks  currently  ranked  un- 
'orably  (Value  Line  April  1)  include 
me  very  big  names.  Just  a  few  of 
)m  are  U.S.  STEEL,  INTERNATION- 
PAPER,  STERLING  DRUG,  EXXON, 
iSTMAN  KODAK,  GREYHOUND 
)RP.,  AMERICAN  BRANDS,  AMER- 
\N  CYANAMID.  (This  may  show  why 
u  shouldn't  confuse  the  excellence  of 
Company  with  the  current  timeliness 
a  commitment  in  the  stock.) 

oking  for  performance? 

en  if  your  primary  objective  is  yield, 
safety,  or  long-term  appreciation,  we 
ggest  you  stay  away  from  stocks  cur- 
itly  ranked  4  or  5  by  Value  Line  for 
'Xt-12-Months  Performance, 
lid,  of  course,  if  superior  relative  price 
tion  is  what  interests  you  most,  then 

•  suggest  you  give  special  attention  to 

1  100  stocks  currently  ranked  1  (High- 


est) by  Value  Line  for  Probable  Market 
Performance  in  the  Next  12  Months. 
Updated  every  week 
Every  week— for  EACH  of  1600  stocks— 
The  Value  Line  Investment  Survey  in  its 
Summary  of  Advices  and  Index  pre- 
sents the  up-to-date  . . . 

a)  Rank  for  Relative  Probable  Price  Per- 
formance in  the  Next  12  Months- 
ranging  from  1  (Highest)  down  to  5 
(Lowest). 

b)  Rank  for  Investment  Safety  (from  1 
down  to  5). 

c)  Estimated  Yield  in  the  Next  12 
Months— (100  stocks  offer  yields  of 
8.2%  and  up— Value  Line  April  1.) 

d)  Estimated  Appreciation  Potentiality 
in  the  Next  3  to  5  Years— showing  the 
future  "target"  price  range  and  the 
percentage  price  change  indicated. 
(100  stocks  are  in  the  220%  to  590% 
range— Value  Line  April  1.) 

e)  Current  price  and  P/E,  plus  esti- 
mated annual  earnings  and  dividends 
in  current  12  months.  Also  the  stock's 
Beta. 

f)  Very  latest  available  quarterly  earn- 
ings results  and  dividends,  together 
with  year-earlier  comparisons. 

In  addition,  each  of  the  1600  stocks  is 
the  subject  of  a  comprehensive  new 
full-page  Rating  &  Report  at  least  once 
every  three  months— including  23  se- 
ries of  vital  financial  and  operating  sta- 
tistics going  back  10  years  and  esti- 
mated 3  to  5  years  into  the  future. 

SPECIAL  OFFER 

If  no  member  of  your  household  has 
had  a  subscription  to  Value  Line  in  the 
last  two  years,  you  can  now  receive  the 
complete  Value  Line  Investment  Sur- 
vey for  the  next  10  weeks  for  only  $29 
(about  half  the  regular  rate).  We  make 
this  special  offer  because  we  have 
found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period 
stay  with  it  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  pro- 
vide this  service  for  far  less  than  would 
have  to  be  charged  our  long-term  sub- 


scribers were  their  number  smaller. 
Your  trial  will  include  all  of  the  fol- 
lowing: 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (32  pages) . . .  show- 
ing the  current  ratings  of  1600  stocks 
for  future  relative  Price  Performance 
and  Safety— together  with  their  Esti- 
mated Yields  and  the  latest  earnings, 
dividends  and  P/E  data. 
EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages) . . .  with 
full-page  analyses  of  about  125  stocks. 
During  the  course  of  every  13  weeks, 
new  full-page  reports  like  this  are  is- 
sued on  all  1600  stocks,  replacing  and 
updating  the  previous  reports  which 
will  be  sent  to  you  as  a  bonus,  as  stated 
below.  (It  takes  but  a  minute  a  week  to 
file  the  new  reports  in  your  Value  Line 
binder.) 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (8  pages) . . .  with  a 
detailed  analysis  of  an  Especially  Rec- 
ommended Stock— plus  a  wealth  of 
investment  background  including  the 
Value  Line  Composite  Average  of  more 
than  1600  stocks. 

PLUS  THIS  $45  BONUS  .  .  .  Value 
Line's  complete  2000-page  Investors 
Reference  Service  (available  separate- 
ly for  $45),  with  our  latest  full-page 
reports  on  all  stocks  under  review- 
fully  indexed  for  your  immediate  refer- 
ence—to be  updated  by  new  reports 
sent  weekly. 

AND  THIS  BONUS,  TOO  ...  the  64- 
page  booklet,  "Investing  in  Common 
Stocks,"  which  contains  a  wealth  of 
information  on  security  analysis  and 
portfolio  management. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special 
offer.  If  you  are  not  completely  satisfied 
with  The  Value  Line  Survey,  just  return 
the  material  you  have  received  within 
30  days  for  a  full  refund  of  your  fee. 
To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 


The  Value  Line  Investment  Survey 


Arnold  Bernhard  &  Co.,  Inc.  5  E.  44th  St. 

□  Begin  my  special  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  household 
every  two  years)  and  send  me  the  Investors 
Reference  Service  and  the  booklet  "Investing 
in  Common  Stocks"  as  a  bonus.  My  check  or 
money  order  for  $29  is  enclosed.  (Trial  sub- 
scriptions must  be  accompanied  by  payment.) 

□  I  prefer  one  year  (52  weeks)  of  Value  Line, 
plus  the  bonus,  Investors  Reference  Service 
and  the  booklet,  "Investing  in  Common  Stocks" 
for  $285.  (There  are  no  restrictions  on  this 
offer.) 

□  Payment  enclosed  □  Bill  me  for  $285 
GUARANTEE:  If  dissatisfied  for  any  reason,  I 
may,  under  either  offer,  return  the  material 
within  30  days  for  a  full  refund  of  the  fee  I  have 
paid. 


N.Y.,  N  Y.  10017 


616A01 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT  NO. 


CITY  STATE  ZIP 

Not  assignable  without  subscriber's  consent. 
Foreign  rates  on  request.  Subscription  fees 
are  fully  tax-deductible.  (NY  residents  add  ap- 
plicable sales  tax.) 


Money  And  Investments 


INVESTMENT  OPPORTUNITIES 
TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  112-113 
of  this  issue  for 

CLASSIFIED 


WORK  IN  THE 
PARK  INSTEAD 
OF  THE  JUNGLE. 


Fed  up  with  the  problems  associated  with  many 
traditional  business  and  industrial  locations? 
Consider  moving  your  business  to  the  office/ 
industrial  park  at  Miami  Lakes,  Florida. 

A  few  minutes  from  Miami  Intl  Airport, 
between  Dade  and  Broward  Counties,  right  next 
to  the  largest  labor  force  in  South  Florida.  An 
established  community,  widely  regarded  as  one 
of  the  most  beautiful  and  carefully  planned  in  the 
Sun  Belt  Over  50  companies,  including  branches 
of  major  corporations,  call  Miami  Lakes  home. 

For  a  brochure,  call  or  write  David  Van  Daam. 


MIAMI  HAKES 

14340  N.W.  60  Ave.,  Miami  Lakes,  Ra.  33014. 
(305)821-1130. 

Miami  Lakes  Properties,  Inc. 
 Registered  Real  Estate  Broker 


Red  Cross. 
The  Good 
Neighbor. 


Commoditi 


*  & 


I  irst  it  was  coffee— $4  a  pound  or 
more.  Now  it's  orange  juice.  Prices 
have  been  rising  steadily  since  late 
January  as  a  result  of  the  devastating 
freeze  in  the  Florida  citrus  belt.  May- 
be we're  supposed  to  give  up  break- 
fast altogether? 

For  years  it  has  been  recognized 
that  the  ownership  of  large  amounts 
of  frozen  concentrate  orange  juice  is  a 
substantial  business  risk  for  growers, 
processors  and  canners.  Thus  in  1966 
when  the  Citrus  Associates  of  the 
New  York  Cotton  Exchange  began  to 


The  Squeeze  O 
Orange  Juice 

By  Stanley  W.  Angrist 


What    had    started    the  se< 
(which  for  orange  juice  begins 
Dec.  1)  as  an  extended  bear  mai 
turned  into  a  rip-roaring,  raging 
who  drank  orange  juice  at  every 
tering  hole  he  passed.  The  frozen  < 
centrate  orange  juice  contract  (ca| 
"OJ"  by  traders)  hit  the  daily  1: 
for  ten  successive  days.   (The  d 
limit  is  3  cents  per  pound,  so  a  1: 
move  is  worth  $450  per  15,000  po 
contract.)    The    week  before 
freeze,  in  mid-January,  the  July  1 
contract  was  trading  at  around 
cents  a  pound;  by  Jan.  31  it 
reached  70  cents,  and  by  early  A 
it  had  passed  82  cents  a  pound, 
termined  longs  were  holding  profit 


". . .  Profits  of  $4,800  on  an  original  margin  of  $700  is 
almost  enough  money  to  make  the  speculative  bulls 
forget  about  all  those  years  it  didn't  freeze  . . ." 


offer  a  futures  contract  for  as  much 
as  18  months  in  advance,  it  was  an 
immediate  success.  In  most  years 
speculators  begin  to  take  up  long 
positions  in  late  November  or  early 
December  to  await  a  possible  big 
freeze  that  would  damage  the  crop. 
The  producers— hedging— accommo- 
date the  longs  by  selling  to  them, 
knowing  full  well  that  a  big  freeze  is 
unlikely. 

Last  January  the  speculators,  so  of- 
ten sheared  by  the  people  in  the 
trade,  finally  tasted  sweet  revenge  as 
they  sipped  their  morning  glass  of 
juice.  After  years  of  tantalizing  tem- 
peratures in  the  low  30s,  Mother  Na- 
ture delivered  a  deep  frost,  with  a 
little  snow  for  good  measure,  over 
most  of  the  Florida  peninsula.  This 
year  the  longs  won  big. 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


$4,800  per  contract  on  an  orig 
margin  of  $700.  That  is  aln 
enough  money  to  make  the  spec 
tive  bulls  forget  about  all  those  yj 
it  didn't  freeze  in  Florida. 

Though  the  freeze  was  bad,  the  j 
question  traders  have  been  trying 
answer  is  just  how  much  damage  ' 
actually  done.  Immediately  after 
freeze,  processing  activity  picked! 
in  an  attempt  to  salvage  as  muclj 
the  early  and  mid-season  oranges 
possible.  Though  the  crop  is  damai 
by  freezing  temperatures,  impro 
ments  in  postharvest  technology 
able  the  processing  of  this  fruii 
harvested  shortly  after  the  fre< 
The  range  of  temperatures  during 
immediate  postfreeze  period  is  ; 
important:  Warm  temperatures  ] 
mote  droppage  and  deterioration 
the  fruit. 

The  U.S.  Department  of  Agril 
ture  reports  have  now  started  to 
fleet  the  seriousness  of  the  crop  dl 
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In  January,  before  the  freeze, 
USDA  was  estimating  a  total 
ida  orange  crop  of  218.7  million 
s,  with  an  average  yield  of  1.29 
ns  of  concentrate  per  box.  The 
[  report  dropped  crop  estimates  to 
million  boxes,  with  a  yield  of  only 

gallons  per  box.  But  in  recent 
cs  actual  yield  figures  for  early 
season  oranges  and  some  early 
ncias  (the  variety  of  orange  that 
ides  the  best  juice  for  concen- 
)  are  so  far  below  Department 
agriculture  estimates  as  to  make 
I  industry  observers  question 
her  the  crop  can  even  produce 
million  gallons;  the  yields  from 
;  early  Valencias  are  below  a  gal- 
>er  box.  If  yields  stay  this  low,  the 

would  probably  come  in  no  great- 
an  150  million  gallons— 13  million 
>ns  less  than  the  latest  industry 
late. 

Out  At  200 

le  bears  have  pinned  their  hopes 
ne  slim  reed— that  steadily  rising 
is  will  cut  into  sales  of  juice.  In 
extreme  case  of  the  1962-63 
;e,  consumer  purchases  declined 
\7%  in  response  to  higher  prices. 
:ourse,  one  could  argue  that  the 
ge  juice  drinking  habit  was  not 
mly  entrenched  then  as  it  is  now. 
;rtheless,   dyed-in-the-juice  bulls 

keep  in  mind  that  there  are  al- 
itives  to  the  morning  orange  juice 

consumers  might  indeed  seek 
i  out. 

iking  a  long  position  in  a  market 
I  has  already  doubled  in  recent 
cs  is  not  without  its  risks.  And, 
mally,  I  believe  it  is  a  little  late 
iin  that  game.  However,  spread 
:rs  for  years  have  utilized  the 
November/  short  January  spread 
l  juice  is  climbing.  In  recent  weeks 
•spread  has  been  trading  at  be- 
n  300  and  600  points  premium 
he  November  contract.  If  juice 
siues  its  strength,  this  spread 
1  move  to  1,200  points  or  more, 
ite  margin  on  this  trade  is  only 
L  but  don't  be  misled— it  can  be 
ile.  Remember— before  the  freeze 
ipread  was  trading  with  a  100- 
|  premium  for  January,  so  it  has 
\iy  experienced  as  much  as  a  700- 
i  move  in  favor  of  the  bulls.  A 
licant  selloff  in  juice  could  easily 
1  this  spread  to  drop  400  points. 
;d,  if  the  spread  moves  against 
j>y  200  points,  bail  out  and  switch 
lipefruit  for  breakfast.  ■ 


A  useful  guide  for  the 
commission-conscious 
investor. 

This  free,  pocket-sized  book  enables  you  to  quickly  figure  and 
compare  practically  any  broker's  stock  and  option  commissions. 
Its  90  pages  of  tables  display  the  old  fixed  commissionf  and 
commissions  at  a  wide  range  of  dis- 
counts from  it,  in  cents-per-share  and 
dollars-per-contract  rates  for  almost  any 
whole-priced  trade. 

Get  this  book  simply  by  mailing  this  ad 
or  asking  for  one  at  800-221-5338  toll- 
free  or  in  N.Y.  State  at  212-269-9127 
collect. 

From  the  people  who  started  commis- 
sion discounts  rolling  for  the  individual 
investor. 

•Base  Commissions.  Pre-May  I,  1975  NYSE  and  CBOE- 
fixed  commissions. 


Name  

Address. 
City  


_State_ 


Zip_ 


(l  ))  Source  Securities  Corporation 


AUG 


70  Pine  Street,  New  York,  N.Y.  10005 


FOR  5/77 


Put  idle  corporate  cash  to  work 
without  sacrificing  liquidity? 

Fidelity  Daily  Income  Trust  is  of  special  interest  to  corporate  investors 
who  seek  immediate  access  to  both  money  market 
yields  and  their  own  cash  reserves. 

The  Trust  offers  participation  in  a  diversified  port- 
folio of  high-quality,  short  term  money  market 
instruments.  Free  check  writing  privileges 
provide  immediate  liquidity,  but  your  money 
continues  to  earn  daily  income  until  a  check 
is  actually  presented  for  payment. 

There  is  no  charge  for  investment  or  with- 

e\       drawal.  The  minimum  initial  invest- 
iVjH    ment  is  $5000.  Our  free  prospectus 
jm    will  answer  all  your  questions. 

"Call  Free  (800)225-6190 

In  Mass.  Call  Collect  (61 7)  726-0650 


■  iref  Fidelity  Daily 
J  i        I  Income  Trust 

I  P.O.  Box  832,  Dept.  FF70501 
_  82  Devonshire  St.,  Boston,  Mass.  02103 
|  For  more  complete  information, 
_  including  management  fees,  other 
J  charges  and  expenses,  please  write 
_  or  call  for  a  prospectus.  Read  it 
\  carefully  before  you  invest  or 
send  money 


City 


Z.p 


Retirement  Plan  Information:  Keogh  □  403B  □ 

FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management. 


J^g^  * '  uver  »j  Diuion  oi  assets  unaer  management. 
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638-1527 

or  (301)  547-2136  collect 

*  Income  may  be  subject  to  taxes 
in  some  states. 


Money  And  Investments 


Free  Prospectus 
A  No-Load  Fund 

ROWE  PRICE 
TAX-FREE  INCOME  FUND 

100  East  Pratt  Street,  Department  A6 
Baltimore.  Md.  21202 


GUARANTOR  OR  JOINT  VENTURE 


I  will  Joint  Venture,  Act  as  Guarantor  or  Co-sign  for 
Viable  Projects,  such  as  Industrial  &  Commercial  Ex- 
pansion, Assembly  and  Processing  Plants,  Hospitals. 
Retirement  Homes,  Nursing  Homes,  Pollution  Control 
and/or  Correction,  Raw  Land  for  Sub-Division  {Send 
full  Particulars). 


OPERATING  CAPITAL 


If  you  are  an  established  business  with  a  good  track 
record,  but  short  of  operating  Capital  or  a  line  of  credit,  I 
may  be  able  to  provide  your  needs.  (Principals  only  — 
send  full  details). 


CAPITAL  GAINS -SHELTERED 


I  want  to  buy  office  buildings,  apartment*,  shopping 
and  industrial  centers  and  buildings,  refineries,  Mfg. 
facilities  already  heavily  depreciated.  Your  capital 
gains  can  be  tax  sheltered.  Would  like  also  to  buy  coal 
properties,  oil  and  gas  producing  properties,  and  other 
mineral  properties,  Radio  or  TV  stations,  operating 
Businesses.  (Principals  —  their  CPA  or  their  Attorney. 
Send  details  of  offer). 

_  _  2102  N.  Arrowhead  Ave.  Suite  A 

B*'"*'a        San  Bernardino,  California  92405 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  Vz  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 
Geological  &  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Box  29119.  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243-4253 

Coll  toll  Itee  800- 527-2654  except  from  Texas 


Stock  Trer 


The  Peanut 
Shell  Game 

By  Ann  C.  Brown 


M 


low  you  see  the  rebate,  now  you 
don't.  Now  you  see  the  investment 
tax  credit  boost,  now  you  don't.  A 
dazzling  display  of  verbal  dexterity. 
It  is  unlikely  that  the  renege  on  the 
rebate  will  have  much  effect  on  the 
economy,  since  apparently  many  peo- 
ple have  already  spent  the  $50  they 
thought  they  were  going  to  receive. 
So  we've  achieved  fiscal  stimulus 
without  costing  the  Treasury  a  dime. 
A  painless  shot  in  the  arm. 

President  Carter  has  proved  on 
more  than  one  occasion  that  he  is  an 
accomplished  psychologist.  While 
there  is  little  doubt  about  his  initial 
sincerity  concerning  the  rebate,  one 
could  not  help  but  wonder,  as  the 


". . .  It  might  be  advis- 
able to  watch  what  the 
Administration  does, 
not  what  it  says . . ." 


economy  showed  unmistakable  signs 
of  recovery,  whether  the  President 
would  decide  to  let  "expectation" 
do  the  work  and,  at  the  eleventh  hour, 
call  the  whole  thing  off.  He  picked 
his  timing  with  dramatic  care,  with- 
drawing the  rebate  proposal  just  be- 
fore his  anti-inflationary  message. 

It  was  necessary,  of  course,  to  nix 
the  investment  tax  credit  proposal  at 
the  same  time,  otherwise  it  would 
have  been  extremely  impolitic  to  deny 
middle-  and  lower-income  persons 
theirs  while  giving  something  to  busi- 
ness. However,  it  wouldn't  come  as  a 
complete  surprise  if  later  on  we  were 
to  see  some  program  to  stimulate  cap- 
ital formation.  Very  possibly  the  dou- 

Ann  C.  Brown  is  vice  president  of  the  New 
York  investment  firm  of  Melhado,  Flynn 

ir  Associates,  Inc. 


ble  taxation  of  dividends  could  t 
lieved  at  the  company  level,  a 
ing  the  public  can  be  sold  the 
that  such  a  move  would  create 
jobs  and  improve  energy  efHc 
through  investment  in  new  plant. 

Considering  all  this,  it  might  be 
sible  to  take  a  bit  of  liberty  witJ 
noted  17th  century  writer  John) 
den's  observation:  "Preachers  sa; 
as  I  say,  not  as  I  do."  Thus  it  l 
be  advisable  to  watch  what  the 
ministration  does,  not  what  it  says 

An  Initial  Portfolio 

A  is  for  the  American  Broadca 
Company  (46),  which,  by  dint  of 
ing  some  high-priced  program! 
talent,  has  left  its  competitors 
cloud  of  dust  and  a  hearty  Hi-Y 
verman.  Earning  $4.05  a  share; 
year,  ABC  is  estimated  to  earil 
tween  $6.25  and  $6.50  this  year, 
haps  as  much  as  $7.50  in  1978. 

B  stands  for  Brockway  Glass 
which  has  the  potential  of  ea 
about  $5.50  a  share  this  year 
$6.25  in  1978.  By  and  large  the 
companies  had  a  rough  time  witl)| 
ural  gas  shortages   during  the 
quarter.  However,  they  remain 
fident  to  a  CEO  that  any  early  ! 
fall  in  earnings  will  be  made  up  £ 
year  progresses.  Helping  them  is 
may  be  a  growing  trend  away 
aluminum  cans  that  will  not  onl) 
more  to  manufacture  in  the  ftl 
but  which  are  also  subject  to  in 
criticism  by  environmentalists. 

C  suggests  Compugraphic 
( 33 ) ,  a  leading  manufacturer  of | 
totypesetting  equipment.  The  ccj 
ny  has  an  impressive  growth  rj 
with  earnings  per  share  increj 
continuously  from  93  cents  in 
to  $3.65  for  the  year  ended  lastl 
tember.  For  fiscal  1977,  earning 
estimated  near  $4.30,  and  the  cq 
ny  appears  to  be  able  to  sustain  i 
to  20%  growth  rate  over  the  nexf 
eral  years— providing  nobody  buj 
better  mousetrap. 

Speaking  of  mice  brings  us  to  . 
Disney   (36).  Badly  battered 
with  the  other  former  glamour  s| 
Disney  once  sold  as  high  as 
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g  you  consider  that  analysts  as- 
the   extensive   film   library  is 
1  $11  or  $12  a  share,  the  stock  is 
selling  at  book  value.  In  addi- 
to  the  existing  two  amusement 
I  the  company  is  preparing  to 
ige    Oriental    Land    in  Japan, 
h  is  to  be  financed  entirely  by 
Japanese.  Also  on  the  drawing 
I  is  EPCOT/ World  Showcase,  a 
of  permanent  World's  Fair,  des- 
to  be  constructed  on  Disney's 
tsive  property  in  central  Florida, 
ings  are  estimated  at  $2.85  a 
for  1977  (up  from  $2.34  last 
)  and  $3.35  in  1978. 

arounds  Are  Fair  Plays 

few  years  back  National  Lead 
ied  to  shorten  its  name  and  ex- 
its horizons  and  is  now  known 
L  Industries  (21).  Among  other 
;s  the  company  did  was  to  choose 
former  head  of  Mobil  Chemical 
5  new  president  in  1973,  replace 
if  the  15  members  of  top  man- 
lent,  lop  off  some  questionably 
table  operations  and  acquire  the 
:er  Co.,  a  very  profitable  oil  ser- 
outfit.  Today,  over  50%  of  NL 
stries'  earnings  come  from  its  oil 
pes  and  related  products,  and 
earnings  per  share  are  expected 
3  $2.80  to  $2.90,  with  $3.50  at- 
ble  in  1978  if  everything  goes 
rding  to  schedule.  Yielding  close 
3%,  the  company  could  over- 
;  its  low  multipulitis  when  inves- 
catch  on  that  an  ugly  toad  has 
transformed  into  a  sleek  energy 
natural  resource  (magnesium, 
ium,  etc. )  prince, 
you  are  old  enough  to  remember 
|  you  may  have  heard  of  Re- 
ih-Cottrell  (22),  a  major  produc- 
\  air  pollution  control  equipment, 
h  was  then  priced  at  an  incred- 
95  times  earnings.  After  showing 
icit  in  1974,  the  company  appears 
ive  gotten  its  act  together.  Back- 
are  at  an  alltime  high  and  Re- 
;h-Cottrell  earned  $1.48  a  share 
year  up  from  56  cents  in  1975. 

first  quarter  this  fiscal  year 
red  a  40%  increase  over  the  com- 
ble  quarter  a  year  ago.  While  it 
Id  be  unwise  to  extrapolate  this 
of  improvement  for  the  balance  of 
year,  since  the  winter  quarter 
it  produce  some  weird  weather- 
ed figures,  $2  or  more  may  be 
ible  for  the  year  as  a  whole.  In 
of  recent  energy  developments, 
i  could  prove  equally  rewarding.  ■ 


GROWTH 

On  the  heels  of  1 5  consecutive  growth 
years,  MAPCO  broke  oil  the  records 
again  in  1976.  Sales  were  up 
24%  at  $425  million.  Net 
income  of  $56  million  and 
earnings  per  share  of  $3 
each  represented  1 4% 
jumps  over  1975. 
To  learn  more 
about  MAPCO's 
growth  and 
how  it's 
happening, 
write 
for 
our 
latest 
report. 


l^mapco 

1800  S.  Baltimore  Ave.,  Tulsa,  Oklahoma  7411 


SYMBOL  MOA  NYSE  •  MWSE  •  PSE 


How  to  invest  like  a  fat  cat 
for  practically  chicken  feed. 


Investing  for  tax-free  income*  needn't  tax 
your  investment  dollars. 

Fidelity  Municipal  Bond  Fund  proves  this 
with  no  sales  charge  or  redemption  fee.  This 
means  all  of  your  money  can  work  to  seek  the 
highest  return  consistent  with  preservation  of 
capital.  Our  e 

low  manage-  WJM  CjiW  FfPP 

ment  fee  is  another  y^**11  1  L 

advantage (4/ 10  (800)225-6190 

of  1%  of  The  Fund's  !  1 Mass. Call  Collect  (617)726-0650 

net  assets.)  Com- 


pare this  with  others.  Compare  the 

quality  of  our  portfolio,  too.  Even  a 

minimum  $2500  investment  receives 

the  benefits  of  our  broadly  diversified 

portfolio  of  over  $350  million  dollars 

in  quality  tax-free  municipal  bonds. 

In  all,  if  s  food  for  thought.  Write  or 

call  and  we'll  send  more. 

_C  £L 


FIDEUTY  MUNICIPAL  BONO  FUND,  INC. 

P.O.  Box  832,  Dept.  ff7osoi 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees,  other 
charges  and  expenses,  please  write' 
or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or 
send  money. 

Name 
Address 


City 


Zip 


"Income  may  be  subject  to  taxes  in  certain  states. 


State 

FIDELITY  GROUP 

|^Over  $3  billion  of  assets  under  management. 
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An  Elderly  Kid  In  A  Candy  Store 


By  HOWARD  RUDNITSKY 

David  J.  Greene,  one  of  Wall  Street's 
living  legends,  is  talking  even  faster 
than  usual  now:  "There's  this  fellow, 
29  years  old,  out  in  California— can't 
think  of  his  name  now— always  being 
quoted  in  the  newspapers  that  the 
market  is  going  to  go  down.  Very  gen- 
erous with  the  advice,  he  is." 

Greene,  a  small,  stocky  man  of  76, 
is  making  the  point  that  he  doesn't 
think  the  market  is  going  down.  Says 
Greene:  "Some  people  might  be  bear- 
ish over  the  market  because  of  the 
threat  of  inflation  or  high  interest 
rates  or  collapses  by  banks.  Over- 
done! All  overdone!  Listen  to  me:  I 
haven't  seen  stocks  selling  this  cheap 
in  40  to  50  years.  I'm  not  talking 
about  junk.  I'm  talking  about  Big 
Board  companies.  Hundreds  of  them 
—at  four,  five,  six  times  earnings. 

"Sure,  stocks  were  lower  in  the 
Thirties,  but  they  didn't  have  the 
earnings.  I've  never  seen  it  like  this." 

When  we  say  that  Greene  is  a  liv- 
ing legend,  we  are  not  exaggerating. 
He  is  legendary  for  having  started  on 
The  Street  as  a  runner.  He  left  with  a 
modest  fortune  in  1937  and  a  year 
later  came  back  to  New  York  to  in- 
vest again.  In  1952  he  founded  his 
now-famous  special  situations  house 
of  David  J.  Greene  &  Co.  How  well 
has  the  firm  done?  It  started  with 
capital  of  $200,000  and-with  no 
new  outside  money— is  now  capital- 
ized at  $7.5  million  after  having 
withdrawn  another  $7.5  million.  In 
addition,  David  Greene  managed  a 
$50,000  personal  trust  fund  for  his 
wife  into  a  fortune  worth  $3.5  million 
today.  That's  after  paying  out  about 
$2  million  in  taxes  and  dividends. 

Everybody  talks  about  "special 
situations,"  but  the  Greene  firm  really 
practices  the  art.  In  managing  the 
firm's  money  and  $150  million  or  so 
for  customers,  its  15  partners— many 
of  them  analysts,  including  Greene's 
48-year-old  son  Alan— concentrate  on 
just  30  to  50  stocks. 

To  Greene,  "special  situation" 
means  just  that— a  situation  where 
something  is  happening,  a  major 
change,  so  that  the  firm's  fortunes 
don't  depend  that  much  on  the  gen- 
eral market.  The  situations  come  in  all 
kinds  and  sizes.  In  the  late  Fifties  it 
was  American  Telephone  &  Telegraph. 


Long  before  the  crowd,  David"  Greene 
sensed  that  AT&T  was  about  to  end 
its  38-year-old  policy  of  never  increas- 
ing its  dividend.  When  the  company 
began  raising  its  dividend,  the  stock 
took  off  and  the  firm  and  its  clients 
made  millions. 

Later  on  there  was  International 
Business  Machines  Corp.  In  a  sick 
market  in  1974,  with  antitrust  hounds 
baying  at  its  heels,  IBM  sank  from 
350  to  150.  Says  Alan  Greene:  "The 
IBM  situation  was  made  to  order  for 
our  kind  of  investing— buy  value  at  a 
time  and  price  when  others  don't  rec- 
ognize it."  Greene  bought  heavily  at 
150  and  still  holds  IBM. 

By  now  you  get  the  point.  The 
Greene  philosphy  is:  Don't  try  to 
cover  the  whole  list.  Search  out  stocks 
where  you  see  something  the  market 
as  a  whole  doesn't,  then  pit  your 
judgment  against  the  crowd's. 

David  Greene  is  harsh  on  what  he 
calls  The  Street's  "fad-oriented  invest- 
ing." He  never  liked  the  old  high 
price/ earnings  ratio  cult.  Among  his 
least  favorite  fads  today  are: 

Option  trading:  "It's  dangerous; 
The  Street  likes  it  because  it  hypes 
volume  and  generates  commissions." 

New  issues:  "I  never  buy  'em. 
Prices  are  usually  out  of  line  because 
the  firms  enter  into  bidding  contests 
to  get  the  business." 


Human  Computer:  David  J.  Greene 
boasts  that  he  stores  more  data  in 
his  head  than  a  computer  can. 


What  situations  does  David  Green 
find  special  now? 

We  asked  for  some  examples. 

Some  bank  stocks,  says  Greene.  " 
had  never  bought  bank  stocks,  but 
became  convinced  that  the  loan-los 
scare  was  overdone.  We  looked  for 
bank  that  was  not  basically  a  big  iru 
temational  bank.  We  found  it  in  West] 
ern  Bancorporation  in  Los  Angeles 
We  started  buying  it  16  months  ago 
at  six  times  earnings  and  well  below 
book  value.  We  have  about  a  509 
profit  and  still  own  it."  He  mentions 
Chase  Manhattan:  "The  worst  of  the 
loan  losses  is  about  over.  It  could  be< 
come  a  turnaround  situation." 

He  likes  insurance  stocks,  citing 
Aetna  Life  and  American  Reinsur 
ance:  "Over  the  last  three  years  theii 
investment  income  has  increased  sub- 
stantially. People  have  just  been  look- 
ing at  the  underwriting  losses,  bul 
not  at  the  heavier  reserving,  not  at 
the  increasing  dividend  income  from 
their  stock  portfolios." 

Greene  is  bullish  on  two  related 
communications  companies,  Cowles 
Communications  and  the  New  Yora 
Times  Co.,  and  is  a  major  stockholder 
in  both.  "The  Times,"  says  Alain 
Greene,  "has  become  much  more  prof- 
it-oriented. There  is  a  lot  of  profits 
leverage  in  the  old  gray  lady." 

Other  large  Greene  holdings:  Dorr- 
Oliver;  Harcourt  Brace  Jovanovich; 
Kennecott;  Pitney-Bowes;  Rorer-Am- 
chem;  Scovill;  Texaco;  Morton-Nor- 
wich; Maremont. 

The  elder  Greene  really  gets  excit- 
ed when  he  talks  about  the  current 
takeover  wave  (p.  25).  He  thinks  it 
offers  great  opportunities  for  value- 
conscious,  patient  investors. 

"The  takeover  trend  will  intensify,'! 
he  says.  "It's  either  take  over  or  bej 
taken  over.  They'll  have  to  offer  book] 
value— more  if  a  contest  erupts.  That's 
one  of  the  reasons  I  say  stocks  ares 
cheap  today. 

"Listen,  there's  a  practical  side  toil 
this  •  whole  business  of  replacement- 
cost  accounting.  There  are  lots  of 
companies  sitting  there  today  selling 
for  below  book  value  with  a  dividend 
and  reliable  earnings.  Capital  is  lim- 
ited, and  it  will  be  difficult  for  many 
companies  to  justify  new  plant  and 
equipment  when  they  can  buy  ex- 
isting assets  much  more  cheaply." 

Greene  pauses  to  remark  that  his 


As  from  today, 
the  Orient  is  no  longer 
such  a  mystery. 


N; 


ewsweek  Internationa!  has  just  completed 
an  in-depth  market  research  project  in  eight 
capital  cities  in  Asia: 

Hong  Kong,  Singapore,  Kuala  Lumpur,  Djakarta, 
Manila,  Bangkok,  Taipei  and  Seoul. 

"Asian  Profiles"  is  the  most  up-to-date,  indeed, 
the  only  survey  of  its  kind  to  be  conducted  since 
Newsweek  International's  "Asian  Omnibus" 
published  in  1974. 

THE  AIM  OFTHE  RESEARCH 
"Asian  Profiles"  is  designed  to  help  agencies  and 
advertisers  maximise  their  investment  in  the  major 
markets  that  comprise  this  complex  region. 

The  research  is  based  on  personal  interviews 
with  more  than  4,000  influential  males  over 
twenty-five  years  of  age  representing  a  key  target 
audience  of  more  than  one  million  people. 

It  is  thus  able  to  pinpoint  the  sector  of  each 
i  market  that  has  most  purchasing  power,  both  in 
business  and  in  private  consumption, and  that 
exerts  the  greatest  influence  in  the  community  at 
large. 

The  study  examines  in  detail  this 

influential  target  group.  It  records  respond- 
i  ents'  readership  patterns  for  both  inter- 
i  national  magazines  and  national  news- 
i  papers.  It  surveys  ownership  and  usage 

for  a  broad  range  of  goods  and  services 

marketed  to  consumers  and  leaders 

in  business,  government  and  the 

professions.  For  example,  it  identifies 

how  frequently  respondents  trave 

and  their  destinations;  the  hotels 

and  credit  cards  they  use  and  their 

choice  of  travellers  cheques;  their 

ownership  of  cars  and  their  con- 
sumption of  liquor  and  cigarettes 

Because  the  economies  of 
i  the  area  are  so  diverse,  the  size 

of  the  sample  in  each  city 

has  been  made  large 

enough  to  enable  you  to 

examine  each  of  the  eight 

markets  individually. 
"Asian  Profiles"  was 

conducted  for  Newsweek 

International  by  the 

Survey  Research  Group, 

the  largest  research  organ- 
isation in  Southeast  Asia. 


A  BOOMING  MARKET 
The  dramatic  economic  growth  of  this  region 
and  its  wealth  of  natural  resources  provide  a  firm  base 
for  vigorous  local  production  and  manufacturing. 
The  area  is  attracting  increasing  attention  from 
investors  and  manufacturers  around  the  world.The 
one  million  pl^'influentials'  identified  in  "Asian 
Profiles"  are  vital  to  your  success  in  tapping  the 
development  potential  of  this  expanding 
marketplace. 


WHAT  "ASIAN  PROFILES' CAN  DO  FOR  YOU 
Are  you  already-or  now  considering- 
marketing  in  this  region?  By  using  "Asian 
Profiles"you  can  make  a  detailed  examination 
of  these  key  target  markets  through 
Newsweek's  computer-based  analysis 
facilities.  Thus  the  study  can  help  you  assess 
the  potential  for  your  products  and  services. 
Are  you  reaching  the  right  people?  Are  you 
using  the  most  effective  media?  "Asian 
Profiles"  can  help  to  provide  you  with  the 
answers. 

"Asian  Profiles"-a  survey 
unequalled  in  its  scope  and  technical 
soundness.  Find  out  more  about  it  today. 

Newsweek 

THE  INTERNATIONAL  NEWSMAGAZINE 

Histoiy  in  the  making. 

V  Please  send  a  copy  of  Newsweek  Asian  Profiles  Report  to^^ 
^  (PLEASE  TYPE  OR  PRINT) 


NAME  

I  POSITION. 


COMPANY  

/  PULL  ADDRESS. 


Mail  this  coupon  to  your  nearest  Newsweek  International  ofli< 
+44  Madison  Avenue. New  York  10022. 
Suite  7948, 200  East  Randolph  Drive, Chieago60601. 


Money  And  Investments 


firm  did  well  buying  Otis  Elevator, 
which  was  later  taken  over  by  Unit- 
ed Technologies— "Unfortunately,  we 
missed  it  when  United  Technologies 
tried  to  take  over  Babeock  &  Wilcox." 

That  brought  us  to  the  next  ques- 
tion: What  about  your  mistakes?  Da- 
vid Greene  met  that  one  head  on : 

"It  was  for  my  own  account.  I  went 
short  Disney  stock  when  it  was  sell- 
ing at  30  times  earnings  and  I  lost  a 
half  million  dollars.  I  figured  it  had  to 
collapse.  It  was  basically  a  real  estate 
operation  with  some  movie,  TV  and 
amusement  park  income.  It  had  no 
business  selling  at  those  multiples. 
With  high  interest  rates,  it  was  clear 
the  economy  was  going  to  slow  down 
and  the  stock  market  would  be  hurt- 
ing, especially  a  highflyer  like  Disney. 
Well,  it  didn't  collapse,  and  they  split 
the  stock  and  raised  the  dividend.  I 
closed  out  my  position  at  a  big  loss. 
Two  years  later  the  stock  did  break, 
but  that  didn't  do  me  any  good." 

Then  there  was  Tishman  Realty  & 
Construction  Co.  Recalls  Greene:  "My 


analysis  indicated  that  the  breakup 
and  sale  of  the  Tishman  real  estate 
properties  would  be  worth  more  than 
the  low  price  of  Tishman's  shares.  The 
problems  were  in  my  timing.  The  New 
York  real  estate  market  collapsed  in 
the  face  of  oversupply  and  high  in- 
terest rates.  So  the  properties  turned 


". . .  'I  haven't  seen  stocks 
selling  this  cheap  in  40 
to  50  years  [and]  I'm  not 
talking  about  junk' . . ." 


out  to  be  worth  about  20?  less  than 
I  had  originally  figured."  The  firm 
and  its  customers  still  own  a  large 
block  of  Tishman.  Says  Greene:  "W  ith 
my  kind  of  investing,  I'll  come  out 
with  a  small  loss  at  worst  and  may- 
be break  even." 

This  somehow  reminded  Greene  ol 
yet  another  stock  he  is  interested  in: 


Moneymer 


Sears,  Roebuck.  "Its  selling  at  less 
than  half  the  highs  of  a  few  years 
ago.  Then  this  silly  report  comes  ou^ 
about  how  they  are  going  to  discon 
tinue  their  Sears  stock-buying  plan.  I 
the  stock  falls  a  few  more  points, 
may  start  to  buy." 

This  brought  Greene  to  his  final 
point:  If  you  are  convinced  you 
are  right,  don't  let  the  market  scare 
you.  "I  love  to  buy  a  stock  on  the 
way  down,"  he  says.  "Others  like  to 
buy  on  the  way  up,  but  my  idea  is 
this:  When  you  are  forced  to  ques- 
tion your  investment  decisions  and  are 
willing  to  put  in  more  money  after 
rechecking  your  assumptions,  it's  a 
tougher  discipline.  Are  you  going  tc 
throw  good  money  after  bad,  or  are 
you  convinced  you  are  correct?" 

That  might  not  work  for  every- 
body, but  it  certainly  worked  for  Da 
vid  Greene.  It  took  him  from  being  a 
poor  boy  on  New  York's  Lower  East 
Side  to  being  a  multimillionaire,  and— 
as  we  said— to  being  one  of  The 
Street's  lew  living  legends.  ■ 
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HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$16.05.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $224.70.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$15.75.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $440.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  the  first  day 

of  the  preceding  month. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/ NEW  YORK,  NY  10011 
(212)  675-7725 


AIRCRAFT 


BUSINESS  AND  COMMERCIAL 
JET  AIRCRAFT  OF  ALL  TYPES 
AVAILABLE  FOR  BIDS 


nnnviiinu  m  rfiminc  hum 

1202)331-8000  #      TLX  89-2587 


ART 


COLLECTORS  SERIES 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  Collectors  Series,  Dept.  FM, 
Box  7919,  Chicago,  IL  60680. 


ANTIQUES 


A  final  sale  to  dispose  of  the  con- 
tents of  a  privately  owned  museum. 
Elaborate  French  and  other  conti- 
nental living  room,  dining  room  and 
bedroom  suites;  a  20-piece  Louis 
XV  dining  room  suite;  a  decorated 
6'  Steinway  concert  grand  piano, 
signed  R.  Benvenuti;  Sevres  palace 
urns;  18th  century  Aubusson  suites 
and  rugs;  18th  century  6'  palace 
Satsuma  urns  with  foo  dog  lids; 
life-size  marble  statues  and  black- 
amoors; a  large,  important  collec- 
tion of  French  floor  clocks;  an 
Empire  bedroom  suite  made  for 
"Napoleon  Bonaparte  in  1804  and 
signed  Royer  de  Paris;  an  impor- 
tant pair  of  wall  plaques,  4'X4' 
Marcelini  Meissen  cherubs  in  full 
relief;  and  objects  of  virtu'.  Dealers, 
decorators  welcome.  (413)  739-6279 


AUTOMOBILES 


SAVE  $$$$  ON  NEW  1977  CARS  I 

Your  Detroit  Connection  offers  na 
1977  luxury  (and  other)  vehicles  i 
Detroit  prices  and  freight  to  saw 
cash  buyer  hundreds.  Full  factoj 
warranty.  Free  Metro  Airport  pic] 
up  at  delivery.  Send  make  an 
model  desired  for  firm  quotatiqi 
to:  BONDED  BROKERS,  25471 
Monroe  Blvd.,  Dearborn,  Michigan 
48124.  Phone  (313)  565-5577.  1 

CONVENTION  PRODUCTIONS 


The 

Experienced 
"Meetings  People" 

Producers  ol  Successlul  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  •  Films  •  Dramatizations 
•  Entertainment 

Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washington  • 
Atlanta  •  Houston  *  San  Francisco 


SHARING 


IS  CARING 
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JSINESS  OPPORTUNITIES 

START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Irt  with  GIFTIME'S  fabulous 
br  catalog  of  giftware  &  novelty 
ns  all  dropshipped  for  you.  No 
king  or  shipping.  Unique  Bonus 
h  stimulates  orders.  Free  cata- 
;  &  details  from  Giftime,  Inc., 
lit.  FB,  4700  Wissahickon  Ave., 
ladelphia,  PA  19144.  (215)  842- 
0.  

DOES  YOUR  COMPETITOR 
NEED  YOU? 

you  currently  president  or  gen- 
I  manager  of  a  successful  com- 
ty  and  know  of  a  potential  turn- 
und  situation  in  your  industry 
t  you  could  convert  into  a  profit- 
e  business?  We  are  a  substan- 

private  company  interested  in 
chasing  turnaround  companies 
h  potential  pretax  earnings  of 

less  than  $2  million.  We  will 
idle  the  negotiations  to  pur- 
ise  the  turnaround  candidate 
I  if  we  are  successful  we  shall 
er  into  an  employment  contract 
h  you  to  manage  the  company 
]  earn  an  equity  position.  No 
rt-up  situations.  Send  details  of 
ir  track  record  and  financials  of 
naround  company.  All  inquiries 
I  be  held  in  strictest  of  confi- 
ice.  Mr.  John  Clark,  Phoenix 
sources,  Inc.,  P.O.  Box  1526, 
sa,  Oklahoma  74101.   


MAIL  ORDER  BUSINESS 

New  catalog  of  essential  prod- 
ucts used  by  commercial,  in- 
dustrial and  institutional  ac- 
counts can  bring  in  large 
orders  and  repeats.  We  take 
care  of  shipments  from  17 
service  centers  to  your  cus- 
tomers on  open  account  and 
we  pay  you  daily  on  all  orders. 
Details  and  sample  catalog 
free.  Write: 

Halt  ProducU  Division, 
930  Clocktower  Parkway, 
New  Port  Richey,  Fla.  33552. 


HOME  IMPORT 
MAIL  ORDER  BUSINESS 

g  earnings  in  profitable  hobby  or 
.irement  project.  Deal  direct  with 
erseas  suppliers.  Tax  free  travel, 
iwest  products  at  fraction  U.S. 
st.  200%  or  more  profit.  Full  time 
i  few  hours  a  week.  No  product 
/estment.  No  costly  middlemen, 
mous  world  trader  starts  you. 
ae  report  "How  to  Import  and 
port".  Write  Mellinger.  Dept. 
595,  Woodland  Hills,  CA  93167. 


TRAVEL 


Sail  a  tall  ship 

'  o  small  Caribbean  islands. 
6  or  14  days  from  $290. 

Write  for  free  Adventure  Booklet 
Box  120  Dept.  346 
Miami  Beach.  Fla.  33139. 

UMndfrMTWiw  fx 


SAVE  UP  TO  50%  -  at  hundreds 
[nationally  known  hotels  and  mo- 
is  in  over  200  cities.  A  necessity 
r  the  once  a  year  traveler  as  well 
the  frequent  business  traveler, 
rite  for  information: 
INTERNATIONAL  TRAVEL  CARD 
P.O.  Box  716,  Dept.  41 
Binghamton,  NY  13902 
(607)  722-2177 


CAPITAL  &  INVESTMENT 
 OPPORTUNITIES  

$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details.  AA  Oil  & 
Gas  Inc.,  2051  East  Camelback 
Road,  Phoenix,  Arizona  85016.  (602) 
955-7600. 

ROCKY  MOUNTAIN  OIL  STOCKS 
SPECIALIST 

We  specialize  in  low-priced 
over-the-counter  Energy  issues, 
for  FREE  BROCHURE 
Telephone  or  Write: 
RALPH  NEWTON,  President 
Mountain  Pacific  Investment  Co. 
3613  West  Bowles  Ave. 
Littleton,  Colorado  80123 
Tel  (303)  795-6556 

DIAMONDS 

EMERALDS 
RUBIES 

SAPPHIRES 

Quality  stones  for  investment  at 
very  reasonable  prices.  All  dia- 
monds are  sold  with  a  quality 
analysis  report  from  the  world's 
leading  grading  laboratory 
DERS  CALIFORNIA 
16901  Algonquin,  Huntington  Beach, 
California  92649  (714)  846-3143 

MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

•  We  maintain  profiles  on  hundreds 
of  professional  representatives  in 
all  fields.  U.S.  and  foreign  coun- 
tries. No  charge  service  to  manu- 
facturers. •  Monthly  Newsletter, 
Tax  Letter,  Bulletins,  and  many 
special  benefits  for  reps  and  manu- 
facturers. Details:  808  Broadway, 
Dept.  9  Kansas  City,  Missouri  64105 


BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter,  Dept.  178A. 
23573  Prospect  Avenue,  Farming- 
ton,  Michigan  48024. 

MONEY  TO  LOAN 


CAPITAL  $$  AVAILABLE!! 

Business  Loans,  New  Ventures, 
Expansions,  Operating  Capital. 
BROKERS  INVITED  &  PROTECTED! 
Dept.  #28,  Box  5470 
Cleveland,  OH  44101 
ph.  (216)  521-3735  or  961-9100 
STULL  &  CO.,  Since  1870 


COURSES/SEMINARS/ 
TRAINING  PROGRAMS 

New  Stock  Market  Course! 

"How  To  Average  $1,000  A  Week 
(Or  More)  In  The  Stock  Market 
(Bear  or  Bull)."  Send  today  for  free 
eye-opening  brochure! 

Mariner  Financial  Corporation 
925  L  STREET,  Suite  850B 

Sacramento,  California  95814. 


REAL  ESTATE 


IF  YOU  LIKE... 
WOODS 
HILLS 

STREAMS 

You'll  love  our  FREE  Spring  Cata- 
log. Thousands  of  Farms,  Ranches, 
Country  Homes  described,  pictured. 
Excitement  in  the  Countryside  - 
All  Across  America.  Your  STROUT 
Catalog  Mailed  FREE. 

STROUT  REALTY,  Inc. 

60  E.  42nd  ST.  (Dept.  172) 
New  York,  NY  10017 


Looking  for  dramatic  capital  appreciation7 

INVEST  IN  CANADIAN 
ACREAGE  from '47  AN  ACRE 

A  12-year  record  of  excellent  per- 
formance to  Investors:  Participate 
tor  potential  profits. 


ONE  YEAR  EXCHANGE  PRIVILEGE 


Free  catalogue  write: 

CANADIAN  ESTATE  Dept.  fob 

286LawrenceAve  W.Toronto.Ont. Canada  M5M3A8 


FREE  CATALOG 

Big,  Free  Summer  1977  Catalog  de- 
scribes and  pictures  more  than 
2,500  farms,  ranches,  acreages, 
recreational  properties,  businesses, 
town  and  country  homes  in  39 
states  coast  to  coast!  Please  spec- 
ify type  and   location  preferred. 

UNITED  FARM  AGENCY 
612-Y  W.47th,  Kansas  City,  MO  64112 


PROPERTY  FOR  SALE 

HAWAIIAN  ACRE 

Beautiful,  warm,  temperature  70, 
fuel  free,  lease,  four  year  old  home, 
landscaped,  magnificent  view, 
$125,000  by  owner.  Property  pro- 
ducing an  income  of  $7000.  End 
freezing  and  fuel  worries,  quiet 
country  living,  20  minutes  from 
Honolulu.  Write  now:  Paradise, 
Box  27042,  Honolulu  96827.  Phone 
808  259-7236.  Courtesy  to  brokers. 

EMPLOYMENT  SERVICES 

UNDER  PAID?  OVER  PAID? 

What  am  I  worth  to  this  company? 
What  will  I  be  worth  to  another 
company  -  if  -  I  need  to  make  a 
change-Executive  Salary  Analysis 
booklet  lets  you  make  an  appraisal 
of  your  worth  and  your  salable 
talent.  Send  $3.95  to: 
Executive  Salary  Research  Co. 
Dept.  FC-477 

P.O.  Box  832  -  Lima,  Ohio  45802 


Serving  You  a 
Better  UJau 

through  franchisee) 
offices  from 
coast  to  coast. 


Realty  USA 

38S5  Lucas-Hunt  Road  •  St.  Louis,  MO  63121 


WEST  CENTRAL  FLORIDA 

Farms  -  Ranches  -  Homes  -  Wat- 
erfront -  Business  -  Investment 
Property.  Various  sizes;  types;  lo- 
cations; prices.  Contact: 

Ruth  NEW-LANDS  Inc. 
Reg.  Real  Estate  Broker 
Hwy.  50  E.,  P.O.  Box  536,  Brooks 
ville.  FL  33512.  Office  (904)  796- 
4905.  Aft.  Hrs.  (904)  796-4058.  Free 
Brochures. 

VIRGINIA— MOUNTAIN  HIDE-AWAY 

A-Frame  Chalet  with  4BR,  3FP,  4 
car  garage,  complete  privacy  on  5 
acres  with  70  mile  view.  This  cus- 
tom bilt  year-round  home  has  over 
3,000  sq.  ft.  and  is  located  off  Blue 
Ridge  Parkway  near  Cascade 
Mountain  Ski  Resort  in  Virginia. 
$79,500  with  good  take  over  loan. 
P.O.  Box  13024,  Roanoke,  Va.  24030. 

Rainbow  Homes  of 
Southern  Colorado  Inc. 

Builder  —  Custom  Homes  /  Cabins 
In  the  San  Luis  Valley  &  Sangre 
de  Cristo  Mountains 
in  Southern  Colorado 
Estimates  /  Brochures  on  Request. 

MIKE  G.  FOLSE,  P.O.  Box  152 
LA  VETA,  COLORADO  U.S.A.,  81055 
(303)  742-3682 


COLORADO  SPRINGS 

Will  joint  venture  on  410  acres 
prime  commercial  and  multi-family 
land  within  8  blocks  of  downtown 
Colorado  Springs  (9th  fastest  grow- 
ing U.S.  city,  4-million  annual  visi- 
tors, newly  named  U.S.  Olympic 
training  site).  Considerable  frontage 
on  U.S.  24  (route  to  Pikes  Peak). 
Overlooking  city.  $1  per  sq.  ft., 
only  6%  cost  of  downtown  land, 
40%  of  outlying  commercial  land. 
Package  includes  12-million  tons  of 
gold  mill  tailings  containing  approx. 
600,000  oz.  gold  and  2,000,000  oz. 
silver.  Preliminary  engineering  and 
research  completed.  Projected  re- 
turns substantial. 

GOLD  HILL  MESA  CORP. 
1624  S.  21st  St.,  Colorado  Springs, 
Colorado  80904     (303)  633-2608 


Mountain  valley  ranch  near  Yellow- 
stone Park.  Fully  staffed  with  ex- 
perienced personnel,  stocked  with 
top  quality  cattle,  sheep  and  quar- 
ter horses.  Wildlife  abounds.  Over 
70,000  acres,  27,100  deeded.  Terri- 
torial water  rights.  Turnkey  pack- 
age $3,750,000;  optional  producing 
mineral  interestadditional  $600,000 
For  sale  by  owner.  Ph  307/587-4216 
or  Box  69,  Cody,  WY  82414. 

MGM'T  &  SALES  MEETINGS 


REACH  THE  AFFLUENT  IN 

FORBES  CLASSIFIED 
One  out  of  every  13  FORBES 
subscribers  is  a  millionaire 


IRBES:  CAPITALIST  TOOL 


My  son  finally 
understands  me. 


"And  it  happened  last  week. 
Ronnie  came  home  from  a  J  A 
meeting  complaining  of  how  the 
cost  of  high-tungsten  steel  had 
risen,  causing  a  five  cent  increase 
in  a  tiny  part  of  a  product  he  was 
manufacturing. 


"I  had  a  similar  problem  last 
year  and  told  him  that  he  could 
substitute  a  carborundum  alloy 
for  half  the  price. 

"Well,  we  talked  till  midnight 
and  we've  been  talking  ever  since. 
And  not  just  business,  but  about 


sports,  school,  even  a  girl  he'd 
met  at  J  A  who's  on  the  board  of 
directors  with  him. 

•  "I've  never  been  so  proud  of 
my  boy. 

"And  he  tells  me  he's  never 
been  so  proud  of  me." 


Help  our  youth  get  started.  Help  them  understand  American  business. 
Give  us  your  time,  your  money,  or  your  people 
who  can  help  advise  and  work  with  the  Achievers  at  J  A . 


Contact  your  loc  al  Junior  Achiev  ement  office  for  more  information  as  to  how  you  can  help 
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—-I  i  on  the 

I  hOUghtS . . .  Business  of  Life 


An  everlasting  Now  reigns 
in  nature,  which  hangs  the  same 
roses  on  our  hushes  which  charmed 
the  Roman  and  the  Chaldean 
in  their  hanging  gardens. 
Ralph  Waldo  Emerson 


Why,  for  instance,  is  it 

acceptable  for  a  government 

to  maintain  a  Department  of  War  and 

not  maintain  a  Department  of  Art? 

William  Saroyan 


Our  Creator  would  never  have 
made  such  lovely  days, 
and  given  the  hearts  to  enjoy 
them,  unless  we  were  meant 
to  be  immortal. 
Nathaniel  Hawthorne 


Everyone  carries  his  own 
inch-rule  of  taste  and  amuses 
himself  in  applying  it 
triumphantly  wherever  he  travels. 
Henry  Adams 


Music,  to  a  nice  ear,  is  a 
hazardous  amusement,  as  long 
attention  to  it  is  very  fatiguing. 
William  Cullen 


Hear  the  music  of  voices, 
the  song  of  a  bird,  the  strains 
of  an  orchestra  as  if  you  would 
be  stricken  deaf  tomorrow. 
Helen  Keller 


Beauty  is  only  that  which 
makes  all  things  as  they  are  in 
their  proper  and  perfect  nature. 
John  Dryden 


1  omit  the  unusual— the  hurricane 
and  earthquakes— and  describe 
the  common.  This  has  the 
greatest  charm  and  is 
the  true  theme  of  poetry. 
Henry  David  Thoreau 


We  cultivate  refinement 

without  extravagance  and  knowledge 

without  effeminacy;  wealth  we 

employ  more  for  use  than  for  show, 

and  place  the  real  disgrace  of 

poverty  not  in  owning  to 

the  fact  but  in  declining  the 

struggle  against  it. 

Pericles 


More  of  us  might  live  up  to  our 
ideals  if  we  knew  what  they  were. 
Arnold  Glasow 


To  look  well  is  to  see,  but 

to  perceive  not  is  to  be  a  clod. 

Charles  B.  Rogers 


The  man  or  woman  who  has  "heart" 

can  adorn  the  mansion  house 

of  his  memory  with  treasures  richer 

than  those  of  Golconda,  with  images 

more  beautiful  than  the  paintings 

and  the  statuary  of  the  ancients. 

The  priceless  things  of  life,  happily, 

are  as  accessible  to 

the  poor  as  to  the  rich.  They 

are  without  money  and  without  price. 

B.C.  Forbes 


How  many  fancy  they  have  experience 
simply  because  they  have  grown  old. 
Stanislaus  Lec 


Mankind  are  always  happier 
for  having  been  happy;  so  that 
if  you  make  them  happy  now, 
you  make  them  happy  twenty  years 
hence  by  the  memory  of  it. 
Sydney  Smith 


A  dwarf  is  small, 
even  if  he  stands  on  a  mountain; 
a  colossus  keeps  his  height, 
even  if  he  stands  in  a  well. 

Seneca 


As  we  advance  in  life,  the  circle 
of  our  pains  enlarges,  while 
that  of  our  pleasures  contracts. 
Anne  Swetchine 


Philosophy  is  nothing 
but  discretion. 
John  Selden 


There  are  more  things  in  heaven 
and  earth,  Horatio,  than  is 
dreamt  of  in  your  philosophy. 
William  Shakespeare 


You  breathe  the  air  that 
encompasses  you.  Think  likewise 
of  the  all-encompassing  mind. 
Mind  power  is  no  less  all-pervadinj 
and  diffused  for  him  who 
can  draw  therefrom  than  is 
the  atmosphere  for  respiration. 
Marcus  Aurelius 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  arc 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text  .  . 


Sent  in  by  S.C.  Grumbles,  Lancaster, 
Ohio.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Remove  far  from  me  vanity  and  lies 
give  me  neither  poverty  nor  riches 
feed  me  with  food  convenient  for  me 
Proverbs  30:8 
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When  you  finally  get  to  where  you're  going,  we've  got  your  watch. 

A  Rolex  may  be  the  finest  functional  object  you  will  ever  own.  Because  it  is  more  than  a  machine. 
A  Rolex  is  a  handcrafted  work  of  art.  %  If  you  have  put  your  life  together  with  the  same  care,  the  same 
consistency  and  dedication  —  then  Rolex  ought  to  be  part  of  that  life.  ^  Maybe  a  Rolex  won't 
give  you  the  thrill  and  satisfaction  that  comes  with  winning  golf's  U.S.  Open.  But  its  close. 

•f 

ROLEX 

he  Rolex  Oyster  Perpetual  Superlative  Chronometer  Datejust  with  matching  Jubilee  bracelet.  In  steel,  $435;  in  steel  and  14IU.  gold,  $775;  in  i8l<t.  gold,  $3100. 
Write  for  free  color  brochure:  Rolex  Watch  U.S.A.,  Inc.,  Dept.  P-ioo,Rolex  Building,  665  Fifth  Avenue,  New  York,  NY.  10022. 
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Johnson  Controls  makes 
buildings  earn  more— especially  those 
with  costly  energy  problems. 


We  specialize  in  automated  building  controls.  We  do  the  whole  job- 
design,  installation,  service-with  our  own  people.  Results?  See  below. 


Energy  costs  slashed  $120,000  a  year 

At  TRW's  18-building  Office/Research/Manufac- 
turing facility  in  California,  JC/80  computerized 
control  now  governs  75%  of  the  2,500,000-sq.  ft. 
complex.  First  year  predictions  show  $120,000 
savings  in  fuel  and  electricity.  Send  for 

Job  Report  77-28. 


Saves  energy  for 

three  generations  of  buildings. 

This  66-year-old  building  is  the  Harris  Bank's  third 
Chicago  building  to  utilize  a  single  JC/80  computer 
for  energy  management.  The  others: 
a  38-story  high-rise  built  in 
1975  and  a  23-story 
building  built  in  1960. 
Send  for  Job  Report  77-27. 


All-electric  building  saves  25%. 

To  combat  rising  costs  and  Buffalo  winters, 
a  Johnson  Controls  JC/80  energy  saving 
system  was  installed  in  the  modern, 
200,000-sq.  ft.  City  Court  Building  of 
Buffalo,  New  York.  Estimated  energy 
savings:  25%.  Send  for  Job  Report  76-20. 


Today,  more  than  one-third  of  all  commer- 
cial, institutional  and  government  build- 
ings in  the  U.S.  employ  some  form  of 
Johnson  controls,  and  Johnson  Controls 
engineers,  in  1 15  offices  across  the  U.S. 
and  Canada,  stand  ready  to  put  their 
expertise  to  work  for  you  — to  make  your 
building  earn  more. 

Send  for  documented  facts  on  how 
we  make  buildings  earn  more. 

Full  details  on  how  we  make  these  build- 


ings earn  more  are  available  to  you  in 
Johnson  Controls  Job  Reports  listing  first 
costs,  operational  savings,  and  names 
of  the  architect,  consulting  engineer  and 
contractor  for  that  project.  Included  are 
the  specifics  of  extra  earnings  that  for 
many  buildings  add  up  to  $1 ,000,000  or 
more.  Write,  describing  your  building,  and 


J 

CONTR 


HNSON 

LS  We  make  buildings  earn  more 


we'll  send  you  documented  reports  on 
similar  buildings  as  well  as  reports  on  the 
buildings  shown  above.  We'll  also  send 
you  'Total  Energy  Management:  an  idea 
book  to  help  you  control 
costs."  Write  direct  to 
Fred  L.  Brengel,  Presi- 
dent, Johnson  Controls, 
inc.,  Reference  R-1, 
Box  423,  Milwaukee, 
Wisconsin  53201. 
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53    Medical  Costs:  Carter  Proposes 

But  too  many  special  interest  groups  seem 
to  object,  all  for  their  separate  reasons. 
So  reform  is  still  some  time  off. 


54    Steel:  McLouth's  Troubles 

It  did  all  the  right  things,  only  to  see 
nearly  all  of  them  turn  out  wrong. 


55    Tender  Offers:  Defending  Gerber 

Its  rejection  of  Anderson,  Clayton's  $40- 
a-share  offer  would  be  more  convincing  if 
management  had  not  been  selling  at  $29. 


56    Marketing:  Hood  Goes  National 

In  which  marketers  Gelsthorpe  and  Fox 
take  a  big  swing  with  a  light  bat.  Is 
frozen  yogurt  enough  to  do  the  trick? 


57    Massey-Ferguson:  Hard-Way  Growth 

It  would  be  nice  to  start  out  with  a  se- 
cure, profitable  base.  But  if  you  don't 
have  it,  you  grow  wherever  you  can. 


59    Computers:  Here  Comes  Japan 

Or  does  it?  The  question  is,  can  subsidies 
and  official  support  win  the  war? 


65    As  I  See  It:  Reforming  British  Labor 

Lord  Robens  feels  that  many  of  Britain's 
unions  should  be  merged  and  the  excess 
leaders  given  public  pensions  if  need  be. 


67    Grow  Chemical:  Living  Up  To  Its  Name 

Why  Russell  Banks  can  claim  to  be  one  of 
the  skilled  acquirers  in  U.S.  business. 


68    Trucking:  Acquisitive  Yellow  Freight 

The  condition  of  a  firm  you're  buying  is 
less  important  than  what  you  do  with  it. 


72    The  Money  Men:  John  Templeton's  Way 

You  may  not  see  a  connection  between 
religion  and  investing,  but  Templeton 
does.  His  results  could  make  you  reflect. 
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81    Rail  Mergers:  Stampede  Ahead? 

The  proposed  Frisco-Burlington  North- 
ern merger  makes  good  operating  sense. 
Maybe  that's  why  it  alarms  the  industry. 


84    Guaranteed  Loans:  A  New  Market 

Opened  up  by  the  Small  Business  Ad- 
ministration, a  new  market  in  govern- 
ment-guaranteed securities  is  growing. 


88    Insurance:  Union  Labor  Life 

Yes,  it's  union  owned  and  union  con- 
trolled. But  more  than  that,  it's  about 
the  most  profitable  insurance  company. 


89    Nuclear  Energy:  It's  Wide  Open  Now 

The  U.S.  tried  hard  to  keep  plutonium 
under  close  control,  with  the  best  of  mo- 
tives. But  the  policy  is  coming  unstuck. 


91    U.S.  Nuclear  Policy:  Self-Defeating 

What  Washington  gave  the  U.S.  nuclear 
industry  in  early  support  it  seems  to  be 
taking  away  via  restrictive  regulation. 


92    Uranium:  Everybody  Processes  It  Now 

Once  a  U.S.  monopoly,  the  enrichment 
of  uranium  now  teems  with  competition. 


96    Papermaking:  Taking  The  Plunge 

Parsons  &  Whittemore  thinks  there's  a 
paper  shortage  ahead  and  lots  of  wood 
around.  It's  betting  $285  million  on  it. 


105    Fur:  Take  Back  Your  Mink 

Fur  has  been  out  of  fashion  and  the  in- 
dustry depressed  for  so  long  that  the  re- 
cent uptick  seems  like  a  boom. 


112    Big  Ditch:  Alaskan  Water  For  The  U.S.? 

It  would  cost  $150  billion  and  take  at 
least  30  years  to  build,  but  its  promoters 
point  to  some  enormous  benefits. 


117    Ingratitude:  Writers  Versus  Business 

American  writers  have  always  bitten  the 
hand  that  feeds  them,  says  the  New  York 
Times's  chief  cultural  correspondent. 


129    Numbers  Game:  Oil  Accounting 

By  seeking  to  impose  the  same  account- 
ing standards  on  big  and  little  oil  com- 
panies, the  accountants  may  harm  both. 
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Johnson  Controls  makes 
buildings  earn  more— especially  those 
with  costly  energy  problems. 


We  specialize  in  automated  building  controls.  We  do  the  whole  job- 
design,  installation,  service -with  our  own  people.  Results?  See  below. 


Energy  costs  slashed  $120,000  a  year. 

At  TRW's  18-building  Office/Research/Manufac- 
turing facility  in  California,  JC/80  computerized 
control  now  governs  75%  of  the  2,500,000-sq.  ft. 
complex.  First  year  predictions  show  $  1 20,000 
savings  in  fuel  ^^-^^  and  electricity.  Send  for 

Job  Report  77-28. 


Saves  energy  for 

three  generations  of  buildings. 

This  66-year-old  building  is  the  Harris  Bank  s  third 
Chicago  building  to  utilize  a  single  JC/80  computer 
for  energy  management.  The  others: 
a  38-story  high-rise  built  in 
1975  and  a  23-story 
building  built  in  1960. 
Send  for  Job  Report  77-27. 


All-electric  building  saves  25% 

To  combat  rising  costs  and  Buffalo  winters, 
a  Johnson  Controls  JC/80  energy  saving 
system  was  installed  in  the  modern, 
200,000-sq.  ft.  City  Court  Building  of 
Buffalo,  New  York.  Estimated  energy 
savings:  25%.  Send  for  Job  Report  76-20. 


Today,  more  than  one-third  of  all  commer- 
cial, institutional  and  government  build- 
ings in  the  U.S.  employ  some  form  of 
Johnson  controls,  and  Johnson  Controls 
engineers,  in  115  offices  across  the  U.S. 
and  Canada,  stand  ready  to  put  their 
expertise  to  work  for  you  — to  make  your 
building  earn  more. 

Send  for  documented  facts  on  how 
we  make  buildings  earn  more. 

Full  details  on  how  we  make  these  build- 


ings earn  more  are  available  to  you  in 
Johnson  Controls  Job  Reports  listing  first 
costs,  operational  savings,  and  names 
of  the  architect,  consulting  engineer  and 
contractor  for  that  project.  Included  are 
the  specifics  of  extra  earnings  that  for 
many  buildings  add  up  to  $1 ,000,000  or 
more.  Write,  describing  your  building,  and 

JOHNSON 


CONTROLS 


we'll  send  you  documented  reports  on 
similar  buildings  as  well  as  reports  on  the 
buildings  shown  above.  We'll  also  send 
you  "Total  Energy  Management:  an  idea 
book  to  help  you  control 
costs.''  Write  direct  to 
Fred  L.  Brengel,  Presi- 
dent, Johnson  Controls, 
Inc.,  Reference  R-1, 
Box  423,  Milwaukee, 
Wisconsin  53201. 


We  make  buildings  earn  more. 
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Perhaps 
the  best  investment 
you  can  make  in 


Tax-Free  Municipals. 


I 

i 


1 


Tax-free 
income  from  a 
continuously 
managed 
portfolio  of 
municipal 
bonds 
without  any 
sales  charge. 


We  consider  Fidelity  Municipal  Bond  Fund  a  bench 
mark,  a  basis  for  comparison. 

First,  we  believe  The  Fund  can  generate  more  tax- 
free  income  *  for  you  because  our  management  fee  is  low. 

Moreover,  ours  is  the  first  continuously  managed, 
open-end  municipal  bond  fund  without  a  sales  charge 
or  redemption  fee. 

This  can  represent  a  sub- 
stantial savings  when  com- 
pared to  municipal  bond  invest- 
ments with  a  sales  charge. 

Other  advantages  are 
listed  in  the  box. 


Call  Free 

(800)225-6190 


In  Mass. Call  Colled  (617)726  0650 


Fidelity  Municipal  Bond  Fund 
offers  these  principal  benefits. 


1.  No  sales  charge  or 
redemption  fee. 

2.  Daily  liquidity. 

3.  Continuous 
management. 

4.  Low  management 
fees. 

5.  Daily  tax-free 
income. 

6.  Tax- free  com- 
pounding of  income. 


7.  Diversification. 

8.  Daily  price 
quotations. 

9.  Complete  record- 
keeping assistance. 

10.  No  coupons  to  clip. 

11.  Telephone 
withdrawal  and 
exchange  privileges. 

12.  An  established 
portfolio. 


The  initial  investment 
requirement  is  $2,500. 

Our  free  booklet  contains 
additional  facts  about  this  attrac- 
tive investment  opportunity. 

Write  or  call  today. 


*  While  a  substantial  portion  of  the  income  will  be  exempt  from  Federal 
income  tax,  investors  may  be  subject  to  some  state  or  local  tax. 


Box  832.  Dept.  FF70515 
82  Devonshire  St.,  Boston,  Mass.  02103 

I  For  more  complete  in- 
|  formation,  including 
_  management  fees,  other 

I  charges  and  expenses, 

1  please  write  or  call  for  a 
H  prospectus.  Read  it 
■  carefully  before  you  in- 

|  vest  or  send  money. 

I 
I 

I  

jj^^ver  $3  billion  of  assets  under  management^Jj 


Name 


City  State  Zip 

FIDELITY  GROUP 


Where  there  are  open  minds 
there  are  endless  opportunities. 


Nothing  is  impossible  to  an 
open  mind.  It  is  filled  with 
optimism  that  sees  opportunity 
for  progress  everywhere. 

To  an  open  mind, 
communication  is  an  invaluable 
tool  that  allows  the  exchange  of 
ideas  and  information  from  which 
progress  comes.  Communication 
nurtures  an  open  mind  with 
new  thoughts  and  perspectives. 

We  are  United  Telecom 
and  we  are  in  the  business  of 
communications.  We  operate 
United  Telephone,  the  nation's 
3rd  largest  telephone  system. 
And  every  day  we  help  millions 
of  open  minds  communicate  in 
nearly  3,000  communities  in 
21  states. 

At  United  Telecom,  we  are 
helping  to  give  open  minds 
a  voice. 


United  Telecom  i 

United  Telecommunications,  Inc.  I 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


United  Telecommunications,  lnc  .  PO  Box  11315,  Pla2a  Station.  Kansas  Gty.  Missouri  64112  United  Telecom  companies:  United  Telephone 
System.  United  Computing  Systems.  North  Electric  Company  New  York  Stock  Exchange  Symbol:  UT  Newspaper  listing:  UniTel 


Why  Puerto  Rico  offers 
manufacturers  the  world's  best 
investment  climate 


I  former  Fortune  magazine 
iitor,  Max  Ways,  tells  how  this 
Jnited  States  bland  has  been 
ble  to  develop  "the  world's 
lost  successful  program  of 
tdustrialization" 

Read  his  report.  Then  send 
1  the  coupon  for  details. 

Businessmen  are  becoming 
1  more  aware  that  their  costs  are 
rgely  determined  by  the  political 
\d  social  climate  of  areas  where 
ley  operate. 

"In  many  parts  of  the  world, 
lcluding  some  states  of  the  U.S., 
usiness  is  regarded  as  an  enemy  or  as 
le  easiest  target  of  taxation.  Not  so 
1  Puerto  Rico. 

$5.5  billion  invested 

Since  the  1940's  Puerto  Rico's  peo- 
le  and  leaders  have  made  an  intense 
id  successful  effort  to  industrialize 
leir  Island— to  attract  manufacturers 
ad  to  hold  them.  Over  a  hundred 
3rporations  in  the  Fortune  500  now 
ave  plants  in  Puerto  Rico.  All  told, 
5.5  billion  of  investment  in  almost 
,800  plants  has  been  made  in  Puerto 
.ico  since  the  industrialization  pro- 
ram  began. 

"By  the  terms  of  this  program, 
uerto  Rico  is  a  full  participant  in  the 
J.S.  economy.  Goods  made  in 
uerto  Rico  enter  the  mainland 
'ithout  tariffs  or  restrictions. 

Free  of  U.S.  taxes 

But  the  plants  that  make  the  goods 
re  free  of  U.S.  taxes.  Moreover,  fac- 
ades locating  in  Puerto  Rico  are 
ranted  up  to  30  years  of  immunity 
'om  Island  taxes. 

"In  some  countries,  the  invita- 
ion  to  business  is,  in  reality,  no  more 
rian  a  transparent  sticker  pasted  on 


by  Max  Ways 


Max  Ways  tells  how  Puerto  Rico's 
free  enterprise  industrialization  program  helps 
attract  manufacturers  —and  keep  them. 

an  unmistakable  socialist  policy. 

"In  no  case,  except  that  of  Puerto 
Rico,  has  a  program  of  attracting 
business  been  the  heart  and  center  of 
a  government's  economic  policy  for  a 
whole  generation. 

More  than  tax  breaks 

"Industrial  managers  I've  talked  to 
praise  Puerto  Rican  workers.  'They 
are  eager  to  learn.'  'Productivity  is 
high.'  'They  get  involved  in  the  job.' 

"Such  comments  signify  that  'the 
climate'  reaches  deeper  than  govern- 
mental policy. 

"And  this  climate  will,  I  believe, 
persist  for  many  years.  Puerto  Ricans 
aren't  likely  to  forget  what  free  enter- 
prise has  done  for  them. 

"It  has  created  400,000  jobs,  rap- 
idly raised  the  standard  of  living  and 
transformed  their  society  from  stag- 
nation to  dynamism. 

"In  spite  of  this,  unemployment 
is  still  high— three  times  that  of  the 
mainland.  But  industrialization  has 
justified  Puerto  Ricans'  political  and 
economic  hope  for  the  future  and 
their  faith  in  free  enterprise. 

"In  short,  Puerto  Rico  offers 
U.S.  manufacturers  the  world's  best 


business  climate— and  there  is  every 
reason  to  believe  this  deep-seated 
attitude  will  continue. 

Puerto  Rico's  incentives 

Here's  what  you  can  get  when  you  set 
up  a  plant  in  Puerto  Rico: 

1 . 1 00%  tax  exemption.  There  are 
no  Federal  taxes  on  corporate  profits, 
no  local  taxes  on  corporate  income. 

2.  Repatriation  of  profits  to  the 
mainland.  Under  existing  Federal  and 
Puerto  Rican  law,  you  may  repatriate 
all  profits  free  of  taxes  at  the  end  of 
your  exemption  period  of  10  to  30 
years.  Or,  pay  a  7%  to  10%  tax  to 
Puerto  Rico  and  repatriate  your  prof- 
its any  time. 

For  immediate  action 

Call  our  industrial  representative 
nearest  you.  New  York:  (212)  245- 
1200;  Atlanta:  (404)  577-7345;  Bos- 
ton: (617)  262-1310;  Chicago:  (312) 
565-0910;  Los  Angeles:  (213)  553- 
6393;  Dallas:  (214)  387-0267. 


Send  for  free  fact  file 

Puerto  Rico 

Economic  Development  Administration 
Dept  FB-25, 1290  Ave.  of  the  Americas 
New  York,  N.Y.  10019 

I'd  like  to  know  more  about  the  promising 
investment  climate  in  Puerto  Rico. 

Please  send  me  a  free  copy  of  your  "Fast 
Facts  About  Profits  &  Puerto  Rico." 

The  products  I  might  be  interested  in  man- 
ufacturing in  Puerto  Rico  are: 


Name. 
Title_ 


Company- 
Address  

City  


State 


.Zip. 
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fou  re  in  good  company  in  Puerto  Rico,  U.S.A.  allied  chemical  •  amp  •  beckman  instruments  •  block  drug  •  carbo- 

UNDUM  •  CHESEBROUGH-POND'S  •  CHEVRON  CHEMICALS  •  CLOROX  •  CONAGRA  •  ECHLIN  MANUFACTURING  •  EMERSON  ELECTRIC  •  ESMARK 
IRESTONE  TIRE  &  RUBBER  •  GTE  SYLVANIA  •  GILLETTE  •  HANES  •  INTERNATIONAL  PAPER  •  JANTZEN  •  MOTOROLA  •  OMARK  INDUSTRIES  •  PFIZER 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 

$300,000,000 

Shell  Oil  Company 

8%  Debentures  Due  2007 

Interest  payable  April  15  and  October  15 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORATION  GOLDMAN,  SACHS  &  CO. 
MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH  SALOMON  BROTHERS 

Incorporated 

BACHE  HALSEY  STUART  INC.  BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated 

DREXEL  BURN  HAM  LAMBERT  HORNBLO  WER  &  WEEKS-HEMPHILL,  NO  YES 

Incorporated  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABOD  Y  &  CO.  KUHN  LOEB  &  CO. 

Incorporated  Incorporated 

LAZARDFRERES&CO.  LEHMAN  BROTHERS  LOEB  RHOADES  &  CO.  INC. 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  RE  YNOLDS  SECURITIES  INC. 

Incorporated 

SMITH  BARNEY,  HARRIS  UPHAM  &  CO.  WARBURG  PARI B AS  BECKER  INC. 

Incorporated 

WERTHEIM&CO.,INC.  WHITE,  WELD  &  CO.  DEAN  WITTER  &  CO. 

Incorporated  Incorporated 

April  15, 1977. 


Hrector's  &  Officer's  Insurance, 
i  For  embattled  boardrooms* 


py're  coming  at  you  from  all  sides, 
ing  accusations.  Anti-Tnist 
Attempted  mergers.  Alleged 
p  waste.  Improper  use  of  funds, 
it  management. 

viously  directors  and  officers  need 
otection  they  can  get.  And  that's 
nerican  Home/National  Union 
doing  for  so  many  major  corpora  - 
the  past  10  years. 
:k  in  1 967  we  were  one  of  the  first 
)&0  insurance.  And  we're  not 


only  still  writing  it  today,  we're  writing 
more  of  it  domestically  than  anybody  else. 
We  have  the  experience  and  the  expertise 
to  give  any  size  company  the  kind  of 
coverage  it  needs.  We'll  do  everything 
possible  to  protect  you  against  the  slings 
and  arrows  of  stockholders  and  outrageous 
fortune.  As  long  as  you  meet  our  under- 
writing standards.  We  welcome  inquiries 
from  any  licensed  agent  or  broker.  You 
don't  have  to  be  a  regular  producer  to 
place  business  with  an  AIG  company. 


American  Home  Assurance  Company 
National  Union  Fire  Insurance 
Company  of  Pittsburgh,  Pa. 

Dept.240-705-88,102  Maiden  Lane,  New  York,  NY.  10005 
Please  send  me  information  about  your  D&O  Liability  Insurance. 

Name  

Company  

Title  

AJJress  

City  


J>h,- 


^State_ 


>|FHJk  Membei  C  i  impaniesi  it 

rlL   r  American  International  Group 
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Five  Hundred 
With  An  "S" 

What's  the  difference  between  the 
Forbes  500s  and  the  Fortune  500, 
besides  the  extra  "s"?  Two  things: 

1)  Whereas  Fortune  assumes 
that  the  size  of  a  business  is  best 
measured  by  its  sales  volume, 
Forbes  realizes  that  a  company 
can  have  a  large  sales  volume  and 
yet  may  employ  relatively  few  as- 
sets and  earn  a  relatively  small 
profit.  Is  such  a  company  really 
big?  We  doubt  it.  Therefore,  we 
measure  bigness  in  four  ways:  by 
sales,  profits,  assets  and  stock  mar- 
ket value.  (This  year,  too,  we 
show  the  500  largest  employers.) 
A  company  that  makes  one  Forbes 
list  doesn't  necessarily  make  all  of 
them.  A  total  of  800  companies  ap- 
pears on  one  or  more  of  the 
Forbes  500s  this  year. 

2)  Fortune  lists  only  "industrial" 
companies— broadly  defined— in  its 
main  list.  Forbes  feels  this  is  an 
artifical  distinction  in  this  day  of 
diversification  and  conglomeration. 
Therefore,  our  500s  include  all  cor- 
porations:    industrial,  financial, 


transportation,   retailing,  utilities. 

To  sum  up:  We  believe  our 
method  of  measuring  the  dimen- 
sions of  American  industry  is  both 
more  accurate  and  more  compre- 
hensive than  the  rival  method.  The 
results  appear  on  the  following 
pages.  Judge  for  yourself. 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave.,  New  York,  N.Y.  10011 


PAID  CIRCULATION  OVER  650,000 


It  was  reading  a  Side  Lines  similar 
to  this  one  in  the  Jan.  1,  1973  is- 
sue that  prompted  Robert  M.  Ster- 
enson, then  a  securities  analyst  for 
Value  Line,  to  send  his  resume  to 
Forbes.  It  was  a  whim.  "Forbes," 
Sterenson  says,  "sounded  like  a 
good  place  to  work."  Within  a  year, 
Bob,  then  27,  was  heading  up 
Forbes'  Statistical  Department, 
which  gathers  numbers  and  turns 
them  into  meaningful  information 
for  use  by  Forbes  editors. 

For  the  Annual  Directory  his 
six-person  statistical  department 
(along  with  up  to  five  temporary 
workers)  sends  out  questionnaires 
and  requests  for  annual  reports  to 
1,181  companies.  The  material  is 
then  fed  into  our  computer. 

"We  could  really  fill  out  the 
questionnaires  ourselves  from  the 
information  in  annual  reports,"  says 
Sterenson,  a  precise,  unexcitable 
man,  "but  we  like  to  check  one 
against  the  other. 

"There  are  always  a  few  dozen 
companies  who  don't  respond  at  all. 


When  we  telephone  them,  we  us- 
ually get  answers  like:  'Well,  our 
audit  committee  is  just  meeting  and 
we  haven't  released  any  figures  yet.' 
Sometimes  it  gets  pretty  hairy— like 
when  we  are  sending  copy  to  the 
printer  while  last-minute  informa- 
tion is  still  coming  in." 

Then  there's  the  problem  of  in- 
correct information.  One  company, 
for  example  (luckily  the  only  ex- 
ample), supplied  the  wrong  figure 
for  depreciation.  "When  we 
checked  their  annual  report,  which 
we  got  a  week  later,  we  discovered 
their  mistake— they  still  don't  know 
how  they  made  it.  Their  figure 
gave  us  an  incorrect  number  for 
cash  flow— profits  plus  deprecia- 
tion—so we  had  to  change  the 
ranking  of  22  companies." 

Having  finally  okayed  the  statisti- 
cal galleys  for  our  Ninth  Annual 
Directory  Issue,  Sterenson  and  his 
crew  early  tins  month  were  getting 
ready  for  their  next  major  chore: 
the  statistical  content  of  our  July  1 
special  report  on  banking.  ■ 
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cbu  get  more  work  out  of  your  copier  by 
pending  less  time  with  the  originals. 


he  people  who  manufacture 
iers  rate  the  speed  of  their 
:hines  by  how  fast  they  make 
ny  copies  from  one  original.  But, 
people  who  use  those  machines, 
't  use  them  that  way  at  all!  Most 
pie  copy  several  originals  at  a 
e.  The  result  is  there's  a  big 
erence  between  "rated"  time 
I  "real"  time.  That  difference  is 
time  wasted  positioning 
{inals,  opening  and  closing 
ers,  pushing  buttons,  waiting  for 
h  copy  cycle  to  complete, 
,  etc. 

"he  new  Savin  780  plain  paper 
ier  lives  up  to  its  rating  of  20 
ies  per  minute.  It  gets  it  out  as 


fast  as  you  can  get  it  in.  Our 
machine  has  a  document  feed  that 
automatically  positions  and  trans- 
ports each  original  through  the 
copier.  There  are  no  buttons  to  keep 
pushing,  no  covers  to  keep  opening 
and  closing  — no  shuffling  of  papers. 
The  Xerox  3100  "rated"  at  20 
copies  per  minute,  the  Xerox  4000 
"rated"  at  45  copies  per  minute  and 
the  Xerox  3600  "rated"  at  60  copies 
per  minute  in  "real"  terms  will  on 
the  average,  copy  only  5  different 
originals  in  a  minute  — and  that's  the 
real  story  on  "real"  time!  When 
you  do  multiple  copies  — the 
advantages  of  the  Savin  780  multiply 
as  well. 


The  Savin  780  plain  paper  copier 
has  a  benefit  of  another  sort. 

Paper  handling  devices  have 
been  available,  as  an  option,  for 
many  years.  With  the  Savin  780,  it's 
standard.  In  addition,  you  don't 
need  expensive  sorter  attachments 
either.  The  Savin  780  not  only 
makes  clean,  clear,  needle  sharp 
copies  every  time,  but  it  returns 
originals  and  copies  to  you 
completely  collated. 

Trade  up  to  the  new  Savin  780, 
today.  You'll  not  only  get  more  for 
your  money  — you'll  spend  much  less 
to  do  it.  Contact  your  nearest  Savin 
representative  or  fill  out  the 
coupon  below. 


THE  SAVIN  780  PLAIN  PAPER  COPIER 


Savin,  Valhalla,  N.Y.  10595  F7515 

□  Please  provide  additional  information  about  the 
Savin  780  Copier. 

Name/Title  

Firm  

Te  lephone  

Address  

City  


_State_ 


_Zip. 


SAVIN 
BUSINESS 
MACHINES 
CORPORATION 


(3  Savin,  and  Savin  logotype  are  registered  trademarks 

of  Savin  Business  Machines  Corporation . 
® Xerox  is  a  registered  trademark  of  Xerox  Corporation. 


**** 


BERGSTRO 


PAPER  COMPANY 

NeenaK  Wisconsin  54956.  Phone  414-725-30T1. 


"Something  tells  me  Spain 
I    is  the  one  convention 
we  shouldn't  have  missed? 


Spain  is  everything  you  could 
k  for  in  a  convention  site. 

Because  we  have  convention 
lis  with  everything  you  could  ask 
The  very  latest  in  audio/visual 
d  translation  equipment.  Gourmet 
staurants,  cocktail  lounges.  And 
Bat  locations  besides. 
And  we  have  everything  you 


could  ask  for  in  hotels.  From  old- 
world  palatial  to  modern  highrise 
With  plenty  of  meeting  halls. 

What  about  sightseeing? 
Recreation?  You  guessed  it.  Every- 
thing you  could  ask  for.  Charming 


cities,  quaint  villages,  spectacular 
scenery.  Golf,  tennis,  skiing  and 
miles  of  beaches.  Along  with  fan- 
tastic food,  nightlife  and  shopping. 

What  more  could  you  ask  for 
except  economy?  And  on  that  score 
Spain  is  a  convention  bargain.  Send 
the  coupon  for  our  free  68-page 
convention  planning  booklet. 


Spain 

Come  to  the  real  Spain*.  ^ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUES  April  22,1977 

$100,000,000 
(1  UV  INDUSTRIES.  INC 

$75,000,000 
8%%  Debentures  Due  April  15, 1997 
Price  99.762% 

plus  accrued  interest  from  April  15, 1977 


$25,000,000 
9V4%  Senior  Subordinated  Notes  Due  April  15, 1987 

Price  100% 

plus  accrued  interest  from  April  15, 1977 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc. 

The  First  Boston  Corporation             Goldman,  Sachs  &  Co.  Lazard  Freres  &  Co. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith       Salomon  Brothers  Bache  Halsey  Stuart  Inc. 

Incorporated 

Bear,  Stearns  &  Co.           Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

Hornblower&Weeks-Hemphill, Noyes    LoebRhoades&Co.  Inc.  ReynoldsSecuritieslnc. 

Incorporated 

Shearson  Hayden  Stone  Inc.          Warburg  Paribas  Becker  Inc.  White,  Weld  &  Co. 
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hd  came  up  with  the  tre 


group  of  companies  can  tell 
ys  to  pay  heed  to  old  adages, 
ially  the  one  that  counsels:  "To 
in  business,  find  and  fulfill  the 

the  people." 

asic/Four  Corporation  for  in- 

tfith  its  famous  BASIC/FOUR* 
tr  system,  fulfilled  the  account- 
nanagement-information  needs 
businesses.  Which  gained  us 
unning  position  in  a  fast-grow- 
cet. 

enesis  One  Computer  Corpora- 

th  its  popular  G77™  Display 
I  and  G-Series  Printer,  fulfilled 


the  need  for  low-cost,  high-performance 
peripherals.  And  put  us  in  the  forefront 
of  another  huge  market. 

Our  Sorbus  Inc.  fulfilled  the  industry's 
need  for  skilled  service  and  mainte- 
nance. Today,  Sorbus  is  America's 
largest  independent  maintenance  or- 
ganization, servicing  thousands  of  end- 
users  of  all  types  of  computer  and 
data-processing  equipment. 

Our  knack  for  finding  and  fulfilling 
needs  has  enabled  us  to  expand  world- 
wide. Through  MAI  International  Cor- 
poration we  market  our  products  in 
over  50  cities  located  in  more  than  25 
countries  abroad. 


Thanks  to  all  the  above,  plus  new 
needs  we're  fulfilling  and  new  areas  , 
we're  developing,  MAI  is  an  exciting 
growth-company  we  think  you'll  wa/it  to 
learn  more  about.  To  fulfill  your  need  , 
for  information  we've  prepared  some  * 
interesting  literature  that's  yours  for  the 
asking. 


MAI 


Management  Assistance  Inc. 

300  East  44th  Street 

New  York,  N.Y.  1 001 7   


Fact  No.  3: 

Our  people 

are 
productive, 
and  proud 

of  it! 

Hundreds  of  Wichita  employers 
substantiate  that  claim. 

Our  labor  force  gives  8  more 
days  of  productive  labor  a  year 
than  the  national  average. 

Labor/management  relations 
are  excellent  Cooperation  is  a 
reality,  not  just  a  goal. 

In  Kansas,  people  have  the  right 
to  work,  and  we  all  benefit  from  it. 

Wichita  has  lots  to  offer  in 
addition  to  productive  labor: 

•  industrial  revenue  bonds 

•  energy 

•  central  location 

•  cooperative  government 

•  and  a  community  where 
labor  and  management 
enjoy  living... and  making  a 
living. 

Come  to  Wichita  and  profit 
with  our  people.  Write  for 
your  Wichita  Factpack  today, 
or  call  collect: 

Jerry  Mallot  (316)  265-7771 
Wichita  Area  Chamber  of  Commerce 
350  West  Douglas  D-FOE 
Wichita,  Kansas  67202 


Right  in  the  center  o!  it  all 


A  joint  message  sponsored  by  the  City  of  Wichita, 
Sedgwick  County,  and  the  Wichita  Area  Chamber  of 
Commerce  —  equal  opportunity  employers. 


Trends  &  Tangents 


Washington 


Watching  The  Watchmen 

The  all-seeing  eye  of  the  internal 
Revenue  Service  occasionally  seems  to 
suffer  a  bit  of  geographic  myopia. 
Consider  that  a  resident  of  the  Reno, 
Nev.  district  is  ten  times  more  likely 
to  have  personal  property  seized  for 
nonpayment  of  taxes  than  a  resident 
of  the  Parkersburg,  W.  Va.  district.  Or 
that  liens  were  placed  against  the 
salaries  of  40%  of  delinquent  tax- 
payers in  Anchorage,  versus  20%  in 
Des  Moines.  Is  a  Nevadan  less  likely 
to  be  honest  than  a  West  Virginian? 
Not  necessarily,  but  he  may  be  richer. 
Former  IRS  Commissioner  Donald  Al- 
exander, testifying  recently  before  the 
House  Ways  &  Means  Committee, 
claimed  the  58  district  offices  vary  in 
the  fines  they  exact  simply  because 
residents  of  some  districts  have  fewer 
assets  from  which  the  IRS  can  collect 
delinquent  taxes.  But  Alexander  de- 
nied that  district  offices  are  required 
to  meet  quotas  of  victims,  or  that  they 
vary  greatly  in  aggressiveness. 


Business 


Turning  On  To  Computer  Heat 

The  heat  from  a  computer  kept 
Citizens  Savings  &  Loan  of  Ports- 
mouth, Ohio  warm  through  the  frigid 
depths  of  last  winter.  When  the  fur- 
nace was  switched  off  as  part  of  an 
energy-saving  experiment,  the  tem- 
perature was  kept  at  a  comfortable 
68  degrees  to  70  degrees  by  venting 
the  computer  heat  through  the  air 
ducts  of  the  four-story  building.  Citi- 
zens found  it  need  run  its  gas-fired 
furnace  only  at  night  to  prevent 
freezing,  thus  cutting  natural  gas 
consumption  by  nearly  50%.  "We  fig- 
ure that  we  saved  approximately 
$2,000  during  December,  January  and 
February,"  says  Vice  President  Henry 
Sullivan.  "That  computer  gives  off 
100,000  BTUs,  or  the  equivalent  of 
two  or  three  house  furnaces." 

Counting  The  Unemployed 

A  new  class  of  individuals  who  are 
"not  seeking  work"  has  increased  the 
unemployment  rate  by  some  2%  per- 
centage points  in  recent  years,  where 
using  the  traditional  definition  would 
have  produced  a  figure  of  about 
5.3%  for  1976,  versus  the  official 
7.7%.  Two  University  of  Miami  econ- 
omists found  the  single  most  impor- 
tant reason  for  the  high  levels  of  post- 


war unemployment  was  "the  than) 
in  certain  welfare  eligibility  requir 
ments."  The  introduction  of  work  re 
istration  requirements  in  the  earj 
1970s,  as  a  condition  for  receivir 
food  stamps  or  other  welfare  benefit 
has  forced  individuals  onto  the  uner 
ployment  rolls  even  if  they  were  n 
seeking  work  and  could  not  accept 
if  offered.  Drs.  Kenneth  W.  Clarksr. 
and  Roger  E.  Meiners  estimate  th 
the  food  stamp  program  alone  inflate 
the  official  count  by  over  1  millic 
last  year.  The  Department  of  Labi 
itself  has  suggested  that  this  work  r 
quirement  might  be  suspended  "du 
ing  periods  of  high  unemploymei 
such  as  we  are  experiencing  curren 
ly."  The  Department  adds:  "It  mak< 
little  sense  to  force  work  registratic 
on  persons  who  are  only  marginall 
employable  when  many  job-read 
persons  are  unemployed." 

Anybody  Home? 

An  Alaskan  oil  rig  far  offshoi 
might  seem  a  hermit's  paradise,  bu 
even  that  sanctuary  will  not  long  h 
spared  the  ringing  of  a  telephom 
Exxon  plans  to  install  satellite  tranj 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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When  your  report  isn't  all  good  news, 
film  is  good  business. 


Present  with  film. 

A  presentation  movie  or  slide 
show  can  help  you  put  your  best  foot 
forward.  It  won't  make  excuses  for  a 
bad  situation,  but  it  can  make  your 
arguments  and  explanations  clear, 
concise,  and  logical. 

Film  can  be  warm,  colorful,  invit- 
ing, and  entertaining.  Even  when  the 
market  isn't. 


And  when  you  consider  the  impact 
you  get  for  your  dollars,  you'll 
realize  that  film  is  as  efficient  as 
it  is  effective. 

For  more  information,  contact  an 
AV  specialist.  Or  get 
in  touch  with  us. 
We'd  like  to  help. 


Eastman  Kodak  Company 

Dept.  A 1043,  Rochester,  N.Y.  14650 

□  Send  me  the  20-page  color  booklet,  VISUAL  LOG, 
which  explains  how  to  produce  movies  and  slides  for 
business,  and  shows  how  they  can  work, 

□  Send  me  a  set  of  five  "Film  is  good  business"  cartoons, 
suitable  for  framing. 

Na  me  

Title  

Company  

Address  

State  Zip  


-City  

.Phone . 





The  Austin 
Method: 

a  remarkably  efficient 
discipline  that  delivers 
facilities  on-time, 
within  budget. 


The  Austin  Method  was 
designed  to  reduce  the 
highest  cost  of  construc- 
tion —  time.  By  cutting 
down  on  time,  your  facility 
is  on-stream  faster.  Your 
interest  on  capital  is  lower. 
Your  return  on  invested 
capital  begins  sooner. 

The  Austin  Method  is  a 
complete  system  of  design, 
engineering  and  construc- 
tion services  developed 
to  offer  facility  owners  a 
single  contract  responsibil- 
ity through  which  Austin 
manages  all  phases  of 
the  job  right  down  to  the 
smallest  subcontractor. 

Austin  engineers  begin 
any  building  program  with 
a  complete  analysis  of  your 
requirements.  Land  surveys.  Site 
evaluation.  Economic  feasibility 
studies. 

Besides  your  future  requirements, 
Austin  studies  your  present  oper- 
ations. Knowing  how  you  work 
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With  traditional  building  construction,  preliminary  design  (A)  and 
detail  drawings  (B)  must  be  complete  before  cost  is  established  (C). 
With  The  Austin  Method,  cost  is  established  during  preliminary  de- 
sign. Construction  (D)  begins  virtually  upon  approval,  thus  reducing 
time  until  occupancy  and  providing  you  with  an  earlier  start-up. 

now  can  make  a  big  difference  in 
building  your  future. 

Unlike  ordinary  construction,  The 
Austin  Method  helps  you  plan  your 
business  as  well  as  your  building. 

While  Austin  engineers  have 


been  studying  how  you 
work,  they've  also  been 
designing  the  way  your  ne 
facility  will  work.  Costs  ha 
been  figured.  So  when  yoi 
see  the  design  proposal, 
you'll  also  see  the  cost. 

And  while  with  conven- 
tional methods,  procure- 
ment bids  would  just  begi 
with  The  Austin  Method, 
construction  can  start. 
Months  have  been  cut  out 
of  the  elapsed  time.  Costs 
have  been  controlled. 

Whether  you  need  a  fac 
ity  for  chemical  processinj 
banking,  broadcasting,  pu 
and  paper,  metalworking, 
food  processing,  The  Aust 
Method  will  deliver  it.  For 
nearly  a  century  we  have 
applied  the  disciplines  of  The 
Austin  Method  in  the  developme 
of  facilities  for  others.  It  works. 

For  further  details,  write 
The  Austin  Company,  Cleveland, 
Ohio  44121. 


THE  AUSTIN 
COMPANY 


DESIGNERS  •  ENGINEERS  •  BUILDERS 


Attention  to  detail  is  the  mark  of  a  taut  ship. 
And  so  it  is  at  The  Atlantic  Companies. 


PHOTO  BY  STANLEY  ROSENFELP 


At  the  Atlantic  Companies  we  take  pride  in  our  attention  to  detail,  well-harbored  resources, 
quick  and  thorough  service,  and  prompt  and  ungrudging  settlements  of  claims.  Insurance  by 
Atlantic  is  available  to  businesses  large  and  small  through  selected  independent  agents  and 
brokers. 

Take  advantage  of  our  skilled  crew.  We've  been  running  a  taut  ship  for  135  years. 


Atlantic  Mutual  Insurance  Company  •  Centennial  Insurance  Company 

Insurance  in  the  seafaring  tradition  since  1842. 
Home  Office:  Atlantic  Building,  45  Wall  Street,  New  York,  N.Y  10005 


How  St.  Regis  made  a  two-by-four  thai 


The  world's  tallest 
tree,  shown  on  the  right, 
is  a  368  ft.  redwood 
in  a  national  park  near 
Eureka,  California. 

And  yet  we  made  a 
two-by-four  that's  400 
feet  long— 32  feet  longer 
than  the  world's  tallest 
tree.  Forty  stories  of 
continuous  two-by-four. 

How  did  we  do  it?  Simple.  We  glued  60 
off-sized  pieces  of  two-by-four  together  with 
hot-glued  finger  joints  like  the  one  shown  at  the 
far  right.  And  then  got  fifty  men  and  women  to 
carry  it  out  into  the  field  below  and  intentionally 
break  it  against  a  tree. 

Our  tests  show  that  the  joints  are  stronger 
than  the  surrounding  wood. 

And,  once  again,  as  you  can  see,  the  two-by- 


four  broke  on  the  surrounding  wood  and  not 
the  joint  itself. 

Theoretically  we  can  make  one  any  lengl 

Tops  in  two-by-fours. 

Of  course,  our  specialty  is  not  400  footei 
but  eight  footers— the  so  called  stud,  the  mail 
support  of  the  home  building  industry.  We're 
one  of  the  largest  makers  of  eight  foot  two-bj 
fours. 

And,  as  in  any  operation  where  the  raw 
material  is  non-uniform,  there's  a  certain  am 
of  waste.  That's  why  we  go  out  of  our  way  to 
use  the  short  leftover  pieces.  It's  our  policy  tc 
use  the  resource  wisely.  So  we're  out  to  use  al 
the  log-100%. 

Everything  including  the  smell. 

One  way  we  have  of  using  the  log  more 
efficiently  is  computerized  cutting. 

A  scanning  device  sizes  up  the  log  as  it 
enters  the  sawmill  and  our  computer  determi 
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ft.  longer  than  the  world's  tallest  tree. 


)  cut  it  to  get  the  most  out  of  it. 
Je  figure  these  new  computerized  sawmills 
ake  the  studmill  as  efficient  as  any  modern 
:acturing  process.  Of  course  in  our 
lills  we  chemically  break  down 
>od,  so  there  we  use 
lly  everything  in  the 
ncluding  the 
cal  components 
wood  that  give 
:e  its  odor.  They 
3  all  kinds  of 
cal  products. 

Growing  in  all  directions, 
/hat's  the  future  of  wood  building  pro- 
?  Are  they  being  replaced  by  synthetics? 
ound  for  pound  wood  has  greater  com- 
on  strength  than  steel.  And  it's  certainly 
workable. 

dso  wood  is  one  of  the  more  efficient 
tors.  A  not  inconsiderable  fact  in  these 
>f  energy  shortage.  And  we're  putting 
chnology  into  making  the  best  possible 
j  wood. 

dso  we  have  a  lot  more  building  products 
wo-by-fours  and  dimension  lumber. 
Vq  make  prestressed  concrete  walls  and 
.  Insulation  and  vapor  barrier  papers.  And 
culverts. 


Technology  and  marketing. 

All  this  reflects  the  marketing  stance  of  St.  Regis 
toward  all  our  packaging,  paper, 
lumber  and  construction  products. 
To  use  the  full  weight  of  our  tech- 
nology in  serving  our  markets  and 
in  renewing  the  forest  resource  our 
products  come  from. 


Serving  Man  and  Nature  to  the  benefit  of  both. 


WL 


Storage  expansion 


Peoples  Gas  to  expand 
8  storage  sites; 

will  add  11%  to  usable 
storage  gas  capacity  this  year. 


One  of  the  ways 
Peoples  Gas  works 
to  supply  gas  energy 
for  14  million  people 
in  Mid-America. 

Deliveries  of  natural  gas  from  the 
Peoples  Gas  system's  underground 
storage  facilities  played  a  significant 
role  in  helping  to  keep  the  upper  Mid- 
west warm  during  the  1976-77  winter 
—one  of  the  coldest  winters  ever 
recorded.  The  drain  on  storage  sup- 
plies was  unprecedented  and  we're 
busy,  right  now,  filling  our  reservoirs 
in  preparation  for  next  winter. 

Peoples  Gas  currently  has  an  aggre- 
gate storage  capacity  of  about  200  bil- 
lion cubic  feet  of  usable  gas,  over  and 
above  "cushion  gas"  requirements. 
During  1977  we'll  be  working  to  in- 
crease that  capacity  by  about  1 1%. 
The  expansion  will  take  place  in  both 
the  supply-area  and  market-area  stor- 
age fields. 

Expansion  of  new  Texas  field 
is  proposed. 

Our  interstate  pipeline  company 
has  filed  a  proposal  with  the  Federal 


Power  Commission  to  expand  its 
supply  reservoir  near  the  town  of 
Longview  in  Harrison  County, 
Texas.  The  proposal  would  expand 
the  fielcf  s  storage  capacity  from  5.9 
to  15  billion  cubic  feet. 

It  will  serve  to  supplement  an  exist- 
ing supply-area  storage  facility  we 
have  near  Sayre,  Oklahoma,  which 
has  a  capacity  of  42  billion  cubic  feet 
of  gas  which  can  be  withdrawn  in 
winter. 

Fields  in  Illinois  and  Iowa 
being  expanded. 

Our  Manlove  Field  underground 
storage  facility  in  north-central  Illinois, 
will  increase  gas  available  for  market 


from  33  to  47  billion  cubic  feet  by  1980. 

Current  plans  call  for  six  other 
market-area  fields  in  Illinois  and  Iowa 
operated  by  our  pipeline  subsidiary  to 
be  expanded  by  a  total  of  14%. 

Storage  stretches  available  supplies. 

Storage  capacity  gives  a  natural  gas 
system  the  flexibility  to  make  maxi- 
mum effective  use  of  the  supplies 
available  to  it.  Customers  benefit  by 
receiving  deliveries  during  the  winter 
months,  when  they  need  them  most. 

Year-by-year  expansion  of  storage 
capabilities  has  helped  Peoples  Gas 
provide  gas  for  14  million  people 
in  the  upper  Midwest.  But  if  s  only 
one  part  of  our  multi-faceted  program 
to  cope  with  the  nation's  growing 
shortage  of  natural  gas. 

For  more  information  concerning 
Peoples  Gas  —  and  to  get  a  better  look 
at  the  dominant  gas  system  in  Mid- 
America  —  send  for  our  Annual 
Report.  Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690. 


Peoples  Gas  Company 

The  gas  system  working  for  Mid-America. 

The  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America,  The  Peoples  Gas  Light  and  Coke  Company,  North  Shore  Gas  Company,  Harper  Oil  Company. 


hearing  one  tree  flush  to  the  ground  as  it  removes  limbs 
)m  another,  our  new  JD743  Tree  Harvester  relies  on  a  trained 
)erator  for  the  first  task  plus  black-box  automatic  sequencing 
r  the  second.  This  high-technology  unit  is  engineered  to  process 
nber  up  to  18  inches  in  diameter  at  the  rate  of  2  trees  per  minute, 
shifts  per  day,  in  any  climate.  A  machine  of  this  degree  of 
>phistication  illustrates  our  capacity  for  response  to  an  industry's 
articular  needs  for  new  efficiency  and  cost  reduction.  Your 
quiries  about  our  products  and  our  company  are  welcome. 
)hn  Deere,  Moline,  Illinois  61265. 


IOHN  DEERE  on  the  move 


Fruehauf  Trailers  move  the  world's  cargoes  on  land  and  sea. 

Paceco  cranes  handle  containers  in  ports  around  the  wor 


And  rolling  up  record 
growth  figures. 


In  the  last  15 
grow.  From 


years,  you  ve  seen  us 
a  $217  million  trailer 
manufacturer  in  1962  to  a  diversified, 
nearly  $1-1/2  billion  Total  Transpor- 
tation company  with  projected  sales 
approaching  $2  billion  in  1977. 
Yet  you  haven't  seen  anything. 
Right  now,  we  have  the  new  multi- 
national multi-market  product  lines  to 
accelerate  that  growth. 

Innovative  ideas  for  semitrailers, 
shipping,  materials  handling.  Compo- 
nents for  automobiles,  buses,  recre- 
ational vehicles,  farm  implements, 
aircraft  and  aerospace.  Also  leasing 
and  financing. 

Send  for  our  annual  report  now. 
Because  we're  shifting  into  high  gear. 
Write:  Fruehauf  Corporation,  Dept. 
F-57,  10900  Harper,  Detroit, 
Michigan  48232.  Total  Trans- 
portation .  .  .  the  World  of 
Fruehauf  .  .  .  we're  rolling. 


Kelsey-Hayes  disc  brakes  are  standard  on  many  motor  homes. 


($  in  Billions) 
1 


Fruehauf  Sales 


Ifcuehauf 
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Courtesy  of  Library,  State  Historical  Society  of  Colorado 


ends  &  Tangents 


>sion  equipment  in  its  rigs  off  the 
ists  of  Alaska  and  the  continental 
f>.  early  in  1978.  The  $1.6-million 
tem  will  operate  on  capacity  rent- 
on  RCA's  Satcom  II  satellite,  with 
:  result  that  messages  that  once 
»k  up  to  two  days  to  travel  from 
Gulf  of  Alaska  to  Anchorage  will 
transmitted  in  four  to  six  minutes, 
e  shore  station  will  send  weather 
d  instructional  information  to  rig 
:ws  on  the  high  seas,  who  will  re- 
n  drilling  data  that  can  be  analyzed 
>idly  on  shore.  The  satellite  link  also 
rmits  the  oil  rig  telephone  access  to 
y  phone  in  the  U.S.,  which  will  help 
reaching  repairmen  and  equipment 
ppliers  in  faraway  factories. 

»nted:  Members  For  The  Club 

The  time  has  come  to  halt  the  de- 
ning  membership  in  the  Federal  Re- 
ve  System,  say  the  directors  of  the 
deral  Reserve  Bank  of  New  York, 
ter  World  War  II  the  Fed  had 
584  banks  (out  of  14,011),  ac- 
unting  for  86%  of  the  nation's  bank- 
;  deposits.  In  1976  the  figures 
re  only  5,759  (out  of  14,671)  and 
%.  The  major  reason  for  the  falloff 

the  burdensome  reserve  require- 
:nts  the  Fed  imposes  on  member 
nks,  and,  as  a  result,  the  tendency 

newly  formed  banks  not  to  join, 
jmber  banks  now  cannot  earn  any- 
ng  on  their  reserve  assets,  while 
iny  nonmember  state-chartered 
nks  can  invest  them  in  government 
;urities.  If  the  Fed  provides  non- 
;mber  banks  with  direct  access  to 

services  as  some  would  like,  the 
smbership  problem  will  worsen, 
rn  the  New  York  directors— and  the 
ility  of  the  Fed  to  effectively  con- 
ct  monetary  policy  will  eventually 

compromised. 

I  BO 

Thanks  to  a  new  entry  in  the  world 
parel  market,  people  may  soon  be 
le  to  combat  body  odor  by  choosing 
i  clothes  they  wear.  Because  body 
ors  are  caused  by  bacteria,  the  gar- 
Tits  are  made  odor  resistant  by  an 
tibacterial  plastic  resin  finish  that 
l  be  applied  to  nearly  all  manmade 
d  natural  fibers  except  polyester, 
he  antibacterial  effect  remains 
ough  more  than  50  washings.) 
ssible  applications  seem  numerous: 
or-resistant  shirts,  underwear,  socks, 
;ging  suits,  other  sportswear.  The 
tibacterial  feature  also  makes  it  a 
tural  for  medical  uses  like  hospital 
ens  and  carpets.  Or  the  plastic  can 


Men  of  vision  have  always 
seen  the  potential  in 
Colorado's  great  plains 
and  valleys. 


Listen  carefully.  You  can  still  hear 
echoes  of  covered  wagon  trains, 
rolling  through  Eastern  Colorado 
toward  the  mountains.  Many  stopped 
here.  Many  stayed  here  because  the 
promise  and  the  potential  were  so 
great.  Here  the  land  was  flat  and 
fertile,  easily  broken  by  the  plow. 
Grazing  land  stretched  in  all  direc- 
tions as  far  as  the  eye  could  see. 

That  was  then.  Today,  agri-business 
is  big  business  in  Eastern  Colorado. 
Support  industries  have  grown  up 
around  it.  Manufacturers  have  found 
untapped  sources  of  well-educated, 
highly  motivated  workers.  And  a 
good  transportation  network  helps 
get  goods  to  the  affluent 


Denver-Colorado  Springs-Pueblo 
market,  as  well  as  to  other  major 
markets  around  the  country. 

This  region  welcomes  industries  like 
yours.  And  Colorado  wants  to  do 
whatever  it  can  to  bring  you  here  and 
keep  you  profitable.  The  living's 
good  here,  too.  Clean  air.  Plentiful 
sunshine.  Unlimited  recreational 
opportunities.  All  reasons  why  we  call 
Colorado  the  ultimate  fringe  benefit. 

To  see  what  Colorado  s  great  plains 
and  valleys  offer  your  company,  send 
the  coupon  today. 


William  C.  Hacker 

Director  of  Community  Development 
Dept.  1488 

500  State  Centennial  Bldg. 
Denver,  CO  80203 


the  ultimate 
fringe  benefit 


Please  send  me  complete  information  about  opportunities  for  my  company  in 
Eastern  Colorado. 


Name  

Company  

Type  of  Business 
Address  


City 


Title. 


State 


Zip 
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To  millions  of  people  we're  a  phone  company 

that  uses  space  satellites  to  speed  their  long  distance  calls. 

But  millions  of  other  people  see  us  as  the  lighting  company 

that  makes  Sylvania  Blue  Dot™  flashbulbs. 

As  a  good  parent  company,  we  love  all  our  offspring  equally. 

And  that  includes  all  of  the  GTE  companies  that  make 


We're  a  lot  more  than  a  phone  company. 

One  Stamford  Forum,  Stamford,  Conn  06904 


...  a  delightsome  land." 

—Captain  John  Smith  (1608) 
Today.  Maryland  is  still  "a  delightsome  land"  .  .  .  not  only  for 
living,  but  for  business  as  well.  Consider  Maryland's  Office  of 
Business  Liaison.  It  will  help  businessmen  solve  any  kind  of 
problem  within  the  limits  of  our  State  government's  capa- 
bilities. It  provides  a  focal  point  for  answering  questions  on 
State  programs,  directs  suggestions  and  complaints  to  proper 
persons  for  action,  and  supplies  the  necessary  follow-up  to  see 
the  job's  done  right. 

It's  all  part  of  our  overall  philosophy,  "Once  we  get  you,  we 
don't  forget  you." 

Add  Maryland's  unique  locational  advantages,  its  financing  and 
labor  training  programs,  and  the  State's  genuine  livability — and 
you've  got  good  reason  to  consider  Maryland  when  conducting 

a  site  survey" 

Maryland 

Division  of  Business  and  Industrial  Development 

Room  F-57,  1748  Forest  Drive,  Annapolis.  Maryland  21401 
Phone:  301-269-3514 

Maryland 


Trends  &  Tangents 


be  used  by  itself:  In  toilet  scats,  foi 
example,  the  agent  remains  active  loi 
ten  years. 

For  Sale 

If  you're  in  the  market  lor  an  only 
slightly  used  ocean  liner,  the  govern-] 
merit  has  one  for  sale  cheap.  The  25 
year-old  United  States,  last  and  great- 
est of  the  American  passenger  liners 
has  been  up  for  sale  for  over  three 
years  with  no  serious  bidders.  Tht 
trouble    is    that    the    Norfolk,  Va.-J 
docked  vessel  is  not  a  cruise  ship- 
it  has  no  swimming  pool— and  was 
specifically  designed  for  heavy-weath- 
er transport.  Last  year  Congress  did 
agree  to  let  the  ship  he  used  as  a 
floating  hotel.  But  it's  a  bargain.  Thej 
$80-million  craft  was  originally  pud 
up  for  $12.1  million.   In  March  the 
Maritime   Administration,   keeper  of 
the  ship's  keys,  knocked  the  price 
down  to  $5  million.  "Some  Mickey] 
Mouse  bids  were  made,"  says  a  gov- 
ernment spokesman,  hut  all  failed  to 
include  the  required  107  deposit. 

No  News  Is  Good  News? 

The  good  news  about  the  SI  53- 
billion  food-retailing  industry  in  1976 
was  that  it  made  few  headlines. 
Food  prices  to  the  consumer  rose 
only  2.1%— the  smallest  in  nine  years— 
and  so  provoked  little  consumerist  ire. 
But  by  the  same  token,  sales  gains 
were  modest  (only  6.9?)  and  earnings 
were  flat,  mainly  because  of  wage  in- 
creases of  10%  and  20%  higher  energy 
bills.  In  fact,  annual  real  growth  has 
averaged  only  2%  in  the  past  nine 
years.  Part  of  the  problem  may  he  ex- 
ternal: Competition  from  the  fast-food 
industry  has  been  siphoning  off  sales. 

Super  Subs 

The  latest  proposal  on  how  to  get 
oil  from  troubled  waters  is  by  sub- 
marine. A  study  sponsored  by  the  U.S. 
Maritime  Administration  suggests  that 
nuclear-powered  submarines  could 
be  the  most  efficient  means  of  trans- 
porting crude  oil  from  arctic  fields. 
The  proposed  route  would  run  under 
the  ice  cap,  beneath  ice  keels  and 
surface  ship  traffic,  down  the  east 
coast  of  Greenland  and  the  U.S.  to  the 
coast  of  Virginia.  Submarines  are  saf- 
er than  tankers  in  the  icy  area,  since 
the  likelihood  of  spills  from  collision 
or  grounding  are  small.  In  cost,  a 
submarine  system  could  compare 
favorably  with  a  pipeline.  But  don't 
expect  oil  by  sub  tomorrow;  the  im- 
plementation could  take  ten  years.  ■ 


Finally. 
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i  brain  at  a  price 


with  a  heart.  $2,995. 


The  Saxon  3  plain  paper  copier 
brings  progress  to  small  busi- 
nesses. At  a  price  they  can  afford 

We've  given  our  new  copier  an 
advanced  electronic  'brain!'  An 
incredible  little  device  called  a 
microprocessor  that  actually  does 
the  job  of  thousands  of  conven- 
tional components.  Less  circuitry 
means  more  reliability.  If  anything 
should  happen,  the  entire  little 
rain"  can  be  replaced  by  a  Saxon  Service  Corps  technician 
minutes. 

More  basic  progress.  The  new  Saxon  3  has  a  new  push- 
tton  control  panel.  So  it's  as  easy  to  operate  as  a  pushbutton 
one. 

It  all  adds  up  to  a  simple,  efficient  machine  that  fills  your 
v  to  high  volume  requirements  with  consistently  crisp,  clear 
pies  on  plain  bond  paper. 

And  all  this  basic  progress  gives  you  some  very  basic 
*/ings. 

The  Saxon  3  has  a  price  with  a  heart  It  sells  for  only 
,995  So  it  can  be  purchased  or  rented  for  less  per  month 
in  just  about  any  other  plain  paper  copier  ever  made. 

A  step  forward  in  performance  A  step  back  in  price.  A  step 
the  right  direction  for  small  businesses. 
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Why  not  take  the  next  step  and  call  us  collect  at 
(305)  558-1541.  Or  mail  our  coupon. 

Saxon  Business  Products,  Inc. 
13900  N  W.  57th  Court 
Miami  Lakes,  Florida  33014 

I  want  to  take  a  step  in  the  right  direction.  Send  me  more 
information  about  your  Saxon  3  copier  and  the  other  afford 
able  plain  paper  and  electrostatic  copiers  in  your  line. 


Name 


Title 


Company 


Address 


City 


State 


Zip 


Introducing  the 

saxon3 

plain  paper  copier 


We've  cut  the  price  of  progress. 


When  you  suddenly  need  quality  health 
care,  only  the  very  best  will  do. 

Hospital  Corporation  of  America  is  helping 
provide  the  best  by  investing  in  progress 
for  America's  health  care  delivery  system. 
Building  new  hospitals,  replacing  old  ones, 
managing  hospitals  for  other  owners, 
taking  quality  health  care  wherever  it  is 
needed  is  our  business. 

At  Hospital  Corporation  we're  proud  of  the 
job  we're  doing.  We  believe  the  services 
we  provide  make  a  meaningful  contribution 
to  American  life  and  make  us  a  company 
with  a  great  future. 

We  have  produced  a  compound  annual 
growth  rate  of  30%  since  the  company  was 
founded,  and  1976  is  no  exception.  Our 
revenues  exceeded  one  half  billion  dollars 
for  the  first  time,  and  assets  now  exceed 
$600  million. 

HCA  is  succeeding  because  we  are  filling 
a  national  need  with  quality  service.  Write 
or  nail  for  more  information.  You  too  mav 


find  American  health  care  is  your  best 
investment. 

Financial  and  Operating  Highlights 

1976  1975  Increasi 


(Dollars  in  thousands 
except  per  share) 

FOR  THE  YEAR 


Operating  Revenues   

$506,484 

$392,933 

29% 

Income  Before  Income  Taxes 

$  47,372 

$  37,044 

28 

Net  Income  

$  27,324 

$  20,947 

30 

Average  Shares 

(in  thousands)   

10,095 

9,314 

8 

Net  Income  Per  Share  .... 

$  2.71 

$  2.25 

20 

Cash  Dividends  Per  Share 

(Current  rate — 40(f)  ..... 

$  .32 

$  .22 

45 

AT  YEAR  END 

Total  Assets   

$600,368 

$506,210 

19% 

Shareholders'  Equity   

$187,897 

$143,186 
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HOSPITAL 
CORPORATION 
OF  AMERICA 


One  Park  Plaza 

Nashville,  Tennessee  37203 

Phone  615/327-9551 


If  your  bank  gets  tight 
when  the  money  market  gets  tight, 

ELL  IT  TO  THE  MARINE 


iey  is  easy  now.  But  some  banks  will  just  stick  around 
good'times.  When  the  money  dries  up,  youH  wind 
h  an  apology  instead  of  a  loan, 
darine  Midland,  we  don't  want  anything  to  come 
en  you  and  the  money  you  need.  So  we've  made  a 
tment  to  handle  the  necessary  credit  needs  of  every 
our  qualified  customers.  No  matter  what  shape 
>ney  market  is  in. 

ict,  we  can  point  to  many  times  when  we've  continued 
care  of  our  customers'  needs  when  other  banks 
topped. 


There's  a  reason  why  we  can  back  up  this  commitment. 
Marine  Midland  is  a  major  international  bank  with  $9 
billion  in  deposits.  Over  $542  million  in  capital  and  over  $90 
million  in  reserves.  More  than  300  branches  all  over  New 
York  State.  And  offices  in  22  countries  all  over  the  world. 

We  want  to  free  you  from  the  inconsistencies  of  the 
money  market,  but  don't  wait  for  things  to  dry  up  before 
calling  us. The  right  time  to  establish  a  relationship  with 
Marine  Midland  is  right  now. 

So  if  your  bank  ever  uses  tight  money  as  an  excuse  for 
turning  you  down,  tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK® 


Neu  York  ('it it.  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta, London,  Madrid, Manila, Mexico  City,  Nassau,  Panama,  Pari 
Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran,  Tokyo,  Toronto. 


Last  winter  proved  that  good 
energy  management  can  be  the 
most  important  factor  in  choosing 
a  new  industrial  location. 
Connecticut  has  it.  The  capacity 
to  produce  far  more  electricity 
than  presently  needed  for  its  own 
purposes—  enough  to  keep 
Connecticut  running  smoothly 
with  power  to  spare  now,  and  in 
years  to  come.  To  find  out  more 
about  our  energy  management 
and  other  locational  advantages, 
contact,  in  confidence,  Edward  J. 
Stockton,  Commissioner, 
Connecticut  Department  of 
Commerce,  Suite  520, 
210  Washington  Street,  Hartford, 
CT06106.  Tel:  (203)  566-5037. 

CONNECTICUT 

SO  MUCH,  SO  NEAR 


Readers  Say 


Another  Favorable  Point 

Sir:  Re  your  editorial  about  the 
volunteer  military  and  the  suggestion 
of  universal  service  (Feb.  15).  A 
point  in  its  favor,  not  mentioned  in 
your  editorial,  is  the  fact  that  a  high 
percentage  of  unemployment  and 
crime  today  is  committed  by  those 
who  would  be  tapped  by  universal  ser- 
vice. There  is  nothing  the  government 
could  do  which  would  ultimately  im- 
prove life  in  this  country  more  than  a 
brief  and  totally  universal  conscription. 

—Kenneth  B.  Ackerman 
Columbus,  Ohio 


But  Look  At  Coal's  Problems 

Sir:  Re  "Atomic  Energy  Is  Further 
Behind  The  8  Ball"  {Fact  and  Com- 
ment, Apr.  15).  True,  but  we  are  not 
looking  at  the  environmental  effects  of 
large-scale  coal  utilization:  strip-min- 
ing and  reclamation  in  arid  western 
lands;  water  resource  impact  on  the 
western  states;  large  amounts  of  sol- 
ids and  contaminated  water  waste 
from  ashes  and  residue  from  sulfur  di- 
oxide scrubbers;  carcinogenicity  of 
coal-derived  liquids  (synthetic  fuels). 
I  believe  the  overall  risks  from  atomic 
energy  to  be  lower.  The  problem  of 
skyrocketing  costs  is  due  in  great  part 
to  the  protracted  capricious  licens- 
ing and  regulatory  process  we  now 
use.  The  problems  of  storage  of  waste 
and  safeguarding  of  plutonium  can 
be  handled  using  the  results  of  cur- 
rent R&D. 

—Arturo  Maimoni 
Orinda,  Calif. 


One  Way  To  Save  Energy 

Sir:  All  large  appliances  such  as 
office  copiers,  freezers  and  refrigera- 
tors should  be  made  or  modified  with 
a  hood,  an  in/out  vent  or  an  air 
duct  so  that  in  summer  they  can  vent 
their  heat  outside.  Air  conditioners 
then  come  on  less  often  and  stay  on 
for  a  shorter  period.  In  summer  we  pay 
not  only  for  the  electricity  to  run  large 
appliances  but  again  for  air-condi- 
tioning to  neutralize  all  the  heat  they 
dump  in  our  offices  and  homes.  In 
winter  these  devices  cost  practically 
nothing  to  run  because  their  heat 
output  lessens  the  load  on  the  heat- 
ing system. 

—John  W.  Ecklin 
Alexandria,  Va. 


Personal  Preference 

Sir:  I  do  indeed  concur  from  the 
standpoint  of  personal  preference  with 
the  editorial  comment  about  the  bell- 


bottom  trousers  ("If  The  Navy  Wanl 
To  Increase  Enlistments,"  Fact  an 
Comment,  Apr.  15),  but  will  not  mak 
any  decision  on  this  until  at  least 
have  a  little  more  information  and  se 
niority  on  the  job! 

— W.  Graham  Clay  tor  Ji 
Secretary  of  the  Navy 
Washington,  D  C 


Our  National  ID  Card 

Sir:  The  article  on  Mexico  and  thi 
problem  of  illegal  aliens  (Apr.  15)  says 
many  Americans  are  frightened  by 
"the  notion  of  anything  resemblinfl 
a  national  identity  card."  Well,  whalj 
else  has  the  Social  Security  card  num-l 
ber  become?  It  is  needed  to  open 
most  bank  accounts,  to  avail  oneself) 
of  hospital  services,  etc.  It  seems  tq 
be  used  to  keep  track  of  all  citizens! 
except  lawbreakers,  who  are  still  giv-| 
en  different  numbers  by  arresting 
authorities. 

— G.  Arfcld\ 
New  York,  N.Y1 

Sir:  You  caption  a  drawing  as  fol- 
lows: "In  1845,  Texas  broke  awayj 
from  Mexico,  joining  the  Union."  Tex- 
as won  its  independence  from  Mexico 
in  1836  and  was  from  that  time  until 
1845  an  independent  nation. 

—James  S.  Peterson 
Dallas,  Tex. 


Small  Producer 

Sir:  Re  "Would  You  Believe  It?" 
(Fact  and  Comment,  Apr.  15) .  Tellico 
Dam  would  hardly  solve  the  nation's 
energy  problems.  Its  projected  power 
generation  equals  a  capacity  of  25 
megawatts.  Current  fossil-fired  plants 
are  generally  600  megawatts  to  800 
megawatts,  while  a  single  nuclear  unit 
is  about  1,100  megawatts. 

—D.R.  Cuneo 
Gaithersburg,  Md. 


"Bigwig  Lobbyist" 

Sir:  You  state  "[The  Rural  Elec- 
trification Administration]  serves  46 
states  and  each  system's  ten-man 
board  contains  local  bigwigs  that 
make  ideal  lobbyists."  I  have  been  a 
director  of  an  electric  coop  for  some- 
time and  it  almost  sounds  a  little  slan- 
derous to  call  all  local  coop  board 
members  "bigwigs."  Couldn't  you 
have  found  a  better  word  for  us?  I 
was  not  aware  that  I  was  an  ideal 
lobbyist.  Would  it  be  fair  to  say  that 
the  members  of  boards  of  directors 
of  investor-owned  utilities  are  "big- 
wigs and   ideal   lobbyists"?   Or  that 
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Need  time  to  think? 
You  need the 
Norelco  habit. 

I  used  to  be  so  swamped  with  paperwork  I 
couldn't  plan  ahead.  All  I  could  do  was  react 
as  things  happened.  I'd  struggle  along, 
writing  everything  longhand  or  dictating  to 
my  secretary.  Then  I  got  the  Norelco  habit. 
Now  I  dictate  everything— memos,  reports, 
letters— to  my  Norelco  97.  So  I  have  time  to 
think,  to  tackle  projects  I  never  had  time  for. 
Get  the  Norelco  habit.  It  can  give  you 
time  to  think. 


The  Norelco  97  "idea        Youi  authorized  Norelco 
machine  "  "  keeps  you  on    dealer  is  listed  under 
top  of  your  paperwork.       "Dictating  Machines'  in 

the  Yellow  Pages. 

Norelco .. .Quality  and  Reliability 


fl/ore/co 


Philips  Business  Systems.  Inc 

A  NORTH  AMERICAN  PHILIPS  C 
175Froehlich  Farm  Boulevard.  Woodbury  New  York  11797 

□  Please  send  me  trie  free  Noielco  Habit  booklet 

□  Please  have  a  representative  call  me 


Name- 


-Pnone. 


Organization 

Address  

City/Siate  

F-5/7  >7 


.Zip. 


©;97  7,  Philifts.  Bub.ness  Systems  Inc 
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of  Chugach  to  the 
sand  dunes  of  Iran... 


When  you  talk  energy, 
we  mean  business! 


The  mandate  for  environmentally  acceptable  en- 
ergy at  reasonable  cost  is  clear.  But  as  our  econ- 
omy recovers  and  industrial  production  increases, 
the  prime  question  no  longer  is  "How?",  but 
"When?"  And  in  long-range  planning  for  industry 
growth,  alternatives  for  energy  conversion  sys- 
tems will  no  doubt  be  based  upon  availability. 

That's  why  Turbodyne  considers  its  size  and 
responsiveness  a  key  consideration  in  the  business 
of  energy.  Because  there's  an  attitude — a  rest- 
lessness —  that  undergirds  our  corporate  com- 
mitment. And  that  attitude  is  to  find  and  fulfill 
industry's  demand  for  energy  generation  systems 
anywhere  in  the  world.  Turbodyne  is  organized  to 
meet  your  critical  requirements  —  on  time  and  on 
line  —  no  matter  who  or  where  you  are. 

65,000  Additional  kw  of  Power  for  Alaska. 
Beluga,  in  the  heart  of  the  Chugach  Mountains,  is 
rough  country  —  a  tough  place  to  build  a  gas 
turbine  power  plant.  Turbodyne  brought  the 


equipment  in  by  rail, 
then  by  barge  and  over 
an  isolated  road  to  the 
remote  site  installation, 
bringing  needed  and 
dependable  power — on 
line  and  on  time  —  to  a 
budding  city  and  grow- 
inq  industry.  When  you 
talk  energy,  we  mean 
business. 

24,000  hp  on 
Demand  in  Iranian 
Refinery.  Tough, 
durable,  superbly 
engineered  Tur- 
bodyne Worth- 
ington  steam 
turbines  have 
proven  themselves 


peatedly  like  this  one  in  a  Middle  East  refinery 
id  in  refineries  and  petrochemical  plants 
roughout  the  world.  Whether  it's  a  main  com- 
essor  drive,  an  auxiliary  pump  drive,  even  a 
rbine  generator  for  heat  balance  and  by- 
oduct  power,  if  nothing  less  than  the  best  will 


do,  when  you  talk  energy,  we  mean  business. 

So  whether  it's  turnkey  capabilities  for  the 
windswept  tundra  of  the  North  or  the  design, 
manufacture  and  installation  of  a  unique  energy 
conversion  system  in  the  Middle  East,  Turbodyne 
is  committed  to  provide  industry  around  the 
world  with  not  only  the  highest  quality  and  most 
dependable  gas  and  steam  turbines  and  electri- 
cal machinery,  but  also  the  attitude  and  flexibil- 
ity to  meet  your  specific  needs. 

That's  our  style.  Responsive.  Efficient.  Tur- 
bodyne. Write  for  facts  and  figures.  1612  First 
National  Bank  Building,  Minneapolis,  Minnesota 
55402. 

THE  BUSINESS  END  OF  ENERGY. 

lURBOOYNE 

COFtPOFVKTSON 

A  STUDEBAKER  - W ORTHINGTON  COMPANY. 


COKE  ADDS  LIFE, 
WHATEVER  YOUR  ENDEAVOR 


Whether  you're  putiing  together  a  merger,  compiling  the 
figures  for  the  annual  report,  even  just  seeing  to  your  weekend 
chores  around  the  house,  the  bright  refreshing  taste  of 
Coca-Cola  will  set  you  up  for  the  task  at  hand 
-  because  Coke  adds  life  to.  just  about  everything  you  do  - 

Copyright  c  1976.  The  Coca  Cola  Company.  "Coca-Cola"  and  "Coke"  are  registered 
trademarks  which  identify  the  same  product  of  Tne  Coca-Cola  Company. 
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leader  in  property- casualty  insurance  on  this  planet. 


CHUBB 

Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


It's  pretty  spooky 

|  rowing  around  inside  a  supertanker 
in  a  rubber  boat." 


"That's  me  in  the  back  of 
the  rubber  boat"  says  Chief 
Mate  George  McShea. 
"We're  not  rowing  on  oil, 
but  on  a  saltwater  lake  in 
the  belly  of  a  supertanker. 
And  it's  one  aspect  of  life 
on  a  supertanker  I  can't  get 
used  to. 

"Sure,  a  supertanker  is 
three  football  fields  long, 
and  twelve  stories  high.  But 
after  a  while  those  are  just 
numbers. 

A  lake  in  a  cave 

"This  tank/inspection  is 
something  else.  After  the 
tanks  are  peaned  and  the 
residual  oil  retrieved  and 
stored,  they're  flooded  with 
seawater,  and  inspection 
crews  go  inside,  checking 

/ 

/ 

/ 

/ 

/ 


structural  integrity. 

"It's  like  a  lake  in  a  cave, 
but  it's  inside  a  ship  at  sea. 
It's  a  big  job,  and  some- 
times it  gets  pretty  spooky. 
But  it  has  to  be  done,  topre>" 
tect  the  ship,  the^oil  and  the 
ocean.  Gulf  tankers  have 
a  fine/ecord;  we  do  all  we 
can"  to  keep  it  that  way. 

y  Most  efficient 

"Supertankers  are  the 
most  efficient  way  to  move 
so  much  oil  such  distances. 
It's  a  real  challenge  working 
on  them.  But  it's  important 
work,  and  I  think  we  do  it 
well." 
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Gulf  people: 
meeting  the  challenge. 
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Gulf  Oil  Corporation 


If  you  have  6  meetings 
m  4  cities  in  3  days 

there's  no  place  like  Hilton. 


ea 


Before  you  go,  call  your  local 
Hilton  Reservation  Service. 

It's  the  service  that  professional 
travel  agents  agree  is  the  best  in 
the  business.  Besides  booking  your 
rooms,  we  can  tell  you  about 
sports  and  entertainment,  major 
local  attractions  and  restaurants 
in  every  Hilton  in  which  you'll  be 
staying.  It's  HILTRON  that  does  it; 
a  unique  computer  that  tells  your 
local  Hilton  Reservation  Service 
Representative  what's  going  on 
throughout  the  Hilton  system.  So 
for  the  fastest  local  service,  call 
Hilton  Reservatio  1  Service  or  your 
travel  agent. 


For  the  quick  meeting, 
try  an  airport  Hilton. 

At  23  of  America's  major  city 
airports  there  are  Hiltons  espe- 
cially geared  to  serve  the  business- 
man who  has  to  fly  out  early  the 
next  day  or  whose  business  keeps 
him  out  in  the  airport  area.  For 
example,  there's  the  beautiful 
O'Hare  Hilton  in  Chicago,  the  com- 
pletely renovated  San  Francisco 
Airport  Hilton  and  Logan  Airport 
Hilton  in  Boston  to  name  just  a  few. 
And  each  airport  Hilton  gives  you 
the  friendliness,  quality  and  com- 
fort you'd  expect  from  a  Hilton. 
We  call  it  Hiltpn  Rainbow  Service. 


There's  a  Hilton  near  almost 
anywhere  you  have  to  be. 

As  cities  have  expanded  out 
toward  the  subui  bs.  so  has  Hilton. 

For  instance,  there  are  b  Hilton! 
in  both  Los  Angeles  and  metro- 
politan New  York.  Five  in  Chicago 
and  Detroit.  And  3  in  Columbus 
and  Cincinnati,  in  fact  you  can 
enjoy  Hilton  Rainbow  Service  in 

1H8  Hiltons  coas 
to  coast.  Which 
is  why.  there's 
bound  to  be  a 
Hilton  wherevei 
you  need  one. 


jaders  Say 


members  of  boards  of  directors 
iome  of  the  largest  corporations  in 
country  are  the  same? 

—John  W.  Williams  Jr. 
Prince  Frederick,  Md. 

5ir:  While  1  did  help  in  some  of 
organizational  work  of  an  elec- 
cooperative  in  Colorado  back  in 
1930s,  and  later  served  on  its 
lird  of  directors,  I  have  never  been 
|  Cooperative  manager. 

—David  A.  Hamil 
Administrator, 
s  Rural  Electrification  Administration 
U.S.  Dept.  of  Agriculture 
Washington,  D.C. 

atural  Name 

Sir:  The  Scots  have  sold  themselves 
|ort  in  naming  the  largest  floating 
in-made  structure  "The  Monster" 
hpr.  15).  Its  berth  in  a  Scottish  loch, 
f>  massive  size  and  impunity  from  the 
Ivage  forces  of  the  North  Sea  sug- 
\sts  a  more  definitive  name:  "The 
jch  Less  Monster." 

-Gerald  B.  Hurst,  Lt.  Col,  USAF 
Fort  Walton  Beach,  Fla. 

isleading  Slogan 

Sir:  Re  "If  You  Have  Any  Money, 
tart  Quaking"  (Fact  and  Comment, 
iar.  15).  Take  Stanley  Surrey's  slo- 
an,  "The  capital  gains  tax  is  avoid- 
d  on  death."  Just  try  to  tell  that  to 
n  executor  who  has  paid  out  a  tax 
f  70%  on  the  top  bracket  of  assets 
'ith  a  valuation  which  includes  both 
le  original  cost  and  the  capital  gains. 
^.  tax  on  capital  gains  is  not  avoided 
m  death.  The  estate  tax  does  both. 

—Dana  C.  Backus 
New  York,  N.Y. 

Enormous  Impact 

|  Sir:  Re  the  mention  of  Iperbole 
Restaurant  (Fact  and  Comment,  Apr. 
15).  In  my  23  years  of  the  restaurant 
business  in  New  York,  this  is  the  first 
rime  that  I  find  such  an  impact.  We 
ire  overwhelmed— 80%  of  our  custom- 
irs  came  as  a  result  of  your  comment. 

—Armondo  Mei 
Iperbole  Restaurant 

New  York,  N.Y. 

Not  Entirely  Our  Fault 

Sir:  Your  article  "President  Carter's 
Textile  Dilemma"  (Apr.  1)  quotes  the 
statement  Mexican  President  Jose  Lo- 
pez Portillo  made  during  his  visit  to 
Washington:  "We  buy  more  from  the 
U.S.  than  we  sell  to  it,  not  because  we 
don't  have  things  to  sell,  but  because 
you  don't  let  us  sell."  The  Review  of 


America's  third-largest  state-maintained 
highway  system  is  in  a  pretty  surprising  state. 


There  are  51,000  miles  of 
highways  in  Virginia.  And  as  far  as 
our  manufacturers  are  concerned, 
they  all  lead  somewhere  special. 

Like  to  Boston.  New  York 
and  other  key  markets.  Over 
night.To  the  nation  s  second 
largest  cargo  port  -our  own 
Hampton  Roads. 

And  to  prime  plant 
locations  away  from  our, 
cities.  Along  four-lane 
highways  designed 
to  connect  all  Vir- 
ginia communities 
of  3.500  or  more. 

This  network 
of  highways  is  just 
one  of  the  things 
manufacturers  find 
surprising  about 
Virginia.  Isn't  it  time 
you  found  out  about 
them  too? 

Profit  from  the 
Vigor  of  Virginia 

Write:  Frank  Alspaugh.  Div.  of  Industrial  Development.  Rm.  C04  State  Office  Bldg.  Richmond.  Va.  23219  Phone  (804)  786-3791 

Dong  Kingman,  distinguished  American  painter,  says  .  .  . 

to  the  amateur  painter  who  has  talent  worth 

developing, 

"We  of  the  Famous  Artists  School 
want  to  talk  to  amateur  painters  who 
paint  seriously  ...  to  people  who  care 
about  the  quality  of  the  pictures  they 
produce.  People  who  know  what  they 
would  like  to  paint .  .  .  and  would  like 
to  paint  it  well." 

If  you  are  one  of  these  people,  the 
Famous  Artists  School  can  show  you 
how  to  paint  well  enough  to  please  the 
most  demanding  critic  in  the  world  - 
yourself.  Well  enough  to  hang  your 
pictures  proudly  in  your  home,  to 
show  your  best  work  in  local  exhibi- 
tions, and  perhaps  even  sell  your 
paintings.  Send  for  information  and 
Aptitude  Test.  There  is  no  obligation. 


Famous  Artists  School  7FB05-15 

17  Riverside  Avenue 
Westport,  Conn.  06880 


Mr. 
Mrs. 

Miss  

Address  

City  State- 


i 


Apt.  No  

—  Zip  

 Age  


Tel.  No._  

If  under  16  please  do  not  apply. 

An  educational  service  of  FAS  International,  Inc. 
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Insurance  for  logs 


...  and  the  people  who  cut  them.  The  mills  that  convert  them. 
The  manufacturers  and  processors  who  finish  them.  The 
brokers  and  distributors  who  market  the  paper  and  forest 
products.  And  the  customers  who  utilize  them. 

Whatever  your  business,  James  can  provide  insurance 
and  risk  management  services  for  you,  too!  Try  us. 


Fred.  S.  James  &  Co.,  Inc. 
Insurance  Brokers  since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World 


Readers  Say 


the  Economic  Situation  in  Mex 
published  monthly  by  Banco  Nac: 
al  de  Mexico,  noted  in  its  Janu 
1977  issue:  "Lack  of  competitive^ 
often  inhibits  greater  Mexican  pari 
pation  in  world  trade.  Product 
costs  are  very  high  due  to  indust 
protectionism.  .  .  .  Moreover,  Mexi 
products  often  fail  to  meet  the  qi 
ity  standards  of  foreign  importers,  £ 
the  scant  knowledge  of  exporters 
to  demand  in  world  markets  and 
propriate  marketing  systems  conti 
utes  to  Mexico's  rickety  share  in 
ternational  trade." 

—Erwin  H.  KLi 
Los  Angeles,  Ca 


Where  To  Buy  'Em 

Sir:  Re  your  report  on  New  Z« 
land  (Fact  and  Comment,  Mar.  It 
I  need  a  pair  of  Kiwi-produced  me 
no  wool  long  johns.  Please  let  r 
know  where  you  bought  yours. 

—J.R.  Owen 
Columbia,  S. 

Editor's  Note:  At  Lake  Taupo,  bi 
tween  Rotorua  and  Wellington.  Tl 
New  Zealand  Trade  Commission  . 
New  York  will  attempt  to  find  a  she 
that  will  mail  order  a  pair-MSF. 


Numbers  Game 

Sir:  Re  "The  Next  Century-Th 
Year  2000"  (Fact  and  Comment,  Mai 
15).  The  first  year  of  the  21st  ceil 
tury  would  be  Jan.  1,  2001.  The  cai 
endar  did  not  start  at  year  0,  bi) 
at  year  1.  Unless  one  assumes  tha 
the  first  century  contained  only  91 
years,  the  last  year  of  the  first  eentun 
had  to  be  year  100. 

—David  Nittsko{ 
Cleveland,  Ohil 

Editor's  Note:  The  general  aci 
ceptance  of  a  calendar  based  on  th4 
Christian  era  did  not  occur  for  sev 
eral  hundred  years  after  the  birth  ol 
Christ.  It  seems  more  likely  that  th& 
dating  took  place  retroactively  to  th(j 
year  0. 
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Rat  Choice  For  Tests? 

Sir:  I  suggest  that  we  substitute 
congressmen  for  rats  in  further  sac 
eharin-like  tests  where  the  dosages  ap-j 
plied  are  monumentally  absurd.  We 
will  either  find  out  the  substance 
should  be  controlled  or,  hopefully, 
Congress  will  spend  so  much  time  in 
the  House  rest  facilities  they  will  not 
mess  this  country  up  any  more. 

—Brewster  M.  Ellis 
Shaker  Heights,  Ohio 
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■tonda's  terrif  ic  trio: 


Accord  CVCC  1600cc 

EPA  Mileage  Estimates' 

Highway 

City 

5-Speed 
Hatchback   

48  (47) 

38  (33) 

Hondamatic 

31  (32) 

26  (25) 

Civic  1237CC  (not  available  in  Calif,  and  high 
altitude  counties) 

Sedan  4-Speed 

43 

28 

4-Speed 
Hatchback  

43 

28 

Hondamatic 

29 

23 

Civic  CVCC*  1488cc 

Sedan  4-Speed 

50  (46) 

39  (35) 

4-Speed 
Hatchback   

50  (46) 

39  (35) 

Hondamatic 

37  (34) 

32  (28) 

5-Speed  Hatchback 

54  (51) 

41  (34) 

4-Speed 

Wngnn 

41  (37) 

30  (28) 

Hondamatic 

32  (32) 

27  (25) 

Honda  Accord  CVCC.  Our  Car  of  the  Year. 

Road  Test  Magazine,  in  the  May  1977  issue, 
named  the  Accord  as  their  Car  of  the 
Year  in  the  Under  $5,000  category. 
(Manufacturers' suggested  base  retail 
prices  excluding  freight,  tax,  license  and 
optional  equipment.)  As  Road  Test  put  it, 
"The  Accord  has  a  unity  of  concept  and  execution 
that  is  just  not  to  be  found  in  other  cars  in  this  price  range!' 

Or 

Honda  Civic  1237cc  Sedan  4-Speed. 

Our  lowest- priced  car. 

Dollar  for  dollar,  and  standard  feature  for 
standard  feature,  our  Civic  Sedan  4-Speed 
is  one  of  the  best  car  buys  in  America  today. 
(Manufacturer's  suggested  retail  price  exclud- 
ing freight,  tax,  license  and  optional  equipment.) 

Or 

Honda  Civic  CVCC  5-Speed  Hatchback. 

Our  highest  mileage  car. 

Its  estimated  EPA  mileage  is  the  best  for  any  gasoline- 
powered  car  sold  in  America:  54  mpg  highway,  41  city. 
(Mileage  figures  are  estimates.  The  actual  mileage  you 
get  will  vary  depending  on  the  type  of  driving  you  do,  your 
driving  habits,  your  car's  condition  and  optional  equipment.) 


All  Hondas  come  complete  with  many  standard  features: 
full  carpeting,  trip  odometer,  reclining  front  bucket 
seats,  dual-diagonal  braking  system  with  power-assisted 
front  discs,  front-wheel  drive.  All  Hondas  meet  appli- 
cable emissions-control  standards  without  a  catalytic 
converter,  and  they  all  run  on  regular  or  unleaded 
gasoline. 

And  remember,  every  Honda  gives  you  Honda's  famous 
engineering. 


"EPA  ESTIMATES.  The  actual  mileage  you  get 
will  vary  depending  on  the  type  of  driving  you  do, 
your  driving  habits,  your  car's  condition  and 
optional  equipment.  For  high  altitude  models,  see 
your  dealer.  Calif,  mileage  shown  in  parentheses. 

©  1977  American  Honda  Motor  Co.,  Inc. 


What  the  world  is  coming  to. 


The  smoker's  guid 


to 


low-tar  cigarettes 


With  all  the  controversy  about  smoking  going  on,  lots  of  smokers  are  decidir| 
to  switch  to  low-tar  cigarettes. 

But  which  low- tar  cigarette  should  a  switcher  switch  to? 

Well,  here's  an  easy  guide  to  follow. 

First,  there  are  those  so-called  new  cigarettes  claiming  scientific  breakthroug  | 
and  hyped-up  flavor.  Unfortunately  there's  nothing  very  revolutionary  about  the 
way  they  taste. 

Next  there  are  those  brands  that  promise  nothing  but  low-tar  numbers. 
They're  fine  if  low  numbers  are  all  you  want.  Because  their  scientific  filters  work  so 
well,  they  filter  out  most  of  the  taste. 

Fortunately  there  is  an  alternative. 
Vantage.  The  low- tar  cigarette  that's 
different  from  all  the  others. 

From  the  very  beginning  Vantage 
was  designed  to  deliver  flavor  like  a 
full-flavor  cigarette  with  less  tar  than 
95%  of  all  cigarettes.  So  forget  all  those 
empty  promises  and  go  with  the  real 
flavor  of  Vantage. 

It  will  probably  turn  out  to  be  the 
only  low- tar  cigarette  you'll  enjoy. 


Regular, Menthol,'  ^%^Al\h» 

and  new  Vantage  100  s 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


EynOLDS  T08*CCO : 


FILTER  10  mg.  "tar",  0.7  mg.  nicotine,  MENTHOL  11  mg."tar" 
0.7  mg.  nicotine,  av.  per  cigarette,  FTC  Report  DEC.  7B; 
FILTER  100's:  11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette,  by  FTC  method. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


MOST  OF  THE  PRESIDENT'S  ENERGY  PLAN  WILL  COME  TO  PASS 


because  the  majority  of  Americans  are  not  as  dumb  as  most 
politicos  give  them  credit  for,  are  not  always  so  totally 
dominated  by  selfish  self-interest  as  Special  Interests  like 
to  believe. 

Carter's  got  to  win  most  of  his  energy  fight  because, 
with  every  passing  day  of  unbridled  gas  guzzling,  we're 
that  much  faster  more  nearly  out  of  the  stuff. 

Time  is— has— run  out  on  palliatives,  Band-Aids,  silly 


slogans  of  "an  energy  independent  America." 

Everyone  seems  agreed  about  the  '80s  bringing  in  a 
crisis.  Most  of  us  don't  seem  to  realize  that  the  '80s  are 
only  31  months  away. 

The  Carter  program  will  be  picked  and  pecked  and 
pummeled— but  not  to  death  because  the  President's  dead 
right  about  the  reality  of  the  crisis  and  the  necessity  of 
comprehensive  action. 


NEW  WORDS  TO  AN  OLD  ARIA 

O!  solar  mio. 


ARE  THE  BIG  GETTING  TOO  MICH  BIGGER? 


In  1966,  our  hundred  largest  companies  had  sales  of 
$250  billion,  accounting  for  33%  of  our  $753-billion  gross 
national  product. 

At  the  end  of  1976— ten  years  later— our  100  top  cor- 
porations had  sales  of  $745  billion,  accounting  for  44%  of 
a  $1.7-trillion  GNP. 

If  the  biggest  continue  to  hog  an  ever-larger  hunk  of  the 
CNPie,  sure  as  shooting  existing  antitrust  statutes  will  be 
stretched  to  bust  'em,  or  revised  antitrust  laws  will  sail 
through  the  House  and  Senate. 


If  I  were  running  one  of  the  gianter  Giants,  I  wouldn't 
touch  a  super  acquisition  with  a  ten-foot  pole.  The  next 
one  may  trigger  a  sweeping  new  approach,  with  over- 
whelming Bigness  in  and  of  itself  forbidden,  with  the  big- 
gest of  present  Biggies  ordered  to  sunder. 

I  doubt  if  you'll  see  many,  if  any,  more  acquisition/ 
mergers  the  size  of  Mobil  Oil  and  Marcor  (before  the 
merger  Mobil  sales  were  $20.6  billion;  Marcor's  $4.8  bil- 
lion) or  Atlantic  Bichfield  ($8.9-billion  sales  premerger) 
and  Anaconda  ($1.1  billion). 


ANYONE  WHO  SAYS  BUSINESSMEN  DEAL  IN  FACTS  NOT  FICTION 

has  never  read  old  five-year  projections. 


CONTINGENCY  LAWYER  FEES  ARE  CONSUMMATELY  EVIL 


Can't  someone,  anyone,  come  up  with  a  better  way  than 
permitting  lawyers  to  take/ make  suits  with  payment  a 
hefty  portion  of  whatever  sum  is  won? 

In  Great  Britain,  from  whom  many  of  our  legal 
precepts  derive  (Blackstone,  he's  called),  such  a 
shakedown  was  illegal  until  1967  and  is  generally  re- 


garded with  contempt  by  the  profession. 

The  only  thing  to  be  said  for  our  way  of  thus  over- 
whelming U.S.  courts  with  many  a  meretricious  suit  is  that 
this  procedure  enables  those  who  otherwise  couldn't  afford 
to  sue,  to  sue. 

Surely  there's  a  better  way. 
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ENERGY  CRISIS  TO  SOLVE  TEXTILE  CRISIS 


This  coming  Winter,  an  old  colonial  custom  will  again  best  and   the  least  expensive  source  of  heat   will  be 

become  a  national  necessity.  our  own. 

It  will  be  back  to  bundling  because,  now  as  then,  the  What  a  boon  for  the  blanketeers. 

B.C.  Forbes  Writing  In  1 936 : 


"THIS  RECKLESS 
$20,000,000,000  JOYRIDE" 

A  subscriber  sent  this  41-year-ago  syndicated  newspa- 
per commentary  (right)  by  my  father. 

The  federal  debt  then  was  $33.8  billion  and  the  "reckless 
$20,000,000,000  joyride"  that  the  1936  Congress  had  au- 
thorized may  be  compared  with  the  current  $664.9  billion. 

Somewhere  therein  lies  a  tale,  but  I'm  not  quite  sure 
what  it  is. 

After  all,  now  there  are  88  million  more  Americans,  and 
virtually  all  enjoy  a  vastly  improved  quality  and  quantity 
of  life. 


DAILY  TAX  FACT 

By  B.  C.  FORBES 
Read— and  shiver: 

Our  last  Congress  authorized  approximately  u 
much  spending  as  all  our  first  60  Congresses  com- 
bined 1 

That's  a  new  deal,  with  a  vengeancet  It's  a  deal 
which,  taxpayers  had  better  pray,  will  never  be  re- 
peated to  the  accompaniment  of  Federal  debt  ac- 
cumulation at  the  rate  of  $10,000,000  a  day. 

"The  enormity  of  this  reckless  $20,000,000,000 
|oy*ride  may  be  judged,"  emphasises  on*  of  my  Wash* 
ington  correspondents,  Lawrence  Sullivan,  "by  the 
fact  that  total  Federal  appropriations  and  authori- 
sations since  January  1,  1935,  would  purchase  all  the 
railroad  and  railway-equipment  stocks  and  bonds 
listed  on  the  New  York  Stock  Exchange,  plus  the 
listed  stocks  of  all  the  automobile  Industry,  aO  the 
electrical  equipment  Industry,  all  the  farm-machinery 
Industry  and  all  the  paper  and  publishing  Industry — 
and  yet  leave  a  balance  of  approximately  $74,000,000:" 

The  bill  hasn't  yet  been  paid.  It  will  have  to  be 
paid,  as  Mr.  Roosevelt  so  aptly  warned,  "In  the  sweat 
ol  every  man  who  labors." 

Spending  other  people's  money  may  be  joyous  but 
it  jolts  those  others  when  the  adamant  governmental 
collector  comes  around. 

<C«VT*«kl.  ItM,  tf  B.  ft  f«r>».l 


GRACEFULLY  GETTING  OUT  OF  GIVING 


We  gave  up  trying  to  count  the  number  of  tablesful  of 
$100-a-plate  tickets  Forbes  and  its  executives  are  invited 
to  buy.  Occasionally,  there's  a  blue  plate  special  at  $50 
a  head— though  it's  hard  to  imagine  that  the  latter  leaves 
much  left  over  for  the  worthy  cause. 

If  the  "personalized"  form  letter  inviting  the  invitee  to 
be  Vice  Chairman  and/ or  to  sit  on  the  dais  (i.e.,  buy  one 
or  more  tables)  is  accompanied  by  a  personally  penned 
postscript  from  your  biggest  customer,  best  friend  or  most 
reliable  buyer  of  dinner  tickets  to  the  pleas  you  send  out, 
then  there's  no  choice  except  to  shell  out. 

With  that  exception,  how  do  other  executives  and  com- 
panies go  about  getting  out  of  all  those  giving  oppor- 
tunities? Herewith  are  some  excerpts  in  response  to  a  re- 
cent plate  plea  from  me: 

"Unfortunately,  Mr.  —  will  be  out  of  town  on 
that  day  and  thus  will  be  unable  to  attend." 

"Due  to  conflicting  plans,  I  will  not  be  able  to 
attend  the  dinner  to  which  you  were  kind  enough 
to  invite  me." 
Not  bad  ways  of  ducking  the  issue,  wouldn't  you  say? 
"1  am  extremely  sorry  that  I  am  unable  to  par- 


ticipate, as  I  fully  share  your  views  as  to  the  merits 
of  the  cause." 
How's  that  for  sympathy  without  the  bread? 
Then,  there's  the  Policy  Routine: 

"It  is  contrary  to  our  corporate  policies  to  pro- 
vide support  for  various  worthy  causes  through  at- 
tendance at  dinners,  as  we  prefer  to  make  direct 
contributions  to  those  we  feel  able  to  assist." 
And  here's  one  that  gets  full  marks  for  candor  but  that 
we  hope  can't  be  used  by  too  many: 

"Unfortunately,  XXX's  1975  financial  difficul- 
ties have  forced  us  to  suspend  all  corporate  con- 
tributions activities  in  1976.  Although  the  situa- 
tion has  improved  considerably,  we  are  still  under 
this  restriction." 
And  then  there  was  the  guy  who  replied,  "Sorry.  I'm 
on  a  diet." 

The  simplest  course,  of  course,  is  to  insert  this  steady 
stream  of  $100-a-plate  opportunities  into  the  round  file. 

But  when  this  is  impossible,  some  of  the  above  ought 
to  give  you  some  good  ideas  for  replying  to  what's  be- 
come such  a  big  percentage  of  incoming  company  mail. 


BEFORE  TV  KILLED  NEWSREELS 


they  were  such  an  exciting  part  of  all  our  lives  and  movie- 
going  that  there  were  theaters  in  most  major  cities  which 
showed  only  newsreels.  The  impact  they  enjoyed  is  power- 
fully brought  back  in  an  absorbing  new  documentary, 
Yesterday's  Witness:  A  Tribute  to  the  American  Newsreel 
(Blackwood  Productions),  which  interlaces  excerpts  with 

IT'S  RARELY  A  MISTAKE 

to  give  the  boss  credit  when  it  isn't  due. 


poignant  reminiscences  by  old  Voices  and  cameramen. 

The  final  scene  is  absolutely  guaranteed  to  crack  you  up 
—that  immortal  sequence  when  Mrs.  Harry  Truman  bangs 
away  endlessly  with  a  bottle  of  champagne  on  the  nose  of 
a  new  military  plane,  to  be  succeeded  gallantly  by  a  mus- 
cular military  aide— who  can't  break  it  either. 

AUTHORITY'S  SHARED 

only  when  the  sharer  is  sure  of  his. 


_M  AJfOI  M  K.  FOBRF* 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F. 


Not  Enough  Teeth 

If  the  federal  government  spends 
$460  billion  in  fiscal  year  1978,  which 
is  roughly  what  the  President  pro- 
poses, and  takes  in  something  like 
$400  billion  in  taxes,  who  do  you  sup- 
pose pays  the  other  $60  billion?  The 
tooth  fairy? 

—Milton  Friedman, 
U.S.  News  &  World  Report 

Advice  to  Executives 

One  of  the  greatest  strengths  of  a 
successful  business  executive  is  the 
ability  to  recognize  reality,  however 
unappealing  it  may  be.  One  impor- 
tant reality  is  the  reliance  of  most 
Americans  on  television  for  their 
news.  So,  whatever  its  faults  and 
whatever  the  difficulties  of  dealing 
with  television  news,  business  should 
learn  how  to  play  the  TV  game. 

My  guess  is  that  businessmen  just 
aren't  willing  to  do  the  very  hard 
work  of  getting  their  thoughts  so  well 
organized  that  they  can  summarize 
their  positions  briefly.  When  they  deal 
with  their  subordinates  they  can  take 
as  much  time  as  they  need  and  over- 
whelm any  opposition  with  the  sheer 
weight  of  their  words.  But  there's  no 
way  to  do  this  on  TV.  If  we  gave 
them  the  time,  they'd  put  the  view- 
ers to  sleep. 

—Dan  Cordtz, 
economics  editor  at  American 
Broadcasting  Cos. 


©American  Medical  News 
"My  client  would  like  to  know  how  long 
your  client  has  had  this  pain  in  the  stomach." 


Help  the  Taxpayer 

The  U.S.  system  of  progressive  in- 
come tax  assumes  that  any  increase  in 
income  constitutes  real  purchasing 
power.  It's  irrational  under  this  doc- 
trine to  make  people  pay  taxes  at  a 
higher  rate  simply  because  inflation 
pushes  them  into  a  higher  tax  brack- 
et. ..  .  The  Canadian  system,  called 
indexing,  is  a  plan  whereby  the  major 
personal  exemptions— personal,  mari- 
tal and  dependent,  and  those  for  the 
aged,  blind  and  disabled— are  adjust- 
ed and  the  rate  brackets  moved  to 
conform  to  changes  in  the  consumer 
price  index.  .  .  .  An  indexing  system 
would  at  least  assure  the  American 
taxpayer  that  the  taxes  he  pays  would 
not  continue  to  rise  simply  because 
of  inflation— an  assurance  he  certain- 
ly doesn't  have  now. 
—Citibank  Monthly  Economic  Letter 


Heat-  and  Air-Conditioning 
From  Nature 

Harold  R.  Hay,  a  California  inven- 
tor, has  built  a  test  house  which  uses 
nothing  more  elaborate  to  heat  and 
cool  it  than  a  rooftop  pond  of  water 
covered  by  a  sheet  of  movable  in- 
sulation. A  prototype  home  is  cur- 
rently being  tested  at  Atascadero, 
California. 

Steve  Baer,  a  backyard  inventor 
in  New  Mexico,  has  built  a  wall  out 
of  water-filled  55-gallon  oil  drums. 
The  southerly  facing  drum  wall  of  his 
"zome,"  as  it  is  called,  is  covered  by 
plate  glass  and  a  movable  door,  which 
can  be  operated  to  warm  or  to  cool 
the  water.  The  zome's  drums  and  sky- 
lights keep  the  inside  temperature  in 
the  55-to-75-degree  range  in  winter 
and  below  82  degrees  during  the  sum- 
mer, even  though  outside  tempera- 
tures may  range  from  zero  in  winter  to 
more  than  100  degrees  in  summer. 

—Sam  Love, 
Smithsonian 

Greener  Pastures 

When  Gov.  Dolph  Briscoe  of  Texas 
said  that  with  proper  care  oil  and  gas 
could  be  extracted  "in  an  environ- 
mentally safe  manner,"  [Interior  Sec- 
retary Cecil]  Andrus  agreed  that 
"there's  nothing  prettier  than  those 
cattle  grazing  out  there  among  the 
pumps  in  Texas." 

—Tom  Wicker,  New  York  Times 


MISPLACED  OPPOSITION 


The  medical  profession  has 
greeted  with  hostility  President 
Carter's  proposals  for  curbing  spi- 
raling  health  care  costs  (see  p.  53). 
The  President  wants  to  limit  an- 
nual increases  in  hospital  revenues 
to  the  rate  of  inflation,  plus  a  small 
amount  to  cover  growing  hospital 
treatment.  Hospital  costs  make  up 
a  substantial  portion  of  this  coun- 
try's health  bill. 

Doctors  and  hospital  administra- 
tors should  think  long  and  hard 
before  going  all  out  to  torpedo  the 
President's  suggestions. 

There  is  simply  no  way  that 
hospital  costs  can  continue  to  soar 
at  current  rates:  15%  a  year,  or 
more  than  twice  the  rate  of  in- 
flation. The  cost  of  an  average 
hospital  stay  has  quadrupled  since 
1965— even    though    the  average 


By  M.S.  Forbes  Jr. 

length  of  stay  for  a  patient  has  de- 
clined. In  11  years  the  cost  of  med- 
ical care  in  the  U.S.  has  jumped 
from  $42  billion  to  $160  billion. 

Because  of  the  nature  of  today's 
health  delivery  system,  the  re- 
straining influence  of  market  forces 
does  not  come  into  play.  How  many 
people  are  going  to  "shop"  an  ap- 
pendectomy among  doctors  to  de- 
termine the  best  price?  In  addition, 
because  over  90%  of  hospital  bills 
are  covered  by  government  and 
private  insurance,  hospital  manag- 
ers and  physicians  have  little  in- 
centive to  limit  expenses. 

For  people  without  adequate  in- 
surance, health  care  becomes  even 
more  unaffordable.  For  the  rest  of 
us,  it  means  gigantic  insurance  pre- 
mium increases,  higher  taxes  to 
cover  government  health  outlays 


and  higher  prices  for  everything 
else  as  businesses  pass  on  their  own 
increased  health  insurance  costs. 

The  status  quo  is  untenable,  and 
the  medical  profession  would  be 
foolish  in  thinking  otherwise.  If 
they  believe  Carter's  ideas  are  no 
good,  they  should  come  up  with 
workable  alternatives.  So  far  they 
have  not;  judging  from  past  experi- 
ence, it  is  unlikely  they  will. 

Price  controls  are  ultimately  self- 
defeating.  The  President  realizes 
that  his  requests  are  stopgaps,  a 
way  to  buy  time  to  come  up  with 
more  durable  solutions.  If  nothing 
is  done  now  to  slow  the  dizzying 
pace  of  medical  inflation,  we  could 
eventually  end  up  with  a  govern- 
ment-run health  system  with  all  the 
shortcomings  of  the  Post  Office— less 
service  at  a  higher  cost. 
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Where  are  gold 
prices  headed? 

The  price  of  gold  has 
changed  dramatically  in 
recent  months  so  naturally 
gold  futures  trading  on  our 
International  Monetary  Mar- 
ket has  been  very  brisk. 

Nobody  knows  for  sure 
which  way  gold  prices  are 
headed  next.  But  if  you  have  an  opinion— and  if  you  act 
upon  it— and  if  you  are  right,  you  stand  to  make  money. 
The  converse  is  that  you  could  lose  money.  But  you 
needn't  lose  much  even  if  you're  wrong.  Prudent  traders 
cut  their  losses  quickly  and  let  their  profits  run. 

To  learn  more  about  gold  futures  trading,  currency 
futures  trading  or  any  of  our  other  interesting  contracts, 
call  toll-free  in  the  continental  (IS.  800-243-5676;  in 
Connecticut  call  1-800-882-6500.  Or  send  the  coupon. 


■Mail-in  Coupon- 


Your  name 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market       Associate  Mercantile  Market 

Your  address 


Please  circle  those  commodities  you're  interested  in.  Send  to  CME.  444  W  Jackson  Boulevard,  Chicago,  Illinois  60606    Dept.  4351 


Live  cattle  Frozen  skinned  hams 

Feeder  cattle  Boneless  beef 

Live  hogs  Copper 

Frozen  pork  bellies  Gold 


QS.  silver  coins 
United  States  treasury  bills 
Deutschemarks 
Japanese  yen 


Canadian  dollars  Lumber  Frozen  eggs 

British  pounds  Russet  Burbank  potatoes  Milo 

Swiss  francs  Fresh  eggs  Butter 

Mexican  pesos  Mest  run  eggs  Turkeys 


A  Federally  Licensed  Contract  Market 


Dravo  can  turn  this  dust  bowl 
into  a  cereal  bowl. 


World  demand  for  grain  is  in- 
creasing by  more  than  12  million 
metric  tons  a  year.  Many  devel- 
oping countries,  in  particular, 
can't  presently  produce  enough 
to  meet  their  needs. 

Only  about  10  percent  of  the 
world's  land  area  is  under  culti- 
vation. More  could  be  put  to 
productive  use.  But  in  many 
cases  irrigation  will  be  neces- 
sary to  make  it  fully  arable. 

Dravo,  with  a  background  of 
85  years  in  heavy  civil  construc- 
tion and  engineering,  is  experienced 


in  building  irrigation  systems 
and  related  facilities.  Right  now 
we're  completing  a  $56  million 
system  to  irrigate  41,000  acres 
of  land  in  Algeria.  And  we've 
recently  built  massive  rockfill 
dams  for  irrigation  projects  in 
Australia  and  the  United  States. 

At  Dravo  we're  helping  meet 
man's  needs  for  more  food  in 
many  ways.  For  example,  more 
than  160  of  our  Rotocel*  facili- 
ties for  production  of  high-protein 
meal  from  soybeans  or  sugar 
from  cane  have  been  built  through- 


out the  world.  And  to  the  world's 
1.5  million  new  mouths  to  feed 
each  week,  our  work  in  food 
production  may  be  a  lifesaver. 

Dravo  Corporation 
One  Oliver  Plaza 
Pittsburgh,  Pa.  15222 


A  company  of  uncommon  enterprise 


ugh  it  may  go  many  directions,  is  not  o  random  process. 


Successful  planning  for  growth  must 
start  where  growth  itself  starts.  At 
the  roots. 

The  roots  of  a  business  determine  the 
direction  of  its  branches.  And  how  far 
they  should  extend.  The  roots  provide 
the  nourishment  that  keeps  those 
branches  alive. 

So  at  Continental  Dank,  we  always 
approach  o  client's  future  growth  by 
first  considering  his  present  foundation. 
Only  with  that  in  mind  can  we  help 
him  determine  potential  directions 
and  which  ones  are  best. 

Maybe  you're  a  growing  business.  If 
so,  let's  talk.  Together,  we'll  make  sure 
you're  going  in  the  right  direction. 
And  growing  as  fast  as  you  can. 

We'll  find  a  way. 


CONTINENTAL 
BANK 


SUBSIDIARY  OF  THE  WORLDWIDE 
CONTINENTAL  ILLINOIS  CORPORATI 
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How  big  rigs  like  this  °°  r*  J-jJj 

get  some  of  their  momentum  from 
an  industrial  products  company 
like  Colt  Industries. 


They  get  more  road  time  and  less 
downtime  with  Stemco  wheel  lut 
cation  systems  from  our  Garlock 
Truck  Products  Division  —  systerr 
that  continually  lubricate  vital 
wheel  bearings,  permit  easy  visu, 
checking  and  refill.  Garlock  mak< 
over  100,000  different  industrial 
seals  and  components  for  both 
original  equipment  and  replace- 
ment markets.  And  Garlock  is  the 
newest  of  the  well-known  produc 
names  that  make  us  what  we  are 
today.  A  leading  supplier  to  majo 
markets  in  the  industrial  sector  o 
the  U.S.  economy.  For  our  latest 
financial  reports,  write 
Colt  Industries  Inc,  Dept.  1, 
430  Park  Ave..  New  York,  N.Y.  1001 


Crucible  specially  steals  □  Trent  welded  stainless  steel  pipe  and  tubing 
Crucible  permanent  magnets  and  coil  springs  •  Fairbanks  Morse  diesel  engines 
Fairbanks  scales  •  Pratt  &  Whitney  and  Elox  production  equipment  •  Quincy 
compressors  •  Central  Moloney  transformers  □  Chandler  Evans  fuel  controls 
Fairbanks  Morse  pumps  •  Holley  carburetors  □  Garlock  industrial  seals  and 
components  □  Colt  firearms  and  sporting  equipment 


Colt  Industries 


Forbes 


Carter's  Stab 
At  Health  Care 


The  Administration's  attack  on  rising 
hospital  costs  draws  more  criticism 
than  support — but  change 
is  coming  nonetheless. 

The  U.S.  health-care  industry  is  a 
thicket  of  special-interest  groups,  and 
President  Carter's  recent  proposal  to 
control  hospital  costs  manages  to 
alienate  nearly  all  of  them.  That 
means  the  White  House  plan  for  rev- 
enue ceilings  will  get  nowhere— de- 
spite the  fact  that  some  restraints  on 
medical  spending  are  sure  to  be  en- 
acted this  year. 

Nearly  everyone  in  the  $160-billion- 
a-year  health-care  sector  pays  lip  ser- 
vice to  the  goal  of  keeping  costs  down. 
Hospital  charges— the  fastest-growing 
segment— are  climbing  15%  annually. 
At  that  rate,  medicine  will  soon  con- 
sume one-tenth  of  the  gross  national 
product.  Still,  Carter's  control  pack- 
age has  almost  no  strong  supporters 
and  some  very  determined  enemies. 

Some  of  the  opposition  is  obvious. 
The  nation's  6,000  hospitals  resent  be- 
ing singled  out  for  regulations  that 
don't  cover  other  segments  of  the 
economy.  Doctors,  though  their  fees 
are  exempted  from  ceilings,  fear  the 
program  will  sooner  or  later  be  ex- 
tended to  them. 

Ethical  drug  companies  and  medi- 
cal suppliers  worry  about  the  impact 
on  their  businesses.  Sales  of  $500,000- 
X-ray  body  scanners  have  already 
slumped  50%  since  milder  capital  ex- 
penditure restraints  became  effective 
last  year. 

Surprisingly,  however,  business  and 
labor— the  two  groups  that  ultimately 
foot  most  of  the  nation's  $65-billion 
hospital  bill— don't  like  the  Adminis- 
tration's plan  either.  Union  leaders 
are  miffed  that  Carter  has  put  cost 
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controls  ahead  of  national  health  in- 
surance on  his  policy  agenda.  Even 
though  hourly  wages  (perhaps  half 
of  all  hospital  costs)  are  exempted 
from  the  9%  growth  cap,  AFL-CIO 
Chief  George  Meany  has  said  that  he 
will  support  only  a  portion  of  the 
President's  program. 

Labor  lobbyists  want  the  limits 
broadened  to  cover  physicians.  "Any 
health  program  must  control  all  the 
levers,"  explains  Melvin  Glasser,  di- 
rector of  the  United  Auto  Workers' 
social  security  department.  Because 
Carter's  plan  exempts  out-patient  care, 
he  expects  hospitals  to  unbundle  their 
services  and  avoid  the  revenue  ceil- 
ings. "That's  what  the  doctors  did  dur- 
ing the  Nixon  controls,"  Glasser  says. 
"Instead  of  paying  $15  for  an  office 
call  and  a  shot,  you'd  get  charged  $15 


for  the  visit  and  a  separate  $10  for 
the  shot." 

Business  doesn't  like  the  Carter  ini- 
tiatives for  a  more  philosophical  rea- 
son. General  Motors,  for  example,  now 
pays  $120  monthly  per  employee  for 
health  benefits— up  20%  in  the  past 
12  months  alone. 

Victor  Zink,  who  is  in  charge  of 
GM's  $1.1 -billion  program,  would 
love  to  see  costs  stop  spiraling.  "But 
we  can't  say  regulation  is  good  for 
hospitals  and  bad  for  GM,"  he  ex- 
plains. "Corporations  will  stand  back 
and  let  others  fight  it  out  on  this." 

The  Carter  initiatives,  of  course, 
didn't  come  in  a  vacuum.  Last  year 
three  key  senators— Herman  Talmadge 
(D-Ga.),  Russell  Long  (D-La.)  and 
Abraham  Ribicoff  (D-Conn. )—  devel- 
oped another  approach  to  containing 
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hospital  costs.  Their  plan  is  to  reim- 
burse hospitals  based  on  average  costs 
for  a  particular  procedure.  Institu- 
tions that  exceed  the  mean  could  keep 
a  portion  of  their  savings;  those  that 
do  worse  would  have  no  choice  but 
to  economize. 

At  least  a  portion  of  the  hospital 
industry  strongly  favors  this  alterna- 
tive to  the  Carter  proposal.  "It  re- 
wards efficiency,"  explains  David 
Jones,  chairman  of  Humana,  Inc., 
which  operates  some  60  hospitals. 
"Allowing  9%  revenue  increases  across 
the  board  gives  money  to  people  who 
are  part  of  the  problem."  Humana 
and  other  for-profit  hospital  chains— 
now  about  10%  of  the  industry- 
think  they  could  benefit  under  such 
reimbursement  policies  in  two  ways. 
As  low-cost  operators,  they  might  in- 
crease profits;  and  nonprofit  institu- 
tions might  seek  the  management  con- 
tracts they  offer. 

Private  insurers  question  the  aver- 
age-cost approach  because  at  present 
it  applies  only  to  Medicare  and  Medi- 


caid payments.  Instead,  they  register 
qualified  support  for  the  Carter  pack- 
age. "Much  as  we  don't  like  govern- 
ment restrictions,  the  marketplace  isn't 
working  in  health  care  and  we've  got 
to  do  something,"  says  Burton  Burton, 
who  is  head  of  the  group  insurance 


division  at  Aetna  Life  &  Casualty,  a 
leading  health-care  company. 

Insurance  firms,  however,  view  the 
Carter  controls  only  as  a  stop-gap 
measure.  They  favor  a  third  alterna- 
tive: state  regulation  of  hospital  rates. 
Already,  some  jurisdictions  have  im- 
plemented such  plans  effectively,  and 
the  Administration's  legislation  would 
allow  them  to  continue.  Last  year, 
for  example,  Connecticut's  four-year- 
old  program  kept  hospitals  to  a  10% 
revenue  increase— about  two-thirds  of 


the  national  level.  Blue  Cross  typically 
opposes  such  schemes  since  state  reg- 
ulators typically  chip  away  at  the 
discounts  it  receives  from  hospitals, 
but  local  officials  welcome  nonfederal 
control. 

Brickbats  and  confusion  aside,  Con- 


gress will  do  something  soon  about 
health-care  costs.  What  results  will 
probably  be  an  amalgam  of  the  sev- 
eral options  currently  being  discussed 
—with  less  resemblance  to  the  Ad- 
ministration suggestions  than  to  other 
alternatives. 

If  the  program  works,  private  hos- 
pitals and  insurers  can  maintain  their 
role  in  the  nation's  health  delivery  sys- 
tem. If  not,  costs  will  continue  to 
soar  and  nationalization  may  be 
inevitable.  ■ 


". . .  'We  can't  say  regulation  is  good  for  hospitals 
and  bad  for  GM.  Corporations  will  let  others  fight' . . ." 


Tale  Of  Woe 

Poor  McLouth  Steel:  So  full  of 
promise  yet  so  full  of  problems. 


Most  steel  companies  had  a  poor 
first  quarter,  and  Detroit's  McLouth 
Steel  Corp.  had  a  disastrous  one,  with 
profits  plunging  83%,  to  $586,000. 
Nothing  has  gone  right  for  McLouth 
lately. 

Unlike  other  steel  companies,  which 
depend  more  heavily  on  capital 
spending  for  plant  and  equipment, 
McLouth  depends  on  the  U.S.  auto 
industry,  which  has  been  doing  well. 
Yet  McLouth  foundered  badly.  Last 
year  its  sales  were  a  record  $512  mil- 
lion, but  its  profits  were  $11  million, 
a  paltry  2.2%  return.  What's  the  real 
problem? 

"The  main  problem,"  says  McLouth 
Chairman  Gene  Gann,  60,  "is  raw 
materials.  We  don't  make  a  pound  of 
coke  yet  and  we  use  up  to  100,000 
tons  a  month.  Coke  prices  are  out  of 
control  now."  Since  1970,  coke  prices 
have  nearly  tripled,  to  $85  a  ton. 

In  an  effort  to  gain  some  indepen- 
dence, Gann  offered  to  buy  out  Al- 
lied Chemical's  Ironton  coke  facilities 
last  December.  Allied  accepted.  In 
working  out  the  financing,  though, 
Gann  may  have  lost  the  independence 
he  so  badly  wants.  He  needed  a  total 
of  $60  million  to  finance  the  deal, 
about  half  of  which  will  go  toward 
capital  improvements  necessary  to  in- 


sure compliance  with  Environmental 
Protection  Agency  requirements.  In- 
surance companies  have  put  up  $50 
million.  Gann  got  the  remaining  $10 
million  from  Cleveland-Cliffs  Iron  Co., 
a  leading  iron-ore  producer,  in  ex- 
change for  some  500,000  shares 
of  McLouth  convertible  preferred. 
Cleveland-Cliffs  already  owns  95,000 
shares  of  McLouth  common.  The  pre- 
ferred shares  are  convertible  to 
550,000  common  at  the  discretion  of 
the  owner.  Officially  Cleveland  main- 
tains that  it  has  "no  current  plans  to 
enlarge  on  its  investment  in  Mc- 
Louth" .  .  .  but  Wall  Street  has  heard 
that  one  before. 

Even  if  Cleveland-Cliffs  holds  back, 
there  is  yet  another  suitor.  Last  year, 
right  before  one  of  its  mines  blew  up 
(killing  26  people,  including  three 
federal  mine  inspectors),  Blue  Dia- 
mond Coal  Co.  filed  a  13-D  with  the 
Securities  &  Exchange  Commission. 
The  company  told  the  Commission  it 
planned  to  use  internally  generated 
funds  to  increase  its  6%  interest  in 
McLouth  until  it  got  working  con- 
trol. Blue  Diamond's  cash  is  tied  up 
now  in  the  cost  of  getting  its  mine 
back  into  production,  but  the  intent 
to  purchase  control  of  McLouth  hasn't 
changed,  according  to  Balph  Dye,  vice 


president  for  corporate  development. 

What  makes  this  troubled  company 
such  an  attractive  target?  Some  of  the 
most  modern  plant  in  the  industry- 
plus  location  in  an  area  that  consumes 
more  steel  than  it  produces. 

A  decade  ago  McLouth  had  aspira- 
tions for  technological  leadership  in 
the  steel  industry.  It  became  the  fir^t 
company  to  introduce  efficient  basic 
oxygen  furnaces  in  the  U.S.  It  also 
installed  a  process  called  continuous 
casting,  which  eliminated  several 
steps  in  the  steelmaking  process.  The 
program  cost  $105  million. 

The  new  machinery  caused  the 
company  to  sink  into  the  red  for  three 
years  while  it  worked  out  the  kinks. 
But  it  made  it  possible,  Gann  claims, 
for  McLouth  to  produce  flat-rolled 
steel  more  efficiently  than  any  com- 
petitor, including  U.S.  Steel  and  In- 
land, which  eventually  began  using 
continuous  casting  themselves. 

McLouth  has  problems  besides 
takeover  threats  and  coke  prices. 
Some  are  just  bad  luck.  Last  year  it 
scheduled  a  furnace  refining  during 
July  and  August,  usually  the  slack 
season,  for  auto  industry  orders.  De- 
mand suddenly  spurted  for  45  days 
while  McLouth's  hot-metal  capacity 
was  cut  in  half.  This  year,  subzero 
weather  caused  water  pipes  to  burst, 
disrupting  the  mill's  cooling  system 
for  about  six  weeks.  Profits  are  so  low 
that  last  month  the  banks  forced 
Gann  to  omit  dividend  payments. 

So  there  McLouth  founders— full  of 
promise  but  full  of  problems,  a  per- 
fect takeover  target.  ■ 


54 


FORBES,  MAY  15,  1977 


IMothing-ls-Too-Good- 
For-Our-Stockholders 
Department   

Anderson,  Clayton  has  offered  an  excellent  price 
for  Gerber  stock.  But  management  wants 
to  block  the  offer.  Who  is  working  for  whom? 


John  C.  Suerth  was  sojourning  in 
balmy  Naples,  Fla.  last  month  when 
a  visitor  came  and  spoiled  his  vaca- 
tion. Suerth  is  chairman  of  baby- 
Food-making  Gerber  Products  Co.  His 
visitor  was  T.J.  Barlow,  chairman  of 
Houston-based  Anderson,  Clayton  & 
Co.  Barlow  informed  Suerth  that  An- 
derson, Clayton  (sales:  $759  million) 
wanted  to  offer  to  buy  Gerber  (sales: 
$372  million)  and  would  offer  $40  in 
cash  for  each  of  Gerber  Products'  8.1 
million  shares. 

The  offer  came  as  no  complete  sur- 
prise. Barlow  and  Suerth  had  met  at 
least  two  times  previously  and  talked 
about  a  tender,  but  at  a  less  gener- 
ous price— $32  a  share. 

This  time  Suerth  apparently  hid  his 
true  feelings,  telling  Barlow  he'd  like 
to  think  over  the  offer  and  discuss  it 
with  his  board.  Think  it  over?  Noth- 
ing of  the  kind.  Suerth  lost  no  time 
in  fighting  to  thwart  the  takeover. 

But  Suerth  had  a  problem.  By  any 
standards,  Anderson,  Clayton  had 
made  a  generous  offer.  When  the  baby 
boom  leveled  oft,  so  had  Gerber's 
earnings.  Diversification  into  other 
baby  products  and  insurance  hadn't 
made  Gerber  a  growth  company— 
though  a  recent  projected  miniboom 
in  babies  makes  the  earnings  outlook 
brighter  again.  Its  stock  had  sold  as 
low  as  8%  in  1974,  at  only  21  last  No- 
vember and  now  is  back  to  the  mid- 
30s.  (It  probably  wouldn't  be  that 
high  but  for  Anderson,  Clayton's  buy- 
ing 90,000  shares  in  the  open  market. ) 

And  consider  the  Anderson,  Clay- 
ton offer:  It  was  more  than  twice 
book  value  and  a  multiple  of  about 
14  times  last  year's  earnings  in  a  mar- 
ket where  a  price/ earnings  multiple  of 
seven  is  common. 

That  was  apparently  what  fright- 
ened Suerth.  How  many  stockholders 
would  resist  an  offer  like  that?  And 
the  chances  weren't  good  that  any- 


one else  would  come  along  and  top       j<~v  ;! 
the  offer.  r^nr 

Nevertheless,  Suerth  and  his  board 
decided  to  spend  stockholders'  money 
to  prevent  the  same  stockholders  from 
taking  such  an  attractive  deal.  The 
Gerber  management  tried  almost  ev- 
erything in  the  book.  It  filed  for  a 

state  hearing,  which  under  Michigan           /^'  etj 

law  bars  Anderson,  Clayton  from  buy- 
ing shares  until  July  7. 

At  the  same  time  Gerber  filed  suit  million  in  illegal  payments  (although 
in  federal  court,  raising  questions  the  payments  have  been  amply  re- 
about  antitrust  and  federal  security  ported  in  the  press).  Anderson,  Clay- 
law  violations  in  Anderson,  Clayton's  ton  would  therefore  lose  customers, 
proposed  acquisition.  And  what  are  What  a  possible  loss  of  customers  by 
those  questions?  Anderson,  Clayton  had  to  do  with  the 

Among  other  things,  Gerber  con-  offer  was  not  made  clear.  The  offer, 
tends  that  the  purchase  of  Gerber  by  after  all,  was  for  cash,  not  for  Ander- 
Anderson,  Clayton  would  give  the  ac-  son,  Clayton  stock, 
quirer  monopoly  power  in  the  baby  Although  Gerber  claimed  that  the 
food  business— a  business  where  An-  offer  was  "not  in  the  best  interests 
derson,  Clayton  does  not  now  operate.  of  stockholders,"  it  had  at  least  the 
Said  one  disgusted  Wall  Streeter:  good  grace  not  to  claim  that  the  price 
"That's  like  saying  that  if  U.S.  Steel     was  too  low. 

acquired  Ralston  Purina  it  would  give  They  could  hardly  have  said  that, 
them  a  monopoly  in  the  pet  food  mar-  because  members  of  management  had 
ket.  Ludicrous!"  In  effect,  Gerber  was  actually  sold  Gerber  stock  recently 
inviting  the  Justice  Department  to  in-  at  a  price  substantially  below  what 
vestigate  Gerber's  own  69%  market  Anderson,  Clayton  had  offered.  In  a 
share  in  baby  foods.  form  14-D  filed  with  the  Securities  & 

Exchange  Commission  just  after  the 
offer,  Gerber  disclosed  the  following: 
Two  vice  presidents  had  sold  500 
shares  each  for  $29  and  $30  a  share; 
and  in  March  the  Daniel  F.  Gerber 
Trust,  one  of  whose  trustees  sits  on 
the  Gerber  corporate  board,  sold 
21,800  shares.  At  the  time  Gerber 
stock  was  around  30. 

If  management  people  had  been 
happy  to  accept  $30  a  share  or  less 
for  shares,  they  could  scarcely  claim 
that  $40  was  too  little. 

But  hell  hath  no  fury  like  that  of  a 
management  whose  independence  and 
perquisites  are  threatened.  Sometimes, 
the  fury  seems  to  become  downright 
incredible.  ■ 


Dreams  Of  Monopoly 


Not  content  with  accusing  itself  of 
being  a  monopolist,  Gerber  manage- 
ment really  took  a  flyer  into  fantasy 
when  it  charged  that  a  takeover  might 
lessen  competition  in  the  salad  dress- 
ing market.  Anderson,  Clayton,  with 
its  Seven  Seas  brand,  does  have  about 
12%  of  that  national  market.  Was  Ger- 
ber also  in  salad  oil?  Well,  not  ex- 
actly, but  we  had  been  giving  some 
thought  to  getting  into  it,  Gerber 
management  said. 

Then,  really  warming  up,  Gerber 
accused  Anderson,  Clayton  of  failing 
to  mention  in  its  offer  that  Anderson, 
Clayton  had  been  involved  in  $2.1 
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Buy 

Frogurt, 
Or  Else . .  • 


Ed  Gelsthorpe  must  trans- 
form a  regional  dairy  into 
a  national  food  company. 
The  key:  frozen  yogurt. 


Showboating:  Hood's  cost  in  restoring  and  transporting  this  old  ice 
cream  stand  to  a  museum  park  was  $100,000— the  cost  of  two  TV  spots. 


In  what  may  not  be  the  nick  of  time, 
H.P.  Hood,  Inc.,  the  largest  dairy 
products  company  in  New  England, 
has  lately  been  on  a  spending  spree 
unprecedented  in  its  130-year  history. 
In  the  past  18  months,  Chairman 
John  Fox  and  President  Edward  Gels- 
thorpe have  spent  some  $10  million 
developing  new  products  (a  frozen 
yogurt  and  a  processed  cheese,  among 
others)  and  recruiting  people  who  can 
sell  them.  Much  of  the  money  has 
been  spent  on  people— at  least  80  new 
managers  lured  away  at  good  money 
from  competitors  like  Kraft,  Procter  & 
Gamble,  Lever  Brothers,  Gillette. 
All  this  bustle  is  born  of  despera- 

Gelsthorpe:  "Can  we  afford  to 
move  slowly?"  he  asked  himself. 
And  his  answer  came  back,  "No." 


tion.  Once  a  proud  name  known 
throughout  the  Northeast,  Hood  has 
been  steadily  losing  position  in  the 
stores  to  competitors  with  more  mar- 
keting muscle.  Even  the  strongest  re- 
gional brand  names  and  reputations 
can  be  damaged  beyond  repair  con- 
tending for  shelf  and  freezer  space  in 
supermarkets  against  bigger  guys  who 
can  back  their  goods  with  massive 
direct  mail  campaigns,  newspaper  pro- 
motion tied  in  to  local  chains  and,  of 
course,  network  television  buys.  Hood 
also  stuck  too  long  perhaps  to  dairy 
ways  of  another  era.  Only  last  year 
Hood  finished  turning  over  its  home 
delivery  routes  throughout  New  En- 
gland to  its  milk  truckdrivers. 

For  such  reasons,  Hood  lost  money 
in  1975,  and  last  year  earned  a  thin 
0.7%  return  on  sales  of  $430  million. 

Fox  and  Gelsthorpe  have  no  choice 
but  to  try  to  "go  national"  with  Hood 
products.  The  hottest  prospect  they 
have  at  the  moment  is  their  frozen 
yogurt,  dubbed  "Frogurt"  by  Fox, 
which  flows  into  cones  like  a  soft  ice 
cream  and  can  be  sold  the  same  way, 
as  a  walk-away  treat  or  in  bulk  as  a 
take-home  dessert. 

Hood  has  a  considerable  head  start 
on  its  largest  direct  competitor  in  the 
field,  the  Danny- Yo  frozen  yogurt 
made  by  Beatrice  Foods  Co.'s  Dannon 
subsidiary.  Hood  had  been  making 
Frogurt  for  several  years  before  Gels- 
thorpe joined  the  company  in  Octo- 
ber 1975,  but  it  was  by  no  means 
making  the  most  of  it.  Gelsthorpe's 
predecessor  had  been  content  to  per- 
mit distribution  of  Frogurt  to  an  out- 
sider, who,  in  turn,  was  distributing 
it  to  some  200  health  stores  and  ice 
cream  parlors  across  the  nation  and 
making  a  fat  profit  on  it.  Gelsthorpe 
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bought  the  distributor  out  in  1976 
and  now  has  Frogurt  in  all  50  states 
plus  France  and  Sweden. 

Yogurt  products  are  booming  in  the 
U.S.-sales  at  retail  hit  $310  million 
last  year,  vs.  $25  million  in  1967.  And 
while  Dannon  has  an  estimated  25% 
of  the  total  yogurt  market,  it  is  far  be- 
hind Hood  in  the  frozen  stuff,  dis- 
tributing Danny- Yo  to  only  about  half 
the  national  market.  But  it  is  far  from 
clear  that  Hood,  even  with  its  head 
start,  can  play  the  national  game.  The 
company  is  long  on  debt  ($31  mil- 
lion, vs.  stockholders'  equity  of  $49 
million)  and  relatively  short  on  cash. 
That's  why  Gelsthorpe  is  promoting 
Frogurt  through  radio,  outdoor  and 
transit  advertising  campaigns  exclu- 
sively. They  are  the  only  media  Hood 
can  afford  right  now.  Dannon  can  de- 
ploy a  good  deal  more,  should  it  de- 
cide to.  Its  parent,  Beatrice  Foods, 
had  sales  of  $4.7  billion  last  year, 
more  than  ten  times  Hood's  sales. 

Just  how  limited  their  resources 
may  be  was  forcibly  brought  home 
to  Fox  and  Gelsthorpe  last  month  as 
they  drove  away  from  a  Boston  wharf 
where  an  old  roadside  ice  cream  stand 
—a  restored  wooden  milk  bottle  40 
feet  high— was  being  loaded  onto  a 
barge.  Hood  had  donated  it  as  a 
sculpture  for  a  new  museum  park. 
"The  vvhole  show,  bottle  and  all,  cost 
us  just  $100,000,"  Gelsthorpe  said. 
"Why,  you  could  only  get  two  30-sec- 
ond  television  commercials  for  that!" 

On  the  other  hand,  Hood  has  no  al- 
ternative but  to  play  with  what  it's 
got.  Gelsthorpe  says  that  the  first 
question  he  asked  himself  when  he 
joined  Hood  18  months  ago  was,  "Can 
we  afford  to  move  slowly?"  He  an- 
swered himself,  instantly,  "No."  ■ 
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You  Can't 

Go  Fast  Without 

Taking  Some  Bumps 


Things  are  rough  right  now  at 
Massey-Ferguson,  but  look  how 
far  this  Canadian  company 
has  come  in  a  few  years. 


?3  W^^M;if.ffe5ll 


Global  Strategy:  Canada's  Massey-Ferguson  saw  that  its  farm  equipment,  like  the  combine  above,  had  scant  hope  of 
major  market  share  in  the  rich  but  competitive  North  American  Corn  Belt.  Shrewdly,  Massey  went  abroad. 


Canadian-based  Massey-Ferguson 
Ltd.  has  to  rank  as  one  of  the  cor- 
porate world's  great  bootstrap  opera- 
tions. After  two  decades  under  Kan- 
sas-born Albert  Thornbrough,  64,  this 
formerly  obscure  outfit  has  grown  in- 
to a  globe-girdling  manufacturer  of 
farm  equipment,  with  sales  last  year 
of  $2.8  billion.  It  has  done  so  with- 
out benefit  of  a  strong  home  market 
and  against  competition  from  the  likes 
of  mighty  International  Harvester  and 
Deere  &  Co.  From  its  modest  Toronto 
headquarters,  Massey  now  operates 
50  plants  in  a  dozen  countries  and 
8,000  distributors  around  the  world. 

Deere,  the  U.S.  leader,  probably 
does  80%  of  its  farm  business  in  North 
America,  much  of  it  within  500  miles 
of  its  Moline,  111.  headquarters.  "We 
operate  on  a  different  scheme  from 
Deere,"  says  Thornbrough.  Massey 
sells  around  5%  of  its  agriculture 
equipment  at  home  in  Canada  and 
only  another  20%  or  so  in  the  U.S.  It 


grew  as  it  did  by  seeking  out  mar- 
kets ahead  of  Deere,  which  could  af- 
ford to  stick  more  to  exporting. 

Between  1974  and  this  year's  end 
Massey  will  have  poured  close  to  $500 
million  into  new  plant  and  equipment, 
expanding  in  Brazil,  in  West  Germany, 


in  Great  Britain  and  thrusting  deeper 
into  diesel  engines  and  industrial  and 
construction  machinery.  Over  these 
years,  the  company  boasts,  it  will 
have  outspent  its  bigger  U.S.  rivals. 
Of  course,  all  of  this  has  taken  a  toll 
on  the  balance  sheet.  From  $196  mil- 
lion in  1972,  its  debt  soared  to  $529 
million.  Where  Deere  &  Co.  has  only 
36  cents  in  debt  for  every  $1  of  equity 


capital,   Massey  now  has  66  cents. 

Nevertheless,  the  results  have  been 
spectacular  in  a  world  that  constantly 
needs  more  food  and  where  develop- 
ing nations  must  use  farm  machin- 
ery in  order  to  free  agricultural  work- 
ers to  man  factories.  In  1971  Mas 


sey  was  only  marginally  in  the  black, 
with  51  cents  a  share;  in  1973  it 
earned  $3.20;  in  1975,  $5.08.  In  the 
fiscal  year  ended  last  October,  with 
farm  machinery  booming  in  most 
lines,  Massey  earned  $6.04— a  spar- 
kling 18%  on  stockholders'  equity. 

As  could  be  expected  of  a  highly 
leveraged  company,  Massey  has  been 
hard  hit  by  this  year's  farm  machinery 


". . .  The  real  question  you  should  be  asking  is 
how  volatile  Massey's  earnings  will  be  in  relation 
to  the  industry  over  the  next  four  years' . . ." 
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slump.  In  the  first  fiscal  quarter  its 
earnings  collapsed,  from  63  cents  to 
just  3  cents  per  share.  Deere  was  also 
down,  but  by  only  13$,  while  Har- 
vester, even  with  the  benefit  of  a  bet- 
ter truck  business,  was  off  18%. 

Part  of  Massey's  problem  was  a 
strike.  Five  days  before  Christmas 
striking  assembly  workers  closed  Mas- 
sey's Banner  Lane  works  in  Coventry, 
England,  the  western  world's  largest 
tractor  plant.  The  plant  was  down 
for  ten  weeks.  That  certainly  hurt.  But 
what  really  clobbered  Massey's  earn- 
ings was  that  in  late  1976,  in  an  ef- 
fort to  slow  inflation,  the  military  rul- 
ers in  Brazil  turned  off  virtually  all  lines 
of  credit  to  farmers.  Massey  and  its 
Brazilian  dealers  were  suddenly  awash 
in  tractors.  Massey  is  Brazil's  largest 
farm  equipment  maker  with  about 
50%  of  that  market,  and  Brazil  is  Mas- 
sey's second-largest  market  (after  the 
U.S.),  with  15%  of  worldwide  sales. 

To  make  matters  worse,  the  farm 
equipment  business  in  North  America 
is  into  another  of  its  cyclical  down- 
turns. U.S.  and  Canadian  sales  this 
year  could  be  down  as  much  as  10%. 
It's  easy  to  see  why.  Across  the  land 
the  granaries  still  bulge  with  last 
years  crops.  Drought  conditions 
plague  most  western  farmlands.  Net 
farm  income,  a  barometer  of  future 
spending  patterns,  has  fallen  since 
1973.  "North  America  doesn't  look 
good,"  admits  Thornbrough  dourly. 

The  British  strike  is  over,  but  not 
the  Brazilian  credit  squeeze  or  the 
North  American  slump.  Massey's  sec- 
ond-quarter earnings  also  will  be 
sharply  lower.  For  the  full  year  end- 
ing Oct.  31  investment  analysts  close 
to  the  company  in  Canada  say  Mas- 
sey will  be  lucky  to  earn  $4.50  a  share, 


Massey  executives  eagerly  trot  out  fig- 
ures showing  that  North  Ameri- 
ca's share  of  the  world  tractor  market 
will  shrink  from  26%  today  to  19%  by 
1985  while  Latin  America's  share  will 
rise  from  14%  to  27%— and  Latin  Amer- 
ica is  a  particular  Massey  stronghold. 

In  Brazil,  Massey  now  boasts  six 
plants,  all  built  since  1961,  with  over 
1.4  million  square  feet  of  production 
space.  In  just  the  past  seven  months 
Massey  has  entered  into  two  more 
joint  ventures  with  governments  in 
Iran  and  Libya  for  the  production  of 
tractors  and  other  equipment.  Libya's 
psychopathic  dictator,  Muammar 
Qaddafi,  may  sound  like  an  unlikely 
partner,  but  Massey's  slogan  seems  to 
be:  Where  there  is  opportunity  there 
is  invariably  risk;  Qaddafi  is  a  risk 
like  any  other. 

In  Poland,  Massey  is  partner  with 
the  government  in  an  unusual  $400- 
million  project  that  next  year  will 
enable  the  Poles  to  produce  75,000 
tractors  and  90,000  diesel  engines  an- 
nually by  1980.  Instead  of  remitting 
profits  in  cash,  Massey  will  take  $400 
million  worth  of  equipment  over  the 
next  15  years  which  it  will  market 
outside  Poland.  The  deal  gets  Massey 
into  Eastern  Europe  while  at  the  same 
time  providing  badly  needed  hard 
currency  for  the  hard-pressed  Poles. 

Both  within  and  outside  farming, 
Massey  has  spent  heavily  tooling  up. 
There  is  a  line  of  190-horsepower 
tractors,  bigger  than  any  two-wheel 
drives  made  by  Deere  or  Harvester. 
Perkins  Engines,  its  British  subsidiary, 
has  expanded  to  the  U.S.  with  its  die- 
sel engine  capacity  by  buying  White 
Motor's  huge,  modern  Canton,  Ohio 
plant.  In  1974  Massey  spent  $45  mil- 
lion to  buy  West  Germany's  Hanomag, 


" . . .  Risky?  Of  course.  In  moving  into  industrial 
tractors,  Massey  is  up  against  the  likes  of 
Caterpillar  Tractor.  But  look  at  the  numbers  . . ." 


far  below  1976's  record  $6.04.  Quite 
clearly,  the  worst  is  not  over  for  Mas- 
sey. Its  stock  recently  sold  at  20, 
well  down  from  a  high  of  32  last 
year.  Says  Bobert  Lapointe  of  Cal- 
gary's Cavendish  Investing:  "I  won't 
buy  Massey  until  it  reaches  $14." 

So  things  will  be  rough  for  a  while. 
Al  Thornbrough,  dry  as  a  haystack 
in  manner,  mournful  in  countenance, 
concedes:  "I  cannot  guarantee  we 
won't  have  complications  from  time 
to  time."  But  he  then  goes  on  to  point 
out  Massey's  continuing  strengths. 

For  one  thing,  its  marketing  experts 
are  convinced  that  they  are  solidly 
positioned  in  the  geographical  prod- 
uct areas  where  the  growth  will  be. 
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one  of  the  largest  producers  of  indus- 
trial and  construction  machinery  in 
Europe.  There's  a  logic  to  these  Mas- 
sey moves:  Industrial  tractors  use 
much  the  same  components  as  farm 
tractors  and  are  often  handled  by 
the  same  dealers. 

Over  the  next  three  years  Massey 
will  change  60%  of  its  ICM  product 
line  by  launching  29  new  machines, 
designed  to  sell  in  the  Middle  East 
as  much  as  in  the  U.S.  "No  other 
manufacturer  is  doing  so  much,"  says 
J.  David  Goodson,  formerly  with 
Clark  Equipment  and  now  head  of 
Massey's  ICM  division. 

Bisky?  Of  course.  In  moving  into  in- 
dustrial tractors  and  the  like,  Massey 


Massey's  Thornbrough:  When  you 
enter  fast-growing  markets  like  Bra- 
zil, no  guarantees  against  upsets. 


is  coming  against  formidable  Cater- 
pillar, Deere,  Clark  and  Case.  But  look 
at  the  numbers:  Since  1967  Massey's 
nonagricultural  sales  have  increased 
400%,  from  $193  million  to  $771  mil- 
lion. As  for  the  risks  of  expanding  in 
the  developing  world,  Massey's  sales 
in  Brazil  alone  rose  twentyfold  to 
$400  million  in  a  decade. 

"I  don't  think  you  can  put  it  on 
the  basis  of  is  it  or  isn't  it  safe,"  says 
Thornbrough.  "Most  of  the  world's 
people  are  in  these  Third  World  areas. 
Somehow,  someway,  unless  there  is 
going  to  be  a  major  famine,  food  is 
going  to  be  made  available  to  them." 

"The  real  question  you  should  be 
asking,"  says  one  Massey  manager,  "is 
how  volatile  Massey's  earnings  will  be 
in  relation  to  the  industry  over  the 
next  four  years."  What  he  means  is 
that  foreign  markets  may  well  resume 
growing  before  North  American  ones 
will— the  North  American  market  is 
relatively  mature.  By  expanding  in  a 
bold  and  imaginative  way,  Massey 
has  taken  big  risks,  but  in  the  process 
has  grown  big  enough  and  diverse 
enough  to  survive  and  prosper  in  a 
business  where  there's  no  longer  room 
for  the  kind  of  smallish,  regional  com- 
pany Massey-Ferguson  once  was.  ■ 

FORBES,  MAY  15,  1977 


Easy:  With  government  help,  Fujitsu  (above)  and  other  Japanese  computers  now  hold  58%  of  their  home  market. 

The  Coming  Japanese 
Computer  Push 


For  all  their  business  prowess,  the  Japanese  haven't 

been  able  to  give  IBM  a  run  for  the  international  computer 

market.  But  don't  think  they  have  stopped  trying. 


Mi 


Systematically,  doggedly,  as  they 
did  in  cameras,  cars  and  TVs,  the  Jap- 
anese are  mounting  an  attack  on  the 
worldwide  computer  market.  They 
have  no  illusions  about  putting  In- 
ternational Business  Machines  out  of 
business,  but  they  plan  to  take  some 
chunks  out  of  its  hide. 

The  Japanese  mean  business: 

•  Fujitsu,  Japan's  most  successful 
computer  maker,  has  sold  346  sys- 
tems abroad  since  1966  (61  since 
1974),  some  for  as  much  as  $4  mil- 
lion. It  owns  a  29%  interest  in  Amdahl 
Corp.  of  Sunnyvale,  Calif.,  a  tech- 
nologically sharp  young  company 
based  in  the  most  attractive  market 
—the  U.S.  In  Europe,  an  Amdahl- 
Fujitsu  joint  venture  based  in  Ireland 
will  begin  manufacturing  for  sales  on 
the  Continent  later  this  year.  Fujitsu 
also  has  a  joint  venture  in  Spain. 

•  Hitachi,  the  giant  electrical-goods 
company,  has  goals  to  be  exporting 
between  10%  and  15%  of  a  $l-billion 
computer  output  by  1981.  It  has  al- 
ready sent  a  "technical  support  team" 
of  engineers  to  join  its  U.S.  sales  force. 

•  Nippon  Electric  Co.  has  estab- 
lished a  wholly  owned  subsidiary, 
NEC  Information  Systems  in  Lexing- 
ton, Mass.,  to  sell  computer  products. 

•  Most  important,  the  Japanese 
government  itself,  which  has  subsi- 


dized the  Japanese  computer  indus- 
try for  more  than  a  decade,  report- 
edly may  be  ready  to  directly  subsi- 
dize exports,  too. 

At  times,  the  Japanese  computer 
men  get  carried  away  by  their  zeal: 
A  Fujitsu  executive,  for  example, 
blandly  announces  Amdahl  (read  Fu- 
jitsu) could  have  as  much  as  30%  of 
the  large-scale  system  market  with- 
in three  years.  Hitachi,  whose  14%  of 
the  Japanese  computer  market  is  just 


sistently  harasses  IBM,  the  Japanese 
government  consistently  supports,  en- 
courages and  even  subsidizes  its  com- 
puter industry.  Where  the  U.S.  gov- 
ernment is  hung  up  on  antitrust,  the 
Japanese  government  encourages  joint 
efforts  to  create  fewer  but  stronger 
computer  makers.  Japan's  six  main- 
frame makers  will  soon  be  five,  with 
laggard  Oki  Electric  being  eased  out. 

In  Japan  itself,  where  $8  billion 
worth   of  computers   is   currently  in 


". . .  The  Japanese  may  stick  with  it  for  decades,  even 
if  they  lose  money:  Computers  are  the  foundation  of 
the  modern  industrial  economy  they  want . . ." 


2%  less  than  Fujitsu's,  is  not  moving 
as  swiftly  abroad  as  its  competitor, 
but  its  ambitions  are  as  high.  Besides 
its  recent  poking  around  in  the  U.S., 
Hitachi  has  just  contracted  to  deliver 
three  large-scale  computers  to  main- 
land China  for  weather  forecasting. 
A  Forbes  reporter,  visiting  its  Kana- 
gawa  factory  50  miles  south  of  Tokyo 
recently,  saw  eight  mainland  Chinese 
visitors  in  their  shapeless  green  out- 
fits among  Japanese  workers  dressed 
like  athletes  in  bright  track  suits. 

Where  the  U.S.  government  con- 


use  ( compared  with  about  $40  bil- 
lion here),  IBM  had  a  60%  market 
share  until  the  Japanese  government 
began  spoon-feeding  its  baby  comput- 
er industry  in  the  early  Sixties.  Now 
IBM,  even  though  it  still  has  the  larg- 
est market  share  in  Japan,  is  down  to 
only  26%.  Having  seized  a  major  part 
of  the  home  market,  the  Japanese  com- 
puter makers  are,  not  surprisingly, 
turning  overseas.  Explains  Yukimaro 
Kawatani,  general  manager  of  the  do- 
mestic market  planning  division  at  Fu- 
jitsu: "Our  production  scale  is  funda- 
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mentally  limited  by  Japanese  demand; 
we  need  an  outside  market." 

With  government  help,  the  Japan- 
ese may  keep  trying  in  the  interna- 
tional market,  even  if  they  lose  mon- 
ey: Computers  are  the  foundation  of 
a  modern  industrial  economy.  Re- 
source-poor Japan  must  be  an  indus- 
trial economy.  Therefore,  a  computer 
industry  of  the  necessary  scale  (and 
that  scale  is  international)  and  sophis- 
tication must  be  developed  even  if  the 
overseas  part  of  it  is  unprofitable.  At 


its    to    get    a    return  tomorrow." 

The  computer  companies'  solicitous 
mother,  MITI,  is  a  study  in  patience 
—and  is  quite  aware  that  it  will  pay 
a  heavy  price  to  compete  with  IBM. 

MITI  has  been  supporting  the  Jap- 
anese computer  industry  since  1961, 
when  it  created  Japan  Electronic 
Computer  Co.,  a  financing  company. 
Now  capitalized  at  $200  million, 
JECC  uses  government  money  and 
low-cost  government-directed  loans  to 
finance  rental  of  computers  produced 


". . .  In  the  factory,  eight  mainland  Chinese  visitors 
in  shapeless  green  outfits  stood  among  the  Japanese 
workers  dressed  like  athletes  in  bright  track  suits  . . .' 


least  that's  how  the  Japanese  see  it. 

The  Japanese  government's  stated 
goal  is  for  computer  exports  to  grow 
from  3%  of  total  production  now  to 
16%  of  a  much  expanded  base  by 
1985.  In  dollar  value,  according  to 
Japan's  Ministry  of  International 
Trade  &  Industry  (MITI),  that  would 
mean  a  rise  in  computer  exports  from 
$71  million  in  1975  to  $1.3  billion  by 
1985.  Even  if  achieved,  that  much  in 
sales  won't  throw  IBM  into  a  panic, 
but  it  could  seriously  hurt  some  of  the 
smaller  U.S.  computer  makers. 

How  long  will  it  take  to  become  a 
world  power  in  computers?  Not  even 
the  proud  Japanese  computer  execu- 
tives are  willing  to  predict.  But  they're 
patient.  In  his  Tokyo  office  overlook- 
ing a  vista  of  expressways  and  office 
buildings,  Takeo  Shiina,  48,  president 
of  IBM  Japan,  explains:  "Ever  since 
the  Meiji  Restoration  in  1868,  the 
Japanese  have  been  trying  to  catch  up 
with  the  rest  of  the  world.  It  took 
them  almost  a  century,  but  they  suc- 
ceeded. So  they  have  a  long-term  out- 
look; they  will  forego  today's  prof- 


by  Japanese  manufacturers.  On  top  of 
this,  the  Japanese  government  has  a 
buy-Japanese  policy.  Today  fully  85% 
of  the  computerized  equipment  used 
by  the  Japanese  government  and 
government-related  institutions  is  do- 
mestically produced.  That  includes 
computer  purchases  by  semipublie 
organizations,  like  universities,  the 
postal  service  and  the  Nippon  Tele- 
phone &  Telegraph  Corp.,  which 
generally  buy  Japanese  products. 

But  you  have  to  get  up  early  in 
the  morning  to  beat  IBM.  No  sooner 
had  the  Japanese  come  up  with  a 
substitute  for  IBM's  360  model  than 
IBM  brought  out  its  370. 

Again  MITI  came  to  the  rescue. 
Using  some  $250  million  in  subsidies 
as  a  carrot  and  its  political  weight  as 
a  stick,  MITI  corralled  the  mainframe 
manufacturers  into  three  groups  to  de- 
velop a  competitor  for  IBM's  370.  The 
two  strongest  companies,  Hitachi- 
tops  in  financial  strength  but  second 
in  technology— and  Fujitsu— impover- 
ished but  technologically  brilliant- 
were  paired.  Out  of  the  arrangement, 


Fujitsu  produced  its  M-190,  whil 
Hitachi  built  the  M-180,  both  in  lafc 
1974.  These  were  the  machines  whicl 
the  Japanese  used  to  pare  down  thi 
IBM  lead  in  large-scale  systems.  Oth 
er  combines  in  the  experiment  pro 
duced  their  own  IBM  370  competi 
tion.  A  Nippon  Electric- Tokyo  Shi 
baura  Electric  effort  produced  th< 
ACOS  line,  ready  in  1974.  Mitsubish 
Electric  and  Old  Electric  developec 
the  COSMO  system,  also  in  1974 

But  still  more  patience  will  be  need 
ed:  With  IBM  working  on  a  fourth 
generation  system,  the  Japanese  re 
main  half  a  decade  behind. 

The  patience  is  there;  MITI  won' 
give  up.  It  has  now  set  up  two  neu, 
groups,  Fujitsu-Hitachi-Mitsubish 
and  NEC-Toshiba,  to  develop  a  su- 
per VLSI  (very  large-scale  integrat 
ed  circuit)   as  the  basis  of  fourth 
generation  technology.  If  the  supei 
VLSI  enables  the  Japanese  to  make 
faster,  cheaper,  smaller  computers,  as 
MITI  hopes,  they  could  one-up  IBM 
(IBM,  alas,  is  working  on  the  same 
idea.)    MITI  also  is  subsidizing— at 
$25  million  over  five  years— some  17 
groups  of  firms  developing  possible 
software  systems  for  the  big  machines! 
to  come. 

As  Japanese  mainframe  producers 
see  it,  U.S.  computer  manufacturers 
are  already  reacting  to  their  threat 
They  point  to  IBM's  unusual  aggres- 
siveness lately;  since  March,  it  has 
cut  prices  30%  for  the  370/158  and! 
168  processing  units,  35%  on  main 
storage  for  those  and  other  models 
and  announced  its  new  3033  proces- 
sor for  large-scale  users. 

There's  no  question  but  that  the 
Japanese  are  cocky  and  intend  to  give 
IBM  a  run.  Tongue-in-cheek,  a  beam- 
ing Fujitsu  sales  executive  says:  "Our 
existence  is  good  for  IBM.  It  will  help 
them  prove  in  court  that  they  have 
tough  competition."  ■ 


Tough:  IBM  has  26%  of  the  Japanese  computer  market.  Can  the  Japanese  do  as  well  in  the  U.S.? 
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The  name  stands  out  in 
a  world  of  places. 


Anywhere  you  go,  the  name  means 
moving.  Because  — anywhere  you 
go— Mayflower  moves  you  wifh  its 
own  brand  of  custom  service,  door- 
to-door.  One  local  agent  to  make 
the  arrangements.  One  bill  of  lading 
at  the  other  end  of  your  move. 
Whether  you're  going  from 
Ashtabula  to  Denver.  From  Denver 
to  Hong  Kong.  Or  from  Hong 
Kong  to  Paris.  Our  system  of  fop 
agents  spans  the  United  States 
and  extends  to  1  1  5  countries 
around  the  world.  It's  o  system 
that  has  earned  Mayflower  the 
best-known  name  in  the  moving 
business.  It's  a  system  that  keeps 
us  first  in  the  minds  of  our 
customers.  Let  us  prove  our- 
selves to  you.  Clip  the  coupon 
to  your  right.  We'll  be  in  touch. 

Mayflower® 
Means  It. 


i 

m 
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Mail  this  coupon  to:  i 
Mayflower  ilB 

Dept.  F  "ML 
P.O.  Box  1 07B 
Indianapolis,  IN  46206 

Mayflower's  at  home,  abroad. 
Find  out  why  the  name  stands 
out  in  a  world  of  places. 


Approximate  moving  dote,  if  any 
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ICC  No  MC-2934 


800 
443*4221 

TOLL-FREE 
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uality. 

uality, 
ig,  eve 


f  Ij&J      Test  Program 
Styling 

1.  Front  End 

2.  Side  View 

3.  Rear  End  - 

4.  Overall  Exterior 

5.  Interior  Styling 


Ride 

6.  Riding  Comfort 

7.  Handwriting  Test 

8.  Quietness 


Driving 
9.  Cornering  Ability 

10.  Right  Front  Visibility 

11.  Parking  Brake 

12.  Windshield  Washer  Operation 


Quality 

13.  Door  Solidness 

14.  Carpeting 

15.  Upholstery 

16.  Sun  Visor 

17.  Stereo  Performance 

18.  Trunk  Carpeting 


Convenience 

19.  Door  Handle  Operation 

20.  Rear  Door  Window 

21.  Glove  Compartment 

22.  Window  &  Door  Lock  Controls 

23.  Ash  Trays 

24.  Assist  Straps 

25.  Front  Center  Arm  Rest 

26.  Key  Design 

27.  Interior  Lighting 

28.  SpareTire  Convenience 


Six  Passenger  Comfort 
29.  Seating  Comfort 


Trunk  Capacity 
30.  Spaciousness/Convenience 


Superior  overall 


;ar  what  impressed  some  of  these  big-car  owners  about  the 
uis, call. 800-443-4221  (except  Wyoming).  Or  write:  Nationwide 
umer  Testing  Institute,  Box  700,  Times  Square  Station,  New 
N.Y.  10036.  Better  yet,  go  to  your  Lincoln-Mercury  dealer  and 
vlarquis  yourself. 


MERCURY  MARQUIS 

LINCOLN-MERCURY  DIVISION 


Aaron  Ross, 
Wells  Fargo  man. 


Mike  Park, 
Wells  Fargo  mar 


M 


[ontello,  Nevada,  1883:  a 
.Wells  Fargo  Express  car  on 
the  Central  Pacific  Railroad  is 
attacked  by  five  armed  men. 
Uncoupling  the  other  cars,  the 
bandits  order  the  engineer  to  pull 
the  express  car  up  the  track.  Mean- 
while, Aaron  Ross,  the  lone  guard, 
has  fortified  the  car  by  placing 
boxes,  trunks  and  packages  at  the 
doors.  Ordered  out,  Ross  refuses 
and  the  bandits  open  fire.  Five  hours  later,  the  battle  is 
broken  off  and  the  robbers  retreat.  Ross  remains  in  pos- 
session of  the  car  and  its  treasure:  $80,000  in  gold  bullion. 
Afterwards  it  is  found  that  more  than  forty  bullets  have 
entered  the  car.  Aaron  Ross  remains  with  Wells  Fargo 
until  the  age  of  eighty-five. 
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hen  a  Fortune-500  con- 
glomerate invested  in 
California  citrus-growing  land,  I 
company  encountered  a  financi 
situation  entirely  dissimilar  to 
its  manufacturing-and-energy- 
development  background;  trees 
'WWSi&fL  mat  must  grow  seven  years  befc 
mkt\    ll     I  production  begins, and  con- 
Hm  Aff '  - 1  servative  credit  requirements 
governing  the  lending  of  money  on  agricultural  project 
financing.  That  was  when  Wells  Fargo  Vice  President  IV 
Park  came  up  with  an  imaginative  and  practical  credit 
solution-a  wraparound.  Park  suggested  a  loan  to  financ 
the  needs  of  the  project  until  the  crop  matured,  and  to 
preserve  the  low-interest-rate  mortgage  repayment  plat 
the  farmers  who  had  previously  owned  the  land.  Park's 
wraparound  helped  both  the  company,  which 
got  the  working  capital  it  needed,  and  the 
farmers,  who  were  able  to  moderate  the  cap 
gains  effect  on  the  sale  of  their  land  by  alio 
ing  them  to  receive  payments  in  installment 
Personal  effort:  it's  helped  make 
Wells  Fargo  America's  11th  largest  bank. 


Proven.  Wells  Fargo  Bank. 


San  Francisco  •  Los  Angeles 
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As  I  See  It 

Is  There  Any  Hope 
For  Britain?  

A  distinguished  Labour  politician-turned-busi- 
nessman thinks  there  is,  and  tells  how  and  why. 


"Toyota  in  1973  produced  2.3  mil- 
lion vehicles  with  43,000  employees, 
whereas  British  Leyland  at  its  best  in 
1972  made  1.9  million  vehicles  with 
170,000  employees.  Now  really.  Is  it 
any  wonder  the  Japanese  are  able  to 
steal  the  British  motorcar  market?" 

This  is  not  some  bitter  old  Tory 
speaking,  but  Lord  Robens,  the  one- 
time union  official,  Minister  of  Labour 
and  Labour  Party  Member  of  Parlia- 
ment (1945-1960),  who  pushed  for 
nationalization  of  the  British  coal  in- 
dustry and  later  made  a  brilliant  rec- 
ord running  the  nationalized  mines 
and  making  them  economically  viable 
again.  Now  chairman  of  the  big  firm 
of  Vickers  Ltd.,  Robens  is  saddened 
by  what  is  happening  to  Britain  to- 
day. But  he  doesn't  simply  blame  la- 
bor. In  the  same  recent  speech  he 
scolded  businessmen  for  their  labor 
relations  and  said: 

"Compare  our  record  with  that  of 
the  Germans.  In  1972  they  lost  66,000 
days  in  strikes;  we  lost  23.9  million 
days.  In  1974,  a  bad  year  for  them, 
they  lost  1  million  days;  we  lost  14.8 
million  days.  In  1975  the  Germans 
were  down  to  a  loss  of  68,000  days; 
we  lost  over  6  million.  Just  imagine 
the  amount  of  wealth  they  were  creat- 
ing while  we  were  lying  idle." 

Knowing  Lord  Robens'  reputation 
and  impressed  by  his  grasp  of  the 
facts,  Forbes"  Geoffrey  Smith  inter- 
viewed him  recently.  Smith's  first 
question  was:  "If  you  made  British 
factories  as  efficient  as  German  fac- 
tories, wouldn't  you  soon  have  half 
the  British  industrial  labor  force  out 
of  work?" 

Robens:  It  isn't  British  industry  that 
decides  the  numbers  of  workpeople 
employed.  It's  the  customers  of  Brit- 
ish industry  who  decide.  I  believe  that 
if  we  had  industrial  unionism  and  the 
sort  of  efficiency  that  would  flow 
from  it,  we  would  capture  a  larger 
share  of  the  world's  markets  and  that 
in  turn  would  mop  up  the  unem- 


ployed. But  you're  not  going  to  have 
customers  coming  back  to  buying 
from  you  if  you're  having  strikes  by  a 
few  people  who  stop  the  delivery  of 
their  goods  for  a  fortnight.  This  is 
fundamentally  the  Achilles'  heel  of 
this  country.  It  isn't  the  quality  of  our 
product.  It  isn't  the  lack  of  skill  of  our 
people,  or  the  lack  of  ability  of  our 
research.  It  is  simply  that  when  cus- 
tomers order  something,  they  expect 
it  on  the  due  date.  If  not,  they  go 
somewhere  else. 

It's  hard  to  fault  highly  skilled  tool- 
makers  at  British  Leyland  who  strike 
because  men  who  clean  out  toilets  are 
paid  more  than  they  are. 

Robens:  Yes,  but  let  us  not  confuse 
what  is  just  a  passing  experience  for 
something  that  is  permanent.  The 
present  problem  of  wage  differentials, 
which  is  deep  and  quite  understand- 
ably creating  great  bitterness  amongst 
working  people,  has  been  brought 
about  entirely  by  the  desire  of  govern- 
ment under  pressure  from  the  trade 
unions  to  have  this  "social  contract" 
which  calls  for  a  £.6-a-week  raise  all 
around.  Now  that  flat  wage  increase 
was  a  damaging  thing  because  it 
eroded  wage  differentials  between 
very  highly  skilled  people  and  un- 
skilled or  semiskilled  people.  The  lat- 
est stoppage  at  Leyland  was  entirely 
due  to  that.  But  I  think  workers  do 
understand  that  now. 

Suppose  we  assume  then  that  wage 
differentials  will  somehow  be  restored. 
What  about  the  terrible  fragmenta- 
tion in  the  trade  unions?  Won't  that 
still  cause  trouble? 

Robens:  Oh,  indeed.  I  think  this  is 
absolutely  right.  Two  of  our  motorcar 
companies  have  got  as  many  as  127 
different  labor  agreements.  They're  ar- 
guing about  wages  with  some  small 
group  almost  every  other  day.  Now  in 
the  American  experience  you  may 


Big  Union  Man:  The  first  step,  says 
Labour  peer  Lord  Robens,  is  to  merge 
many  of  Britain's  splinter  unions. 

have  a  strike  before  the  annual  or 
tri-annual  contract  is  signed  with  the 
autoworkers,  or  the  steelworkers.  But 
once  the  contract  is  settled,  that's  it. 

That  is  the  heart  of  the  problem. 
The  labor  organization  of  this  coun- 
try, based  on  the  craft  skills  of  over 
100  years  ago,  the  old  guild  unionism, 
is  in  the  Seventies  as  out  of  date  as 
is  the  penny-farthing  bicycle.  They 
ought  to  be  organizing  now  into  in- 
dustrial unions,  without  shadow  of 
doubt.  Without  shadow  of  doubt.  And 
I'll  go  a  step  further  and  say  this.  My 
colleagues  and  I  would  never  have 
been  able  to  make  the  tremendous 
changes  that  we  made  at  the  National 
Coal  Board  if  we  had  had  more  than 
one  union  to  deal  with. 

Let  me  tell  you  something.  Imme- 
diately after  the  war,  the  Foreign 
Secretary  of  this  country,  in  the  gov- 
ernment of  which  I  was  a  member, 
was  Ernest  Bevan.  Ernest  Bevan  had 
built  vip  the  Transport  and  General 
Workers  Union.  He,  more  than  any- 
body else,  understood  the  industrial 
union,  the  general  trade  union.  He 
was  asked  by  the  Americans  and  the 
French  to  take  care  of  reorganizing 
German  labor  unions  from  their  old 
Nazi  structures.  What  did  Ernie  Bevan 
do  on  the  basis  of  his  lifelong  experi- 
ence? What  he  did  was  this:  In  Ger- 
many today  you  have  16  industrial  la- 
bor unions,  produced  by  the  man  who 
knew  more   about  the  trade  union 
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movement  than  any  other  man  in  the 
world.  All  I  can  say  is  what  Ernie 
Bevan  did  for  Germany,  the  British 
trade  union  movement  ought  to  he 
doing  today  for  Britain. 

Surely  you've  made  that  same  ar- 
gument to  top  British  labor  leaders  .  .  . 

Bobens:  Most  of  them  say,  "Oh  yes, 
you're  quite  right.  We  ought  to.  But 
.  .  .  ."  Then  come  all  the  reservations. 

They  want  to  hang  on  to  their  own 
power  and  jobs.  .  .  . 

Bobens:  Of  course.  Vested  interests. 
They  don't  want  to  lose  their  power 
and  authority  within  their  own  union. 

So  what  will  force  the  needed 
merger  of  trade  unions? 

Bobens:  Nobody  can  force  the  ration- 
alization. This  is  a  question  of  leading 
the  horse  to  water.  Can't  make  it 
drink.  Now  what  might  help  them 
along  .  .  .  what  might  and  I  emphasize 
that,  put  three  lines  under  that ...  is 
if  it  were  possible  to  provide  some 
public  money  to  compensate  those 
union  officials  for  whom  there 
wouldn't  be  any  jobs.  Probably  the 
chaps  over  50  or  55.  I  hate  to  put  it 
as  vulgarly  as  this,  but  money  buys 
most  things  and  if  you  have  to  buy- 
people  out  of  their  jobs,  it's  probably 
not  a  big  price  to  pay  to  get  the  or- 
ganization that  will  benefit  the  coun- 
try for  the  next  100  years. 

Lord  Robens,  you  recently  sug- 
gested that  a  coalition  government 
might  be  needed  to  deal  with  the 
problem  of  the  British  economy. 

Bobens:  Yes,  but  I  think  there  is  no 
chance  for  a  coalition  government  be- 
cause of  the  polarization  of  the  two 
main  parties. 

Polarization? 

Bobens  :  You  also  have  two  political 
parties  in  the  U.S.  But  they  both  sub- 
scribe to  the  same  sort  of  mixed- 
economy  philosophy.  In  recent  years 
the  Labour  Party  here  has  steadily 
been  moving  toward  nationalizing 
everything.  The  Marxists  are  gaining 
control. 

That's  why  it  seems  to  me  that  we 
ought  to  have  the  alternate  vote.  You 
see,  we  don't  have  primary  elections 
in  this  country.  If  there  are  five  candi- 
dates for  a  seat  in  Parliament,  we 


don't  sort  them  out  and  finish  up  with 
two  as  you  do  in  the  States.  The 
whole  five  run  here.  So  you  have  a 
very  large  number  of  Members  of 
Parliament  who  represent  a  minority 
of  the  voters  in  their  area. 

How  would  the  alternate  vote  solve 
the  problem? 

Bobens  :  Well,  you'd  vote  for  a  first 
preference  and  a  second  preference. 
If  your  first  preference  had  no  chance 
of  winning,  then  your  second  prefer- 
ence would  be  counted  as  a  vote.  That 
would  ensure  that  every  Member  of 
Parliament  had  a  majority  of  the  vote* 
in  his  constituency.  I  think  you  would 
get  rid  of  the  extremes  on  both  sides 
that  way. 

But  you  were  all  in  favor  of  nation- 
alization some  years  ago.  .  .  . 

Bobens:  My  views  on  the  topic  of  na- 
tionalization have  not  changed  and 
are  really  simply  put:  I  believe  there 
are  some  areas  where  public  owner- 
ship is  essential.  And  it's  no  different 
in  America.  The  coal  industry  is  an 


example.  After  two  wars  in  a  gen- 
eration, the  amount  of  capital  invest- 
ment required  was  well  beyond  the 
means  of  the  pit  owners.  And  it  was 
an  essential  industry.  You  could  not 
let  it  fall  away. 

Second,  there  will  be  occasions 
where  it  is  important  for  the  state  and 
private  enterprise  to  form  a  partner- 
ship. Here  the  example  is  British  Pe- 
troleum. In  1912  warships  were  switch- 
ing from  coal  to  oil,  and  Sir  Winston 
Churchill,  then  First  Lord  of  the  Ad- 
miralty, decided  that  the  State  must 
assure  oil  for  the  British  Navy  and  so 
the  government  took  a  51?  position  in 
BP,  but  left  management  to  BP.  This 
has  worked  splendidly. 

Third,  I  believe  there  are  some 
areas  where  the  State  should  keep  com- 
pletely out  of  it,  and  the  more  they 
can  keep  out  of  it  the  better. 

Like,  for  example,  the  government 
taking  over  your  Vickers  shipyards  and 
your  50?  in  British  Aircraft? 

Bobens :   I  think  the  country  would 


be  far  better  served  had  we  had  a 
merger  of  Hawker  Siddeley  and  Brit- 
ish Aircraft,  the  two  major  aircraft 
companies,  and  run  them  strictly  on 
an  arms-length  basis  with  the  govern- 
ment. I  think  the  State  would  have 
got  its  planes  more  cheaply,  and  then- 
would  have  been  more  intensely  in- 
creased research  programs. 

In  shipbuilding,  I  think  the  gov- 
ernment made  two  mistakes.  They 
ought  to  have  checked  to  see  if  the* 
could  not  produce  one  or  two  com- 
pletely refinanced  private  shipbuilding 
companies,  left  in  private  hands.  And 
second,  even  if  the  government  were 
determined  to  nationalize,  I  think  it 
was  a  tremendous  mistake  for  them 
to  have  put  the  naval  shipbuilders  like 
V  ickers  in  with  the  merchant  ship- 
builders. Different  ships.  Diflerent 
techniques.  Different  research. 

Bui  you  said  once— in  your  Coal 
Board  days— that  there's  no  difference 
in  quality  of  management  between 
nationalized  and  private  enterprise. 

Bobens  :  When  I  was  on  the  Coal 
Board  I  had  as  good  a  professional 


management  as  anywhere  in  the  world. 
We  led  the  world  in  technical  devel- 
opment. We  reduced  the  labor  force 
from  over  half  a  million  to  280,000. 
and  we  didn't  have  any  strikes  about 
it  either.  But  under  state  control  even- 
tually, inevitably  it  becomes  a  bureau- 
cracy. One  of  the  worst  features  that 
I  experienced  at  the  Coal  Board  is 
that  today  governments  are  looked  to 
by  workers  in  the  industry  to  deal 
with  their  wages.  If  your  management 
has  no  control  over  wages,  little  or  no 
control  over  price  and  has  to  go  beg- 
ging to  the  Treasury  for  its  capital  in- 
vestment, what  has  management  got 
to  do?  Just  keep  the  shop  open. 

Obviously,  Lord  Bobens  is  a  prag- 
matist— in  his  view,  government  own- 
ership has  its  place  and  so  does  private 
ownership.  The  polarization  he  talks 
of  is  still  much  in  evidence  in  Brit- 
ain; but  there  are  signs  that  the  po- 
litical climate  is  moderating.  Perhaps 
the  time  is  coming  soon  when  the  Brit- 
ish will  listen  less  to  the  ideologues 
and  more  often  to  the  pragmatists.  ■ 


". . .  'All  I  can  say  is  that  what  Ernie  Bevan  did  after 

the  war  for  Germany,  the  British  trade  union  movement 

ought  to  be  doing  today  for  Britain' . . ." 
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Little  Fish  Eats  Big  Fish 


Call  it  brass,  guts,  fortitude  or  audacity,  Russell  Banks 
was  the  right  man  with  the  right  qualities  for  Grow. 


A  mixture  of  hard  work,  good  luck 
and  tenacity  can  still  produce  excep- 
tional results  in  the  U.S.  business  sys- 
tem. Anyone  who  doubts  this  should 
hear  the  saga  of  Russell  Banks,  57. 

Banks  is  the  short,  small-framed 
president  of  apdy  named  Grow  Chem- 
ical Corp.  who  has  managed  two  of 
the  least  likely  takeovers  in  modern 
business  history.  He  has  also  pulled 
off  an  equity  deal  that  may  be  the 
equivalent  of  getting  an  oil  tanker 
through  the  eye  of  a  needle. 

Banks  began  as  an  ordinary  mortal 
working  as  a  financial  consultant  to 
an  outfit  called  Metropolitan  Telecom- 
munications Corp.  In  1961  Sheppard 
Beidler,  then  president  of  the  tiny  out- 
fit, hired  Banks  as  vice  president  for 
acquisitions.  By  the  end  of  1961 
MTC,  with  sales  of  $1.3  million  and 
profits  of  $33,000,  had  acquired 
much  larger  Grow  Solvent,  a  Detroit- 
based  supplier  of  specialty  formula- 
tions for  paint  and  thinner  to  the  au- 
tomotive industry.  Grow  had  sales  of 
$5.5  million  and  profits  of  $284,000. 

If  Beidler  was  impressed,  he  hadn't 
seen  anything  yet.  When  Banks  looked 
around  the  sprawling  $3-billion  paint- 
and-coating  market,  he  saw  about 
1,500  small  firms  from  among  which 
he  could  acquire  profitable  additions 
to  Grow.  But  the  telecommunications 
business  owned  by  MTC  was  a  trou- 
blesome business  at  best.  The  auda- 
cious Banks  persuaded  Beidler  to  take 
it  elsewhere.  Beidler  named  Banks 
head  of  Grow,  retained  a  director's 
position  for  himself  and  spun  off  MTC. 

In  the  mid-Sixties,  when  little  com- 
panies were  in  vogue,  Banks's  Grow 
commanded  a  price/ earnings  ratio  of 
30  as  its  earnings  grew  each  year. 
With  acquisitions,  its  specialty  coat- 
ings and  paints  found  their  way  not 
only  onto  autos  but  onto  bridges,  oil 
tankers  and  airlines.  Banks  was  also 
taking  a  fling  at  the  consumer,  open- 
ing paint  stores  on  both  coasts  and 
home  decorating  centers  in  the  South. 

Then,  in  1967,  the  home  building 
and  home-refurbishing  markets  be- 
gan to  slump.  Grow's  earnings  began 
to  seesaw.  Its  stock,  once  over  $28, 
sank  as  low  as  3/4  in  1974. 

End  of  success  story?  It  began  to 
look  that  way.  By  1976  Grow  seemed 


just  another  corporate  has-been.  But 
when  opportunity  struck  again,  Grow 
was  ready  for  it.  Chemical  giant  Cela- 
nese  Corp.  wanted  to  divest  two  big 
paint  operations,  Devoe  Trade  Sales 
and  Devoe  &  Raynolds  Marine.  Banks 
felt  that,  stripped  of  heavy  corporate 
overhead,  they  could  be  profitable 
for  Grow.  Celanese  thought  Grow  a 
good  company  in  which  to  settle  its 
subsidiaries'  employees,  an  important 
factor  in  their  choice  of  a  buyer.  But 
Celanese  wanted  $28  million  for  a 
$68-million  sales  operation. 

"We  decided  to  buy  with  100%  le- 
verage," says  Banks.  "Sometimes  I 
couldn't  sleep  at  night."  Little,  debt- 
ridden  Grow  looked  like  a  poor  bet  to 
raise  that  much  on  its  own.  But  Cela- 
nese offered  to  help  with  financing. 
After  an  initial  agreement  was  turned 
down  by  the  banks,  the  two  compa- 
nies crafted  a  workable  deal. 

Celanese  would  accept  $10  million 
in  preferred  stock,  if,  after  the  deal, 
Grow  would  agree  to  find  a  new  buy- 
er for  Celanese's  last  $3  million  in 
Grow's  preferred,  an  amount  needed 
to  raise  the  remainder  of  the  price 
from  banks  and  insurance  companies. 

The  banks  agreed.  With  the  added 
operations,  Grow's  plants  were  run- 
ning near  capacity  again  and  Grow 
was  right  behind  companies  like  du 
Pont,  PPG,  Glidden  and  Sherwin-Wil- 
liams as  a  paint  producer.  But  Grow 
was  so  heavily  leveraged  that  Banks 
decided  it  needed  more  equity. 

In  late  1976,  with  the  market 
trembling,  Banks  turned  to  Paine, 
Webber,  Jackson  &  Curtis,  which 
agreed  to  give  an  equity  offering  a 
try  even  if  it  stood  little  chance  in  a 
soggy  stock  market.  Here  fate  again 
seems  to  have  taken  Russell  Banks  by 
the  hand.  An  analyst  briefly  at  Drexel 
Burnham  Lambert,  Mario  Gabelli, 
was  then  pushing  the  idea  that  small 
American  Stock  Exchange  and  over- 
the-counter  companies  were  about  to 
grab  the  imagination  of  Wall  Street. 
Gabelli  capitalized  on  a  social  con- 
nection between  Banks  and  Drexel 
President  Mark  Kaplan  and  got  Kap- 
lan interested.  Drexel  Burnham  took 
a  share  of  the  Paine,  Webber  deal. 

Banks  got  the  two  Wall  Street 
houses  to  do  two  unusual  things— 


Odds-Beater:  Admits  Russell  Banks, 
"For  a  small  highly  leveraged  com- 
pany, this  deal  looked  impossible." 


rush  out  a  prospectus  for  550,000 
shares  at  $10.25  on  the  basis  of  pro 
forma  estimated  figures,  and  submit 
the  prospectus  for  Securities  &  Ex- 
change Commission  approval  without 
waiting  for  an  underwriting  group  to 
be  formed. 

"Our  enthusiasm  made  the  deal 
go,"  says  Drexel's  President  Kaplan. 
The  underwriters  caught  the  market 
at  a  crucial  time.  There  was  a  brief 
revival  of  interest  in  new  issues  by 
smallish  companies.  The  underwriters 
raised  $5.6  million.  Kaplan  laughs 
now,  "The  windows  for  this  type  of 
small  company  were  only  open  for  a 
few  weeks.  If  Banks  hadn't  rushed 
those  papers  through  the  SEC,  he 
wouldn't  have  made  it." 

Renascence 

Grow's  stock  is  down  to  9)4  but 
profits  are  soaring.  Sales  should  reach 
$175  million  for  the  fiscal  year  end- 
ing June  30,  1977  vs.  $100  million 
last  year.  Profits  should  be  $3.5  mil- 
lion to  $3.8  million-$1.35  to  $1.50 
per  common  share— us.  $2  million  or 
$1.06  a  share  in  1976  on  fewer  shares. 
Next  year,  with  consolidated  opera- 
tions, Banks  expects  higher  earnings. 

Banks  has  one  ironic  headache. 
With  smallish  companies  still  out  of 
favor  on  Wall  Street,  his  price/earn- 
ings  ratio  is  only  fifth— at  six  times 
earnings— what  it  was  in  the  early  Six- 
ties. So  Banks's  remarkable  Grow  re- 
mains a  takeover  target  itself.  With 
this  in  mind,  Banks  has  kept  Grow 
stockholders  happy  by  giving  stock 
dividends  11  out  of  13  years. 

But  considering  the  way  that  for- 
tune has  stepped  in  on  Banks's  behalf 
in  the  past  and  Banks's  own  tenacity, 
takeover  artists  might  be  well  advised 
to  look  elsewhere  for  a  fight.  ■ 
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Routes 
(And  How  To 
Acquire  Them) 

They  are  a  Trucker's  most  valu- 
able assets.  Yellow  Freight 
takes  them  any  way  it  can. 


Yellow  Freight  system  has  to  be 
one  of  the  nation's  biggest  buyers  of 
troubled  companies;  it  has  taken  on 
the  assets  of  two  dozen  or  so  in  less 
than  a  decade.  Yet  Yellow  is  the  most 
profitable  company  in  the  $25-billion 
regulated  trucking  industry,  averag- 
ing a  32.3%  return  on  equity  over 
the  last  five  years.  Nor  is  Yellow  a 
pipsqueak  outfit:  Its  revenues  of 
$512  million  rank  it  third  behind 
Roadway  Express  and  Consolidated 
Freightways. 

Yellow  can  turn  failing  companies 
into  good  businesses  because  the  key 
to  profitability  in  the  trucking  indus- 
try is  routes,  or  "operating  rights." 
Ever  since  the  Motor  Carrier  Act  of 
1935  put  trucking  under  the  thumb  of 
the  Interstate  Commerce  Commission, 
there  have  only  been  three  ways  to 
acquire  routes:  be  a  grandfather— that 
is,  have  them  already  (as  was  Road- 
way, headquartered  in  Akron  and  al- 
ready delivering  tires  over  a  broad 
area ) ;  petition  the  ICC  for  them 
(over  the  lengthy  objections  of  your 
potential  competitors);  or  buy  them 
from  other  companies.  Kansas-based 
Yellow  Freight,  which  originally 
served  a  comparatively  small  area 
around  its  then  Oklahoma  headquar- 
ters, had  no  choice  but  acquisition. 

Recently,  Yellow  was  at  it  again.  It 
paid  $15.5  million  cash  for  bankrupt 
(that  is,  Chapter  M)  Braswell  Motor 
Freight  Lines,  whose  routes  offer  di- 
rect service  across  the  three  fastest- 
growing  regions  of  the  country— the 
Southeast,  Texas  and  California.  That 
Braswell  was  broke  didn't  faze  Yel- 
low's Chairman  George  Powell  Jr.  one 
bit.  After  all,  Yellow  itself  was  losing 
$75,000  a  month  on  revenues  of  $7.5 
million  when  Powell's  banker-father 
took  it  over  25  years  ago.  By  impos- 
ing a  little  discipline,  Powell  Sr. 
turned  Yellow   around  in  five  months 


while  Powell  Jr.,  then  operating  vice 
president,  began  a  systematic  search 
for  acquisitions  that  would  give  Yel- 
low routes  nationwide. 

Fair,  freckled  and  slightly  built, 
George  Powell  Jr.  hardly  seems  a 
match  for  either  the  5,300  drivers  he 
employs  (Teamsters  all)  or  the  truck- 
ing bosses  of  the  nation's  15,000  mo- 
tor carriers.  Now  50,  he  says  he  has 
developed  "a  feel  for  what  is  going 
on."  That  means  he  is  tuned  into  ru- 
mors of  deaths  in  mom-and-pop  truck- 
ing  operations,    estate   taxes  falling 


Hon  could  be  fed  into  Yellow's  central 
computer  in  Kansas  City.  Yellow  ter- 
minal managers  began  working  out 
profitability  scenarios  for  goods  moved 
on  Braswell's  routes.  Those  Bras- 
well trucks  worth  salvaging  began  to 
be  converted  to  radial  tires  and  fuel- 
efficient  six-speed-transmission  diesel 
engines  like  the  rest  of  Yellow's  fleet. 

Henceforth,  Braswell  will  be 
treated  separately  for  accounting  pur- 
poses only— until  it  is  profitable 
enough  under  new  management  to 
make  use  of  its  own  $4-million  tax- 


". . .  At  an  opportune  moment,  Powell  or  a  surrogate  from 
Yellow  Freight  shows  up,  cash  in  hand,  to  comfort 
the  bereaved  or  the  disappointed  and  take  control . . ." 


due,  labor  disputes,  or  anything  that 
could  cause  a  trucking  outfit  to  seek 
out  a  buyer.  Powell  or  other  trained 
observers  managing  Yellow's  200  ter- 
minals "keep  in  touch  with  prospects 
regularly."  At  an  opportune  moment, 
Powell  or  a  surrogate  shows  up,  cash 
in  hand,  to  comfort  the  bereaved  or 
the  disappointed  and  take  control. 

In  order  to  make  the  routes  work 
for  Yellow,  it  must  expunge  a  newly 
acquired  company's  liabilities  fast.  No 
sooner  was  the  order  out  of  the  bank- 
ruptcy court  in  Dallas,  for  example, 
than  Yellow  trucks  arrived  at  Bras- 
well's  22  terminals  to  collect  Bras- 
well's  records  and  transfer  them  to 
Yellow  terminals,  where  the  informa- 


loss  carryforward.  (Internal  Revenue 
Service  rules  preclude  Yellow  from  us- 
ing a  new  acquisition's  tax  loss.) 

In  25  years,  family-controlled 
(22%)  Yellow  has  diverged  from  its 
route-acquisition  policy  only  once. 
Last  -year  it  put  $4  million  into  i 
new  oil-  and  gas-exploration  facility, 
Overland  Energy.  "Why  not?"  asks 
Powell.  "We  have  the  cash  [$25  mil- 
lion] and  we  are  burning  5,000  bar- 
rels of  diesel  fuel  a  day.  Gas  finds 
could  help  us  offset  our  fuel  costs." 

Yellow  now  spreads  out  like  rib- 
bons crisscrossing  the  country  in  hun- 
dreds of  profitable  combinations.  Its 
share  of  the  regulated  motor  earlier 
market  is  just  under  3%,  so  it  has 
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EMERY 
INTRODUCES 

THE  RED  EYE 

FOR  PACKAGES. 

Lately,  while  it  hasn  t  been  hard  to  Flight,  the  first  red  eye  for  packages.    ,  air  freight  companies  are  safely  tucked 

get  yourself  on  a  late  night  flight  to  The  last  freighter  out  of  town  at  night.  in.  As  the  air  force  in  air  freight,  we 

or  from  cities  like  Miami,  Cleveland,  With-  immediate  seating  for  your  pack-  fly  more  often  and  to  more  piaces  than 

Houston  and  Charlotte,  it  hasn't  been  age.  And  no  size  or  weight  restrictions.  anyone  else  in  the  business.) 
easy  to  get  your  package  on  one.                 Now,  if  you  get  a  package  at  the  end         So  give  us  a  cal  I  and  ask  for  our 

For  airlines  have  cut  down  on  late  of  the  day  you  don't  have  to  lose  any  Red  Eye  Flight.  Before  its  too  early, 

night  freighter  service.  sleep  worrying  about  how  to  get  it 

But  we  haven't  let  that  get  us  down,  somewhere  first  thing  next  morning.  ENIERU 

Introducing  the  Emery  Red  Eye  ( But  we  don't  just  fly  when  other  The  Air  Force  in  Air  Freight. 


plenty  of  room  for  growth.  What 
could  go  wrong? 

For  one  thing,  in  March  President 
Carter  singled  out  trucking  as  the  next 
target  for  deregulation.  With  free  en- 
try into  trucking,  routes  would  be- 
come meaningless.  Deregulation  could 
open  up  competition  to  well-run  con- 
tract carriers  like  Leaseway,  which 
under  present  ICC  rules  may  serve 
only  specified  points  for  special  cus- 
tomers. It  could  also  drastically  re- 


duce margins,  since  rates  are  now  set 
high  enough  so  that  the  less-efficient 
truckers  make  a  profit,  with  fuel  and 
labor  increases  simply  folded  in.  In 
the  short  run,  Yellow  could  benefit 
from  deregulation  by  picking  up 
smaller  truckers  unable  to  cut  costs 
enough  to  be  competitive.  In  the  long 
run,  large  truckers  might  end  up  beat- 
ing each  other  to  death. 

If  the  President  lets  his  transporta- 
tion secretary,  Brock  Adams,  take  the 


lead,  reform  is  rather  more  likely  than 
deregulation.  Adams,  who  was  active 
in  setting  up  Amtrak  and  Conrail,  says 
he  is  against  complete  deregulation. 
Reform  could  even  work  to  Yellow's 
advantage:  If  the  ICC  speeds  up  pro- 
cedures for  granting  routes,  for  exam- 
ple, Yellow  might  not  have  to  go  out 
and  buy  them. 

One  recent  reform,  which  extends 
city  limits  to  the  suburbs,  has  already 
helped   Yellow.    Now    the  company 


does  not  have  to  transfer  shipments 
to  local  carriers  when  the  destination 
is  just  on  the  outskirts  of  cities  on 
its  routes. 

Whether  the  future  holds  deregula- 
tion or  reform,  Powell  claims  he's  not 
worried:  "We  have  a  lot  of  our  capital 
investment  in  terminals  and  computer 
systems  behind  us  anyway.  Our 
growth  goal  is  15%  a  year.  We've  done 
better  than  that  for  ten  years.  We  can 
still  do  it— routes  or  no  routes."  ■ 


George  Powell  Jr.:  By  sharp  buying 
and  cost  control,  he  took  Yellow 
Freight  nationwide  profitably. 


". . .  Yellow  itself  was  losing  $75,000  a  month  on  revenues 
of  $7.5  million  when  Powell's  banker  father  took  it  over 
25  years  ago.  By  imposing  a  little  discipline,  Powell  Sr. 
turned  the  company  around  in  five  months  . . ." 


The  stockholders  of 


Kaiser  Industries  Corporation 

voted  April  20,  1977 
to  adopt  a  Plan  of  Complete  Liquidation. 


The  undersigned  is  acting  as  financial  advisor  to  Kaiser  Industries  Corporation 
in  connection  with  the  liquidation. 


The  First  Boston  Corporation 

Investment  Bankers  ■  Member  New  York  Stock  Exchange,  Inc. 

NEW  YORK  ATLANTA  BOSTON  CHICAGO  CLEVELAND 

DALLAS  LOS  ANGELES  PHILADELPHIA  PITTSBURGH  SAN  FRANCISCO 

LONDON       ATHENS       GENEVA       MELBOURNE       MONTREAL       TOKYO  ZURICH 
First  Boston  ( Europe )  Limited  •  First  Boston  AG  •  First  Boston  ( Canada )  Limited 
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Dp  to  100%  financing  of  industrial  development  costs, 
4%  interest  on  half  those  costs, 
plus  1500  fully- improved  industrial  acres. 


These  firms,  located  in  Philadelphia's  Food  Distri- 
>ution  Center,  represent  just  a  few  of  over  850  industrial 
levelopment  transactions,  involving  over  $450  million  in 
inancing.  All  of  them  put  together  by  the  most  experi- 
;nced  professionals  in  the  business  —  Philadelphia's 
iconomic  development  corporation. 

We  bring  together  financial  advisors, 
awyers,  real  estate  experts,  city  officials, 
md  businessmen  who  are  ready  and  willing 
o  handle  every  phase  of  your  development 
•roject.  This  includes  financing  for  land, 
wildings  and  related  capital  equipment  at 
he  lowest  rates  in  the  nation.  We  will  also 
irovide  fully-improved  land,  within  the  city 
mits,  for  as  low  as  $15,000  per  acre,  or 
rrange  for  prime  office  space  at  extremely 
easonable  rentals. 

All  of  this  is  available  in  a  city  that  has  a  large,  stable 
nd  highly  productive  labor  force. 


That's  just  a  part  of  the  vital,  stimulating  business 
environment  that  we  call  "The  New  Philadelphia  Story." 

Investigate  the  full  story  and  find  out  how  we're 
helping  businesses  gain  by  relocating  to  Philadelphia. 

Send  today  for  our  specially-prepared  reports  listed 
S~     below.  We  think  they'll  move  you. 


The  New  Philadelphia  Story 

Suite  1705,  One  East  Penn  Square,  Phila  ,  Pa.  19107 
215-LO  8-4448 

Please  send  reports  covering  □  Industrial  Land  □  Financing 
□  Office  Space  □  The  City 

Name  


Title 


Company 
Address  


^State. 


0 
0 


Only 

>< — >c — >• 


The  New  Philadelphia  Story. 
Our  business  Is  helping  your  business. 
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The  Money  Men 


John  Marks  Templeton: 

Serving  God  And  Hunting  Bargains 


By  ROBERT  J.  FLAHERTY 

According  to  every  major  mutual 
fund  rating  service,  Forbes  included, 
John  Marks  Templeton's  Templeton 
Growth  Fund  has  heen  the  outstand- 
ing performer  over  the  last  20  years. 
Since  the  1930s,  he  has  averaged  8% 
per  year  better  than  the  Dow  Jones 
average  (and  so  far  this  year  his  fund 
is  up  about  2%  while  the  DJI  is  down 
about  5%).  An  investment  in  his  fund 
in  any  year  since  it  was  founded  in 
1954  would  show  a  profit  five  years 
later.  A  single  share  that  initially  cost 
$21.50  including  sales  commission 
would  now  be  worth  over  $300  if  div- 
idends and  capital  gains  were  rein- 
vested. A  former  employee,  Piter 
Poel,  now  a  vice  president  of  Central 
National  Corp.,  recalls  how  Temple- 
ton took  over  a  $50,000  account  in 
the  1950s;  when  he  turned  it  back  in 
the  next  decade,  it  had  grown  to 
roughly  $500,000,  and  another 
$300,000  had  been  taken  out. 


Now  64,  and  still  ramrod  straight, 
Templeton;  a  former  Rhodes  scholar, 
is  a  very  controlled  man,  intellectually 
sure  of  himself.  Unlike  many  rich 
men,  he  feels  no  guilt  about  his 
wealth  or  his  high  lifestyle:  After  all, 
he  tithes  to  God  and  is  reaping  the 
rewards  of  God's  grace. 

A  good  many  people  who  admire 
John  Marks  Templeton  would  not 
change  places  with  him  because  of 
the  way  he  drives  himself.  He  has  a 
reputation  for  being  aloof  and  penu- 
rious with  employees.  The  explana- 
tion: He  spends  about  half  his  time 
on  religious  activities.  Because  he 
needs  every  penny  for  charities  he 
won't  overpay  for  a  man  or  a  stock. 
Says  a  former  associate,  referring  to 
Templeton's  special  mixture  of  reli- 
gious faith  and  personal  self-confi- 
dence: "Because  John  felt  that  God 
was  with  him,  he  invested  with  in- 
credible boldness;  the  results  make 
me  think  that  maybe  he's  right,  may- 
be God  is  with  him." 


Earthly  Reward:  John  Templeton  and  his  wife,  Irene,  live  year  round  in  luxury 
on  their  Bahama  estate.  He  feels  this  is  in  return  for  his  religious  effort. 


Paradoxically,  his  greatest  recogni- 
tion has  come  in  the  years  since  he 
left  the  New  York  area  and  tried— 
unsuccessfully— to  retire  in  1969.  He 
did  succeed  in  unloading  most  of  his 
interests.  However,  nobody  would 
buy  his  Toronto-based  Templeton 
Growth  Fund  because  Americans 
then  had  to  pay  a  stiff  interest  equali- 
zation tax,  which  expired  in  1974. 
So  Templeton  continued  to  manage 
the  fund  from  his  home  in  Lyford 
Cay  in  the  Bahamas.  (The  funds  he 
sold,  among  them  Lexington  Research 
Fund,  have  since  deteriorated  in 
performance. ) 

You  can't  really  separate  Temple- 
ton the  religious  person  from  Temple- 
ton the  money  manager.  From  his 
faith  in  God  he  seems  to  derive  at 
once  a  sense  of  his  own  human  limita- 
tions and  a  feeling  that  since  he  tries 
to  treat  God  right,  God  will  treat  him 
right.  Also,  since  Templeton's  reli- 
gious interests  are  eclectic— he  doesn't 
think  any  one  religion  has  it  all— this 
helps  to  give  him  a  world  view.  Most 
American  analysts  know  only  U.S. 
stocks.  Templeton  takes  the  whole 
world.  This  gives  him  a  flexibility 
lacking  in  most  managers  who  invest 
only  in  Wall  Street. 

His  foundation  every  year  grants  a 
£50,000  prize  for  Progress  in  Reli- 
gion. Templeton  himself  is  a  Ten- 
nessee-born Presbyterian,  but  the 
awards  have  gone  to  a  Catholic, 
Mother  Teresa  of  Calcutta;  and  a 
Hindu,  Dr.  Sarvepalli  Radhakrishnan, 
among  others. 

The  same  ecumenical  approach  ap- 
plies to  Templeton's  investing.  In 
1969,  while  the  U.S.  market  was  sag- 
ging, his  fund  began  increasing  its 
Japanese  stocks  from  20%  to  74%  in 
1973.  Result:  A  dollar  split  among 
every  stock  listed  on  the  New  York 
Stock  Exchange  in  1969  would  be 
worth  45  cents  today;  a  dollar  in  Tem- 
pleton's fund  would  be  worth  $3.50. 

Today  the  average  stock  multiple  in 
Japan  is  more  than  seven  times  what 
Templeton  used  to  pay.  So  he  has  cut 
Japanese  stocks  back  to  about  16%  of 
his  portfolio  and  holds  mostly  large 
Japanese  companies,  since  big  com- 
panies there  have  smaller  multiples. 
(Both  Hitachi's  and  Matsushita  Elec- 
tric's  are  under  ten,  for  example. ) 

Templeton  has  also  cut  back  drasti- 


The  1977  Ford  LTD 
has  the  full-size  of  a  Cadillac, 
but  is  priced  like 
a  down-sized  Chevrolet* 


Cadillac  de  Ville 

Wheelbase  121 V 


FORD 


Vhen  America  needs 

a  better  idea, 
i  ord  puts  it  on  wheels 


This  year's  "down- 
sizing" of  General 
Motors'  full-size  cars 
has  created  some 
surprising  differ- 
ences for  the  American  car  buyer. 

For  instance,  the  quiet-riding  1977 
•ord  LTD  has  a  121  inch  wheelbase 
hat  is  virtually  the  same  as  Cadil- 
lac's 121.5  inches.  In  fact,  LTD 
3  longer  and  wider  than  Cadillac,  and 
has  a  wider  tread.  And  Ford  LTD's 
(runk  space  exceeds  Cadillac's  trunk 
tpace  by  more  than  10%. 

Interior  space?  Ford  LTD  has  more 
jront  and  rear  hip  room  as  well  as 
more  front  and  rear  shoulder  room. 

Full'Size  Ford  versus 
The  Down-Sized  Chevrolet 

rhe  1977  Chevrolet  Impala  and  Ca- 
price now  have  a  116  inch  wheelbase 


that  is  five  inches  shorter  than  Ford 
LTD,  and  is  die  same  size  as  the  mid- 
size 4 -door  Chevelle. 


Compared  to  Impala  and  Caprice, 
LTD  is  longer,  wider,  has  a  wider  tread, 
a  bigger  trunk,  a  bigger  standard  engine 
(V-8  versus  6-cylinder)  and  more  hip 
and  shoulder  room  front  and  back. 
Yet,  even  with  these  advantages, 
comparably  equipped  models  of 
the  full-sized  Ford  are  priced  about  the 


icker  prices  for  comparably  equipped  vehicles 

same  as  the  down-sized  Chevrolet. 

Economical  302  V-8 
Now  Available 

Ford  LTD's  mileage  rating  is  surpris- 
ingly good— even  when  compared  to 
smaller  cars.  With  Fbrd's  most  eco- 
nomical V-8  now  available  in  Ford 
LTD,  die  EPA  estimates  are  19  MPG 
highway,  15  MPG  city.  Your  mileage 
wul  vary  depending  on  your  car's  con- 
dition and  optional  equipment  and 
how  and  where  you  drive.  (The  302 
V-8  is  not  available  in  California,  high 
altitudes,  or  4-door  Landau  models.) 

Test  drive  the  quiet-riding  Ford 
LTD  now.  At  your  local  Ford  Dealer. 

FORD  LTD 


FORD  DIVISION 


I  he  ;,;  Soney  Men 


cally  on  some  of  his  old  favorites  in 
Germany  and  Holland.  Yet  he  still 
watches  Europe.  Last  June  he  finally 
stopped  shorting  the  British  pound, 
and  in  December  considered  buying 
British  government  bonds  when  their 
interest  soared  to  16%— but  his  cour- 
age failed  him. 

He  has  20%  of  his  portfolio  in  Ca- 
nadian stocks  despite  the  well-pub- 
licized fears  about  the  Canadian 
business  climate.  Of  the  83  stocks  in 
his  $53-million  portfolio,  in  fact,  his 
favorite  now  is  Nu-West  Develop- 
ment, a  Canadian  construction  firm 
selling  at  about  $11  with  estimated 
earnings  of  $5  to  $5.50.  He  has  in- 
vested 3%  of  his  fund  in  it,  the  maxi- 
mum he  will  put  on  a  very  small  com- 
pany. His  proxy  entry  into  Brazil  al- 
so comes  through  a  Canadian  com- 
pany, Brascan,  which  gets  90%  of  its 
earnings  in  Brazil  and  is  also  very 
cheap;  it  has  a  price/earnings  ratio 
of  about  three,  earned  $3.87  last  year 
and  will  probably  earn  more  than 
$4.50  this  year. 

He  has  bought  Australian  stocks; 
the  average  yield  there  today  is  7% 


and  the  average  P/E  only  eight. 
Prices  dropped  under  the  erratic 
Whitlam  government;  under  the 
more  conservative  Fraser  government, 
Templeton  reasons,  they  may  come 
back  strong.  Mexican  stocks  are  at- 
tracting Templeton's  interest  now  be- 
cause the'  sagging  peso  has  made 
them  cheap. 


". . .  'Besides,  I  can't  resist 
a  stock  selling  at  less 
than  two  times  earnings/ 
says  John  Templeton  . . ." 


While  he's  as  internationally 
minded  as  ever,  Templeton  is  looking 
homeward  these  days;  he  feels  that 
the  U.S.  is  very  much  the  place  to  be 
now.  U.S.  stocks  today  are  nearly  half 
his  portfolio.  Of  his  40  U.S.  issues,  his 
favorite  is  a  small  ($60-million-sales) 
Texas-based  variety  chain,  Winn's 
Stores.  Because  Winn's  has  not 
missed  increasing  sales  or  earnings  for 


22  consecutive  years,  Templeton 
thinks  it  should  sell  for  at  least  20 
times  earnings.  He  bought  it  recently 
at  less  than  five  times  estimated  1977 
earnings  of  $4.25. 

He  likes  the  Wells,  Rich,  Greene 
advertising  firm;  it  went  public  at 
$17.50.  Templeton  waited,  bought  at 
less  than  $8  and  spurned  an  $11  ex- 
change offer  because  he  thinks  the 
company  can  make  $6  a  share  (versus 
last  year's  $2.73)  and  sell  much  high- 
er. He  holds  much-maligned  Reliance 
Group,  which  Templeton  bought  at 
under  $19  and  which  his  friend,  insur- 
ance analyst  Shelby  Cullom  Davis,  be- 
lieves will  earn  over  $9  this  year. 

Hardly  blue  chips  those,  but  Tem- 
pleton has  a  theory  about  risk.  "I  feel 
if  you  follow  a  policy  of  wide  diver- 
sification you  can  afford  to  take  a  real 
risk  because  your  overall  portfolio 
won't  be  that  risky.  Besides— I  can't 
resist  a  stock  selling  at  less  than  two 
times  earnings." 

Following  the  rule  of  diversification, 
he  recently  has  taken  big  positions  in 
international  oil  companies  like  Gulf, 
Standard  Oil  of  California  and  Tex- 


"That's  a  Butler  building?1 


Yes.  Unit  is  ,i  Butler  building. 

In  fad.  you  probably  see 
beautiful  BjiUcr  buildings 
.ill  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  anil 


can  be  as  tasteful  and  dramatic  build  one  for  you.  See  "Butler 

as  any  building.  Mfg.  Co.  Builder"  in  the  White 

Yet,  they  also  give  you  all  Pages.  Or  write  Butler  Mfg.  Co. 

the  important  time  and  money  Dept.  B-397.  BMA  Tower, 

savings  of  systems  construction.  Kansas  City,  Mo.  6414I.  7ims 

.To  learn  more,  call  the  local   >^ 

independent  contractor  who  can  ^butler^ 


BUTLER 
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)n  one  hand.1976 
pas  a  good  year  for 
>ur  consumer  group. 

he  consumer  group  of  White  Consolidated 
idustries  is  primarily  major  home  appliances, 
ke  refrigerators,  ranges,  washers  and  dryers 
nd  other  major  appliances.  With  brand  names 
hat  include  White-westinghouse,  Kelvinator 
nd  Gibson,  plus  private  label  brands. 

Sewing  machines,  too.  white,  Elna,  Domestic, 
lilton  and  Universal  brands. 

With  names  like  that,  it's  no  wonder  our 
onsumer  sales  were  a  record  $715  million  in  1976 

And  there's  more  to  the  White  Consolidated 
tory. 


On  the  other  hand,  it 
was  a  great  year  for 
our  industrial  group. 

There's  our  industrial  group,  30  companies 
with  41  manufacturing  facilities  in  17  states. 
Names  like  Blaw-Knox,  Bullard,  Fayscott,  Whitin, 
ATF,  Davidson  and  more. 

They  all  make  machinery  and  equipment  for 
industry.  And  they  sell  it,  too.  Last  year,  to  the 
tune  of  $533  million. 

Total  sales  of  the  two  groups:  $1.2  billion. 
Double  that  of  only  five  years  ago. 

That's  what's  unique  about  White 
Consolidated  industries.  Diversified  industrial 
business  balanced  still  further  by  consumer 
products.  Even  if  sales  or  earnings  of  one  group 
should  decline,  we  still  have  a  stability  few 
companies  can  match. 

And  we  have  a  seasoned  management  team. 
One  that's  not  only  grown  up  with  the  company, 
but  has  proven  itself  during  periods  of  economic 
difficulties. 

Stability  and  sound  management.  The  com- 
bination that  made  possible  the  record  year  1976. 

For  a  copy  of  the  annual  report,  just  write  our 
president,  Ward  Smith. 

White  Consolidated  industries,  inc. 

Cleveland,  Ohio  44111 
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Control 


Controls  are  a  vital  working  tool  at 
Crane.  We  apply  them  in  many  ways. 

Our  valves  and  pumps  control  the  flow  of 
fluids  in  a  wide  variety  of  industries,  including 
such  prime  growth  areas  as  petroleum,  chemical 
and  power,  both  here  and  abroad.  We 
manufacture  many  kinds  of  pollution  control 
equipment— from  ozonators  that  purify  and  clear 


wastewater  to  packaged  treatment  systems  to 
help  industry  meet  government  pollution 
standards. 

Our  CF  &  I  Steel  Corporation  is  one  of 
the  few  steel  companies  that  completely  control 
its  steel  making  from  mine  through  mill.  This 
control  assures  high  quality  in  the  steel  we  turn 
into  rails,  into  casing  and  tubing  used  in  oil 


id  c 


A  key  factor  in  Crane's  growth. 


lilling  from  Alaska  to  Louisiana,  into  structural 
i id  dozens  of  other  basic  products. 

A  distribution  network,  the  largest  serving 
industrial  and  construction  markets  in  North 
erica,  helps  Crane  control  its  distribution  to 
jor  marketing  areas. 

In  aerospace  Crane  designs  and 
zinufactures  the  brake  control  systems  used  on 


virtually  every  commercial  jet  and  military 
transport.  A  special  version  will  be  used  on 
NASA's  future  space  shuttle. 

Controls.  They  have  not  only  kept  us  at 
the  center  of  American  industry,  they  have 
helped  make  us  one  of  our  country's  most 
successful  billion-dollar  companies.  Crane  Co., 
300  Park  Avenue,  New  York,  NY.  10022. 


CRANE 


® 


Fluid  and  pollution  control/Steel/Building  products/ Aerospace  and  aircraft 


The  companies  of  your  pleasure:   l&m    lark   chesterfield   eve   decade  velvet 

'.RANGER  EDGEWORTH  RED  MAN  ALPO  L1V-A  SNAPS  ALAMO  BRAND  VETS  BRITE 
V  MINUTE  BRAND  RINSEN  VAC  BLUE  LUSTRE  SUPERSTAR  j&B  ROYAL  AGES  CATTO  S 
THF  FAMOUS  GROUSE  Wll  D  TURKEY  BOMBAY  CAMPARI  IZMIRA  GRAND  MARNIER 
W\DDY  Mi'RPIIY  S  METAXA  WILD  TURKEY  LIQUEUR  MOUQUIN  PUNT  E  MES  WEDDING  VEIL 
I  \GOSTA  BER  I AN1  CROFT  FAZI  BAH  AGLIA  AC1 IAIA  CLAUSS  MUSCARI  MOILLARD 
'  VlY  PANNIER ;   N1COLAOU  ClIAiEAU  BOUSCAU7   CHATEAU  OLIVIER  CHATEAU  RAUSAN  SEGLA 


The  Money  Men 


aco.  "The  big  oil  companies  are  \ 
cheap  in  relation  to  their  brea 
values,"  Templeton  says.  "I  own  n 
where  the  parts  couldn't  be  sold 
at  least  twice  what  their  stocks! 
for  in  the  market.  But  that  al 
would  not  be  enough  for  me  to 
them.  Added  dividends  of  good  rr 
agement  and  cheap  price/ earnings 
tios— about  six— did  the  trick." 

In  addition  to  his  proclivity  for 
P/Es  and  his  prudent  diversificat 
Templeton  pushes  the  old  rule  ah 
selling  when  things  look  wonderf 
good  and  buying  when  they  li 
hopelessly  bad  to  new  levels  of  si 
ness  and  daring. 

Fresh  out  of  Yale,  Rhodes  sch« 
and  a  Phi  Beta  Kappa,  he  went  i 
Wall  Street  in  1937.  Two  years  Is 
he  borrowed  $10,000  from  his  t 
and  bought  $100  worth  of  every  st 
on  each  major  exchange  selling 
less  than  $1,  some  of  them  bankr 
companies.  When  he  sold  them 
an  average  of  four  years  later, 
$10,000  had  become  $40,000-a  s 
stantial  stake. 

After  World  War  II  he  boui 
European  stocks  just  as  the  Marsl 
Plan  was  restoring  Europe's  eco 
mies,  and  he  was  an  early  purcha 
of  Japanese  stocks.  In  the  1950s 
bought  Canadian  stocks,  certain  tl 
would  boom  with  natural  resource 
velopment.  About  1961  he  bought 
lines  just  as  they  were  shifting  fr 
propellers  to  jets,  and  on  some— 1 
Delta— he  made  as  much  as  1,000% 
1965,  in  one  spectacular  coup, 
doubled  his  money  in  ten  days  ai 
the  Chinese  invaded  India  and  B 
ish  tea  stocks  plummeted  on  the  L 
don  exchange.  Templeton  reasor 
the  teas  should  come  back  when 
became  apparent  the  Chinese  wo 
not  advance  into  the  plains  of  Inc 
He  was  right.  The  stocks  boun 
back,  and  he  sold. 

Templeton's  world  view  inclui 
the  increasing  influence  of  gove 
men  t— which  is  one  reason  he  pref 
smallish  companies.  Big  companies 
figures,  will  have  trouble  making 
quisitions  in  the  U.S.  and  are  nation 
ization  targets  abroad.  Above  all, 
avoids  big  banks— whose  assets 
tied  up  in  illiquid  loans  to  under 
veloped  countries  and  are  often  c< 
fiscated— and    politically  unpopu 
companies  like  steel  or  mining  fin 
On  the  other  hand,  certain  industr 
benefit  from  government— like  priv 
hospital  companies.  Templeton  ov* 
four,  all  purchased  at  seven  tin 
earnings  or  less,  and  he  believes  tfc 


\ 
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grow  at  15%  to  20%  yearly.  Among 
n,  American  Medicorp  and  Hospi- 
Yffiliates  International, 
xpecting    socialism    to  continue 
■ading  in  the  world,  Templeton 

to  avoid  industries  that  are  con- 
uously  vulnerable.  Avoid  steel,  he 


Id  say;  buy  advertising.  Avoid 
t  companies;  buy  smaller  ones.  But 
e  rules  are  not  inflexible.  Temple- 
regards  oil  as  an  exposed  industry, 
j|  r  where  the  government  is  likely  to 
u  ,t  profitability  in  the  future.  Yet 
buys  the  big  international  oils, 
y?  Because  he  regards  them  as  ir- 
stible  bargains  at  current  prices; 
ligher  prices  he  would  sell  them. 

same  with  Canada:  He  sees  the 
:>lems  but  thinks  stock  prices  there 
e  overdiscounted  the  situation, 
ixpecting  inflation  also  to  increase, 
lpleton  owns  highly  leveraged 
eral  Growth  Properties,  whose 
:al  revenue  is  partly  tied  to  the  sales 
ime  of  its  shopping  centers. 


1 


I  don't  know  a  mutual 
id  run  by  a  committee  that 
er  had  a  superior  record, 
ept  accidentally' . . ." 


ecause  of  his  penchant  for  bar- 
l-hunting,  Templeton's  portfolio  of- 

looks  like  a  junk  collection.  But  in 

k  picking,  as  in  art  or  antique  col- 
ing,  today's  junk  can  be  tomor- 

s  rare  prize.  Even  if  it  turns  out 
be  permanent  junk,  he's  bought 
aply  enough  that  his  loss  is  limited. 
L  tricky  policy,  this.  One  that's  hard 
mitate. 

Vhat  will  happen  to  Templeton 
id  when  John  Templeton  passes 
n  the  scene? 

lis  board  of  directors  will  choose 
accessor  from  a  sealed  and  secret 
of  ten  men.   Says  Templeton: 

ch  man  has  a  strong  point  of  view 
J  can  make  up  his  own  mind.  Out- 
lding  performance  cannot  come 
n  someone  who  is  always  part  of 

herd." 

lut  what  happens  if  the  directors 
't  agree  and  compromise  by  pick- 
a  committee?  In  that  case,  Tem- 
:on  has  one  last  bit  of  posthumous 
ice  for  the  investors  he  has  served 
well:  Redeem  your  shares.  "I  am 
aware  of  any  mutual  fund  that 
;  run  by  a  committee  that  ever  had 
uperior  record,  except  accidental- 
he  says.  ■ 


The  companies  of  your  pleasure:   l&m    lark   chesterfif.ld   eve   decade  velvet 

GRANGER  EDGEWORTH  REDMAN  ALPO  LIV-A  SNAPS  ALAMO  BRAND  VETS  BRITE 
3-M1NUTE  BRAND  RINSENVAC  BLUE  LUSTRE  SUPERSTAR  I&B  ROYAL  AGES  CATTO'S 
THE  FAMOUS  GROUSE  WILD  TURKEY  BOMBAY  CAMPARI  IZMIRA  GRAND  MARNIER 
PADDY  MURPHY'S  METAXA  WILD  TURKEY  LIQUEUR  MOUQUIN  PUNT  E MES  WEDDING  VEIL 
LAGOSTA  BERTANI  CROFT  FAZI  BATTAGLIA  ACHAIA  CLAUSS  MUSCARI  MOILLARD 
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Rolls  -Royce  brings  back  a  great  name 

SilverWraithIL 


The  last  of  the  Silver  Wraiths  was 
built  lii  1959.  Or  so  it  seemed  at 
the  time. 

But  the  richest  of  Rolls-Royce 
memories  have  a  way  of  living  on  in 
the  newest  of  Rolls-Royce  motor  cars. 
And  so  it  is  with  the  Silver  Wraith  II 
of  1977. 

The  Timdc»*  l'/ca«nrt- 

The  long,  sleek  look  of  the  Silver 
Wraith  II  reflects  a  time  gone  by. 
You  can  sense  it  in  the  graceful  lines, 
the  contrasting  top,  the  gleaming 
bright  work,  the  tasteful 
craftsmanship  and  the  roomy 
interior. 

And,  for  the  most  up-to-date  reasons, 
the  Silver  Wraith  II  is  a  new  air  of 
comfort,  a  new  sense  of  quiet  and  a 
new  feeling  of  command. 
A  new  rack-and-pinion  steering 
system  makes  the  Silver  Wraith  II 
quick  to  respond  and  rewarding  to 
drive,  no  matter  how  narrow  the  road 
or  sudden  the  curve. 


A  unique  automatic  air-conditioning 
system  maintains  any  temperature 
you  desire  at  two  levels  of  the  interior. 
And,  because  the  system  creates  a 
rarefied  atmosphere  all  your  own,  its 
built-in  sensors  alert  you  to  outside 
temperatures  as  well  as  icy  roads. 
The  Silver  Wraith  II  also  offers  you 
the  sophistication  of  an  advanced 
electrical  system  the  performance 
of  a  quiet  V-8  engine,  the  security  of 
a  dual  braking  system  and  the 
sensitivity  of  a  self-leveling 
suspension. 

And,  to  name  one  of  the  many  other 
subtle  details  youll  discover,  the 
electronic  odometer  will  contemplate 
recording  the  miles  from  000000.0 
to  999999.9. 

The  Priceless  A&stet 

From  the  distinctive  radiator  grille  to 
the  matching  walnut  veneers,  the 


Silver  Wraith  II  is  built  almost 
entirely  by  hand. 
In  tribute  to  this  enduring 
Rolls-Royce  tradition,  it  is  no 
coincidence  that  more  than  hal  | 
all  the  motor  cars  we  have  ever 
remain  very  much  on  the  road. 
And,  in  return  for  the  purchase 
of  $49,000*  it  is  little  wonder 
Silver  Wraith  II  speaks  so  warr 
the  past  and  so  surely  of  the  fut 

<«-««-«<- 
A  collection  of  Rolls-Royce 
masterpieces  is  waiting  at  your 
nearest  Authorized  Rolls-Royce 
Dealership.  For  further  infornu 
call  800-325-6000  and  give  th 
number:  1000. 

•Suggested  U.S.  Retail  Price  March  1,  1 
The  names  "Rolls-Royce"  and  "Silver  \V 
and  the  mascot,  badge  and  radiator  grill 
all  Rolls-Rovce  trademarks. 
©  Rolls-Royce  Motors  Inc.  1977. 
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Falling  Dominoes? 


A  Burlington  Northern  merger  with  the  Frisco  could 
set  off  a  new  wave  of  railroad  consolidations. 


In  1945  there  were  130  major  line- 
haul  railroads  crisscrossing  the  U.S. 
Now  there  are  only  52  such  Class  I 
roads— railroads  with  annual  revenues 
of  over  $10  million.  In  the  end,  the 
number  could  shrink  to  a  dozen  or 
less.  That  day  may  be  coming  closer. 

The  move  that  could  set  off  the 
merger  scramble  among  the  surviving 
main  lines  is  being  made  by  two  old 
friends,  Richard  C.  Grayson,  chair- 
man of  the  St.  Louis-San  Francisco 
Railway  Co.,  and  Louis  W.  Menk, 
chairman  of  the  Burlington  Northern. 
When  their  merger  studies  are  fin- 
ished this  summer,  the  two  men  ex- 
pect their  lines  to  move  as  fast  as 
possible  to  create  a  giant  road  with 
nearly  $2.3  billion  in  revenues  and 
some  $4  billion  in  assets,  some  of  the 
latter  in  undervalued  mineral  reserves. 

The  BN-Frisco  deal  would  be  the 
first  big  one  under  the  Railroad  Re- 
vitalization  &  Regulatory  Reform  Act 
of  1976— Quad  R,  as  it  is  known  in 
the  trade.  In  the  past  the  ponderous 
procedures  of  the  antiquated  Inter- 
state Commerce  Commission  made 
major  railroad  mergers  almost  impos- 
sible, dragging  the  arguments  on  for 
years,  even  a  decade  and  more.  Quad 
R,  by  contrast,  requires  that  the  ICC 
say  either  "yes"  or  "no"  to  a  merger 
within  31  months— hardly  lightning 
speed,  but  a  vast  improvement. 

If  the  Frisco  and  Burlington  can 
come  to  terms  and  if  the  ICC  finally 
approves,  many  other  dominoes  are 
likely  to  fall  in  the  merger  game. 
William  M.  Gibbons,  trustee  of  the 
bankrupt  Chicago,  Rock  Island  &  Pa- 
cific, explains  why  his  road  may  try 
to  block  the  merger:  "Two  like  this 
together  become  a  more  formidable 
railroad,  cover  more  territory  and 
possibly  would  have  quite  an  effect 
on  shippers.  Shippers  would  have 
fewer  hassles  using  one  line  instead  of 
two  or  three."  Gibbons  is  saying  his 
road  would  be  hurt  by  the  merger  un- 
less it  can  find  a  partner  first. 

By  creating  a  stronger  road  than 
either  the  Burlington  or  the  Frisco  is 
at  present,  the  merger  probably  will 
force  other  railroadmen  to  find  them- 
selves equally  suitable  partners— and 


drive  many  a  bride  to  the  altar.  The 
Frisco  itself  has  often  been  reluctant. 
In  the  past  12  years  it  turned  down 
merger  bids  from  the  Santa  Fe  and 
the  Southern.  Its  attractiveness  is  the 
result  of  its  strategic  position.  The 
Frisco's  4,718  miles  of  track  form  an 
"X"  centered  in  Missouri  that  shoots 
direct  lines  into  both  the  Southwest 


and  Southeast.  A  dozen  other  lines 
use  it  as  a  bridge  to  growing  markets. 

For  the  Burlington,  the  Frisco  of- 
fers direct  lines  (see  map)  to  the 
Birmingham  steel  mills  for  BN's  coal- 
hauling  units  (coal  accounts  for  some 
17%  of  BN  rail  revenues).  It  also  adds 
routes  to  two  Gulf  ports  for  grain 
hopper  cars,  and  direct  access  for  the 


movement  of  manufactured  goods 
from  midwestern  factories  to  Dallas- 
Fort  Worth  and  the  Southeast. 

Besides,  the  Frisco  has  remained 
solidly  profitable  while  a  rival  bridge 
line,  the  Rock  Island,  slid  into  bank- 
ruptcy. Despite  a  heavy  debt  load 
(long-term  debt  exceeds  shareholders' 
equity),  the  Frisco  has  been  paying 


an  annual  dividend  of  $2.50  a  share. 

The  Frisco  also  would  bring  to  the 
merger  a  50.1%  stock  ownership  in 
the  New  Mexico  &  Arizona  Land  Co., 
an  American  Stock  Exchange-listed 
company.  New  Mex  owns  in  fee  or 
holds  mineral  rights  to  1.3  million 
aores.  Grayson  has  begun  to  turn 
those  acres  from  marginally  profitable 


Friendly  Connections 

If  the  Frisco  and  the  Burlington 
Northern  railroads  should  merge, 
the  BN  would  get  direct  access  to 
Dallas-Fort  Worth  and  to  Gulf 
ports.  But  the  Frisco  has  been 
doing  nicely  going  it  alone.  So, 
Frisco  Chairman  Richard  Grayson 
and  BN's  Chairman  Louis  W. 
Menk,  old  friends,  are  searching 
for  a  price  at  which  their  roads 
could  be  equitably  coupled. 


FRISCO  

BURLINGTON  NORTHERN 


". . .  If  the  Frisco  and  Burlington  come  to  terms  and  if  the 
Interstate  Commerce  Commission  finally  approves,  many 
other  dominoes  are  likely  to  fall  in  the  merger  game . . ." 
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Sheraton  has  a  Showpiece 
just  about  anyplace 
you  want  to  go. 

Wherever  you  go  in  the  world, 
there  is  a  world  of  Sheraton  people  wait- 
ing to  welcome  you  -  North  America, 
South  America,  Hawaii  and  the  Far  East, 
Europe  and  the  Middle  East. 
Sheraton  Showplaces  with  elegant 
restaurants,  swinging  discos,  nightclub 
entertainment  and  gracious  Show- 
place  accommodations.  So  whether 
yours  is  the  soft  life  of  a  sunny  resort, 
the  nightlife  of  the  big  city, 
the  fast-paced  life  of  business 
travel  or  the  easy-going  life  of 
family  fun,  you'll  find  a  world  of 
Sheraton  Hotels  and  Inns  to 
meet  you  on  your  way.  For  a 
reservation  at  any  Sheraton 
Showplace  call  toll-free: 

800-325-3535 


SHERATON  IS  AVtfORLD  % 
OF  SHCW/PLACeS  • 


Sheraton 

HOTELS  &  INNS,  WORLDWIDE 


NEW  MATH 


...  for  an  old  problem. 

"The  Arithmetic  of  Disadvantage" 
is  a  free  booklet  which  can  help  you 
overcome  the  obstacles  that  stand 
between  you  and  higher  income  from 
your  savings. 

Call  for  your  copy. 


ROWE  PRICE 

NEW  INCOME  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

For  more  complete  information,  including  the  management 
fee  and  other  charges  and  expenses,  obtain  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect. 
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grazing  to  resource  use.  New  Me 
now  has  40%  of  a  joint  venture  wit' 
a  Phelps  Dodge  subsidiary  to  min 
uranium,  and  it  has  already  tied  u; 
several  New  England  utilities  in  ur4 
nium  contracts  at  $30  a  pound  tha 
will  start  to  pay  off  next  yeai 
Last  year  Continental  Oil  Co.  mad 
part  of  its  large  uranium  strike  o 
other  New  Mex  royalty  acreage.  Whil 
New  Mex  is  carried  on  Frisco's  book 
at  only  $2.9  million,  it  obviously  i 
worth  a  great  deal  more. 

The  BN,  too,  is  rich  in  natural  re 
sources.  To  offset  past  roller-coaste 
margins  on  the  rail  side,  Menk  ha 
been  able  to  count  on  timber  sale1 

011  and  gas  and  coal-land  royaltie; 
The  railroad  owns  proved  reserves  d 

12  billion  tons  of  low-sulfur  coa: 
largely  in  Montana,  and  its  total  re 
serves  may  add  up  to  another  50  bil 
lion  tons.  The  natural  resources  divi 
sion  contributed  34%  of  the  BN's  ne 
income  last  year  on  only  1%  of  th 
total  $1.9  billion  in  revenues. 

Besides  being  a  natural  fit,  the  BN 
Frisco  merger  idea  is  also  a  produc 


". . .  'The  merger  is  a  nat- 
ural/ says  Henry  Crown. 
'That  Lou  Menk  knows  ev- 
ery tie  of  the  Frisco' . . ." 


of  friendly  memories.  Grayson,  5fJ 
and  Menk,  59,  worked  together  a 
Frisco  dispatchers  in  World  War  I] 
sometimes  moving  a  full  division  . 
night  out  of  Fort  Leonard  Wood,  Mc 
Grayson  then  followed  Menk  up  th. 
corporate  ladder  until  Menk  left  th' 
Frisco  presidency  in  1965  to  head  tb< 
Chicago,  Burlington  &  Quincy. 

Cheering  both  men  on  in  the  mer 
ger  talks  is  the  Frisco's  largest  share 
holder,  Chicago  investor  Henr 
Crown,  80,  whose  Crown  Fund  con 
trols  17%  of  the  common.  "The  merge 
is  a  natural,"  says  Crown.  "That  Loi 
Menk  knows  every  tie  of  the  Frisco. 

The  merger,  however,  is  by  n« 
means  in  the  bag.  Competitors  of  thi 
two  lines  feel  that  the  BN  and  Frisco 
threaten  to  rock  everyone's  boat.  Thi 
Union  Pacific,  which  competes  witl 
the  BN  in  a  couple  of  markets,  ma; 
feel  some  impact  with  the  BN  open 
ing  up  new  gateways  to  the  South 
east  and  Southwest.  The  Southerr 
Bailway  Co.  feels  intruded  upon.  Tin 
Santa  Fe  once  wanted  to  marry  Fris 
co  itself.  Other  smaller  railroads 
which  would  be  outmaneuvered,  are  i 
expected  to  complain.  "Some  line:  I 
may  react,"  says  Menk,  "but  it's  time  \ 
for  some  statesmanship  concerning 
the  railroad  map."  ■ 
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Our  gusher. 


Nothing  warms  an  oil 
man's  heart  like  the  sight 
of  a  rich  stream  of  new 
oil  shooting  up  the  middle 
of  an  oil  rig,  a  sure  sign 
of  profitable  days  ahead. 

And  that's  how  we  feel 
about  communications 
towers,  like  the  one  you 
see  here. 

Because  today  the 
communications  industry 
is  growing  every  bit  as 
fast  as  oil  did  in  its 
early  days. 

And  our  Unarco-Rohn 
Division,  for  years  one  of 


the  nation's  leading 
manufacturers  of 
communications  towers, 
is  right  in  the  thick  of  it. 
Citizen's  Band  radio 
continues  to  expand 
rapidly.  Independent 
communications 
companies,  allowed  to 
compete  with  AT&T  for 
the  first  time,  are  building 
long  distance  microwave 
networks  that  use  a  tower 
every  40  miles.  And 
overseas,  developing 
nations  are  placing  a  high 
priority  on 
communications. 


In  all  these  areas, 
Unarco-Rohn  towers  are 
a  mainstay  of 
communications. 

That's  another  reason  why 
we  at  Unarco  Industries 
look  forward  to  the  future 
with  such  confidence. 

And  why  the  serious 
investor  should  take  a 
careful  look  at  us. 

For  our  latest  financial 
report,  write  Unarco 
Industries,  332  South 
Michigan  Avenue, 
Chicago,  Illinois  60604 
Or  call  (312)  341-1234. 


Unarco  Industries 

Making  the  most  of  steel. 


On  Getting  The  Most 
Out  Of  Uncle  Sam 


The  government-guaranteed  loan  business  is  a  lucrative 
one— and  not  just  for  people  who  take  out  the  loans. 


"I  think  this  market  has  the  capacity 
to  be  much  bigger  than  the  Ginnie 
Mae  market!"  crows  one  Texas  invest- 
ment banker  in  a  hyperbolic  moment. 

What  market  is  that?  The  second- 
ary market  in  government-guaranteed 
loans— a  young,  little-known,  but  rap- 
idly growing  sector  of  the  government 
securities  business. 

Here's  the  way  the  market  works: 
Various  agencies  of  the  U.S.  govern- 
ment, including  the  Small  Business 
Administration  and  Farmers'  Home 
Administration,  guarantee  up  to  90% 
of  medium-  and  long-term  loans  to 
certain  business  enterprises— such  as 
local  retail  stores  or  plants  located  in 
rural  areas.  The  banker  who  makes 
the  loan  can  sell  the  90%-guaranteed 
portion  to  a  broker-dealer,  who  then 
places  it  with  an  institutional  investor. 

The  most  frequent  institutional 
buyers  are  credit  unions,  because  the 
paper  represents  the  highest  yields 
available  on  U.S.  government-backed 
obligations.  "We've  been  getting  over 
100  basis  points  [a  basis  point  is 
1/100  of  1%]  in  yield  over  compara- 
ble maturity  government  agency  is- 
sues—with the  same  risk,"  says  John 
Winters,  vice  president  of  Federated 
Research  at  Pittsburgh's  Federated  In- 
vestors, Inc.,  a  government  securities 
mutual  fund.  "The  only  difference  is 
that  they're  not  as  marketable.  But 
they  are  more  liquid  than  many  agen- 
cies [securities]  because  most  of  these 
loans  have  monthly  payment  of  inter- 
est and  principal."  When  the  market 
got  started,  Winters  adds,  the  yield 
advantage  was  150  basis  points  in 
some  cases. 

Last  fiscal  year,  $112  million  worth 
of  SBA-guaranteed  loans  were  chan- 
neled into  the  secondary  market.  This 
year,  volume  has  approximately  tri- 
pled to  $25  million  per  month.  The 
other  agency  whose  guaranteed  loans 
are  actively  traded,  Farmers'  Home, 
probably  generates  an  equal  amount. 
The  number  of  agencies  involved  in 
active  trading  shows  every  sign  of  in- 
creasing, with  the  Energy  Research  & 
Development  Administration,  Nation- 
al Marine  Fisheries  Service  and  Fed- 


eral Aviation  Administration  reported- 
ly preparing  to  write  regulations  that 
would  permit  secondary  trading  in 
loans  made  under  their  programs. 

Loan-guarantee  programs  are  all 
the  rage  on  Capitol  Hill  these  days 
(Forbes,  July  15,  1976).  Because  the 
Congressional  Budget  Act  restricts  the 
amount  of  money  politicians  can  dole 
out  to  pet  projects,  loan  guarantees— 
which  usually  do  not  appear  in  the 
federal  budget— are  a  politically  pain- 
less way  around  the  Act. 

But  recipients  of  the  favored  loans 
aren't  the  only  ones  benefiting  from 
these  programs.  Banks,  broker-deal- 
ers (including  Merrill  Lynch  and  E.F. 
Hutton)  and  holders  of  the  guaranteed 


paper  make  out  beautifully,  too. 

Suppose,  say,  a  bank  makes  an 
SBA-guaranteed  loan  for  $100,000  at 
10%  annual  interest.  It  can  sell  the 
$90,000  guaranteed  portion  to  a  bro- 
ker-dealer and  collect  a  servicing  fee 
on  the  $90,000  of  anywhere  from 
one-fourth  of  1%  to  2M%.  If  it  collects, 
say,  a  1/2%  fee,  it  gets  an  annual  re- 
turn of  10%  on  the  $10,000  nonguar- 
anteed  portion-$l,000-plus  a  $1,350 
( 1*2%  times  $90,000)  servicing  fee,  or 
$2,350  in  all.  That's  a  lovely  23*2% 
yield  on  the  bank's  $10,000  at  risk. 

Even  with  those  types  of  yields, 
though,  many  banks  have  been  reluc- 
tant to  sell  the  90%-guaranteed  por- 
tions, because  they're  already  too  liq- 
uid. As  a  result,  only  a  small  fraction 
of  the  several  billions  of  dollars  in  gov- 
ernment-guaranteed loans  has  been 
sold.  "There's  no  problem  selling  the 
paper,"  says  D.  Wayne  Silby,  of  Wash- 
ington's Bankers'  Funding  Ltd.,  a 
broker-dealer  firm.  "The  problem  is 
buying  it." 

The  broker-dealer  gets  about  a  per- 
centage point  or  two  trading  profit  on 
the  paper,   and  there's  still  plenty 


left  over  for  the  institutional  buyer  to 
earn  a  high  yield.  Both  trading  prof- 
its and  yields  have  been  down  a  bit 
recently,  however,  because  of  increas- 
ing competition  among  brokers  beat- 
ing down  bankers'  doors  to  buy  loans. 

The  most  sought-after  guaranteed 
loans  of  all  are  those  with  variable 
rates,  in  which  the  borrower's  inter- 
est payment  rises  and  falls  with  the 
bank's  prime  rate,  the  Treasury  bill 
rate  or  some  other  indicator.  Silby  of 
Bankers'  Funding  recently  created 
the  First  Variable  Rate  Fund,  a  mu- 
tual fund  consisting  of  variable-rate 
SBA-  and  Farmers'  Home-guaranteed 
loans  plus  a  dollop  of  short-term 
government  securities.  Because  of 
First  Variable's  government-guaran- 
teed portfolio  and  the  capital  protec- 
tion afforded  by  the  variable  yield,  it 
makes  out  very  well  as  a  money-mar- 
ket fund.  Its  $417,000  in  assets  earned 
a  7.23%  return  in  the  first  quarter  of 
1977,  vs.  a  4.6%  average  return  for 
other  cash  management  funds.  Silby's 
main  problem:  getting  bankers  to  sell 
him  enough  variable-rate  paper. 


The  secondary  market  in  govern- 
ment-guaranteed loans  was  made  pos- 
sible in  1975  when  the  SBA  agreed 
to  guarantee  payment  on  the  loans  to 
investors  regardless  of  any  fraud  or 
misrepresentation  by  the  lender. 
Shordy  thereafter  Farmers'  Home  fol- 
lowed suit.  Previous  to  this  change  in 
regulations,  the  loans  didn't  really 
qualify  as  unadulterated  full-faith- 
and-credit  obligations  of  the  U.S.  gov- 
ernment. Market  participants  hope 
that  other  government  agencies  will 
issue  similar  regulations  soon,  so  that 
the  market  can  broaden  even  more. 

Still,  the  market  participants  have 
to  put  up  with  a  certain  amount  of 
legal  hassle  even  with  SBA-  and 
Farmers'  Home-backed  paper.  Most 
broker-dealers  have  lawyers  to  scru- 
tinize the  documents  that  accompany 
the  paper.  But  as  one  says,  "The 
headaches  are  worth  the  extra  50,  75 
or  100  basis  points  in  yield." 

Besides  headaches,  the  market  has 
had  some  growing  pains.  Before  the 
SBA's  1975  regulation  change  guar- 
anteeing payment  in  the  event  of  de- 
fault regardless  of  lender  fraud,  some 


". . .  'We've  been  getting  over  100  basis  points  in 
yield  over  comparable  maturity  government  agency 
issues— with  the  same  risk' . . ." 
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A  Swiss  airport  is 
one  of  the  best  parts  of 


a  Swissair  flight. 


JtFhen  you're  travelling  on  business, 
ww  the  last  thing  you  need  is  to  waste  a 
3t  of  time  and  energy  getting  around  an 
irport. 

A  problem  that  can  be  neatly  avoided  if 
ou  fly  Swissair  into  Geneva  or  Zurich. 

Because  Swiss  airports  are  just  as 
fficient  and  convenient  as  Swissair  flights. 

They're  logically  designed,  on  a 
nanageable  scale,  so  that  everything  you 
leed  is  just  a  short  walk  away. 

Including  clearly  marked  gates  for  all 
onnecting  flights. 

The  Zuricn  airport  alone  serves  6.4 
nillion  passengers  each  year.  Yet  it  has  one 
)f  the  shortest  average  ^ 
:onnecting  times  of  any      +^  ^TT 
uropean  airport.  WT 


t 


40  airlines  have  500  flights 
a  day  to  every  major  city  in  the  world. 


orty  minutes  for  inter-European  flights, 
ifty  minutes  for  international  flights. 

In  Swiss  airports,  you'll  also  find 
lumerous  conveniences  close  at  hand. 

Like  comfortable  chairs.  Places  to  eat 
i  sumptuously,  if  you  like).  Places  to  sleep, 
hower.  Conduct  business.  And  shop,  for 
iverything  from  the  freshest  fashions  to  the 
zhoicest  caviar. 


You  save  time  because 
we  cut  the  distance  between  gates. 

Another  major  advantage  of  Swiss 
airports:  each  is  the  only  airport  serving  its 
city.  So  you  never  have  to  travel  across  town 
to  connect  up  with  your  connecting  flight. 

And  because  Switzerland  is  in  the  center 
of  Europe,  40  international  airlines  fly  in  and 


Eat.  Sleep.  Shower.  Do  business.  It's  all  there. 

out  of  our  airports.  An  average  of  500  times 
a  day.  To  just  about  anywhere  you're  likely 
to  be  doing  business,  including  Eastern 
Europe,  the  Middle  East,  Africa  and  Asia. 

Swissair,  alone,  has  regular  and 
convenient  flights  to  90  cities  in  63  countries 
on  five  continents. 

Finally,  if  you're  stopping  in  Switzerland, 
you'll  be  happy  to  know  that  the  Zurich 
and  Geneva  city  centers  are  just  minutes 
away  from  their  respective  airports. 

So  fly  Swissair,  for  a  trip  that's  as 
comfortable  on  the  ground  as  it  is  in  the  air. 

For  reservations  and  information,  see 
your  Travel  Agent,  corporate  travel 
consultant,  or  your  local  Swissair  office. 


SWIE 

We  take  on  the  world's  most  demanding  business  travellers. 
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As  our  1976  annual  report  shows,  all  of  last  year's  numbers  were  healthy  — 
including  the  bottom  line. 

For  example,  our  earnings  per  share  were  23%  greater  than  in  1975.  Our 
sales  were  healthy,  too.  We  beat  1975  by  31%,  and  topped  even  1974  —  our 
previous  record  year  —  by  25  % . 

Who  are  we?  Of  the  hundreds  of  papermakers  in  the  United  States,  only  fou 
or  five  can  match  our  capacity  of  more  than  two  million  tons. 

We  compete  in  just  three  areas  of  the  paper  business  and  hold  an  important 
market  share  in  all  three. 

Linerboard  and  corrugating  medium.  We're  expanding  our  capacity.  By  1979 
we'll  be  able  to  make  15%  more  of  these  products.  Meanwhile,  we  expect  to 
continue  being  the  leading  supplier  to  independent  box  makers,  who  have  22% 
of  the  market. 

Business  communication  papers.  In  1976,  we  produced  and  sold  more  office 
copier  paper  than  any  other  paper  company  in  the  world.  We  are,  in  fact,  a  leading 
source  of  computer  printout  paper,  business  forms,  letterheads  —  all  the  papers 
business  needs  to  function.  In  a  highly  competitive  1976,  we  sold  about  a  third 
more  business  papers  than  in  1975. 

Groundwood  printing  papers,  for  telephone  books,  mail  order  catalogs.  In 
1976,  we  continued  to  make  and  sell  more  such  paper  than  any  other  North 
American  producer. 

Last  year,  then,  was  a  good  year  —  consistent  with  our  performance  over 
the  last  five  years.  In  that  period,  for  example,  our  pre-tax  return  on  sales 
increased  more  than  150%  to  13.0%. 

Consistency.  In  growth,  in  earnings,  in  market  share.  The  name  is  Great 
Northern  Nekoosa  Corporation,  75  Prospect  Street,  Stamford,  Connecticut  069C 
Write  for  our  1976  annual  report. 
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JA  and  other  paper  was  sold  as  if  it 
re  truly  a  full-faith-and-credit  gov- 
ament  obligation.  In  one  case,  an 
iurance    company    making  SBA- 
cked  loans  ran  into  trouble  with 
ie  federal  authorities.  The  SB  A  de- 
d  payment  to  the  insurance  com- 
ny  on  the  grounds  of  fraud,  which 
five  third-party  purchasers  of  the 
ms  facing  potential  losses  of  about 
00,000.    The    matter    is    still  in 
igation. 

Some  dealers  worry  that  the  pre- 
iums  paid  for  govemment-guaran- 
3d  loans  are  rising  to  misleading 
dghts.  You  may  pay  104%  of  par 
lue  for  a  loan,  but  only  the  par  val- 
is  guaranteed.  Another  worry:  fly- 
-night,  fast-buck  artists.  "We've  had 
stances  of  bucket-shop-type  opera- 
rs  misrepresenting  pricing,"  says 
nee  Cleveland  of  Bankers'  Finance 
>rp.  "Many  investors  don't  under- 
ind  how  to  price  monthly  payment 
per."  Small  credit  unions,  adds  an- 
her  dealer,  are  easy  prey. 
To  combat  abuses,  the  seven  most 
tive  participants  in  the  market  have 
rmed  a  dealers'  association  to  help 


. .  Loan  guarantees  are  a 
olitically  painless  way 
ound  the  Congressional 
jdget  Act . . ." 


t  standards.  "The  dealers  feel  they 
ve  a  golden  goose  here,  and  they 
n't  want  to  kill  it,"  says  Winters  of 
(derated  Investors. 
"It's  the  land  of  market,"  rhapso- 
zes  Alton  Bathrick  of  Houston's  Hib- 
rd,  O'Connor  Government  Securi- 
s,  Inc.,  "where  you  can  take  the  end 
lyer  [of  the  paper],  the  small  busi- 
ssman,  the  lending  bank,  the  bro- 
dealer  and  the  local  SBA  office— 
d  put  them  all  down  at  the  table. 
iu  show  them  all  the  numbers— ex- 
tly  what  they're  making,  and  exact- 
jfi  what  everyone  else  is  making— and 
meryone  walks  away  from  that  table 

th  a  smile  on  his  face." 
i  Everyone,  that  is,  except  people 
I  10  aren't  at  the  table— such  as  tax- 
j  yers,  who  have  to  make  good  on 
We  loans  in  the  event  of  default,  and 
i  rrowers  who  don't  qualify  for  spe- 
!  il  government  guarantees  and 
fierefore  may  have  to  pay  higher  in- 
I  rest  rates  on  loans  they  take  out. 
I  But  as  long  as  the  government— for 
jitter  or  worse— decides  to  subsidize 
nail  businessmen,  rural  factories, 
I  sorts  on  Indian  reservations  and  the 
e,  participants  in  the  secondary  mar- 
t  in  government-guaranteed  loans 
i  ill  prosper.  ■ 


Energy 
Secunfy 
Rests  on  a 
STRONG 

FOUNDATION 


When  you're  a  major  cement  producer, 
you  plan  ahead. 
Your  future  growth  demands  it. 
That's  why  our  five  cement  plants 

are  now  embargo-proof, 
relying  for  their  energy  needs  on 

low-cost,  abundant  coal 
rather  than  fuel  oil  or  natural  gas. 
And  that's  no  accident. 
If  you  would  like  to  know  more  about  us, 
please  send  your  business  card  to  me. 


W.T.  Pascoe  III 
Chairman  of  the  Board  and  Chief  Executive  Officer 


AMCORD 


Amcord,  Inc. 

610  Newport  Center  Drive  Newport  Beach,  California  92663 
Listed  NYSE,  PSE.  Symbol:  AAC. 
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Labor's  Own 


With  a  little  help  from  its  friends,  Union  Labor 
Life  is  making  good  money  on  health  insurance. 


What  are  retail  clerks  and  bricklay- 
ers doing  in  the  insurance  business? 
Turning  Union  Labor  Life  Insurance 
Co.  into  one  of  the  most  profitable 
insurance  companies  in  the  land. 

ULLICO,  which  both  serves  and  is 
owned  by  the  nation's  AFL-CIO  un- 
ions, has  grown  33%  in  assets  since 
1975  (industry  average:  8%)  and  20% 
in  total  income  (more  than  twice  the 
industry  average),  to  $332  million.  It 


New  Generation:  Like  union  leaders, 
ULLICO  management  is  changing. 
VP  Dan  O'Sullivan  is  heir  apparent. 


has  one  of  the  lowest  expense  ratios 
in  the  business— 3.5%— and  in  reces- 
sion 1975,  one  of  the  highest  yields  on 
investments— 7.6%— of  any  stock  or  mu- 
tual life  company.  ULLICO  is  a  stock 
company  run  like  a  mutual;  in  1976 
it  returned  $11.3  million  of  $13  mil- 
lion in  net  gains  to  policyholders. 

Obviously,  some  of  that  affluence 
is  because  ULLICO  has  friends  in  the 
right  places.  Group  health  insurance, 
which  accounts  for  nearly  70%  of  its 
revenues,  is  sold  to  health  and  wel- 
fare funds  managed  by  trustees  from 
labor  and  management.  With  700 
such  customers  covering  2  million 
workers,  50-year-old  ULLICO  claims 
to  be  the  largest  underwriter  in  the 
market— though  one  is  sure  just  how 
big  that  market  is. 

As  a  result,  New  York-based 
ULLICO  can  get  by  with  a  bare- 
bones  sales  force  of  40,  no  advertising 
and  modest  contract  servicing  costs 
(coverage  contracts  must  be  renewed 
annually,  but  most  funds  only  take 
a  serious  look  at  their  carriers  every 


word  "labor"  in  its  name.  It's  the  re- 
sult of  being  as  conservative  as  a  Re- 
publican banker  in  backwoods  Maine. 
The  company  made  no  entries  into  the 
stock  market  in  1976,  concentrating 
on  debt  equity  and  renewing  some 
mortgage  activity.  The  limit  on  any 
single  investment  is  $2  million. 

"These  union  leaders,"  chuckles 
Henry  Woodbridge,  a  Connecticut 
businessman  and  nonlabor  ULLICO 
director,  "are  the  most  conservative 
businessmen  you'll  find."  Obviously, 
conservatism  pays,  although  Financial 
Vice  President  George  Holland  mod- 
estly concedes  that  much  of  it  is  due 
to  timing:  "We're  working  with  new 
money  rates  in  bonds,  while  a  lot  of 
our  competitors  are  tied  up  in  old- 
priced  money,"  he  says. 

The  name,  of  course,  isn't  an  asset 
in  all  situations.  "If  I  went  into  a  ma- 
jor corporation  and  tried  to  sell  them 
insurance,"  says  O'Sullivan,  "they'd 
say,  'Union  who?'  and  show  me  the 
way  out."  The  company  is  trying  to 
change  that.  It  has  asked  insurance 


". . .  Union  Labor  Life  Insurance  Co.'s  sparkling  invest- 
ment record  [is]  the  result  of  being  as  conservative 
as  a  Republican  banker  in  backwoods  Maine  . . ." 


four  or  five  years).  Many  plans  are 
self-administered,  including  the  larg- 
est 200  of  ULLICO's  jointly  managed 
funds,  which  pay  all  claims,  keep  eli- 
gibility records  of  employees  and  do 
the  accounting.  ULLICO's  low-bud- 
get setup  even  enables  it  to  show  a 
5%  group  health  operating  margin, 
despite  soaring  medical  costs. 

From  its  position  of  strength, 
ULLICO  doesn't  do  much  rate-shav- 
ing to  land  a  contract,  either.  "We 
make  our  bid  and  we  draw  the  line  at 
that,"  says  Executive  Vice  President 
Dan  O'Sullivan.  "We  don't  haggle." 
For  example:  Competitor  Occidental 
Life  gives  a  5%-to-15%  discount  to 
funds  that  will  administer  their  own 
plan;  ULLICO  gives  only  3%. 

But  you  can't  explain  ULLICO's 
sparkling  investment  record  by  the 


brokers  Alexander  &  Alexander  to 
watch  for  mid-sized  corporations  that 
buy  insurance  for  their  union  work- 
ers so  ULLICO  can  try  to  switch 
them  to  a  jointly  managed  fund.  And 
new  products  like  group  auto  fit  neat- 
ly into  O'Sullivan's  projection  that 
"employees  are  looking  more  to  their 
employer  for  financial  security." 

Other  changes  are  occurring  in  the 
company's  leadership:  O'Sullivan,  48, 
an  aggressive  marketer,  soon  will 
take  over  from  President  Rudolph 
Ellis,  66,  an  old-line  union  man. 

ULLICO's  enthusiastic  capitalistic 
husde  may  be  a  long  way  from  Sam- 
uel Gompers'  view  that  labor  should 
own  an  insurance  company  outright 
and  use  it  for  its  own  purposes.  But 
it  was  also  Gompers  who  said,  "The 
objective  of  labor  is  more."  ■ 
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Rhode  Island  ADVERTISEMENT  1 


RHODE  ISLAND: 

Its  Opportunities  Can't  Be 
Measured  In  Square  Miles 

The  nation's  smallest  state  offers  the  amenities  and  markets 
of  a  major  metropolitan  center— plus  a  400-mile 
coastline,  a  300-year-old  cultural  tradition,  and 
almost  60  percent  undeveloped  land  area  in  the  bargain. 


Rhode  Islanders  don't  agree  on  much.  A 
long  tradition  of  free  expression,  guaran- 
teed by  the  colony's  founding  father,  reli- 

l  gious  dissenter  Roger  Williams,  some  300 
years  ago,  has  produced  a  people  who  are 

I  independent,  outspoken,  and  downright 
cantankerous  at  times  — qualities  mod- 
erated by  an  innate  hospitality  and 
charm  in  the  same  way  that  their  state's 
climate  is  tempered  by  ocean  breezes. 

Yet  there  is  a  general  accord  about  one 
thing:  Rhode  Island  is  a  great  place  to  live 
no  matter  what  your  interests. 

Tucked  in  the  shadow  of  Boston  to  the 
north  and  New  York  to  the  south,  the 
state,  smaller  than  many  cities  in  both 
size  (1,200  square  miles)  and  population 

t  (930,000)  combines  a  commanding  loca- 
tion in  the  heart  of  the  northeast  mega- 

:  lopolis  with  recreational  and  cultural 
attractions  that  are  legendary. 

One  of  the  fascinating  paradoxes  is  how 

I  a  state  with  manufacturing  as  the  basis  of 
its  economy  has  managed  to  keep  so  large 
a  portion  of  its  by  no  means  overabundant 

I  land  area  rural.  And  how  an  area  which 
i  has  been  a  popular  tourist  destination  for 
j  two  hundred  years  still  finds  its  residents 
j|  to  be  among  its  most  enthusiastic 
ji  clientel. 

Take  John  J.  Cummings,  Jr.  for  exam- 

II  pie.  President  of  Industrial  National,  the 
||  state's  largest  (and  New  England's  second 

j.  biggest)  bank,  he's  a  native  Rhode  Is- 
i  lander  who  never  left  home.  Why? 
"There  just  always  seemed  to  be  oppor- 
tunities here,"  he  says  with  a  smile. 
Pressed,  he  admits  that  another  attrac- 
tion is  his  vacation  home,  conveniently 
located  a  mere  thirty  miles  south  in  the 
beach  town  of  Narragansett.  "We  spend 
half  the  year  in  Providence  and  the  other 
half  in  Narragansett.  I  can't  even  really 
i  consider  travel  up  from  the  beach  com- 
muting—at least  not  by  the  standards  of 
some  of  my  counterparts  in  other  states." 


A  Rhode  Island  newcomer  is  Samuel  F. 
Fortunato,  president  and  chief  operating 
officer  of  Metropolitan  Life's  new  Prop- 
erty and  Liability  Insurance  subsidiary. 

From  the  board  room  windows  in  his 
company's  newly  completed  400,000 
square  foot  Warwick  headquarters,  the 
view  is  of  fields  and  rambling  stone  walls, 
broken  by  belts  of  trees,  stretching 
toward  the  distant  glitter  of  Narragansett 
Bay.  "We  had  to  recruit  country-wide  be- 
cause we  were  starting  what  was  for  us  a 
new  operation.  When  we  found  people 
who  interested  us,  we  brought  them  to 
Rhode  Island  to  look  around  for  a  couple 
of  days.  After  that  it  was  rarely  a  problem 
getting  them  to  relocate." 

A  year  ago,  C&C  Yachts,  Toronto- 
based  manufacturer  of  high-quality  sailing 
vessels,  built  its  first  U.S.  facility  in 


Middletown  on  Aquidneck  Island  (the 
original  "Rhode  Island"  colony).  Manag- 
ing the  operation  there  is  a  native  New- 
porter  who  had  left  the  state  several  years 
before.  "My  wife  and  I  had  always  talked 
about  coming  back  to  the  east  coast," 
grins  Mike  Spicer,  a  young  man  with  an 
obvious  enthusiasm  for  his  work,  "But  I 
never  thought  I'd  be  next  door  to  my 
home  town." 

The  company  is  apparently  as  de- 
lighted with  its  choice  as  Spicer  is  to  be 
home.  "Everyone  who  comes  down  from 
the  head  office  is  amazed.  They  find  it 
hard  to  believe  that  not  everyone  in 
Rhode  Island  sails  with  the  Bay  so  much 
at  the  heart  of  things." 

They  are  also  surprised,  as  is  anyone 
who  spends  a  little  time  in  the  state,  at  its 
diversity.  Some  of  this  is  reflected  in  the 
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architecture,  a  blend  of  colonial  clap- 
board, Victorian  brick,  and  contemporary 
steel  and  glass  in  a  pleasing  jumble;  of 
modest  frame  houses,  once  the  homes  of 
18th  century  craftsmen,  nibbing  elbows 
with  the  massive  stone  villas  built  by  in- 
dustrial barons  of  another  era. 

Another  surprise  is  that  for  such  a  pop- 
ulous, highly  industrial  state,  there  is  an 
incredible  amount  of  open  space.  The 
concentration  of  development  and  popu- 
lation is  in  the  northern  part  of  the  state, 
around  Providence.  Here  85%  of  the  peo- 
ple occupy  only  40%  of  the  land  area. 
Woodlands  and  fresh  water  lakes  charac- 
terize the  western  towns  of  Burrillville, 
Foster,  Glocester,  and  West  Greenwich. 
Rolling  farm  land  and  miles  of  sandy 
beaches  lie  to  the  south. 


whaling  ships  and  trading  fleets  around 
the  world,  are  now  arts  and  crafts 
centers,  marina  sites,  and  boat  building 
locations.  As  a  matter  of  fact,  it  was  the 
intense  concentration  of  boat  building 
firms  which  attracted  C&C  Yachts. 
Spicer  explains.  "We  found  an  excellent 
source  of  supply  and  all  the'  skilled 
workers  we  needed.  All  the  major 
transport  companies  service  this  area, 
which  makes  delivery  to  our  dealers 
across  the  country  easy." 

The  Bay  has  defined  Rhode  Island's 
history  as  well  as  influenced  its  charac- 
ter. Some  historians  speculate  that  the 
first  businessmen  here  were  European 
trader-explorers  who,  long  before  Co- 
lumbus's more  highly  publicized 
voyage,  sailed  up  Narragansett  Bay  and 


Old  Slater  Mill  in  Pawtucket,  birth- 
place of  the  American  industrial 
revolution,  is  a  National  Historic  Site. 


Richard  Alan  Dow  photo 


Giant  Kaiser  wire  drawing  plant  in  Portsmouth  on  Narragansett  Bay  is  one  of 
Rhode  Island's  modern  industries. 


Symbolizing  Rhode  Island's  heri- 
tage of  free  expression,  the  beauti- 
ful First  Baptist  Meeting  House  in 
Providence  was  built  in  1  775. 


Agriculture,  one  of  the  earliest  in- 
dustries, is  still  carried  on  here.  Pota- 
toes are  an  important  crop  around 
Exeter  and  South  Kingstown.  Cows  and 
sheep  graze  on  the  Casey  Farm  in 
North  Kingstown,  built  in  1750  and 
now  operated  by  the  Society  for  the 
Preservation  ftf  New  England 
Antiquities. 

A  new  agricultural  venture  for  Rhode 
Island  is  a  vineyard,  located  here  two 
years  ago  after  an  extensive  search  re- 
vealed that  conditions  in  the  state  were 
close  to  those  in  the  famous  wine  pro- 
ducing Bordeaux  region  of  France.  The 
first  crop  will  be  harvested  this  year, 
and  "Bottled  in  Rhode  Island"  may  be- 
come a  byword  at  dinner  tables  across 
the  country. 

Narragansett  Bay  is  the  obvious  focal 
point.  Its  port  villages,  which  once  sent 


anchored  in  the  protected  harbors. 
They  could  have  been  Dutch,  Italian, 
or  Portuguese,  and  they  may  even  have 
been  Irish,  Norse,  or  Phoenician. 
Landmarks  like  Newport's  enigmatic 
Stone  Tower  feed  many  conjectures. 

Once  a  permanent  settlement  was 
made,  Newport,  with  its  excellent  har- 
bor at  the  mouth  of  the  Bay,  quickly 
rose  to  prominence  as  a  major  east  coast 
terminus,  ranking  with  Boston  and 
Philadelphia  through  the  first  half  of 
the  18th  century.  During  the  long  wars 
waged  by  England  against  France  and 
Spain,  the  Rhode  Island  colony  sent 
privateers  and  letter-of-marque  ships 
against  enemy  shipping  in  what 
amounted  to  legalized  plundering.  Not 
a  few  fortunes  were  made  from  shares 
in  privateers. 

During  the  Revolutionary  War,  New- 
port was  devastated  by  months  of  Brit- 
ish occupation.  Providence  came  into 
ascendency  as  a  participant  in  the  lucra- 
tive East  India  trade,  and  masts  of  the 
square-rigged,  round-the-Horn  clipper 
ships  forested  the  town's  waterfront. 

But  shipping  was  only  part  of  Rhode 
Island's  economic  story.  In  1793,  Sam- 
uel Slater  built  a  mill  in  Pawtucket,  har- 
nessing the  waters  of  the  Blackstone 
River  to  power  the  textile  machinery  he 
had  built  from  plans  memorized  and 


Protected  harbors  around  Narra- 
gansett Bay,  which  once  lured  Euro- 
pean explorers,  now  shelter 
pleasure  craft. 


smuggled  out  of  England  in  his  head. 

For  the  first  time,  the  new  nation  was 
not  dependent  on  the  old  world  for  fin- 
ished goods.  A  subsequent  mill  built  by 
Slater  three  or  four  years  later  is  still 
standing,  a  National  Historic  Site  and 
monument  to  the  birthplace  of 
America's  industrial  revolution. 
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Textiles  became  a  primary  Rhode  Is- 
land product,  with  great  manufacturing 
families  like  the  Bernons  and  Sayles  at- 
tracting thousands  of  workers,  first 
from  Britain  and  later  from  French 
Canada,  to  the  mammoth  brick  mills 
that  sprang  up  around  northern  Rhode 
Island. 

Another  early  industry  which  today 
employs  the  largest  segment  of  the 
Rhode  Island  work  force  was  a  logical 
outgrowth  of  the  preponderance  of 
craftsmen  here.  Jabez  Gorham  per- 
fected a  silver  plating  process  and 
founded  the  firm  that  has  operated  in 


Rhode  Island's  New  Industrial 
Revolution 

The  demise  of  the  New  England  textile 
industry  at  the  end  of  World  War  II  is  leg- 
endary in  U.S.  economic  history.  Crip- 
pled by  inefficient  plants  and  outmoded 
equipment,  drained  by  high  production 
costs,  company  after  company  closed  its 
doors.  Those  few  with  any  capital  remain- 
ing moved  south. 

For  Rhode  Island,  with  its  economy 
grounded  almost  completely  in  textiles, 
the  blow  was  catastrophic.  The  other  im- 
portant industry,  jewelry,  was  at  that  time 


affecting  20,000  military  personnel  and 
6,000  civilian  workers  at  three  bases. 

The  initial  monetary  impact  alone  was 
estimated  at  $250  million,  and  the  sec- 
ondary effects  were  considered 
astronomical. 

Yet  both  these  crises  proved  to  be  im- 
portant factors  in  propelling  Rhode  Island 
into  a  modern  industrial  revolution. 

The  state's  energetic  governor,  J.  Jo- 
seph Garrahy,  was  lieutenant  governor 
when  the  totally  unexpected  Navy  an- 
nouncement was  made.  He  chaired  an 
emergency  council  of  industry  and  gov- 
ernment leaders  which  prepared  legisla- 


New  headquarters  for  Allendale  Insurance  in  a  country  setting  is  only  minutes  from  downtown  Providence. 


Peaceful  harbors  and  two  hundred  year  old  homes  characterize  the  shores 
of  Narragansett  Bay. 

Richard  Alan  Dow  photo. 


Providence  since.  Doubtless  the  im- 
portant influx  of  Italian  immigrants  in 
the  19th  century  made  a  substantial 
contribution  as  well,  and  Rhode  Island 
is  rightly  known  as  the  costume  jewelry 
capital  of  the  world  —  the  home  of  famil- 
iar names  like  Coro,  Trifari,  Anson, 
Dieges  &  Clust,  Speidel,  and  Uncas,  to 
name  only  a  few,  and  also  headquarters 
for  majoi  trade  associations. 


too  seasonal  and  unstable  to  absorb  the 
huge  number  of  workers  thrown  out  of 
jobs. 

The  state  was  just  starting  to  recover 
when,  only  four  years  ago,  another  crisis 
arose.  In  April  of  1973  the  U.S.  Navy,  a 
major  employer  and  extensive  landholder 
in  the  state,  announced  an  extensive  re- 
duction in  its  forces.  The  smallest  state  in 
the  nation  would  bear  50%  of  the  cuts  — 


tive  recommendations  that  would  make 
sweeping  improvements  in  the  state's 
business  tax  system  and  completely  reor- 
ganize its  economic  development  mecha- 
nisms. The  short-range  goal  was  to 
replace  jobs  as  quickly  as  possible,  while 
long-range  planning  was  to  build  an  eco- 
nomic base  diversified  enough  to  with- 
stand cyclical  recessions  and  hold  up 
under  more  serious  tests. 

"We  wanted  to  meet  the  challenges  of 
Rhode  Island's  economic  situation  with 
a  true  partnership  of  government,  busi- 
ness, and  labor,''  Garrahy  recalls. 
"Many  of  the  proposals  have  already 
been  signed  into  law,  and  we  are  work- 
ing on  others.  The  end  result  will  put 
the  state  in  the  forefront  of  business  at- 
tractiveness without  sacrificing  our 
high  quality  of  life." 

The  heart  of  the  reorganization  was  a 
well-staffed  and  equipped  Department 
of  Economic  Development  created 
from  a  consolidation  of  several  smaller 
agencies.  Billing  itself  as  "one  stop 
shopping"  for  prospective  industrial 
clients,  the  department  is  the  key  to  a 
tightly  knit  complex  of  satellite  public 
corporations  and  authorities  that  can  do 
virtually  everything  for  a  company  but 
sell  its  product,  according  to  James  O. 
Roberson,  the  department's  tall,  Texas- 
born  and  unflappable  director.  "And 
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we'd  probably  be  willing  to  help  out 
with  that,  too,"  he  avers. 

One  move  in  this  direction  is  a  three- 
month-old  "briefing  center"  located  at 
the  Theodore  Francis  Greene  State  Air- 
port in  Warwick,  principal  air  terminus 
for  Rhode  Island  and  the  surrounding 
region.  Using  the  most  advanced  multi- 
media techniques  in  an  acoustically 
perfect  environment,  the  center  pro- 
vides a  crash  course  in  Rhode  Island  at- 
tractions and  current  economic 
situation,  with  a  huge  reserve  of  statis- 
tical and  site  information  banked  to  be 
plugged  into  a  presentation  at  a  mo- 
ment's notice,  tailoring  it  to  a  particular 
set  of  requirements. 

"We  don't  expect  the  briefing  to  sell 
Rhode  Island  all  by  itself,"  Roberson 
explains.  "But  it  does  show  that  we  are 
serious  about  providing  information  in 
the  fastest,  most  easily  digested  way  to 
decision  makers  who  have  little  time  to 
waste.  This  is  the  only  facility  of  its  kind 
on  the  east  coast." 

So  far  it  seems  to  be  paying  off.  Pre- 
sentations have  been  scheduled  at  the 
rate  of  at  least  one  per  day. 

A  high-powered  organization  created 
simultaneously  with  the  department 
and  with  a  dovetailing  mission  is  the 
Rhode  Island  Port  Authority  and  Eco- 
nomic Development  Corporation,  a 
public  entity  with  wide  ranging  legal 
and  fiscal  capabilities.  Although 
equipped  to  develop  industry  state- 
wide, it  is  charged  primarily  with  ac- 
quiring, developing,  and  re-selling  the 
hundreds  of  acresof  prime  industrial 
land  vacated  by  the  Navy  but  still  await- 
ing completion  of  complicated  federal 
procedures  and  environmental  studies 
before  a  turn-over  can  be  effected. 

"The  Navy  land  situation  is  frustrat- 
ing," says  Roberson,  "particularly  be- 
cause we've  got  some  good  prospects 
for  its  use.  It  offers  many  of  the  best 
sites  we  have  in  Rhode  Island,  com- 
plete with  air,  rail,  and  deep  water  port 
facilities." 

The  department  hasn't  waited  idly 
for  the  Navy  to  act  on  the  land,  how- 


"The  end  result  will  put 
the  state  in  the  forefront  of 
business  attractiveness 
without  sacrificing  our  high 
quality  of  life." 

.   —  Rhode  Island  Governor 
J.  Joseph  Garrahy 


ever.  Obtaining  permission  to  lease  fa- 
cilities  on  a  one-year  basis,  an 
exhaustive  marketing  effort  resulted  in 
the  location  by  General  Dynamics  Cor- 
poration's Electric  Boat  Division  of  a 
plant  to  build  Trident  submarine  com- 
ponents. In  spite  of  the  iffy  conditions 
of  the  federal  lease,  Electric  Boat  in- 
vested $17  million  to  establish  their 
operation  at  the  former  Quonset  Point 
Naval  Air  Station,  and  have  boosted 
employment  in  a  little  over  two  years  to 
5,300  — almost  entirely  drawn  from  the 
Rhode  Island  labor  market.  Several 
smaller  firms  have  temporarily  located 
in  the  area  as  well,  and  under  similar 
tenuous  conditions. 

One  of  the  most  daring  moves  to  uti- 
lize the  space  and  generate  employ- 
ment opportunities  has  even  wider 
implications  for  the  oil-scarce  north- 
east. Rhode  Island  attracted  a  consor- 
tium of  oil  companies  to  establish  a 
support  facility  for  planned  off-shore 
exploration  in  the  Georges  Bank  and 
Baltimore  Canyon  regions.  Once  pres- 
ent court  obstacles  have  been  hurdled, 
the  operation  will  draw  not  only  oil 
workers  but  also  a  vast  number  of  serv- 
ices required  by  the  off-shore  drilling 
rigs.  Even  if  no  oil  is  ultimately  discov- 
ered, the  exploration  is  expected  to 
take  several  years. 

Another  public  agency  closely  re- 
lated with  the  Department  of  Eco- 
nomic Development,  the  Howard 
Development  Corporation,  is  improv- 
ing a  large  parcel  of  former  state  land 
along  Interstate  95  in  Cranston  and 
Warwick  for  industrial  use. 

A  regional  economic  effort  in  direct 
response  to  cutbacks  at  the  Navy  bases 
on  Aquidneck  Island  has  produced  a 
cooperative  venture  among  the  towns 
of  Portsmouth  and  Middletown  and  the 
city  of  Newport.  The  Aquidneck  Island 
Development  Corporation  has  already 
achieved  a  notable  success  with  the  es- 
tablishment of  an  ocean-side  industrial 
park  in  the  heart  of  this  famous  cultural 
and  recreational  area. 

To  complete  the  services  to  prospec- 


tive firms,  Rhode  Island  has  devised  a 
package  of  financing  programs  which 
rates  as  one  of  the  most  comprehensive 
and  flexible  available  anywhere.  Ad-^ 
ministered  by  its  own  authorities  (yen 
with  the  Department  of  Economic  De- 
velopment still  the  key  access  point),  it 
is  discussed  in  detail  elsewhere  in  this 
issue. 

The  emphasis  on  industrial  develop- 
ment, and  the  dramatic  steps  being 
taken  by  Rhode  Island  in  this  area, 
shouldn't  be  interpreted  as  overshad- 
owing other  priorities.  A  study  by  the 
Midwest  Research  Institute  ranks 
Rhode  Island  in  the  top  ten  most  desir- 
able places  to  live  in  the  nation,  and  of 
the  other  nine,  only  two  are  eastern 
states. 

Indicators  like  individual  equality, 
living  conditions,  health  and  welfare 
programs,  technology,  individual 
status,  and  economic  status  were  given 
excellent  or  high  average  ratings  in  the 
firm's  report. 

But  the  determination  of  quality  of 
life  is  really  a  highly  personal  evalua- 
tion, and  it  is  perhaps  the  long  tradition 
of  religious  and  philosophical  free  ex- 
pression that  has  permitted  the  diver- 
sity of  life-styles  which  Rhode  Island 
has  to  offer  today. 

In  spite  of  new  construction  which 
has  resulted  in  modern  housing,  public 
buildings,  and  business  facilities,  the 
state  offers  an  impressive  array  of  his- 
toric buildings.  By  no  means  limited  to 
the  creation  of  a  few  museums,  historic 
preservation  in  Rhode  Island  has  en- 
compassed whole  neighborhoods  and 
the  restoration  effort  has  been  largely 
directed  at  beautiful  and  serviceable 
buildings  for  daily  use. 

The  fine  18th  century  homes  in  New- 
port and  along  Providence's  famed 
Benefit  Street,  the  majority  of  them 
private  residences,  are  only  part  of  the 
story.  Nearly  every  community  in  the 
state  has  a  rich  heritage  of  gracious  old 
homes  —  Wickford  village's  Main 
Street,  for  example,  leading  to  the  pic- 
turesque harbor  and  lined  with  the 
houses  built  by  seafaring  men  two 
hundred  years  ago  — or  rural  farm 
houses  that  overlooked  the  "turnpikes" 
of  another  era,  travelled  by  coaches  and 
the  Continental  Army  on  the  march. 

The  Rhode  Island  State  House,  one 
of  the  most  beautif  ul  in  the  country  and 
completed  in  1900  from  plans  by  a 
prominent  architectural  firm,  is  justly 
praised.  Rut  five  former  state  or  colony- 
houses  are  still  standing  as  w  ell,  includ- 
ing the  magnificent  structures  in  Provi- 
dence and  Newport  where  the  angry 
colony  renounced  its  allegiance  to  King 
George  on  May  4,  1776  — fully  two 
months  before  the  rest  of  the  colonies 
signed  the  Declaration  of  Independ- 
ence at  Philadelphia. 

While  many  manufacturing  opera- 
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wed  probably  be  willing  to  help  out 
with  that,  too,"  he  avers. 

One  move  in  this  direction  is  a  three- 
month-old  "briefing  center"  located  at 
the  Theodore  Francis  Greene  State  Air- 
port in  Warwick,  principal  air  terminus 
for  Rhode  Island  and  the  surrounding 
region.  Using  the  most  advanced  multi- 
media techniques  in  an  acoustically 
perfect  environment,  the  center  pro- 
vides a  crash  course  in  Rhode  Island  at- 
tractions  and  current  economic 
situation,  with  a  huge  reserve  of  statis- 
tical and  site  information  banked  to  be 
plugged  into  a  presentation  at  a  mo- 
ment's notice,  tailoring  it  to  a  particular 
set  of  requirements. 

"We  don't  expect  the  briefing  to  sell 
Rhode  Island  all  by  itself,"  Roberson 
explains.  "Rut  it  does  show  that  we  are 
serious  about  providing  information  in 
the  fastest,  most  easily  digested  way  to 
decision  makers  who  have  little  time  to 
waste.  This  is  the  only  facility  of  its  kind 
on  the  east  coast." 

So  far  it  seems  to  be  paying  off.  Pre- 
sentations have  been  scheduled  at  the 
rate  of  at  least  one  per  day. 

A  high-powered  organization  created 
simultaneously  with  the  department 
and  with  a  dovetailing  mission  is  the 
Rhode  Island  Port  Authority  and  Eco- 
nomic Development  Corporation,  a 
public  entity  with  wide  ranging  legal 
and  fiscal  capabilities.  Although 
equipped  to  develop  industry  state- 
wide, it  is  charged  primarily  with  ac- 
quiring, developing,  and  re-selling  the 
hundreds  of  acres  of  prime  industrial 
land  vacated  by  the  Navy  but  still  await- 
ing completion  of  complicated  federal 
procedures  and  environmental  studies 
before  a  turn-over  can  be  effected. 

"The  Navy  land  situation  is  frustrat- 
ing," says  Roberson,  "particularly  be- 
cause we've  got  some  good  prospects 
for  its  use.  It  offers  many  of  the  best 
sites  we  have  in  Rhode  Island,  com- 
plete with  air,  rail,  and  deep  water  port 
facilities." 

The  department  hasn't  waited  idly 
for  the  Navy  to  act  on  the  land,  how- 


"The  end  result  will  put 
the  state  in  the  forefront  of . 
business  attractiveness 
without  sacrificing  our  high 
quality  of  life." 

—  Rhode  Island  Governor 
J.  Joseph  Garrahy 


ever.  Obtaining  permission  to  lease  fa- 
cilities on  a  one-year  basis,  an 
exhaustive  marketing  effort  resulted  in 
the  location  by  General  Dynamics  Cor- 
poration's Electric  Roat  Division  of  a 
plant  to  build  Trident  submarine  com- 
ponents. In  spite  of  the  iffy  conditions 
of  the  federal  lease.  Electric  Roat  in- 
vested $17  million  to  establish  their 
operation  at  the  former  Quonset  Point 
Naval  Air  Station,  and  have  boosted 
employment  in  a  little  over  two  years  to 
5,300  — almost  entirely  drawn  from  the 
Rhode  Island  labor  market.  Several 
smaller  firms  have  temporarily  located 
in  the  area  as  well,  and  under  similar 
tenuous  conditions. 

One  of  the  most  daring  moves  to  uti- 
lize the  space  and  generate  employ- 
ment opportunities  has  even  wider 
implications  for  the  oil-scarce  north- 
east. Rhode  Island  attracted  a  consor- 
tium of  oil  companies  to  establish  a 
support  facility  for  planned  off-shore 
exploration  in  the  Georges  Rank  and 
Raltimore  Canyon  regions.  Once  pres- 
ent court  obstacles  have  been  hurdled, 
the  operation  will  draw  not  only  oil 
workers  but  also  a  vast  number  of  serv- 
ices required  by  the  off-shore  drilling 
rigs.  Even  if  no  oil  is  ultimately  discov- 
ered, the  exploration  is  expected  to 
take  several  years. 

Another  public  agency  closely  re- 
lated with  the  Department  of  Eco- 
nomic Development,  the  Howard 
Development  Corporation,  is  improv- 
ing a  large  parcel  of  former  state  land 
along  Interstate  95  in  Cranston  and 
Warwick  for  industrial  use. 

A  regional  economic  effort  in  direct 
response  to  cutbacks  at  the  Navy  bases 
on  Aquidneck  Island  has  produced  a 
cooperative  venture  among  the  towns 
of  Portsmouth  and  Middletown  and  the 
city  of  Newport.  The  Aquidneck  Island 
Development  Corporation  has  already 
achieved  a  notable  success  with  the  es- 
tablishment of  an  ocean-side  industrial 
park  in  the  heart  of  this  famous  cultural 
and  recreational  area. 

To  complete  the  services  to  prospec- 


tive firms,  Rhode  Island  has  devised  a 
package  of  financing  programs  which 
rates  as  one  of  the  most  comprehensive 
and  flexible  available  anywhere.  Ad- 
ministered by  its  own  authorities  (yet 
with  the  Department  of  Economic  De- 
velopment still  the  key  access  point),  it 
is  discussed  in  detail  elsewhere  in  this 
issue. 

The  emphasis  on  industrial  develop- 
ment, and  the  dramatic  steps  being 
taken  by  Rhode  Island  in  this  area, 
shouldn't  be  interpreted  as  overshad- 
owing other  priorities.  A  study  by  the 
Midwest  Research  Institute  ranks 
Rhode  Island  in  the  top  ten  most  desir- 
able places  to  live  in  the  nation,  and  of 
the  other  nine,  only  two  are  eastern 
states. 

Indicators  like  individual  equality, 
living  conditions,  health  and  welfare 
programs,  technology,  individual 
status,  and  economic  status  were  given 
excellent  or  high  average  ratings  in  the 
firm's  report. 

Rut  the  determination  of  quality  of 
life  is  really  a  highly  personal  evalua- 
tion, and  it  is  perhaps  the  long  tradition 
of  religious  and  philosophical  free  ex- 
pression that  has  permitted  the  diver- 
sity of  life-styles  which  Rhode  Island 
has  to  offer  today. 

In  spite  of  new  construction  which 
has  resulted  in  modern  housing,  public 
buildings,  and  business  facilities,  the 
state  offers  an  impressive  array  of  his- 
toric buildings.  Ry  no  means  limited  to 
the  creation  of  a  few  museums,  historic 
preservation  in  Rhode  Island  has  en- 
compassed whole  neighborhoods  and 
the  restoration  effort  has  been  largely 
directed  at  beautiful  and  serviceable 
buildings  for  daily  use. 

The  fine  18th  century  homes  in  New- 
port and  along  Providence's  famed 
Renefit  Street,  the  majority  of  them 
private  residences,  are  only  part  of  the 
story.  Nearly  every  community  in  the 
state  has  a  rich  heritage  of  gracious  old 
homes  —  Wickford  village's  Main 
Street,  for  example,  leading  to  the  pic- 
turesque harbor  and  lined  with  the 
houses  built  by  seafaring  men  two 
hundred  years  ago  — or  rural  farm 
houses  that  overlooked  the  "turnpikes" 
of  another  era.  travelled  by  coaches  and 
the  Continental  Army  on  the  march. 

The  Rhode  Island  State  House,  one 
of  the  most  beautiful  in  the  country  and 
completed  in  1900  from  plans  by  a 
prominent  architectural  firm,  is  justly- 
praised.  Rut^ii  e  former  state  or  colony 
houses  are  still  standing  as  well,  includ- 
ing the  magnificent  structures  in  Provi- 
dence and  Newport  where  the  angry 
colony  renounced  its  allegiance  to  King 
George  on  May  4,  1776  — fully  two 
months  before  the  rest  of  the  colonies 
signed  the  Declaration  of  Independ- 
ence at  Philadelphia. 

While  many  manufacturing  opera- 


IN-CORP  Bankers 
Deliver... 

with  a  new  way  of  serving  business. 


Exit  the  traditional  lending  officer. 
Enter  the  IN-CORP  Banker. 

The  more  complete  financial  serv- 
ices resource.  So  complete  your 
company  can  deal  with  fewer  banks. 

One  IN-CORP  representative  can 
deliver  any  of  the  capabilities  of  a  $2 
billion  multi-national  financial  serv- 
ices organization ...  from  appraisals 


to  pension  fund  managementto  leas- 
ing and  more,  together  with  imagi- 
native worldwide  financing. 

If  your  company  isn't  getting  the 
efficiency  of  a  one-stop  financial  re- 
source, talk  to  an  IN-CORP  Banker. 

Telephone  Robert  G.  Truslow, 

Vice  President,  at 

(401)  278-6268. 


%  INCDRP 

00/1  INDUSTRIAL  NATIONAL  CORP 


A  financial  services  company 


Industrial  National  Bank,  Prov.,  R.I.  •  Inleasing  Corp.,  Prov.,  R.I.  •  Ambassador  Factors,  New  York,  N.Y.  •  Mortgage  Assoc.,  Inc.,  Mil.,  Wis. 
•  Kensington  Mortgage  and  Finance  Corp.,  Mil.,  Wis.  •  Southern  Discount  Co.,  Atl.,  Ga.  •  Information  Sciences,  Inc.,  Prov.,  R.'l.  •  Westminster 
Properties,  Inc.,  Prov.,  R.I.  •  International  Appraisal  Co.,  Fair  Lawn,  N.J.  •  INB  Appraisal  Co.  of  Canada,  Ltd.,  Ont.  •  Industrial  Capital  Corp., 
Prov.,  R.I.  •  Industrial  Nat.  Mortgage  Co.,  Prov.,  R.I.  •  C-O-M  Service  Bureau,  Inc.,  Boston,  Mass. 
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lions  require  the  efficiency  and  stream- 
lining that  only  modern  buildings  can 
provide,  the  solid  brick  mills,  built 
originally  for  the  textile  industry,  pro- 
vide low-cost  and  highly  functional 
space,  "incubators"  for  growing  opera- 
tions. Others  have  been  imaginatively 
recycled  to  house  a  variety  of  activities, 
and  their  renovated  exteriors  are 
warm,  well-integrated  links  with  the 
past. 

When  Brown  &  Sharpe  Manufactur- 
ing, one  of  the  state's  oldest  firms, 
moved  to  its  huge,  modern  "Precision 
Park"  complex  in  North  Kingstown  a 
few  years  ago,  it  left  a  rambling  collec- 
tion of  19th  century  brick  buildings  to- 
talling approximately  a  million  square 
feet,  almost  in  the  heart  of  Providence. 
The  space  has  since  been  successfully 
and  imaginatively  occupied  by  every- 
thing from  college  classrooms  to  state 
offices  to  an  architectural  firm  to  sev- 
eral light  manufacturing  operations. 

Such  a  concentration  of  historical 
structures  throughout  the  state  has,  in- 
evitably, produced  a  continuous  review 
of  pageantry.  The  Bristol  4th  of  July 
parade  is  an  annual  event  attended  by 
tens  of  thousands  from  all  over  the  re- 
gion. Another  annual  parade,  sur- 
rounded by  a  week-long  schedule  of 
associated  events  ranging  from  power- 
boat races  to  art  festivals,  commemo- 
rates the  burning  of  the  British  warship 
Gaspee  off  Pawtuxet  village  in  1772  — 
considered  by  many  historians  to  be  a 
crucial  step  in  the  events  leading  to  the 
Bevolutionary  War. 

Festivals  are  regularly  sponsored  by 
the  descendents  of  the  Narragansett  In- 
dian tribe,  and  many  other  ethnic 
events,  largely  stimulated  by  an  active 
Bicentennial  program,  celebrate  the 
contributions  of  numerous  cultures  to 
this,  the  nation's  most  ethnically  di- 
verse state. 

It  is  still  the  ocean  and  Narragansett 
Bay,  however,  never  far  from  any 
Rhode  Island  location,  that  attract  resi- 
dent and  visitor  alike. 

Russell  A.  "Ronnie  Boss  is  execu- 
tive vice  president  and  treasurer  of 
A.T.  Cross,  internationally  known 
manufacturer  of  fine  writing  instru- 
ments—pens, pencils,  and  desk  sets  are 
their  only  product  even  in  this  age  of 
diversification.  Founded  in  Rhode  Is- 
land in  the  1840  s  and  purchased  by 
Boss's  grandfather  in  1916,  the  firm's 
corporate  headquarters  and  plant  are 
now  located  in  Lincoln,  in  the  rural- 
feeling  North  Central  Industrial  Air 
Park.  Like  many  other  manufacturers, 
Boss  cites  the  availability  of  raw  materi- 
als, particularly  due  to  the  concen- 
trated jewelry  industry,  as  a  significant 
advantage  to  his  company's  location. 
"We  also  have  found  the  business  tax 
changes  to  be  a  real  help,  especially  the 
elimination  of  the  tax  on  new  machin- 


ery and  equipment  since  we  upgrade 
regularly." 

But  business  advantages  are  only  a 
part  of  his  feelings  about  Rhode  Island. 
A  Warwick  resident,  Boss  keeps  a  cruis- 
ing sloop  at  an  East  Greenwich  marina. 
"This  is  a  fabulous  sailing  area.  Narra- 
gansett Bay  is  second  only  to  San  Fran- 
cisco in  wind  velocity,  and  there  is  no 
limit  to  the  places  you  can  sail  to  — the 
islands  in  the  Bay,  Block  Island,  Long 
Island,  and  Martha's  Vineyard  off  the 
coast...  I  don't  think  anyplace  else  has 
such  freedom  from  fog,  either." 

Sailing  isn't  the  only  water  activity, 
although  when  the  prestigious 
America's  Cup  races  are  held  off  New- 
port every  three  years,  or  when  other 
major  races  like  the  Storm  Trysail  and 
Newport-to-Bermuda  events  are  held,  it 
becomes  a  way  of  life  for  the  entire 
state. 

Fishing,  whether  from  a  sleek  power- 
boat for  bluefish  or  giant  bluefin  tuna, 
or  surfcasting  from  hundreds  of  loca- 
tions along  the  shore,  or  fly- casting  in 
the  fresh  water  streams  and  lakes,  has 
enough  variety  to  satisfy  anyone  (and 
there's  active  spearfishing,  including 
regular  tournaments,  for  the  under- 
water enthusiast). 


and  football  at  Schaefer  Stadium  in 
nearby  Massachusetts,  home  turf  for 
the  New  England  Patriots  (Schaefer  is 
closer  to  Providence  than  to  Boston,  an 
added  advantage  for  Rhode  Island 
fans).  For  basketball  action,  in  addition 
to  the  professional  teams  which  play 
road  games  in  the  Civic  Center,  intense 
excitement  is  generated  there  when  the 
nationally  ranked  Providence  College 
Friars  take  the  floor  for  a  home  game. 

Although  New  York's  theatre  attrac- 
tions are  easily  accessible  for  a  weekend 
or  even  an  evening  (New  York  is  a  3lA 
hour  drive  south,  downtown  Boston 
Only  50  minutes  north),  Rhode  Island 
offers  highly  acclaimed  professional 
theatre  by  the  Trinity  Square  Reper- 
tory Company.  Their  new  facility,  the 
Lederer  Theatre  in  downtown  Provi- 
dence, is  actually  two  theatres  in  one, 
with  two  plays  running  simultaneously. 
A  state  ballet  company  and  the  Rhode 
Island  Philharmonic  Symphony  Or- 
chestra, second  in  New  England  only  to 
the  Boston  Symphony,  combine  with  an 
active  calendar  of  touring  shows,  sum- 
mer stock,  and  diverse  college  produc- 
tions to  make  evening  entertainment  an 
unending  panorama  of  choices. 


Tennis  has  a  long  history  in  Rhode  Is- 
land. The  handsome  Casino  building  on 
Newport's  Bellevue  Avenue,  brain- 
child of  sportsman  and  summer  colony 
luminary  James  Gordon  Bennett,  Jr.  of 
the  New  York  Herald,  surrounds  grass 
courts  where  the  game  has  been  played 
since  the  1880  s,  as  well  as  providing  a 
home  for  the  National  Lawn  Tennis 
Hall  of  Fame. 

By  contrast,  a  new  sport  in  Newport 
is  Jai  Alai,  played  at  a  recently  com- 
pleted fronton  believed  to  be  one  of  the 
best  in  the  world. 

Other  professional  spectator  sports 
available  to  Rhode  Islanders  include 
hockey,  with  the  AHL  Rhode  Island 
Reds  playing  regularly  at  the  Provi- 
dence Civic  Center,  baseball  with  the 
Pawtucket  Red  Sox  at  McCov  Stadium, 


There  is  much,  much  more.  Just  as 
Thornton  Wilder's  Theophilus  North 
discovered  in  Newport  nine  separate 
cities  to  parallel  each  of  his  life's  ambi- 
tions, so  Rhode  Island  as  a  whole  is 
comprised  of  levels  of  activity  that  must 
be  explored  like  an  archaeological  site. 

Opportunities  and  attractions  are 
compressed  into  its  tiny  geographical 
dimensions  that,  like  ancient  Troy, 
amaze  with  their  diversity. 

A  lively  song  composed  for  the  De- 
partment of  Economic  Development 
by  a  local  jazz  musician  attempts  to  cat- 
alogue some  of  the  things  for  which 
Rhode  Island  is  famous  — and  gives  up, 
ultimately,  with  a  note  of  wonderment: 
"It's  all  here!"  ■ 


laid  one 
nalyst  to 
nother. . . 


"What's  an  Amtel?" 


or  a  copy  of 
ur  Annual  Report 
)  Stockholders, 
rite:  Investor 
elations  Depart- 
tent,  Amtel,  Inc., 
3  Westminster 
treet,  Providence, 
hode  Island  02903 


'Engineering  &  Construction, 
Petroleum  Marketing,  Industrial 
Products,  Consumer  Products. 


Amtel,  a  diversified  manufacturing  and  service  company, 
organized  around  four  major  product  groups*,  offers  goods 
and  services  worldwide  that  range  from  process  plant 
technology  to  consumer  products. 

Using  Amtel's  autonomous  operating  philosophy,  local 
management  is  responsible  for  product  and  market  devel- 
opment, manufacturing  and  planning  for  growth. 

While  corporate  management  takes  responsibility  for 
financing,  banking,  insurance  programs,  pension  plans  and 
financial  public  relations,  it  also  monitors  the  plans  and 
performance  of  each  operating  center.  It  allocates  investable 
resources  among  these  operations  and  seeks  external  ex- 
pansion through  selective  acquisitions  to  assure  profitable 
long-term  growth  for  AmtePs  investors. 
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Industrial  Plant  Financing -Cutting  the  Red  Tape 


Rhode  Island  has  forged  a  partnership  between  public 
funding  corporations  and  a  banking  community  with 
$6  billion  in  assets  to  benefit  new  industry. 


Thedecision  roBi  ild,  whether  it  is  for  a 
newly-established  business,  a  re-loea- 
tion,  or  an  expansion,  is  a  tough  one  and 
not  likely  to  get  easier  as  interest  rates 
fluctuate  ever  upward  and  demands  on 
funds  leave  capital  development  on  the 
short  end. 

A  good  indicator  of  just  how  serious  a 
state  is  in  attracting  new  industry  is  its 
willingness  to  offer  well-designed  fi- 
nancing incentives  to  aid  the  construc- 
tion process. 

Rhode  Island's  Department  of  Eco- 
nomic Development  has  come  up  with 
some  innovative  programs,  engineered 
to  fit  a  variety  of  potential  users,  and 
has  integrated  them  in  a  way  which 
means  minimum  red  tape  and  maxi- 
mum satisfaction.  An  enviable  track 
record  has  proven  the  effectiveness  of 
the  programs,  with  an  impressive  list  of 
beneficiaries  including  companies  like 
Raytheon,  Amtrol,  Anson,  Leesona, 
and  Hasbro  among  many  others. 

In  line  with  its  development  objec- 
tives, the  Rhode  Island  plans  are  partic- 
ularly geared  toward  small  and  medium 
sized  projects.  And  they  are  also  de- 
signed to  help  already  established  local 
firms  upgrade  and  streamline  their  fa- 
cilities to  grow  and  remain 
competitive. 

The  financing  programs  make  maxi- 
mum use  of  one  of  the  state's  greatest 
resources,  a  banking  community  which 
boasts  assets  of  nearly  $6  billion,  with 
more  financial  institutions  per  capita 
than  any  other  state  in  the  nation. 

Henry  S.  Woodbridge,  Jr.,  president 
of  Rhode  Island  Hospital  Trust  National 
Bank  (its  name  comes  from  its  1867  in- 
corporation as  a  trust  company  to  build 
a  new  Rhode  Island  hospital)  explains, 
"We've  got  the  resources  in  Rhode  Is- 
land to  finance  just  about  any  kind  of 
project.  The  unusually  large  number  of 
lending  sources  keeps  us  competitive.'' 
The  bank,  which  incidentally  got  in 
early  on  the  relaxing  of  gold  control 
laws  and  now  supplies  40-50  percent  of 
all  gold  used  for  manufacturing  in  the 
U.S.,  has  made  a  highly  visible  commit- 
ment to  the  improvement  of  Provi- 
dence's commercial  and  financial 
center  with  its  28-story  tower  building. 
From  his  corner  office  on  the  top  floor, 
with  stunning  views  down  Narragansett 
Bay  to  the  Newport  Bridge  in  the  dis- 
tance, and  over  the  city  center  to  the 
west,  Woodbridge  can  lend  credence  to 
his  contention  that  "Rhode  Island  has  a 
tight-knit  community  of  business  lead- 
ers which  is  a  real  advantage,  whether 


you're  talking  about  development  or 
our  highly  successful  United  Way  cam- 
paigns here." 

Next  door,  his  counterpart  John  J. 
Cummings,  Jr.  of  Industrial  National 
Bank,  concurs  and  adds,  "Something 
many  people  overlook  about  Rhode  Is- 
land is  that  the  state  is  able  to  maintain 
a  fiscal  balance  —  its  Constitution 
doesn't  permit  deficit  spending.  Busi- 
nesses here  can  rely  on  a  stability  of 
services." 

Using  the  private  sector  resources  to 
best  effect,  Rhode  Island's  most  suc- 
cessful financing  plan  for  new  industrial 
development  is  a  mortgage  guarantee 
program  billed  as  TOO  percent  financ- 
ing." The  first  state  to  put  this  unusual 
tool  to  work,  Rhode  Island  has  linked  a 
complex  assortment  of  administrative 
agencies  in  a  working  entity  which  pro- 
vides  minimum  hassle  for  the 
developer. 

A  prospective  firm  seeking  financing 
has  its  project  presented  by  the  De- 
partment of  Economic  Development  to 
the  Industrial  Building  Authority,  over- 
seers of  the  guarantee  program.  If  ap- 
proved, the  authority  pledges  the  faith 
and  credit  of  the  state  in  guarantee  for 
90%  of  the  project  costs.  The  actual 
money  comes  from  traditional  lending 
sources,  but  the  guarantee,  besides  al- 
lowing more  money  to  be  financed,  in- 
sures favorable  rates.  If  financing  is 
desired  for  the  total  project,  a  public- 
body,  the  Business  Development 
Company,  offers  second  mortgage  fi- 
nancing for  the  remaining  10  percent. 

Several  important  additions  to  the 
plan  have  resulted  from  its  initial  suc- 
cesses. It  can  now  also  be  used  to  guar- 
antee up  to  80  percent  of  the  costs  for 
new  machinery  and  equipment  used  in 
manufacturing;  warehouse  and  re- 
search facilities  are  included  under  the 
program;  and  equipment  used  in  alle- 
viating or  controlling  pollution  can  also 
be  financed. 

Projects  ranging  from  $100,000  to  $5 
million  are  eligible  for  financing  under 
the  plan,  and  it  has  the  capability  to  in- 
sure aggregate  amounts  to  S80  million. 

Another  essential  element  in  the  pro- 
gram stems  from  a  state  law  prohibiting 
its  resources  being  used  to  benefit  pri- 
vate investment,  including  a  faith  and 
credit  guarantee.  How  does  the  mort- 
gage guarantee  plan  meet  the  provision 
of  the  law? 

Enter  the  Industrial  Foundation  of 
R.I.,  Inc.,  another  of  the  indispensable, 
non-profit  development  organizations. 


Foundation  chairman  Clark  E.  Free- 
man, Jr.  explains.  "We  hold  title  to  the 
financed  property  until  the  mortgage 
has  been  retired.  The  property  is 
leased  to  the  company,  with  the  entire 
proceeds  of  the  lease  used  to  pay  of  f  the 
mortgage.  At  the  end  of  the  lease 
period,  the  company  buys  the  prop- 
erty from  us  for  a  token  sum." 

Does  the  plan  work?  Since  the  guar- 
antee program  went  into  effect  in  1959, 
it  has  been  used  by  87  projects  to  fi- 
nance $65.5  million  in  industrial  devel- 
opment. Of  more  interest  to  state 
officials  is  the  fact  that  those  projects 
have  created  16,000  jobs  and  generated 
an  annual  payroll  of  almost 
$120,000,000. 


"I'm  encouraged  with 
what's  happening  in  Rhode 
Island... There's  no  reason 
why  we  shouldn't  be  the 
fastest  growing  state  in  the 
country." 

—  Ralph  A.  Martin, 
V.P.  and  General  Manager 
Submarine  Signal  Division  of 
Raytheon  Co. 
Portsmouth,  Rhode  Island 


One  of  the  first  users,  a  company 
which  has  just  completed  its  financial 
obligation  and  taken  outright  owner- 
ship of  its  now  extensive  facilities  in 
Portsmouth,  is  Raytheon  s  Submarine 
Signal  Division.  Vice  president  and 
general  manager  Ralph  A.  Martin, 
newly  elected  president  of  the  revital- 
ized Rhode  Island  Chamber  of  Com- 
merce, says,  "I'm  encouraged  with 
what's  happening  in  Rhode  Island. 
Governor  Joe  Garrahv  is  the  right  man 
at  the  right  time. .  .there  is  new  leader- 
ship in  the  General  Assembly  and  a 
commitment  by  business  leaders  to 
take  on  development  projects.  There's 
no  reason  why  we  shouldn't  be  the  fast- 
est growing  state  in  the  country.  We've 
got  all  the  advantages." 

Another  major  part  of  the  industrial 
financing  picture  is  a  plan  which 
has  been  used  successfully  by  publicly 
traded  companies  with  good  earnings 
records.  Tax-exempt  revenue  bonds 
can  be  issued  through  a  program  ad- 
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ministered  by  the  active  Rhode  Island 
Port  Authority  and  Economic  Devel- 
opment Corporation.  Additionally,  the 
corporation  has  the  capability  for  issu- 
ing general  obligation  bonds  to  finance 
particular  industrial  projects  from  the 
operation  of  the  industrial  facilities,  as 
well  as  pledging  general  revenues 
which  it  may  receive  from  all  other 
sources,  including  the  operation  of  its 
port  facilities. 


Innovation  and  a  dedication  to  elimi- 
nating complications  at  the  working 
level  have  been  the  major  characteris- 
tics of  Rhode  Island's  development  fi- 
nancing plans. 

The  success  is  shared  equally  be- 
tween the  companies  who  have  used 
the  plans  and  state  officials,  who  have 
seen  a  dramatically  improved  economic 
climate  emerge.  ■ 


MAKING  ENERGY  MORE  AVAILABLE 

Services  for  the  offshore  petroleum  industry  from 
Brown  &  Root,  Inc.  -  -  -  pioneers  in  offshore 
design,  engineering  and  construction  -  -  -  and 
IMCO  SERVICES  -  -  -  innovators  in  drilling  fluids 
and  drilling  fluids  equipment. 


Brown  SfRootlnc. 

And  Associated  Companies  /  A  HALLIBURTON  Company 

Houston  Chicago  Belle  Chasse  San  Francisco  London  Great  Yarmouth  Nigg 
Peterhead   Pans   Rotterdam   Stavanger   Tehran   Bahrain   Riyadh  Singapore 

An  Equal  Opportunity  Employer 


IMCO  SERVICES 

A  Division  of  HALLIBURTON  Company 

2400  West  Loop  South.  P  O  Box  22605 
Houston.  Texas  77027  A/C  713  622-5555 


"If  you've  got  questions  about 
Rhode  Island's  electric  energy 
supply,  call  me  for 
the  answers* 
401-781-0100." 


Edward  E.  Mulligan,  President  of 
The  Narragansett  Electric  Company 

"You  may  be  surprised  to  learn  how  much 
energy  is  available  here  in  Rhode  Island. 
We  already  supply  electricity  for  27  cities 
and  towns,  and  a  wide  range  of  indus- 
tries. And  we're  confident  we  can  con- 
tinue to  meet  the  future  needs  of  this 
growing  state. 

"If  you  have  specific  questions 
about  Rhode  Island  plant  sites, 
energy  costs  and  availability, 
feel  free  to  call  me  for 
the  answers. " 

NARRAGANSETT 
ELECTRIC 
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Providence 

Capital  Development  for 
Rhode  Island's  capital  shows 
private  sector  commitment. 

Providence,  Rhode  Island  has  been  a 
functional  interface  since  long  before 
the  term  became  a  stock  part  of  the 
planners'  vocabulary. 

Perched  at  the  head  of  Narragansett 
Bay,  which  for  200  years  has  provided  a 
navigable  highway  thirty  miles  to  the 
interior,  the  city  early  became  impor- 
tant as  a  shipping  center  and  the  home 
of  great  merchant  enterprises. 

It's  appropriate,  therefore,  that  an 
exciting  flurry  of  upgrading  proposals 
directed  at  the  city  center  has  stemmed 
from  an  intensive  and  imaginative 
study  called  Interface:  Providence ,  con- 
ducted under  the  auspices  of  the  highly 
respected  Rhode  Island  School  of 
Design. 

Two  new  projects  especially,  by  their 
sheer  scale,  may  bring  about  a  com- 
plete revitalization  of  Providence  as  a 
major  cultural,  transportation,  and 
business  nexus. 

A  consortium  of  four  local  busi- 
nesses, with  financing  from  a  pool  of  six 
city  banks,  has  begun  renovation  of  the 
Biltmore  Hotel,  one  of  the  downtown's 
principal  landmarks,  as  a  luxury  hos- 
telry. And  Textron,  Providence-based 
international  conglomerate  and  a  par- 
ticipant in  the  Biltmore  project,  has 
signed  an  agreement  with  the  city  to 
develop  Union  Station,  another  impor- 
tant and  long-neglected  resource. 

Textron  has  also  revealed  long-range 
thinking  that  would  include  the  con- 
struction of  a  high-rise  office  tower  to 
house  its  corporate  headquarters  as 
part  of  the  project. 

"Two  factors  give  these  projects  a  sig- 
nificance beyond  their  intrinsic  value  to 
the  city,''  says  Greater  Providence 
Chamber  of  Commerce  executive  vice 
president  Richard  G.  Schoon.  "The 
first  is  that  they  represent  involvement 
and  an  expression  of  confidence  from 
major  local  firms. '  Joining  Textron  in 
the  Biltmore  consortium  are  The  Out- 
let Company,  department  store  and 
radio/TV"  station  owner,  the  Providence 
Journal  Company,  publisher  of  the 
state's  leading  newspapers,  and  the 
Business  Development  Company,  a 
non-profit  agency  which  has  partici- 
pated in  several  innovative  ventures  in- 
cluding the  state's  mortgage  guarantee 
financing  program. 

"A  second  factor,"  Schoon  continues, 
"is  that  the  projects  are  tied  to  trade-off 
commitments  from  the  city  and  state  to 
accomplish  long  overdue  general  up- 
grading, including  the  construction  of 
an  interchange  from  Interstate  95  that 


High  rise  office  towers  dominate  the  skyline  in  Providence  at  the  head  of 
Narragansett  Bay. 

Richard  Alan  Dow  photo. 


would  channel  traffic  directly  into  the 

area." 

Funds  have  been  committed  by  the 
city  to  remove  an  unsightly  parking 
deck  in  front  of  the  Union  Station,  and 
the  federal  government  has  planned 
$10  million  to  improve  the  rail  passen- 
ger facilities,  the  railbed  itself,  and  the 
associated  viaducts  leading  in  both  di- 
rections from  the  station. 

A  much-needed  facelift  has  begun  on 
the  City  Hall,  and  serious  study  is 
being  given  to  the  development  of  a  ve- 
hicle-free zone  in  the  area  of  Kennedy 
Plaza  on  which  City  Hall,  Union  Sta- 
tion, and  several  banking,  commercial, 
and  federal  buildings  front.  Considered 
a  major  element  of  the  Interface  report, 
the  zone  would  have  either  close-by 
parking  lots  or  a  free  shuttle  service  to 
the  shops  and  businesses  in  the  down- 
town area. 

The  fifty-four-year-old  Biltmore 
Hotel,  which  closed  in  early  1975,  is  ex- 
pected to  reopen  in  the  spring  of  1978 
after  work  totalling  $11  million  is  com- 
pleted under  the  guidance  of  the  pres- 
tigious Hotels  of  Distinction,  Inc.  The 
original  500  rooms  will  be  reduced  to 
350  larger  and  more  luxurious  quarters, 
and  an  exterior  glass  enclosed  elevator 
is  planned  to  transport  guests  to  the  top 
floor  ballroom.  The  aim,  according  to 
the  designers,  is  to  combine  an  air  of  el- 
egance with  a  spirit  of  fun. 


For  the  Union  Station  project,  Tex- 
tron is  committed  to  renovate  the  exist- 
ing four  building  complex  comprising 
120,000  square  feet,  for  transportation 
and  commercial  purposes.  But  the  long 
view  would  see  an  additional  200,000 
square  foot  retail  building  and  400,000 
square  foot  high-rise  office  tower,  of 
which  100,000  feet  would  be  reserved 
for  its  corporate  headquarters. 

To  these  prospects  must  be  added  the 
outlook  for  another  important  element 
of  the  "interface,"  the  growth  of  the 
Port  of  Providence.  Already  a  major 
trans-shipment  point  for  lumber  and 
petroleum  products  entering  the 
northeast  region,  the  Port  is  serving  as 
port  of  entry  for  an  increasing  number 
of  foreign  car  manufacturers,  including 
Datsun  and  Saab. 

Additionally,  several  proposals  for 
improving  the  recreational  potential  of 
the  waterfront  area  are  being  dis- 
cussed, and  the  recent  completion  of 
the  India  Point  Park  on  land  that  once 
was  a  scrap  metal  stock  pile  has  done 
much  to  enhance  the  waterfront's 
attractiveness. 

Work  already  begun  on  Union  Sta- 
tion to  remove  layers  of  drab  gray  paint 
has  revealed  warm  golden  yellow  bricks 
underneath  which  completely  alter  the 
character  of  the  building.  An  omen  of 
the  new  look  to  old  Providence  prom- 
ised for  the  future?  ■ 


RHODE  ISLAND. . . 

Bll>  a  General  Signal  unit, 
tried  it  for  155  years 
and  likes  it. 

In  the  early  1970's,  General  Signal  needed  more 
growing  room  for  the  people  and  products  of  its 
BIF  unit  in  order  to  meet  the  nation's  mounting 
need  for  water  pollution  control  and  nuclear  power 
equipment.  We  knew  what  to  do. 

After  150  years  of  solid  growth  in  the  stimulating 
environment  of  Rhode  Island,  we  knew  that  the 
state  offered  skilled  craftsmen,  excellent  working 
and  living  conditions,  sound  educational  facilities, 
and  unmatched  recreational  climate. 

BIF  had  a  substantial  investment  in  Rhode 
Island,  and  when  we  built  our  new  $  10,000,000 
facility  in  1974,  we  reinvested  in  the  State.  Based  on 
past  experience,  Rhode  Island  was  the  logical 
choice. 

This  growth,  of  course,  is  just  one  part  of  the 
rapid  expansion  of  production  capacity  and 

BIF's  new  plant  in  West  Warwick,  R.I..  contains  over  Vi  million 
square  feet  of space  devoted  to  the  manufacture  of flow  meters, 
instrumentation  and  control  svstems,  chemical  feed  systems 
and  butterfly  valves  for  water  and  wastewater  treatment  and  n  uclear 
power  generation. 


opportunities  for  people  taking  place  throughout 
the  entire  General  Signal  organization.  And  espe- 
cially at  those  units  which  complement  BIF  in  serv- 
ing the  water  and  wastewater  treatment  market 
with  products  such  as  Lightnin*  mixers  and  aera- 
tors, Aurora  pumps,  DeZurik  valves,  Ceilcote  odor 
control  equipment,  and  others. 

General  Signal,  with  1976  sales  of  $617  million, 
is  a  foremost  supplier  of  specialty  controls  and 
related  equipment  serving  major  markets  such  as 
water  pollution  control,  railroads  and  rail  mass 
transit  and  life  safety  and  property  protection. 

BIF,  a  unit  of  General  Signal, 

1600  Division  Rd.       a  unit  of  general  signal 


West  Warwick, 
Rhode  Island  02893. 


(401)885-1000.      Basic  In  Flow 
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Tax  Reform -Putting  the  Burden 
on  the  Competition 


Rhode  Island's  corporate  tax  reforms  are  proof  of 
a  commitment  to  encourage  business  and  industry. 


While  other  states  and  major  cities 
have  been  frantically  seeking  new 
sources  of  tax  revenue  — and  zeroing  in 
on  the  business  sector  to  help  them  out 
of  serious  financial  doldrums  —  Rhode 
Island  has  instituted  an  extensive  tax 
reform  program  at  both  state  and  local 
lev  els. 


mal  corporation  taxes,  the  new 
legislation  adopts  the  DISC  provisions 
defined  in  the  Internal  Revenue  Code. 
A  Rhode  Island  DISC  is  exempt  from 
the  business  corporation  tax,  and  distri- 
bution or  deemed  distributions  from  a 
DISC  are  taxable  to  shareholders. 
4.  A  net  worth  tax  has  replaced  the 


Rhode  Island's  dramatic  State  House  has  the  second  largest  unsupported 
marble  dome  in  the  world. 


An  8-point  package  adopted  in  1974 
as  part  of  the  comprehensive  changes  in 
the  entire  economic  development  pro- 
gram offers  tax  incentives  to  manufac- 
turers which  may  be  among  the  most 
favorable  of  any  in  the  country. 

1.  So  local  property  taxi  s  on  manu- 
facturers' new  machinery  and  equip- 
ment. While  inv  entory  has  always  been 
free  from  such  taxes,  all  machinery  and 
equipment  purchased  after  December 
31.  1974  has  been  similarly  exempted. 
In  addition,  the  tax  on  existing  machin- 
ery and  equipment  began  a  ten-year 
phase-out  which  is  already  nearly  half 
completed.  The  state  has  reimbursed 
local  communities  for  revenues  lost  in 
the  process. 

2.  Elimination  of  sales  tax  on  manu- 
facturers' machinery  and  equipment. 
Based  oii  a  five-year  phase-out  period, 
taxes  in  this  area  (including  replace- 
ment parts  and  tools  and  dies)  will  be 
completely  eliminated  by  July  I,  1978. 
The  current  rate  to  June  30,  1977  is  2.4 
percent.  All  goods  directly  consumed 
in  the  manufacturing  process  are  also 
exempt  from  sales  tax. 

3.  Domestic  International  Sales  Cor- 
poration (DISC).  Once  subject  to  nor- 


corporate  excess  tax.  Net  worth  is  de- 
fined as  the  v  alues  of  a)  capital  stock,  b) 
paid-in  or  capital  surplus,  c)  retained 
earnings,  and  d)  indebtedness  to  share- 
holders owning  directly  or  indirectly  10 
percent  or  more  of  the  aggregate  out- 
standing capital  stock.  Net  worth  is  re- 
duced by  50  percent  of  the  net  book 
value  of  investments  in  subsidiaries. 
Allocation  is  provided  for  corporations 
having  a  regular  place  of  business  out- 
side Rhode  Island.  The  resulting 
amount  is  subject  to  a  tax  of  $4  per 
SI, 000  and  will  be  assessed  when  this 
amount  exceeds  the  S  percent  net  in- 
come tax. 

5.  New  research  and  development  fa- 
cilities. In  lieu  of  depreciation  or  invest- 
ment tax  credit,  a  taxpayer  may  elect  a 
one-year  write-off  for  expenditures 
paid  or  incurred  with  respect  to  re- 
search and  development  facilities  de- 
preciable under  the  Internal  Revenue 
Code  and  located  in  Rhode  Island. 

6.  Investment  tax  credit.  The  tax  re- 
form legislation  established  a  2  percent 
investment  tax  credit  for  purchases  of 
depreciable  tangible  property,  includ- 
ing buildings,  where  this  property  has  a 
useful  life  of  four  years  or  more,  is  lo- 


cated in  Rhode  Island,  and  is  used  in  a 
manufacturing  operation.  Unused 
credits  may  be  carried  forward  for  up  to 
seven  years. 

7.  Net  operating  loss  carryback  and 
carryforward  provision.  A  net  operat- 
ing loss  is  allowed  in  computing  a  cor- 
poration's taxable  income.  The 
deduction  is  substantially  the  same  as 
under  federal  law  with  certain  modifi- 
cations. The  deduction  is  not  allowed 
for  net  operating  losses  sustained  in  a 
taxable  year  beginning  before  January 
1,  1975,  or  in  a  year  in  which  the  tax- 
payer was  not  subject  to  the  business 
corporation  tax.  Special  carryback  and 
carrvforward  provisions  have  been  en- 
acted for  the  net  operating  losses  sus- 
tained in  taxable  vears  beginning  in 
1975,  1976,  and  1977.  After  1977,  the 
carryback  and  carryforward  provision 
will  be  the  same  as  for  federal 
purposes. 

8.  Income  allocation  factors.  Cor- 
porations with  multi-state  operations 
qualifying  to  allocate  income  to  Rhode 
Island  use  a  three-part  formula  based 
upon  sales,  payroll,  and  property. 
Under  the  new  legislation  the  formula 
remains  the  same,  but  sales  of  tangible 
personal  property  are  now  allocable  to 
Rhode  Island  only  if  shipped  to  points 
within  this  state  (destination  test).  The 
modification  of  the  sales  factor  can  pro- 
duce significant  savings  for  qualifying 
multi-state  corporations  shipping  from 
Rhode  Island  to  outside  locations. 

Other  Rhode  Island  State  Taxes 

Corporate  Business:  8  percent  on  net 
income,  or  84  per  SI.  000  of  corporate  net 
worth,  or  franchise  tax  of  $2.50  per 
$10,000  of  authorized  capital  stock, 
whichever  is  highest. 

Unemployment  Compensation:  Em- 
ployer tax  in  1977,  3.2  to  5.0  percent  of 
taxable  payrolls  under  Merit  Rating,  in- 
cluding a  temporary  1  percent  surcharge. 
(First  S4,800  per  employee  per  year  is 
taxable.) 

Sales  Use  Tax:  6  percent  on  most  tan- 
gible personal  property,  on  utility  bills 
(business  and  industry),  on  hotel-motel 
rooms,  and  food  sold  by  eating  places.  Ex- 
empt items  include  grocery  food,  drugs, 
periodicals,  gas,  electric  and  fuel  bills  tor 
residential  use,  items  directly  consumed 
in  manufacturing,  and  certain  items  oth- 
erwise taxed  (gasoline,  cigarettes). 

Income  Tax:  A  state  income  tax,  im- 
posed at  a  rate  of  17  percent  of  the  federal 
tax  liability  on  the  Rhode  Island  income  of 
residents  and  non-residents. 

Banks:  8  percent  of  net  income,  or 
$2.50  per  S  10,000  of  authorized  capital 
stock.  Savings  Deposits  — tax  paid  by 
banks  at  rate  of  13  to  17  cents  per  $100; 
building  and  loan  and  savings  and  loan  as- 
sociations, from  10  to  14  cents  per  $100; 
and  credit  unions  5  to  7  cents  per  $100  on 
savings  deposits  ■ 


Just  because 
we  perform  like  a 
big  bank 

doesn't  mean  we 
act  like  one. 


Maybe  you've  recently 
irrived  at  the  conclusion 
;hat  Big  Banks  aren't  neces- 
sarily better  banks. 

We've  thought  so 
brover  109  years. 
Which  may  sound  a  little 
surprising.  After  all, 
we  are  a  major  commer-  I 
:ial  lender,  offering 
:omplete  corporate 
services  including  cash 
nanagement,  com- 
nercial  financing, 
easing  and  many  other  financial  specialties. 
3ur  trust  department  enjoys  a  national  reputa- 
ion  for  superior  investment  performance 
n  the  management  of  pension  and  profit 
sharing  funds.  And  we  even  have  strengths 
nany  Big  Banks  don't.  For  example,  we  supply 
dmost  one  half  of  all  gold  bullion  used  in  the 
U.  S.  And  we're  the  ones  who  developed  a 
lew  and  remarkably  precise  Financial 
4nalysis  System  that  helps  you  compare  the 
advantages  and  disadvantages  of  buying 


vs.  leasing  vs.  financing 
capital  equipment. 

But  for  all  our  Big 
Bank  capability,  there's  a 
dimension  that  contin- 
ues to  set  us  apart. 

Because  just  as  we 
did  109  years  ago  when 
we  were  a  small  bank, 
we  continue  to  give  you 
personal  attention  for 
the  long  term. 

Including  access  to 
the  bank's  Senior  Manage- 
ment. And  overnight  service  on  transactions. 

Business  banking  at  Hospital  Trust 
has  never  outgrown  the  idea  that  a  customer 
deserves  service  in  all  the  big  and  small 
ways  that  count. 

If  you  feel  the  same  way,  maybe  you'd 
feel  better  banking  with  us.  Call  Herb 
Alexander,  (401)  278-8519.  Or  write  Corpo- 
rate Banking  Division,  Hospital  Trust 
National  Bank,  One  Hospital  Trust  Plaza, 
Providence,  Rhode  Island  02903. 


You  feel  better 
banking  at  Hospital  Trust. 


©  HOSPITAL  TRUST  NATIONAL  BANK  1977 


Member  p  D I C 
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Rhode  Island  Works  Better 


IS  PROUD 


I 


From  their  docks  and 
warehouse  terminal  at 
Quonset  Point  near 
Davisville,  four  divisions  of 
Dresser  Industries  are 
geared  to  provide  the 
needed  products  and 
services  for  Eastern 
seaboard  offshore 
petroleum  development 
operations. 

Magcobar  Drilling  Fluid 
Products  and  Services 
Security  Rock  Bits  and 

Drill  Tools 
Swaco  Detection  and 
Control  Equipment 
Gutberson  Completion 
and  Production 
Equipment 
Magcobar,  Security,  Swaco  and 
Guiberson  are  Divisions  of 
Dresser  Industries,  Inc. 


DRESSER 
INDUSTRIES 


Dresser  Tower,  P.  O.  Box  6504 
Houston,  Texas  77005 
713/784-6011 


A  hard-hitting,  highly  specific  manpower  training  program 
augments  an  already  large  skilled  labor  force. 


When  you've  been  a  major  manufactur- 
ing center  for  two  hundred  years,  you 
can  justifiably  boast  a  certain  skill  level 
and  sophistication  among  your  working 
population  that  industrial  newcomers 
simply  can't  offer. 

Yet  Rhode  Island,  whose  workers 
have  contributed  to  America's  indus- 
trial revolution  since  it  all  began  here 
with  Samuel  Slater's  textile  mill  in 
1793,  is  taking  giant  steps  toward  en- 
suring it  will  have  people  trained  to 
meet  the  needs  of  any  prospective  busi- 
ness operation. 

Formed  originally  as  an  arm  of  the 
governor's  office  to  channel  federal  job 
training  funds,  the  Job  Development  & 
Training  Division  of  the  Department  of 
Economic  Development  is  making  a 
marked  impact  on  the  state's  industrial 
expansion  efforts. 

The  program's  director,  John  F.  An- 
derson, points  to  several  reasons  for 
this.  "Our  basic  mandate  is  to  train  for 
existing  positions  or  new  jobs  being 
created  by  a  company  moving  in  or  ex- 
panding. We  don't  speculate  on  what 
might  be  needed.  If  possible,  we  like  to 
begin  working  with  a  new  company 
while  its  plant  is  under  construction. 
That  way  the  workers  are  ready  to  go 
when  the  doors  open." 

For  Anderson,  the  key  is  to  give  the 
company  exactly  what  it  needs,  not 
workers  with  only  general  skills.  "We 


prefer  to  have  prospective  employers 
do  the  training  themselves,  using  their 
own  equipment  and  supervisors  if  pos- 
sible. We'll  reimburse  them  for  this." 

The  division  has  worked  with  a 
number  of  companies  and  organiza- 
tions. But  the  most  notable  project  to 
date  provided  welders  and  machinists 
for  the  Electric  Boat  Division  of  Gen- 
eral Dynamics  when  it  opened  a  facility 
at  the  former  Quonset  Point  Naval  Air 
Station.  Their  Rhode  Island  plant, 
which  builds  components  for  the  Tri- 
dent submarine,  has  expanded  its  work 
force  to  5.300  in  a  little  over  two  years. 
More  than  half  have  been  trained  by 
the  Job  Development  &  Training 
Division. 

To  accomplish  this,  a  vacant  building 
at  the  Quonset  site  was  converted  to  the 
Ocean  State  Training  Center.  More 
than  75,000  square  feet  of  floor  space 
and  S2  million  worth  of  machinery  are 
being  utilized  to  train  workers  not  only 
for  Electric  Boat,  but  for  other  Rhode 
Island  firms,  like  Brown  and  Sharpe 
Manufacturing  Co.  and  Bostitch  Divi- 
sion of  Textron.  In  all,  4,000  trainees 
have  passed  through  the  center. 

The  training  programs  supervised  by 
the  division  are  not  limited  to  industry 
alone.  "We've  trained  laboratory  tech- 
nicians and  nurse's  assistants  for  local 
hospitals."  Anderson  says,  "as  well  as 
secretarial  personnel." 


Rhode  Island's  average  monthly  employment  in  1 976  in  major  manufacturing  groups 
based  on  Department  of  Labor  figures 


26.900 


12  400 


Jewelry/Silverware 
Textiles 

Electrical  Machinery 
Fabricated  Metals 


Machinery,  excluding  rj^" 


22  0% 


10  1% 


9.600 


9.200 


7.8% 
7  5% 


7.1% 


Primary  Metals 

Rubber/Plastics 

Transportation 

Equipment 

Instruments 

Printing/Publishing 

Apparel 

Food  Products 

Paper  Products 

Chemicals 

Miscellaneous  Mfg. 


7  400 


7.300 


60% 
6.0% 


5.500 


4.5% 


5.100 


4  800 


4  2% 

3.9% 


3.900 


3  2% 


3.600 


2.9% 


2.900  2.4% 


2.800  2  3% 


5.500 


Other  Manufacturing    6  800 


Total  Manufacturing  122,400 


J  4.5% 
^5.6% 

100.0% 


mm 


Cross  writing 
instruments— unfailing 
daily  companions  for 
those  who  respect  the 
finest.  In  lustrous 
chrome,  gold  filled, 
sterling  silver,  and 
sotid  gold.  From  six 
to  one  hundred  fifty 
dollars* 


SINCE  1846 

'Suggested  Prices 
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Computer  age  workers  in  a  country  setting.  Rhode  Island's  highways  link  all 
parts  of  the  state  to  major  metropolitan  centers. 


to  use  state  funds  to  get  the  same 
results." 

The  training  program  isn't  the  only 
good  news  from  Rhode  Island.  The 
state  is  posting  an  impressive  record  of 
labor  stability  as  well,  compared  with 
national  indicators.  For  the  period  from 
1971  to  1975,  the  state's  percentage  of 
work-time  lost  due  to  labor  disputes 
averaged  13.3  percent  below  the 
average  for  the  nation. 

One  segment  of  the  state's  work  force 
has  expanded  significantly,  and  this  is 
undoubtedly  related  to  the  variety  of 
life-styles  possible  here,  as  well  as  the 
ease  of  commuting  to  a  work  site  from 
anywhere  in  the  state. 

One  of  the  fastest  growing  occupa- 
tional groups  includes  professional  and 
technical  workers.  From  1960  to  1970 
this  group  increased  65.3  percent  com- 
pared to  an  increase  of  17.3  percent 
in  the  total  number  of  employed 
residents. 

"Rhode  Island  has  an  opportunity  to 
attract  this  kind  of  person  that  it  hasn't 
taken  full  advantage  of  yet,"  says  Larry 
Crumpler,  group  vice  president  of 
Providence-based  Amtel,  Inc.,  a  diver- 
sified holding  company  which  includes 
several  Rhode  Island  firms  under  its 
corporate  umbrella. 

A  native  North  Carolinian,  Crumpler 
came  to  Rhode  Island  six  years  ago 
and  "thoroughly  enjoys''  his  new  home, 
living  in  Newport  and  commuting  to 
his  Providence  office  when  he  isn't  vis- 
iting one  of  the  company's  far-flung 
subsidiaries. 

"This  is  a  beautiful  area,  centrally  lo- 
cated. And  there's  a  very  low  turnover 
rate  among  people  who've  moved 
here,"  he  adds. 

Combine  these  advantages  with  the 
recreational  and  cultural  resources  in 
the  area,  and  it's  easy  to  see  why.  ■ 


The  Blount  Shipyard  in  Warren. 
Shipbuilding  is  still  an  important 
industry  in  Rhode  Island. 


Agreements  with  vocational/techni- 
cal schools  around  the  state  expand  the 
training  capability  even  further. 

The  division  has  grown  considerably 
in  both  its  resources  and  its  scope.  A 
$300,000  per  year  program  three  years 
ago,  it  has  burgeoned  to  $54  million 
today,  and  leads  the  region  in  successful 
placement  of  trainees  as  well  as  lowest 
cost  for  training. 

Anderson  feels  that  the  Rhode  Island 
program's  emphasis  on  industry  needs 
is  unusual  in  view  of  the  fact  that  it  uses 
federal  funds  entirely.  "Rhode  Island  is 
the  only  state  with  this  kind  of  flexibil- 
ity. Others  with  similar  programs  have 
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GO  SITE-SEEING. 
AT  YOUR  DESK. 


Special  kit  tells  you 
about  the  oceanview 
sites  of  Rhode 
Island's  Aquidneck 
Industrial  Park  — 
minutes  away  from 
the  sailing,  swim- 
ming, golf,  tennis  and 
magnificent  mansions 
of  famous  old 
Newport.  Includes 
Harbridge  House 
industry  and  lifestyle 
analysis,  workforce 
availability  chart, 
site-location  dia- 
grams and  overhead 
photo.  Send  coupon  or 
phone  Robert  K. 
Helm,  Director, 
Aquidneck  Island 
Development  Corpo- 
ration, 174  Bellevue 
Ave.,  Newport,  RI 
02840.401-846-4343. 

Please  send 
Site-Seeing  At  My 
Desk  Kit. 


NAME 


TITLE 


COMPANY 


STREET 


CITY 


STATE  ZIP 


■     PHONE  ■ 

I  I 


Rhode  Island  Lures  Offshore 
Support  Firms 

"The  base  is  there  and  it's  ready  to  operate  from.  We  can 
move  in,  hire  people,  and  go  right  to  work." 


Faced  with  the  huge  loss  of  employ- 
ment for  skilled  workers  created  by  a 
totally  unexpected  reduction  of  U.S. 
Navy  operations  countrywide  — a  re- 
duction that  saw  50  percent  of  its  im- 
pact directed  at  the  little  state  of  Rhode 
Island  — and  frustrated  by  federal  foot- 
dragging  in  making  vacated  land  avail- 
able for  permanent  redevelopment,  the 
state's  economic  development  officials 
have  taken  a  bold  move  to  provide 
short-term  employment. 

Hammering  out  an  agreement  with 
the  Navy  to  permit  temporary  use  of 
the  sites,  particularly  those  at  the  for- 
mer Quonset  Point  Naval  Air  Station 
and  Davisville  Seabee  Center  on  the 
west  shore  of  Narragansett  Bay  which 
have  in-place  facilities  ideally  suited  for 
medium  to  heavy  industry,  the  state  set 
about  an  intensive  effort  to  find  compa- 
nies with  job  opportunities  for  Rhode 
Islanders. 


companies  at  Houston  and  New 
Orleans. 

DiLuglio,  a  businessman  himself 
who  intends  to  make  his  office  an  active 
one,  was  confident  of  the  outcome  from 
the  start.  'The  offshore  oil  search  is 
right  up  our  alley  — we've  got  outstand- 
ing facilities  and  a  pool  of  skilled  labor. 
We  know  what  it's  like  to  be  the  cen- 
ter of  an  industrial  enterprise.  Rhode 
Island  is  the  most  saleable  product  I've 
been  involved  with." 

The  effects  of  the  whirlwind  court- 
ship still  have  IMCO  Services  area 
manager  George  Jackson  reeling.  "The 
help  we  got  from  the  state  couldn't  have 
been  better.  The  decision  to  move  up  to 
Rhode  Island  meant  a  whole  new  world 
for  us  — we'd  had  all  our  experience  in 
the  old  oil  fields.  Yet  we  never  asked  a 
question  that  wasn't  answered  on  the 
spot.  They  just  bent  over  backward  to 
get  things  done,  and  we  got  out  of  the 


Offshore  oil  drilling  rig  "Ocean  Victory"  en  route  to  Quonset  Point,  Rhode 
Island,  passes  under  the  Newport  Bridge. 

Providence  Journal-Bulletin  Photo  by  Thomas  D.  Stevens. 


At  the  same  time,  a  consortium  of  oil 
companies  was  looking  for  a  base  from 
which  to  conduct  exploration  activities 
at  the  enticing  Georges  Bank  and  Bal- 
timore Canyon  areas. 

A  Rhode  Island  Department  of  Eco- 
nomic Development  team,  spear- 
headed by  new  lieutenant  governor 
Thomas  R.  DiLuglio,  confronted  the 


formal  meetings  and  down  to  the  shirt- 
sleeves work  in  a  hurry." 

The  group  has  established  its  head- 
quarters and  a  nucleus  staff  of  fifteen  at 
Quonset,  and  its  gigantic  drilling  plat- 
form "Ocean  Victory"  is  moored  to  a 
pier  that  once  berthed  aircraft  carriers. 
A  temporary  court  injunction  until  pro- 
cedural matters  concerning  the  De- 
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partment  of  the  Interior  lease  can  be 
straightened  out  is  all  that  is  holding  up 
the  start  of  drilling. 

The  effort  is  expected  to  last  a  min- 
imum of  three  to  five  years,  even  if  no 
oil  is  eventually  discovered.  The  em- 
ployment opportunities  are  consider- 
able, for  highly  technical  positions  as 
well  as  laborers,  and  ancillary  services 
such  as  food  preparation  to  service  the 
drilling  rig  will  account  for  more. 

The  local  labor  market  will  have  to 
supply  the  need.  "This  is  pure  expan- 
sion," says  Jackson.  "We  can't  move 
people  from  the  existing  oil  fields. 
We've  already  begun  training  some 
Rhode  Islanders  at  our  North  Sea  and 
Gulf  sites." 

The  availability  of  ample,  competi- 
tively priced  supplies,  and  plenty  of 
room  for  expansion  were  important  to 
IMCO's  decision.  But  it  was  the  physi- 
cal characteristics  of  the  site,  its  deep 
water  location  on  Narragansett  Bay  and 
excellent  access  to  both  Georges  Bank 
and  Baltimore  Canyon  which  were  the 
primary  assets. 


"...we  got  out  of  the  formal 
meetings  and  down  to  the 
shirtsleeves  work  in  a  hurry." 

-  George  Jackson,  Area  Manager 
IMCO  Services, 
Division  of  Halliburton  Co. 
Quonset  Point,  Rhode  Island 


"If  we  find  oil  at  both  places,  we'll  be 
really  sitting  pretty,"  notes  Jackson. 
"But  even  at  this  stage,  Rhode  Island 
has  a  tremendous  number  of  advan- 
tages. The  base  is  there  and  it's  ready  to 
operate  from.  We  can  move  in,  hire 
people,  and  go  right  to  work." 

What  happens  in  the  future,  espe- 
cially if  tests  reveal  oil?  It's  anyone's 
guess  at  this  stage.  For  Rhode  Island, 
however,  the  shot  in  the  arm  that  the 
exploration  effort  can  give  to  its  econ- 
omy seems  to  more  than  justify  the  de- 
cisive action  taken.  ■ 


What  a  tailor  can  do 
for  pants,  Citizens  Bank 
can  do  for  a  business. 

A  pair  of  pants  is  not  much  good  if  it  does  not  fit.  And 
neither  is  a  bank  financing  package.  That  is  why,  when 
a  company  comes  to  us  for  money  to  build  a  new  plant, 
or  to  install  equipment,  or  for  a  variety  of  other  reasons, 
we  try  to  custom-tailor  the  financing  to  the  unique 
requirements  of  that  company.  At  Citizens  Bank,  we 
believe  that  if  the  financing  package  does  not  fit,  you 
should  not  have  to  wear  it.  For  complete  details  on  our 
many  bank  financing  services,  call  Gil  Hawkins,  Senior 
Vice  President  at  our  Corporate  Service  Center 
(401-351-5800). 


CITIZENS  BANK 

Providence,  Rhode  Island  02903 


Citizens  Savings  Bank/Citizens  Trust  Company 


Member  TDIC 
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Education  and 
Research  in 
Rhode  Island 


Brown  University's  Providence  campus.  Six  thousand  students  are  graduated 
annually  from  Rhode  Island  colleges  and  universities. 


Mention  New  Encland  and  one  of  the 
images  that  comes  to  mind  is  ivy  — cov- 
ering the  walls  of  college  buildings. 
And  it's  true  that  this  six-state  region 
has  the  highest  concentration  of  col- 
leges and  universities  per  square  mile 
in  the  country.  Over  650,000  students 
are  enrolled  in  over  260  colleges. 

For  business  operations  that  benefit 
from  access  to  the  extensive  libraries 
and  research  capabilities  these  pro- 
vide, or  whose  employees  are  con- 
cerned with  personal  educational 
advancement,  New  England  is  a  good 
area  to  be  in. 

Within  a  fifty  mile  radius  of  Rhode  Is- 
land are  such  important  institutions  as 
Harvard  University,  Massachusetts  In- 
stitute of  Technology  (MIT),  and 
Worcester  Polytechnic  Institute,  while 
closer  to  home  the  state  has  three  pub- 
lic and  eight  private  colleges  and  uni- 
versities, graduating  over  6,000 
students  annually  and  with  a  total  en- 
rollment for  over  48,000  undergradu- 
ate and  7,000  graduate  students. 

The  University  of  Rhode  Island  in 
South  Kingstown  was  the  first  educa- 
tional institution  in  the  country  to  re- 
ceive funding  under  the  Sea  Grant 
College  and  Program  Act  of  1966.  In 
1971  it  was  designated  a  Sea  Grant  Col- 
lege and  provides  comprehensive 
marine  research,  education,  and  public 
service  activities.  Projects  frequently 
involve  faculty  and  students  in  the 
highly  regarded  Graduate  School  of 
Oceanography. 

Oceanographic  research  is  largely 
conducted  at  the  university's  Narra- 
gansett  Bay  Campus,  on  the  shores  of 
the  Bay  and  with  its  own  pier  berthing  a 
newly  acquired,  super  sophisticated 
ocean  research  vessel. 

The  university's  Agricultural  Experi- 
ment Station,  the  Division  of  Engi- 
neering Research  and  Development, 
and  the  Research  Center  in  Business 
and  Economics  all  work  closely  with  the 
private  sector  and  publish  extensively 
in  their  respective  fields. 

Founded  in  1764,  the  seventh  college 
to  be  established  in  America,  Brown 
University  in  Providence  is  one  of  the 
nation's  leading  liberal  arts  colleges. 
Faculty  members  in  its  Division  of  En- 
gineering devote  a  portion  of  their  time 
to  research  for  business  and  industry. 
Its  Department  of  Applied  Mathemat- 
ics is  regarded  as  among  the  finest  in  the 
world.  Brown's  new  four-year  medical 


school,  which  has  attracted  a  staff  of  top 
teaching  physicians,  has  already  at- 
tained national  prominence. 

The  Rhode  Island  School  of  Design, 
also  in  Providence,  graduates  some  of 
the  nation's  top  professionals  in  design, 
photography,  and  art.  Its  students  and 
faculty  are  actively  involved  in  commu- 
nity projects,  and  sweeping  plans  for 
revitalization  of  Providence's  business 
center  are  based  on  a  study  conducted 
under  the  auspices  of  the  School  of 
Design. 

Among  other  public  colleges,  Rhode 
Island  College  offers  a  variety  of 
teacher-education  eurriculums  as  well 
as  degrees  in  the  arts  and  sciences. 
Rhode  Island  Junior  College,  which 
offers  career  oriented  programs,  has 
just  opened  its  Blackstone  Valley 
Campus  in  Lincoln  in  addition  to  the 
nearly-new  Knight  Campus  in 
Warwick. 

Private  colleges  in  addition  to  Brown 
and  RISD  include  Providence  College 
and  Johnson  &  Wales  College,  both  in 
Providence,  Roger  Williams  College  in 
Bristol,  Barrington  College  in  Barring- 
ton,  Bryant  College  in  Smithfield,  and 
Salve  Regina  College  in  Newport. 

In  addition  to  the  colleges  and  uni- 
versities, several  important  research 
facilities  are  operated  by  state  and  fed- 
eral agencies  and  by  private  concerns. 

Raytheon's  Submarine  Signal  Divi- 
sion at  Portsmouth  conducts  applied 
research  in  physics,  particularly 
underwater  acoustics;  in  biology  and 
chemistry  with  primary  applications  to 
environmental  survey  services  and  to 
the  engineering  development  of  water 
quality  monitoring  instruments;  and  in 


behavioral  psychology  as  applied  to  the 
design  of  man-to-machine  interfaces  for 
equipment  and  systems  under  its  de- 
velopment. The  company  also  operates 
a  closed-circuit  TV  link  with  the  Uni- 
versity of  Rhode  Island's  campus  on  the 
other  side  of  Narragansett  Bay,  provid- 
ing televised  university  courses  to  its 
employees. 

Two  federal  laboratories  located 
adjacent  to  the  URI  Narragansett  Bay 
Campus  are  the  National  Marine  Fish- 
eries Laboratory,  engaged  in  basic  re- 
search on  the  fish  population  in  the 
northwest  Atlantic  Ocean,  and  the  Na- 
tional Marine  Water  Quality  Laboratory, 
which  gathers  basicdatafor  use  in  setting 
environmental  standards  and  conducts 
studies  on  various  kinds  of  marine 
pollution. 

Also  near  the  Bay  Campus,  a  SI  mil- 
lion nuclear  reactor  and  science  center 
under  the  direction  of  the  Rhode  Island 
Atomic  Energy  Commission  is  available 
for  industrial  research  as  well  as  for  col- 
leges and  universities. 

Twenty-five  computer  service  firms 
in  the  state  offer  services  ranging  from 
simple  data  processing  and  information 
retrieval  to  time  sharing.  Brown  Uni- 
versity has  one  of  the  nation's  most  so- 
phisticated computers. 

Located  on  1,500  acres  in  rural  West 
Glocester,  the  Factory  Mutual  Re- 
search Corporation  Fire  Test  Center  is 
the  world's  largest  fire  testing  facility.  It 
is  capable  of  constructing,  igniting,  ob- 
serving, and  measuring  the  results  of 
full-scale  industrial  fire  situations  to  de- 
velop better  fire  protection  require- 
ments for  industrial  and  commercial 
concerns.  ■ 


With  sales  costs  less  than  2%,  die  Sather 
Cookie  Company  is  in  no  danger  of  crumbling. 


You  are  looking  at  a  very  successful  cookie. 
It  gets  eaten  in  48  states  and  keeps  25  sales  people  busy  on  the 
lepnone  all  the  time.  But  before  Ken  Sather,  President  of  the 
ither  Cookie  Company,  started  selling  all  his  products  by  phone, 
:  wasn't  doing  one-twentieth  as  well. 

Back  then,  Sather  salesmen  called  on  every  account  in  person, 
nd  afterwards,  Sather  delivery  trucks  called  on  the  same  accounts 
th  the  baked  goods.  It  amounted  to  two  visits  per  sale,  grossing 
e  company  about  $2  million  a  year. 

But  now,  selling  by  Long  Distance,  the  company  has  expanded 
imendously  and  cut  sales  costs  at  the  same  time.  Five  hundred  and 
tty  employees  keep  tons  of  cookies,  candy,  nuts  and  baking  sup- 
ies  continuously  on  the  move  to  large  national  accounts,  and 
ither  grosses  over  $44  million  a  year. 

Bell  System  Account  Representative  Dick  McCallum  helped 
ing  about  the  change  when  he  sold  Ken 
ither  his  first  WATS  line  12  years  ago.  He  and 
her  Bell  Representatives  have  since  added 
rger  and  larger  equipment  and  provided  tele- 
lone  sales  training  to  many  Sather  employees 


The  system 
is  the  solution. 


Bell  System 


You  can  get  the  same  kind  of  help  for  your  com- 
pany, too.  Maybe  you  need  a  telecommunications 
system  custom-designed  to  your  particular  business 
problems  or  to  your  specific  data  transmission  needs. 
Or  maybe  you'd  just  like  to  know  more  about  our 
effective  program  for  selling  existing  customers.  Just 
call  a  Bell  Account  Representative  at  the  toll-free 
number  below,  or  send  in  the  coupon. 

"^821-2121 

Toll-free  except  in  Alaska  or  Hawaii  (800-892-2121  in  Missouri.) 
Or  mail  this  coupon. 

Bell  System  Sales  Center  Yes.  I'm  interested  in  more 

811  Main  Street  information  about  Selling 

Kansas  City,  Missouri  64141  [Existing  Customers. 
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Street  
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State  
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F-9 


Lifestyle,  workstyle  and 
other  good  reasons  for  movine 
your  company  to  Rhode  Island. 

True  enough,  Rhode  Island  is  mansions 
and  music  festivals,  lawn  tennis  and  America's 
.  Cup  races. 

.  But  it's  also  industrial  land  with  waterfront 
access.  Advanced  R&D  centers.  State  financing 
.  and  tax  benefits.  Stable,  high-skill  labor.  Excellent 
facilities  for  shipping  by  air,  road,  rail,  water. 
'  Proximity  to  Boston  (1  hour  drive)  and  New  York 
.  •  .  (3  hours  by  Amtrak).  Freedom  from  urban 

•  hassles.  And  a  uniquely  pleasant  lifestyle  and 
workstyle  for  you  and  your  associates. 

We  recently  had  Harbridge  House,  the 
.  management  consultants,  do  a  special  study  on 

>  .       .'  industry  and  the  quality  of  life  here.  May  we 

send  you  a  copy?  Then,  perhaps,  next  time  you 
visit  Rhode  Island,  you'll  bring  your  company 
with  you. 

Write  or  phone  James  O.  Roberson,  Director, 
Rhode  Island  Department  of  Economic 
Development,  One  Weybosset  Hill,  Providence, 
RI  02903.  401-277*2601. 


Rhode  Island 


How  The  Genie  Got 
Out  Of  The  Bottle 


The  U.S.  has  almost  certainly  lost  the  fight  to 
prevent  nuclear  proliferation.  Nationalism,  the  oil 
crisis  and  inconsistent  diplomacy  all  played  a 
part  in  this  potential  setback  to  world  peace. 


By  TAD  SZULC 

Though  it  is  still  trying,  the  Carter 
White  House  is  pessimistic  about  the 
chances  of  checking  the  proliferation 
of  plutonium.  It  is  afraid  that  this  very 
lethal  genie  is  out  of  the  bottle,  and 
out  to  stay. 

U.S.  nuclear  diplomacy  is  being 
overwhelmed  by  powerful  economic 
and  nationalist  interests  in  Western 
Europe  and  Japan  as  well  as  in  the 
Third  World.  These  interests  demand 
the  unfettered  use  of  plutonium  re- 
processed from  spent  uranium  fuel  as 
extra  fuel  for  their  industrial  reactors. 
They  want  it  because  it  will  cut  their 
fuel  costs  and  reduce  their  depen- 
dence on  imported  uranium.  The 
trouble  is  that  the  very  same  plutoni- 
um can  easily  be  made  into  nuclear 
weapons— while  ordinary  nuclear  fuel 
cannot.  At  least  eight  foreign  govern- 
ments are  actively  challenging  the 
U.S.  over  the  plutonium  issue.  Spain 
has  gone  to  the  extreme  of  threaten- 
ing to  suspend  the  erection  of  nine 
new  reactors  by  U.S.  companies,  an 
order  worth  $1.2  billion  in  plant  alone. 
Iran  has  interrupted  negotiations  for 
the  future  construction  of  ten  reactors; 
it  may  cancel  agreements  already 
signed  for  four  U.S.  reactors  if  the 
Carter  Administration  keeps  opposing 
plutonium  reprocessing. 

Carter  himself,  in  effect,  acknowl- 
edged the  limits  of  his  own  policy 
late  last  month  when  he  sent  to  Con- 
gress legislation  proposing  new  con- 
trols over  exports  of  nuclear  materials. 
While  the  Administration  bill  would 
halt  deliveries  of  U.S.-enriched  ura- 
nium to  countries  that  would  use  it  to 
produce  plutonium  for  nuclear  weap- 
ons, it  fails  to  apply  the  same  criterion 
to  those  involved  in  commercial  re- 
processing alone.  This  is  a  retreat, 
presumably  under  international  pres- 
sure, from  Carter's  earlier  strict  posi- 
tion on  this  issue. 

The  domestic  nuclear  industry  is, 
in  effect,  helping  to  undermine  Presi- 


dent Carter's  efforts  to  control  the 
new  nuclear  proliferation.  Angry  cries 
from  the  industry  greeted  his  recent 
decision  to  withdraw  federal  funds 
from  plants  under  construction  in  the 
U.S.  for  the  commercial  reprocessing 
of  uranium  into  plutonium  and  to  de- 
fer indefinitely  the  programmed  build- 
ing of  fast-breeder  reactors  fueled  by 
plutonium.  Not  all  manufacturers 
share  Carter's  concern  over  the  dan- 
gers of  plutonium.  None  of  them 
wishes  to  be  left  behind  West  German 
and  French  companies  in  the  develop- 
ment of  the  fast-breeder  technology. 

A  Chilling  Vision 

U.S.  industry  was  prevented  by  the 
government  from  bidding  two  years 
ago  on  a  huge  reactor  project  in  Bra- 
zil because  it  includes  plutonium  re- 
processing. West  Germany  proceeded 
to  land  the  contract,  which  may  ulti- 
mately be  worth  $10  billion.  U.S.  in- 
dustry now  has  chilling  visions  of  the 
French  and  Germans  grabbing  the  en- 
tire lucrative  foreign  market. 

Though  he  is  caught  between  for- 
eign and  domestic  pressures,  Carter  is 
not  likely  to  backtrack  from  his  basic 
position  (although  he  has  quietly 
made  some  conciliatory  gestures  over- 
seas). But,  by  the  same  token,  nations 
with  functioning  reprocessing  plants 
and  those  preparing  to  build  them 
are  not  about  to  heed  his  appeals  to 
quit  the  plutonium  business. 

The  U.S.  argument  could  not  have 
been  simpler:  The  availability  of  plu- 


tonium around  the  world  poses  the 
threat  of  reasonably  easy  acquisition 
of  nuclear  weapons  by  Third  World 
governments  with  access  to  repro- 
cessed uranium  fuel.  India  proved 
as  much  in  1974  when  she  exploded 
a  nuclear  device  assembled  from  plu- 
tonium produced  from  enriched  ura- 
nium provided  by  Canada  for  India's 
industrial  reactor.  Now,  there  are 
commercial  uranium  reprocessing 
plants  operating  in  Britain  and  France, 
and  similar  plants  coming  on  stream 
this  year  in  Japan  and  West  Germany. 
The  fear  in  Washington  was,  and  is, 
that  some  of  the  plutonium  now  float- 
ing around  could  fall  into  the  wrong 
hands— despite  existing  safeguards. 

The  U.S.  had  hoped,  among  other 
things,  to  win  agreement  from  Britain 
and  France  to  refuse  to  accept  spent 
uranium  from  other  countries  for  pro- 
cessing in  the  British  and  French 
plants.  Thus  far,  the  British  and 
French  have  processed  spent  uranium 
from  Spain,  Switzerland  and  Japan 
into  plutonium  (there  also  is  an  ad- 
ditional amount  of  enriched  uranium 
retrieved  in  this  process ) .  In  each  case 
in  the  past,  Washington  had  to  ap- 
prove such  transfers  because  it  in- 
volved enriched  uranium  originally 
provided  by  the  U.S. 

The  U.S.,  in  fact,  did  approve  such 
transfers,  even  though  this  was  con- 
trary to  explicit  U.S.  policy.  Thus  the 
Ford  Administration,  which  declared 
its  own  antiplutonium  sentiments  in 
a  Presidential  statement  last  Oct.  28, 
quietly  approved  (on  Dec.  30)  trans- 
fers of  spent  uranium  fuel  from  Span- 
ish, Swiss  and  Japanese  reactors  for 
plutonium  reprocessing  in  Britain  and 
France.  The  Carter  Administration, 
even  more  vociferous  on  the  subject 
of  plutonium  than  its  predecessor,  just 
as  quietly  authorized  (on  Mar.  17, 
1977)  a  transfer  of  uranium  from  a 
Spanish  reactor  in  Garona  for  repro- 
cessing in  Britain. 

That  the  Carter  Administration  had 
acted  in  this  manner  was  disclosed 
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only  in  a  private  letter  sent  on  Mar. 
30  to  Representative  Jonathan  B. 
Bingham  (D— N.Y.),  chairman  of  the 
House  International  Relations  subcom- 
mittee on  International  Economic  Pol- 
icy and  Trade,  by  Douglas  J.  Bennet 
Jr.,  Assistant  Secretary  of  State  for 
Congressional  Relations. 

"It  has  not  been  the  general  prac- 
tice to  announce"  U.S.  actions  in  this 
realm,  the  State  Department  said.  The 
only  explanation  provided  by  Bennet 
was  that  the  U.S.  was  motivated  by 
"the  urgent  nature"  in  these  reprocess- 
ing situations.  He  offered  no  specifics. 

Bennet,  however,  volunteered  that 
the  Arms  Control  &  Disarmament 
Agency  had  opposed  the  reprocessing 
authorizations  given  in  December  and 
March,  but  had  been  overruled  on 
each  occasion  by  the  State  Depart- 
ment and  the  White  House.  The  fact 
that  the  Administration  has  been  mak- 
ing these  exceptions  in  a  virtually  sur- 
reptitious manner  suggests  something 
of  a  double  standard  in  the  new  anti- 
plutonium  policy.  At  the  very  least, 
its  inconsistency  tends  to  weaken  its 
overall  diplomatic  position. 

Some  figures  may  be  helpful  in  un- 
derstanding the  scope  of  the  reprocess- 
ing operations  in  Western  Europe: 

•  A  French  reprocessing  plant  at 
La  Hague  produced  143  pounds  of 
plutonium  last  June  and  July  from  a 
single  irradiated  uranium  shipment 
from  one  Swiss  reactor.  This  pluto- 
nium was  sold  to  West  Germany  as 
fuel  for  its  fast-breeder  reactors  now 
in  development. 

•  In  1973  and  1974  a  British  re- 
processing plant  produced  11  pounds 
of  plutonium  (resold  to  Japan  and 
Canada)  from  one  Spanish  reactor. 

•  Last  January  Euratom,  the  Eu- 
ropean Common  Market's  nuclear  au- 
thority, requested  Washington's  per- 
mission for  the  production  of  214 
pounds  of  plutonium  in  Britain  from 
uranium  from  a  Swedish  reactor. 

These  amounts  are  impressive  to 
those  who  worry  about  the  theft  of 
plutonium  by  terrorists:  It  takes  less 
than  ten  pounds  of  plutonium  to  pro- 
duce an  effective  nuclear  weapon, 
and  the  bomb-making  knowhow  is 
widely  available. 

The  U.S.  had  also  hoped  to  pre- 
vent the  construction  of  reprocessing 
plants  in  the  Third  World.  One  of 
the  prime  objectives  of  U.S.  nuclear 
policy  has  been,  and  still  is,  to  force 
the  cancellation  of  the  West  Germany- 
Brazil  and  the  France-Pakistan  agree- 
ments that  would  result  in  the  acquisi- 
tion of  plutonium  reprocessing  plants 
by  the  Brazilians  and  the  Pakistanis. 

The  German-Brazilian  contract, 
signed  in  1975,  is  especially  ambitious. 
It  provides  for  the  establishment  on 
Brazilian  territory  of  a  vast  nuclear- 


power  industrial  complex.  The  scheme 
depends  on  local  enrichment  of  natu- 
ral uranium  and  its  reprocessing  into 
plutonium.  The  uranium  will  first  be 
used  in  the  eight  reactors  the  Ger- 
mans are  committed  to  build  in  Brazil 
by  1990.  This  is  the  largest  single  for- 
eign industrial  deal  ever  negotiated  by 
West  Germany— the  final  cost,  as 
noted,  may  be  $10  billion— with  the 
additional  advantage  that  Brazilian 
uranium  in  enriched  form  would  also 
be  available  to  the  German  nuclear- 
power  industry  (including  the  fast- 
breeder  reactors)  and  its  partners  in 
Urenco,  the  West  European  nuclear 
fuel  consortium  (see  p.  92). 

West  Germany  and  France  have  al- 
ready contracted  to  build  four  reac- 
tors in  Iran,  which  in  turn,  has  bought 
minority  interest  in  Eurodif  and  Co- 
redif,  two  European  nuclear  indus- 
trial enterprises.  With  French,  West 
German  and  Australian  help,  Iran  is 
actively    prospecting    for  additional 


" . . .  The  Brazilian  agreement 
is  possibly  a  turning 
point  in  the  U.S.'  ability 
to  influence  events  . . ." 


natural  uranium  on  its  territory.  It  has 
discovered  four  deposits  since  1957. 

Under  the  French-Pakistani  agree- 
ment, a  reprocessing  plant  is  to  be 
erected  in  Pakistan  to  handle  uranium 
wastes  from  an  already  functioning  in- 
dustrial reactor.  Both  the  French  and 
Germans  have  been  talking  to  South 
Africa,  which  has  substantial  uranium 
deposits,  about  the  construction  of 
power  reactors  there. 

All  in  all,  then,  a  worldwide  pattern 
of  new  nuclear  industry  is  rapidly  de- 
veloping, with  the  U.S.  increasingly 
cut  out  of  it.  In  the  last  ten  years,  for 
example,  the  U.S.  share  in  overseas 
industrial  nuclear  contracts  has 
dropped  from  80%  to  55%— and  it  may 
shrink  even  more  if  the  Carter  Ad- 
ministration persists  in  its  campaign 
against  plutonium  proliferation. 

The  U.S.  objection  to  reprocessin;; 
plants  in  Brazil  relates  directly  to 
the  possible  emergence  of  weapon- 
building  capacity  there.  Brazil,  the 
reasoning  goes,  may  wish  to  join  the 
"nuclear  club"  because,  with  its  pop- 
ulation of  120  million  and  immense  re- 
sources, it  regards  itself  as  a  burgeon- 
ing world  power.  Some  Brazilian  mili- 
tary believe  that  they  cannot  fulfill 
their  defense  obligations  in  the  South 
Atlantic  without  a  nuclear  capability. 
Besides,  Brazil  worries  about  Argen- 
tina, its  neighbor  and  political  ri- 
val,   which    is    already   operating  a 


pilot  plutonium  reprocessing  facility. 

The  U.S.  is  no  less  anxious  about 
the  Pakistanis.  India,  after  all,  with 
whom  Pakistan  has  fought  two  wars 
in  the  last  12  years,  already  has  a  nu- 
clear device  and  that  alone  may  some- 
day decide  the  Pakistanis  to  build  one. 

The  main  reality  behind  the  world- 
wide hunger  for  new  nuclear  tech- 
nology is  that  most  of  Western  Eu- 
rope, Japan  and  such  Third  World 
nations  as  Brazil,  Pakistan  and  India 
cannot  indefinitely  afford  to  go  on  im- 
porting oil  in  ever-rising  amounts,  at 
ever-rising  costs.  Brazil,  for  example, 
has  already  harnessed  the  entire  hy- 
droelectric potential  in  its  industrial 
region.  That  means  the  nearest  new 
source  is  800  miles  away  on  the  Para- 
guayan border. 

For  now,  the  U.S.  professes  to  ac- 
cept Brazilian  and  Pakistani  assur- 
ances that  they  will  refrain  from  go- 
ing the  nuclear  military  route.  But  the 
view  from  Washington  is  that  nobody- 
can  predict  the  future  and  that,  there- 
fore, the  spread  of  plutonium  re- 
processing plants  to  the  Third  World 
is  an  immensely  dangerous  precedent 
that  must  be  avoided  if  at  all  possible. 

The  problem  is  that  it  may  not  Im- 
possible any  longer.  Brazil,  as  I  dis- 
covered during  a  recent  visit  there,  is 
determined  to  see  the  West  German 
agreement  implemented.  The  govern- 
ment has  been  able  to  persuade  v  ir- 
tually the  entire  nation  that  Brazilian 
sovereignty  is  at  stake.  The  question, 

I  was  told,  is  no  longer  negotiable. 
The  Foreign  Minister  bitterly  re- 
marked to  me  that  the  U.S.  is  prac- 
ticing "cultural  imperialism"  against 
Brazil— "not  trusting  that  as  a  respon- 
sible country  we  would  not  embark 
on  a  similar  nuclear  program." 

If  one  believes  Chancellor  Helmut 
Schmidt's  recent  public  statements. 
West  Germany  is  just  as  adamant.  To 
renounce  the  huge  Brazilian  contract 
would  obviously  undermine  Bonn's 
credibility  as  a  reliable  industrial  ex- 
porter. But,  there  seems  to  be  more 
to  it  than  that.  It  may  be  a  manifes- 
tation of  new  German  nationalism. 
This  is  the  first  time  since  World  War 

II  that  Germany  has  defied  the  U.S. 
on  a  major  issue.  Schmidt's  rigidity 
suggests  that  public  opinion  demands 
that  he  remain  firm. 

The  German-Brazilian  agreement  is 
a  test  case  and,  possibly,  a  turning 
point  in  the  ability  of  the  U.S.  to  in- 
fluence ev  ents  in  the  new  nuclear  age. 
France  has  privately  indicated  to  the 
Carter  Administration  that  it  would 
drop  the  Pakistani  contract  if  the  Pa- 
kistanis themselves  agreed  to  give  it 
up.  But  the  Pakistanis,  who  have  not 
entirely  closed  the  door  on  negotia- 
tions with  the  U.S.  on  this  point,  are 
aw  aiting  the  outcome  of  the  German- 
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Brazilian  case.  If  the  latter  agreement 
goes  through,  diplomats  say,  Pakistan 
will  insist  on  the  accord  with  France. 

To  compound  matters,  U.S.  diplo- 
macy has  been  faulty  and  singularly 
unfelicitous.  Although  the  German- 
Brazilian  agreement  was  signed  late  in 

1975,  the  Ford  Administration  made 
no  known  move  at  the  time  to  dis- 
courage it.  As  Brazilians  point  out, 
with  considerable  reason,  the  U.S.  also 
remained  silent  when  Brazil,  West 
Germany  and  the  International  Atom- 
ic Energy  Agency  in  Vienna  signed  a 
"safeguards"  agreement  in  February 

1976,  covering  the  Brazilian  project. 
The  U.S.  delegate  to  the  IAEA  did 
not  oppose  it.  State  Department  of- 
ficials also  say  that  former  Secretary 
of  State  Henry  Kissinger  refused  to 
press  Bonn  on  the  Brazilian  agree- 
ment while  there  still  might  have 
been  an  opportunity  to  reverse  the 
situation.  (Kissinger's  former  aides  in- 
sist that  their  "quiet  diplomacy,"  ini- 
tiated late  in  1976  when  Bonn  began 
moving  toward  the  fulfillment  of  the 
Brazilian  contract,  might  have  suc- 
ceeded if  the  Ford  Administration  had 
not  become  a  lame  duck. ) 

The  Carter  Administration  did  its 
own  cause  no  good  when  it  went 
"public"  with  the  issue  as  soon  as  it 


By  PAUL  W.  STURM 

Last  month  President  Carter  an- 
nounced plans  to  get  the  U.S.  out  of 
the  plutonium  business.  He  wants  to 
concentrate  on  less  dangerous— and 
far  less  efficient— methods  of  nuclear 
energy. 

Just  three  days  after  the  President's 
statement,  Iran  hosted  a  41-nation 
conference  on  the  transfer  of  nuclear 
technology.  The  meeting  at  Persepo- 
lis,  complete  with  a  20-course  ban- 
quet, courtesy  of  the  Shah,  caught 
U.S.  officials  unprepared.  It  quickly 
became  a  forum  for  consumer  com- 
plaints against  the  U.S.  Some  dele- 
gates saw  Carter's  initiative  as  an  at- 
tempt to  continue  U.S.  domination 
of  the  nuclear-fuel  business— to  give 
the  U.S.  the  same  grip  on  world  trade 
in  uranium  that  the  Organization 
of  Petroleum  Exporting  Countries  has 
on  oil. 

All  this,  of  course,  hardly  seems 
the  intended  result.  But  one  thing  is 


took  over  last  January.  This  was  done 
when  Vice  President  Walter  Mondale 
publicly  raised  the  nuclear  problem 
during  his  post-inauguration  visits  to 
Paris  and  Bonn.  Senior  State  Depart- 
ment officials  believe  that  the  public- 
ity has  frozen  positions  in  Bonn,  Bra- 
silia, Islamabad  and  even  Paris. 

Brazil  Won't  Budge 

The  next  unhappy  step  was  the 
precipitous  trip  to  Brasilia  late  in  Feb- 
ruary by  Deputy  Secretary  of  State 
Warren  Christopher.  He  and  Brazilian 
Foreign  Minister  Antonio  F.  Azeredo 
da  Silveira  held  a  six-hour  conference 
that  ended  in  a  total  deadlock.  Bra- 
zilian and  American  officials  say  pri- 
vately that  Christopher,  who  had 
been  confirmed  by  the  Senate  only 
three  days  earlier,  understood  the 
technical  aspects  of  the  problem,  hav- 
ing brought  along  nuclear  advisers 
(but  no  specialists  in  Brazilian  af- 
fairs), but  that  he  completely  failed 
to  grasp  the  politics  of  the  situation. 
After  six  hours  of  discussions,  Silveira 
summed  up  the  situation  by  telling 
Christopher  that  Brazil  would  not 
budge  and  that  the  Carter  Adminis- 
tration should  understand  that. 

U.S.  leverage  is  now  limited.  It  can 
engage  in  punitive  actions— refusing  to 


certain.  Taken  together,  Carter's 
tough  stance  on  plutonium  and  the 
domestic  energy  policy  he  announced 
two  weeks  later  make  it  nearly  impos- 
sible for  the  U.S.  nuclear  industry  to 
grow.  Whether  that  will  also  end  the 
spread  of  nuclear  weapons  is  much 
less  clear. 

There  is  an  irony  here  that  old-line 


supply  enriched  uranium  fuels  to 
countries  that  insist  on  reprocessing 
plutonium,  and  refusing  to  erect  re- 
processing plants  in  Third  World 
countries.  Most  likely  this  can  only 
aggravate  the  clash  with  the  U.S.' 
friends  and  allies.  Moreover,  the  Car- 
ter Administration's  double  standard 
in  proliferation  policy  continues.  The 
President,  for  example,  tacitly  agreed 
early  last  month  to  remove  pressure 
against  the  completion  of  a  plutonium 
reprocessing  plant  near  Tokyo,  pre- 
sumably to  avoid  a  new  crisis  in  Jap- 
anese-U.S.  relations.  On  the  other 
hand,  it  is  holding  up  export  licenses 
on  2,900  pounds  of  enriched  ura- 
nium to  13  countries  pending  a  reeval- 
uation  of  plutonium  policy. 

The  only  hope  to  block  the  Ger- 
man-Brazilian agreement— the  crucial 
test  case— is  Western  European  reac- 
tion against  it.  Some  diplomats  in 
Washington  discern  nascent  fears  in 
Western  Europe  of  a  new  German 
militarism  as  manifested  by  the  quasi- 
military  capability  that  Bonn  would, 
in  effect,  be  testing  "by  proxy"  in  the 
context  of  the  Brazilian  deal.  Should 
this  pressure  come  to  naught,  how- 
ever, the  U.S.  may  have  no  alternative 
but  to  learn  to  live  with  the  terrors 
of  the  plutonium  age.  ■ 


executives  at  General  Electric  and 
Westinghouse,  the  nation's  two  major 
reactor  builders,  should  be  the  first 
to  perceive.  Federal  policy  gave  U.S. 
nuclear  industry  a  premature  birth; 
now,  just  as  market  forces  are  work- 
ing to  give  the  U.S.  nuclear  business 
an  enormous  push,  federal  policy 
threatens  to  kill  it. 

The  number  of  U.S.  companies 
with  a  stake  in  nuclear  power  is  al- 
ready large.  Aside  from  the  obvious 
utilities  and  suppliers,  membership  in 
the  Atomic  Industrial  Forum— the  in- 
dustry's $5-million-a-year  promotion 
arm— includes  Abbott  Laboratories, 
Boeing,  Chase  Manhattan,  du  Pont 
—over  600  names  in  all. 

For  the  most  part,  these  companies 
became  involved  not  because  nuclear 
power  was  ever  profitable,  but  be- 
cause it  seemed  inevitable  that  in  time 
it  would  become  so.  The  U.S.  govern- 
ment spent  billions  to  encourage 
them.  Starting  in  1946,  the  Atomic 
Energy  Commission  subsidized  re- 
search and  capital-intensive  nuclear 
plants.  In  an  era  of  cheap  oil,  they 
made  little  immediate  economic  sense, 
but  few  doubted  that  the  knowledge 
gained  would  ultimately  pay  oft. 

Today,  higher  oil  prices  make  nu- 
clear energy  an  attractive  investment, 
but  now  reactors  generate  more  po- 
litical opposition  than  electricity.  By 
1974  Congress  junked  a  pronuclear 


Nuclear  Power  —  Where 
Do  We  Go  From  Here? 

Government  policy  gave  the  U.S.  nuclear  industry  its  start. 
What  Uncle  Sam  created,  he  now  proposes  to  emasculate. 
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Atomic  Energy  Commission.  Its  re- 
placements are  the  Nuclear  Regula- 
tory Commission,  charged  with  en- 
forcing safety  standards,  and  the 
Energy  Research  &  Development  Ad- 
ministration, now  the  chief  nonmili- 
tary  source  of  federal  aid,  which  funds 
all  kinds  of  energy  sources,  not  just 
nuclear  power. 

The  emphasis  on  coal  and  conser- 
vation, in  Carter's  energy  message,  was 
had  news  to  the  U.S.  nuclear  indus- 
try. Though  the  Administration  does 
propose  faster  licensing  for  reactors, 
the  combination  of  incentives  for  coal 
and  increased  nuclear  safeguards  will 
soon  make  coal-fired  boilers— even 
with  costly  pollution-control  devices 
—competitive  with  nuclear  power 
plants  in  all  but  a  few  sections  of 
the  U.S. 

Only  two  domestic  utilities  have  or- 
dered reactors  since  1975,  and  the 
President's  policy  will  dampen  the  de- 
mand that  GE  and  Westinghouse 
once  anticipated.  Neither  firm  has  yet 
made  a  profit  from  its  commercial  nu- 
clear business,  and  ERDA  now  esti- 
mates that  fewer  than  ten  reactors  an- 
nually will  be  built  through  the  year 
2000.  That  is  one-third  the  rate  of 
the  early  Seventies.  As  a  result,  Bab- 
cock  &  Wilcox  and  Combustion  Engi- 
neering, two  smaller  manufacturers, 
will  probably  remain  in  the  shrinking 
reactor  market  only  as  component 
suppliers. 

Carter's  decision  to  ban  plutonium 
is  an  even  stronger  blow.  By  limiting 
U.S.  reactor-builders  to  suboptimum 
technology,  it  effectively  excludes 
them  from  the  export  market.  Other 
coun  tries,  less  able  to  develop  coal  or 
to  pay  for  oil  imports,  are  going 
nuclear  with  a  vengeance.  By  1980 
nuclear  power  will  provide  15%  of  Ar- 
gentina's electricity,  30%  of  Taiwan's. 

What  happens  now  to  Allied  Chem- 


By  MARILYN  DAMMERMAN 

By  1990  Brazil  will  have  eight  nu- 
clear reactors,  a  lot  of  uranium  ore 
and  a  reprocessing  plant  that  worries 
the  Carter  Administration.  Five  years 
ago,  the  U.S.  could  have  thrown  a 
spanner  into  the  works  by  refusing 
to  enrich  Brazil's  uranium— rendering 
it  virtually  useless— because  at  that 
time  the  U.S.  government  was  the 
only  enricher  around.  Not  any  more. 


icaL,  Gull  Oil  and  Royal  Dutch/ Shell, 
which  have  invested  $250  million  in  a 
spent-fuel  reprocessing  plant  in  South 
Carolina?  It  produces  bomb-grade 
plutonium  as  a  by-product  and  thus 
may  never  operate.  The  nation's  oth- 
er uranium-recycling  facilities  are  ako 
idle:  A  $64-million  GE  facility  in  Il- 
linois was  never  opened;  Getty  Oil's 
$30-million  plant  in  upstate  New  York 
developed  dangerous  radioactivity 
leaks  and  has  been  shut  since  1972. 

The  decision  to  postpone— probably 
forever— further  development  and 
sales  of  the  plutonium-fed  breeder  re- 


". . .  Consumer  nations  view 
dependence  on  U.S.  uranium 
. . .  as  little  better  than 
dependence  on  Arab  oil . . ." 


actor  affects  even  more  firms.  Over 
S2  billion  has  already  been  spent  on 
this  technology.  A  commercial  breeder 
would  develop  60  times  as  much  en- 
ergy per  pound  of  uranium  as  a 
conventional  reactor  and  was  once  the 
ultimate  goal  of  all  U.S.  nuclear  re- 
search. Its  electricity,  boosters  used  to 
claim,  would  eventually  be  too  cheap 
to  meter. 

Arguments  against  building  breed- 
er reactors,  given  the  world's  recent 
experience  with  terrorism  and  sabo- 
tage, are  impossible  to  ignore.  But  so 
is  the  price  of  a  unilateral  decision 
by  the  U.S.  to  give  up  breeder-re- 
actor technology.  The  case  might  be 
overwhelming  if  the  U.S.  had  com- 
plete control  of  the  situation;  but  it 
does  not.  Banning  fuel  recycling  and 
plutonium  technology  tends  to  make 
other  nations  more  dependent  on  the 
U.S.  because  it  increases  their  de- 


Even  tually  Brazil  will  have  its  own 
German-designed  enrichment  plant. 
Until  then,  it  will  send  its  uranium  to 
Europe  to  be  enriched  by  a  British- 
Dutch-German  company  called  Uren- 
co.  The  deal,  worth  S400  million,  will 
be  the  company's  biggest. 

Urenco  is  the  smallest  of  the  three 
non-U. S.  enrichment  sources  that  now 
exist.  The  others  are  a  French-led  con- 
sortium and  the  Russian  government. 
Like   the   U.S.    Energy   Research  & 


mand  for  uranium— perhaps  by  as 
much  as  402.  No  one  knows  how 
much  uranium  there  is  in  the  world, 
but  the  U.S.  may  have  one-third  of 
total  reserves.  The  major  U.S.  sup- 
pliers are  Kerr-McGee,  Arco's  Ana- 
conda and  GE's  Utah  International. 

Carter  is  in  effect  asking  the  rest  of 
the  world  to  use  nuclear  plants  well 
below  optimum  efficiency— with  the 
U.S.  offering  in  return  the  promise 
of  a  ready  supply  of  reactor  fuel. 
While  that  could  replace  nuclear 
plant  exports  with  nuclear  fuel  ex- 
ports, it  isn't  likely  to  happen.  Raw 
uranium  can't  simply  be  dumped  into 
a  reactor.  Milled  ore— called  yellow- 
cake— must  be  enriched.  This  is  a  com- 
plex, highly  expensive  industrial  pro- 
cess. The  U.S.  government  now  owns 
three  enrichment  plants,  which  are 
operated  by  Goodyear,  National  Lead 
and  Union  Carbide.  Because  of  com- 
mitments already  made  to  foreign 
customers— at  generous  terms  to  in- 
sure U.S.  control  over  technology— 
these  facilities  run  inefficiently  and 
at  capacity. 

Building  more  enrichment  plants 
would  solve  that  supply  problem 
and  expand  the  U.S.  ability  to  handle 
export  orders.  In  his  energy  message 
last  month,  President  Carter  proposed 
a  50%  increase  in  the  government's  en- 
richment—at a  cost  of  $4.1  billion. 

Already,  however,  there  are  signs 
that  consumer  nations  see  depen- 
dence on  U.S.  uranium,  with  strings 
on  how  it  can  be  used,  as  little  better 
than  dependence  on  Arab  oil.  Many 
countries  view  nuclear  energy  as  their 
only  route  to  energy  independence. 
For  those  without  large  reserves  of 
uranium,  that  will  come  only  with  the 
breeder.  If  U.S.  firms  cannot  supply 
that  technology,  competitors  will. 
That's  unfortunate,  but  it's  the  way 
things  are.  ■ 


Development  Administration,  these 
enrichers  take  uranium  bought  by 
their  customers— mostly  utilities— pro- 
cess it  and  ship  it  back. 

Uranium  enrichment  is  the  sep- 
aration of  natural  uranium  into  its  two 
components,  U235  and  U238.  For 
most  power  stations  the  U235  isotope 
is  concentrated  from  0.7%  in  natural 
uranium  to  about  3%  by  removing  the 
U238  with  which  it  is  linked.  Enrich- 
ment is  a  "sensitive"  technology  be- 
cause it  is  necessary  for  producing 
weapons-grade  uranium,  which  is 
more  than  90%  U235. 

During  and  after  World  War  II, 
the  U.S.  built  big  enrichment  plants 
at  Portsmouth,  Ohio,  Paducah,  Ky. 
and  Oak  Ridge,  Tenn.  to  produce 
weapons-grade  uranium.  Until  the 
early  Seventies  these  plants  provided 


A  Captive  Market  Escapes 


Europeans  believe  the  U.S.  government  has  used  its 
monopoly  on  enriched  uranium  to  enrich  itself.  Now 
they  are  determined  to  turn  the  tables. 
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We  spent  9  years  building 
a  H.6  billion  company. 
Now  we'd  like  to  spend 

2  minutes  talking  about  it. 


For  those  of  you  who 
on't  know  us,  our  name 


Mm 


To  help  each  of  our 
manufacturing  corn- 


is 

Since  our  founding  in 
1968,  we've  grown  to 
$  1 .6  billion  in  sales.  Last 
year,  our  return  on  sales 
was  7.5%  and  on  stock- 
holder equity  18.6%.  (The 
median  return  on  equity 
in  Forbes'  latest  "Report 
on  American  Industry" 
was  12.9%.)  Look  how 
we've  grown: 

NORTHWEST  INDUSTRIES  12^ 
NET  EARNINGS  FROM  101  iH 

CONTINUING  OPERATIONS  HBH 
in  millions  of  dollars         32  j  ^|^| 

57  ill 

51 

39  -|I 


We  have  concen- 
trated on  building  a  solid 
foundation  in  basic  indus- 
tries. By  building  and 
acquiring  companies  that 
make  products  that  peo- 
ple need  and  will  buy— in 
bad  times  as  well  as  good. 
That's  one  reason  we've 
come  through  the  last 
two  recessions  with 
record  profits. 

Acquisition  Policy 

And  to  help  assure 
that  we  acquire  only  the 
companies  that  are  right 
for  us,  we  have  formu- 
lated a  set  of  rules  to 


guide  our  policy.  For 
example,  in  order  to 
interest  us,  a  company 
has  to  have  a  strong 
record  of  earnings  and 
growth,  a  leadership 
position  in  its  industry, 
and  a  return  on  total 
capital  in  excess  of  1 2% 
after  taxes. 

With  such  standards, 
it's  easy  to  see  why 
we've  made  only  three 
major  acquisitions  since 
1968.  But  being  selec- 
tive hasn't  slowed  our 
growth.  In  fact,  our  earn- 
ings per  share  have  com- 
pounded at  26.7%  per 
year  since  1968;  exclud- 
ing  acquisitions,  they've 
grown  at  23.3%. 


Another  thing  we've 
insisted  on  is  sound  man- 
agement. Each  of  our 
companies  is  headed  by  a 
chief  executive  who  has 
maximum  control  over 
his  company's  day-to- 
day operations. 

And  if  he  requires  a 
major  investment  to 
expand  or  modernize 
production  facilities,  the 
money  is  available  (if  the 
projected  return  meets 
our  criteria).  In  the  last  2 
years  we  invested  $200 
million  for  just  that  pur- 
pose. (Funded  almost 
entirely  from  our  own 
cash.) 


panies  duiio  sona  proms, 
we're  committed  to  verti- 
cal integration.  Most  of 
our  companies  control 
more  steps  of  the  manu- 
facturing process  than 
their  competitors.  Result: 
fewer  middlemen,  greater 
efficiencies,  and  more 
profits . . .  our  aftertax 
return  on  total  capital, 
including  debt  and  capi- 
talized leases,  rose 
to  13.1%  in  1976. 

Earnings  Growth 

The  leadership  posi- 
tion of  most  of  our  com- 
panies helps  explain  why 
our  earnings  per  share 
have  grown  from  $1 .06  in 
1968  to  $7.06  in  1976. 
And  why  we  expect  1977 
to  mark  our  8th  consecu- 
tive year  of  higher  sales, 
earnings  and  earnings 
per  share. 

Now  that  you  know  a 
little  about  us,  we  hope 
you'll  want  to  find  out 
more.  For  our  annual 
report  or  our  SEC  Form 
10-K,  write  us  at 
6300  Sears  Tower, 
Chicago,  IL  60606. 
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all  the  Western  World's  power-sta- 
tion enrichment.  Britain,  France  and 
Russia  had  built  high-enrichment 
weapons  plants  too,  but  only  Russia 
had  sizable  capacity  to  put  to  com- 
mercial use. 

Then,  as  now,  the  U.S.  government 
was  trying  to  keep  a  sensitive  tech- 
nology under  its  own  control.  But  Eu- 
ropeans believe  it  was  also  eager  to 
keep  lucrative  enrichment  contracts 
at  home.  So  hungry  was  the  U.S.  for 
enrichment  business  and  so  muddled 
was  the  planning  that  the  Atomic- 
Energy  Commission  bit  off  more  than 
it  could  chew.  In  1974  its  successor, 
ERDA,  told  world  customers  that  its 
enrichment  capacity  was  all  booked 
up,  with  no  major  expansion  under 
way.  "It  was  hard  to  know  what 
demand  would  be,"  explains  ERDA 
spokesman  Ben  McCarty.  Enter  the 
Russians,  who  offered  the  same  gov- 
ernment-subsidized prices  as  the  U.S. 
and  were  reliable  to  boot.  Europe, 
too,  got  a  foot  in  the  door. 

Many  West  European  countries 
had  been  doing  enrichment  research 
since  the  war  and  sought  to  end  their 
dependence  on  the  U.S.  for  this  cru- 
cial process— and  to  make  some  mon- 
ey on  it.  In  1971,  Britain,  Holland 
and  Germany  pooled  their  govern- 
ment-developed technology  and  joined 
to  form  Urenco.  Major  shareholders 
are  Nukem,  a  major  German  nuclear 
fuel  fabricator  (itself  a  joint  venture 
of  Britain's  Rio  Tinto-Zinc,  the  Ger- 
man chemical  company  DEGUSSA 
and  the  German  utility  RWE);  Gel- 
senberg  and  Hoechst,  the  German 
chemical  firms;  the  U.K.  Atomic  En- 
ergy Authority,  and  the  Dutch  nu- 
clear agency,  Staat  der  Nederlanden 
Reactor  Centrum  Nederland.  Centec, 
Urenco's  sister  consortium  (not  in- 
volved in  the  Brazil  contracts),  was 
set  up  to  sell  enrichment  plants  and 
technology— something  U.S.  compa- 
nies, though  long  involved  in  enrich- 
ment research  and  development,  are 
not  allowed  to  do. 

In  1972  the  French,  miffed  at  being 
excluded  from  Urenco,  set  up  a  rival 
consortium,  Eurodif,  joined  by  Spain, 
Belgium,  Italy  and  Iran,  with  almost 
all  the  money  and  expertise  coming 
from  the  governments. 

The  U.S.,  Russia  and  Eurodif  com- 
mitted themselves  to  a  tried-and-true 
but  cumbersome  enrichment  process 
called  diffusion:  Uranium  hexafluor- 
ide  gas  is  passed  through  thousands 
of  fine  filters  to  separate  the  U235 
from  the  U238.  Diffusion  is  so  en- 
ergy-intensive that  each  plant  requires 
its  own  power  station. 

The  British,  Dutch  and  Germans 
placed  their  bets  on  a  newer  centri- 
fuge technology:  The  gas  is  spun  at 
high  speed,  causing  the  heavier  U238 


-to  move  to  the  outside.  Construction 
and  operating  costs  are  marginally 
higher  than  diffusion,  but  the  centri- 
fuge process  takes  one-tenth  of  the  en- 
ergy. If  Urenco  requires  capacity  in  a 
hurry,  it  can  add  on  units  rather  than 
build  a  new  plant.  Lead  time' for  a 
diffusion  plant  is  at  least  eight  years; 
with  a  centrifuge  plant,  however,  it's 
more  like  four. 

After  15  years  of  tests,  the  U.S.  has 
finally  become  convinced  of  the  su- 
periority of  the  centrifuge.  Last 
month,  President  Carter  said  he  would 
seek  binding  for  four  big  centrifuge 
plants.  An  Oak  Ridge  pilot  plant 
started  operation  last  year.  (The 
newest  American  technology,  based 
on  lasers  and  under  development  by 
Exxon  and  Avco— as  well  as  ERDA— is 
cheaper  yet,  but  still  decades  away 
from  the  market. ) 

Enrichment  is  an  expensive  busi- 
ness. Britain,  Germany  and  Holland 
have  already  invested  almost  $1  bil- 


lion in  Urenco's  centrifuge.  While 
ERDA  and  the  Russians  are  still  sell- 
ing enrichment  at  what  the  Europeans 
consider  a  noncommercial  price  of  $69 
a  kilogram,  Urenco  and  Eurodif— 
which  at  first  did  the  same  to  pick  up 
contracts— are  now  charging  a  profit- 
producing  price  of  over  $100. 

Why  would  anybody  pay  that  pre- 
mium? ERDA  is  booked  up  for  a  long 
time  to  come.  And,  so  far,  85%  to  90? 
of  Urenco's  and  Eurodif s  contracts 
have  been  with  customers  in  their  own 
participating  countries,  where  they 
have  the  biggest  market  shares  for 
early  Eighties  deliveries.  But  there  is 
more  to  it  than  that. 

Wilfred  Rooke,  general  manager 
of  Urenco,  puts  it  diplomatically: 
"Customers  are  concerned  with  hav- 
ing a  diversity  of  supply  and  are  re- 
luctant to  put  themselves  in  the  hands 
of  a  monopoly  supplier  because  the 
failure  of  that  supply  would  be  a  ca- 
tastrophe. No  one  is  suggesting  a  ma- 
licious default,  but  you  just  can't  con- 
template the  size  of  the  penalty  in  a 
default."  The  cost  of  shutting  down 


a  utility's  reactor  is  over  $400,000  a 
day.  Another  British  expert  was  more 
blunt:  "Europeans  are  asking  'Can  we 
really  trust  the  Americans?"  "  Recent 
holdups  of  highly  enriched  uranium 
for  European  research  reactors,  a  re- 
sult of  Carter's  export  review,  have 
deepened  the  distrust. 

As  recently  as  a  year  ago,  the  world 
nuclear  industry  was  fretting  over  a 
possible  enrichment  capacity  short- 
age. Now,  with  all  the  nuclear  de-  1 
lays,  says  Rooke,  "There  is  no  mon- 
ey,  no  demand,  no  market."  Still,  if 
Carter  succeeds  in  stopping  U.S.  plu- 
tonium  use,  the  enrichment  industry 
will  benefit  as  more  natural  uranium 
is  used.  By  1990,  world  enrichment 
will  be  a  $6.5-billion  market  at  cur- 
rent prices,  industry  experts  predict, 
and  less  than  40%  of  the  West's  prob- 
able 1990  requirements  are  contract- 
ed for. 

How  will  this  market  be  carved  up? 
In  contracts  now  on  the  books,  the 
U.S.  is  still  far  ahead.  ERDA,  with 
several  times  the  near-term  capac- 
ity of  Urenco  and  Eurodif  together 
does  $750  million  a  year  worth  of 
business  at  its  traditional  prices,  ] 
which  are  still  very  low. 

But  the  Europeans  were  moving 
while  ERDA  slept.  Eurodif  has  two 
good-sized  plants  under  construction 
and  has  committed  all  its  capacity  to 
1990,  with  total  contracts  worth 
about  $11  billion.  Urenco,  with  two 
small  plants  in  England  and  Holland 
and  only  $3  billion  in  contracts  now, 
may  well  have  caught  up  with  Euro- 
dif by  the  late  Eighties.  Two  plants 
are  now  being  built  and  may  be  ex- 
panded later.  Urenco  is  still  open 
for  orders. 

Now  Carter  is  offering  expanded 
uranium-enrichment  capacity  to  dis- 
suade other  countries  from  plutonium 
use  and,  for  that  matter,  from  doing 
their  own  enrichment.  But  the  four 
new  centrifuge  plants  will  take  10 
years  to  complete.  And  with  new 
plants  to  pay  for,  European  enrich- 
ers  predict,  ERDA  will  lose  its  price 
advantage— will  have  to  begin  charg- 
ing the  same  price  for  enrichment  as 
everyone  else. 

Urenco's  Rooke  emphasizes  that 
the  Europeans  look  upon  enrichment 
as  a  business  from  which  they  mean 
to  profit.  "Provision  of  additional  U.S. 
enrichment  will  certainly  not  deter 
people  from  going  ahead  with  their 
own  projects,"  he  says.  "I  don't  be- 
lieve Europe  is  looking  for  a  return 
to  a  U.S.  monopoly." 

If  the  U.S.  is  going  to  exercise  nu- 
clear clout  through  the  marketplace, 
it  will  have  to  do  so  through  its  big 
natural  uranium  deposits.  Its  once-  ; 
captive  enrichment  market  has  al- 
ready escaped.  ■ 


94 


FORBES,  MAY  15,  1977 


10  great  years  of  growth 


It's  been  a  remarkable  first  decade  for  Keene. 
On  a  14-fold  increase  in  sales,  we  managed  Keene 
to  a  29-time  increase  in  net  income  and  a  12-fold 
increase  in  earnings  per  share,  while  increasing 
dividends  each  year  for  the  last  five. 

We  adjusted  Keene's  management  strategies  to 
changes  in  the  economic  climate.  We  first  used  the 
plentiful  money  and  credit  of  the  late  60s  to  build  a 
solid  multi-divisional  base.  We  used  the  early  70s  to 
consolidate,  upgrade  facilities,  and  improve  man- 
agement to  build  for  long-term  profitability.  In  the 
mid-70's  we  substantially  reduced  debt  and 


strengthened  our  balance  sheet. 

We  completed  our  10th  year  with  a  record  per- 
formance. Net  income  up  26%  over  1975  to  $5.2 
million,  and  earnings  per  share  up  31%  from  $1.08 
to  $1.41. 

As  we  start  our  second  decade,  our  efforts  are 
being  concentrated  on  increasing  profitable  sales 
and  market  share  for  bearings,  filtration,  laminates, 
and  lighting  fixtures.  At  the  same  time,  we  are  main- 
taining profitable  performance  in  our  other  indus- 
trial and  building  products. 

Send  for  our  1976  Annual  Report  Were  confi- 
dent you'll  like  what  you  see 


KEENE 


Where  Others  Fear  To  Tread 


Why  is  this  private  company  taking  a  gamble  that  its 
competitors  shun?  Because  the  Landegger  brothers 
have  nerve  and  because  they  answer  only  to  themselves. 


Bridging  Two  Cultures:  Landegger, 
P&W's  chairman,  returning  from  a 
1971  South  American  archeology  dig. 


"There  are  relatively  few  of  us  left 
in  the  world,"  laments  the  barrel- 
chested  chairman  looking  down  from 
his  window  at  the  concrete  canyon  of 
Park  Avenue.  Carl  C.  Landegger 
stands  at  the  pinnacle  of  Parsons  & 
Whittemore  Inc.'s  global  pulp-and- 
paper  empire.  "My  brother  and  my- 
self are  the  exceptions  in  a  world  of 
publicly  owned  corporations." 

This  perhaps  explains  the  $285-mil- 
lion  pulp  plant  that  Parsons  &  Whitte- 
more is  putting  up  in  Claiborne,  Ala. 
The  plant  represents  a  bold  gamble 
—one  that  a  publicly  owned  company 
might  shrink  from  making.  The  new 
mill  has  no  timber  base;  unlike  Scott 
Paper,  International  Paper,  Weyer- 
haeuser and  other  pulpmakers  who 
own  their  own  forests,  P&W  will  have 
to  buy  from  private  owners  the  logs 
it  needs  to  make  pulp.  And  where  will 
P&W  sell  the  pulp  when  the  mill  is 
finished  two  years  from  now?  By  most 
forecasts,  the  U.S.  demand  for  paper 
products  won't  grow  much. 

Yet  P&W  managed  to  finance  80? 
of  the  cost  with  a  $227.5-million,  22% 
year  loan  from  a  consortium  of  insur- 
ance companies.  The  balance  came 
from  the  family's  own  funds.  The 
brothers  Landegger,  Carl  and  George, 
inherited  a  paper-and-pulp  empire 
from  their  father,  Karl  F.  They  control 
over  a  half-billion  dollars,  have  no  one 
to  answer  to  for  mistakes  or  to  benefit 
from  successes  except  themselves. 

Timber?  There  are  1.8  million  small- 
wood  owners  in  the  South— a  number 
of  whom  are  within  60  miles  of  the 
new  mill  and  are  under  long-term  mar- 
ket price  contracts  to  it. 

Markets?  The  brothers  believe  the 
forecasts  are  wrong  and  that  within  a 
few  years  the  paper  industry  will  ex- 
perience a  tightening  in  supply  and  a 
clamoring  demand  for  pulp. 

Until  the  death  of  founder  Karl  F. 
Landegger  in  1976,  P&W  was  a  one- 
man  show,  the  largest  builder  of  turn- 
key pulp-and-paper  mills  on  the  globe 
(60  at  last  count).  Its  forte  is  ar- 
ranging financing  for  Third  World 
countries,  building  their  mills  and 
guaranteeing  a  certain  level  of  pro- 


duction. Currently  it  is  building  eight 
mills  in  the  U.S.S.R.,  three  in  Algeria 
and  another  one  in  Nigeria.  The  to- 
tal worth  of  all  these  contracts  is 
about  ^600  million. 

Its  Canadian  operation  also  sells 
market  pulp  (600,000  tons  last  year 
in  the  U.S.  and  Europe).  That's 
Carl's  bailiwick  now.  Carl  had  been 
president  of  P&W's  largest  subsidiary, 
Black  Clawson  ($85  million  in  sales), 
a  maker  of  paper  machines  and  oth- 
er diversified  pulp-and-paper-relat- 
ed  equipment.  With  his  father's  death, 
Carl  moved  into  the  patriarch's  seat. 
His  first  act  was  to  invite  his  younger 
brother  George,  40,  back  into  the  fam- 
ily business.  George,  a  strong-minded 
man,  apparently  rarely  saw  eye-to-eye 
with  his  father. 

The  two  brothers  quickly  struck  a 
deal.  "In  20  minutes,  at  my  brother's 
home  outside  Rome  last  year,  we  di- 
vided the  company  in  half,"  says  the 
soft-spoken  Carl.  "My  brother  is 
president  over  our  projects  division, 
the  European  and  international  mills, 
I  am  chairman  of  Black  Clawson  and 
North  American  operations." 

As  Carl  Landegger  sees  it,  the  Ala- 
bama project  reflects  "a  shift  in  em- 
phasis" in  world  wood  markets. 
Thanks  to  political  instability,  high- 
er international  wages  and  shrinking 
forest  reserves  elsewhere,  the  southern 
U.S.  will  be  the  chief  supplier  of  pulp 
to  the  world's  paper  factories  for  the 
next  decade.  (For  example,  Scandi- 
navian prices  are  currently  50%  to  60% 
higher  than  U.S.  prices,  according  to 
Landegger. )  All  of  which  emboldened 
the  Landeggers  to  break  the  industry 
commandment:  Thou  shalt  not  build 
mills  profits  without  wood  reserves. 

Says  Landegger:  "There  is  a  2.7 
growth  ratio  within  60  miles  of  our 
mill  in  excess  of  the  annual  cut.  We 
don't  own  it,  but  we  are  the  nearest 
point  of  usage,  so  there's  nowhere 
else  that  wood  is  going  to  go." 

A  second  factor,  according  to  the 
chairman,  is  that  for  the  first  time  in 
25  years  southern  corporate  planta- 
tions, such  as  those  owned  by  Union 
Camp,  St.  Regis  Paper  and  Intema- 
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Through  a  granite  mountain,  new  1-91  is  carved... 
miles  from  the  nearest  equipment  repair  center. 
A  report  from  Ingersoll-Rand. 


Near  Barnet,  Vermont,  new  1-91 
was  literallycarvedoutofagranite 
mountainside.  Over  1.6  million 
yards  of  rock  had  to  be  blasted— 
with  blastholes  drilled  as  deep  as 
100  feet— on  aschedulethatmade 
equipment  reliability  a  must. 

Ingersoll-Rand  helped  meet 
that  challenge.  Our  rugged  com- 
pressors quietly  supplied  air  power 
to  16  hard-working  l-R  rock  drills. 
These  5-  and  3V2-inch  drills  cut 
through  granite  laced  with  ex- 
tremely hard,  diagonal  seams  that 
constantly  threatened  to  deflect 
or  damage  equipment. 

Yet  the  project  moved  ahead 
on  schedule— and  with  minimum 
commotion.  Travelers  on  nearby 
U.S.  5  could  barely  hear  the  quiet 
l-R  compressors  parked  there. 
Completion  of  this  final  1.7  miles 
opens  up  an  inviting  new  way  to 
enjoy  Vermont's  beautiful  scenery. 

Meeting  other  challenges 

In  over  100  countries,  Ingersoll- 
Rand  machinery  is  working  to 
benefit  people.  We're  one  of  the 
largest  suppliers  of  industrial 
machinery  and  equipment,  with 
1976  sales  of  about  $1.9  billion. 
Our  innovative  technology  and 
in-service  reliability — proven  on 
hundreds  of  difficult  projects- 
help  us  maintain  a  leadership 
position. 

Write  forour  Annual  Reportor 
product  literature.  Ingersoll-Rand, 
Dept.  770,  Woodcliff  Lake,  NJ 
07675. 


IngersoB!"  Reared 


THE  MOLITOR'SERIES 

A  ball  so  precise  that  each  has  its  own  registered  number. 


To  maximize  every  distance  and  control 
stroke  of  your  game,  you  must  play  the  world's 
most  precise  ball.  Molitor. 

The  Molitor  Series  is  created  under  the  most 
rigidly  controlled  specifications,  and  highest 
quality  production  process,  ever  devised.  A 
selected  set  of  core  and  cover  molds  creates 
the  smallest,  heaviest,  highest  initial  velocity 
ball  allowed  by  USGA  rules.  It  is  also  the  ball 
closest  to  a  perfect  sphere.  And  no  ball  is  more 
durable.  For  these  reasons,  each  Molitor 
receives  its  own  registered 

The  Molitor  Series.  .    _ . 
The  world's  most  pre- 
cise  ball.  Twenty-four 
dollars  per  dozen. 

Sold  through  goll  professional  shops  ^t^te 

'    ■   ^  ME- 
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tional  Paper,  are  beginning  to  coml 
in,  and  private  wood  dealers  are  af rail 
their  market  will  dry  up.  "That's  thl 
reason  we  were  able  to  lock  up  lonjl 
term  contracts  from  five  to  ten  yeaif 
for  600,000  cords  a  year  from  thenl 
Over  that  there  are  1,700,000  corcl 
a  year  in  excess,"  explains  Landeggel 

As  for  competition  and  marketl 
he  doesn't  see  any  problems.  "Wl 
have  a  special  mix.  With  Alabamf 
we'll  produce  about  a  million  tons  I 
market  pulp  a  year  and  by  basic  pel 
icy  we  only  sell  long-term  in  contral 
to  other  producers.  Also,"  says  Lail 
degger,  "our  primary  market  is  ove| 
seas,  which  is  of  minor  importance 
other  U.S.  corporations." 

Landegger  could  get  80%  in  dell 
leverage  to  finance  his  mill  largely  b| 
cause  of  presold  contracts  to  Jape 
(80,000),  Europe  (170,000  tons)  arl 
the  U.S.  (42,000  tons)  all  on  Ion 
term  with  corporations  whose  balanil 
sheets  satisfied  his  investors.  P&Vvl 
long-term  debt  is  now  up  to  over  $3(1 
million,  but  it  is  covered  at  least  twil 
over  by  assets.  "I  never  borrow  witl 
out  a  2-to-l  coverage  on  that  debi| 
he  claims. 

Industry  Quarrel 

The  pulp  and  paper  industry  di 
putes  his  predictions  of  future  shoi 
ages.  It  cites  large  international  sij 
plus  inventories,  new  production  t 
stream  in  Brazil  and  a  balanced  pe 
formance  (production  divided  by  Q 
pacity)  rate.  But  Landegger  argu 
that  pulp  and  paper  usage  traditio 
ally  increases  at  a  4.7%  rate.  The  ge 
erally  accepted  figure  is  3.5%  to  a  lc 
of  2.5%.  Even  at  the  lower  rate, 
claims  there  won't  be  enough  supr. 
by  1978.  His  evidence:  too  few  mi 
under  construction  in  the  next  fJ 
years  to  fill  demand;  low  customer  : 
ventories,  at  five  to  seven  days  pr 
ently,  versus  the  traditional  five  to 
weeks.  Finally,  the  performance  r: 
is  approaching  full  capacity,  9 
to  95%. 

Landegger  gets  some  support  fro 
Norma  Pace,  chief  economist  for  tt 
American  Paper  Institute.  Pace  see.' 
"collision  course"  between  a  full-e 
ployment  President  Carter  econoi 
and  paper  demand  by  1980-81.  "T 
kind  of  scenario  that  could  produce 
tightness  has  more  than  a  50%  char 
of  happening,"  she  warns. 

So  the  new  mill  is  a  gamble, 
one  public  corporate  chief  confided 
Landegger,  "I  would  have  a  board 
directors  asking  me  to  justify  all  1 
cash  flow  to  that  mill  if  there  wen 
problem.  None  of  us  could  do  th 
We  would  be  fired."  But  it  was  ga 
bles  like  this  that  made  the  origi 
Landegger  fortune  in  the  first  place 
(See  box,  p.  10: 
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Fiberglas  has  helped  lighten 
Indy  racers  by  8  precious  pounds.  How  much  fat 
would  it  trim  from  your  product? 


The  first  cars  to  blast  around  Indy, 
in  1911,  had  bodies  of  steel.  Later, 
racers  lightened  up  with  aluminum. 

In  the  50's,  Fiberglas*  took  over. 
It's  stronger,  pound  for  pound,  than 
steel.  Yet  15  percent  lighter  than 
aluminum.  It's  also  less  expensive  to 
sculpt  into  the  exotic  swoops  and 
scoops  of  today's  200-mph  machines. 


Fiberglas  reinforcement,  added  to 
plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  truck  front  ends 
and  jet  aircraft  interiors  benefit  from 
the  same  lightness  that  improved 
Indy  racers.  Other  products  like 
chemical  storage  tanks  and  power 


tool  housings  are  better  becau; 
they're  stronger,  more  resistant  i 
corrosion,  more  moldable,  moi 
durable,  or  less  expensive. 

Would  a  Fiberglas  materials  s1 
tern  make  your  product  better?  We 
help  you  find  out.  Write:  I.  Y.  Meel 
Owens-Corning  Fiberglas  Cor] 
Fiberglas  Tower,  Toledo,  Ohio  4365 


\M.  Reg.  O.  C.F.  for  reinforcements  for  plastics. 


Owens-Corning  is  Fiberglas 


OWENS,  CORNING:, 


15,1 


1USTERINI  &  BROOKS  Founded  1 


In  a  world  full 
of  synthetic  everything, 
we Ve  kept 
one  thing  natural. 


■ 


Rare  scotch. 


'  '  "'    »ODUCT  OF  SCOTLAND  K"0" 


RARE 
SCOTCH 


86  Proof  Blended  Scotch  Whisky  £  1977  Pnddington  Corp.,  N.Y. 


Looking  For  A 
Little  Elbow  Room 

Sometimes  Carl  Landegger  feels 
trapped  in  the  rarified  atmo- 
sphere in  his  chairman's  suite  on 
the  23rd  floor  of  New  York's  Pan 
Am  Building.  He  gets  some  re- 
lief from  the  almost  800  hours  he 
clocks  on  his  private  jet  flying 
from  one  mill  to  the  next,  but  he 
really  lives  for  that  one  month 
a  year  when  he  walks  a  thin  line 
between  life  and  death. 

Landegger,  46,  has  hacked 
and  sweated  his  way  through 
some  of  the  most  inhospitable 
terrain  on  God's  earth.  Credited 
with  the  discovery  of  a  number 
of  pre-Columbian  cities  and  a 
forgotten  lake  in  the  Chacha- 
poyas  area  of  Peru  and  the  ear- 
liest wreck  in  the  New  World 
(a  16th-century  galleon  in  the 
Bermudas),  he  has  also  traveled 
the  Amazon  twice. 

"I  like  it  because  you  cannot 
be  reached.  You  don't  shave. 
You  sharpen  your  machete  and 
remember  the  important  things 
in  life— how  far  to  the  next  drink- 
ing place?  Did  I  buy  enough 
rice  or  will  I  go  hungry  for  three 
days?  You  find  you  can  only 
walk  six  hours  and  physically 
no  further,"  he  explained. 

Although  he  discounts  the 
danger,  on  his  last  trip  to  the 
Amazon,  he  trekked  through 
snake-infested  jungle  that  would 
make  Tarzan  shudder.  "I  was 
warned  that  I  couldn't  go  fur- 
ther because  there  were  vicious 
tribes  that  had  just  murdered  a 
couple  of  American  mission- 
aries," recalls  the  explorer. 

Landegger  went  anyway  and 
encountered  the  same  tribe,  but 
came  out  with  nary  a  hair  of  his 
sandy-blond  shock  out  of  place. 
His  trips  are  not  family  affairs, 
and  he  leaves  his  wife  and  five 
children  at  home  in  Bronxville, 
N.Y.  while  he  pokes  about  ruins. 
"I've  never  gone  alone,  though," 
Landegger  explains,  "because  if 
you  break  a  leg  or  get  bitten  by 
a  snake,  it  could  mean  trouble." 

How  much  is  he  worth?  "Let's 
say  over  $100,000,"  he  volun- 
teers, his  steel-blue  eyes  twin- 
kling. "I  don't  pay  myself  a  sal- 
ary, so  I  can't  tell  you  how 
much  I  make  either.  I  just  call 
my  financial  guy  in  when  I  need 
money." 

Is  it  any  wonder  that  the  last 
thing  in  the  world  Landegger 
considers  is  to  go  public? 
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Beatrice  Reflects  on  25  Sterling  Years 


Sales 

$5.3  Billion:  up  10% 

Earnings 

$182  Million:  up  15% 

Earnings  per  share: 
$2.12:  up  14% 

All  figures  are  estimated. 


RECORD  SALES:  5  3 

$5.3  BILLION 
UP  10% 


72      73      74      75      76  77 

RECORD  NET  EARNINGS: 
$182  MILLION  182 
UP  15% 

158.3 

146.0 

133.0 

112.7  mm 

101.1 


72      73      74       75      76  77 


Fiscal  1977  was  a  silver  anniversary  year  of  growth  for  Beatrice  Foods. 
For  the  25th  consecutive  year,  increases  were  achieved  in  sales,  net 
earnings  and  earnings  per  share  of  common  stock.  All  time  highs  were 
recorded  in  virtually  every  phase  of  operations. 

Gains  in  the  fiscal  year  ended  Feb.  28,  1977,  reflect  the  company's 
predominating  emphasis  upon  internal  growth.  Last  year,  internal 
growth  accounted  for  about  $430  million,  or  90  per  cent  of  the  total 
increase  in  sales. 

With  all  divisions  continuing  to  be  profitable,  Beatrice  Foods  began 
the  new  fiscal  year  in  the  best  financial  condition  in  its  history.  It  has  no 
short-term  domestic  debt  and  strong  cash  resources  despite  record 
expenditures  last  year  for  capital  improvements  to  meet  growing  de- 
mands for  its  products  and  services. 

This  financial  strength  was  reflected  by  increases  in  the  annual 
dividend  rate  on  July  1,  1976,  and  April  1,  1977.  In  that  nine  month 
period,  the  annual  dividend  rate  was  increased  26.3  percent  to  96  cents 
per  common  share  from  76  cents. 

Beatrice's  record  last  year,  and  in  the  preceding  years,  attests  to  the 
abilities  of  the  74,000  employees  of  the  company  in  the  United  States 
and  27  other  nations  around  the  world.  As  the  result  of  their  dedication 
and  industry  and  their  countless  contributions,  the  company  is  firmly 
established  on  strong  foundations  for  continuing  progress. 


RECORD  EARNINGS 

PER  SHARE:  $2.12  9  ,9 

UP  14%  .  „  1.86 


1.21 


1.35 


.57 
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For  a  copy  of  the  79th  Annual 
Report  please  write  to: 
Public  Relations  Department 
Beatrice  Foods  Co. 
120  South  La  Salle  Street 
Chicago,  Illinois  60603 


Beatrice  Foods 


How  the  great  growth  markets 
of  the 1970s  helped  Stauffer 
become  a  billion  dollar  busines 


You  expect  great  things 
from  a  company  like 
Stauffer,  and  when  you  look 
at  our  financial  results  you 
know  you're  getting  them. 

1976  was  the  fifth  con- 
secutive year  of  record 
sales  and  earnings.  In  1976 
sales  climbed  over  the  bil- 
lion dollar  mark  for  the  first 
time.  Earnings  reached 
$113  million  or  $5.20  per 
share.  Dividends  were  up 
20  percent  to  an  all-time 
high  annual  rate  of  $1.44  per 
share  and  return  on  stock- 
holders' equity  stood  at  a 
robust  20.4  percent. 


Net  Sales 
Millions  of  Dollars 


$1.100 


1972       1973       1974       1975  1976 


Net  Earnings 
Millions  ot  Dollars 


S113.0 


$98.7 


$77.7 


$46.4 


S33.5 
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Even  more  importantly, 
over  the  five  year  period 
from  the  end 
of  1971  to  the 
end  of  1976, 
company 
sales  have 
more  than 
doubled 
while  com- 
pany earn- 
ings have  more  than  qua- 
drupled. 

Indeed  the  last  five  years 
have  been  years  of  land- 
mark accomplishments  for 
Stauffer  in  spite  of  some 
rough  spots  in  the  national 
economy. 

But  to  get  a  behind-the- 
figures  picture  of  Stauffer 
you  need  to  look  at  the  mar- 
kets we  serve.  Markets  like 


agriculture;  food  systems 
transportation;  building 
construction  and  furnish 
ings;  petroleum  product! 
and  refining;  laundry  anc 
drycleaninc 
systems 
water  treat 
ment;  pack 
aging  anc 
containers 
textiles;  con 
sumer  goods 
and  others. 
Stauffer  is  helping  mar 
kets  like  these  grow  — anc 
we're  growing  withthem 
Get  the  full  story  on  where 
we've  grown  and  where 
we're  growing.  Write  foi 
copies  of  our  Annual  Re- 
port and  Markets  Repor 
today.  Stauffer  Chemica 
Company,  Dept.  r^7  ~^T~ 
B,  Westport,  CT  Gutter 
06880. 


Take  Back  Your  Mink . . . 


In  a  democracy,  the  worst  thing  that  can  happen  to  a  luxury  product 
is  that  it  becomes  too  democratized.  Losing  its  cachet  nearly  killed 
the  fur  business — which  has  been  making  a  comeback  after  30  years. 


These  are  good  times  at  Traders  Cafe, 
the  Seventh  Avenue  Manhattan  res- 
taurant that  serves  as  a  gathering 
place  for  furriers.  Though  the  neigh- 
borhood is  grimy,  Traders'  wood  pan- 
elling and  linen  napkins  betray  a  cer- 
tain prosperity  for  what  is  left  of  the 
once-busding  fur  business.  Just 
around  the  corner— at  Hudson's  Bay 
Fur  Co.— fine  female  mink  pelts 
brought  up  to  $42  a  skin  at  auction 
in  January,  20%  higher  than  a  year 
ago.  That  means  the  mink  coats  in  the 
window  of  Bonwit  Teller  and  Neiman 
Marcus  after  August  will  carry  price 
tags  of  $7,000  to  $15,000,  as  much  as 
15%  more  than  last  year. 

Traders  Cafe  patrons  are  all  self- 
anointed  experts,  even  philosophers. 
They  have  to  be— they  are  the  sur- 
vivors of  an  industry  that  has  seen 
nearly  30  years  of  recession.  In  1943, 
$521  million  worth  of  fur  was  sold  at 
retail  in  the  U.S.;  almost  three  decades 


later  volume  was  down  to  $279  mil- 
lion. During  the  bad  times,  there  was 
plenty  of  talk  at  Traders  about  why 
business  was  so  bad.  During  the  late 
Forties  the  talk  was  that  the  newly 
settled  suburbanites  were  buying 
homes  and  cars,  not  minks.  By  the 
Fifties  the  blame  had  shifted  to  the 
flood  of  poorer-quality  Scandinavian 
pelts  with  correspondingly  lower 
profit  margins.  As  desperation  in- 
creased in  the  Sixties,  the  industry 
turned  on  itself:  The  traditional  tent- 
like coat  wasn't  stylish  enough  for  the 
chic.  Then  a  real  villain  popped  up 
in  the  late  Sixties  and  early  Seven- 
ties. Outspoken  ecologists,  Cleve- 
land Amory  in  the  forefront,  launched 
a  drive  against  what  they  regarded  as 
cruel  methods  of  trapping  animals, 
and  made  the  wearing  of  furs  seem 
like  a  crime  against  nature. 

The  real  problem,  however,  may 
have  been  one  of  image.  Owning  a  fur 


coat  became  something  denoting 
striving,  not  status.  In  medieval  times, 
cardinals  wore  ermine  symbolizing 
purity;  English  nobles  wore  it  as  a 
power  symbol.  In  fact,  when  the  low- 
er social  orders  began  to  bedeck  them- 
selves in  furs,  edicts  were  issued  deny- 
ing commoners  the  right  to  wear  the 
more  expensive  pelts.  But  once  mink 
became  affordable,  it  no  longer  of- 
fered status  either  to  the  established 
or  to  the  would-be  established. 
"Take  back  your  mink,"  sang  Ade- 
laide in  the  musical  Guys  and  Dolls. 
".  .  .  what  made  you  think  that  I  was 
one  of  those  goils?"  Along  with  Ade- 
laide, thousands  of  American  women 
decided  against  the  mink-coat  image. 

Fur  has  been  on  a  steady  comeback 
since  1971.  Last  year  $695  million 
worth  of  fur  was  sold  at  retail— a  small 
percentage  gain  in  total  dollar  volume 
over  1943,  but  less  in  unit  volume. 
"Look,  it's  no  boom  year,"  explains 


A  Glamorous  Business?  Not  the  fur  trade.  Processing  the  oily  raw  pelts 
at  Manhattan  Fur  Dressing's  Seventh  Avenue  loft  is  a  grimy  job.  The  pelts 
go  into  large  wooden  vats  with  a  pickling  solution  to  soften  them.  The 
contents  of  those  vats  are  based  on  closely  guarded  family  secrets. 
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Fathers  And  Sons:  The  fur  trade,  still  mainly  a  business  of  older  men,  is  getting  some  new  blood.  Since  union  workers 
can  make  $14,000  working  even  part-time,  more  sons  and  nephews  are  getting  into  their  fathers'  trade. 


Paul  Cattani  of  the  Fur  Workers 
Union.  "We're  doing  a  small  percent- 
age of  the  business  we  did  in  the 
Forties,  but  those  who  are  left  in  the 
business  are  busy." 

For  instance,  John  D.  Pinotti,  own- 
er of  the  large  Manhattan  Fur  Dress- 
ing Coip.  has  recently  nearly  doubled 
his  volume,  annually   processing  1.5 


million  pelts.  "There  was  a  tremen- 
dous shrinkage  in  the  industry,"  he 
explains.  "Now,  the  increasing  de- 
mand requires  there  be  at  least  a  cou- 
ple major  dressers  in  the  business." 
Still,  there  are  only  six  dressers  today, 
while  there  were  34  in  1941. 

Meanwhile,  working  perhaps  six 
months  a  year,  a  worker  can  earn 


814,000  on  a  piece-work  basis  and 
still  have  plenty  of  energy  left  to  hold 
a  second  job.  Why  part  time?  Largely 
because  of  the  seasonal  nature  of  the 
work,  but  also  because  even  with 
the  pickup  there  isn't  enough  work  to 
keep  even  the  remnant  of  the  union 
working  full  time. 

What  has  caused  the  recent  turn- 


Kinky  Minks 


Lester  W.  Bennett  is  a  mink  rancher,  the  grand  old 
man  ("just  say  I'm  68")  of  a  trade  whose  practitioners 
have  dwindled  in  number  from  6,000  back  in  1966  to 

fewer  than   1,100  today.  Bennett   

traces  the  origins  of  the  mink  ranch- 
er's problems  to  an  even  earlier 
time:  "We'll  never  see  prices  like 
we  did  in  the  mid-Fifties.  Mink 
was  scarce  until  buyers  in  this 
country  started  importing  the  poor- 
quality  Scandinavian  pelts.  It 
darned  near  ruined  us." 

Like  most  of  the  others  who've 
survived  the  past  three  shaky  de- 
cades, Bennett  has  just  completed 
the  mating  of  his  animals  for  this 
season.  The  sex  life  of  mink  is 
kinky.  "If  an  older  male  is  just  not 
up  to  it  and  doesn't  mate,  the  fe- 
male will  rum  ugly,"  explains  Ben- 
nett. "Give  her  another  darn  male, 
and  she'll  try  to  kill  him.  So  we 
tape  up  her  mouth  and  legs." 

Bennett's  1,000-aere  farm  in  Vic- 
tor, N.Y.  is  dotted  with  18,000 
breeder  minks  that  smell  less  than 
sweet.  The  hope  is  that  each 
fierce   female— handled   only  with 


Shrewd  Rancher:  Lester  Bennett  de- 
veloped one  of  the  nation's  largest  fur 
farms  from  two  minks  and  two  foxes. 


thick  leather  gloves— will  produce  from  three  to  14  cig- 
arette-sized kits.  The  animals  will  be  nurtured  on  a 
carefully  controlled  protein  diet  of  cottage  cheese,  raw 
eggs,  meat  and  fish.  Even  the  rustling  of  the  hay  be- 
neath the  cages  can  throw  the  young  minks  into  a  fatal 

  frenzy.  When  the  animals  develop 

their  glossy  w  inter  coats  in  Novem- 
ber, migrant  laborers  (mostly  Al- 
gonquin Indians  who  cross  the  Ca- 
nadian border)  arrive  to  help  in  the 
pelting  and  skinning  of  the  minks. 
Lester  Bennett's  biggest  complaint 
these  days:  "Those  human-rights 
people  keep  coming  up  here  and 
telling  us  we've  got  to  do  this  and 
do  that,  put  in  a  telephone  booth 
for  the  migrant  workers." 

Bennett  started  in  1928  with  two 
minks  and  two  silver  foxes.  Care- 
fully selecting  his  breeders,  he  im- 
proved his  stock  to  the  point  where 
today  he  gets  top  prices  for  his 
pelts.  As  a  survivor  in  a  reviving 
business,  Bennett  is  rolling  in  mon- 
ey. At  a  conservative  estimate, 
his  farm  is  worth  $3.5  million. 
Last  year  his  daughter  Rowena, 
who  works  with  her  father,  got  an 
extra  dividend.  A  coat  made  from 
40  of  Bennett's  best  cerulean  pelts. 
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Wc  like  flying747s 
as  much  as  you  da 


The  all  7i7airline  across  the  North  At  1  antic  and  Pacific. 


According  to  the  most  recent  survey  by  the  Airline  Passengers  Association?  an  overwhelming 
majority  of  world  travelers  who  answered  chose  the  747  as  the  plane  they  most  preferred  to  fly. 

According  to  the  same  survey,  Pan  Am  was  the  airline  they  most  preferred  to  fly,  when 
traveling  abroad.  W^/^f^T  £%l$%JM 

Maybe  it  s  that  Pan  Am  flies  more  747s  to  more         ^^^F^^l^M  J^yH^W  m. 
places  in  the  world  than  any  other  airline.  Americas  airline  to  the  world. 

Except  for  707  service  to  Copenhagen  through  June  8.  See  your  travel  agent. 

1975  survey  results  are  based  on  a  17.000  mailing  to  A. P. A.  members  with  4.061  respondents  to  the  questionnaire. 
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Introducing  the 
simplicity  of  Human  Resource 

Management. 


We've  taken  the  headache  out 
of  complicated  employee  benefit 
planning.  It's  an  expensive 
headache,  too.  Chances  are,  35% 
of  your  company's  payroll  now 
goes  toward  employee  benefits. 
And  every  day  brings  new 
complications. 

Our  solution  is  Human  Resource 
Management.  It's  the  name  of  a 
new  operating  group  within 
Alexander  &  Alexander,  one  of  the 
world's  largest  insurance  brokers. 

The  idea  is  simplicity  itself. 

Human  Resource  Management 
provides  you  with  something 
you've  never  had  before:  a 
coordinated  team  of  specialists 
to  administer  personnel-related 
services.  All  the  specialized  talent 
you  need  is  available  under  one 
roof.  With  one  central  contact 
point. 

The  HRM  Group  offers  pro- 
fessional expertise  in  employee 
benefit  planning. 
Actuarial  consulting.  Estate  and 
financial  planning.  Life  insurance. 
Compensation,  organization  and 
personnel  consulting.  And 
employee  communication  and 


information  systems.  We  do  it  all. 

We  also  provide  the  guidance 
you  need  to  cope  with  the 
legislative  changes  involved  in 
ERISA,  to  say  nothing  of  other 
state  and  federal  regulations. 

With  Human  Resource 
Management,  you  can  achieve 
three  goals:  (1)  Make  your 
corporation's  benefit  plan  more 
cost-effective;  (2)  Make  sure  your 
program  competes  effectively  in 
the  labor  marketplace;  and 
(3)  Communicate  the  value  of 
corporate  benefits  to  the  people 
who  matter  most:  your  employees. 

Quite  simply,  you  can  make 
your  employee  corporate  benefits 
an  investment  rather  than  an 
expense.  And  provide  better 
protection  for  your  company's 
most  valuable  asset:  its  human 
resources. 

Human  Resource  Management: 
a  simple  idea  whose  time  has  come. 

For  more  information,  just 
contact  your  nearest  A  &  A  office 
or:  Information  Service,  Dept.B4, 
Alexander  &  Alexander  Inc. 
1 1 85  Avenue  of  the  Americas, 
New  York,  N.Y.  10036. 


Alexander 
^Alexander 


Stickler:  John  Pinotti  carefully  in- 
spects each  pelt  at  his  plant,  which 
dresses  1 .5  million  pelts  a  year. 

around  in  fur  sales?  The  trade  likes  to 
credit  the  American  Fur  Industry,  its 
promotional  ami.  Advertisements  fea- 
turing playwright  Lillian  Hellman 
swathed  in  Blackglama  mink  are  sub- 
tly aimed  at  upgrading  fur's  image- 
Miss  Hellman,  after  all,  was  an  orig- 
inal liberated  woman.  Also,  with  more 
and  more  designers  like  Yves  St.  Lau- 
rent styling  furs,  their  fashion  val- 
ue has  risen.  Another  reason  may  be 
that  there  is  a  genuine  shortage  of 
good  skins  now— guaranteeing  a  kind 
of  scarcity. 

Appropriately,  much  of  the  dollar 
volume  is  at  the  top  of  the  mar- 
ket—one of  the  hottest  items  is  the 
sable  coat.  The  woman  who  buys  top 
quality  more  likely  than  not  has  the 
same  kind  of  financial'  backing  that 
women  have  had  for  years— a  success- 
ful husband,  a  sugar  daddy  or  a  sub- 
stantial alimony  settlement.  "We  sold 
a  fine  sable  to  Barbara  Sinatra,  one  to 
Mrs.  Norton  Simon,  one  to  the  wife  of 
the  Governor  General  of  Iran,"  says 
Ernie  Graf  of  Ben  Kahn.  This  past 
January,  when  the  Soviet  Union  auc- 
tioned off  sable  pelts  in  Leningrad, 
Kahn  bid  up  to  S620  a  pelt.  A  sable 
coat  (made  from  60  or  70  pelts)  of 
such  high  quality  that  retailed  for 
$50,000  last  year  will  go  for  $70,000 
this  year.  Neiman  Marcus  bid  $1,700 
for  a  Russian  lynx  pelt  at  the  same 
auction.  Says  its  buyer  Chuck  Kehoe, 
"Last  year,  we  couldn't  even  fill 
our  orders  on  the  Russian  lynx  coat 


A  useful  guide  for  the 
commission-conscious 
investor. 

This  free,  pocket-sized  book  enables  you  to  quickly  figure  and 
compare  practically  any  broker's  stock  and  option  commissions. 
Its  90  pages  of  tables  display  the  old  fixed  commission?  and 
commissions  at  a  wide  range  of  dis- 
counts from  it,  in  cents-per-share  and 
dollars-per-contract  rates  for  almost  any 
whole-priced  trade. 

Get  this  book  simply  by  mailing  this  ad 
or  asking  for  one  at  800-221-5338  toll- 
free  or  in  N.Y.  State  at  212-269-9127 
collect. 

From  the  people  who  started  commis- 
sion discounts  rolling  for  the  individual 
investor. 


'Base  Commissions.  Pre-May  I.  1975  NYSE  and  CBOE 
fixed  commissions. 


Name. 


Address. 


Ciiy_ 


Jstate_ 


Zip_ 


(l  ))  Source  Securities  Corporation 


AUG 


70  Pine  Street,  New  York,  N.Y.  10005 


FOR  5/15/77 


FLORIDA 


means  business  when  it  says 
"WE  WANT  YOUR  BUSINESS." 


Reubin  O'D  Askew 
Governor  Stafe  of  Florida 


No  its,  ands  or  maybes",  Florida  is  interested  in  having  your 
plant  or  business  located  in  the  Sunshine  State. 


Our  professional  staff  is  at  your  service. 


Write: 

Joe  Hennessy,  Director 
Division  of  Economic  Development 
Florida  Department  of  Commerce 
107  W.  Gaines  Street,  Room  882  h 
Tallahassee,  Florida  32304 
(904)  488-5507 


FLOKSINI 

THE  PLACE  TO  BE 
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in   the  $17,000  to  $50,000  range." 

Nevertheless,  the  mink  coat  is  the 
backbone  of  the  market.  It  represents 
about  half  of  total  fur  sales,  and  has 
not  risen  dramatically  in  price.  The 
same  mink  coat  that  sold  for  $5,500  in 
1945  today  sells  for  about  $650  more. 

For  the  younger  woman  who  can't 
shell  out  that  much  for  a  coat,  it  is 
now  a  raccoon  jacket  at  $2,000.  "Ten 
years  ago,  you  could  have  bought  a 
raccoon  pelt  for  50  cents.  They  were 
throwing  them  away,"  says  Cattani  of 
the  Fur  Workers.  "Now  they're  getting 
$50  a  skin.  And  the  red  fox,  another 
wild  fur,  was  a  dead  item;  they're 
getting  $70  for  skins  you  couldn't  give 
away  a  few  years  ago." 

And  now  men  are  wearing  furs. 
"The  average  American  male  felt  you 
had  to  be  AC/ DC  to  wear  furs,"  ex- 
plains Ernie  Graf.  "So  to  promote 
them,  we  got  athletes  like  New  York 
Knickerbocker  basketball  player  Walt 
Frazier  to  wear  them.  Now  he's  got 
two  kinds  of  mink,  two  kinds  of  seal, 
an  otter  and  a  raccoon."  Comments 
fur  buyer  Kehoe:  "The  men's  business 
has  increased  tremendously.  We  even 
sold  a  $15,000  and  a  $20,000  sable 


to  two  wealthy  businessmen." 

The  retailing  of  furs  has  changed. 
"Years  ago,  you  could  only  find  cheap 
stuff  in  the  department  stores,"  ex- 
plains Ralph  Romberg  of  Chicago- 
based  Evans,  a  publicly  traded  com- 
pany that  sells  its  coats  through 
leased  space  in  68  fur  salons  in  de- 
partment stores  across  the  U.S.,  as 
well  as  through  its  own  outlets.  "Then 
the  little  furrier  in  his  shop  made 
them  by  hand.  Now  you  can  buy  the 
finest  furs  right  off  the  rack." 

The  combination  of  a  smaller  sup- 
ply and  rising  demand  makes  men  like 
Graf  at  Ben  Kahn  very  optimistic.  "I 
was  shocked  when  my  son  wanted  to 
come  into  the  business,"  he  explains. 
"In  the  old  more  dog-eat-dog  days, 
furriers'  sons  tended  to  become  law- 
yers or  doctors." 

Union  leader  Cattani  strikes  a  note 
of  caution.  "These  prices  have  got  to 
level  off,"  he  says.  "Or  else  these  guys 
are  gonna  kick  themselves  right  out 
of  the  business.  It's  reached  the  point 
where  everybody  is  making  a  decent 
dollar  on  their  investment.  If  the  man- 
ufacturers and  retailers  are  smart, 
they'll  stop  now."  ■ 


Fierce  Females:  They  can  kill  their 
mates  and  cut  up  the  farmer,  too. 
So  they're  handled  with  gloves. 
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You  In  The  Fur  Business? 

"I'll  tell  you  this  is  not  a  business  for  the  weak  at 
heart,"  explains  Murray  Scheflin,  a  partner  at  the  larg- 
est mink  dealer  in  the  U.S.,  New  York-based  Schef- 
lin-Reich.  "I  can  sit  down  in  a  day  and  spend  $2 
million  or  $3  million  at  one  auction." 

Risky,  yes,  but  the  trade  agrees  that  in  good  times 
it's  the  dealers  who  get  the  big  returns.  Scheflin-Reich, 
which  will  sell  some  $20  million  worth  of  fur  this  sea- 
son, is  the  middleman  between  the  rancher  and  the  man- 
ufacturer. Each  year  Scheflin  purchases  up  to  100,000 


Gambler:  Mink  dealer  Murray  Scheflin  can  buy 
$3  million  worth  of  pelts  in  a  single  day. 


pelts  directly  from  the  rancher.  But  most  of  Scheflin's 
stock  is  purchased  at  auctions— held  as  far  away  as 
Copenhagen  or  right  around  the  corner  at  the  Hudson's 
Bay  Fur  Co.'s  New  York  offices.  The  auctions  are  spread 
over  a  five-month  period,  just  after  the  animals  are  pelt- 
ed in  November  and  December. 

The  key  is  the  ability  to  hold  onto  your  pelts— over 
the  long  haul,  if  necessary.  "Scheflin's  past  performance 
—his  choice  of  what  will  sell— is  so  outstanding  that  he 
has  a  line  of  credit  with  I  don't  know  how  many  banks," 
says  his  friend  Paul  Cattani,  the  union  leader.  "When  the 
January  sales  come,  he  won't  let  anyone  outbid  him. 
He  may  already  have  the  goods  he  needs  locked  away 
in  his  freezer  vault,  but  he'll  still  bid  in  the  April  auc- 
tions just  to  protect  the  value  of  his  property." 

Scheflin  started  out  as  an  apprentice  collecting  skins 
from  the  floor  more  than  30  years  ago.  Such  is  his 
reputation  today  and  such  is  his  power  over  the  mar- 
ket that  when  he  bids  at  auctions,  like  other  major 
dealers,  he  must  often  use  a  system  of  secret  signals  to 
the  auctioneer,  a  crook  of  a  finger,  a  nod— to  show  his 
intentions.  Otherwise,  the  competition  would  know 
what  he  is  doing— and  try  to  do  likewise. 

Scheflin  doesn't  always  guess  right.  "We  held  onto  a 
couple  million  dollars  worth  of  furs,  but  to  do  so  we 
also  had  to  liquidate  a  couple  of  million  dollars 
worth.  Unfortunately,  I  held  onto  the  wrong  ones.  I 
gave  away  my  female  ranch  pelts  for  $18  to  $20  but 
I  had  to  replace  them  for  $37.  At  least  I  did  well  with 
whatever  I  held  onto,  like  my  lunar  range  pelts.  That 
relieved  the  shock  a  bit." 

Scheflin  tells  about  the  cabbies  who  drop  him  off 
at  Scheflin-Reich  offices,  an  unpretentious  storefront  with 
iron  grates  across  the  windows  to  protect  the  precious 
goods.  "Invariably  they  say  to  me,  'You  in  the  fur  busi- 
ness? I  was,  and  boy,  am  1  glad  I'm  out  of  it.'  "  An  unpre- 
tentious man,  Scheflin  laughs  as  he  tells  it. 
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GROW  CHEMICAL. 

IT'S  NOT  JUST  WHAT  OUR  CHEMICAL  COATINGS  WILL  DO. 

IT'S  WHAT  THEY  WON'T  DO. 


At  Grow  Chemical,  our  goal  is  to 
help  solve  industrial  problems, 
without  creating  environmental 
and  energy  problems. 

So  when  any  of  our  17  divisions 
are  developing  products  of  the 
future  for  the  automotive, 
marine,  aviation,  appliance,  con- 
struction and  paper  industries, 
they  always  have  the  environ- 
ment in  mind. 

For  example,  we  have  helped  in- 
novate the  concept  of  energy  sav- 
ing, non-polluting  powder  paints 
for  industry.  In  fact,  Grow 
Chemical  is  the  only  company  in 
this  field  with  a  family  of  four 
patents  on  this  advanced  coating 
process. 

Our  Pontiac  Division  has  perfect- 
ed a  series  of  water  based  primers 
that  are  non-polluting. 

At  our  Cello  subsidiary,  our  chem- 
ists have  developed  Cellocryl1'1 
and  Celloplex,M,  two  non-solvent 
based,  non-polluting  water  based 
resins  for  the  paper  and  graphic 
industries.  And  equally  signifi- 
cant, these  resins  are  non-flam- 
mable. 

From  our  U.S.  Paint  subsidiary 
comes  a  family  of  low-energy 
cured  urethane  coatings. 

We  are  leaders  in  corrosion  con- 
trol coatings,  with  our  Prufcoat"' 
and  Devoe  Marine  Divisions. 

But  it's  not  just  our  concern 
about  the  environment  when  we 
develop  new  products  that  makes 
Grow  Chemical  so  interesting. 

Over  the  past  12  years  our  stock 
dividends  have  totaled  more  than 
62%.  And  we  have  just  paid  our 
52nd  consecutive  quarterly  cash 
dividend. 

If  you'd  like  to  know  more  about 
our  corporation,  we  invite  you  to 
write  for  our  annual  report:  Grow 
Chemical  Corp.,  Dept.  A,  345 
Park  Avenue,  N.Y.  10022. 


Leaders  in  the  New  Technology. 


The  World's  Biggest  Ditch 


The  western  drought  has  revived  a  scheme  to  bring  water 
from  Alaska  into  the  U.S.  and  Mexico.  Is  it  farfetched? 


California  has  been  the  birthplace 
of  grand  water  schemes  ever  since 
William  Mulholland's  "big  ditch,"  the 
240-mile-long  aqueduct  that  brings 
water  from  the  high  Sierras  to  Los 
Angeles,  was  completed  63  years  ago. 
The  1973  California  State  Water 
Project  consists  of  444  miles  of  aque- 
ducts, the  world's  highest  pumping 
lift  (which  lifts  water  1,926  feet  over 
the  Tehachapi  Mountains)  and  the 
second-highest  earth-filled  dam  (the 
770-foot  Oroville  Dam). 

There  is  nothing  like  a  drought, 
such  as  the  one  of  the  last  two  years, 
for  eliciting  even  grander  schemes, 
like  bringing  water  by  underwater 
pipeline  from  the  Yukon  River,  or  di- 
verting the  Snake  River  to  join  the 
Colorado.  Last  month  a  group  even 
proposed  towing  antarctic  icebergs  to 
California  to  melt  down  for  water. 

In  the  past,  such  talk  lasted  on- 
ly until  the  rains  came.  But  the 
grandest  scheme,  proposed  by  the 
Ralph  M.  Parsons  Co.  of  Pasadena, 
Calif.,  has  been  around  for  over  a 
decade,  and  its  backers  show  no  sign 
of  tiring  in  its  support.  The  scheme, 
called  the  North  American  Water  & 
Power  Alliance  (NAWAPA)  is  awe- 
some in  scope.  It  envisions  bringing 
excess  water  from  Alaska  over  a  vast 
river  "highway"  through  Canada  and 
down  into  the  Lower  48  and  Mexico. 
The  total  system  woidd  encompass  a 
drainage  area  of  over  1  million  square 
miles,  cost  over  $150  billion  to  build 
and  take  over  30  years  to  complete. 

Along  the  way,  the  Rocky  Moun- 
tain Trench,  which  runs  for  500  miles 
from  Canada  into  northern  Montana, 
would  be  flooded,  creating  a  lake  300 
miles  long.  Bridges  for  railroads,  the 
Trans-Canadian  Highway  and  oil  and 
gas  pipelines  would  be  built  to  span 
the  new  lake's  width— from  five  to  15 
miles.  Then  the  water  would  be  lift- 
ed 1,000  feet  with  pumps  and  sent 
through  a  60-mile  tunnel  to  join  the 
Snake  River  before  continuing  south. 

When  completed,  the  entire  system 
would  annually  bring  160  million  acre- 
feet  of  water— 17  times  the  annual  flow 
of  the  Colorado— down  into  parched 
areas  of  the  North  American  conti- 
nent. Power  plants  to  be  built  along 
the   route  would  produce  as  much 


electricity  as  100  nuclear  power  plants. 

Solving  the  West's  water  problems 
on  this  continental  scale  was  the 
personal  dream  of  the  late  Ralph  M. 
Parsons,  founder  of  the  $860-million- 
revenues  engineering  and  construction 
company  that  bears  his  name.  "Mr. 
Parsons  would  grab  onto  something, 
and  that  was  his  thing,"  says  Roland 
Kelly,  a  Parsons'  vice  president,  who 
has  been  project  manager  for 
NAWAPA  since  it  was  announced  in 
1964.  "Pretty  soon  it  got  to  the  point 
where  I  guess  people  in  the  company 
wanted  to  know  whether  it  was  a 
good  idea  or  a  bad  idea." 

Having  decided  that  it  was  at  least 


a  workable  idea,  Parsons'  people  were 
able  to  interest  western  politicians 
like  John  J.  Rhodes,  now  the  House 
Republican  Leader,  and  Senator  Barry 
Goldwater.  But  as  Ben  Franklin  once 
noted,  it's  only  when  the  well  is  dry 
that  we  know  the  worth  of  water.  It 
took  another  drought  to  bring  Par- 
sons' dream  to  life  again. 

But  Kelly  had  kept  the  project  from 
fading  into  obscurity  by  giving 
speeches  to  interested  students  and 
keeping  a  finger  on  what  was  hap- 
pening in  Alaska  and  Canada  as  far 
as  developing  water  projects  were 
concerned.  The  Ralph  M.  Parsons  Co. 
estimates  that  it  has  spent  $1  million 
of  its  own  money  on  engineering  stud- 
ies to  keep  the  plan  current. 

"I  sort  of  monitor  things,"  Kelly 
says.  "I  look  into  a  dam  in  Alaska  and 
ask,  'How  could  we  use  this?  What 
problems  would  this  cause?'  "  Recent- 
ly he  went  to  Alaska  where  the  Alas- 


The  New  Water  Seekers:  Thinking  Big 

Most  of  the  Alaskan  and  Canadian  water  that  NAWAPA  would  bring 
to  the  U.S.  and  Mexico  is  unused  because  it  flows  into  the  Pacific  and 
Arctic  oceans.  The  system  would  not  only  generate  its  own  power,  but 
produce  more  than  $4  billion  a  year  in  power  sales  and  related  benefits. 
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What  can  we 
Gray  at 


For  years,  industry  has  been  making  a  bee  line 
to  South  Carolina.  We're  known  as  one  of  the 
best  industrial  sites  in  the  world. 

Some  of  the  same  things  which  have  made 
South  Carolina  a  profit  center  for  industry  are 
now  attracting  regional  offices,  corporate  head- 
quarters and  R&D  facilities. 

Our  tax  structure  allows  people  to  live  and 
business  to  profit.  Our  educational  system  pro- 
duces skilled  employees  for  both  office  and  in- 
dustry. We're  located  at  the  heart  of  the  fastest 
growing  market  in  America,  and  we've  got  a 
lot  of  special  programs  which  have  been  deve- 
loped with  business  in  mind. 

For  years,  America's  corporate  chiefs  have 
been  vacationing  in  South  Carolina;  now 
they're  moving  here  .  .  .  after  all,  in  South 
Carolina  you  can  have  R&D  and  R&R 
together. 

Find  out  more  about  what  South  Carolina 
has  invested  in  your  next  office  .  .  .  Write  the 
professional  team  at  South  Carolina  State 
Development  Board,  Post  Office  Box  927, 
Suite  3004,  Columbia,  South  Carolina  29202. 
Telephone  (803  )  758-3145.  TWX 
810-666-2628. 


South  Carolina 
is  throwing  an 
office  party... 
and  your  office 
is  invited 


South  Carolina 
knows  what  it  takes  to  make  a 
profit  and  we've  got  it. 
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leans  are  planning  to  build  a  dam 
roughly  30  miles  from  where  the  Par- 
sons plan  calls  for  one.  "The  Alaskans 
are  very  anxious  to  get  involved," 
Kelly  states.  "They  see  this  as  a  start- 
ing point  and  they  can't  understand 
why  people  in  the  Lower  48  don't 
look  to  the  state  to  really  take  care) 
of  a  lot  of  their  problems." 

Can  man  really  tamper  with  nature 
on  this  grand  a  scale?  "The  technol- 
ogy, the  engineering,  the  ability  to 
construct  it,  that's  peanuts,"  says  Kelly 
confidently.  "I  don't  even  think  the 
financing  is  as  much  of  a  problem 
as  we  think.  We  could  get  the  money 
from  the  sale  of  power  and  the  sale 
of  water." 

But  getting  political  agreements 
and  environmental  clearances  is  an- 
other matter.  "I  think  we  have  to  look 
at  it  like  the  Manhattan  Project  or 
going  to  the  moon,"  he  muses,  star- 
ing at  flow  charts  that  show  water 
being  moved  through  the  rivers  of 
three  countries.  "There  would  have 
to  be  some  government  agency  that 
could  talk  government  to  government. 
There  are  political  implications  that 
are  gigantic." 

The  Real  Problem 

Indeed,  going  to  the  moon  was  sim- 
ple in  comparison  with  the  odds 
Kelly  is  facing.  After  all,  there  werei 
no  environmentalists  or  governments 
up  there.  And  nobody  had  to  file  an 
Environmental  Impact  Report  on  the 
creation  of  the  atom  bomb.  When 
NAWAPA  was  first  announced,  it  ran 
into  opposition  from  Canadians,  who 
believed  that  the  project  would  be 
"stealing"  water  from  Canada  ( ac- 
tually, Kelly  argues,  water  from  Alas- 
ka would  be  "exchanged"  with  Ca- 
nadian water  so  that  water  collected 
in  Alaska  would  never  actuallv  reach 
the  U.S.). 

Environmentalists  will  oppose  Kel- 
ly's dams,  and  the  no-growth  move- 
ment will  argue  that  plentiful  wa- 
ter discourages  water  conservation 
and  causes  uncontrolled  population; 
growth.  And  if  the  U.S.  becomes  com- 
mitted to  economic  development 
based  on  this  water  supply,  what 
would  happen  if  the  Canadians  should 
decide  to  double  the  price  for  pass- 
age rights  and  thus  precipitated  a 
"water  crisis"? 

But  bringing  water  to  where  it  was 
needed  turned  the  U.S.  into  a  farmer 
for  the  world.  As  the  U.S.  is  threat- 
ened with  massive  crop  failures,  pow- 
er shortages  and  water  rationing, 
grand  water  dreams  are  making  a 
comeback.  "There  have  been  ten  or 
12  competitive  plans  and  they  come 
and  go,"  Kelly  concludes.  "But  this  is 
one  that  has  really  withstood  the  test) 
of  time."  ■ 
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We're  a  large  and  growing  part  of  the 
one  industry  that  is  basic  to  all  others 


Manufacturing 


Wholesale  and  Retail 

Finance  and  Insurance 

Government 

Services 

Construction 

Transportation 

Agriculture 

Miscellaneous 

The  creative  electric  company 
makes  motors  work  harder 


Latest  figures  show  that  75%  of  the 
electricity  consumed  by  industry  is 
used  to  run  electric  motors 

That's  why  our  new  E-plus™  motors 
are  so  important. They  produce  more 
work  per  watt  than  standard  motors.  So 
a  factory  with  300  motors  could  save 
about  $10,000  a  year  on  its  electric  bill. 
And  the  same  technology  that  con- 
serves energy  also  makes  these  motors 
run  cooler  and.  therefore,  longer 

As  the  emphasis  on  the  electric 
society''  increases,  so  does  Gould's 
growth  opportunity  in  electrical 


products.  We  concentrate  on  products 
that  transmit,  distribute,  store,  control 
and  convert  electrical  energy  In  fact, 
over  70%  of  our  business  is  in  these 
areas  So  the  electric  economy 
provides  a  firm  base  for  our  growth 

Today,  Gould  is  the  market  or 
technology  leader  in  most  of  our 
product  lines.  For  example,  energy- 
efficient  motors,  maintenance-free 
batteries  and  safer  electric  switchgear. 

We've  achieved  an  annual  compound 
growth  rate  of  1 7.3%  in  net  profits  since 
1968.  Our  commitment  to  product 


development  and  superior  manage 
rrient  performance  assures  a  conti 
tion  of  our  above-average  growth 
you'd  like  to  know  more  about  the 
Gould,  please  write  Gould  Inc  . 
10  Gould  Center,  Rolling  Meadows 
Illinois  60008 
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What  Have  American  Writers 
Got  Against  Businessmen? 


Good  novelists  ignore  the  businessman.  Popular  writers  put 
him  down— on  television  this  season  to  be  in  business  was  to  ride  to 
disaster  and  bad  sex.  Why  this  low  esteem?  Here,  the  chief  cultural 
correspondent  of  the  New  York  Times  offers  his  view. 


By  JOHN  LEONARD 

Let's  see  if,  with  a  hammer  and 
tacks  and  some  odd  scraps  of  lumber, 
the  famous  portrait  of  J. P.  Morgan 
with  a  knife  in  his  hand,  the  ear  of  a 
'  Getty,  the  bed  of  a  Rockefeller,  the 
politics  of  an  H.L.   Hunt,  Howard 
I  Hughes'  Spruce  Goose,  Citizen  Kane's 
t  sled,  Babbitt,  Daddy  Warbucks,  the 
Snopes  family,  the  organization  man 
in  the  gray  flannel  suit,  "Who  is  John 
Gait?,"  movies  like  Network— we  can 
build  a  chicken  coop  big  enough  to 
house  a  peep  of  hypothesis  about  the 
culture. 

In  high  culture  and  in  low,  judg- 
ing by  our  novels,  plays,  movies,  TV 
programs,  magazines,  comic  books 
and  pop  music,  except  for  Ayn  Rand 
and  Little  Orphan  Annie,  Americans 
don't  like  businessmen.  Oh,  the  high- 


brows tolerate  businessmen  in  and 
around  the  various  palaces  of  culture, 
on  the  boards  of  museums  and  sym- 
phony orchestras,  in  the  columbaria 
of  the  great  foundations,  philanthro- 
pizing. And  the  romance  of  money  is 
still  important  to  the  middlebrow 
imagination:  It  is  a  metaphor  for  free- 
dom, a  means  of  inventing  a  new  self. 
And  popular  culture  still  needs  the 
very  rich— although  it  prefers  them  to 
be  writers  and  actors  and  athletes 
rather  than  debentured  servants— in 
order  to  dramatize  decadence  on  a 
personality  exchange  for  which  gossip 
columns  are  the  ticker  tape. 

But  when  the  chlorophyll  people 
from  Sirius  the  Dog  Star  arrive  to 
sift  our  volcanic  ash,  to  crack  open 
our  tiny  time  capsules,  to  muck 
around  among  our  artifacts  in  search 
of  a  clue  to  our  values,  they  aren't 


going  to  find  any  coins  stamped  with 
the  heads  of  businessmen.  On  the 
whole,  the  Mafia  gets  a  better  press. 

Ralph  Nader  shows  up  as  one  of 
the  hosts  on  NBC's  Saturday  Night 
Live,  not  Charles  Luce.  And  this  is 
not  because  Ralph  Nader  is  funnier 
than  Charles  Luce.  Those  of  us  who 
deal  every  day  in  New  York  with  Mr. 
Luce's  Consolidated  Edison  know  him 
to  be  a  very  funny  man  indeed. 

Not  only  in  a  movie  like  Network, 
thanks  to  the  dispensation  of  Paddy 
Chayefsky's  self-righteousness,  are  all 
the  businessmen  associated  with  a 
communications  conglomerate  minor- 
league  fascists,  but  they  also  sell  out 
to  the  Arabs.  The  Arabs! 

On  television  this  past  season,  in 
miniseries  like  Captains  and  the 
Kings,  The  Moneychangers,  and  Sev- 
enth Avenue,  to  be  in  business  was 
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to  rick'  a  monorail  or  avarice  to  disas- 
ter and  bad  sex. 

Has  a  businessman  ever  been  por- 
trayed as  decent,  much  less  heroic,  in 
an  American  Western? 

Except  for  Rudy  Vallee  in  How  To 
Succeed  In  Business  Without  Really 
Trying,  no  businessman  has  been  on 
the  Broadway  stage  in  20  years,  lie 
seems  to  lack  dramatic  interest. 

When  was  the  last  time  you  saw  a 
happy  businessman,  except  in  com- 
mercials for  airplanes,  rental  ears  and 
motel  franchises  and  not  counting 
Colonel  Sanders? 

According  to  Boh  Dylan,  the  busi- 
nessman is  one  of  the  masters  of  war. 
Tennessee  Ernie  Ford  complains  ol 
owing  his  soul  to  the  company  store. 
We  speak  ol  company  men.  The 
"company"  was  ungrateful  to  Willy 
Loman.     The     Central  Intelligence 


Agency  is  called  the  "Company."  jack 
Kennedy's  father  always  told  him 
businessmen  were  sons-of-bitches. 

Why,  if  Cabin  Coolidge  was  right 
in  declaring  that  "The  business  of 
America  is  business,"  this  low  repute? 
Why,  in  a  country  whose  revolution 
basically  was  made  by,  of  and  for 
tradesmen,  this  lousy  image? 

I  will  digress  by  looking  first  at 
Europe.  You  will  notice  that  it  is  a 
simpleminded  look,  but  if  I  were  pro- 
found, I'd  be  rich  instead  of  writing 
magazine  articles. 

Before  there  was  any  such  tiling  as 
an  "image,"  there  was  status.  Status 
in  Europe  depended  on  class.  Class 
in  Europe  depended  on  land  and 
blood.  Land,  blood,  status  and  privi- 
lege were  inherited.  We  are  talking, 
of  course,  about  the  aristocracy. 

Ever  since  the  14th  century ,  the 
aristocracy  and  the  bourgeoisie  have 


been  fighting  it  out  lor  status.  It  is 
land  versus  money,  blood  versus  mer- 
it. The  bourgeoisie — shopkeepers,  mer- 
chants, our  businessmen— has  won 
most -of  the  battles  without  winning 
the  war.  It  still  lacks  status. 

You  w  ill  remember  that  the 'Re- 
naissance was  a  middle-class,  a  bour- 
geois, phenomenon.  It  all  started  in 
the  Republic*  ol  Florence.  What  is  in- 
teresting about  the  Republic  of  Flor- 
ence—besides the  fact  that  it  invent- 
ed insurance,  checks  and  the  bill  ol 
exchange— is  that  it  was  one  of  the 
few  places  in  Europe,  then,  now  .  or 
in  between,  where  the  middle-class 
moneymaker  got  some  respect.  (One 
thinks  of  Holland,  and  those  stun- 
ning Rembrandt  portraits  of  rich  busi- 
nessmen and  their  well-fed  wives.  One 
thinks,  straining  a  bit,  of  John  Cal- 
vin's Geneva,  which  perhaps  explains 


". . .  Florence  was  one  of  the 
few  places  in  Europe  where 
middle-class  moneymakers 
got  some  respect. . . . 
Lorenzo  was  not  only 
a  banker  and  a  patron, 
but  a  mediocre  poet .  . ." 


Swiss  bank  accounts.  And  then  one 
inns  out  of  things  to  think.)  In  Flor- 
ence, they  wouldn't  let  landowners 
into  the  guilds.  The  Mcdicis,  after 
all,  as  well  as  being  patrons  of  the 
arts  and  literature,  were  bankers.  Lo- 
renzo was  not  only  a  banker  and  a 
patron,  but  also  a  mediocre  poet. 

That  the  Renaissance  depended  on 
neither  land  nor  blood;  that  it  was  a 
business  of  money  subsidizing  merit; 
that  a  redistribution  of  rewards,  ol 
the  perks  ol  status,  could  liberate  so 
much  energy  into  trade  and  culture- 
was  a  lesson  (  the  capitalist  lesson,  il 
we  must  be  crude)  lost  on  most  ol 
Europe  for  another  four  centuries. 
Blood  remained  thicker  than  money. 
The  merchant  was  no  prince.  The 
usual,  charming  anti-Semitism  doubt- 
less helped  sustain  the  feudal-minded 
in  their  delusions  of  adequacy. 

At  least  Peter  the  Great  got  the  mes- 
sage  In    1682.   He  was  dealing,  ot 


course,  w  ith  a  particularly  stupid  aris- 
tocratic class.  Nevertheless,  if  Rus- 
sia was  ever  to  be  Westernized,  it 
needed  not  only  a  merit  system  oi 
status  rewards,  but  some  sort  of  es- 
cape hatch  from  the  law  of  primogeni- 
ture. If  the  first  son  inherited  the 
dacha  and  all  the  serfs,  the  other 
sons  had  nothing  to  do  with  them- 
selves but  gamble,  philander  and  ex- 
pire in  various  wars.  Peter  worked 
hard  as  czar  to  make  merchants  and 
manufacturers  as  respectable  as  land- 
owners. The  meritorious,  in  order  to 
believe-  and  be  secure  in  their  elec- 
tion, require  the  approval  of  society. 
Which  is  status,  or  psychic  profit 
sharing. 

France,  on  the  other  hand,,  pun- 
ished ah)  nobleman  who  went  into 
business  by  taking  away  his  title,  until 
the  Revolution  of  1789.  Such  a  drastic 
divestiture  never  occurred  to  the  En- 
glish, which  may  explain  why  England 
got  a  head  start  on  the  Industrial  Rev  - 
olution. (The  scene  made  Thomas 
Carlyle,  in  his  history  of  the  French 
Revolution,  feel  bad:  "The  aristocracy 
of  feudal  parchment  has  passed  away 
w  ith  a  mighty  rushing,  and  now,  by 
a  natural  course,  we  arrive  at  aris- 
tocracy of  the  moneybag.") 

All  right,  then:  The  privileged  will 
defend  their  priv  ilege  until  it  is  taken 
away  horn  them.  Law  s  of  primogeni- 
ture are  one  defense;  trust  funds  and 
foundation  endowments  are  another. 

But  what  of  the  artists,  the  image- 
makers  of  the  culture  before  Holly- 
wood or  TV  existed?  Sprung,  as  it 
were,  from  the  monastery,  and  mainly 
children  of  the  middle  class,  shouldn't 
they  have  gone  after  the  aristocracy 
instead  of  their  own  fathers? 

I  look  especially  to  the  novelists, 
because  looking  to  novelists  happens 
to  be  my  trade  and  because,  since 
Cervantes,  the  novel  has  been  our  cul- 
tural weather  report,  our  gossip  col- 
umn and  our  critique  of  impure  man- 
ners. Wasn't  money  exciting,  a  kind 
of  credit  card  of  status,  "the  great  sol- 
vent of  the  solid  social  fabric  of  the 
old  society"  ( as  Lionel  Trilling  called 
it)?  Wasn't  money  the  jumping  beans 
ot  culture? 

In  an  essay  on  Marcel  Proust,  the 
poet  Paul  Valery  had  this  to  say: 

The  group  which  calls  itselt  So- 
ciety is  composed  of  symbolic 
figures.  Each  of  its  members  rep- 
resents some  abstraction.  It  is 
necessary  that  all  the  powers  of 
this  world  should  somewhere 
meet  together;  that  money  should 
converse  with  beauty,  and  poli- 
tics become  familiar  with  ele- 
gance; that  letters  and  birth 
grow  friendly  and  serv  e  each  oth- 
er  tea.  .  .  .    fust   as   a  banknote 
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is  only  a  slip  of  paper,  so  the 
member  of  society  is  a  sort  of 
fiduciary  money  made  of  living 
flesh.  This  combination  is  ex- 
tremely favorable  to  the  designs 
of  a  subtle  novelist. 

As  nice  as  this  soiree  of  art  and 
commerce  sounds— and  for  once  the 
French  have  done  their  part,  put- 
ting pretty  pictures  of  Voltaire  and 
Berlioz  on  their  banknotes— it  never 
happened.  Artists,  especially  novelists, 
revenge  themselves  on  their  fathers. 
Long  before  Freud,  a  fiddling  with 
money  was  felt  to  be  a  manipulation 
of  symbolic  excrement;  the  accumu- 
lation of  it  was  merely  anal.  The  in- 
sufficiency of  materialism  is  some- 
thing that  bourgeois  adolescents  brood 
about  after  dessert,  along  with  the 
elusiveness  of  sex.  It  is  one  of  the  rea- 
sons why  they  become  artists  or 
revolutionaries. 

By  all  rights,  Julien  Sorel  should 
be  a  role  model  at  every  graduate 
school  of  business  administration  in 
the  world:  If  only  Stendhal  hadn't 
ended  The  Red  and  the  Black  on  such 
1 1  depressing  note.  For  the  women, 
j  Becky  Sharp  looks  like  a  definite 
i.-omer,  a  Helena  Rubinstein.  Wouldn't 
it  all  have  been  different  if  Madame 
povary  had  belonged  to  a  book  club 


". . .  Peter  was  dealing,  of 
course,  with  a  particularly 
stupid  aristocratic  class. . . . 
He  worked  hard  as  czar  to 
make  merchants  and  manu- 
facturers as  respectable 
as  landowners  . . ." 


and  a  little  theater  group?  Why  did 
Dickens  make  so  much  of  the  black- 
ing factory?  Hardy  was  a  bore,  Bal- 
zac a  spendthrift,  Zola  a  malcontent, 
Tolstoy  an  ingrate,  Austen  repressed, 
the  Brontes  impossible  and  Dostoev- 
sky  epileptic. 

The  novelists  noticed  a  lot,  but  cul- 
tivated their  own  sensibilities.  For 
the  romance  of  the  self,  one  wants  a 


Wagnerian  bassoon,  not  cost  account- 
ing; irony,  not  audits.  How  to  price 
a  sunset,  or  honor,  or  unrequited 
love?  Consider  the  poor,  the  clouds, 
the  foxglove  and  the  vicar.  Mechani- 
zation disrelates. 

Kafka  looked  in  the  mirror  and  saw 
the  modern  corporation. 

Money  had  no  heroes. 

So  ends  the  European  digression. 


Make  a  note  to 
see  the  Sankyo 
Micro-Mini  and 
you  may  never 
write  another 


note  again 


Your  schedule  is  hectic.  Between  your  business  and 
rscnal  life  there's  simply  too  much  to  remember. 
The  Sankyo  Micro-Mini  Tape  Recorder  is  the  only  solution. 
It  never  forgets. 

And  it's  so  easy  to  use.  It  weighs  very  little  and  it's  so  small  that  it  fits 
practically  everywhere:  palm,  pocket,  attache  case. 

But  best  of  all,  it  has  a  Capstan  Drive  system  that  monitors  the  speed  to 
assure  full  fidelity.  Plus,  lets  you  record  and  play  for  a  full  60  minutes,  not 
just  30  like  many  others.  It  also  has  a  built-in  microphone  and  pushbuttons 
that  can  be  operated  with  just  one  finger. 

Combine  the  Micro- Mini  with  the  optional  Transcriber  and  you've  just 
built  the  most  inexpensive  dictating  machine  you're  apt  to  find. 

Make  a  note  to  see  the  Sankyo  Micro-Mini  soon.  And  you  may  never 
have  to  write  another  note  again. 


If  the  others  had  quality  like  ours, 
they'd  have  a  Full  Warranty  like  ours. 


The  Full  Warranty  Company 


For  more  information  write  to  Dept.  F:  Sankyo  Seiki  (America)  Inc.,  149  Fifth  Avenue,  New  York.  N.Y  10010 
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Prince 
Georges 
County, 
Maryland. 

The  Hub 
of  Baltington: 
America's  Fourth 
Richest  Market. 


Located  smack  dab  in  the 
middle  of  the  East  Coast,  right 
between  Baltimore  and  Washing- 
ton on  Interstate  95,  Prince 
George  s  County  offers  an  ease 
of  transportation  and  delivery 
up  and  down  the  Coast  that's 
unmatched  by  any  place  else. 

Plus  1 1  industrial  centers  with 
choice  sites  immediately  avail- 
able, a  highly  trained  work  force, 
and  a  comprehensive  financial 
assistance  program 


Write  in  confidence  to: 

Mr  Robert  Polley. 

Executive  Secretary. 

Prince  George  s  County  Economic 

Development  Committee 

5900  Princess  Garden  Parkway 

Suite  803 

Lanham  Maryland  20801 
Phone  301  577-3074 


". . .  The  scene  made  Carlyle 
feel  bad:  'The  aristocracy 
of  feudal  parchment  has 
passed  away  with  a  mighty 
rushing;  now,  by  a  natural 
course,  we  arrive  at  aristoc 
racy  of  the  moneybag' . . ." 


It  should  have  been  different  here. 
The  merchants  were  in  charge  from 
the  start,  there  was  enough  land  for 
everybody  to  be  feudal,  and  most  of 
the  blood  was  bad.  All  we  had  to  do 
was  kill  Indians,  import  slaves,  sell 
patent  medicine  and  build  railroads. 
In  a  commercial  civilization— shoes  in 
the  North,  cotton  in  the  South,  gold 
out  West,  the  whales  and  the  rum- 
running  somewhere  in  the  Atlantic- 
status  was  for  grabbing. 

According  to  Ralph  Waldo  Emer- 
son, who  worshipped  trees  and  self- 
reliance:  "Money,  which  represents 
the  prose  of  life,  and  which  is  hardly 
spoken  of  in  parlors  without  an  apol- 
ogy, is,  in  its  effects  and  laws,  as 
beautiful  as  roses." 

Henry  David  Thoreau  did  some 
time  running  a  pencil  factory. 

Down  South,  they  had  a  French 
colonial  culture  going  before  the 
French  did.  Edgar  Allan  Poe  would 
go  native,  as,  in  their  ways,  Haw- 
thorne and  Melville  had  gone  native: 
a  migration  to  the  interior  of  the  self, 
a  lonely  homesteading. 

In  New  England,  as  in  Virginia 
and  the  Carolinas,  colleges  were  es- 
tablished: in  the  name  of  divinity, 
but  for  the  exalted  purpose  of  fer- 
tilizing the  brains  of  the  sons  of  the 
American  bourgeoisie.  Up  North, 
those  sons  served  their  country  and 
themselves,  and  then  ended  up,  like 
Henry  Adams,  writing  books  on  how 
much  they  despised  our  vulgar  de- 
mocracy. Down  South,  those  sons 
w  ere  deflected  by  the  Civil  War  into 
a  morbid  torpor  that  allowed  them 
to  despise  democracy,  industrialism, 
the  future  and  themselves.  Out  West, 
the  cowboy,  the  vigilante,  howled,  as 
if  Natty  Bumppo,  Captain  Ahab  and 
Huck  Finn  had  all  run  away;  as  if 
Rousseau  himself  were  hiding  from 
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Jim  Fisk,  Jay  Goidd  and  Mai)  Bake 
Eddy.  Everywhere,  Whitman's  bat 
baric  yawp;  nowhere,  public  relation 
men  for  manifest  destiny,  not  in  on 
serious  literature. 

Ours  is  a  literature  of  loners.  Eve 
as  we  stomped  across  a  continenj 
even  in  the  pulp  imagination,  bus: 
ness  was  an  activity  of  shysters  wh 
needed  civilizing  by  schoolmanfl 
while  Shane  did  his  usual  vanishin 
act.  The  difference  between  John  F 
Rockefeller  and  Jesse  James  is  tha 
the  wrong  one  was  shot  in  the  bad 
Most  of  us  grew  up  wanting  to  b 
train  robbers. 

Among  the  image-makers,  the  gei 
teel  preferred  not  to  inquire  into  thj 
origins  of  money.  ("What  was  iti| 
asks  Mary  McCarthy  about  "the  smal 
unmentionable  article"  manufacture 
by  the  Newsomes  in  Henry  James 
The  Ambassadors:  "Garters?  Safet) 
pins?")  The  not-so-genteel  merely  rc 
viled:  Howells,  gingerly;  then  Dreise 
and  Frank  Norris,  Sinclair  Lewis  an 
Upton  Sinclair.  Listen  to  Hemingway 
who  enjoyed  the  company  of  the  raj 
after  he  had  achieved  it: 

[The  wealthy  are]  either  busy 
studying  how  to  get  more 
wealth,  or  horses,  or  what  is 
wrong  with  themselves,  with 
psychoanalysis,  or  horses,  or  how 
not  to  lose  what  wealth  they 
have,  or  horses,  or  the  moving 
picture  business,  or  horses,  or  all 
of  these  things  together,  and, 
possibly,  horses. 

This  was  the  image-maker  w  ho  tol 
Scott  Fitzgerald  the  only  differem 
between  the  rich  and  the  rest  oi  \ 
was  that  they  had  more  money. 

After  Fitzgerald,  money  just  abot 
disappeared  as  a  serious  subject  i 
mainstream  American  fiction,  unlej 
we  count  John  Marquand  and  Jamj 
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Gould  Cozzens,  and  I  don't.  Faulk- 
ner's smarmy  Snopes  family  is  a  spe- 
cial ease.  John  O'Hara  wished  he  had 
enough  money  to  have  gone  to  Yale, 
but  wrote  mostly  about  cars  and  sex. 
Norman  Mailer,  Saul  Bellow,  John 
Cheever,  William  Styron,  Eudora 
Welty,  Kurt  Vonnegut  and  so  on  don't 
know  anything  about  money  except 
w  hen  it  comes  to  the  subsidiary  rights 
on  their  books.  Louis  Auchincloss  is 
the  only  serious  writer  seriously  writ- 
ing about  the  American  business 
world— our  ruling  class,  after  all— and 
he  isn't  taken  seriously  by  our  serious 
literary  critics,  who  also  don't  know 
anything  about  money. 

Indeed,  as  our  writers  all  end  up 
in  artists'  colonies  and  the  English 
departments  of  our  universities,  they 
know  less  and  less  about  anything, 
period. 

It  is  in  genre  fiction  that  America 
contemplates  its  black  commercial 
heart.  From  their  various  radical 
crouches,  Dashiell  Hammett,  Ray- 
mond Chandler  and  Ross  Macdonald 
have  portrayed  big  business  as  op- 
pressive and  corrupt,  and  money  as  a 
metaphor  for  evil.  The  private  eye  is 
Shane  redux.  And  the  detective  novel 
feeds  directly  into  the  popular  cul- 
ture of  movies  and  television.  In  the 
B  movie,  as  in  the  TV  action-adven- 
ture, the  businessman  is  obsessed  with 
power   and   loot,    and  usually  con- 


r. . .  Says  Emerson,  who  wor- 
shipped trees  and  self-reli- 
ance: 'Money,  which  repre- 
sents the  prose  of  life,  and 
which  is  hardly  spoken  of  in 
>arlors  without  an  apology, 
s,  in  its  effects  and  laws, 
is  beautiful  as  roses' . . ." 


WHAT  GOES  ON  IN  A  PUBLIC  POLICY 

THINK  TANK? 


The  American  Enterprise  Institute  for  Public  Policy  Research  is  often 
referred  to  as  a  public  policy  "think  tank." 

We  believe  that's  appropriate  for  an  organization  built  on  the  con- 
cept that  the  competition  of  ideas  is  fundamental  to  a  tree  society. 
Public  policy  derives  from  the  ideas,  speculation  and  theories  of 
thoughtful  men  and  women.  AEI  provides  policy  makers  with  practical 
options  through  its  innovative  research  in  the  areas  of: 


advertising 
defense  policy 
economic  policy 
energy  policy 
foreign  policy 


government  regulation 
health  policy 
legal  policy 

political  and  social  processes 
social  security  and  retirement  policy 


The  new  insights  and  alternative  viewpoints  being  developed  at 
AEI  are  presented  in  published  studies,  conferences,  and  the  radio  and 
television  broadcasts  of  AEI's  Public  Policy  Forums.   Join  with  us  - 
take  part  in  the  competition  of  ideas. 

American 
-tor  )      Enterprise  Institute 

for  Public  Policy  Research 

The  American  Enterprise  Institute  tor  Public  Policy  Research  is  a  nonproiil,  nonpartisan, 
publicly  supported  organization  ior  the  study  ot  national  and  international  problems  lor 
more  inlormation,  use  the  reader  response  card  in  this  magazine  or  write  AEI.  1150 
Seventeenth  Street.  NW  .  Washington,  D  C  20036 


Perform  a 
death~defying  act. 

Give  Heart  Fund. 

Amer    an  H"i''  Asc,'    al  31  T 
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NEBRASKA 

FOR  MARKETING  REASONS. 


We're  at  the  heart  of  a  50- 
million  customer  market.  Only 
one  day  bv  truck 
to  major  market 
centers  like  Den- 
ver, Chicago,  Min- 
neapolis, St.  Louis, 
and  Dallas  /  Fort 
Worth.  To  reach 
either  coast,  we're 


already  half  way  there. 
Your  next  plant  will  serve  mar- 
kets more  profit- 
ably from  Ne- 
braska. Send  for 
all  the  important 
location  and 
t  ra  nsportation 
reasons  that  show 
you  why. 


For  all  the  facts,  write  Chuck  Elliott,  Department  of  Economic  Development. 
Box  94762,  307  State  Capitol,  Lincoln,  NE  68509.  Or  call  (402)  471  -311 1 
NAME  

TITLE  


COMPANY . 
ADDRESS  _ 
CITY 


.STATE- 


ZIP, 


STABILO  BOSS 

shows  'em  who's  boss. 


Get  attention  fast  with  STABILO  BOSS 
by  Schwan-STABILO.  Makers  of  top- 
quality  writing  instruments  for  more 
than  a  century.  Sleekly  styled.  Fun  and 
cheerful  to  use.  The  pebble-grained 
cap  locks  into  place;  twists  off  easily. 
Available  in  single  units  of  yellow, 
orange,  green,  rose,  red,  and  blue.  Also, 
in  one  colored  packs  of  10,  assorted 
colored  wallets  of  4,  and  a  special 
calendar  box  of  all  6  brilliant  colors. 
Get  your  boss'  attention.  Place  an 
order  today.  Available  at  quality 
stationery  stores. 

For  a  free  sampie  STABILO  BOSS,  retail 
value  $1.50,  please  send  25$  for  postage 
and  handling  to  Swan  Pencil  Co.,  Inc. 
at  the  address  below. 


Sch  wan  •  STAB  HQ 


Swan  Pencil  Company,  Inc.,  Dept.  F0 
221  Park  Avenue  South,  New  York,  N.V.  10003  (212)  254-79S0 


quality 
service 
integrity 


Plain 
talk 

about   

Young 

Heat  Transfer 

Product 

Capabilities 

Young  has  new  capability  to  meet  your  heat 
transfer  product  requirements  right  now  and 
in  the  future.  We've  completed  a  major  ex- 
pansion program  that  includes  two  new  plants, 
plus  major  additions  to  a  third. 
Our  unmatched  reputation  for  quality  products 
and  a  dedication  to  meeting  customer  needs  is 
your  assurance  of  superior  service  Why  not 
write  or  give  us  a  call? 


w 


Radiators  •  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 

YOUNG  RADIATOR  COMPANY 

2825  Four  Mile  Road, 
Racine,  Wisconsin  53404 

TELEPHONE  414-639-1011 


nected  to  the  mob,  and  often  wreck- 
ing his  marriage. 

Not  much  for  us  to  identify  with 
here,  is  there? 

Our  interest  is  compelled,  of  course, 
by  the  outrageous,  the  eccentric,  the 
rich  as  bandits  or  pirates  or  lovers  or 
enigmas,  the  elephantiasis  of  the  ac 
quisitive  impulse  and  its  huge  quirks. 
Thus,  if  Hearst  had  to  have  a  San 
Simeon,  then  Rockefeller  will  have 
an  Albany  Mall,  and  wouldn't  it  be 
swell  if  the  Texas  oil  millionaires  were 
hooked  up  with  the  Kennedy  assas- 
sinations, and  guess  who  got  kid- 
napped this  week,  and  that's  the  stuH 
of  magazine  articles,  along  with  can- 
nibalism and  Farrah  Fawcett-Majors. 

But  most  of  the  time  there  aren't 
enough  bandits  to  go  around,  and 
money  is  dull.  Money  has  receded.  It 
doesn't  seem  real  anymore.  We  are 
nodes  on  a  credit  grid;  information 
moves  in  the  night,  from  computer 
bank  to  computer  bank.  The  man- 
agers of  money  are  faceless;  Harold 
Robbins  and  Taylor  Caldwell  would 
never  write  novels  about  an  invest- 
ment counselor  or  a  vice  president  of 
marketing.  How  odd  that,  as  New 
Yorkers  find  out  that  the  survival  of 
our  city  depends  on  banks,  the  only 
American  writer  who  seems  to  know 
much  about  banking  is  Emma  La- 
then,  and  she  writes  mysteries.  How 
odd,  too,  that  an  imperial  city  might 


". . .  'What  was  it?'  asks  Mary 
McCarthy  about  'the  small, 
unmentionable  article' 
manufactured  by  the 
Newsomes  in  Henry  James's 
The  Ambassadors:  'Garters? 
Safety  pins?' .  .  ." 
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The  new  long-range 
I    business  jets. 


Prototypes  of  the  first  two  haven't  even  been  built. 


The  third  just  entered  flight  testing. 


The  fourth  is  ours.  It's  being  delivered  now. 
Years  ahead  of  the  others. 


The  business  of  business  jets.  It's  a  business 
where  claims  are  easy  to  make.  And  imprac- 
tical dreams  are  sometimes  sold.  But  claims 
and  dreams  don't  fly  until  they've  been 
designed,  thoroughly  tested,  certificated  and 
then  produced.  Of  the  long-range  business 
jets  being  talked  about  these  days,  only  one 


has  already  gone  through  the  lengthy  rigours 
of  flight  testing.  Only  one  has  been  certifi- 
cated. Only  one  is  being  delivered.  The  roomy 
Lockheed  JetStar  II  with  six-foot  standup  head- 
room. The  only  new,  truly  comfortable,  trans- 
continental business  jet  you  can  get  delivery 
on  this  year  — and  for  several  years  to  come. 


Lockheed  JetStar  II. 

Its  real.  Its  being  delivered  now. 
Its  years  ahead  of  the  others. 

For  more  information,  call  Bryan  Moss,  Lockheed-Georgia  Company,  (404)  424-3206,  Marietta,  GA  $0063 


". . .  Ours  is  a  literature  of 
loners.  The  difference  be- 
tween John  D.  Rockefeller 
and  Jesse  James  is  the  wrong 
one  was  shot  in  the  back. 
Most  of  us  grew  up  wanting 
to  be  train  robbers  . . ." 


go  under  while  Lockheed  Aircraft  is 
not  allowed  to;  the  government  won't 
let  it  pay  the  price  of  its  own  mis- 
management. Who  are  these  people 
flying  from  one  coast  to  another  with 
their  briefcases,  like  pencil  boxes, 
sitting  in  their  laps?  Not  captains  and 
kings,  not  Medicis. 

I  asked  at  the  beginning:  Why?  I 
don't  know  why.  I  don't  think  the 


lousy  image  of  the  American  business- 
man can  be  blamed  on  the  peculiar- 
ities of  the  recent  past,  the  laundering 
of  campaign  contributions  and  the 
buying  of  governments  and  the  brib- 
ing of  congressmen  and  the  fixing  of 
prices,  the  energy  crisis  and  the  pol- 
luting of  the  environment.  It  goes 
back  further  and  down  deeper,  almost 
to  a  mythic  level. 


The  deerslayer,  the  whaling  cap- 
tain, the  river  pirate,  the  Lone  Ran- 
ger, the  private  eye  and  some  place  to 
hide— these  are  the  materials  of  our 
mythic  compost  heap,  where  the  im- 
age grows.  The  businessman  came 
along  with  his  bigness,  his  railroad, 
his  Detroit,  his  housing  projects,  his 
wars,  his  credit  cards,  his  loans  and 
foreclosures  and  smokestacks  and  di- 
versifications and  neon  blurbs.  He 
might,  on  occasion,  have  left  us  a  li- 
brary or  a  concert  hall,  a  school  or  a 
foundation  to  remember  him  by,  but 
how  interesting  was  he,  really,  per- 
sonally, at  night,  inside  his  money, 
taking  off  his  clothes  and  adding  him- 
self up? 

We  dream,  in  our  mobile  homes  be- 
fore the  television  set,  the  talking  fur- 
niture, of  something  more  glamorous. 

And  I  wonder:  How  interesting  is 
it,  thinking  about  and  making  money 
as  an  end  in  itself,  moving  its  sym- 
bols around  in  your  head?  Does  it 
give  the  same  satisfaction  as  other 
sorts  of  abstract  mental  activity,  like 
mathematics?  When  you  listen  to  it, 
does  it  sound  anything  like  music? 

Anyway,  as  Horace  said  in  one  of 
his  Epistles  back  in  25  B.C.,  "The 
populace  may  hiss  me,  but  when  I  go 
home  and  think  of  my  money,  I  ap- 
plaud myself."  ■ 


These  Notes  have  not  been  and  are  not  being  offered  to  the  public. 
This  advertisement  appears  only  as  a  matter  of  record. 
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catching  tomorrow's  sunbeams:  our  extra  dimension 


We're  looking  skyward  for  tomorrow's 
snergy.  Because,  like  a  lot  of  people, 
yve  believe  in  the  potential  of  the  sun. 
Enough  to  commit  $30  million  to  the 
development  of  a  low-cost  photovoltaic 
ell.  Enough  to  list  leadership  in  exotic 
uels  as  a  Mobil  extra  dimension. 

Mready,  in  the  labs  of  Mobil-Tyco  Solar 
Energy  Corporation,  silicon  ribbons  are 
experimentally  converting  the  sun  s 
nergy  into  electrical  energy. 


Meanwhile,  on  another  exotic  front,  our 
scientists  have  found  a  way  to  convert 
coal  into  high-quality  gasoline. 

We're  building  from  a  research  base 
that  has  already  established  Mobil  as 
the  industry  leader  in  synthesized 
lubricants  and  in  refinery  catalysts. 
And  from  a  solid  financial  base.  The 
kind  a  broad-gauged,  diversified 
energy  company  can  provide. 

A  company  drawing  strengths  from 
petroleum  in  the  U.S.  and  abroad.  And 
strengths  from  our  U.S. -centered 


diversification  program.  Mobil  Chemical. 
Container  Corporation  of  America. 
Montgomery  Ward. 

A  company  poised  to  grow  with 
petroleum,  or  with  other  forms  of 
energy. 

A  diversified  energy  company  with 
rising  dividends  each  year  for  1 6 
straight  years.  The  kind  of  sunshine 
shareholders  like. 


For  more  information  on  our  extra  dimensions, 
write:  Box  603O.  Mobil  Corporation, 
1 50  East  42  Street,  New  York.  NY.  10017 


WHEN  THE  WATERS 
OF  THE  GULF  CAN'T 

COOL  IRAN'S  GIANT 

NUCLEAR  PLANTS/ 
WE  CAN. 


The  plan  was  to  cool  the 
two  new  plants  at  Bushehr  on  the 
Iranian  coast  with  enormous 
amounts  of  water  from  The  Gulf. 
But  on  some  days,  The  Gulf  is 
just  too  warm  to  do  the  job. 

So  the  German  company 
that's  building  Iran's  huge 
nuclear  power  plants  turned  to 
Syracuse,  N.Y.  They  contracted 
with  Carrier  International,  a 
subsidiary  of  Carrier  Corpora- 
tion, to  design  and  build  the 
world's  largest  centrifugal  cool- 
ing machines  to  take  over  for 
The  Gulf  and  cool  the  reactors 
that  will  supply  Iran  with  2,400 
megawatts  of  electricity. 

We're  proud  of  the  respect 
our  engineering  ability  com- 
mands internationally.  But 
there's  a  larger  point  here. 
Nuclear  power  development  is 
moving  right  ahead  worldwide. 
And  Carrier  Corporation  is 
moving  with  it. 

Similarly,  Carrier  Interna- 
tional has  become  the  major 


factor  worldwide  in  the  soaring 
markets  for  all  kinds  of  air 
conditioners  and  refrigeration 
equipment— accounting  for  25 
of  Carrier  Corporation's  sales. 

We  believe  our  success  ove 
seas  is  a  reflection  of  what 
Carrier  Corporation  is  all  abou 
We  deal  with  energy  ideas  the 
world  can  use.  Ideas  that  are 
at  work  in  oil,  gas  and  petroche 
ical  production;  waste  handling 


R 


igerated  food  shipping;  elec- 
lics;  and  of  course,  the  widest 
ge  of  high-efficiency  heating 
,  cooling  equipment  for  resi- 
tial,  commercial  and  industrial 
b.  Fifteen  separate  divisions, 
rating  in  131  countries,  serving 
ldreds  of  markets. 
We've  built  a  strong,  growing 
iness  by  helping  to  expand 
world's  supply  of  energy  and 
lelping  people  to  use  it 


more  efficiently.  So  when  The  Gulf 
at  BOshehr  is  too  hot  to  cool  a 
nuclear  reactor  or  the  Taj  Mahal 
needs  air  conditioning,  we  get 
the  job. 


Carrier 

Corporation 

Carrier  Tower 
Syracuse,  N.Y.  13201 


CARRIER  CORPORATION.  ENERGY  IDEAS  AT 


The  Numbers  Game 


Can  A  Dry  Hole  Be  An  Asset? 


Here  is  a  paunchy,  middle-aged  man. 
And  here  is  a  scrawny  eight  year  old. 
Your  assignment:  Design  one  set  of 
clothing  that  must  fit  both  comfort- 
ably, and  describe  their  profiles— 
accurately. 

This,  in  effect,  is  the  latest  dilemma 
facing  the  Financial  Accounting  Stan- 
dards Board.  The  FASB  is  under  a 
mandate  from  the  Securities  &  Ex- 
change Commission  (which  in  turn, 
is  under  pressure  from  Congress)  to 
review  rules  sometime  before  the 
year's  end  telling  the  nation's  oil  and 
gas  (and  mining  and  pipeline)  com- 
panies how  to  account  for  their  hefty 
exploration  costs. 

"The  FASB  is  faced  with  two  dif- 
fering philosophies  without  a  heck  of 
a  lot  of  middle  ground  for  any  com- 
promise that  would  make  conceptual 
sense,"  explains  Philip  E.  Smith, 
Houston  partner  with  the  Big  Eight 
accounting  firm  of  Arthur  Ander- 
sen &  Co.  "So  whatever  the  FASB 
does  will  make  a  lot  of  people  aw- 
fully mad." 

The  strong  emotions  can  be  ex- 
plained by  the  big  money  involved. 
Suppose  a  company  spends  $100  mil- 
lion to  drill  for  oil.  Most  likely,  90!? 
of  the  effort  will  turn  up  dry  holes; 
the  remaining  $10  million  worth  will 
be  associated  with  finding  income- 
producing  reserves. 

The  question  is:  Should  the  com- 
pany use  the  so-called  successful-ef- 
forts method?  That  is,  write  off  the 
costs  of  its  unsuccessful  efforts  against 
income  immediately,  and  so  recognize 
immediately  that  dry  holes  are  not  as- 
sets. Or  should  the  company  use  the 
full-cost  approach?  In  the  latter,  you 
capitalize  the  entire  exploration  cost, 
on  the  theory  that  finding  nine  dry 
holes  is  part  and  parcel  of  discovering 
one  income-producing  well.  Profits 
and  stockholders'  equity  will  tend  to 
be  greater  under  the  full-cost  method 
than  they  would  be  under  successful- 
efforts  accounting.  Why?  Because  all 
exploration  expenditures,  dry  holes  in- 
cluded, are  capitalized  as  a  necessary 
cost  of  the  income-producing  re- 
serves. Thus  all  dry  holes  are  booked 
as  assets  instead  of  being  written  off 
as  a  cost  against  income. 

Most  of  the  major  oil  companies 


want  the  successful-efforts  approach 
to  be  standardized.  While  some  ma- 
jors do  use  full-cost  for  some  of  their 
operations,  their  feeling  seems  to  be 
that  successful-efforts  is  in  general  a 
superior  accounting  concept.  "A  dry 
hole  isn't  an  asset,  is  it?"  asks  George 
Weed,  assistant  comptroller  at  Exxon. 
"So  why  capitalize  costs  associated 
with  it?"  Agrees  Robert  Ferst,  the 
head  partner  at  "Little  Eight"  ac- 
countants Laventhol  &  Horwath:  "It's 
like  going  to  the  racetrack:  If  you 
lose  on  a  given  day,  then  under  the 
successful-efforts  method,  you'd  tell 
your  wife:  T  lost.'  But  under  full-cost, 
you'd  tell  her:  T  made  an  investment; 
let's  wait  a  while  to  see  whether  I 
won  or  lost.' " 

But  the  reason  the  whole  thing  is 


such  a  hassle  for  accountants  is  that 
smaller  oil  companies  have  a  differ- 
ent viewpoint.  The  independents' 
argument  is  that  exploration  costs 
are  an  investment;  they  should  all  be 
associated  with  assets,  and  not  ex- 
pensed against  income. 

"You  ask  any  oilman  how  a  com- 
pany really  works,"  argues  Michael 
August,  vice  president  at  Houston's 
$52-million  (revenues)  Inexco  Oil, 
"and  he'll  tell  you  that  he  has  to  justi- 
fy his  entire  exploration  effort  as  a 
capital  investment,  even  though  he 
knows  that  maybe  90%  will  go  for  dry 
holes."  It's  true,  of  course,  that  the 
assets  booked  from  exploration  must 
be  amortized  over  the  life  of  the  re- 
serves—ten years,  say.  But  for  a 
growing  company,  the  decline  in  re- 
ported expenses  resulting  from  the 
capitalization  of  all  exploratory  ex- 
penditures more  than  offsets  the  in- 
creased amortization. 

There  is  more  to  this  debate  than 
mere  accounting  concepts,  however. 
The  real  issue,  from  the  independents' 
viewpoint,  is  profits.  They  emphasize 
that  since  they  spend  relatively  more 
of  their  income  for  exploration  than 
the  majors,  their  earnings  will  suffer 


drastically  if  they  are  forced  to  switch 
to  successful-efforts  accounting. 

How  drastically?  Inexco's  Mike  Au- 
gust estimates  that  under  successful- 
efforts,  his  company  would  have  re- 
ported total  profits  of  less  than  $10 
million  over  the  last  six  years.  But  by 
using  full-cost,  the  company  reported 
earnings  of  $28  million.  In  1974  alone, 
full-cost  profits  were  $2.4  million.  Un- 
der successful-efforts,  Inexco  would 
have  shown  a  $7-million  loss. 

Mesa  Petroleum's  founder  and 
chairman,  T.B.  (Boone)  Pickens,  put 
the  implication  of  this  blundy  to  the 
FASB  last  month.  He  told  the  Board 
that  had  he  been  forced  to  report 
minimal,  even  nonexistent,  profits  un- 
der successful-efforts,  he  could  never 
have  taken  his  company  public  in 


1964,  and  so  could  not  have  raised  the 
more  than  $150  million  in  cash  neces- 
sary to  grow  from  a  $1.5-million-sales 
company  in  1965  to  one  with  revenues 
last  year  of  $99  million.  In  an  inter- 
view with  Forbes,  Pickens  added:  "If 
the  successful-efforts  approach  wins 
out,  it  will  be  almost  impossible  for 
a  young,  growing  company  to  get  fi- 
nancing. And  that  will  just  cut  out  a 
great  deal  of  competition  within  the 
industry." 

The  pipeline  companies  are  wor- 
ried, too.  Like  the  independents,  they 
are  increasing  their  spending  to  find 
reserves.  They  fear  that  a  forced  move 
to  successful-efforts  would  sharply 
increase  their  debt-to-equity  ratios 
since  equity  is  generally  lower  under 
successful-efforts.  "These  companies 
fear  that  their  ratings  will  go  down 
and  their  borrowing  costs  up,"  says 
Geoffrey  Hertel,  a  petroleum  analyst 
with  Houston's  Rotan  Mosle  Inc. 

On  the  other  hand,  moving  from 
successful-efforts  could  well  reduce 
companies'  returns  on  equity,  since 
equity  tends  to  be  higher  under  full- 
cost.  "I  think  that  the  major  oil  com- 
panies are  missing  a  hell  of  a  good 
political  bet  by  supporting  successful- 


.  .  He  cites  one  client  who  has  been  booking  dry  holes 
as  assets  but  finding  no  oil  to  offset  them  .  .  ." 
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Fact  Sheet 


International 


IU  International  Corporation  is  a  diversified  company  with  major  interests  in  ocean  shipping,  land  transportation,  distribution 
services,  utility  services,  industrial  products  and  services,  and  agribusiness  products  and  services.  IV  evolved  from  a  utilities 
holding  company  founded  in  1924.  Today,  IU"s  decentralized  operating  units  provide  services  and  products  to  customers  in 
35  countries  around  the  world. 

The  company  has  approximately  35,000  employees  and  42.000  shareholders.  It  is  headquartered  in  Wilmington.  Delaware, 
and  maintains  executive  offices  in  Philadelphia.  Pennsylvania.  lU's  capital  stock  is  listed  on  the  following  exchanges:  New 
York,  Philadelphia.  Midwest,  Pacific,  Toronto,  Montreal.  Vancouver.  London,  Amsterdam.  Oslo  and  Tokyo. 

Financial  Highlights — 1976 

Revenues:  $2.0  billion 

Net  Earnings:  $42.4  million 

Earnings  Per  Share:  $1.25 

Dividends  Per  Common  Share:  $.875  (Current  annual  rate  is  90tf  per  share,  lU's  shareholders  have  received 

a  higher  per-share  dividend  payout  for  32  consecutive  years.) 

Shareholders'  Equity  Per  Share:  $  1 8. 1 3 

Total  Assets:  $2.4  billion 

Capital  Expenditures:  $370.0  million 

Major  Markets 

Ocean  Shipping — Gotaas-I  arson,  one  of  the  world's  major  independent  shipping  companies,  owns  and  or  operates  a  fleet 
of  more  than  50  vessels,  including  oil  tankers,  bulk  carriers,  product/chemical  carriers,  semi-submersible  oil  drilling  rigs, 
and  passenger  cruise  ships.  The  company  has  diversified  most  recently  into  liquefied  natural  gas  (LNG)  carriers,  and  has 
a  20-year  charter  for  the  transportation  of  LNG  from  Abu  Dhabi  to  Japan. 

Land  Transportation — Pacific  Intermountain  Express  (P-I-E)  and  Ryder  Truck  Lines  are  each  among  the  largest  motor 
carriers  in  the  United  States,  and  together  serve  nearly  every  major  city.  The  two  truck  lines  have  more  than  I  ft. 000 
pieces  of  equipment  providing  services  through  500  general,  bulk  and  special  commodity  terminals. 

Distribution  Services — IU*s  distribution  services  subsidiaries  supply  paper,  janitorial  and  hospital  supplies  in  27  states; 
institutional  food  products  in  five  Southeastern  states;  dental  supplies,  equipment  and  laboratory  services  in  26  states:  and 
a  variety  of  mill  supplies,  piping,  and  plumbing,  heating  and  electrical  supplies  to  industrial  companies  and  contractors 
in  15  states  in  the  Southeast  and  Midwest. 

Utility  Services — Canadian  Utilities  Limited*,  a  66% -owned  Alberta-based  subsidiary,  supplies  natural  gas  to  257 
communities  and  electricity  to  368  communities  in  Canada.  General  Waterworks  Corp.*  provides  fresh  water  to  more 
than  340.000  customers  in  the  United  States. 

Industrial  Products  and  Services- — IU's  waste  management  services  subsidiaries  process  slag  and  reclaim  scrap  for  steel 
mills  in  15  countries;  quarry  and  process  lime  and  related  materials  for  construction  and  pollution  control  applications: 
and  market  a  service  which  converts  pollutants  from  smokestack  emissions  at  electric  utility  plants  into  stable  landfill 
and  construction  materials.  IU's  manufacturing  subsidiaries  make  valves,  piping,  flow  control  systems,  and  related 
components  for  the  power,  petroleum,  chemical  and  gas  processing  industries. 

Agribusiness  Products  and  Services — C.  Brewer  and  Company.  Limited  *.  IU's  53% -owned  Hawaiian-based  agribusiness 
company,  has  diversified  from  its  traditional  base  in  sugar  growing  into  molasses,  macadamia  nuts,  cardamom  spice, 
coffee,  potatoes,  rice,  guava  and  prawns.  The  company's  agribusiness  consulting  services  help  produce  lood  more  efficientlv 
in  several  developing  nations. 

*  These  subsidiaries  have  publicly  traded  securities  outstanding 

For  copies  of  annual  and  quarterly  reports  to  investors,  write  to  Corporate  Affairs  Department, 
IU  International,  1500  Walnut  Street,  Philadelphia,  Pennsylvania  19102. 
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efforts,"  says  a  small  Texas  oilman. 

The  major  companies  use  success- 
ful-efforts accounting  for  historical 
reasons.  Way  back  when  most  of 
:  their  accounting  systems  were  set  up, 
|  oil  was  relatively  cheap  and  easy  to 
find;  there  was  no  special  reason  for 
them  to  want  to  capitalize  costs  of 
dry  holes.  Now  they  tend  to  want  to 
stick  to  the  old  system  for  a  variety 
of  reasons,  not  the  least  of  which  is 
a  reluctance  to  go  through  the  ex- 
pense and  the  bother  of  restating  earn- 
ings and  assets. 

Some  accountants,  moreover,  re- 
gard successful-efforts  accounting  as 
basically  more  honest.  Laventhol  & 
Horwath's  Ferst  argues  that  full-cost 
accounting  can  be  more  easily  abused. 


". . .  The  FASB  may  not  be  the 
final  arbiter.  Ferst  says 
political  pressure  could 
well  be  the  judge  .  .  ." 


He  cites  one  client— unnamed— who 
has  been  using  full-cost  accounting 
for  years,  booking  the  dry  holes  as  as- 
sets but  not  finding  any  oil  to  offset 
them.  "We  didn't  agree  to  their  using 
full-cost,"  says  Ferst,  "but  what  could 
we  do?  We  have  to  go  along  with 
full-cost  because  it  is  in  conformity 
with  generally  accepted  accounting 
principles." 

The  fact  is,  the  FASB  may  not  be 
the  final  arbiter  on  the  matter.  Ferst 
says  political  pressure  could  well  be 
the  judge:  "A  lot  of  smaller,  fast- grow- 
ing companies  could  have  real  trou- 
ble financing  their  growth  if  success- 
ful-efforts accounting  were  made  the 
standard.  If  things  go  against  them,  I 
can  see  a  rash  of  letters  going  out 
to  congressmen."  You  can  almost  hear 
the  politicians  using  a  successful-ef- 
forts decision  as  further  "proof"  that 
the  majors  are  trying  to  drive  the  in- 
dependents out  of  business. 

Perhaps  the  FASB  has  a  real  op- 
portunity here.  Why  not  allow  both 
methods,  as  the  old  Accounting  Prin- 
ciples Board  was  about  to  do  just  be- 
fore it  was  disbanded  in  1973?  No 
one  likes  the  confusion  that  can  be 
generated  by  alternative  accounting 
practices,  but  the  fact  is,  growing  oil 
companies  are  structurally  different 
from  the  mature  majors.  Trying  to 
force  them  all  to  wear  the  same  suit 
of  accounting  clothes  could  very  well 
end  up  causing  more  confusion  than 
it  avoids.  ■ 


PCIA  gives 
exporters  a  lot 
of  credit. 

If  you're  exporting  the  products  you  make  or  the  services  you 
provide,  you  should  know  how  FCIA  can  help  you. 

First,  FCIA  insurance  lets  you  extend  credit  terms  to  your 
overseas  customers. 

Second,  in  the  U.S.,  an  FCIA  policy  can  be  used  as  collateral  for 
more  flexible  financing. 

Third,  in  more  than  140  countries  around  the  world,  an  FCIA 
policy  is  protection  against  the  loss  of  dollar  obligations  due  to 
commercial  and  political  risk.  That  should  make  you  feel 
more  secure. 

You  do  America  a  good  rum  by  exporting  your  goods 
and  services. 


And  your  profits  can  be  even  better  abroad 
than  they  are  here. 

All  in  all,  it's  a  pretty  picture,  right? 


Foreign  Credit  Insurance  Association 


Headquarters  Office:  One  World  Trade  Center.  New  York,  N.Y.  10048 
Regional  Offices:  Atlanta  (404)  522-2780.  Chicago  (3121  641-1915.  Cleveland  (216)  523-1520.  Houston 
(713)  652-1974.  Los  Angeles  (213)  624-8412,  Milwaukee  (414)  224-0240.  Washington.  O.C.  (202)  638-5028. 


In  Tennessee, 
the  standard  of  living 
is  not  so  standard. 


It's  not  that  we  make  so  much 
more  money  in  Tennessee,  it's  just  that 
it  goes  further.  A  recent  magazine 
survey  shows  that  it  takes  $27,000 
a  year  in  New  York  to  buy  what 
$18,500  will  get  you  in  Tennessee. 
Our  Standard  is  First  Class. 

Tennessee. 

Our  standard  is  First  Class. 

For  more  information  Call  (toll  free)  1  800  251  8594  or  write  Fred  Harris,  1005  Andrew  Jackson  Bldg  ,  Nashville,  TN  37219 
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Who  Wins  The  REIT  Game? 

James  Nance  is  the  man  who  buried  the  Edsel, 
but  that's  not  all.  Look  at  what  he  managed 
to  do  with  Cleveland's  First  Union  REIT. 


"I  thought  running  a  small  REIT 
[real  estate  investment  trust]  with  a 
few  office  properties  would  take  up 
maybe  a  quarter  of  my  time,"  re- 
calls James  J.  Nance  about  the  days  a 
decade  back  when  he  was  still  chair- 
man of  Montgomery  Ward's  executive 
committee.  "So  I  agreed  to  become 
head  of  First  Union  Real  Estate 
Investments." 

James  Nance  had  reached  age  67 
and  seemed  to  be  approaching  the 
end  of  a  varied  and  distinguished 
business  career.  Besides  a  stint  at 
Montgomery  Ward,  he  had  also  run 
Ford  Motor's  Lincoln-Mercury  divi- 
sion (where  he  was  later  called  upon 
to  inter  the  ill-starred  Edsel),  headed 
up  General  Electric's  Hotpoint  opera- 
tion and  had  been  marketing  head  of 
General  Motors'  Frigidaire  division. 

That  part-time  job  turned  out  to  be 
the  start  of  yet  another  career  for 
James  Nance.  Today,  at  77,  Nance 
works  long  hours  every  day  of  the 


week,  and  sometimes  on  weekends  as 
well,  running  Cleveland's  First  Un- 
ion REIT. 

Under  his  management,  First  Union 
has  grown  from  a  local  REIT  with 
some  $50  million  assets  (three  office 
buildings)  to  a  $200-million-assets  op- 
eration, including  12  office  buildings 
and  12  shopping  centers  spread  across 
the  country.  While  other  REITs  floun- 
dered or  collapsed,  First  Union  never 
even  cut  its  dividend.  Last  year,  in 
fact,  it  raised  it  again,  as  it  did  in 
most  years  since  1968.  Last  month 
First  Union  capped  its  long  run  of 
success  by  raising  $35  million  in  long- 
term  capital  from  U.S.  and  foreign 
institutions. 

Nance  was  no  real  estate  man.  As  a 
former  corporate  manager,  however, 
he  did  know  how  to  run  operations 
and  delegate  authority:  "I  handpick 
every  key  person  in  the  company,"  he 
says.  "I  give  them  plenty  of  authority, 
but  I  hold  them  strictly  accountable." 


Right  Formula:  The  REITs  badly  lacked  experienced  managers  and  real  estate 
knowhow.  First  Union  had  both  in  James  Nance  (left)  and  Tom  Hartigan. 


The  first  person  that  he  needed  to 
handpick  on  arriving  at  First  Union 
was  a  top-notch  real  estate  portfolio 
man.  Fortunately,  his  banking  con- 
tacts put  him  in  touch  with  Thomas 
J.  Hartigan,  who  after  12  years  with 
New  York  Life  Insurance  was  a  vice 
president  supervising  real  estate  equi- 
ty investments  for  that  company  across 
the  country.  Nance  chose  Hartigan 
over  others  because  (says  Nance)  "he 
impressed  me  as  being  creative  with- 
out being  overeager  to  take  big  risks. 
He  had  my  philosophy  on  leverage- 
very  conservative." 

The  shared  conservatism  of  Nance 
and  Hartigan  has  stood  First  Union  in 
good  stead.  When  other  REITs  were 
sporting  debt-to-equity  ratios  of  2-to- 
1,  3-to-l,  even  5-to-l,  First  Union 
was  content  with  a  sedate  1.7-to-l.  In 
the  early  1970s,  recalls  James  Nance, 
"We  were  damned  unpopular  with 
the  investment  bankers.  We  were  at 
the  bottom  of  the  totem  pole  with 
them.  We  weren't  the  highflyers  and 
we  weren't  leveraged  sky-high.  We 
weren't  making  the  big  returns  on  the 
14%  loans.  I'm  sure  that  Tom  Harti- 
gan and  I  never  had  any  question  that 
it  would  all  be  short-lived." 

One  of  the  ways  First  Union  dif- 
fered from  most  of  the  other  REITs 
was  that  Nance  had  got  rid  of  First 
Union's  outside  adviser  and  developed 
its  own  internal  management  struc- 
ture. That,  Nance  says,  "was  a  sideline 
with  underwriters.  As  a  matter  of  fact, 
in  our  particular  case  the  investment 
banking  firm  that  had  originally 
brought  out  our  stock  was  the  adviser. 
It  was  a  sideline  with  most  of  the 
principals." 

That  kind  of  approach,  suggests 
Nance,  made  millionaires  out  of  some 
of  them,  but  that  wasn't  his  idea  of 
how  a  REIT  should  be  advised.  What 
many  advisers  did  was  to  keep  acquir- 
ing properties  so  they  could  build  up 
their  management  fees  based  on  as- 
sets. That  seemed  to  Nance  likely  to 
lead  to  conflicts  of  interest.  Nance  and 
Hartigan  also  caused  First  Union  to 
set  up  a  separate  corporation  indirect- 
ly owned  by  First  Union's  stockhold- 
ers to  manage  its  properties,  rather 
than  passing  on  the  management  as 
a  kind  of  plum. 

Another  basic  choice  by  First  Union 
was  remaining  an  equity  REIT,  own- 
ing and  managing  its  own  properties, 
rather  than  going  into  the  tempting 
business  of  construction  lending,  in 
which  a  REIT  would  borrow  money 
to  finance  the  completion  of  buildings 
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Proven  insulation  manufacturing  equipment  offers: 


Turnkey  access  to 
booming  insulation  market. 


under  construction.  "We  are  in  the 
business  of  managing  income-produc- 
ing properties,"  Nance  says  firmly. 
"We  are  not  in  the  construction  lend- 
ing business.  That's  for  banks." 

In  the  end,  soaring  borrowing  costs 
reduced  or  eliminated  other  REITs' 
spread  at  the  same  time  that  they 
were  playing  havoc  with  uncomplet- 
ed projects  and  thereby  threatening 
the  security  of  the  REITs'  construc- 
tion loans.  Nance  was  proved  right. 

"It  was  inevitable, '  says  Nance. 
"The  REITs  could  earn  a  three-to- 
four -point  spread  so  long  as  the  banks 
were  out  of  the  construction  lending 
market.  But  I  knew  from  my  experi- 
ence that  the  banks  would  eventually 
i  return  to  construction  lending  at  low- 
er rates  than  the  REITs  were  charg- 
ing, and  that  would  wipe  out  most  of 
the  spread.  Who  wanted  to  get  into 
that  kind  of  situation?" 

Eschewing  lending,  Nance  and 
Hartigan  systematically  set  about  ac- 
quiring solid  income-producing  prop- 
erties like  the  Oliver  Plaza  Building 
in  Pittsburgh,  the  Shreveport  Shop- 
ping Center  in  Louisiana  and  the 
Union  Commerce  Garage,  a  multi- 
storied  1,200-space  garage  serving 
First  Union's  original  property,  the 
Union  Commerce  Building  in  Cleve- 
land. And  there  was  every  incentive 
to    upgrade    the    properties.  Says 


". . .  'We  were  at  the  bottom 
of  the  totem  pole  with 
investment  bankers.  We 
weren't  the  highflyers' . . ." 


Hartigan,  "I've  got  my  whole  net 
worth  tied  up  in  First  Union.  If  it's 
successful,  I'm  successful." 

Earlier  than  most  real  estate  inves- 
tors, Hartigan  caught  on  to  the  in- 
flation-era advantages  of  office  build- 
ings and  shopping  centers:  "Both 
these  lands  of  properties  tend  to  be 
inflation  hedges.  You  can  pass  on  ris- 
ing costs  to  your  tenants,  and  in  the 
lease  of  shopping  centers,  you  receive 
a  percentage  of  their  gross  sales." 

A  well-known  lecturer  and  teacher 
km  real  estate  investing,  Hartigan  en- 
jjoys  explaining  why  even  a  glut  of 
new  office  buildings  under  construc- 
Ition  need  not  threaten  the  profitability 
lof  existing  structures.  The  much  high- 
er cost  of  the  new  structures,  he 
Jpoints  out,  means  that  "in  many  cases 
rental  rates  on  existing  properties  can 
I  be  increased  and  still  remain  attrac- 
Itive  vis-a-vis  new  properties.  In  the 
Jface  of  soaring  construction  costs, 
inew  construction  slows  down  because 
pt  becomes   economicallv  unfeasible. 
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Only  two  groups  of  people  benefit  from  the 
rising  cost  of  energy.  Those  who  supply  it  and 
those  who  save  it. 

We  can't  sell  you  an  oil  sheikdom  but  we  have 
the  next  best  thing:  a  complete  turnkey  insula- 
tion manufacturing  plant. 
Home  insulation  is  the  key  to  the  govern- 
ment's energy  plan. 

Insulation  is  the  great  energy  saver.  The  U.S. 
Government  estimates  that  proper  insulation  in 
homes  and  apartments  alone  could  save  this 
country  over  $3  billion  every  year  in  oil  import- 
ing costs.  And  the  Carter  administration  intends 
to  do  something  about  it.  With  an  energy  pro- 
gram replete  with  incentives  as  well  as  penalties 
to  encourage  the  use  of  insulation. 
New  demand  will  add  $8  billion  in  sales. 

The  millions  of  Americans  who  have  already 
seen  the  writing  on  their  utility  bills  have 
created  a  demand  the  insulation  industry  is  hard 
pressed  to  meet.  The  Carter  program  will  add  an 
estimated  $8  billion  in  sales.  Who  will  provide 
the  already-in-short-supply  insulation?  You,  we 
hope  Because  more  and  more  manufacturers 


are  needed  And  the  need  is  now 

A  low  cost  plant  that  gives  you  turnkey 

access  to  this  growing  marketplace. 

Our  Quad  7  Cellulose  Insulation  Manufactur- 
ing Plant  will  put  you  in  business  the  day  it  is 
delivered.  Its  product  is  a  high  quality,  low  cost 
insulation  made  by  recycling  the  wood  pulp  in 
waste  newsprint  in  combination  with  fire  retar- 
dant  chemicals.  Through  one  of  our  affiliated 
companies  we  can  assure  you  of  a  continuing 
supply  of  chemicals. 

In  a  single  year  the  plant  is  capable  of  produc- 
ing a  gross  profit  three  times  greater  than  its 
$75,000  purchase  price. 

For  more  information  contact  Mr.  James  Howe 
at  (303;  623-2711.  Or  write: 

"Modem  Energy  Corporation"! 

I  1270  First  of  Denver  Plaza  •  Denver  80202 

I  II 
I   Name   1 

I  Address    | 

.   City,  State  Zip  Phone  i 


Quad  7  Cellulose  Insulation  Manufacturing  Plant 


Energy  conservation  is 
good  business. 
The  Government 
has  the  policy, 
you  have  the 
profits 


Tennessee  has 
more  dammed  lakes 
than  Minnesota. 


Lakes  that  supply  not  only  great 
fishing  and  skiing,  but  thanks  to  the  TVA 
dams,  help  supply  low  cost  energy  and 
hundreds  of  miles  of  navigable 
waterways.  Which  proves  that 
a  dammed  site  is  better! 

Tennessee. 

More  power  to  you. 


for  more  information  Call  (toll  free)  1  800-251  8594  or  write  Fred  Harris,  1005  Andrew  Jack'son  Bid?  Nashville  TN  37219 


THERE  IS  A  WORD 

for  a  company  that 

PRVS  DMDEADS 
FOR  44  CORSECUTIVE 

YEARS. 


W.  R.  Grace  &  Co.  has  recently  again 
increased  its  quarterly  dividend,  by  5.9%, 
to  the  annual  rate  of  $1.80.  In  fact,  Grace 
has  paid  a  dividend  every  year  since  1933. 
During  those  44  years  of  recognizing  the 
needs  of  its  stockholders,  the  dividend  has 
increased  20  times,  and  in  the  last  15  years 
has  grown  140%. 

These  figures  demonstrate  the  stamina  of 
the  company  and  its  earning  power.  During 
the  depression  of  the  thirties,  while  many 
companies  were  struggling  to  stay  alive, 
Grace  was  paying  dividends.  During  World 
War  II,  when  labor  and  materials  were  scarce 
and  profits  hard  to  come  by,  Grace  con- 
tinued to  pay  dividends. 

In  the  past  25  years,  Grace  has  sold  its 
steamship  business,  moved  its  entire  base 
of  income  and  earnings  from  one  continent 
to  another,  and  restructured  its  business 
mix  to  ensure  balanced  growth —never 
missing  a  dividend  in  the  process. 

Now,  Grace  is  one  of  the  nation's  leading 


chemical  companies.  A  growing  factor  in 
domestic  natural  resources-,  oil,  gas  and 
coal.  And  a  tough  competitor  in  certain 
select  areas  of  the  consumer  marketplace. 

dependable.  That's  one  of  the  words 
upon  which  the  company  was  founded  122   1 20 
years  ago.  Today,  it's  still  a  key  operational 
word  of  this  3V2  billion  dollar  balanced 
enterprise.  so 

If  you  would  like  to  know  more  about  us 
and  how  our  dividends  grow,  write  for  our 
Annual  Report  and  our  booklet,  "A  Manage-  40 
ment  Perspective!'  W.  R.  Grace  &  Co.,  ■ 
Grace  Plaza,  1114  Avenue  of  the  Americas, 
New  York,  N.Y.  10036,  Dept.  F-ll. 

Yrs 

W  R.  Grace  &  Co. 

GRADE 

Chemicals  •  Natural  Resources  •  Consumer  Products 


plat  makes  good  existing  buildings 
ven  more  in  demand.  Our  office 
wildings  are  about  95%  leased." 

It  was  First  Union's  success  with 
s  present  management  portfolio  that 
nade   the    investing   institutions  at 
past  willing  to  listen  to  the  compa- 
ly's  complex  new  $35-million  borrow - 
ig,  designed  to  provide  both  refi- 
lancing  and  new  money.  The  hig- 
hest chunk  involved  $25  million  of 
hort-term  debt  that  was  refinanced 
Into  longer-term   mortage  financing. 
The  collateral  was  second  mortgages 
E  a  number  of  properties  whose  first 
iaortgages  had  been  significantly  re- 
duced with  the  passing  of  time.  This 
I  voided  disturbing  the  existing  first 
'iiortgages  on  the  properties,  at  rates 
'f ten  as  low  as  a  4%%.   (The  rates 
ange  from  8%%  to  9%  on  the  new 
econd  mortgages. ) 

On  top  of  this  refinancing,  First 
Jnion  floated  $10  million  worth  of 
>artieipating    convertible  preferred, 


'. . .  'He  impressed  me  as 
)eing  creative  without 
)eing  overeager  to 
ake  big  risks' . . ." 


vith  a  base  dividend  of  8/4%.  The  issue 
novides  that  the  rate  will  go  up  to 
i  minimum  of  9%  by  1980,  but  if 
ash  flow  increases  significantly,  the 
late  could  go  higher.  The  issue  is  also 
•onvertible  into  First  Union  common 
:t  $13.25,  about  a  10%  premium  over 
he  recent  price  of  $12. 

First  Union's  target  markets  for  the 
Ssue  were  pension  funds  and  foreign 
nvestors.  "We  had  to  compete  with 
■ommingled  funds  that  invest  in  real 
(state  properties  earning  yields  of 
m%  or  so  and  more,"  says  Hartigan. 
The  drawbacks  they  have  are  lack  of 
iquidity,  lack  of  leverage  and  the  fact 
hat  you  can't  participate  in  the 
bowfh  in  equity  in  the  properties. 
)ur  issue  was  packaged  to  take  ad- 
antage  of  those  drawbacks.  We're 
Btving  liquidity  through  a  public  is- 
ue;  we  have  some  leverage;  and  the 
nvestor  can  convert  into  the  common." 
.  With  the  completion  of  the  entire 
chancing,  which  took  some  five 
nonths,  First  Union  is  now  in  a  posi- 
ion  to  expand  its  real  estate  portfolio 
•y  as  much  as  $75  million  to  $100 
trillion.  Since  real  estate  is  still  in  a 
tuyers'  market,  that  money  ought  to 
my  excellent  properties. 

Janu  s  Nance  protests  that  he's  no 
eal  estate  expert— "just  a  professional 
nanager  trying  to  do  a  good  job." 
/lost  REITs  could  have  used  that 
ind  of  hardheaded  management.  ■ 


the  Art  of  Industry 

Corporate  art  collections  are  a  specialty  of 
Berry-Hill  Galleries,  which  maintain  a  large 
inventory  of  American  and  European  works  of  art 
pertinent  to  commerce  and  industry. 
For  further  information  on  the  art  of  your  industry, 
contact  Frederick  D.  Hill  at 

Berry-Hill  Galleries,  Inc. 

743  Fifth  Avenue  at  57th  St.,  New  York,  10022  •  (212)  753-8130 


Mid-19th  Century  View  of  Shanghai  with  an  American  side-wheeler  and  international  shipping 


In  Tennessee, 
when  you  leave  home 
with  a  cup  of  coffee, 
it's  still  hot  when  you 

get  to  work. 


The  average  employee  in 
Tennessee  spends  1 5  minutes  to  get 
to  work.  Some  more.  Some  less. 
But  either  way,  home  isn't 
far  from  where 
the  heart  is. 


Tennessee 

\bu're  closer  to  home. 


For  more  information  Call  (toll  free)  1  800  251  8594  or  write  Fred  Harris  1005  Andrew  Jackson  Bldg  .  Nashville  IN  37219 
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W  l 

.  Australia 


BUSINESS  V 
OPPORTUNITIES 

For  trade  introductions  in  Australia, 
ask  Australia's  largest,  most  experienced 
free  enterprise  bank . . .  over  1300  offices 
throughout  Australia,  New  Zealand  and 
other  islands  of  the  Pacific 

Contact:  Lindsay  C.  Hamilton, 
Bank  of  New  South  Wales,  Suite  1630, 
270  Park  Avenue,  New  York.  NY,  10017 
Telephone:  (212)  986-2248/9 
or  William  A.  Havercroft, 
Sank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qantas  Building, 
360  Post  Street,  San  Francisco,  California, 
94108.  Telephone:  (415)433-1330 

Bank  of 
New  South  Wales 

The  bank  that  knows  Australia  best 
Head  Office:  60  Martin  Place,  Sydney,  N.SW, 
Australia,  2000 

I753411C1US  Z519 


The  economic  virtues  of  quality 
log  construction  are  standard 
in  every  Ward  log  home. 


Plan  on  low  maintenance.  Our  north- 
ern white  cedar  logs  are  pre-cut,  preser- 
vative treated,  and  self-insulating.  Some 
inside  information:  we  have  dozens  of 
floor  plans  for  your  home,  your  business 
or  your  vacation  dream.  We  custom  de- 
sign for  innovators,  too.  A  word  about 
roof  construction:  cathedral  with  hori- 
zontal purlin  supports. 

Distribution:     by  truck  or  rail. 

Anywhere.    Know-how:    over  50 

years.  We  know  how.  Ward:  the 

quality  log  home. 


WARD  CABIN  CO.  BOX  72F5, 
HOULTON,  MAINE  04730 

O  Please  send  your  Free  Folder 
□  $3.00  enclosed  Send  complete 
brochure  of  plans  F5 


Name  

Address  . 

City   

Zip   


  State 

.Telephone 
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The  Bonds  Off  Texas 

There's  a  good  deal  more  than  oil  and 
fiscal  conservatism  behind  Texas  municipal 
bonds.  There's  also  ample  disclosure. 


There  is  a  general  agreement  among 
bond  men  that  municipal  issues  from 
the  3,000  state  and  local  agencies  of 
Texas  enjoy  a  premium  in  the  mar- 
ketplace. There  are  many  reasons  why 
this  is  so,  among  them  the  simple  fact 
that  Texas  is  rich  and  the  far-from- 
simple  fact  that  Texas  is  also  fiscally 
conservative. 

But  partial  credit  for  the  Texas 
premium  also  goes  to  the  standards 
of  disclosure  met  by  municipal  issuers 
in  that  state.  The  Municipal  Advisory 
Council  of  Texas  is  a  private  group 
sponsored  and  paid  for  by  dealers  in 
Texas  municipals  both  inside  and 
outside  the  state.  It  has  been  com- 
piling and  providing  up-to-date  sta- 
tistical data  on  all  Texas  bond  issuers 
since  1955,  a  body  of  information  on 
municipal  issuers  that  is  virtually 
unique  among  the  50  states.  And  now, 
in  the  long  wake  left  by  New  York's 
notorious  financial  troubles,  such  a 
body  of  information  looks  more  val- 
uable than  ever. 

Disclosure  by  issuers  of  the  $57 
billion  in  municipal  bonds  marketed 
in  the  U.S.  each  year  is  neither  regu- 
lated nor  standardized.  Michigan, 
Ohio,  California  and  North  Carolina 
provide  lists  to  the  financial  markets 
of  the  debt  and  assessed  valuations 
of  their  bond  issuing  agencies.  Aside 
from  those  states,  the  amount  and 
quality  of  disclosure  is  an  ad  hoc- 
affair  depending  on  what  the  issuer 
provides  and  what  the  underwriter  de- 
mands on  any  given  issue.  Under- 
writers—and bank  examiners— are  now 
asking  for  greatly  increased  documen- 
tation. The  disclosure  situation  is  im- 
proving, but  Texas  remains  ahead  of 
the  nation. 

Among  other  things,  the  Texas 
MAC  routinely  lists  all  the  debt,  tax 
data,  tax-rate  limitations,  schedule  of 
debt  service  requirements,  authorized 
but  unissued  debt,  principal  taxpay- 
ers and  economic  facts  of  the  com- 
munity or  school  district.  It  keeps 
these  matters  updated  in  a  special  re- 
port on  each  issuer  published  at  least 
every  two  years.  Providing  all  this, 
and  publishing  a  weekly  Texas  Bond 


Reporter  that  tells  of  new  Texas 
sues,  costs  the  MAC  an  annual  bu 
get  of  $391,000.  The  budget  is  pi 
vided  by  the  dealers  and  underwrite 
of  Texas  municipals. 

Why?  Because  it's  good  busine: 
The  premium  for  Texas  issues,  sa 
the  MAC,  is  15  to  20  basis  poin 
Bond  men  tend  to  agree  but  not  sol 
ly  because  of  disclosure.  It  is  also  tn 
that  Texas  issues  are  supported  by 
good  home  market  of  wealthy  hig 
bracket  individuals. 

By  law,  Texas  communities  cann 
spend  this  year  in  anticipation  of  rei 
enues  next  year— the  mistake  abo^ 
all  that  got  New  York  in  trouble.  Tl 
state  government  of  Texas  has  a  $| 


". . .  The  only  time  the 
city  of  Houston  defaulted 
on  its  debt  was  in  1875, 
under  carpetbagger  rule  . .  .1 


billion  budget  surplus;  but  even  if 
didn't,  the  state  could  not  raise  deli 
without  first  passing  a  constitutions 
amendment  for  each  bond  issue.  Is 
any  wonder  that  Texas  communitie 
aren't  afraid  of  disclosure?  Or  tha 
New  York  City  and  some  other  con) 
munities  were  so  remiss  in  providing 
it  to  potential  securities  buyers? 

It  may  sound  antediluvian,  bul 
Danny  Burger,  executive  director  o| 
the  MAC,  is  serious  when  he  says| 
"You  see,  we  were  a  defeated  natiorr 
A  hundred  years  ago  we  were  undei 
carpetbagger  rule,  and  these  fiscallj 
conservative  laws  resulted  from  drivj 
ing  the  carpetbaggers  out."  The  onlj 
time  the  city  of  Houston  defaulted  01 
its  debt  was  in  1875,  under  carpetl 
bagger  rule. 

So,  it's  not  only  that  Texas  is  rid 
say  the  Texans,  but  that  it's  sound.  Al 
W.E.  (Buck)  Tinsley,  the  foundeJ 
of  the  MAC  who  is  now  retired,  putj 
it,  "Hell,  our  poorest  little  backwoodi 
school  district  will  outsell  the  Start 
of  New  Jersey  any  day  of  the  week."  1 
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WHY  PEOPLE  WHO  OWN  A  BMW 
KJOY  DRIVING  MORE  THAN  YOU  DO 


As  diverse  as  BMW  owners 
—a  sweeping  assortment  of 
;iness  executives,  professional 
)ple,  movie  stars  and  royalty- 
ire  is  one  thing  they  all  seem  to 
m  in  common:  an  unabashed 
husiasm  for  their  BMW. 

An  enthusiasm  that  seems 
ncrease  as  the  years  and  miles 
by. 

What  causes  this  exceedingly 

2  relationship  between  man  and 
ichine?  Quite  frankly,  the  caliber 
he  machine. 

The  BMW  530i  is  a  luxury  se- 
i  designed  by  racing  engineers. 

3  very  same  engineers  respon- 
e  for  the  prodigious  reputation 
IW  has  enjoyed  over  the  past 


decade  on  the  great  race  circuits 
of  the  world. 

German  engineers  who,  in 
the  words  of  the  editor  of  Car  and 
Driver  magazine,  believe  that 
"...driving,  like  life,  is  a  two-hands 
affair  that  should  be  grasped  firmly, 
taken  seriously  and  done  well." 

Under  the  hood  of  the  BMW 
530i  is  a  three-liter,  fuel-injected 
masterwork  of  engineering  Road  & 
Track  magazine  calls  ". .  .the  most 
refined  in-line  six  in  the  world." 

The  suspension  is  fully  indepen- 
dent on  all  four  wheels.  Resulting  in 
a  degree  of  control  and  comfort  so 
unique  it  will  spoil  you  for  the  solid 
rear  axle  systems  found  on  most 


imported  and  all  domestic  sedans. 

All  told,  it  is  a  car  so  singularly 
enjoyable  to  drive  that,  in  Germany, 
a  land  of  iegendary  driving  machines- 
as  in  the  rest  of  Europe-BMW  sells 
more  high-performance  luxury  cars 
than  any  other  manufacturer. 

If  you  agree  that  extraordinary 
performance  is  the  only  thing  that 
makes  an  expensive  car  worth  the 
money,  we  suggest  you 
call  a  BMW  dealer  and 
arrange  a  thorough 
test  drive. 

THE  ULTIMATE  DRIVING  MACHINE. 

Bavarian  Motor  Works,  Munich,  Germany. 


W 


.As  a  leading  lender  to  the  $70  billion  recreation  industry,  Manufacturers 
ilanover  enables  millions  of  Americans  to  live  more  fully— from  camping 
ii  Yellowstone  to  climbing  in  New  England.  Consider  the  source. 

I  MANUFACTURERS  HANOVER 

The  financial  sourccWorldwide. 


As  long  as  Firestone 
/keeps  thinking  about  people, 
people  will  keep  thinking  about 


Even  when  your  car  stays  home,  it  doesn't  mean  you  leave  Firestone 
there.  On  Amtrak's  newest  high-speed  rail  cars,  Firestone  Marsh 
Mellow®  rubber  springs  are  helping  to  reduce  sway  and  to  smooth 
out  the  ride.  At  airports,  computer-controlled  passenger  shuttles 
roll  along  smoothly  on  puncture-proof,  urethane-filled,  Firestone 
tires.  In  San  Francisco,  our  Air  Ride®  springs  maintain  a  nice  soft 
ride  on  BART.  You'll  also  find  Firestone  vinyl  upholstery  and  foam 
seat  cushioning  inside  many  of  the  newest  buses;  and  outside,  our 
new  energy  absorbing  HELP®  bumpers.  So  whether  you  travel  in 
little  cars  or  great  big  ones,  you're  rolling  on  Firestone. 

For  a  copy  of  our  annual  report,  write  to  Firestone.  Dept.  DP,  1200  Firestone  Parkway,  Akron,  Ohio  44317. 


Ira  Roger's 
Friendly  Rathole 

.  .  .  from  which  this  smart  builder 
gets  cash  rather  than  pouring  it  in. 


"Suburban  office  buildings  in  an  at- 
mosphere of  trees  and  grass  are  ac- 
ceptable and  happy  places  in  which 
to  work!"  exclaims  the  1976  annual 
report  of  Jacksonville,  Fla.'s  Koger 
Properties,  Inc.  "Here,  the  brown 
bag  comes  out  at  lunch!  Here,  the 
young  mother  is  only  ten  minutes  from 
her  apartment  and  baby-sitter,  but 
happy  to  be  doing  her  thing  to  help 
get  the  family  finances  off  the  ground. 
Suburban  office  buildings  reduce  em- 
ployee turnover!" 

In  case  you  couldn't  guess,  Koger 
Properties  builds  suburban  office- 
building  centers.  In  fact,  it's  the  only 
company  in  the  U.S.  totally  specializ- 
ing in  this  niche  of  the  real  estate  mar- 
ket. It  owns  16  centers  in  16  Sun  Belt 
cities,  operating  a  17th;  they  include 
almost  200  buildings,  which  had  a 
gross  value  in  fiscal  1976  (ended  Mar. 
31)  of  $152  million— and  they're  per- 
forming very  nicely.  Their  average  oc- 
cupancy rate  is  90%,  with  the  least 
prosperous  center— in  overbuilt  Orlan- 
do, Fla.— "only"  about  80%  leased.  In 
1976  Koger's  rents  from  these  cen- 
ters amounted  to  $19.8  million;  its 
net  cash  flow— earnings  before  depre- 
ciation and  amortization— was  $5.7 
million  ($1.30  per  share),  a  tidy  29% 
of  rents. 

As  for  the  exuberance  of  Koger's 
annual  report,  you  can  chalk  that  up 
to  the  character  of  Ira  M.  Koger, 
64,  the  bearded,  stocky,  lively  chair- 
man of  the  company.  An  art  and  sym- 


phony buff,  Koger  was  one  of  the  first 
builders  of  suburban  office  parks  back 
in  the  1950s. 

In  1957  Koger  had  a  city-planning 
expert  from  Yale  down  to  look  at  his 
first  park  in  suburban  Jacksonville. 
"He  said,  'Ira,  that  will  never  work,'  " 
Koger  recalls  with  great  relish.  "He 
said,  'It  will  only  work  until  they  cure 
the  parking  problems  in  downtown 
Jacksonville.'  I  figured  that  would  take 
a  millennium,  so  we  could  just  go 
right  ahead." 

Once  Koger  got  going,  he  began 
standardizing  building  designs  to  cut 
costs.  Today,  Koger  Properties  uses 
21  building  prototypes,  all  four  stories 


Ira  Koger:  His  new  limited  partner 
ship  is  raising  tax  free  the  cash  he 
needs  for  real  estate  expansion. 


Sales  Help:  Because  they  were  often 
rented  out  to  branch  sales  offices  of 
national  companies,  Koger  Properties' 
buildings  stayed  profitable  during 
the  recent  recession  since  sales 
expense  is  the  last  to  be  cut. 
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"The  facts  proved 
Indiana  was  the 
place  for  us" 


"Only  one  state  offered  most  of 
the  features  we  wanted.  Indiana. 

"Indiana's  rail,  truck,  and  air 
lines  can  get  our  products  to 
market  quickly.  It's  the  only 
state  that's  completed  its 
interstate  highway  system.  And 
its  Lake  Michigan  and  Ohio 
River  cargo  ports  can  give  us 
fast  access  to  the  Atlantic  Ocean 
and  the  Gulf. 

"What's  more,  Indiana  is  one 
of  the  few  states  that  doesn't 
have  any  bonded  debt.  And  I 
like  the  fact  that  they  don't 
force  us  to  subsidize  tax  breaks 
for  the  newer  incoming 
industries.  Indiana's  tax  structure 
is  designed  to  assure  initial  and 
long  term  growth  of  a  business. 

"Indiana  is  the  only  state  that 
puts  full  responsibility  for 
commerce  and  industry  into  the 
hands  of  its  second  highest 
elected  official— its  Lieutenant 
Governor.  And  his  new  business 
'task-force'  really  helped  us 
find  the  right  spot. 

"When  the  facts  were  in, 
Indiana  proved  to  be  the  place 
for  us." 

To  find  out  if  Indiana  is  the 
place  for  you,  call  or  write : 

Arthur  D.  Hopkins,  Director 
Industrial  Development  Division 
Indiana  Department  of  Commerce 
336  State  House,  Dept.  FM 
Indianapolis,  Indiana  46204 
(317)  633-5300/TWX  810-341-3376 
Cable  INCOM 

NlDi&nit 

Indiana  Department  of  Commerce 
Lt.  Gov.  Robert  D.  Orr,  Director 


or  less,  with  details  planned  right 
down  to  the  color  of  the  floor  tile.  If 
the  buildings  aren't  breathtaking  mon- 
uments, they  are  attractive  and  pleas- 
ant, and  don't  often  leak.  "It  doesn't 
bother  our  tenants  that  our  building 
in  Tampa  is  the  same  as  one  iq  San 
Antonio  or  in  Richmond,"  says  Koger 
with  a  twinkle  in  his  eye.  "It  hasn't 
bothered  the  banks,  or  the  insurance 
company  lenders.  So  I  suppose  that 
it's  all  right  if  it  ljothers  Progressive 
Architecture." 

Koger's  formula  of  low-rise  struc- 
ture, ample  parking  space  and  subur- 
ban location  is  designed  to  serve 
sales,  clerical  and  other  branch  of- 
fices of  national  and  regional  firms. 
The  fact  that  sales  branches  constitute 
much  of  Koger's  tenancy  helped  keep 
the  company  out  of  hot  water  during 
the  1974-75  recession,  since  sales  staffs 
were  generally  the  last  to  be  cut  back. 


$10.3  million,  leaving  a  balance  of 
$7.7  million.  That  $7.7  million  repre- 
sented a  spectacular  return  on  Koger 
Properties'  $1 -million  equity  invest- 
ment in  the  center,  which  it  had 
owned  for  about  eight  years.  The 
partnership  was  being  well  served, 
too;  because  it  bought  the  interest 
in  the  Norfolk  center  in  a  taxable 
transaction,  it  was  entitled  to  depre- 
ciate the  buildings  on  their  renewed- 
asset  basis  of  $18  million;  so  distribu- 
tions to  partners  from  the  cash  flow 
will  be  tax  free. 

But  Koger  Properties  itself  will  pay 
no  tax  on  the  big  profit  it  earned  on 
the  sale  to  the  partnership.  Reason: 
It  has  tax  credits  available  from  in- 
terest expense  and  depreciation  on 
new  construction  it  is  currently  under- 
taking. The  happy  result  is  that  Koger 
Properties  will  get  the  cash  it  needs 
from  the  sale— and  get  it  tax  free. 


. .  'We  give  this  friendly  mouse  the  cheese,  and  he 
hands  us  the  money,  and  he  goes  back  in  the  rathole. 
But  he's  always  there,  and  he's  our  mouse' . . ." 


As  a  realty  stock,  Koger  hasn't  been 
spared  the  bear  market  that  afflicts 
all  such.  Issued  in  1969  and  haded 
over  the  counter,  Koger  stock  took  a 
sickening  dive  from  33%  in  1972  to 
4/2  in  1974.  The  shares  have  since  re- 
covered to  11/4— better  than  before, 
but  still  less  than  half  of  the  break-up 
value  of  the  company,  according  to 
analysts'  estimates. 

This  put  Ira  Koger  in  a  bit  of  a 
spot:  He  wants  to  expand  his  existing 
centers  and  build  new  ones  in  promis- 
ing new  markets  like  Little  Rock, 
Memphis,  Louisville,  Columbia,  S.C. 
and  others.  But  Koger  also  wants 
equity  financing  to  expand;  he  has  al- 
ways been  chary  of  excessive  debt. 

It  so  happens  that  Koger  Proper- 
ties has  just  about  the  same  number 
of  square  feet  as  it  does  shares  out- 
standing—4.4  million.  "We  can  sell 
square  feet  for  $25,  and  we  can  sell 
shares  for  around  $10,"  Koger  says. 
Since  that  ruled  out  equity  financing, 
Koger  should  sell  property.  But  sell 
to  whom? 

The  answer  appeared  last  March 
when  Koger  established  the  Koger 
Partnership,  Ltd.,  of  which  6,800  lim- 
ited partnership  units  were  marketed 
to  the  public  for  $6.8  million.  Koger 
Properties  is  itself  the  general  part- 
ner. The  partnership  bought  an  80% 
interest  in  Koger  Properties'  well-es- 
tablished Norfolk  office  center  for  fair 
market  value  of  $18  million. 

Here's  how  the  deal  worked:  Of 
the  $18-million  purchase  price,  mort- 
gage balances  against  the  center  were 


Koger  Properties  plans  to  repeat 
this  sort  of  operation  once  a  year,  sell- 
ing about  250,000  square  feet  of  ma- 
ture office  space  to  the  partnership 
at  fair  market  value.  Koger  Proper- 
ties will  invest  the  proceeds  in  new 
buildings  or  new  centers— roughly 
500,000  square  feet  per  year,  if  all 
goes  well— and  will  charge  interest  and 
depreciation  on  the  new  construction 
against  its  profit  from  the  sale. 

It's  hard  for  Koger  to  conceal  his 
delight  at  the  flexibility  this  ar- 
rangement provides.  "We've  got  a 
built-in  rathole,"  he  grins,  "through 
which  the  friendly  mouse  [the  part- 
nership] comes  in.  We  give  him  the 
cheese,  and  he  hands  us  money,  and 
he  goes  back  in  the  rathole.  But  he's 
always  there,  and  he's  our  mouse!" 

As  part  of  a  long-range  plan  to 
make  its  stock  more  attractive  to  in- 
vestors, Koger  recently  raised  its  quar- 
terly dividend  from  4  cents  to  10 
cents— all  of  it  tax  free,  because  it  rep- 
resents return  of  capital.  The  ultimate 
goal  is  to  pay  a  $1  dividend,  in  ef- 
fect paying  out  to  stockholders  the 
bulk  of  net  cash  flow  from  operations 
(about  $1  a  share  after  mortgage 
amortization  in  1976),  and  using  the 
cash  raised  from  future  sales  to  the 
partnership  for  equity  financing  of 
new  office  centers.  Some  analysts  pre- 
dict that  Koger  Properties  will  attain 
that  $1  dividend  goal  by  1979  or 
1980.  Real  estate,  by  and  large,  is 
still  a  disaster  area,  but  you  would 
never  know  it  from  taking  a  look  at 
Koger  Properties.  ■ 
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Olin  Corporation,  Stamford,  Conn  06904 


Are  we  running 
out  of  water  r 


"Surprisingly  enough,  the  total  quan- 
tity of  water  will  never  decrease.  It  will 
always  rain.  Somewhere.  Eventually. 
The  real  problem  is  its  distribution  and 
purity. 

At  Olin  we  know  how  to  get  the 
most  from  the  water  that  is  available. 
We  provide  expertise  in  all  areas— from 
drinking  water  to  waste  water  to  re- 
cycled water. 


Olin  Chemicals  help  make  water 
safe  to  drink  for  cities  all  across  Amer- 
ica. Olin  Water  Services  are  used  by 
food  canners,  paper  manufacturers, 
petroleum  and  chemical  companies  to 
maintain  optimum  performance  in  boil- 
ers, cooling  systems,  and  process  waters. 
We  have,  on  occasion,  even  lent  our 
expertise  to  a  brewery  or  two. 

Olin  is  the  sole  U.S.  producer  of 
sodium  chlorite,  used  in  the  manufac- 


ture of  chlorine  dioxide,  a  superior 
disinfectant  for  many  drinking  and  in- 
dustrial waters.  HTH^  is  the  largest 
selling  dry  chlorine  compound  for 
water  treatment.  As  water  begins  to  be 
treated  like  a  precious  resource,  Olin's 
resourcefulness  in  water  treatment  will 
be  more  valued  than  ever." 


says 


lin 


Home-Baked  Bread,  Anyone? 
TV  Sets?  Blue  Jeans? 


Albertson's  started  as  a  grocery  store,  but  has  come  as  close  to 

being  an  all-around  merchandiser  as  any  major  supermarket  operator. 


Seven  years  ago  Albertson's  super- 
market chain  and  Skaggs  Cos.,  a  drug 
chain,  got  together  to  see  if  by  pool- 
ing their  talents  they  could  fulfill  a 
retailing  dream  by  blending  drugs  and 
groceries.  Supermarkets  like  what 
druggists  sell;  those  products  carry 
higher  markups  than  food  does.  Drug 
chains  like  the  grocery  business  be- 
cause it  creates  heavy  traffic— bringing 
people  into  the  store  on  a  regular  ba- 
sis. But  no  grocer  had  been  really 
successful  expanding  into  drugs,  and 
drug  chains  found  grocery  selling  an 
equally  tricky  business. 

The  Boise,  Idaho  supermarketer 
and  the  Salt  Lake  City,  Utah  drug 
seller  succeeded  beyond  everyone's 
wildest  dreams.  They  built  58  Skaggs- 
Albertson's  combination  stores  which 
combine  a  supermarket  and  a  super- 
drugstore  under  one  roof,  utilizing 
a  single  checkout  system.  This  "one- 


stop"  shopping  approach  allows  cus- 
tomers to  load  up  on  the  week's 
groceries,  have  their  prescriptions 
filled,  shop  for  a  portable  TV,  camera, 
stereo,  or  citizens  band  radio  and  pay 
for  everything,  if  they  wish,  with  their 
bank  credit  cards.  Nonstyle  clothing 
like  jeans  and  T-shirts  is  sold,  but  not 
fashion  clothing  or  major  appliances. 

Last  year  this  hybrid  operation 
grossed  $624  million,  well  over  $10 
million  a  store  compared  with  the 
typical  supermarket's  $5  million  to  $6 
million.  With  sales  for  1977  projected 
at  some  $800  million,  it  became  ob- 
vious to  both  companies  last  year  that 
the  tail  was  threatening  to  wag  the 
dog.  (Skaggs'  revenues  for  1976,  not 
counting  50%  interest  in  the  partner- 
ship, were  only  $470  million. )  Albert- 
son's, with  1976  sales  of  $1.5  billion, 
saw  the  fast-growing  partnership  tak- 
ing an  increasing  share  of  its  new- 


Albertson's  Founder  Joe  Albertson:  The  spry  septuagenarian  stops  by  his 
original  Boise  store  daily  to  check  such  details  as  produce  freshness. 


store  dollars.  "It's  scary  when  a  major 
part  of  your  expansion  is  taking  place 
in  an  operation  in  which  you  only 
have  50%  interest,"  says  Bobert  Bo- 
linder,  Albertson's  chief  financial  and 
administrative  officer.  "Obviously  you 
find  yourself  at  the  mercy  of  the  oth- 
er party." 

Thus  in  January  of  this  year  the 
partners  agreed  to  an  amicable  di- 
vorce, splitting  everything  down  the 
middle  the  way  couples  do  when  they 
have  agreed  to  disagree,  and  went 
their  separate  ways.  Skaggs  got  29 
stores  in  East  Texas,  Oklahoma  and 
Arkansas,  and  Albertson's  got  29  in 
Florida,  Louisiana,  Alabama  and  West 
Texas.  Management  was  also  split  so 
that  former  Skaggs  people  still  head 
Albertson's  drug  departments,  and 
trained  grocery  people  will  stay  on 
at  Skaggs  to  head  its  supermarket 
departments. 

The  question  to  be  asked  is  the  one 
always  asked  under  such  circum- 
stances: How  will  they  do  without 
each  other? 

In  the  case  of  Albertson's,  the  an- 
swer almost  certainly  is:  very  well  in- 
deed. Founder  Joseph  Albertson  got 
his  start  with  Safeway  in  Kansas  dur- 
ing the  dust  bowl  Depression  days. 
He  went  into  business  for  himself 
with  a  supermarket  in  Boise  in  1939 
with  $5,000  of  savings  plus  money  in- 
vested by  L.S.  Skaggs  (the  father  of 
Skaggs  Cos.'  current  chairman).  To 
compete  with  the  six  Safeway  stores 
in  the  Boise  area,  Albertson  offered 
liis  customers  extras:  the  first  scratch 
(in-stdre)  bakery;  the  first  magazine 
rack;  automatic  doughnut  and  pop- 
corn machines;  and  ice  cream  made 
right  on  the  store  premises.  As  the 
new  kid  in  town,  Joe  Albertson  found 
himself  in  the  middle  of  a  five-month 
price  war— and  still  managed  to  make 
a  profit  that  first  year. 

Today,  with  261  supermarkets  in 
11  Western  states,  Albertson's  still  re- 
tains much  of  its  service-oriented  be- 
ginnings. Thirty  percent  of  its  stores 
are  open  24  hours  a  day,  seven  days  a 


144 


FORBES.  MAY  15.  1977 


Bank  Corporation, 

Our  expertise 
International . 
Our  commitment  i\ 
American. 


Our  reputation  as  expert  s 
in  international  finance  speaks 
for  itself.  But  there's  another 
side  of  Swiss  Bank  Corporation 
vou  should  know  about:  our 
commitment  to  business 
here  in  America. 

We've  been  serving  the 
commercial  banking  needs 
of  companies  in  the  U.S. 
for  nearly  four  decades. 
Through  these  years, 
our  commitment  has  grown 
to  include  more  than 
650  people  working  in  our 
branches  and  representative 
offices  across  the  country. 
The  American  business 
community  is  our  community. 
Our  banking  experts  have  made  it 
their  business  to  know  all  the  ways 
banking  can  help  you  toward 
your  corporate  goals. 

Whether  you're  interested  in  domestic  or 
international  loans,  corporate  finance,  money  market 
facilities,  foreign  exchange  or  good  old  American- 
style  financial  savvy,  the  Swiss  Bank  Corporation 
can  help  you  with  it  all. 

Swiss  Bank  Corporation.  Our  expertise  is 
international.  Our  commitment  is  American. 
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SWISS  BANK  CORPORATION 

Main  Office  U.S.A.:  New  York,  15  Nassau  St.,  10005,212/791-2777 
Branches:  Chicago,  150  S.  Wacker  St.,  60606,  312/346-0360  and 
San  Francisco,  120  Montgomery  St.,  94104. 415/434-2640. 
Representative  Offices:  Houston,  One  Allen  Center,  77002, 7 1 3/658-056 1 
and  Los  Angeles,  800  W.  Sixth  Street,  9001 7,  2 1 3/489-5900. 


Colorado  Springs 
will  change  your 
Monday  mornings. 


Imagine  a  Monday  morning  when  you  look  forward  to 
your  1 5-minure  drive  to  work.  You're  still  tingling  from  the 
new  powder  at  Vail.  Your  enthusiasm  is  shared  by  the  city 
around  you.  And  you  know  the  executive  offices  are 

already  alive  with  activity.  You  are  in  Colorado  Springs. 

Colorado  Springs  is  a  mid-size  city  of  300,000  nestled  at 
the  edge  of  the  Rocky  Mountains.  Our  healthy  climate  and 
diverse  lifestyles  produce  a  community  spirit  that  accents 
the  positive.  And  nowhere  is  the  link  between  environment 
and  performance  more  evident  than  in  Colorado  Springs. 
Better  environment.  Better  performance. 

With  today's  technology  in  communications,  computers 

and  air  travel,  many  companies  are  giving  Colorado 
Springs  a  serious  look  as  their  headquarters  city.  Because 
a  move  doesn't  mean  losing  touch  with  the  East  — in  fact, 
your  associates  on  Wall  Street  will  be  eager  to  spend  time 
with  you  here.  And  with  corporate  futures  dependent  on 
attracting  talented  key  executives,  Colorado  Springs 
represents  a  most  enticing  prospectus. 

Think  about  Colorado  Springs. 
Especially  next  Monday. 


Write  or  coll  for  more  information: 
Mr  Shelby  Dill 
Economic  Development  Deportment  3-7 
Chamber  of  Commerce 
P  O  Drawer  0 
Colorado  Springs  CO  80901 
(303)  471  8183 


Colorado 
Springs 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E.  Ins. 
and  stockholders.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  venture  Capital  Assistance. 
Must  be  sincere  with  well-rounded  busi- 
ness background.  Instant  Hi  income  for 
right  person. 

$U.S.  14,400  Cash  Will  Handle 

For  details  writ*  |ivin|  shone  no.to:  Dept.  21.  Computer  Capital  Corp. 
6922  Holrywood  Blvd.,  Lot  Angeles,  Calif.  S0028 
OR  Call  Mr.  Vander:  (213)  463-4841 


HOP€ 

is  what  ate  give. 

Give  to: 
PROJECT 

Deportment  fl,  Washington,  D.C.  20007 


week.  Particular  attention  is  paid 
perimeter  operations  like  full-line  d 
ieatessens  and  in-store  bakeries.  Si 
eral  years  ago  the  company  even  ( 
perimented  with  blowing  the  smell 
its  baking  bread  into  the  stores  as 
customer-pleaser.  Although  private 
bels  are  more  profitable  than  natioi 
brands,  Albertson's  was  slow  in  int: 
ducing  them,  and  still  offers  a  bro£ 
er  choice  of  national  brands  than 
major  competitors  like  Safeway 
Lucky  Stores.  To  keep  the  quality 
age,  no  store  goes  more  than  ten  ye! 
without  being  completely  remodelec 
All  these  "frills"  mean  that  Albe 
son's  prices  may  not  be  the  lowest 
town,  but  that  is  by  choice.  "To 
successful  in  any  business,"  says  J 
Albertson,  who  at  70  is  still  active 
the  company  as  chairman  of  the  < 
ecutive  committee,  "you  have  to  ha 
the  product  people  are  willing  to  b 
at  a  price  they're  willing  to  pay.  Pi 
tender  loving  care." 


". . .  'People  always  ask  me 
how  we're  doing  without 
the  people  who've  left. 
My  answer  is  'better' . . ." 


Not  going  the  discount  route  hasi 
hurt  Albertson's  profitability.  Its  fiv 
year  return  on  equity  at  20.8%  is  wi| 
above  the  industry  median  of  9.9 
and  better  than  any  major  chain's  e 
cept  Winn-Dixie's  and  Lucky  Store 
Its  profit  margins  of  1.2%  are  bett 
than  Safeway's.  Despite  a  brutal  pri 
war  last  year  in  California  (which  a 
counts  for  25%  of  Albertson's  sales 
net  income  increased  by  15%.  Cor 
petitors  in  the  California  market  li! 
Safeway  and  Lucky  both  suffer* 
profit  declines.  "We  try  to  be  intel 
gent  about  our  pricing,"  says  Bolinde 
"We  can't  be  all  things  to  all  people.' 

One  of  the  troubles  with  being 
standout  in  a  so-so  industry  is  th 
rival  firms  tend  to  raid  you  for  talen 
Unlike  many  founding  fathers,  Joe  A 
bertson  brought  in  his  successors  ear: 
enough  so  that  even  sudden  manag 
ment  shifts  have  not  thrown  the  con 
pany  off  balance.  In  1974  Albertson 
vice  chairman,  Jonathan  Scott,  w; 
hired  away  to  run  troubled  A&P- 
tribute  to  Albertson  if  ever  there  ws 
one.  Bolinder  was  moved  into  his  spo 
and  Warren  McCain,  who  had  bee 
with  the  company  since  1959,  bi 
came  president.  Last  December  Mi 
Cain,  an  operations  man,  took  ovc 
Bolinder's  job  and  Bolinder,  a  certi 
fied  public  accountant  by  training,  be 
came  chief  financial  officer.  "Peop 
always  ask  how  we're  doing  withou 
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Ever  wonder  who  pays 

for  all  those  lawsuits 
rouVe  been  reading  about? 


The  right  to  sue  is 
basic  to  the  American  legal 
system.  But  lately  there's 
been  an  enormous 
increase  in  the  number  of 
liability  claims.  For  example 
medical  malpractice  claims 
have  been  soaring,  and 
a  similar  trend  is  now 
appearing  in  products 
liability. 

And  not  only  has 
the  number  of  claims  been 
escalating,  but  the  amount 
of  money  involved  has  been 
increasing  dramatically  too. 

These  are  some  of  the 
reasons  why  you  and  every- 
one who  buys  liability 
insurance  must  pay 
higher  premiums. 

Insurance,  after  all,  is 
simply  a  means  of  spreading  risk. 
Insurance  companies  collect 
premiums  from  many  people  and 
compensate  those  who  have  losses 

The  price  of  insurance  must 
reflect  the  rising  cost  of  paying 
for  those  losses  and  the  expense 


of  handling  them.  That's  why  your 
insurance  premiums  have  been 
going  up. 

No  one  likes  higher  prices. 
But  we're  telling  it  straight. 


INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&  FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 

Industrial  Indemnity  Home  Office  N.m  Francisco  94 1 20 


Room 
toLfit 


Southeast  Kansas  gives  you 
ready-built  room  to  move 
into,  branch  out  or  open  in 
—  today.  Buildings  with 
loading  docks,  all  utilities, 
sufficient  lot  size  on  which 
to  expand.  Ready  to  go, 
waiting  for  you. 

But  southeast  Kansas 
has  more  than  buildings 
with  room  to  let:  Room  to 
let  you  hire,  in  a  right-to- 
work  state.  Room  to  save 
you  taxes  and  reduce  oper- 
ational costs.  Room  to  let 
you  breathe.  Clean  air, 
blue  skies,  a  bright  sun. 
Room  to  let  you  become 
involved  in  your  community, 
to  know  your  neighbor, 
your  banker.  Room  to  let 
you  run  a  successful  busi- 
ness, a  successful  life. 
Find  out  more  about  room 
to  let  in  southeast  Kansas. 
We  maintain  an  extensive 
site  inventory  affording  a 
complete  plant  location 
service  on  behalf  of  our 
10-county  southeast  Kansas 
region.  To  help  you  find 
room  to  let,  we'll  send  you 
our  "Labor  and  Eco- 
nomic Profile." 

John  Gaiiing 
Mid-America,  Inc. 
P.  O.  Box  708  F02 
Parsons,  Kansas  67357 
(316)  421-6350 


/Mid-v4merica,inc. 

A  non-profit  Development  Corporation  serving 
the  Kansas  Sunbelt  since  1957. 
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the  people  who've  left,"  says  McCain. 
"My  answer  is  'better.'  It  offers  more 
mobility  for  younger  people  working 
toward  those  positions." 

McCain  believes  that  the  company 
has  learned  enough  about  the  drug 
business  from  its  association  with 
Skaggs  to  go  it  alone.  With'  pretax 
margins  60%  higher  at  its  Skaggs-Al- 
bertson's  stores  than  at  its  regular 
stores  last  year,  the  company  will  ag- 
gressively expand  those  stores.  It 
plans  to  open  seven  more  drug-gro- 
cery markets  this  year,  primarily  in 
Florida.  Despite  strong  competition 
there     from     Winn-Dixie,  Bolinder 


Lots  of  yesterday's  cruising  teenagers 
have  become  today's  homeowners. 
Meanwhile,  lots  of  today's  cruising 
teenagers  harbor  some  of  the  same 
fantasies  the  earlier  ones  had— among 
them,  owning  their  own  private  pool 
table  or  pinball  machine.  Between 
the  two  groups,  Brunswick  Corp. 
thinks  it  has  a  hot  new  market. 

The  company  has  long  sold  pool 
tables,  of  course.  Brunswick  markets 
a  goodly  share  of  the  300,000  sold  a 
year.  But  at  an  average  retail  price  of 
$800  (the  top  of  the  Brunswick  line 
goes  for  $3,000)  one  calls  it  billiards 
and  sells  to  a  fairly  serious  crowd. 

So  of  late,  Brunswick  also  offers 
products  for  the  somewhat  more  friv- 
olous. Its  latest  success  is  cut-rate  ver- 
sions of  that  good  old  Saturday  night 
standby  for  the  sexually  immature, 
the  pinball  machine.  They  retail  at  a 
mere  $299,  versus  up  to  $1,500  for  a 
full-blown  commercial  model,  but 
there  are  the  same  buttons  to  push, 
lights  to  light  and  bells  to  ring  as  on 
the  real  thing,  and  the— strictly  op- 
tional, you  know— betting  could  get 
just  as  brisk. 

Last  year  was  the  first  full  year's 
production  for  Super  Star  and  Cosmic 
models.  Brunswick,  selling  through  its 
own  321  outlets  and  mass-marketer 
Sears,  Roebuck,  had  hoped  to  move 
as  many  as  10,000.  When  the  sales 
figures  came  in,  they  upped  produc- 
tion to  50,000.  Just  how  big  a  gold 
mine  does  Brunswick  have?  The  com- 
pany's not  saying.  But  it  dominates  a 
new  market  that  could  go  to  $150 
million  at  wholesale. 

In  defense  of  his  reticence  about 
forecasts,  Brunswick's  vice  president 


thinks  Florida  is  a  good  enough  mar! 
ket  to  support  perhaps  50  such  store 
in  the  future.  "There  are  no  real  su 
per-drugstores  in  Florida  as  we  defim 
them  in  the  West,"  he  argues.  "W{ 
have  something  the  consumer  hasn' 
seen  before." 

If  Albertson's  can  prove  itself  as  j 
drug  retailer,  the  last  seven  fat  year 
should  be  merely  the  prelude  to  sevel 
more  fat  ones.  "We're  not  going  t< 
change  our  philosophy  of  operatinj 
because  we've  changed  the  owner 
ship  of  the  stores,"  McCain  concludes 
"We're  just  sticking  with  the  statu 
quo  because  it  is  successful."  ■ 


for  marketing,  Robert  T.  Nixon  (hd 
even  stonewalled  about  his  relation 
ship  to  that  other  Nixon)  noted  the 
great  value  of  any  such  information 
to  competitors.  Of  the  big  builders  of 
commercial  pinball  machines,  Bally 
Manufacturing  is  and  D.  Gottlieb  & 
Co.  may  be  following  Brunswick  into] 
the  market.  "But  we're  not  competing 
with  Brunswick,"  sniffs  Ross  Scheer. 
marketing  director  at  Bally.  "Ours  re- 
tails at  $799  and  looks  more  like  the) 
commercial  product.  We  don't  make 
toys."  Bally  thinks  it  could  sell  25,000 
of  its  high-priced  units  this  year. 

Brunswick,     meanwhile,     is  notj 
standing  still.  Nearly  two-thirds  of  its| 
$900-million-plus  annual  sales  a:s  recn 
reation  products,  and  home  entertain-] 
ment  is  a  growing  proportion  of  the 
total.  "You've  got  to  keep  coming  up 
with  new  ideas,"  Nixon  says.  That 
means  more  than  pinball.  He  is  work 
ing  his  way  through  other  penny-ar 
cade  games,  looking  for  the  next  hot 
number.  Maybe  Block-a-Shot  (basket 
ball);  maybe  Photo  Finish  (horse  rac 
ing).  Who  knows?  After  all,  Nixon 
penny-arcade      game,  Air-Hockey 
grew  from  absolutely  nothing  to  a  na 
tional  craze  and  a  significant  contrib 
utor  to  his  division's  earnings.  Now 
in  its  fourth  year,  Air-Hockey  looks  as 
popular  as  ever. 

And  there's  the  next  big,  new  prod 
uct  he's  bringing  out,  so  this  Christ 
mas  middle-aged  fathers  will  hav 
something  new  to  haul,  huffing  an 
puffing,  into  the  basement  hangout 
and  set  up  next  to  the  pinball  game 

"I   think  there's   a  real  potenti 
for  a  home  jukebox,"  Nixon  opines 
"don't  you?"  ■ 

FOF 


So  Whaddya  Wanna  Do 
Tonight,  Marty? 

If  it's  shoot  pool,  play  pinball  or  just  listen  to  a  jukebox, 
he  can  do  it  all  at  home,  courtesy  of  Brunswick  Corp. 


Getting 
off  the 
Ground 

Man  is 
taking  to 
the  sky 
in  order  to 
communicate 
more  quickly,  economically  and 
reliably  over  long  distances. 
Harris  satellite  communications  systems 
are  helping  -  getting  the  word, 
the  sound  and  the  picture  to  people 
all  over  the  world.  Via  outer  space. 
Write:  Harris  Corporation, 
55  Public  Square,  Cleveland,  Ohio  44113. 


Harris  Satellite  Communications  Terminal 


COMMUNICATIONS  AND 
INFORMATION  HANDLING 


DISCOVERED 


An  advanced  technology  for 
printing  on  fiercely  tricky  surfaces 


OK! 


i,wei 


fates< 


An  engraving  process  created 
i  by  Uniroyal  makes  it  easy 
to  print  on  surfaces  that  drive 
printers  crazy:  on  flimsy  foils.  On 
easily  shredded  papers.  Even 
(just  for  demonstration's  sake)  on 
a  fragile  egg. 


By 
n 
i 

rfai 


Did  you  ever  try  to  write  on 
cellophane?  Or  on  a  package 
wrapped  in  aluminum  foil?  It's  not 
easy— but  it's  child's  play  compared 
with  the  stubborn  problems  that 
printers  face. 

Cellophane  can  be  torn  to  shreds 
as  it  runs  through  printing  presses. 
So  can  metal  foils. 

There  are  slippery  plastics  that 
slough  off  ink,  wrapping  papers  that 
absorb  too  much,  and  corrugated 
cardboards  that  can  get  crushed. 

The  old  solution  was  to  print 
with  soft  rubber  type  that  doesn't 
puncture,  crush  or  tear  delicate 
papers  and  foils.  But  making  rubber 
plates  involves  a  cumbersome  three- 
step  process. 

Uniroyal  researchers  have  come 


up  with  a  better  solution— an 
by  accident. 

Uniroyal  spends  $50  mill 
year  on  research  and  develop 
Since  1968  some  of  that  mone 
gone  into  the  search  for  a  bette 
to  print  on  fragile  materials. 

Photoengraving  on  plas 

It  took  Uniroyal  scientists  n  u 
seven  years  to  find  the  answer  £ 
call  it  Flex-Light.®  It's  a  fie 
printing  plate  that  looks  lit 

Surprising  flexibility  of  Flex-Light 
printers  solve  tough  problems.  Plate; 
on  foil  wrappers,  plastic  bags,  and  | 
easily  torn  or  crushed  surfaces. 


i  onstrate  the  softness  of 
|  rigs  made  with  a  Uniroyal 
I,  we  hand  printed  on  an  egg.  Yet 
j  x-Light  plates  can  last  as  long  as  some 
dates— and  are  produced  by  a  simple 
aphic  process. 


iry  yellow  plastic  place  mat.  It 
s  much  like  a  sheet  of  rub- 
ut  it  also  has  some  character- 
f  a  metal  printing  plate  and  of 
raphic  film. 

a  way,  Flex- Light  works  like 
ant-picture  camera. 
,t  a  negative  of  whatever  you 
to  print  on  top  of  a  sheet  of 
ight.  Expose  it  to  ultraviolet 
Dissolve  the  unexposed  por- 
mh  a  solvent. 
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jlROSCOPIC  ADVANTAGE:  TEXTURED 
Greatly  magnified  view  of  a  plate 

p  Flex-Light  shows  textured  dots  that 

^photograph.  Roughness  of  the  dots 
hem  release  extra  ink  which  gives  a 

jivid  picture— even  when  the  dots  are 

bough  to  fit  150  in  an  inch. 


What  was  once  a  featureless 
plastic  sheet  has  been  transformed 
into  a  three-dimensional  engraving 
of  your  original. 

A  Flex-Light  plate  is  as  soft  as  a 
molded  rubber  plate— for  printing  on 
delicate  materials .  But  lasts  up  to  three 
times  longer  than  rubber  plates.  On 
some  surfaces,  it's  good  for  up  to  11 
million  impressions. 

Lowers  printing  costs 

Were  the  years  of  development  worth 
all  the  effort?  Ask  our  customers. 
Flex-Light's  one-step  process  saves 
on  platemaking  time,  and  that,  in 
turn,  means  lower  labor  costs. 

But  Flex-Light  saves  printers 
money  without  sacrificing  quality. 
It  will  print  in  color,  or  it  will  han- 
dle lines  as  fine  as  .004  inches  wide 
—useful  for  fine  print  on  business 
forms  or  details  in  illustrations. 

Over  1,400 
Uniroyal  discoveries 

Flex-Light  is  only  one  of  Uniroyal's 
many  discoveries.  We  have  3,000 
scientists,  engineers,  and  tech- 
nicians involved  in  research  and 


development  in  dozens  of  fields. 

They've  discovered  ways  to 
increase  the  yield  of  many  kinds  of 
crops— with  compounds  that  control 
insects,  reduce  plant  diseases  and 
promote  growth. 

They've  discovered  ways  to 
reduce  energy  consumption  in  a 
variety  of  industries. 

They've  also  discovered  ways  to 
improve  the  aerodynamics  of  de- 
vices as  different  as  trailer  trucks 
and  golf  balls. 

The  flood  of  Uniroyal  discover- 
ies has  paid  off  in  substantial 
growth.  We're  a  company  with 
more  than  $1.6  billion  in  assets 
these  days.  But  we  like  to  think  our 
biggest  asset  isn't  even  on  the  bal- 
ance sheet. 

Our  urge  to  discover. 


For  information  on  Uniroyal  Flex-Light 
write  to  Wayne 
Pomiansky,  Uniroyal 
Plastic  Products,  312 
North  Hill  Street, 
Mishawaka,  Indiana 
46544.  Or  telephone 
(219)255-2181. 


UNIROYAL 


Measure  your  roll  towel  leftovers 
nd  see  how  many  hand-dries  you  can  sav 

with  the  new 


You  may  be  throwing  away  as  much  as  25% 
of  what  you  spend  on  roll  towels  in  "stub 
rolls,"  the  leftover  towels  your  maintenance 
man  finds  when  he  refills  the  cabinets. 

When  he  finds  a  stub  roll,  he  can  leave  it 
in  the  cabinet  and  hope  it  doesn't  run  out.  Or, 
he  can  remove  the  stub  roll  and  put  in  a  fresh 
roll.  If  he  removes  it,  you  may  be  wasting  as 
much  as  25%  of  the  roll  towels  you  buy. 

Now  use  almost  every  inch  of 
the  towels  you  buy. 

Fort  Howard's  Commander  I  Cabinet  lets  you 
load  a  new  700-foot  roll  while  the  stub  roll- 
up  to  31/2  inches  in  diameter  —  is  still  being 
used.  After  the  stub  roll  is  used  up,  towels 
from  the  new  roll  dispense  automatically.  So 


you  use  almost  every  inch  of  towels  you  buy. 

And  because  you  can  get  up  to  830  lineal 
feet  of  uninterrupted  towel  service,  the 
Commander  I  can  lessen  the  chance  of  run- 
outs and  may  help  reduce  your  maintenance 
costs— by  requiring  fewer  refills  than  single- 
roll  cabinets. 

If  you'd  like  to  see  how  our  new  Com- 
mander I  Cabinet  can  help  you  reduce  roll 
towel  waste  and  provide  more  uninterrupted 
towel  service,  write  us  on  your  business 
letterhead.  We'll  send  one  of  our  sales  repre- 
sentatives over  with  a  sample  cabinet  and  a 
Commander  I  Savings  Scale  to  show  you  how 
much  you  can  save. 

You  have  nothing  to  lose 
but  your  stub  roll  waste. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

The  Waste  Watchers, 


Fort  Howard 
paper  Saver 


Congratulations! 

you  «  using  every  inch 
ot  roll  towel  you  PUY- 


is* 


Dog  Eat  Dog 

That's  what's  happening  in  the  huge 
pet  food  market  as  the  competitors 
jockey  for  position  on  the 
supermarket  shelves  — 
and  even  in  the  law  courts. 


The  lawyers  for  giant  Ralston  Pu- 
rina Corp.  carefully  selected  a  fed- 
eral district  court  in  its  headquarters 
city  of  St.  Louis  for  the  move  it  had 
so  carefully  planned.  They  needed  a 
sympathetic  ear  and  the  stakes  were 
high.  Purina  approached  the  court 
seeking  an  injunction  to  prevent  its 
dastardly  opponent,  Quaker  Oats, 
from  selling  its  new  dog  food,  Tender 
Chunks,  whose  name  sounds  so  like 
that  of  Ralston  Purina's  cat  food,  Ten- 
der Vitdes.  A  terrible  infringement. 
They  should  be  ashamed. 

Quaker  last  month  countersued,  of 
course,  characterizing  Ralston's  ac- 
tion as  "a  sham"  designed,  of  all 
things,  "to  eliminate"  Quaker  from 
the  dog  food  market. 

Nit-picking?  Is  this  any  way  for 
grown  men  to  behave?  No,  it's  not  nit- 
picking, and  the  grown  men  have  a 
lot  to  worry  about.  Hundreds  of  mil- 
lions of  dollars  may  be  at  stake.  Dog 
food  sales  in  the  U.S.  run  to  about  $2 
billion  a  year,  and  cat  food  adds  an- 
other $900  million.  Together  they  are 
far  larger  than  the  cold  breakfast  ce- 
real (for  humans)  and  the  baby  food 
markets  put  together.  Their  sales  vol- 
ume is  almost  six  times  that  of  flour. 

The  growth  has  been  stupendous- 
as  any  New  Yorker  knows  who  has 
tried  to  pick  his  way  across  a  city 
street  without  stepping  into  dog  lit- 
ter. Over  the  past  decade,  sales  of  cat 
and  dog  food  have  more  than  tripled. 
To  get  their  share  of  this  market, 
the  companies  involved  will  spend  at 
least  $125  million  this  year  on  ad- 
vertising and  promotion.  Just  as  the 
streets  of  major  cities  are  littered 
with  dog  excrement,  so  are  the  air 
waves  littered  with  cutesy-poo  com- 
mercials urging  Americans  to  pamper 
their  pets'  taste  buds. 

That  the  growth  in  the  market  is 
finally  slowing  only  makes  the  com- 
petition all  the  rougher.  In  the  early 
Seventies  the  market  was  growing  16% 
a  year.  Last  year  it  was  8.4%.  This 
year  it  will  be  8%  to  9%. 


Thus  a  defeat  in  this  seemingly  ob- 
scure legal  contest  (unlikely)  would 
be  a  nasty  blow  for  Quaker  Oats.  Its 
new  dog  food  looked  highly  success- 
ful on  the  basis  of  test-marketing.  It 
was  planning  to  go  into  national  dis- 
tribution in  time  and  had  high  hopes 
of  nudging  Ralston  Purina  for  pre- 
cious space  on  supermarket  shelves. 

All  these  legal  arguments  have  Byz- 
antine overtones.  Opines  Henry  I. 
Siegel,  Smith  Barney,  Harris  Upham's 


thoughtful  essay  on  human  values, 
but  the  marketers  have  been  too  busy 
making  money  to  worry  overmuch 
about  it.  Sufficient  to  note  that  hu- 
man population  growth  has  been 
slowing  in  recent  years,  but  the  cat 
and  dog  population,  as  calculated  by 
the  industry's  trade  association,  the 
Pet  Food  Institute,  has  been  rising 
steadily.  (Other  experts  say  the  num- 
bers have  not  been  changing  much, 
but  the  size  and  hence  appetite  of 


". . .  To  get  their  share  of  the  [dog  and  cat  food]  market, 
the  companies  involved  will  spend  at  least  $125  million 
this  year  on  advertising  and  promotion  . . ." 


food  analyst:  "It  shouldn't  merit 
much  attention  and  has  been  over- 
blown by  the  news  media.  It  is  sim- 
ply a  strategy  of  the  marketplace." 
Industry  observers  speculate  that  Rals- 
ton Purina  is  seeking  to  get  publicity 
and  link  its  name  with  the  "Tender" 
name.  That  way,  Ralston  could  get  a 
free  ride  on  the  $28.4  million  Quaker 
Oats  plans  to  spend  in  promoting  its 
new  brand.  Actually,  the  two  prod- 
ucts have  nothing  to  do  with  each 
other.  Tender  Chunks  is  a  dry  dog 
food,  whereas  Tender  Vittles  is  a 
semimoist  cat  food. 

Room    enough    in    all    this   for  a 


the  average  dog  has  inflated  instead. 
Either  way,  it  means  more  sales. ) 

And  it  can  be  very  profitable  busi- 
ness. Take  Ralston  Purina,  the  indus- 
try leader  with  a  32%  market  share. 
Its  many  pet  products,  like  Chuck  Wa- 
gon, Purina  Dog  Chow  and  Purina 
Cat  Chow,  grossed  a  massive  $915.5 
million  at  retail  last  year.  Ralston's  op- 
erating profit  was  something  like  $120 
million  before  corporate  overhead 
charges  and  taxes.  Ralston  probably 
earns  a  return  on  its  pet  food  invest- 
ment of  around  15%  to  20%.  Other 
competitors,  like  Carnation  and  Gen- 
eral Foods,  also  do  well  but  those 
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Call  OrrU. 

Ask  for  Tom  Gage. 


Be  the  first  to 
survey  the 

Missouri  River 
since 

Lewis  &  Clark. 

Tom  is  our  industrial  development 
expert,  and  he's  eager  to  show  you 
our  new  survey  of  the  Missouri  River 
He'll  take  you  for  a  ride  to  show 
you  plant  sites  with  ready  access 
to  this  major  waterway,  with  top- 
notch  rail  and  truck  transportation 
nearby.  Tom  will  encourage  your 
move  here  by  telling  you  that 
Omaha-Southeastern  Nebraska  is 
loaded  with  dependable  electric 
power  at  reasonable  rates.  So  if 
you  want  a  site  with  terrific  water 
transportation,  plus  plenty  of  power 
now  and  in  the  future,  Tom  can 
steer  you  straight.  If  you're  after 
specific  answers  to  specific  ques- 
tions, call  Tom  at  (402)  536-4347 


Omaha  Public  Power  District 

Member:  Mid-Continent  Area  Power  Pool 


(Complete  or  attach  business  card)  2-5 

Tom  Gage,  Manager  of  Area 
Development 
Omaha  Public  Power  District 
1623  Harney  St. 
Omaha,  Nebraska  68102 

i  free  facts  on  Omaha- 1 


Southeastern  Nebraska. 


Name  


Title 


Company 


Address 


City 


I  State 


companies  have  a  somewhat  small- 
er return. 

Ralston,  with  huge  volume  and  12 
plants  around  the  country  that  help  it 
economize  on  distribution  costs  (nor- 
mally 15%  of  sales),  wants  to  make 
certain  it  stays  on  top;  hence  it  misses 
no  tricks  in  keeping  the  opposition 
off  balance.  For  example,  a  successful 
producer  must  blanket  the  market 
with  lots  yf  flavors  and  different  prod- 
uct lines.  This  strategy  helps  fill  up 
that  all-important  supermarket  shelf 
space.  Ralston  alone,  for  example, 
markets  six  varieties  of  dog  food  and 
nine  of  cat  food,  without  counting  the 
flavors  and  package  sizes  of  each  of 
these  products. 

So,  from  fertile  imaginations  of  the 
marketers  come  ever  further  extensions 
of  the  line.  One  of  the  latest  is  Rals- 
ton's  Bonz,  a  dog  snack  treat.  Ralston 
could  spend  as  much  as  $8  million 
for  Bonz  to  do  battle  with  Nabisco's 
long-dominant  Milkbone,  with  its  58% 
share  of  the  nearly  $90-million  snack- 


ing  approach  behind  Friskies  Dinners 
strategically  priced  between  "maintc I 
nance"  dog  food  and  the  expensive! 
stuff.  The  price  positioning  helped)" 
now  sales  are  within  only  $2  million 
of  Mighty  Dog. 

But  other  brands  haven't  been  do- 
ing nearly  as  well  recently.  Alas,  thel 
marketplace  has  become  crowded.  I 
Granted,  the  high-priced  products! 
have  benefited  as  owners  traded  upl 
their  pups'  tastes.  But  with  growth| 
slowing  and  competition  heating  up, 
even  Alpo's  sales  are  lagging.  Mars'sl 
Kal  Kan  is  down  from  the  1973  high  I 
of  $99  million.  Quaker  Oats's  canned! 
Ken-L-Ration  has  been  flat  at  $90| 
million  for  three  years. 

Campbell   Soup's   Recipe,  despittj 
heartrending    appeals    from  Lassie, 
hasn't  broken  even  in  six  years  of  try- 
ing. Advertising  probably  totaling  $401 
million  bought  sales  in  1976  of  jusl 
over  $30  million. 

General  Foods,  always  strong  in  the 
dry  and  semimoist  ends  of  the  mar- 


. .  a  successful  producer  must  blanket  the  market  with 
lots  of  flavors  and  different  product  lines  . . .  Ralston 
alone  markets  six  varieties  of  dog  food  and  nine  of 
cat  food,  without  counting  flavors  and  package  sizes  . . ." 


treat  market. 

Another  new  product  is  Fit  &  Trim, 
a  diet  dog  food,  presumably  for  own- 
ers who  are  too  generous  with  the 
Bonz.  It  rates  a  $14.5-million  promo- 
tion budget.  (But  Ralston  is  not  in- 
fallible; early  indications  are  that  Fit 
&  Trim  isn't  shaping  up  as  well  as 
past  Ralston  entries. ) 

Meanwhile,  the  others  scramble  to 
overtake  the  leader.  Some  have  strong 
positions  of  their  own,  also  under  as- 
sault from  the  rest  of  the  pack.  Lig- 
gett Group,  for  example,  leads  in  the 
high-priced  ( 33-cents-and-up  a  can) 
canned  dog  food  market  with  its  Alpo. 
Marketing  data  supplied  by  John 
Maxwell  of  Wheat  First  Securities  in- 
dicate Alpo's  sales  last  year  were 
$145  million,  21%  of  that  market  seg- 
ment's $680  million.  Carnation  spent 
about  $9  million  launching  Friskies 
Dinners,  and  General  Mills  over  $18 
million  introducing  Cycle,  both  trying 
to  overtake  Alpo.  (Cycle,  by  the  way, 
does  double  duty  combating  Fit  & 
Trim;  it  comes  in  four  formulas,  one 
each  for  puppies,  mature  and  aging 
dogs  and,  yes,  for  fat  dogs.) 

Carnation  broke  into  the  high- 
priced  canned  dog  food  business  four 
years  ago,  pushing  Mighty  Dog  ("It's 
All  Beef")  from  nothing  to  almost  $50 
million.  Then  two  years  ago  it  threw 
the  heavy  advertising  and  eoupon- 
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ket,  is  being  squeezed  by  perennial 
leader  Ralston  Purina. 

That  explains  all  the  high  spend- 
ing: GF  wants  to  recoup  through  cans 
with  its  Cycle,  Quaker  through  intro- 
ducing a  "semidry"  category  with  the 
litigated  Tender  Chunks.  This  last 
product's  "virtue"  is  that  it's  slightly 
less  dry  than  Ralston  Purina's  dry  dog 
foods  (currently  58%  of  a  $930-mil- 
lion  market)  and  costs  slightly  more. 
Hence  Quaker's  planned  $28.4-mil- 
lion  ad-campaign-cum-grocer-deals- 
cum-coupons.  According  to  Advertis- 
ing Age,  "That  [amount]  may  be  one 
of  the  largest  in  package  goods  new 
product  introduction  history."  Hence, 
too,  Ralston's  lawsuit. 

It's  a  good  bet,  therefore,  that  com- 
petition will  take  some  of  the  profit 
out  of  the  market  over  the  next  few 
years,  even  if  Americans  never  come 
to  realize  that  dogs  and  cats  do  not 
have  human  tastes  and  therefore  do 
not  need  to  be  pampered  with  elab- 
orate foods. 

Thus  it  may  be  no  accident  that  the 
current  crop  of  new  products  is  so  spe- 
cialized and  so  faddish— a  kind  of 
desperate  effort  to  gain  a  slight  ad- 
vantage in  a  marketplace  that  is  be- 
coming more  competitive.  In  markets, 
as  in  dinosaurs  and  art,  exaggerated 
variations  and  endless  refinements  of 
theme  may  be  a  sign  of  decadence.  ■ 
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The  better  the  plan,  the  better  the  work.  Here.  Homer  J.  Olsen,  right,  and  project  manager.  Stan  Summers,  confer  on  the  site  of  a  recent  Bay  area  job 

Construction  begins  in  the  mind. 
And  insurance  is  part  of  the  planning. 


Homer  J.  Olsen,  Inc.,  is  an 
ngenious  San  Francisco  construc- 
tion firm  that  takes  on  the  tough 
iobs.  The  kind  that  require  a  lot  of 
pre-bid  planning  and  pre-job 
surveys.  Employers  of  Wausau 
provides  five  lines  of  business 
insurance  to  this  policyholder. 
Our  work  with  them  begins  with 
the  preliminary  stages  of  every 
project,  so  their  insurance  needs 
ian  be  as  precisely  engineered  as 
manpower  and  materials. 

A  while  back,  Olsen  won  a  bid 
to  modify  the  San  Francisco  Inter- 
national Airport  parking  structure. 
Upgraded  earthquake  standards 
were  among  the  reasons  to  alter 
the  basic  design  of  the  partly 
completed  facility. 

Numerous  cracks  had  already 
developed  in  the  original  structure. 
These  were  documented  and  made 


known  to  the  project  management. 
Employers  Insurance  was  involved 
in  this  alert,  to  protect  our  policy- 
holder from  claims  that  may  have 
stemmed  from  pre-existing 
conditions. 

Armed  with  seismic  measure- 
ments and  other  scientific  data, 
the  Olsen  firm  proposed  an  unor- 
thodox, but  effective  solution. 
Instead  of  beginning  at  ground  level, 
they  took  their  equipment  to  the 
top  floor  and  made  openings 
through  the  lower  elevations  to 
allow  pile  driving  from  the  top  of 
the  building.  And  during  all  of  this 
work  the  facility  was  able  to 
accommodate  the  parking  of  up 
to  3,000  cars  per  day. 

As  a  result  of  the  close  working 
relationship  between  our  _ 

people  and  oisen's  people,      Employers  Insurance  of  Wausau 

work  was  successfully  Wausau.  Wisconsin 


completed  with  mini- 
mum exposure  to  our  policy- 
holder—and  full  understand- 
ing on  the  part  of  his  client 
as  to  assignment  of  exact 
responsibilities. 

It's  this  kind  of  insurance 
partnership  that  makes 
business  insurance  work  for 
a  living.  That's  the  Wausau 
story. 

Come  to  the  source 


The 

Forbes 

500s 


Our  figures  show  that  while 

big  business  keeps  getting  bigger, 

there  remains  a  remarkable  dispersion 

of  power  and  wealth  within 

the  corporate  economy. 

What  kind  of  a  year  was  1976?  Sales  on  the  Forbes 
500  rose  11.6%,  to  $1.3  trillion.  Profits  for  the  Forbes  500 
totaled  $69  billion,  a  22.6%  gain  from  the  year  before. 
These  leveraged  gains,  with  profits  outpacing  sales,  were 
nicely  reflected  in  the  stock  market,  where  the  combined 
value  of  the  500  top  companies  climbed  to  $728  billion,  a 
21.5%  increase  over  the  year  before  that  paralleled  the  gain 
in  profits. 

Except  in  the  stock  market,  last  year's  gains  were  a 
vast  improvement  over  those  of  the  year  before.  To  wit: 

1976  1975 

Sales  +11.6%  +  5.8% 

Assets  +  9.8  +  5.5 

Profits  +22.6  -  5.8 

Market  Value       +21.5  +33.1 

The  better  operational  showings  last  year  reflected  sev- 
eral things:  1)  The  end  of  the  recession;  2)  a  slower  rate 
of  inflation,  which  permitted  prices  to  catch  up  with  costs; 
3)  a  better  rate  of  capacity  utilization. 

Of  the  four  Forbes  categories,  only  in  one— market  value 
-did  1976  lag  1975.  Why  so?  In  part,  the  market  was 
fulfilling  its  role  as  a  leading  indicator;  the  1975  recovery 
in  the  market  was  forecasting,  quite  accurately,  the  1976 
recovery  in  earnings— just  as  the  crash  in  1974  foreshad- 
owed, although  to  an  exaggerated  degree,  the  earnings  de- 
cline of  1975. 

One  of  the  most  startling  facts  to  emerge  from  the  multi- 
tudinous statistics  in  Forbes'  Annual  Directory  Issue  is  how 
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massive  even  an  average-sized  large  corporation  has  be- 
come. As  reflected  in  the  Forbes  500s,  the  typical  big  U.S. 
corporation  had  sales  last  year  just  short  of  $1.4  billion 
and  deployed  just  short  of  $2  billion  in  assets  to  support 
those  sales.  It  showed  a  net  profit  of  about  $72  million. 
The  stock  market  valued  the  shares  of  this  typical  big 
company  at  $712  million  at  year-end  1976.  These  are  the 
median  figures  for  the  top  500  companies  in  Forbes'  An- 
nual Directory  Issue. 

Actually,  there  is  no  single  median  company;  since  the 
Directory  consists  of  four  different  measurements  of  the 
top  500,  our  median  is  a  composite.  Nevertheless,  as  a 
composite,  the  typical  company  suggests  the  immense  va- 
riety within  the  U.S.  economy.  Impressive  in  size  as  this 
typical  company  is,  it  is  not  truly  a  giant  company;  there 
are  250  companies  bigger  than  this  "typical"  one— and 
250,  which,  while  smaller,  are  by  no  means  insignificant. 
The  smallest  of  the  500  companies  had  sales  last  year  of 
$618  million. 

These  numbers  suggest  how  rich  and  varied  our  cor- 
porate economy  is.  No  single  company— not  even  Exxon, 
GM  or  AT&T— accounts  for  as  much  as  4%  of  the  total 
sales  of  the  500.  The  top  ten  combined— mammoth  com- 
panies all— accounted  for  just  22%  of  the  total.  In  short, 
big  though  big  business  is,  no  single  component  of  it  comes 
near  to  dominating  the  economy. 

With  corporate  power  thus  dispersed  among  no  fewer 
than  500  really  large  decision-making  organizations  and 
among  thousands  of  smaller  ones,  it  is  quite  obvious  that 
there  is— overall— no  serious  concentration  of  power  within 
the  corporate  economy.  In  individual  cases,  there  may  be- 
as  where  General  Motors,  International  Business  Machines 
and  American  Telephone  &  Telegraph  control  the  major 
parts  of  their  respective  businesses.  But  when  measured 
against  the  size  and  diversity  of  the  U.S.  economy,  ours 
could  very  well  be  one  of  the  most  decentralized  econo- 
mies in  the  world.  ■ 
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The  Forbes 
Sales  500 

On  balance,  the  consumer 
spent  freely  last  year. 
But  he  did  it  so  unevenly 
that  businessmen  hesitated 
to  plump  for  new  plants — the  one  thing  that 
could  transform  the  recovery  into  a  real  boom. 

The  sales  totals  for  U.S.  industry  were  staggeringly  im- 
pressive last  year:  The  top  500  companies  on  the  Forbes 
list  showed  aggregate  sales  volume  of  $1.3  trillion,  11.6% 
above  the  $l.l-trillion  figure  for  the  top  500  companies 
of  the  year  before.  Perhaps  the  most  awesome  measure  of 
the  economy's  girth  was  that  billions  of  dollars  no  longer 
sufficed  as  a  description  of  its  size. 

Leading  the  sales  gain  was  the  industry  that  the  world 
views  as  most  characteristic  of  the  American  industrial 
scene— automobiles.  As  a  whole,  the  auto  industry  showed 
a  27.5%  sales  gain,  as  the  consumer  spent  freely  on  auto- 
mobiles for  the  first  time  in  three  years.  But  not  just  any 
cars:  Perhaps  foreseeing  tomorrow's  inevitable  fuel  famine, 
he  was  having  a  last  nostalgic  fling  with  big  cars.  Thus 
General  Motors'  sales  were  up  32%,  Ford's  20%,  Chrysler's 
34%— but  American  Motors'  only  1.5%. 

If  some  industries  racked  up  a  sales  performance  much 
better  than  the  average,  the  inevitable  corollary  is  that 
some  had  to  fall  behind.  The  big  steel  companies  suffered 
from  the  sluggish  rate  of  capital  expansion:  U.S.  Steel 
and  Bethlehem,  for  example,  were  both  up  only  a  trifle 
more  than  5%.  Some  capital  goods  companies  showed  actual 
declines:  Clark  Equipment,  for  example,  was  down  11.4% 
in  sales.  And  the  low  level  of  business  loan  demand  meant 
that  most  of  the  big  banks,  among  them  Citicorp, 
Chase  Manhattan,  J.P.  Morgan,  Chemical  New  York  and 
First  Chicago,  were  not  able  to  keep  up  with  the  average 
gain  for  industry. 

But  the  auto  industry  was  not  the  only  outstanding  per- 
former in  the  sales  race.  Chemical  companies,  thanks  to 
improved  demand  and  higher  prices,  were  in  most  cases 
above-average  gainers.  Thus  du  Pont's  sales  were  up  15%, 
Union  Carbide's  12%,  Dow's  15.6%,  Monsanto's  17.8%.  The 
aluminum  companies,  hard  hit  in  the  recession,  came  back 
even  stronger.  Kaiser  Aluminum,  with  a  sales  gain  of 
"only"  17.3%,  was  outpaced  by  Reynolds  Metals,  with 
24.1%,  and  Alcoa,  with  26.8%. 

The  overwhelmingly  dominant  theme  last  year,  then, 
was  sales  recovery.  Among  all  the  companies  in  the  Forbes 
500,  only  43  failed  to  report  an  improvement  in  sales  in 
record-breaking  1976.  ■ 


Rank 
1976  1975 

%  Change 
Sales  Over 
Company    ($000,000)  1975 

w  1  1 

-2  2 

3  3 

4  5 

Exxon  48,631 
General  Motors  47,181 
American  Tel  &  Tel  32,816 
Ford  Motor  28,840 

8.4" 
32.1 " 
13.3 
20.1 

-  5  4 

6  6 

7  8 
-8  7 

Texaco  26,452 
Mobil  26,063 
Standard  Oil  Calif  19,434 
Sears,  Roebuck  18,832 

7.9" 
26.4 
15.5 

no* 

-» 9  10 
-10  9 
»il  12 
12  13 

Gulf  Oil  16,451 
IBM  16,304 
General  Electric  15,697 
Chrysler  15,538 

15.3* 
12.9- 
17.2- 
34.0 

13  11 
-14  14 

15  15 

16  17 

Inil  Tel  &  Tel  14,602 
Standard  Oil  Ind  11,532 
Safeway  Stores  10,443 
Shell  Oil  9,230 

4.5 
15.8- 

7.5 
13.3 

17  16 
-18  22 
«19  19 
-20  20 

United  States  Steel  8,604 
S  S  Kresge  8,484 
Atlantic  Richfield  8,463 
E  1  du  Pont  8,361 

5.4 
23.2- 
15.8 ' 
15.0- 

21  18 
-22  21 

23  25 

24  26 

1 C  Penney  8,354 
Continental  Oil  7,958 
Aetna  Life  &  Cas  7,179 
General  Tel  &  Elec  6,751 

8.8 

9.7  * 
18.2 
13.5 

25  23 

26  24 

27  28 

28  33 

Great  Atl  &  Pac  Tea  6,538 
Procter  &  Gamble  6,513 
Engelhard  Min&Chem  6,464 
Travelers  6,418 

-4.9 
7.1 
14.0 
20.1 

29  30 

30  29 

31  27 

32  34 

Tenneco  6,389 
Union  Carbide  6,346 
Westinghouse  Elec  6,145 
Kroger  6,091 

14.1 
12.0 
4.8 
14.1 
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Rank 
1976  1975 

% Change  j 
Sales  Over 
Company    ($000,000)  1975 

Rank 
1976  1975 

% Change 
Sales  Over 
Company    ($000,000)  1975 

Rank 
1976  1975 

%ChaJ 
Sales  Ove 
Company    ($000,000)  197! 

—33  31 

34  36 
*35  43 

36  32 

Goodyear  5,791 
Phillips  Petroleum  5,698 
Dow  Chemical  5,652 
Occidental  Petroleum  5,534 

6.2-" 
11.0 
15.6-" 

3.5 

ft5  QQ 

oj  yy 

86  83 

87  104 

88  81 

Philip  Morris  3,134 
Deere  3,134 
McDonald's  3,063 
Getty  Oil  3,059 

'  22.2 
6.0 
23.6 
2.5 

107  ICQ 

10/      1 Do 

138  140 

139  147 

140  143 

PPG  Industries  2,255 
Dresser  Industries  2,232 
CBS  2,231 
Southern  Company  2,206 

19.! 
ll.( 

15.1 
10. 

3/  3b 
-*8  40 

39  51 

40  37 

Intl  Harvester  5,488 
Eastman  Kodak  5,438 
Sun  Company  5,387 
Union  Oil  California  5,351 

4.6 
9.7- 

22.7 
5.2 

90  85 

91  69 

92  88 

Georgia-Pacific  3,038 
Coca-Cola  3,033 
Chase  Manhattan  3,018 
Jewel  Companies  2,981 

28.8 
5.6 

-6.6 
5.8 

1A1  13ft 

141  lOo 

142  120 

143  157 

144  142 

Carnation  2,167 
FMC  2,145 
Super  Valu  Stores  2,134 
May  Dept  Stores  2,133 

-a 

17. 
5. 

41         AC  J 

41  4b 

42  48 

43  38 

44  41 

RCA  5,329 
Esmark  5,268 
Bethlehem  Steel  5,248 
Rockwell  Intl  5,195 

11.3 
11.4 
5.4 

5.1 

Qt  Q3 

94  94 

95  101 
-96  112 

Trans  World  Airlines  2,970 
Bendix  2,966 
American  Express  2,949 
.  INA  2,932 

12.5 
13.7 
18.4 
—23.2 

1AK  ICC 
1*3  100 

146  139 

147  151 

148  164 

Crown  Zellerbach  2,126 
Singer  2,125 
Celanese  2,123 
Southland  Corp  2,116 

20.! 
3. 
Ill 

is; 

A5  55 
4D  DD 

46  50 
-47  39 
48  44 

United  Technologies  5,166 
FWWoolworth  5,152 
Caterpillar  Tractor  5,042 
Kraft  4,977 

33.2 
10.8 
1.6^ 

2.5 

Q7     1  HQ 

3/  iuy 
-98  96 

99  119 
100  102 

UAL  2,930 
TRW  2,929 
Alcoa  2,924 
Standard  Oil  Ohio  2,916 

21.6 
-13.3 
26.8 
17.4 

150  176 

151  159 

152  141 

American  Cyanamid  2,094 
Reynolds  Metals  2,084 
Iowa  Beef  Processors  2,077 
Pullman  2,069 

8J 
24. 
15. 

3. 

-"wJlQ  5Q 
^Hl7  DO 

50  47 

51  42 

52  49 

Halliburton  4,866 
BankAmerica  Corp  4,845 
Citicorp  4,844 
Beatrice  Foods  4,691 

15.6- 

2.2 
-1.9 
11.9 

mi  111 

1U1  111 

102  92 

103  97 

104  125 

Champion  Intl  2,911 
Consolidated  Edison  2,880 
Weyerhaeuser  2,868 
National  Steel  2,841 

21.3 
8.0 
18.5 
26.7 

1  CO       1  A  A 

133  144 

154  167 

155  168 

156  172 

Nabisco  2,027 
Union  Pacific  2,024 
Genl  Tire  &  Rubber  2,023 
American  Airlines  2,008 

2.i 

15.. 
15.4 
17j 

53  59 

54  59  1 

55  54 

56  64 

LTV  4,497 
:ederated  Dept  Stores  4,447 
Xerox  4,404 
R  J  Reynolds  Inds  4,291 

4.3 
19.8 

8.6 
21.6 

1  AC        1  AO 

1UD  lUo 

106  110 
~107  117 
108  100 

Consolidated  Foods  2,755 
Transamerica  2,731 
PepsiCo  2,727 
Loews  2,710 

12.8 
13.6 
-  17.5 
7.9 

1 C7       1  A Q 

13/  14o 

158  150 

159  156 

160  152 

Rapid-American  2,007 
BF  Goodrich  1,996 
Bristol-Myers  1,986 
Control  Data  1,982 

4.1 
5.i 
8. 
4. 

57  A9 

58  61 

59  60 

60  70 

Monsanto  4,270 
Ashland  Oil  4,087 
General  Foods  3,978 
Cities  Service  3,965 

17.8 
12.4 
8.3 
23.9 

1  flO  on 

110  98 

111  126 
-412  118 

CPC  International  2,696 
American  Brands  2,672 
Pacific  Gas  &  Elec  2,647 
General  Mills  2,645 

-1.7 
4.0 
18.5 
-  14.6 

-JC1  1C1 

•iDl  lOl 

162  210 

163  173 

164  170  1 

Kerr-McGee  1,955 
Boise  Cascade  1,932 
Ingersoll-Rand  1,922 
Commonwealth  Edison  1,908 

•  8.' 

32 
12. 
10. 

ci  C7 
01  3/ 

62  58 

63  71 

64  56 

Firestone  3,939 
Boeing  3,919 
Amerada  Hess  3,915 
Greyhound  3,727 

5.8 
5.4 
23.1 
-0.2 

113     i nc 

113  11)3 

114  107 

115  116 

116  106 

Teledyne  2,641 
Fedl  Natl  Mortgage  2,631 
Allied  Chemical  2,630 
Textron  2,627 

6.8 
7.6 
12.7 
6.8 

1 CC      1 1A 

103  1/4 

166  190 

167  169 

168  179 

Dayton-Hudson  1,899 
Burlington  Northern  1,896 
IU  International  1,892 
Pfizer  1,888 

12. 
18. 
9. 
13.; 

fis  an 

66  63 

67  68 

68  76 

Connecticut  General  3,653 
W  R  Grace  3,615 
McDonnell  Douglas  3,544 
International  Paper  3,541 

21.2 
2.4 
8.8 

14.9 

117  191 

118  134 

119  113 

120  115 

Owens-Illinois  2,590 
General  Dynamics  2,553 
Foremost-McKesson  2,553 
Republic  Steel  2,546 

13.2 
18.2 
7.3 
9.1 

icq  101 
103  101 

170  180 
-171  177 

172  186 

Southern  Pacific  1,883 
H  J  Heinz  1,882 
Burroughs  1,871 
Pub  Svc  Elec  &  Gas  1,870 

14. 
13. 
-  11 
14. 

~69  73 

70  87 

71  84 

72  74 

Minn  Mining  &  Mfg  3,514 

Cnlffatp-Palmnlivp     °.  51 1 

Marathon  Oil  3,488 
Lucky  Stores  3,483 

"•12.4 

9?  8 
21.2 
12.0 

191  137 

10/ 

-122  127 

123  103 

124  89 

City  Investing  2,535 
Johnson  &  Johnson  2,523 
Food  Fair  2,507 
Honeywell  2,495 

20.4 
•  13.4 
1.0 
-9.6 

173  1QO 

1/0  100 

174  185 

175  155 
»*76  191 

American  Elec  Power  1,869 
Borg- Warner  1,862 
Mfrs  Hanover  Corp  1,858 
Kaiser  Alum  &  Chem  1,852 

13 
13. 
0. 

•  17. 

73  77 
13  II 

74  75 

75  95 

76  72 

Household  Finance  3,479 
Continental  Group  3,458 
Gulf  &  Western  Inds  3,396 
Ralston  Purina  3,394 

13.0 
11.5 
30.5 
7.8 

1  3E       10  0 

1Z5  lil 

-126  123 

127  124 

128  135 

Signal  Companies  2,480 
Amer  Home  Products  2,472 
Raytheon  2,463 
Continental  Corp  2,422 

14.4 
-r  9.4 

9.7 
14.4 

1 77  1  CO 

l//  loo 

178  171 

179  187 

180  192 

Central  Soya  1,837 
Combustion  Engineerg  1,831 
Eastern  Air  Lines  1,825 
Fleming  Companies  1,819 

2 

7j 
12. 
16. 

77  C7 

78  65 

79  82 

80  91 

Borden  3,381 
Litton  Industries  3,355 
Winn-Dixie  Stores  3,266 
American  Stores  3,207 

0.4 
—2.3 
10.3 
17.3 

1Z9  13d 

130  131 

131  154 

132  122 

Inland  Steel  2,388 
Warner-Lambert  ^,349 
Coastal  States  Gas  2,317 
American  Motors  2,315 

13.3 

Q  1 

0.1 

23.6 
1.5 

1 fil      1 7Q 

lol  l/o 

182  165 

183  145 
•184  193 

So  Calif  Edison  1,817 

AlliaH  Ctnrac       1  ftl  A 

Awea  oiores  1,014 
J  P  Morgan  &  Co  1,812 
Schlumberger  1,810 

8. 
2 

-7 
—  15 

81  86 

82  79 

83  78 

84  86 

Lockheed  Aircraft  3,203 
Sperry  Rand  3,203 
Armco  Steel  3,151 
American  Can  3,143 

-5.5 
5.3 
3.4 
9.5 

133  128 

134  133 

135  146 

136  129 

Uniroyal  2,315 
NCR  2,313 
Burlington  Inds  2,285 
United  Brands  2,277 

5.8 
6.8 
16.7 
4.1 

185  160 

186  197 

187  236 

188  213 

Standard  Brands  1,810 
Eaton  1,808 
Fluor  1,802 
Columbia  Gas  System  1,795 

0. 

16. 
35. 
24 

158 


FORBES,  MAY  15,  1977 


The  Forbes  Sales  500 


% Change 

%  Change 

% Change 

;  Rank 

Sales 

Over 

Rank 

Sales 

Over 

Rank 

Sales 

Over 

S'6  1975 

Company    ($000,000)  1975 

1976 

1975         Company    ($000,000)  1975 

1976 

1975 

Company  ($000,000) 

1975 

[1  207 

Beneficial  Corp 

1,743 

17.6 

241 

202 

Pittston 

1,415 

-5.9 

293 

286 

Walgreen 

1,170 

8.4 

11  219 

North  Amer  Philips 

1,724 

22.3 

242 

242 

Chessie  System 

1,415 

9.7 

294 

280 

Pacific  Lighting 

1,161 

5.7 

H  162 

Chemical  New  York 

1,716 

-4.5 

243 

203 

Bankers  Trust  NY 

1,398 

-6.5 

295 

285 

Zayre 

1,161 

3.9 

m  194 

Babcock  &  Wilcox 

1,692 

8.1 

244 

231 

Western  Bancorp 

1,393 

2.7 

296 

339 

National  Distillers 

1,156 

24.6 

If  201 

IC  Industries 

1,689 

12.2 

245 

257 

Kellogg 

1,385 

14.2 

297 

322 

Dillon  Companies 

1,148 

18.5 

1  184 

Norton  Simon 

1,684 

2.5 

246 

265 

Northern  Natural  Gas 

1,383 

18.9 

298 

340 

Middle  South  Utils 

1,145 

24.1 

li  216 

Lincoln  Natl  Corp 

1,681 

17.4 

247 

250 

Olin  Corp 

1,377 

9.2 

299 

301 

Charter  Company 

1,143 

11.8 

I    189  Pan  Am  World  Airways 

1,662 

3.5 

248 

261 

Scott  Paper 

1,374 

15.3 

300 

299 

Ethyl 

1,135 

10.3 

V  205 

Merck 

1,662 

11.5 

249 

251 

Carter  Hawley  Hale 

1,372 

9.6 

301 

281 

Genesco 

1,135 

3.6 

I!  228 

Texas  Instruments 

1,659 

21.3 

250 

211 

First  Chicago  Corp 

1,361 

-5.9 

302 

292 

Oscar  Mayer 

1,133 

7.4 

r  188 

American  Standard 

1,654 

2.0 

251 

272 

Diamond  Shamrock 

1,357 

20.1 

303 

352  Utd  Energy  Resources 

1,127 

27.5 

|i  221 

St  Regis  Paper 

1,642 

17.7 

-252 

284 

U  S  Fidelity  &  Gty 

1,354 

24.7 

304 

346 

Crum  &  Forster 

1,125 

24.2 

|.  199 

Campbell  Soup 

1,635 

5.8 

253 

243 

CIT  Financial 

1,353 

5.0 

305 

317 

Merrill  Lynch  &  Co 

1,125 

14.9 

i    158  Archer  Daniels  Midland 

1,621 

-11.1 

254 

223 

El  Paso  Company 

1,351 

-2.8 

306 

372 

Houston  Natural  Gas 

1,121 

36.7 

li)  200 

Lykes 

1,620 

6.7 

255 

233 

U  S  Industries 

1,347 

0.4 

307 

175 

Amstar 

1,119 

-33.7 

lr   198  Supermarkets  General 

1,613 

4.0 

256 

248 

Avco 

1,345 

5.5 

308 

338 

Carrier 

1,112 

19.6 

Hi  195 

Grand  Union 

1,611 

3.1 

257 

291 

Amer  Broadcasting 

1,342 

26.1 

-309 

316 

Hewlett-Packard 

1,112 

— '  13.3 

H  253 

Mead 

1,599 

28.5 

258 

254 

Eli  Lilly 

1,341 

8.7 

310 

308 

AMF 

1,111 

10.6 

■  218 

Hercules 

1,596 

12.9 

259 

244 

SCM 

1,332 

3.5 

311 

328 

Duke  Power 

1,108 

16.1 

■  215 

Santa  Fe  Industries 

1,594 

11.3 

260 

267 

Amer  Hospital  Supply 

1,325 

15.9 

312 

■ 

Emhart 

1,106 

211.3 

If  209 

Whirlpool 

1,593 

8.6 

261 

278 

Johns-Manville 

1,314 

18.1 

313 

318 

American  Intl  Group 

1,105 

12.9 

a  196 

Gamble-Skogmo 

1,590 

2.0 

262 

259 

ARA  Services 

1,307 

9.2 

314 

298 

Va  Electric  &  Power 

1,104 

6.8 

§■  206 

Kimberly-Clark 

1,585 

6.8 

263 

273 

Missouri  Pacific  Corp 

1,288 

15.7 

315 

416 

ENSERCH 

1,104 

54.1 

£  234 

Consumers  Power 

1,581 

17.9 

264 

246 

N  L  Industries 

1,286 

0.5 

316 

309 

ASARCO 

1,104 

9.9 

|l  262 

Northwest  Industries 

1,569 

32.1 

265 

274 

Heublein 

1,283 

14.1 

317 

407 

J  Ray  McDermott 

1,102 

48.4 

lr  227 

Interco 

1,566 

13.8 

266 

300 

Colt  Industries 

1,267 

23.8 

318 

323 

United  Telecom 

1,101 

13.8 

B  204 

Ogden 

1,557 

4.4 

267 

217 

Clark  Equipment 

1,266 

-11.4 

319 

329 

Stauffer  Chemical 

1,100 

15.8 

ff  232 

Seaboard  Coast  line 

1,550 

15.1 

268 

289 

Detroit  Edison 

1,266 

18.2 

320 

327 

Sterling  Drug 

1,096 

14.5 

1  237 

Texas  Eastern 

1,547 

17.9 

269 

313 

Northrop 

1,265 

28.0 

321 

312 

George  A  Hormel 

1,095 

10.0 

i  222 

Associated  Dry  Goods 

1,539 

10.6 

270 

296 

Am  Natural  Resources 

1,264 

20.9 

322 

319 

United  Merch  &  Mfrs 

1,089 

11.4 

m  226 

Delta  Air  Lines 

1,529 

11.0 

271 

239 

Intl  Minerals  &  Chent 

1,260 

-3.3 

323 

276 

Crane 

1,088 

-2.9 

ju  212 

Allis-Chalmers 

1,519 

5.3 

272 

271 

Amfac 

1,251 

10.3 

•824 

349 

Owens-Corning  Fbrgls 

1,086 

—  21.9 

1  252 

Emerson  Electric 

1,505 

20.4 

273 

255 

White  Consolidated 

1,248 

1.5 

«325 

331 

Abbott  Laboratories 

1,085 

15.3 

1  238 

Motorola 

1,504 

14.7 

274 

258 

Jim  Walter 

1,235 

2.5 

326 

350 

Texas  Utilities 

1,082 

21.8 

|l  235 

Grumman 

1,502 

13.1 

275 

266 

Walter  Kidde 

1,233 

6.7 

327 

320  Niagara  Mohawk  Powr 

1,077 

10.8 

W  220 

Gillette 

1,492 

6.0 

276 

345 

Melville 

1,228 

35.2 

328 

314 

American  Petrofina 

1,071 

8.6 

ffi  249 

Albertson's 

1,491 

17.3 

277 

256 

White  Motor 

1,228 

-0.1 

329 

374 

Tesoro  Petroleum 

1,070 

31.2 

1  245 

Dart  Industries 

1,416 

15.3 

278 

394 

Gould 

1,225 

58.6 

330 

330 

General  Public  Utils 

1,069 

13.5 

1  230 

Stop  &  Shop 

1,475 

8.5 

279 

270 

Phila  Electric 

1,224 

7.9 

331 

388  Commonwealth  Oil  Rfg 

1,063 

35.6 

»  302 

Reserve  Oil  &  Gas 

1,474 

44.4 

280 

306 

Levi  Strauss 

1,220 

20.1 

332 

303 

Foster  Wheeler 

1,062 

4.0 

h  282 

Fruehauf 

1,473 

34.6 

281 

290  Studebaker-Worthingtn 

1,217 

14.0 

333 

383 

Budd 

1,061 

33.6 

K  224 

Quaker  Oats 

1,473 

6.1 

282 

294 

Norfolk  &  Western  Ry 

1,216 

15.7 

334 

324 

GAF 

1,061 

10.0 

1  240 

R  H  Macy 

1,469 

13.2 

283 

279 

Squibb 

1,215 

9.3 

335 

295 

Rohm  &  Haas 

1,053 

0.7 

1  269 

Dana 

1,444 

27.1 

284 

293 

Martin  Marietta 

1,213 

15.2 

336 

336 

Aleo  Standard 

1,051 

12.7 

|l  225 

Fisher  Foods 

1,443 

4.5 

285 

321 

Consol  Natural  Gas 

1,212 

24.8 

337 

344 

Time  Inc 

1,038 

14.0 

1  182 

Anheuser-Busch 

1,441 

-12.4 

286 

310 

St  Paul  Companies 

1,194 

19.0 

338 

401 

Cummins  Engine 

1,031 

35.3 

i  214 

Continental  Illinois 

1,437 

-0.3 

287 

277 

Wickes 

1,193 

7.0 

339 

359 

Southern  Railway 

1,028 

19.0 

iff  229 

Amer  Genl  Insurance 

1,435 

5.4 

288 

335 

Peoples  Gss 

1,193 

27.6 

340 

332 

Coming  Glass  Works 

1,026 

9.3 

W  241 

Avon  Products 

1,434 

10.8 

289 

263 

Florida  Power  &  Lt 

1,190 

0.6 

341 

348 

Upjohn 

1,026 

15.1 

ff  247 

Del  Monte 

1,430 

11.8 

290 

288 

Koppers 

1,189 

10.6 

342 

287 

Pennzoil 

1,021 

-5.3 

i)  260 

Pillsbury 

1,422 

18.7 

291 

268 

Security  Pacific 

1.179 

3.7 

343 

305 

Kaiser  Industries 

1,016 

0.0 

V  275 

J  P  Stevens 

1,421 

26.6 

292 

325 

AMAX 

1,170 

21.7 

344 

307 

Pet 

1,011 

0.2 

tot  on  500  list  in  1975. 
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%  Change 

% Change 

%Char 

Rank 

Sales 

Over 

Rank 

Sales 

Over 

Rank 

Sales 

Ovi 

19  /b 

1975           Company  ($000,000) 

1975 

1976  1975         Company    ($000,000)  1975 

19/0 

1975          Company  ($000,000] 

197 

345 

1,008 

13.6 

397 

433 

Genuine  Parts 

UGIIUIIIS  ■  Ml  W 

846 

.  24.7 

449 

■ 

West  Poin'-Pennerell 

714 

35 

346 

356 

McG  raw-Edison 

1,007 

15.2 

398 

343 

Dillingham 

846 

-7.4 

450 

474 

Eastern  Gas  &  Fuel 

711 

20 

347 

326 

Daniel  international 

1,005 

5.0 

399 

449 

Gt  Northern  Nekoosa 

845 

30.5 

451 

411 

First  Natl  Boston 

709 

-2 

348 

366 

Union  Camp 

l.UUo 

20.0 

Ann 
400 

4U3 

Brown  Group 

OA  "J 

o4o 

ill 

ACO 
43/ 

A  CO 

430 

inte  flake 

7AA 

709 

10 

349 

353 

Williams  Comoanies 

1,003 

13.7 

401 

455 

Houston  Industries 

842 

32.7 

453 

402 

Universal  Leaf 

V  III  VVl  Ofll  LtOI 

706 

-7 

350 

425 

PACCAR 

1,001 

45.2 

402 

400 

Airco 

837 

94 

454 

442 

New  England  Electric 

701 

61 

351 

341 

Jos  Schlitz  Brewing 

1,000 

8.3 

403 

415 

Wetterau 

832 

15.7 

455 

457 

Mercantile  Stores 

701 

11 

03/ 

304 

vornaoo 

yyu 

-2.7 

At\A 

404 

oco 
030 

«  i  B,»<»t£u  9  n,Hti 

Arien  Realty  &  Ovpt 

8Z9 

A  O 

— 4.Z 

463 

AaMtllu   D.i.v   #    1  ft 

Carolina  rwr  &  Lt 

698 

15 

353 

337 

Murphy  Oil 

986 

5.9 

405 

437 

Warner  Commun 

827 

23.4 

457 

438 

Camobell  Tappart 

698 

4 

354 

355 

Reliance  Group 

986 

12.5 

406 

443 

Panhandle  Eastern 

825 

25.2 

458 

462 

Di  Giorgio 

696 

13 

355 

361 

Armstrong  Cork 

981 

14.2 

407 

414 

Clorox 

822 

13.9 

459 

396 

Turner  Construction 

695 

-9 

OA  7 
04/ 

lenrtn  naaio 

Q7fi 

y/o 

8.6 

J  AO 

408 

09/ 

A  t  Staley  Mfg 

819 

r  r 
3.3 

AAA 

A  CO 

43/ 

Lear  Siegler 

CO! 

694 

81 

357 

315 

Colonial  Stores 

975 

-0.7 

M09 

424 

Air  Prods  A  Chums 

818 

17.1 

461 

■ 

Kaiser  Steel 

690 

-4 

358 

311 

Morrison-Knudsen 

975 

-2.3 

410 

398 

Eltra 

817 

6.5 

462 

■ 

Hammermill  Paper 

690 

28 

359 

334 

First  Natl  Stores 

974 

4.2 

411 

362 

American  Financial 

815 

-4.7 

463 

489 

H  F  Ahmanson 

684 

20 

OA  0 

o4z 

Holiday  Inns 

300 

5.3 

Alt 

41Z 

A  O  1 

4Z1 

MBPXL 

815 

1  C  f\ 

lb.O 

A£A 

A  77 
•ill 

Union  Electric 

coo 

17 

361 

379 

Times  Mirror 

965 

20.7 

413 

389 

GATX 

809 

3.3 

465 

459 

So  Natural  Resources 

682 

a 

362 

378 

Northwest  Airlines 

964 

20.4 

414 

381 

Crocker  Natl  Corp 

802 

0.4 

"466 

491 

Baxter  Traveno! 

681 

•  20 

363 

371 

United  States  Gypsum 

963 

17.4 

415 

445 

Kane-Miller 

800 

21.7 

467 

469 

Braniff  Intl 

680 

13 

3RA 

0O7 
09/ 

Kennecott  Copper 

24.4 

416 

one 

o9b 

Scot  Lad  roods 

"TOO 

788 

O  0 

LA 

ACQ 
400 

A  CC 

4bb 

Transco  Companies 

C7Q 

0/9 

12 

365 

404 

Revlon 

956 

26.9 

417 

441 

Safeco 

783 

18.3 

469 

473 

Knieht-Ridder  News 

678 

14 

366 

363 

Sunbeam 

954 

11.8 

418 

460 

Skaggs  Companies 

782 

25.1 

470 

470 

SmithKline  Corp 

674 

13 

367 

357 

Sherwin-Williams 

952 

9.8 

419 

393 

Evans  Products 

781 

0.9 

471 

■ 

Certain-teed 

665 

20 

3  DO 

Q7C 

Polaroid 

930 

16.9 

J  OA 

4Z0 

410 

St  Joe  Minerals 

778 

C  7 

6.7 

A7? 

a  c;  ■ 
431 

Reliance  uectric 

CCA 

004 

3 

369 

333 

Wells  Fargo 

948 

1.1 

421 

418 

P#nntvaft 

f  Villi n *m%\ 

777 

8.9 

473 

■ 

Kemper  Corp 

660 

231 

370 

390 

Phelps  Dodge 

942 

20.7 

422 

448 

McKee 

771 

18.5 

474 

439 

General  Host 

652 

-2 

371 

386 

Cbromalloy  American 

937 

18.4 

423 

434 

No  States  Power 

770 

14.0 

475 

494 

Continental  Tel 

649 

1G 

OIL. 

009 

wneeiing-rins  Meet 

Q0  1 

901 

12.6 

At  A 

4Z4 

419 

6  D  Searle 

7Ct 

761 

7  n 

IS) 

A7C 
4/0 

■ 

Ma  Indian,  DuK  Cur 

no  inaiana  run  sve 

CAS 
048 

20 

373 

408 

Central  &  South  West 

926 

25.1 

425 

208 

National  Tea 

719 

/  -J*W 

—48.4 

477 

472 

Ohio  Edison 

645 

a 

374 

382 

Westvaco 

922 

15.7 

426 

354 

Anderson-Clayton 

759 

-13.6 

478 

■ 

Pa  Power  &  Light 

644 

18 

375 

380 

National  Can 

917 

14.7 

427 

413 

Northeast  Utilities 

755 

4.6 

479 

420 

Charter  New  York 

643 

-s 

0/0 

Brunswick 

Ol  C 
913 

11.8 

A  to 

428 

A  CA 

450 

Fred  Meyer 

750 

ICO 

18ft 
♦oil 

■ 

1*         aril  DfliiitlllinAa 

benerai  neinsuiance 

041 

27 

377 

370 

Crown  Cork  &  Seal 

910 

10.3 

429 

435 

Chfxtfihrouffh-Pnnil's 

749 

10.7 

481 

497 

Jack  Eckerd 

637 

14 

378 

387 

Chubb 

901 

14.6 

430 

447 

Black  &  Decker 

748 

14.4 

482 

488 

Petrolane 

637 

12 

379 

422 

Texas  Gas  Transm 

901 

27.1 

431 

478 

Trans  Union 

747 

29.0 

-483 

423 

Mellon  National  Corp 

637 

oon 

0O7 

Allied  Supermarkets 

89/ 

-14.1 

432 

444 

Richardson- Merrell 

"74*? 

746 

1  0  o 

li.l 

AAA 

JAQ 

499 

nexnora 

DoD 

14 

381 

367 

Giant  Food 

895 

7.5 

433 

427 

Waldbaum 

745 

8.7 

485 

468 

Zale 

635 

c 

382 

409 

Marriott 

890 

21.6 

434 

412 

Tandy 

742 

40.4 

486 

■ 

Washington  Nat)  Corp 

631 

52 

383 

385 

Allegheny  Ludlum  Inds 

889 

12.2 

435 

364 

Marine  Midland  Banks 

739 

-13.2 

487 

487 

ACF  Industries 

631 

11 

IRA 
jo-* 

091 

Diamond  Intl 

QQ7 
O07 

13.9 

436 

■ 

Digital  Equipment 

lob 

Ol  a 
07.9 

AAA 

498 

ioy  manuiaciijiing 

12 

385 

376 

Tim  ken 

884 

9.9 

437 

406 

Dravo 

735 

-2.0 

489 

■ 

Norton 

630 

14 

386 

403 

National  Industries 

876 

15.4 

438 

485 

Blue  Bell 

730 

28.4 

490 

■ 

Anchor  Hocking 

629 

27 

387 

384 

Schering-Plough 

872 

9.9 

439 

429 

Akzona 

729 

6.9 

491 

■ 

Northwest  Energy 

626 

2S 

4ZB 

uoDey-uwens-roro 

070 

87Z 

27.4 

440 

479 

Ryder  System 

707 
HI 

OC  A 

109 
49 1 

AGO 

49o 

monasco 

0£3 

11 

389 

456 

Consol  Frf  ifhtwans 

"iwi  o  •  *--*^»***»aaw* 

871 

37.9 

441 

430 

Baltimore  Gat  &  Elec 

726 

6.7 

493 

■ 

Potiatch 

624 

2- 

390 

399 

Provident  Life  &  Acc 

868 

13.3 

442 

446 

Allegheny  Power 

725 

10.9 

494 

454 

Govt  Employees  Ins 

623 

—  6 

391 

417 

HtCOR 

862 

20.3 

443 

436 

Long  Island  Lighting 

725 

7.9 

495 

483 

Borman's 

622 

c 

392 

368 

Ralph  M  Persons 

859 

3.2 

444 

■ 

Fiickinger 

724 

37.4 

496 

■ 

Avnet 

621 

U 

393 

360 

MCA 

859 

-0.1 

445 

432 

Liggett  Group 

721 

6.3 

497 

■ 

SCOA  Industries 

620 

23 

394 

365 

Castle  &  Cooke 

850 

0.9 

446 

463 

Lone  Star  Industries 

719 

17.6 

498 

500 

G  C  Murphy 

620 

U 

395 

■ 

Tosco 

848 

93.7 

447 

467 

Clark  Oil  &  Refining 

718 

19.7 

499 

■ 

AO  Smith 

619 

3i 

396 

377 

Intl  MultHoods 

847 

5.8 

448 

440 

Whittaker 

714 

7.6 

500 

475 

Nash  Finch 

618 

i 

m  Not  on  500  list  in  1975. 
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The  greatest  threat  to  the  gorilla 's  existence 
is  the  greatest  threat  to  your  existence. 

Man. 

Tribesmen  of  central  Africa  who  consider  gorilla  meat 
a  delicacy  represent  this  giant  primate's  most  serious  threat. 

Your  plant's  worst  enemy  is  man  too.  Human  error  accounts 
for  nearly  three-quarters  of  industry's  fire  losses.  But  you  can  better 
your  chances  just  by  practicing  the  basic  principles  of  loss  control. 
And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 


Allendale  Park.  Johnston,  Rhode  Island  02919 


—  A  diferen^a  entre  o  Chemical  Bank  e  outros  gigantes  internacionai: 
nao  esta  no  dinheiro.  Esta  em  sua  capacidade  de  agir  — 


Overlooking  Sugarloaf  Mountain,  Rio  de  Janeiro.  Brazil 

"The  difference  between  Chemical  Bank  and  the  other 
international  giants  isn  t  money.  It's  resourcefulness." 


More  than  money.  In  any  language. 


Chemical  Ia 


Mam  Office  20  Pine  Street,  New  York.  N  Y  10015  Bahrain,  Beirut,  Birmingham,  Bogota,  Brussels,  Buenos  Aires.  Cairo,  Caracas. 
Channel  Islands.  Chicago,  Dubai.  Edinburgh,  Frankfurt.  Hong  Kong.  Jakarta,  London,  Madrid.  Manila.  Mexico  City.  Milan.  Monrovia,  Nassau,  Pans, 
Rio  de  Janeiro,  Rome.  San  Francisco,  Sao  Paulo.  Singapore.  Sydney.  Taipei.  Tehran.  Tokyo,  Toronto,  Vienna.  Zurich. 


You  are  looking  at  a  news  story 
covering  a  news  story. 

There's  a  story  in  our  new  TV  camera  itself.  Conventional  TV  news 
coverage  depends  on  bulky  TV  equipment  or  16mm  film  cameras.  Our 
lightweight  TK-76  offers  a  better  way. 

The  RCA  TK-76  portable  color  camera  weighs  about  20  pounds: 
as  light  as  some  hand-held  film  cameras  This  means  it  can  keep  up 
with  fast-moving  news,  producing  high-quality  pictures,  for  either  live 
broadcast  or  tape  replay.  Without  high  film  cost  and  processing  delays. 
Furthermore,  the  RCA  TK-76  requires  no  back-pack;  a  six-pound 
battery  belt  will  run  it  for  an  hour  and  a  half. 

This  is  the  kind  of  product  development  you'd  expect  from  RCA. 
After  all,  from  pioneering  color  TV  to  television  pictures  from  the  moon, 
we've  not  only  kept  up  with  the  news. .  we've  made  it. 


The  Forbes 
Assets  500 

In  the  go-go  days,  they 
sneered  at  mere  physical 
assets.  But  no  more;  it's 
what  the  acquisition  game  is  all  about. 

Not  surprisingly,  banks  dominate  the  asset  list.  Of  the 
top  25  corporations  in  assets,  12  are  banks  or  banking-re- 
lated. Five  are  oil  companies.  Two  are  auto  companies. 
Rounding  out  the  list  is  an  insurance  company  (Aetna); 
a  retailer  (Sears);  the  telephone  company  (American 
Telephone  &  Telegraph ) ;  a  mixed  telephone-electronics 
company  ( General  Telephone  &  Electronics ) ;  a  conglom- 
erate ( International  Telephone  &  Telegraph ) ;  and,  of 
course,  International  Business  Machines. 

Top-heavy  with  banks?  Yes,  but  the  banks  don't  really 
own  all  this  money.  They  borrow  it  at  one  end  and  lend 
it  out  at  the  other;  you  might  say  that  they  turn  spare 
cash  into  spending  money.  This  is  why  the  banks  domi- 
nate the  asset  list  but  not  the  other  Forres  500  rankings; 
their  actual  capital  and  earnings  loom  small,  relative  to 
their  assets. 

What  with  inflation  and  economic  growth,  most  com- 
panies gain  assets— but  not  always.  Companies  that  unwise- 
ly expand  too  fast,  frequently  have  to  contract  and  divest 
assets.  Thus  on  this  year's  list  both  Litton  Industries  and 
Singer  show  considerable  asset  shrinkage. 

Do  assets  matter?  Don't  ask  that  question  of  a  cor- 
porate acquisitor.  He  would  just  laugh  at  you.  Of  course 
assets  matter.  That's  what  the  acquisition  game  is  all 
about.  As  inflation,  especially  in  construction,  continues, 
the  building  of  new  plant  becomes  increasingly  risky;  can 
they  earn  enough  to  justify  the  cost?  Interestingly  enough, 
that  enhances  the  value  of  older  assets.  It  also  enhances 
the  value  of  such  intangible  assets  as  trade  names  and 
sales  organizations.  Only  last  month  Anderson,  Clayton  of- 
fered 14  times  earnings  for  Gerber  Products.  At  that  price, 
it  wasn't  earnings  alone  that  Anderson,  Clayton  wanted 
but  Gerber 's  valuable  assets  as  well.  Income  gets  taxed 
and  income  gets  spent,  but  assets,  properly  maintained, 
are  virtually  forever. 

No,  assets  aren't  the  only  measure  of  coiporate  pow- 
er. That's  why  Forbes  has  four  separate  500s— but  they 
are  a  mighty  important  one.  Investors  became  increas- 
ingly aware  of  this  fact  last  year  when,  under  Securities 
&  Exchange  Commission  orders,  about  1,000  public  com- 
panies with  extensive  assets  were  required  to  report  the 
replacement  value  of  their  plant  and  equipment  as  well 
as  its  historical  book  value.  ■ 


%  Change 

Rank                            Assets  Over 
1976  1975         Company    ($000,000)  1975 

1  1 

2  2 

3  3 

4  4 

American  Tel  &  Tel  86,717 
BankAmerica  Corp  73,913 
Citicorp  64,282 
Chase  Manhattan  45,638 

8.2 
10.7 
11.1 
10.2 

—  5  5 

6  6 

7  7 

8  8 

Exxon  36,331 
Fedl  Natl  Mortgage  32,393 
Mfrs  Hanover  Corp  31,483 
J  P  Morgan  &  Co  28,766 

-10.6 
2.5 
11.3 
11.4 

9  9 
-10  10 

11  11 

12  12 

Chemical  New  York  26,614 
General  Motors  24,343 
Bankers  Trust  NY  22,249 
Continental  Illinois  21,975 

12.0 
-12.7 
7.9 
8.6 

13  13 

14  14 
-45  16 

16  20 

First  Chicago  Corp  19,834 
Western  Bancorp  19,672 
Sears,  Roebuck  18,857 
Mobil  18,767 

4.3 
5.1 
-  12.4 
24.7 

«47  15 
18  19 
-M  18 

Texaco  18,194 
Aetna  Life  &  Cas  18,191 
IBM  17,723 

-«*  5.4 
17.6 
-114.1 

20  17 


Intl  Tel  &  Tel  17,549  8.1 


21  21  Security  Pacific  16,401  10.3 

22  22  Fortl  Motor  15,749  12.5 

23  23  Standard  Oil  Calif  13,765  6.8 

24  24  General  Tel  &  Elec  13,601  7.0 


925  25  Gulf  Oil  13,449  *8.2 

26  27  Travelers  13,370  18.9 

27  26  Wells  Fargo  12,969  4.9 
H£8  32  General  Electric  12,050  -  23.4 


.29  31  Standard  Oil  Ind  11,213  <U3.8 

30  29  Marine  Midland  Banks  10,719  -3.5 

31  30  Crocker  Natl  Corp  10,711  2.5 

32  33  Connecticut  General  10,625  14.8 
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% Change 

% Change 

%Cha 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

Rank 

Assets 

Ov 

1976 

1975         Company    ($000,000)  1975 

1976 

1975         Company    ($000,000)  1975 

1976  1975         Company    ($000,000)  19 

33 

35 

American  Express  10,356 

15.4 

vr85 

83 

Goodyear 

4,336 

«#3.9 

137 

138 

Citizens  &  Southern 

3,159 

2 

34 

28 

Charter  New  York 

10,209 

-8.1 

86 

84 

Philadelphia  Natl 

4,318 

4.6 

138 

176 

First  Boston 

3,146 

33 

34 

Mellon  National  Corp 

9,353 

 o  i 

■*-o./ 

H.7 
0/ 

y  i 

■a  tiecinc  &  rower 

A  01  C 

4,013 

11C 

11.3 

1  OO 

lo3 

1  A 1 

14/ 

Mercantile  Bancorp 

3,113 

12 

36 

37 

United  States  Steel 

9,168 

1  9  c 
1Z.3 

88 

1  01 

K  J  Reynolds  inas 

A  977 
4,2// 

90  0 
29.8 

140 

1  AC 

146 

NLT 

3,110 

10 

-67 

39 

Atlantic  Richfield 

8,853 

•20.2 

89 

96 

Imperial  Corp  of  Am 

4,273 

16.2 

141 

143 

Mfrs  National  Corp 

3,107 

10 

38 

36 

First  Natl  Boston 

8,499 

-1.4 

90 

92 

Union  Oil  California 

4,227 

11.9 

142 

140 

Fidelcor 

3,105 

5 

39 

38 

Northwest  Bancorp 

8,358 

10.1 

41 

00 

Union  Bancorp 

A  99C 

4,22b 

e  a 

3.U 

1  A  0 

143 

1  AO 

148 

Rainier  Bancorp 

3,055 

10 

40 

41 

Southern  Company 

8,072 

11C 

11.3 

92 

on 
89 

rniia  Electric 

A  91  7 

4,Z1/ 

c  c 
0.3 

1  AM 

144 

219 

Marathon  Oil 

3,043 

51 

41 

48 

H  FAhmanson 

7,909 

21.7 

93 

90 

City  Investing 

4,215 

7.0 

145 

144 

Chessie  System 

3,005 

6 

42 

42 

First  Bank  System 

7,844 

9.3 

94 

102 

Middle  South  Utils 

4,136 

13.8 

146 

142 

Santa  Fe  Industries 

2,997 

5 

A  C 

45 

Shell  Oil 

7,837 

11  o 

11.0 

93 

QO 

33 

Procter  &  Gamble 

a  ino 
4,luo 

19  0 
12.0 

1  A  7 

14/ 

1  0"7 

107 

BanCal  Tn-State 

2,989 

—31 

44 

40 

Natl  Detroit  Corp 

7,553 

0  0 

2.8 

96 

OO 
30 

Duke  Power 

A  ACQ 

o  e 

0.3 

1  JO 

148 

145 

National  City  Corp 

O  ,,77 

2,977 

5 

45 

44 

CIT  Financial 

7,489 

6.7 

97 

97 

Household  Finance 

4,038 

10.1 

149 

150 

Texas  Eastern 

2,906 

6 

46 

46 

Pacific  Gas  &  Elec 

7,420 

12.1 

98 

101 

First  Wisconsin  Corp 

4,035 

10.7 

150 

166 

Deere 

2,893 

18 

4/ 

A  O 

4o 

First  Penna  Corp 

7,214 

9  1 
2.1 

04 

73 

Monsanto 

0,330 

11  O 

14.  o 

1  CI 

131 

141 

Rockwell  Intl 

2,889 

U 

48 

At 

4/ 

Tenneco 

7,177 

100 

benerai  ruDiic  ums 

1  CO 

149 

Northeast  Utilities 

2,873 

A 

4 

49 

51 

First  IntJ  Bshs 

7,167 

12.7 

101 

118 

Walter  E  Heller  Intl 

3,931 

18.1 

•153 

174 

SSKresge 

2,866 

-20 

•50 

80 

INA 

7,162 

••66.2 

102 

108 

Occidental  Petroleum 

3,905 

11.5 

154 

152 

UAL 

2,865 

6 

CI 
31 

Chrysler 

7,074 

1110 

QC 
33 

Southern  Pacific 

o  oni 

A  7 
1./ 

ICC 

156 

Armco  Steel 

9  QOd 

Z,oo4 

C 
C 

"52 

ylQ 
43 

E 1  du  Pont 

7,018 

■•104 

1 1  C 
113 

Caterpillar  Tractor 

^  13.U 

1  CC 

lab 

372 

Mercantile  Texas 

9  Q9A 

1  10 

53 

50 

American  Elec  Power 

6379 

7.4 

105 

125 

Texas  Utilities 

3,878 

19.4 

157 

154  Niagara  Mohawk  Power 

2,816 

6 

"-54 

54 

Dow  Chemical 

6,849 

-17.1 

106 

114 

Florida  Power  &  Lt 

3,866 

13.1 

158 

155 

Lincoln  First  Banks 

2,806 

6 

CC 
33 

cc 
3D 

Union  Carbide 

6,622 

ICO 
13.0 

in.7 
iu/ 

1  fin 

1UU 

Detroit  Edison 

0  QC7 

0,83/ 

C  7 
3./ 

ICO 

139 

163 

AMAX 

9  7QQ 
2,/33 

56 

cc 
03 

Merrill  Lynch  &  Co 

6,618 

oc  c 
03.0 

108 

QA 

34 

Run 

0  OOC 
0,800 

0  A 
O.U 

160 

168 

National  Steel 

9  7QQ 

lb 

57 

52 

Consolidated  Edison 

6,589 

4.3 

109 

105 

Nortrust  Corp 

3,833 

8.5 

161 

157 

First  Union  Bancorp 

2,798 

8 

58 

58 

Republic  of  Texas 

6,521 

25.1 

no 

116 

Consumers  Power 

3,815 

13.5 

162 

175 

Maryland  National 

2,787 

17 

0/ 

Gt  Western  Financial 

6,302 

1  7  C 
1/.3 

111 
111 

1  Ofi 

lev) 

Micnigan  national 

0,/UO 

19  9 

ICO 

163 

173 

Amerada  Hess 

O  777 

lb 

60 

Ql 
Ol 

Standard  Oil  Ohio 

6,260 

A  Q  0 
48.0 

112 

Union  Pacific 

R  1 
0.1 

1  CA 

164 

153 

Seaboard  Coast  Line 

0  77C. 

•> 
J 

61 

55 

Loews 

6,225 

7.4 

113 

109 

Weyerhaeuser 

3,682 

13.4 

165 

162 

WR  Grace 

2,756 

9 

62 

61 

First  Charter  Finl 

6,208 

22.3 

114 

117 

International  Paper 

3,640 

8.9 

166 

160 

United  Telecom 

2,725 

6 

—  CO 

CQ 

Continental  Oil 

6,042 

-•1  c  c 

fie 
113 

1  9C 

12b 

£a44u  Ail 

berry  on 

0  C9Q 
0,029 

1  9  A 
1Z.U 

1C7 

167 

159 

Norfolk  &  Western  Ry 

9  71 A 

0 

64 

ca 
b(J 

Commonwealth  Edison 

5,910 

1  A  1 

14.1 

116 

1  97 
12/ 

Cities  Service 

Q  CI  C 

0,013 

11S 

ICO 

loo 

181 

Pa  Power  &  Light 

9  Afi7 

1  j 

65 

67 

Continental  Corp 

5,674 

18.8 

117 

130 

BancOhio  Corp 

3,596 

11.8 

169 

169 

El  Paso  Company 

2,660 

10 

--66 

62 

Eastman  Kodak 

5,517 

•  9.3 

118 

111 

Avco 

3,590 

4.7 

170 

151 

United  Technologies 

2,626 

-2 

A7 
0/ 

CO 
DO 

Lincoln  Natl  Corp 

5,347 

1  0  A 

HQ 
113 

IOC 

103 

Dhilln  Unrric 

rniup  wioms 

0  coo 

0,38Z 

1A  0 
14.0 

171 
1/1 

164 

Am  Natural  Resources 

68 

CC 

DO 

Westinghouse  Elec 

5,318 

9.3 

120 

i  m 
1U/ 

intl  Harvester 

0  C7C 

0,3/3 

1  0 
1.0 

1  79 

172 

165 

United  Va  Bankshares 

o  cno 

D 

69 

73 

Seafirst 

5,310 

17.0 

121 

112 

Alcoa 

3,570 

4.4 

173 

171 

Georgia-Pacific 

2,584 

7 

70 

71 

First  City  Bancorp 

5,256 

14.8 

122 

106 

Wachovia  Corp 

3,560 

3.8 

174 

161 

Sperry  Rand 

2,581 

1 

71 

CA 

04 

Transamerica 

5,210 

£  A 

6.4 

1  OQ 

7Q 
10 

Penn  Central 

0  C90. 
0,3/3 

lO  7 

—  13./ 

1  7C 

•175 

209 

Halliburton 

Z.OOo 

 99 

72 

TC 
/3 

Bank  of  New  York 

5,202 

15.4 

124 

38 

Girard 

0  jlOC 

0,433 

a  c 
— 4.b 

17C 

176 

172 

Carolina  Pwr  &  Lt 

0  ^AA 

R 

73 

74 

Texas  Commerce  Bshs 

5,196 

14.9 

125 

128 

J  C  Penney 

3,484 

8.0 

-177 

167 

Burroughs 

2,539 

-  4 

74 

63 

Control  Data 

5,127 

1.8 

126 

119 

Gulf  &  Western  Inds 

3,480 

5.3 

178 

197 

St  Paul  Companies 

2,533 

17 

75 
/□ 

79 
1  i. 

Phillips  Petroleum 

5,068 

11C 

11.3 

1  OA 
1Z4 

souineasi  Banning 

0  O.QA 
0,034 

A  A 

1  70 
1/3 

178 

Teledyne 

7 

76 

CO 
03 

So  Calif  Edison 

4,947 

C  A 

6.4 

128 

1  09 

132 

UtIKUl  1  HANK  uorp 

0  OQ1 
0,001 

C  A 
O.U 

1  OA 

180 

170 

American  Brands 

9  AK.fi 

i 

77 

70 

Bethlehem  Steel 

4,939 

7.6 

129 

122 

Burlington  Northern 

3,381 

3.1 

181 

185 

Bamett  Banks  Fla 

2,444 

10 

78 

82 

Harris  Bankcorp 

4,907 

16.9 

130 

134 

Beneficial  Corp 

3,374 

6.4 

182 

183 

Allied  Chemical 

2,439 

A 

3 

79 

79 

Sun  Company 

4,836 

10.3 

131 

129 

Pittsburgh  National 

3,363 

4.5 

183 

179 

Shawmut  Corp 

2,419 

4 

80 

76 

Pub  Svc  Elec  &  Gas 

4,749 

6.2 

132 

123 

Valley  Natl  Bk  Ariz 

3,325 

1.5 

184 

204 

IU  International 

2,397 

13 

81 

87 

Amer  Genl  Insurance 

4,689 

14.8 

rl33 

139 

Minn  Mining  &  Mfg 

3,324 

>i0.2 

185 

201 

Centran  Corp 

2,373 

11 

82 

77 

Xerox 

4,612 

3.5 

134 

136 

U  S  Bancorp 

3,271 

5.3 

186 

182 

IC  Industries 

2,353 

4 

83 

85 

NCNB 

4,433 

8.4 

135 

133 

Firestone 

3,261 

2.5 

187 

189 

First  Natl  State  Bcp 

2,347 

6 

84 

86 

CleveTrust  Corp 

4,348 

6.4 

136 

131 

Columbia  Gas  System 

3,244 

1.3 

188 

212 

Ohio  Edison 

2,344 

14 

166 


FORBES,  MAY  15,  1977 


We've  been  railroading  for  over 
108  years  in  a  progressive  way, 
and  thafs  not  all- 


SANTA  FE 

INDUSTRIES.  INC. 


Diversification  is  not  new  for  the  Santa  Fe.  It  is  the  plus  factor  that 
has  contributed  to  the  strength  and  growth  of  the  total  company. 

For  example,  we've  been  developing  real  estate  for  100  years, 
operating  a  busy  truck  line  for  50  years,  lumber  for  39  years,  in  petroleum 
production  for  78  years  and  managing  coal  properties  for  89  years.  Pipe- 
lines and  construction  are  also  a  part  of  our  diversified  operation. 

All  of  this  and  108  years  of  running  a  progressive  railroad.  The  name 
Santa  Fe  covers  all  of  it,  modern  freight  transportation,  plus  natural 
resources,  plus  real  estate  and  construction. 


This  new  automated  classification  yard  at 
Barstow,  California,  is  an  example  of  modern 
facilities  now  operating  along  the  Santa  Fe 
Barstow  Yard  has  118  miles  of  track  covering 
600  acres  and  can  classify  as  many 
as  2,700  cars  per  day 


For  information  about  the  many  ways  we  can  serve  you,  write  for  Santa  Fe  Fact  Book 

SANTA  FE  INDUSTRIES,  INC.,  224  South  Michigan,  (312)  427-4900, 


Chicago,  III.  60604 


recora-Keeping 
problems 

the  way 
3Mcan. 


COM 


for  compact 
data  retrieval. 


Only  3M  Beta  System  offers  programmable  COM 
with  a  business  graphics  plus  -  to  make  your  COM 
output  more  useful  to  your  company's  decision  makers! 

Highlight  the  data!  The  3M  Beta  System  gives  you 
underlines,  italics,  bold  face,  8  different  character 
sizes  through  simple  operator-entered  instructions. 
No  host  computer  modification  needed! 
Graph  the  data!  Convert  complicated  numbers  to 
easy-to-scan  pie  charts,  graphs,  tables.  The  System  includes 
all  software  needed  for  graphic  data  presentation. 
Equally  important,  nobody  offers  the  total  system  support 
3M  can. 


CARTRIDGES 


for 


file  intesrity. 


There's  no  misplacing  ^ 
records  when  you  film  on 
cartridge  microfilm  with  3M  "3400' 
series  Cameras.  The  "3400"  with  auto- 
feed  automatically  microfilms  about  90  letter- 
ize  documents  a  minute.  The  "3401"  handles  oversize 
documents  up  to  15%"  wide  in  comic  mode;  with  Computer  Forms 
Feed,  it  films  7800  print-out  lines  a  minute.  Both  3M  Cameras 
'blip"  the  film  for  automatic  retrieval  in  as  little  as  28  seconds! 


CARDS 

for  drawings 
distribution. 


There's  only  one  \„ 
amera  that  takes  just 
45  seconds  to  reduce  bulky 
engineering  drawings  to  complete,  compact,  easily-mailed,  easily- 
Filed  camera  cards.  This  pushbutton  3M  "2000E"  Microfilm  Pro- 
:essor  Camera  accommodates  A-E  size  drawings  on  a  single 
'copy  board.  Provides  low-cost  storage  and  distribution  of  draw- 
ings and  specs  to  the  other  side  of  your  plant,  city,  country,  or 
Lvorid! 


FICHE  for  easy 

updatability. 


I  n  t  r  o  d  u  c  i  n  g~ 
"SRC"  1050-the  first 
all-dry  microfiche  system! 
No  liquids,  no  chemicals,  no  plumb- 
ing. And  it's  the  quickest  of  all  systems,  easiest 
to  learn. 

The  Camera  produces  a  complete  f  iche  -  titled, 
filmed  and  dry  processed  -  in  less  than  1 2  min- 
utes. The  3M  Duplifiche  Printer  produces 
standard  microfiche  copies,  either  dry  diazo 
or  vesicular.  The  Developer  eliminates  am- 
monia-and  its  odors,  venting,  plumbing  and 
hazards.  You  choose  dry  diazo  or  vesicular  by 
flipping  a  switch.  The  Reader  Printer  makes 
copies  superior  in  quality  and  contrast  to  wet 
electrostatic -yet  is  competitively  priced! 


Nobody  has  as  many  ways  to  reduce  record- 
keeping problems  through  microfilm  as  3M 
Company.  So  let  3M  show  you  the  way.  Call  your 
local  3M  Business  Products  Center  or  write 
Microfilm  Products  Division,  3M  Company, 
St.  Paul,  MN  55101. 


Better  microfilm 
systems  start  here... 


3EY1 

COmPANY 


The  Forbes  Assets  5( 


% Change 

Rank                           Assets  Over 
1976  1975         Company    ($000,000)  1975 

% Change 

Rank                           Assets  Over 
1976  1975         Company    ($000,000)  1975 

%Chai 

Rank                           Assets  Ove 
1976  1975         Company    ($000,000)  191 

189  188 

190  213 

191  190 

192  210 

Reynolds  Metals  2,342 
U  S  Fidelity  &  Gty  2,342 
Peoples  Gas  2,336 
Republic  Steel  2,333 

6.2 
15.4 

6.2 
12.6 

241  283 

242  238 

243  263 

244  237 

Crum  &  Forster  2,040 
PP6  Industries  2,033 
Capital  Holding  Corp  2,027 
General  Foods  2,013 

24.6 
8.8 

16.9 
6.1 

293  290 

294  276 

295  326 

296  301 

Bank  of  Virginia  1,747 
Ingersoll-Rand  1,745 
Financial  Federation  1,736 
Burlington  Inds  1,734 

9. 

4. 
18 
10. 

193  180 

194  192 

195  205 

196  196 

American  Financial  2,325 
Baltimore  Gas  &  Dec  2,325 
First  Security  2,322 
Union  Electric  2,316 

0.0 
6.3 
10.3 
7.1 

245  257 

246  265 
««247  268 

248  250 

United  Financial  Cal  2,010 
American  Cyanamid  2,002 
Schlumberger  1,995 
Franklin  Life  Ins  1,977 

12.8 
16.3 
-46.3 
8.8 

297  299 
-'298  302 

299  305 

300  317 

Boise  Cascade  1,731 
Johnson  &  Johnson  1,731 
First  Banc  Group  1,727 
Reliance  Group  1,718 

10 

—  11. 
12 
14. 

197  191 

198  208 

199  184 

200  187 

NCR  2,312 
First  Union  Corp  2,308 
Kennecott  Copper  2,308 
No  States  Power  2,306 

5.3 
10.2 
3.9 
4.5 

249  241 

250  311 

251  266 

252  211 

American  Can  1,956 
Republic  New  York  1,950 
Transco  Companies  1,949 

Hartford  Natl  1,948 

5.4 
28.5 
13.5 
-5.7 

301  335 

302  289 

303  282 

304  295 

Dresser  Industries  1,717 
American  Airlines  1,715 
New  England  Electric  1,714 
Safeway  Stores  1,709 

20. 
6 
4. 
8 

201  203 

202  198 

203  202 

204  220 

Southern  Railway  2,304 
Amer  Fletcher  2,296 
Southwest  Bancshares  2,292 
Houston  Industries  2,290 

9.1 
7.1 
8.0 
14.3 

253  253 

254  298 

255  261 

256  242 

Consol  Natural  Gas  1,947 
Texas  American  Bshs  1,934 
Alabama  Bancorp  1,931 
State  Street  Boston    1 ,93 1 

8.2 
23.1 
10.0 

4.1 

305  310 

306  325 

307  279 

308  347 

Williams  Companies  1,709 
Huntington  Bshs  1,701 
Riggs  Natl  Bank  1,699 
Safeco  1,692 

12. 
16. 
2. 
23. 

205  222 

206  258 

207  247 

208  207 

Central  &  South  West  2,277 
American  Intl  Group  2,275 
Federated  Dept  Strs  2,269 
Jefferson-Pilot  2,268 

14.8 
27.8 
23.3 
8.1 

257  251 

258  246 

259  255 

260  264 

Warner-Lambert  1,930 
FMC  1,920 
Boeing  1,919 
Provident  Natl  Corp  1,918 

6.7 
4.1 
7.3 
10.5 

309  285 

310  306 

311  300 

312  361 

Missouri  Pacific  Corp  1,670 
Southwestern  Life  1,665 
Bendix  1,654 
General  Reinsurance  1,648 

2. 
8. 
5. 
25. 

209  249 

210  215 

211  195 

212  199 

Gibraltar  Financial  2,242 
California  First  Bnk  2,214 
GATX  2,210 
Industrial  National  2.208 

23.1 
9.3 
2.0 
3.5 

261  271 

262  233 

263  270 

264  230 

Society  Corp  1,911 
Celanese  1,910 
Coca-Cola  1,903 
Indiana  National  1,903 

12.1 
0.1 
11.2 
-2.0 

313  318 

314  288 

315  308 

316  303 

Fidelity  Union  Bncp  1,638 
Uniroyal  1,634 
Crown  Zellerbach  1,630 
Florida  Natl  Banks  1,628 

9. 
1. 
7. 
5. 

213  236 

214  158 

215  228 

216  225 

Long  Island  Lighting  2,208 
Honeywell  2,204 
Owens-Illinois  2,195 
Continental  Group  2,189 

16.0 
-14.4 
12.7 
11.5 

265  232 

266  262 
-267  274 

268  239 

Trans  World  Airlines    1 ,895 
Investors  Div  Svcs  1,888 
TRW  1,870 
Signal  Companies  1,869 

-1.8 
7.9 
—  10.9 
0.1 

317  294 

318  323 
-319  342 

320  304 

First  Commercial  Bnk  1,626 
No  Indiana  Pub  Svc  1,626 
Kerr-McGee  1,626 
Financial  General  1,623 

2. 
10. 
-17. 

5. 

■217  206 

218  224 

219  231 

220  216 

Kaiser  Alum  &  Chem  2,181 
Champion  Intl  2,180 
American  Natl  Finl  2,177 
Pfizer  2,173 

^3.8 
10.6 

12.2 
7.6 

269  256 

270  357 

271  260 

272  245 

Midlantic  Banks  1,868 
Engelhard  Min  &  Chem  1,853 
Potomac  Elec  Power  1,845 
Beatrice  Foods  1,844 

4.5 
39.8 

3.7 
11.2 

321  307 

322  284 

323  332 

324  254 

Florida  Power  1,623 
Flagship  Banks  1,600 
Gulf  States  Utils  1,599 
Singer  1,589 

6. 
— Z. 
11. 
-11, 

221  200 

222  226 

223  186 

224  259 

First  Natl  Holding  2,141 
LTV  2,135 
McDonnell  Douglas  2,130 
Golden  West  Finl  2,129 

0.7 
8.8 
-3.5 
19.7 

273  312 

274  273 

275  287 

276  272 

Cleveland  Bee  Ilium  1,843 
Panhandle  Eastern  1,837 
Chubb  1,834 
Sun  Banks  of  Florida  1,826 

21.8 
8.4 

13.6 
7.3 

325  328 

326  297 

327  330 

328  345 

New  England  Merchnts  1,588 
Lockheed  Aircraft  1,586 
Eli  Lilly  1,583 
Nationwide  Corp  1,572 

9 
Ol 
10 
14 

225  229 

226  221 

227  248 

228  227 

CBTCorp  2,125 
BayBanks  2,116 
Pacific  Pwr&Lt  2,113 
USLIFE  2,109 

9.1 
6.2 
15.2 
8.1 

277  267 

278  277 

279  214 

280  252 

Trust  Co  of  Georgia    1 ,825 
Kraft  1,822 
Pennzoil  1,821 
First  &  Merchants  1,820 

6.3 
9.0 
-10.2 
1.1 

329  292 

330  327 

331  346 

332  314 

BF  Goodrich  1,568 
Liberty  Natl  Life  1,566 
Ralston  Purina  1,556 
First  Empire  State  1,553 

-1 

/ 

13 

2 

229  223 

230  269 

231  194 

232  217 

Ashland  Oil  2,105 
Coastal  States  Gas  2,100 
FWWoorworth  2,093 
Continental  Tel  2,080 

6.7 
22.6 
-3.7 

3.5 

281  280 

282  278 
-283  296 

284  329 

Borden  1,808 
Pacific  Lighting  1,802 
Merck  1,792 
Colgate-Palmolive  1,790 

9.2 
8.4 
-.13.9 

24.0 

333  316 

334  334 
«335  348 

336  358 

ASARCO  1,544 
Genl  Tire  &  Rubber  1,542 
PepsiCo  1,542 
Provident  Life  &  Acc  1,538 

2 

o 
O 

^13 
16 

233  240 

234  235 

235  193 

236  177 

Inland  Steel  2,069 
Allegheny  Power  2,063 
Litton  Industries  2,057 
Equimark  2,056 

10.8 
8.4 

-5.9 
-12.5 

285  365 

286  291 

287  286 

288  281 

Aden  Realty  &  Dvpt  1,788 
Commerce  Bancshares  1,784 
Lykes  1,776 
Phelps  Dodge  1,774 

37.0 
11.5 
8.9 
7.4 

337  349 

338  331 

339  309 

340  ■ 

Tenn  Valley  Bancorp  1,529 
Textron  1,523 
Union  Commerce  Corp  1,518 
Weeden  Holding  1,516 

12 
b 

-0 

218 

237  243 

238  275 

239  244 

240  234 

Virginia  Natl  Bshs  2,054 
First  Tennessee  Nat)  2,053 
United  Jersey  Banks  2,051 
Northern  Natural  Gas  2,041 

11.2 
22.2 
11.1 
7.1 

289  315 

290  293 

291  321 

292  478 

First  Natl  Bancorp  1,772 
Duquesne  Light  1,758 
Esmarit  1,757 
Donaldson,  Lufkin  1,750 

17.7 
10.4 
19.2 
85.7 

341  448 

342  341 

343  313 

344  376 

Raytheon  1,511 
Amer  Home  Products   1 ,51 1 
Western  Union  1,508 
Illinois  Power  1,506 

46 

a 

-0 

ia 

■  Not  on  500  list  in  1975. 
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Dallas  barely  felt  the 

recession  of  1975. 

Of  1970.  Of  1966.  Of  1958. 

£\4E  4ffl%RJ&  You  can  count  on  it. 

%&W    HBP^*!1*        I    I9iTViii  Each  time  there's  a 
downturn  in  the  nation's  economy,  there's  a  news  story  on  the  strength  of 
the  Dallas  economy.  There  are  good  reasons  for  the  consistent  strength 
of  business  here.  First,  Dallas  is 
in  the  center  of  the  fastest 
growing  section  of  the  nation, 
the  Southwest. 

Equally  important, 
Dallas  has  a  highly  diversified 
economic  base.  We're  a  center 
for  wholesaling  and  distribution. 
Banking  and  insurance.  Light 
manufacturing.  Oil  industry  hard- 
ware and  services.  Petroleum 
exploration.  Electronics. 
Agriculture.  Communications. 
Fashion.  Retailing.  And  more. 

As  the  preeminent  bank  in 
Dallas,  Republic  has  been 
essential  to  the  development  of 
this  broad  economic  base. 
As  we've  helped  Dallas  grow 
to  a  position  of  national  and 
international  prominence,  we've 
grown  ourselves.  Until  today, 
our  resources  exceed  $5  billion. 
And  we  provide  a  full  range  of 
corporate  banking  services  to 
firms  doing  business  in  local, 
regional,  national  and  inter- 
national markets. 

In  working  with  our 
business  clients,  we've  helped  make  Dallas  the  commercial  center  of  the 
Southwest.  And  Republic  National  Bank_/s  Dallas. 

Republic  National  Bank 


is  Dallas. 


A  Republic 
ol  Texas 
Company 


Member  FDIC 


The  Forbes  Assets  5 


% Change 

% Change 

%Cha 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

Rank 

Assets 

Ovl 

1976  1975         Company    ($000,000)  1975 

1976  1975         Company    ($000,000)  1975 

1976  1975          Company    ($000,000)  191 

Mir 

345 

369 

United  Banks  of  Colo 

1,503 

16.4 

39/ 

401 

Hawaii  Bancorp 

1,315 

.  12.7 

449 

425 

Citizens  Fidelity 

1,153 

5I 

346 

336 

Richmond  Corp 

1,503 

6.6 

398 

395 

So  Natural  Resources 

1,312 

10.3 

450 

384 

Northwest  Airlines 

1,152 

_5| 

347 

339 

St  Regis  Paper 

1,489 

6.8 

399 

371 

Eastern  Air  Lines 

1,301 

0.8 

451 

434 

First  Virginia  Bshs 

1,150 

7I 

348 

322 

United  Bank  Corp  NY 

1,489 

1.1 

400 

410 

MCA 

1,300 

14.8 

452 

447 

Consolidated  Foods 

1,147 

1 

349 

398 

Diamond  Shamrock 

1,481 

25.3 

in, 

401 

393 

Borg-Warner 

1,293 

8.4 

453 

460 

Allied  Bancshares 

1,136 

131 

350 

320 

Rapid-American 

1,480 

0.1 

402 

399 

Transohio  Financial 

1,287 

9.8 

454 

491 

Liberty  Natl  Corp 

1,129 

22 1 

351 

370 

D  H  Baldwin 

1,478 

14.4 

403 

435 

McDonald's 

1,284 

20.1 

455 

■ 

Wilmington  Trust 

1,129 

31 1 

352 

353 

Dominion  Bankshares 

1,475 

10.2 

404 

391 

Northwestern  Finl 

1,281 

7.1 

456 

463 

Natl  Central  Financl 

1,126 

1 

oco 

OIO 
319 

First  Amtenn  Corp 

1,4/b 

a  c 
—0.5 

A  AC 

405 

All 

411 

First  Texas  Finl 

1,280 

13.1 

457 

481 

Oklahoma  Gas  &  Elec 

1,126 

1 

354 

333 

Greyhound 

1,473 

3.1 

406 

442 

Combustion  Engineers 

1,275 

20.9 

458 

409 

Babcock  &  Wilcox 

1,124 

-ll 

355 

351 

Delta  Air  Lines 

1,467 

8.4 

407 

470 

Stauffer  Chemical 

1,269 

31.2 

459 

473 

Columbus  &  So  Ohio 

1,120 

356 

344 

Public  Service  Colo 

1,466 

6.3 

408 

387 

Anheuser-Busch 

1,268 

5.5 

460 

■ 

J  Ray  McDermott 

1,118 

1 

017 
331 

■370 

Eaton 

1  ACM 

ICQ 

lb.  8 

m  ao 
4U9 

OQO 
300 

So  New  England  Tel 

1,268 

5.8 

461 

466 

All!—.  /*!_  I 

Allis-Chalmers 

1,114 

'  1 

358 

337 

CPC  International 

1,459 

4.0 

410 

390 

Wisconsin  Elec  Power 

1,264 

5.7 

462 

485 

Texas  Instruments 

1,110 

1 

359 

381 

Public  Service  Ind 

1,458 

18.2 

411 

465 

Merchants  National 

1,264 

28.0 

463 

441 

United  Merch  &  Mfrs 

1,110 

1 

360 

354 

General  Dynamics 

1,457 

8.9 

412 

400 

Squibb 

1,255 

7.4 

464 

■ 

Fidelity  Financial 

1,106 

2/1 

JO  J. 

J4U 

May  Dept  Stores 

1  ACC 

1,456 

4.5 

419 

413 

429 

IntJ  Minerals  &  Chem 

1,249 

14.8 

465 

471 

First  Oklahoma  Bncp 

1,104 

i 

362 

364 

Kimberly-Clark 

1,452 

11.3 

414 

494 

Washington  Natl  Corp 

1,245 

36.4 

466 

■ 

No  Calif  Savings 

1,094 

363 

367 

Equitable  Bancorp 

1,451 

11.3 

415 

408 

Martin  Marietta 

1,243 

9.2 

467 

482 

Landmark  Banking  Fla 

1,089 

ie| 

364 

374 

Scott  Paper 

1,447 

12.7 

416 

405 

First  Kentucky  Natl 

1,237 

7.7 

468 

428 

United  Brands 

1,085 

-ol 

act 

occ 
Job 

Cincinnati  G  &  E 

1  AMI 

1,443 

10.6 

417 

431 

Kroger 

1,234 

13.7 

469 

426 

Rohm  &  Haas 

1,085 

-q| 

366 

324 

Pan  Am  World  Airways 

1,442 

-1.9 

418 

417 

Marine  Corp 

1,230 

9.7 

470 

452 

American  Standard 

1,084 

el 

367 

352 

Third  National  Corp 

1,435 

6.6 

419 

467 

Indust  Valley  Bank 

1,230 

25.4 

471 

438 

N  L  Industries 

1,081 

I 

368 

368 

Kaiser  Industries 

1,432 

10.7 

420 

427 

Mead 

1,227 

12.4 

472 

458 

Carnation 

1,079 

1 

ICQ 

OCO 

joy 

Hercules 

1   A  OA 

1,430 

8.7 

A  t\ 

4Z1 

406 

Central  Tel  &  Utils 

1,218 

6.1 

•■473 

489 

ILL      11    I   _  L.  ^     _ A.  -  

Abbott  Laboratories 

1,076 

-«  16l 

370 

355 

Marshall  &  llsley 

1,422 

6.5 

422 

423 

Old  Kent  Financial 

1,211 

10.4 

474 

449 

Gillette 

1,071 

371 

350 

Norton  Simon 

1,419 

4.7 

423 

404 

Equitable  Life  Iowa 

1,208 

4.8 

475 

■ 

Gould 

1,069 

eel 

372 

338 

Trans  Union 

1,413 

1.2 

424 

445 

Portland  Genl  Elec 

1,203 

15.0 

476 

454 

Olin  Corp 

1,068 

313 

ill 

Whitney  Holding  Corp 

1,412 

1  1  O 

11.8 

425 

450 

National  Distillers 

1,202 

17.3 

477 

■ 

New  Jersey  National 

1,063 

01  1 

3111 

374 

343 

Atlantic  Bancorp 

1,408 

1.6 

426 

477 

Gulf  United 

1,195 

26.7 

478 

483 

Broadview  Financial 

1,062 

\ 

375 

363 

Jim  Walter 

1,406 

7.4 

427 

433 

Johns-Manville 

1,188 

10.3 

479 

453 

Nabisco 

1,059 

41 

376 

375 

First  Natl  Charter 

1,406 

10.6 

428 

456 

San  Diego  Gas  &  Elec 

1,187 

17.5 

480 

476 

Dayton-Hudson 

1,058 

1 

31 1 

OOO 

Arizona  Public  Serv 

1,403 

14.2 

429 

402 

Murphy  Oil 

1,185 

1.7 

481 

■ 

Fruehauf 

1,048 

111 
1 

378 

386 

First  Maryland  Bncp 

1,400 

16.4 

430 

444 

First  Hawaiian  Inc 

1,185 

12.9 

482 

■ 

Union  Camp 

1,036 

2  1 

379 

396 

Northwest  Industries 

1,400 

18.2 

431 

437 

American  B  &  T  Pa 

1,184 

10.9 

483 

■ 

Texas  Gas  Transmn 

1,027 

1 

380 

360 

Central  Bancorp 

1,396 

6.2 

432 

415 

Tiger  International 

1,179 

4.5 

484 

490 

Corning  Glass  Works 

1,027 

111 

O.B.1 

01C 
J  00 

No  States  Bancorp 

1,380 

4.2 

433 

418 

Continental  Bank 

1,178 

C  A 

5.4 

485 

■ 

Kemper  Corp 

1  AOC 

1,025 

ocl 
1 

382 

403 

Texasgulf 

1,373 

18.8 

434 

413 

Newmont  Mining 

1,178 

4.3 

486 

■ 

Winters  Natl  Corp 

1,022 

22 1 

383 

362 

Boston  Edison 

1,372 

4.7 

435 

432 

Idaho  First  Natl  Bk 

1,178 

8.6 

487 

499 

Old  Stone  Corp 

1,022 

14l 

384 

383 

Southern  Bancorp  Ala 

1,370 

11.7 

436 

461 

Boatmen's  Bancshares 

1,177 

17.6 

488 

■ 

Emerson  Electric 

1,022 

2cl 

091 
303 

Hon 

Ci.nX  U  a41  ft*           A*  _  ... 

rirst  Natl  Cine  Corp 

1,370 

24.0 

437 

469 

Utah  Power  &  Light 

1,175 

21.4 

489 

■ 

Paine  Webber 

i  aoa 
l.OZU 

y«B 

386 

373 

American  Security 

1,353 

4.9 

438 

430 

Western  Financial 

1,173 

8.1 

490 

496 

G  D  Searle 

1,014 

1 

387 

392 

CBS 

1,352 

13.3 

439 

422 

Allied  Stores 

1,172 

6.5 

491 

464 

Union  Planters  Corp 

1,008 

J 

388 

421 

ENSERCH 

1,349 

22.4 

440 

457 

So  Carolina  E  &  G 

1,172 

16.5 

492 

■ 

Deposit  Guaranty 

1,008 

\m 

0O.Q 

oon 

first  Alabama  Bshs 

1,335 

6.9 

441 

414 

First-Citizens  B  &  T 

1,169 

3.5 

493 

480 

J%                 » a        Kill    rtj      a  _ 

Security  NY  State 

1,006 

.1 

M 

390 

412 

Banco  Popular  PR 

1,334 

18.1 

442 

407 

H  J  Heinz 

1,168 

2.1 

494 

■ 

Hospital  Trust  Corp 

1,002 

i;l 

391 

436 

Central  Bancshares 

1.334 

24.8 

443 

419 

Arizona  Bank 

1,164 

4.5 

495 

488 

Ogden 

1,001 

392 

397 

Bristol-Myers 

1,329 

12.3 

444 

440 

United  Missouri  Bshs 

1,162 

10.0 

496 

462 

South  Carolina  Natl 

1,000 

393 

385 

General  Mills 

1,328 

-  10.2 

445 

459 

Motorola 

1,157 

15.5 

497 

■ 

FrostBank 

997 

2:1 

394 

394 

Dart  Industries 

1,326 

11.4 

446 

468 

First  United  Bancorp 

1,156 

18.7 

498 

■ 

Bache  Group 

996 

2<l 

395 

416 

N  Y  State  Elec  &  Gas 

1,324 

17.4 

447 

424 

NICOR 

1,154 

5.2 

499 

■ 

North  Amer  Philips 

995 

i:l 

396 

389 

First  Florida  Banks 

1,318 

10.0 

448 

439 

Monumental  Corp 

1,153 

8.9 

500 

498 

Dayton  Power  &  Light 

994 

nl 

■  Not  on  500  list  in  1975. 
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\  CAR  THIS  LUXURIOUS  DOESN'T  HAVE  TO  COST  $12,000. 


Four-Door  LeBaron  Medallion 

Base  Sticker  Price  $5,594 

318  cu.  in.  V-8  Std. 

Padded  Vinyl  Roof   Std. 

Power  Steering .  .  ........ .  Std. 

Power  Front  Disc  Brakes.  .  Std. 
Automatic  Transmission  .  Std. 
Wire  Wheel  Covers .......  $35 

Whitewall  Tires.  $43 

Bumper  Guards,  Front ....  .$21 
Light  Package   .        ■.  $65 

TOTAL  $5,758* 
*Sticker  price,  including  options 
as  shown.  Taxes  and  destination 
,   charges  extra. 


It's  how  we  find  a  needl 


i 


You're  a  contractor  with  a  dit 
dig  or  a  farmer  with  seed  to  | 
You  need  a  part — fast!  Than 
AIDS— Automated  inventory 
tribution  System — the  chance 
very  good  you'll  find  the  part  ai 
Case  dealer.  If  it  isn't  there,  it  v|hatA 
picked  from  the  200,000  parts  i 
of  Case's  regional  depots  o 


Sill 


a  haystack  of  parts. 


<>r  warehouse  and  shipped 
piately. 

I  such  computerized  perfor- 
U  is  dramatic,  more  revealing 
i  system's  sophistication  is  the 
tat  AIDS  selects  and  sends  out 
I  parts  a  day  to  2,000  dealers 
iegional  depots.  This  Case- 


designed  system  is  considered  a 
model  in  the  industry. 

Doing  something  about  customer's 
needs  after  the  sale  is  one  reason 
why  Case  is  one  of  the  world  leaders 
in  machinery  for  construction  and 
farming. 

For  a  comprehensive  new  brochure 


aDOut  J  I  Case,  its  total  operations 
and  product  lines,  write:  Communi- 
cations and  Public  Affairs,  J  I  Case 
Co.,  Dept.  807F,  700  State  Street, 
Racine,  Wisconsin  53404. 


J I  Case 

A  Tenneco  Company 


doing  something  about  it. 


Only  8  NYSE 
dustrials  have  paid  dividend 
for  96  years  or  more. 

'New  York  Stock  Exchange 


■IHMMHMMIN 


DIAIViOND 
INTERNATIONAL 


We're  one  of  them. 

Diamond  International  belongs  to  the  world's  most  exclusive 
business  club.  There  are  only  seven  other  members. 

We  started  paying  dividends,  as  Diamond  Match,  in  1882.  (Mak- 
ing us  8th  in  longevity.)  And  we  haven't  missed  a  year  since. 

Last  year  for  example,  we  paid  out  over  $22  million  to  our  share- 
holders. Currently,  we're  paying  at  the  rate  of  $2  per  share. 

How  long  can  we  keep  this  up?  We've  been  saying  that  for 
96  years. 


Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N.Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


The  Forbes 
Market  500 

Investors  cleaned  up  in 
energy-related  stocks  last 
year  and  took  a  drubbing 
in  pharmaceuticals.  As  it 
almost  always  is,  the  market 
was  full  of  crosscurrents. 


Almost  all  of  the  stock  market's  1976  gain  came  in  the 
early  months,  but  never  mind.  The  Dow  Jones  industrial 
average  was  up  17.9%  for  the  year  and  the  total  market 
value  of  the  Forbes  stock  market  500  was  up  21.5%.  But 
the  stock  market:  was  still  the  stock  market  and  there  were 
some  very  powerful  crosscurrents.  It  was  a  year  when  you 
could  have  made  a  great  deal  of  money— with  the  right 
selections  or  the  right  adviser.  But  it  was  also  a  year  when 
you  could  have  done  rather  badly. 

The  facts  are  these:  Of  these  500  biggest  stocks  (in 
terms  of  total  market  value),  54— slightly  more  than  one  in 
ten— actually  declined.  If  it  is  any  comfort,  you  could  have 
lost  money  in  some  very  good  stocks:  Eastman  Kodak 
(down  19%);  Dow  Chemical  (down  5%);  Johnson  &  John- 
son (down  nearly  13%).  You  would  have  been  better  off 
out  of  almost  any  pharmaceutical  stock.  It  was  a  year  of 
second  thoughts  about  high-price/earnings-ratio  stocks,  and 
these  were  prominent  among  the  losers. 

On  the  bullish  side,  175  of  the  500— more  than  one  in 
three— rose  40%  or  more.  Prominent  among  them  were  the 
oils— where  even  a  giant  like  Mobil  gained  a  few  billion 
dollars  in  market  value  and  rose  42.9%.  Almost  any— but 
not  every— oil  stock  would  do.  An  exception  was  Kerr- 
McGee,  which  declined.  You  would  have  done  well  in  in- 
surance stocks;  Aetna  Life,  for  example,  gained  51.5%.  Rail- 
roads aren't  normally  swingers,  but  Norfolk  &  Western  was 
one  last  year,  rising  48.6%  on  the  strength  of  improving 
prospects  for  coal,  its  principal  traffic.  Missouri  Pacific  did 
even  better,  up  159.4%. 

If  you  wanted  to  make  money,  the  smaller  end  of  the 
list  was  the  place  to  be.  Nineteen  stocks  doubled  or  bet- 
ter last  year,  and  16  of  them  were  in  the  lower  half  of 
the  list,  among  the  smaller  stocks.  Houston  Oil  &  Minerals, 
which  wasn't  even  on  the  list  last  year,  made  it  to  189th 
spot  this  year  by  jumping  just  short  of  400%. 

Among  the  smaller  stocks  that  doubled  were:  Gould; 
Northwest  Industries;  Southland  Royalty;  Texas  Oil  &  Gas; 
Santa  Fe  International;  Reliance  Electric;  Kewanee  Indus- 
tries; Cummins  Engine.  Note  here,  too,  that  energy-re- 
lated companies  predominated  among  the  big  winners. 

Ending  the  year  at  1004.65  on  the  Dow  Jones  indus- 
trials, the  market  fell  short  of  the  early  1973  alltime  high 
of  1067.20.  The  Forbes  Market  500  almost  precisely  re- 
flects the  DJI:  At  $728  billion,  its  aggregate  value  at  last 
year's  end  was  4.1%  short  of  its  1972  year-end  figure.  ■ 


Market  % 
Value  of  Change 
Rank                          Common  Over 
1976  1975         Company     ($000,000)  1975 

—1  1 

2  2 
—3  3 
*4  5 

IBM  42,063 
American  Tel  &  Tel  38,570 
Exxon  24,029 
General  Motors  22,468 

^-25.2 
30.3 
-71.0 
*J6.0 

^-5  4 
-6  7 
—7  6 
~8  12 

Eastman  Kodak  13,878 
General  Electric  12,606 
Sears,  Roebuck  11,006 
Standard  Oil  Ind  8,747 

-M9.0 
—48.2 
-7.6 
-40.1 

-9  8 
10  9 

■*ll  11 
12  17 

Dow  Chemical  8,043 
Procter  &  Gamble  7,732 
Texaco  7,533 
Standard  08  Calif  6,973 

*^5.3 
5.3 
f  18.7 
39.9 

13  19 
-14  10 

-45  13 
16  20 

Mobil  6,879 
Minn  Mining  &  Mfg  6,534 
E 1  do  Pont  6,526 
Weyerhaeuser  5,915 

42.9 
*2.6 

to 

25.4 

17  24 
*48  28 

19  33 
-20  22 

Ford  Motor  5,791 
Gulf  Oil  5,627 
Shell  Oil  5,573 
Atlantic  Richfield  5,550 

40.1 
-41.0 
65.6 
-S29.4 

>21  21 
fZZ  15 
23  23 
-24  14 

Schlumberger  5,521 
Merck  5,145 
Phillips  Petroleum  5,062 
Amer  Home  Products  5,019 

^6.9 
-*-1.5 
22.4 
--4.2 

▼25  27 
^26  26 

27  18 

28  25 

Caterpillar  Tractor  4,996 
SSKresge  4,939 
Coca-Cola  4,734 
Xerox  4,653 

-'25.0 
"22.2 
-3.9 
14.9 

-29  16 

30  40 

31  35 

32  32 

Johnson  &  Johnson  4,544 
BankAmerica  Corp  4,405 
General  Tel  &  Elec  4,137 

United  States  Steel  4,090 

■^12.8 
49.9 
28.6 
16.0 
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The  Forbes  Market 


Market  % 
Value  of  Change 
1    Rank                         Common  Over 
1976  1975         Company    ($000,000)  1975 

Rank 
1976  1975 

Market 
Value  of 
Common 
Company  ($000,000] 

% 
Change 
Over 
1975 

Rank 
1976  1975 

Market 
Value  of 
Common 
Company  ($000,000) 

Ck 

c 

1 

33  30 
(»34  38 

35  29 
'36  42 

Citicorp  4,086 
Continental  OU  4,013 
Union  Carbide  3,823 
Halliburton  3,814 

11.5 
-29.5 
2.0 
•33.9 

85  110 

86  115 

87  102 

88  111 

Dresser  Industries  1,632 
Cities  Service  1,630 
Motorola  1,627 
Union  Camp   1 ,616 

49.0 
55.9 
39.4 
49.4 

137  134 

138  220 

139  174 

140  1911 

General  Public  Utits  1,078 
Pennzoil  1,072 
Northern  Natural  Gas  1,062 
Engelhard  Mln  ft  Chem  1,058 

1 

l 

i 
I 

37  50 
'38  34 

39  37 

40  39 

Georgia-Pacific  3,787 
Burroughs  3,707 
Philip  Morris  3,673 
Getty  Oil  3,656 

49.1 
-10.8 
16.8 
20.4 

89  97 

90  112 

91  103 

92  94 

Connecticut  General  1,591 
Travelers  1,581 
Westinghouse  Elec  1,535 
Texas  Utilities  1,523 

30.4 
46.4 

31.8 
21.6 

141  153 

142  151 

143  126 

144  164 

Borden  1,046 
General  Reinsurance  1,045 
AMP  1,045 
Santa  Fe  Industries  1,035 

4 

I 

41  36 

42  31 

43  49 

44  45 

J  C  Penney  3,394 
Eli  Lilly  3,292 
International  Paper  3,216 
Monsanto  3,209 

7.1 
-8.0 
25.9 
20.7 

93  83 

94  75 

95  84 

96  90 

General  Foods  1,507 
Walt  Disney  1,496 
Sperry  Rand  1,484 
Carnation  1,466 

9.6 
-2.2 

9.1 
15.5 

145  76 

146  223 

147  149 

148  248 

Anheuser-Busch  1,031 
Continental  Illinois  1,029 
Kimberly-Clark  1,027 
United  Technologies  1,025 

1 

1 

45  56 

46  55 

47  44 

48  46 

Intl  Tel  A  Tel  3,191 
Tenneco  3,163 
R  J  Reynolds  Inds  3,137 
Standard  Oil  Ohio  2,959 

50.4 
46.7 
12.2 
12.2 

-97  105 

98  106 

99  95 
100  162 

Abbott  Laboratories  1,448 
Continental  Corp  1,434 
Ingersoll-Rand  1,430 
Occidental  Petroleum  1,367 

-28.6 
27.9 
14.5 
73.6 

149  203 

150  179 
-151  177 

152  214 

Honeywell  1,022 
Inland  Steel  1,020 
TRW  1,015 
Owens-Coming  Fbrgls  1,001 

J 

j 
] 

49  47 

50  57 

51  41 
*52  48 

American  Express  2,896 
Avon  Products  2,874 
Warner-Lambert  2,450 
Hewlett-Packard  2,444 

10.6 
42.0 
-14.5 
—6.5 

101  89 

102  117 

103  113 

104  99 

Firestone  1,363 
Pub  Svc  Elec  ft  Gas  1,356 
Revlon  1,334 
American  Cyanamid  1,331 

7.2 
32.4 
23.9 
12.1 

153  155 

154  181 

155  109 

156  192 

Continental  Group  999 
Rockwell  Intl  997 
Sterling  Drug  995 
Texas  Eastern  994 

\ 
] 

J 

53  43 

54  64 

55  61 

56  65 

Schering-Plough  2,420 
Union  Pacific  2,411 
Beatrice  Foods  2,394 
American  Bee  Power  2,372 

-14.8 

33.7 
26.1 
36.1 

•-105  91 

106  77 

107  107 

108  101 

Baxter  Travenol  1,330 
Squibb  1,317 
Pittston  1,307 
Safeway  Stores  1,302 

-5.4 
-11.3 
17.4 
11.0 

157  198 

158  195 

159  131 

160  178 

United  Telecom  994 
Boise  Cascade  991 
Whirlpool  989 
Columbia  Gas  System  986 

i 

57  51 

58  53 

59  87 

60  59 

Federated  Dept  Stores  2,355 
Texas  Instruments  2,345 
Union  Oil  California  2,190 
J  P  Morgan  &  Co  2,177 

0.4 
8.0 
64.7 
10.8 

109  116 

110  100 

111  137 

112  108 

Duke  Power  1,302 
Kraft  1,293 
Consolidated  Edison  1,293 
Campbell  Soup  1,285 

24.7 
9.5 
40.0 
16.0 

161  175 

162  204 

163  142 

164  132 

Middle  South  Utils  985 
Norfolk  ft  Western  Ry  985 
Chase  Manhattan  982 
Air  Prods  ft  Chems  977 

1 
< 

61  52 

62  54 

63  58 

64  72 

McDonald's  2,162 
Bristol-Myers  2,155 
Colgate-Palmolive  2,111 
Kellogg  2,106 

-7.4 
-0.4 
6.6 
33.0 

113  119 

114  167 

115  143 

116  128 

Polaroid  1,277 
Corning  Glass  Works  1,258 
Diamond  Shamrock  1,246 
Phila  Electric  1,239 

25.4 
64.0 
41.6 

28.7 

165  243 

166  141 

167  263 

168  156 

NCR  975 
Central  ft  South  West  974 
Transamerica  969 
Southern  Pacific  966 

*  65  70 

66  98 

67  60 

68  69 

Digital  Equipment  2,102 
Sun  Company  2,068 
Pfizer  2,063 
Pacific  Gas  ft  Elec  2,049 

•  27.1 
73.9 
6.4 

23.5 

117  228 

118  133 

119  86 

120  180 

Chrysler  1,228 
So  Calif  Edison  1,215 
American  Intl  Group  1,203 
PPG  Industries  1,197 

101.7 
30.4 
-9.8 
62.7 

169  159 

170  160 

171  200 

172  271 

Armco  Steel  962 
Winn-Dixie  Stores  959 
Household  Finance  957 
Boeing  950 

- 

69  71     Southern  Company  2,011 

70  82                     RCA  2,006 

71  66  Commonwealth  Edison  1,988 

72  62        Emerson  Electric  1,966 

23.7 
40.7 
15.7 
3.5 

121  125 

122  104 

123  146 

124  150 

American  Brands  1,193 
Hercules  1,187 
SmithKline  Corp  1,184 
Houston  Natural  Gas  1,177 

20.8 
2.3 
35.1 
41.3 

173  206 

174  253 

175  219 

176  193 

Superior  Oil  948 
Bendix  942 
Intl  Harvester  942 
Raytheon  928 

i 

i 

73  88 

74  68 

75  79 

76  92 

Alcoa  1,965 
PepsiCo  1,954 
AMAX  1,918 
Aetna  Life  ft  Gas  1,902 

50.3 
17.5 
30.6 
51.5 

125  147 

126  93 

127  122 

128  145 

Mfrs  Hanover  Corp  1,165 
Upjohn  1,140 
CPC  International  1,126 
Crown  Zellerbach  1,125 

35.3 
-9.1 
12.3 
28.2 

177  152 

178  118 

179  166 

180  186 

Roadway  Express  920 
Kennecott  Copper  919 
St  Regis  Paper  914 
First  Chicago  Corp  906 

77  67 

78  74 
«-79  63 

80  81 

Ralston  Purina  1,898 
Deere  1,897 
Kerr-McGee  1,767 
Bethlehem  Steel  1,763 

12.4 
22.8 
*-2.5 
22.8 

129  136 

130  135 

131  114 

132  123 

Va  Electric  ft  Power  1,125 
Allied  Chemical  1,120 
Amer  Hospital  Supply  1,118 
Florida  Power  ft  Lt  1,106 

21.5 
20.7 
4.0 
11.1 

181  182 

182  262 

183  197 

184  148 

Southern  Railway  905 
US  Fidelity  ft  6ty  899 
Am  Natural  Resources  899 
Texasgulf  896 

-81  73 
'♦82  80 

83  96 

84  85 

Goodyear  1,705 
General  Mills  1,701 
Marathon  Oil  1,695 
CBS  1,687 

9.4 

-16.0 
36.5 
26.5 

"<133  158 

134  138 

135  168 

136  154 

INA  1,094 
Stauffer  Chemical  1,085 
WR  Grace  1,080 
Louisiana  Land  1,078 

-*36.9 
18.0 
40.9 

33.0 

185  215 

186  194 

187  273 

188  124 

Peoples  Gas  892 
St  Joe  Minerals  888 
Merrill  Lynch  ft  Co  888 
Heublein  885 
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If  your  insurance  rep 
cant  give  you  the  time  01  day, 
that's  un-American. 

When  you  buy  company  insurance,  you  deserve  more  than  a  bundle 
of  papers  and  a  promise. 

Your  American  Mutual  representative  will  give  you  a  lot  more. 
First,  carefully  thought-out  programs.  Then  regular  reviewing  and 
updating  of  your  coverages.  Plus  support  through  safety  engineering 
and  loss  control. 

We  give  you  the  time  of  day  any  day  you  need  it.  That's  the 
American  way,  the  American  Mutual  way. 


/American 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound 


Now  you  can  determine 
your  building^  energy  saving  potent! 
without  spending  a  penny. 


Everybody's  talking  about 
saving  energy,  but  with 
1  one  very  obvious 
omission.  How  much  your 
building — with  all  its  idiosyn- 
crasies— actually  can  save  in 
dollars  and  cents. 

Nobody  has  been  telling  you 
that.  At  least,  not  for  free.  Until  now 
Because  now,  Honeywell  is  offering 
a  computer  analysis  of  your 
building's  energy  saving  potential 
at  no  cost  to  you,  except  for  the  time 
it  takes  to  give  us  the  necessary  data. 

How  to  Get  The  Bottom  Line 

Just  ask  your  building  operations 
manager  to  complete  our  computer 
questionnaire  and  mail  it  to  us. 
We'll  feed  it  through  our  computer 
and  mail  back  The  Bottom  Line 
report  for  your  building. 

Why  are  we  doing  all  this?  Because 
after  you've  done  the  obvious  to 
save  energy,  the  next  steps  cost 
money.  And  we  feel  you  should  have 
a  fair  idea  of  what  you  might 
save  before  you  consider  investing 
in  an  energy  management  system. 

The  Basics  of  Saving 

Once  you  know  your  energy 
saving  potential,  you'll  find  that  there 
are  a  variety  of  ways  Honeywell  can 
help  you  achieve  those  energy  savings. 

The  most  basic 
way  is  by  replacing 
or  upgrading  your 
automatic  temper- 
ature controls. . 
For  a  minimum 
expense, 
Honeywell 
can  apply 
advanced  control 
techniques  to  help 
save  a  significant 
amount  of  energy. 

Your  building  may  justi' 
a  central  computer  system  that 


jYOUR 
SiWINGS 


provides  management  disciplines 
exactly  according  to  your  needs. 
Honeywell's  Delta  1000  is  just  such  a 
system.  It  continuously  takes  the 
pulse  of  your  building,  checking  such 
things  as  occupancy  schedules, 
temperatures,  humidities,  equipment 
status  and  electric  demand. 
Then  it  reacts  automatically,  taking 
control  of  your  fans,  pumps, 
boilers  and  chillers  in  the  most  energy- 
conscious  fashion. 

Honeywell  central  control  systems 
already  have  proven  themselves 
in  thousands  of  buildings.  And  when 
Delta  is  applied  to  energy  manage- 
ment functions,  20- 30%  reductions  are 
common.  Manpower  savings  can  be 
even  greater.  Return  on  investment7 
Expect  a  fast  1-  to  3-year  payback. 

A  Few  More  Ways  to  Save 

If  you  have  a  smaller  building  or 
have  less  sophisticated 
control  needs,  you  may  want 
to  share  the  cost  of  a 
Delta  system  by  joining 
Honeywell's  BOSS  program 
BOSS  allows  you  to  join 
a  network  of  buildings  all 
monitored  and  controlled 
24  hours  a  day  by 
trained  Honeywell 
personnel  from  a 
single  BOSS  center  in 
your  area. 
We  can  even  make  your 
existing  mechanical  systems  more 
energy-efficient  through  a  program 


of  regular  preventive  maimer 
With  a  Honeywell  preventive 
maintenance  agreement,  you  cj 
on  a  fixed  annual  maintenand 
budget. 

Honeywell,  the  People 

It  takes  a  lot  more  than  ha 
to  solve  your  energy  problems 
takes  software,  control  technc 
And  most  importantly,  human 
and  experience. 

That's  where  Honeywell  c< 
in.  Not  only  do  we  give  you  si 
the-art  computers  with  provei 
application  packages,  but  we 
you  the  people  it  takes  to  en 
the  system  exactly  to  your  nee 
get  it  installed  on  time  —  and  y 
correctly.  We  manage  your  pr« 
the  way  a  good  contractor  ma 
construction  job.  Our  applica 
engineers,  installation  crews  al 
tech  reps  bring  years  of  Hone 
capability  and  experience  to  ) 
job.  And  we  pass  on  our  kno\l 
through  after-sale  education  \ 
grams  so  you  can  get  the  most 
your  systems. 

That's  the  biggest 
difference  between 
Honeywell  and  the 
hardware  companies 
Honeywell  is  with 
you  from  start 
to  finish. 

Back  to 
the  Bottom 

But  now  we're  getting  a  bii 
of  ourselves.  Let's  get  to  the  h< 
of  the  matter.  Your  own  bottoi 
on  energy  savings.  Send  us  tb 
computer  questionnaire  and  \vt 
you  The  Bottom  Line. 

Or  for  more  information, 
Honeywell,  Commercial  Divi 
Department  N305,  Minneap 
MN  55408. 


mm 


Fill  in  this  Honeywell  computer  questionnaire  for  a 
jtfree  bottom  line  analysis  of  your  building's  energy  saving  potential. 


Instructions 


Energy  History 


1  Please  print  an  answer  for  every  question  (even  if  its  NA  — 
not  applicable). 

2  If  you  have  several  buildings,  each  with  its  own  electric,  fuel,  or 
purchased  energy  records,  use  a  separate  survey  form  for  each 
building. 

V  If  you  have  a  multiple-building  complex,  with  a  single  energy 
I  cost  total,  use  this  total  in  filling  out  the  survey  form 
■  4.  Mail  this  completed  questionnaire  to: 
[HONEYWELL,  Commercial  Division, 
Dept  N305,  Minneapolis,  MN  55408 

This  offer  valid  only  in  the  United  States,  Puerto  Rico  and  Canada 


Year  of  energy  history  19  

Numberofmonthscovered  

Total  amount  ot  electricity  used. 
Total  cost  of  electricity  $  


J  maximum  12  months) 
 kwh 


What  %o(  the  abov  e  electrical  cost  is  demand  charges- 
Total  amount  of  natural  gas  used. 


lOOcu.ft  D   therms  □    l.OOOcu  ft  □ 


Executive  Requesting  Data 


Total  cost  ot  natural  gas  $  

Total  amount  of  fuel  oil  used . 

Total  cost  of  fuel  oil  $  

Type  of  fuel  oil  #_ 


Total  amount  of  purchased  steam- 
Total  cost  of  purchased  steam  $  


-mlbs 


Name 


Total  amount  of  purchased  chilled  water- 


fide 


million  btu  □   ton/hrs  O 


Organisation 


Addres, 


State/  Provinc 


Zip/ Postal  C>de 


Total  cost  of  purchased  chilled  water  $  

Total  cost  of  fuel  or  purchased  energy  for  heating  only 

$  

Is  this  an  all-electric  building1    Yes  D   No  D 

Chilled  Water  Plant 


Hfca  Code 


Telephone  Number 


Building  Data 


Building  name 


Electric  drive  centrifugal  capacity  

Steam  turbine  centrifugal  capacity- 

.Absorption  machine  capacity  

Reciprocation  machine  capacity  


-tons 
-tons 
-tons 
-tons 


*ddrr< 


Interior  Lighting 


City 


State/  Proyiri 


Zip/ Postal  Gxle 


Total  KW  of  installed  lighting: 

Fl  uorescent  lew      Incandescent  kw 


Person  in  charge  ot  physical  plant 

Gross  floor  area  heated  or  cooled- 


Number  of  floors,  including  basement— 


_sq.  ft. 


Type  of  building:  Office  □  Store  □  College  □  Apt -Hotel  □ 
Church  D  Industrial  □  Hospital  D  School  □ 
Other  □  .  


Hours  per  week  lighted  space  is  fully  occupied'": 

Fluorescent  hrs/wk  Incandescent  

Hours  per  week  lights  are  on: 

Fluorescent  hrs/wk  Incandescent  

Lights  are  on  during  unoccupied  hours  because  of: 
Janitors  □   Overtime  □   Both  □  Other  □ 


_hrs/wk 
_hrs/wk 


Space  Conditioning  Equipment  and  Schedules 


Double  Duct 
or  Multiione 
Systems 


Reheat 
Systems 


Single  Zone 
Htg.  and/or 
Cooling  Systems 


Variable  Air 
Volume 

Systems 


Perimeter 
Induction 
Systems 


Packaged  Room 
Heating  and/or 
Cooling  Units 


Total  HP  all  air  handling  fans: 


.hp 


-hp 


-hp 


.hp 


.hp 


.hp 


Total  CFM  handled: 


_ctm 


_cfn 


-cfn 


-cfrn 


_ctm 


_efm 


'ereent  of  outside  ai 


Total  hours  HVAC 
jnits  run  each  week: 


.hrs 


-hrs 


ITotal  hours  per  week  spaces 
served  are  fully  occupied:'' 


.hrs 


[Total  cooling  capacity  for 
'HVAC  units  having  inter- 
nal refrig.  compressors: 


kw  btu  tons 
□    □  □ 


kw  btu  tons 
□    □  □ 


kw  btu  tons 
□    □  □ 


kw  btu  tons 
□    □  □ 


kw  btu  tons 
□    □  □ 


kw  btu  tons 
□   □  □ 


Ks  building  occupied  on  weekends1  Yes  D  No  D 
Temp  normally  maintained  during  cooling  season. 


|ls  the  temperature  set  back  at  night  during  the  heating  season7    Yes  D   No  O 


Number  of  holidays  and/or  shutdown  days  per  year  

 °F      Heating  season  davtime  temp  I  normal  setting  I - 


-days 
_°F 


*Do  not  include  hours  for  janitorial  service  or  casual  overtime 


It's  good  business  to  run  a  fine-tuned  building 

Honeywell 


Market  % 
Value  of  Change 


Rank                           Common  Over 
1976  1975         Company     ($000,000)  1975 

189  ■ 

IQn  9QA 

191  130 

192  276 

Houston  Oil  &  Min  882 

Ashland  Oil  88? 

Norton  Simon  882 
Champion  Intl  878 

399.4 
87.4 

-7.7 
72.5 

193  189 

195  258 

196  208 

Gannett  875 
Gulf  A  Western  Inds  873 

UUII  OS  3TC51C1M  IIIUO            w/ %P 

McDonnell  Douglas  873 
Carolina  Pwr  &  Lt  866 

22.9 
29.6 
58.2 
32.4 

197  188 

198  187 

199  247 

200  173 

National  Steel  865 
No  States  Power  864 
Dana  859 
Phelps  Dodge  851 

21.0 
20.8 
52.1 
14.2 

201  250 

202  185 

203  120 

204  127 

Houston  Industries  849 
Fedl  Natl  Mortcaee  847 
Standard  Brands  842 
Black  &  Decker  841 

51.4 
17.9 
-16.2 
-13.4 

205  237 

206  121 

207  236 

208  252 

CIT  Financial  839 
Gillette  839 
Ohio  Edison  832 
NLT  831 

41.2 
-16.5 
39.2 
49.0 

209  235 

210  199 

211  209 
►212  144 

Textron  823 
MAPCO  823 
Detroit  Edison  816 
Intl  Flavors  &  Frag  811 

37.3 
20.6 
25.5 
*-7.8 

213  224 

214  170 

215  129 

216  165 

Nabisco  807 
Dun  &  Bradstreet  Cos  807 

HUH  W  trl  BUJll  Gel  WO  Wl 

Chesebrough-Pond's  805 
Burlington  Inds  804 

31.4 
6.7 
-15.8 
3.6 

217  323 

218  207 

219  278 

220  184 

Panhandle  Eastern  802 
Niapara  Mohawk  Pwr  801 
Scott  Paper  801 
Owens-Illinois  795 

90.8 
22.4 
58.4 
10.3 

221  411 

222  269 

223  212 

224  211 

Teledyne  794 

FMC  782 
Chessie  System  780 

163.5 
50.6 
21.9 
20.9 

225  205 

226  161 

227  221 

228  226 

Jefferson-Pilot  777 

Marsh  &  MrLfnnan  Cn«  777 

Times  Mirror  776 
Dart  Industries  774 

17.4 

O  0 

—  L..C 

24.9 
27.0 

229  234 

230  230 

231  257 

232  172 

Baltimore  Gas  &  Bee  771 

Pacific  Pwr  ft  It  770 

i  aufib  iri  01  LI  //V 

Lincoln  Natl  Corp  769 
Delta  Air  Lines  765 

28.2 

?fi  8 
£0.0 

39.3 
2.0 

233  171 

234  210 

235  217 

236  280 

H  i  Heinz  765 
St  Paul  Companies  755 
Time  Inc  751 
Eaton  749 

1.6 
16.6 
19.7 
48.5 

237  238 

238  216 

239  251 

240  352 

Consolidated  Foods  748 
FWWoolworth  747 
American  Can  745 
Amerada  Hess  742 

26.9 
18.1 
33.1 
94.5 

■  Not  on  500  list  in  1975. 


Market  % 
Value  of  Change 
Rank  Common  Over 

1976  1975         Company     ($000,000)  1975 


241  157 

TOO 

242  23 Z 

243  245 

244  274 

Lubrizol  737 

i  d~..  ii  r>         i i  Tic 

J  Ray  Mcuermott  /3b 
MCA  731 
Northwest  Bancorp  724 

'-8.1 
oi 

Z1.3 
28.9 
40.7 

245  317 

_*)  j  c  occ 
*Z4b  Zbb 

247  255 

248  313 

Western  Bancorp  722 
Raiser  Alum  &  them  ivs 
Public  Service  Ind  719 
Johns-Mamrille  718 

66.9 

•^J4.D 

29.8 
63.8 

249  139 

251  213 

252  218 

Adolph  Coors  717 

ii.,i(  nA— 4  (i....        71  m 

may  uept  stores     / 14 
Intl  Minerals  &  Chem  710 
Armstrong  Cork  708 

-20.6 

ft  c 

U.b 
10.6 
13.4 

253  246 
oca  Qnn 

255  379 

256  351 

Newmont  Mining  696 
ifOnsoi  natural  uas      by i 
Amer  Broadcasting  692 

Reynolds  Metals  690 

22.9 
tin  q 

103.9 
80.9 

257  163 

259  249 

260  225 

G  D  Searie  687 

1  Ann  1  o  1  nnA  1  inkMnH  CQ7 

Long  island  Lighting  bo/ 
Northeast  Utilities  687 
Celanese  686 

-12.1 

21.8 
11.7 

261  268 

*>0  07O 
ZbZ  LI? 

263  480 

264  233 

Pa  Power  &  Light  685 
Allegheny  Power  685 
Gould  685 
Nalco  Chemical  682 

30.7 

OK  7 

184.3 
13.0 

265  240 

occ  o~tf\ 
Zoo  Z/U 

267  282 

268  289 

Masco  672 
Big  inree  industries  oo/ 
Square  D  664 
Pillsbury  664 

14.9 

OQ  7 

16.1 
32.8 
37.7 

269  301 

270  iU9 

271  196 

272  244 

Continental  Tel  663 
Melville  661 
UAL  661 
Greyhound  658 

44.2 
49.0 
-4.9 
15.3 

273  239 

074  OOQ 

275  318 

276  293 

Genuine  Parts  657 
rirst  Bank  system  bob 
Cleveland  EJec  Ilium  654 
Tandy  649 

11.9 

7  Q 

52.1 
37.8 

277  261 

CIO  oio 

279  437 

280  260 

Union  Electric  646 
Koppers  643 
Northwest  Industries  643 
First  Intl  Bshs  643 

18.6 

Aft  A 

136.4 
17.8 

281  284 

994  O70 
ioi  til 

283  333 

284  231 

Northwest  Airlines  643 

InlnrAn            dA  7 

mterco  b4Z 
National  Distillers  641 
Capital  Holding  Corp  640 

29.4 

IAA 

60.3 
5.6 

285  222 

286  259 

287  201 

288  183 

Williams  Companies  635 
Esmark  631 
Baker  Internationa!  629 
Becton,  Dickinson  627 

2.3 
15.2 
-6.6 
-13.1 

289  288 

290  169 

291  314 

292  267 

Safeco  626 
Archer  Danls  Midland  626 
Chemical  New  York  623 
Illinois  Power  618 

29.6 
-17.6 
42.5 
16.1 

The  Forbes  Market  5( 


Market  % 
Value  of  Chanj 
Rank  Common  Over 

1976  1975         Company     ($000,000)  1975 


293  176 

294  350 

295  283 

296  326 

Rohm  &  Haas  616 
Martin  Marietta  612 
Yellow  Freight  System  611 
Dayton-Hudson  609 

-17.1 
59.3 
22.4 
46.2 

297  341 

298  302 

299  295 

300  241 

Tektronix  604 
Knight-Ridder  News  604 
Farmers  Group  602 
Richardson-Merrell  599 

53.4 

32.3 
28.5 
3.1 

301  310 

302  291 

303  297 

304  328 

Levi  Strauss  598 
Intel  596 
Duquesne  Light  595 
Timken  592 

36.; 
25.4 
27.1 
43.4 

305  256 

306  344 

307  384 

308  329 

Fluor  585 
El  Paso  Company  585 
Beneficial  Corp  584 
General  Dynamics  584 

5.J 
49.$ 
74.2 
43.4 

309  375 

310  376 

311  227 

312  290 

Eastern  Gas  &  Fuel  582 
Clark  Equipment  580 
Lucky  Stores  576 
Wisconsin  Elec  Power  570 

69.! 
69.1 
-5.4 
19.1 

313  285 

314  340 

315  378 

316  343 

Mellon  National  Corp  568 
Joy  Manufacturing  568 
Security  Pacific  567 
Genl  Tire  &  Rubber  567 

-14.9 
43.9 
66  e 
45.3 

317  359 

318  275 

319  342 

320  292 

Borg-Warner  567 
Jim  Walter  558 
Sucyrus-Erie  552 
Jack  Eckerd  549 

52.8 

8.e 

40.4 
16.! 

321  287 

322  334 

323  399 

324  264 

So  Natural  Resources  548 
Burlington  Northern  548 
Wells  Fargo  544 
Quaker  Oats  542 

13.C 
37.3 
75.3 
-0.3 

325  ■ 

326  346 

327  327 

328  362 

Missouri  Pacific  Corp  539 
Central  Tel  &  Utils  538 
Dow  Jones  535 
Potlatch  535 

159.4 
38.1 
29.( 
45.9 

329  286 

330  242 

331  311 

332  367 

Petrie  Stores  531 
Chicago  Bridge  &  Iron  530 
Republic  Steel  530 
Westvaco  530 

7.! 
-7.9 
20.8 
47.J 

333  455 

334  254 

335  433 

336  307 

Texas  Oil  &  Gas  529 
Jos  Schlitz  Brewing  527 
Utah  Power  &  Light  526 
Zenith  Radio  525 

103.8 
-5.2 
90.9 
18.2 

337  321 

338  386 

339  363 

340  368 

Potomac  Dec  Power  517 
Combustion  Engineerg  516 
McG  raw- Edison  512 
Win  Corp  510 

21.8 
55.fi 
39.9 
42.9 

341  485 

342  403 

343  332 

344  373 

Southland  Royalty  510 
Gt  Northern  Nekoosa  510 
Southland  Corp  504 
First  Charter  Finl  503 

U4.fi 
64.7 
25.5 
44.3 
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What  do  you 
cal  a  specialty 

materials 
company 

that  finished 
the  year 
with  earninqs 


up47%? 


We  call  it 
Ferro 


Fiscal  1976  was  quite  a  year  for 
the  Ferro  Corporation.  A  record 
year,  in  fact. 

Sales  totaled  $376.5  million. 
Net  income  was  $4.02  a  share. 
A  total  of  $20.1  million. 

Earnings  per  share  were  up  47% 
over  1975. 

When  you  consider  that 
the  previous  year  was  itself 
a  good  year,  you  can  come  to 
appreciate  the  strides  we  made 
in  76. 

To  get  an  even  better  appreciation 
of  our  year's  performance,  write 
Ad  Posnick,  president,  for  a 
copy  of  our  Annual  Report.  Ferro 
Corporation,  One  Erieview  Plaza, 
Cleveland,  Ohio  44114. 
Once  you  see  the  comparative, 
you'll  undoubtedly  call  it  great. 
But  we  still  call  it  Ferro. 


0  FERRO 


The  Forbes  Market  5( 


Market  % 
Value  of  Change 
Rank  Common  Over 

1976  1975         Company     ($000,000)  1975 


345  395 

346  ■ 

347  305 

348  312 

N  L  Industries  498 
Litton  Industries  497 
Chubb  496 
Liberty  NaU  Ufe  496 

58.7 
123.8 
10.7 
13.1 

349  413 

350  265 

351  345 

352  369 

Seaboard  Coast  line  495 
Marriott  494 
Fort  Howard  Paper  493 
ENSERCH  492 

64.9 

-7.8 
26.5 
38.6 

353  356 

354  306 

355  434 

356  388 

Franklin  Life  Ins  491 
Champion  Spark  Plug  489 
Carrier  484 
Briggs  &  Stratum  481 

31.7 
9.5 
75.8 
47.8 

357  338 

358  336 

359  337 

360  389 

No  Indiana  Pub  Svc  481 
Cincinnati  G  &  E  480 
Hanna  Mining  479 
Louisiana-Pacific  478 

21.6 
21.2 
21.0 
49.1 

361  319 

362  393 

363  347 

364  308 

Maytag  475 
Pacific  Lumber  473 
Gulf  States  Utits  472 
ARA  Services  468 

11.9 
49.5 
21.3 
5.8 

365  443 

366  299 

367  457 

368  324 

MGIC  Investment  468 

AA       A             1       ■    ffjA                      AA  AAA 

Colonial  Penn  Croup  468 
Texas  Gas  Transmit  467 
Diamond  Irrtl  466 

75.4 
1.3 
81.5 
10.8 

369  477 

370  446 

371  432 

372  490 

Mesa  Petroleum  465 
Mead  465 
Loews  464 
North  Amer  Philips  458 

92.5 
75.4 
68.0 
95.0 

373  385 

374  409 

375  325 

376  348 

Freeport  Minerals  457 
Signal  Companies  456 
Florida  Power  455 
Texas  Commerce  Bshs  450 

36.5 
50.3 
9.3 
15.7 

377  370 

378  349 

379  298 

380  353 

ASARCO  448 
R  R  Donnelley  &  Sons  448 
Associated  Dry  Goods  448 
New  England  Electric  446 

27.6 
16.3 
-3.6 
17.2 

381  383 

382  396 

383  357 

384  414 

Pacific  Lighting  445 
NICOR  444 

Public  Service  Colo  443 
Arziona  Public  Serv  442 

32.3 
42.6 
19.1 
47.6 

385  430 

386  360 

387  300 

388  471 

United  States  Gypsum  439 
Allied  Stores  436 
Willamette  teds  436 
Cooper  Industries  436 

58.8 
18.0 
40.7 
77.4 

383  ■ 

4djA  h 
39Q  ■ 

391  420 

392  372 

Transco  Companies  436 

a%  a.  _      •»      -    v  ■              ■  nr 

Santa  Fe  Intl  435 
Cleveiand-Criffs  433 
So  New  England  Tel  432 

133.6 
115.0 
51.4 

23.3 

393  417 

394  492 

395  354 

396  303 

Control  Date  431 
Kaiser  Industries  430 
Auto  Data  Processing  427 
DEKALB  AgResearch  426 

46.8 
83.9 
12.6 
-6.1 

■  Not  on  500  list  in  1975. 


Market  % 
Value  of  Change 
Rank  -  Common  Over 

1976  1975         Company     ($000,000)  1975 


397  500 

398  371 

399  476 

400  315 

BabcockG  Wilcox  425 
WW  Grainger  421 
General  American  Oil  421 
Hughes  Tool  421 

'  88.6 
20.1 
74.0 
-3.4 

401  422 

402  331 

403  387 

404  382 

Amer  Genl  Insurance  420 
Homestake  Mining  419 
Capital  Cities  Comm  418 
Data  General  416 

49.3 
4.2 
27.6 
23.1 

405  322 

406  442 

407  ■ 

408  472 

Tampax  412 
General  Signal  411 
Reliance  Electric  411 
Libbey-Owens-Ford  410 

-2.7 
54.0 

131.9 
66.8 

409  394 

410  365 

411  407 

412  401 

GATX  407 
AMF  403 
Cram  &  Forster  400 
Masonite  400 

28.6 
11.5 
31.3 
29.0 

413  391 

414  404 

415  435 

416  412 

Trans  Union  396 
Bankers  Trust  NY  396 
N  Y  State  Bee  &  Gas  395 
Mc6raw-Hill  393 

25.1 
29.2 
43.6 
30.9 

417  364 

418  458 

419  339 

420  431 

Perkin-Elmer  393 
B  FGoodrkh  391 
Lowe's  Companies  391 
Ethyl  389 

8.0 
51.9 
-1.1 
40.6 

421  460 

422  320 

423  ■ 

424  330 

Portland  Genl  Etec  388 
Holiday  Inns  388 
PACCAR  388 
Oklahoma  Gas  &  Elec  386 

51.8 
-8.5 
93.8 
-4.1 

425  461 

426  439 

427  398 

428  445 

American  Airlines  386 
Westmoreland  Coal  382 
Republic  of  Texas  382 
Combined  Insurance  381 

52.4 
40.9 
22.7 
43.7 

429  358 

430  478 

431  462 

432  423 

Mallinckrodt  380 
Smith  International  380 
Columbus  &  So  Ohio  378 
Ark  Louisiana  Gas  377 

2.4 
57.5 
49.4 
34.1 

433  467 

434  ■ 

435  296 

436  ■ 

Pioneer  Hi-Bred  Intl  377 
H  F  Ahmanson  373 
Carter  Hawley  Hale  371 
First  CHy  Bancorp  370 

51.8 
68.0 
-20.5 
87.7 

437  ■ 

438  469 

439  ■ 

440  380 

Harris  Corp  365 
USLHFE  365 
Colt  Industries  365 
American  Petrofina  363 

74.5 
48.1 
93.9 
7.1 

441  ■ 

442  427 

443  281 

444  495 

Airco  362 
First  Natl  Boston  360 
Natl  Semiconductor  360 
Blue  Bell  359 

80.0 
29.7 
-28.5 
56.1 

445  366 

446  415 

447  304 

448  448 

Longs  Drug  Stores  358 
Sunbeam  356 
Gardner-Denver  355 
Great  Atl  4  Pac  Tea  355 

-0.9 
197 
-21.6 
34.2 

Market  % 
Value  of  Cham 
Rank  Common  Ovei 

1976  1975         Company     ($000,000)  197! 


449 

424 

IU  International 

351 

25.! 

450 

436 

Dayton  Power  &  Light 

351 

28.1 

451 

■ 

Gt  Western  Financial 

350 

72.1 

452 

■ 

Rev  co  D  S 

350 

64.1 

453 

■ 

American  Standard 

350 

77.1 

454 

487 

Quaker  State  Oil 

348 

47J 

455 

408 

Pullman 

347 

14.. 

456 

494 

Btti 

347 

49 

457 

473 

Southwestern  Life 

347 

42. 

458 

■ 

American  Natl  Finl 

347 

54.' 

459 

453 

So  Carolina  E  &  G 

346 

32. 

460 

452 

Southwestern  Pub  Svc 

342 

30. 

461 

374 

Seven-Up 

340 

-2. 

462 

451 

RH  Macy 

340 

29. 

463 

421 

Crown  Cork  &  Seal 

338 

19 

464 

■ 

Dover  Corp 

338 

67i 

465 

465 

Illinois  Tool  Works 

337 

34. 

466 

■ 

Pioneer 

337 

51. 

467 

381 

Economics  Laboratory 

337 

-0. 

468 

484 

NaU  Detroit  Corp 

336 

41. 

469 

499 

Provident  Life  *  Acc 

335 

47 

470 

■ 

Singer 

333 

111 

471 

■ 

Cummins  Engine 

332 

152 

472 

■ 

Fruehauf 

331 

47 

473 

397 

Snap-On  Tools 

329 

5 

474 

464 

Crocker  Natl  Corp 

329 

30' 

475 

405 

Del  Monte 

328 

7 

476 

■ 

Consol  Freightways 

328 

47 

477 

418 

Natl  Starch  &  Chem 

327 

12 

478 

■ 

Kewanee  Industries 

326 

162 

479 

■ 

Utd  Energy  Resources 

325 

129 

480 

■ 

OHnkraft 

324 

58 

481 

426 

Rollins  Inc 

323 

1G 

482 

470 

Kroger 

322 

Of 

31 

483 

483 

Oscar  Mayer 

322 

34 

484 

■ 

Brunswick 

322 

56 

485 

■ 

Northrop 

320 

131 

486 

450 

Comsat 

319 

or 

2C 

487 

■ 

CleveTrust  Corp 

316 

41 

488 

416 

A  H  Robins 

314 

6 

489 

■ 

Emhart 

312 

122 

490 

■ 

National  City  Corp 

312 

51 

444 

Cameron  Iron  Works 

310 

11 

492 

459 

Thomas  &  Betts 

310 

21 

493 

488 

Toledo  Edison 

309 

3: 

494 

■ 

Anderson-Clayton 

309 

3 

495 

■ 

Vulcan  Materials 

307 

81 

496 

466 

Tampa  Electric 

306 

2: 

497 

■ 

Seafirst 

306 

3i 

498 

■ 

ACF  Industries 

305 

3 

499 

■ 

Western  Union 

303 

3 

500 

■ 

White  Consolidated 

302 

4 
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ASARCO 

is  basic  in  metals 


copper 


lead 


zinc 


silver 


Asarco  and  associated  companies  in  Australia,  Mexico  and  Peru  are  major 
producers  of  copper,  lead,  zinc,  silver  and  many  other  metals  such  as 
gold,  platinum,  antimony,  bismuth,  cadmium,  indium,  selenium  and  tellurium. 
Together  they  accounted  for  approximately  7%  of  free  world  mine  production 
of  copper,  10%  of  lead,  9%  of  zinc  and  12%  of  silver  in  1976. 

Asarco's  metals  are  used  in  everything  from  heavy  capital  goods  to  con- 
sumer products.  In  fact,  it's  hard  to  think  of  an  industry  that's  not  dependent 
on  the  metals  and  minerals  which  we  mine  and  market.  ASARCO  Incorpo- 
rated, 120  Broadway,  New  York,  N  Y.  10005. 


ASARCO 


Basic  in  resources 


When  Burlingtoi 
Northern  neede 

85  locomotives 
the  tracks  led 

to  BWAC. 


W 
up 
urn 

or 

ib 
i 


Many  big-ticket  business 
have  known  about  Borg-Warne 
Leasing,  division  of 

Borg-Warner  Acceptanc 
^  Corporation,  for  a  long 
time.  Now,  we'd  like  yo 
to  know  us,  too.  We're  c 
major  equity  source.  We  can  lease  you  just  about  anything 
you  might  need  for  your  business.  We're  big,  diverse  and 
creative.  And  you  don't  have  to  take  our  word  alone.  You 
can  take  it  from  a  lot  of  other  great  companies! 

When  Niagara  Mohawk  needed  a  new 
fleet  of  trucks,  we  got  them  on  the  road! 

If  it  flies,  floats  or  drives,  we've  probably  leased  it 
already  Our  extensive  vehicle  leasing  and  leveraged 
leas,  g  programs  have  provided  huge  fleets  of  trucks  anc 
cars,  locomotives,  boxcars,  cabooses— just  about  everyth 
from  pleasure  boats  to  shrimp  boats,  school  buses  to  727's 

Other  versatile  leasing  programs  have  supplied 


V 


uc 

B' 

fe 

; 


nputer  equipment  as  °  — 

J  as  complete 
nputer  systems  for 
jmber  of  corpo- 
ris, including  a  major 
d  manufacturer.  WeVe 
)  been  able  to  meet  the  very  different  needs  of  a  famous 
nbling  casino,  a  classy  new  convention  center  and  a 
b  hospital  complex. 

When  Buttes  Gas  and  Oil  needed  an  offshore 
drilling  platform,  BWAC  waded  right  in. 

That's  just  one  towering  example  of  our 
specialized  equipment  leasing  capabilities. 
Youll  find  others  in  almost  any  industry  you 
can  think  of,  from  mining  to  manufacturing 
to  farming.  (WeVe  actually  leased  an 
entire  pig  farm,  from  the  first  silo  down  to 
the  last  little  piglet.) 

When  it  s  time  for  you  to  explore  leasing, 
we  d  I  i  ke  to  show  you  the  way. 

In  addition  to  the  programs  above,  Borg-Warner 
sing  has  a  wide  variety  of  other  tailored  financial  services, 
jding  installment  sales  financing,  vendor  programs, 
>s  and  leaseback,  and  more.  Now  that  you  know 
'e  here,  and  you  know  what  we  can  do,  you  should 
>  know  where  to  write  for  information: 
3-Warner  Leasing,  division  of 
g-Warner  Acceptance  Corporation, 
5  IBM  Plaza,  Chicago,  Illinois  60611. 


borgjTwarner 


Listen  to  what  mining  experts  are  say i 
about  Tiger  Leasing  Group: 


"When  Tiger  said 
the  O&KRH  75  would 
work  harder  for  less, 
it  wasn't  just  a 
lot  of  talk'7 

These  days,  it's  becoming 
common  to  hear  that  Tiger 
Leasing  Group  is  promising 
remarkable  things . . .  and 
delivering  them. 

The  O&K  hydraulic  mining 
shovel  is  a  good  example. 
This  mammoth  shovel  can 
move  more  cubic  yards  for 
less  cost  than  any  other 
hydraulic  power  shovel.  It's 
marketed  by  Tiger  Equip- 
ment &  Services.  Ltd.  This 
company  has  been  providing 
and  maintaining  materials 
handling  and  construction 
equipment  for  20  years. 
They've  consulted  with  and 
engineered  equipment  for 
most  of  the  principal  oil. 


mining,  steel  and  contracting 
companies  around  the  world. 

Tiger  Equipment  & 
Services,  Ltd.  will  write 
equipment  specifications, 
purchase  and  expedite 
delivery,  supervise  installa- 
tion and  provide  operating 
training  programs.  They 
service  and  maintain  the 
equipment  to  assure  years 
of  reliable  performance. 


They  arrange  outright 
purchases,  managed  or 
engineered  lease  plans,  or 
specially  tailored  service 
contracts  to  suit  every 
customer  need. 

Meanwhile,  other  Tiger 
Leasing  Group  companies 
are  leasing  specialized  rail- 
road cars,  jet  aircraft,  com- 
puters and  industrial  equip- 
ment through  the  full  range 
of  operating,  finance  and 
leveraged  leases.  And  you 
can  find  them  in  principal 
cities  around  the  world. 

When  you  consider  all 
Tiger  is  accomplishing,  it's 
no  wonder  people  are  talk- 
ing. Tomorrow,  they'll  have 
even  more  to  say. 

If  you're  listening, 
you're  hearing 
a  lot  about  the 
Tiger. 


TIGER  LEASING  GROUP 

Corporate  Headquarters:  222  South  Riverside  Plaza;  Chicago.  Illinois  60606  USA 
Chicago:  (312)  648-4000/New  York:  (212)  532-1500/Los  Angeles:  (213)  552-631 1/London:  01-499-8384 

North  American  Car  Corporation/Tiger  Equipment  &  Services,  Ltd. 
NAC  Leasing  Corporation/National  Equipment  Rental.  Ltd. 
National  Computer  Rental.  Ltd. /National  Aircraft  Leasing.  Ltd. 

A  Tiger  International  Company. 


rhe  Forbes 
Profits  500 

ie  price  for  entry  to  this  list  was  up 
1%  last  year,  41%  over  the  past  three  years. 


1st  yeah,  the  Forbes  Profits  500  showed  a  record  $68.8 
I  lion— compared  with  $56  billion  last  year— a  gain  of 
;.6%.  Only  63  companies  of  the  500  made  less  money 
iin  in  the  previous  year.  Of  the  top  20  companies,  only 
!e,  Dow  Chemical,  failed  to  improve  earnings  last  year; 
liw's  problem  was  a  special  one— foreign  currency  losses 

$40  million  clipped  earnings  about  22  cents  per  share. 

Some  impressive  gains  were  made  by  the  auto  manu- 

;turers.  Because  of  their  high  fixed  costs,  they  have  a 
i  ;at  deal  of  profits  leverage.  With  its  sales  up  32%,  Gen- 
:  1  Motors  was  back  in  second  place  among  all  corporate 
;  ners  for  the  first  time  since  1972,  gaining  131.7%  on 

nings  of  $2.9  billion.  Ford  did  even  better,  relatively 

:aking.  Its  332.1%  gain  moved  it  from  the  41st  spot  last 
ilir  to  fifth  on  this  year's  list.  Chrysler,  which  didn't  even 

ke  last  year's  list,  took  the  34th  position  this  year,  with 
linings  of  $328.2  million  in  a  dramatic  turnaround. 

For  the  second  straight  year,  oil  company  profits  gen- 

lly  looked  no  better  than  those  of  any  other  big  indus- 
\i\  (the  big  gains  for  the  oils  were  in  1973  and  1974). 

long  the  top  20  companies,  big  oil  profits  ranged  from 
i  saco's  mere  4.7%  increase  to  Atlantic  Richfield's  64.2% 
ijrease,  the  latter  helped  by  $122  million  from  the  sale  of 

Canadian  oil  producing  subsidiary. 

.Back  from  the  brink  of  apparent  disaster,  the  property 
|1  casualty  insurance  companies  showed  striking  recov- 
jj;s.  Aetna  Life  and  Casualty's  profits  were  up  106.6%, 

Innecticut  General's  34.8%,  Travelers'  53.5%. 

doming  from  nowhere  (it  wasn't  even  on  last  year's 

fits  list),  American  Broadcasting  landed  in  the  251st 

nt,  largely  because  of  its  strong  prime-time  programming. 

The  most  spectacular  turnaround?  Cummins  Engine  Co. 
ijes  of  its  diesel  engines  for  heavy  trucks  turned  its  big 
i|r5  deficit  into  a  $58.6-million  1976  profit. 


Meanwhile,  the  price  for  entry  into  the  Forbes  Profits 
500  was  getting  higher  and  higher.  For  1976  the  lowest 
entry  was  Carborundum  Co.'s  $32.8  million.  For  1975  the 
lowest  figure  was  $27.1  million  (Philadelphia  National 
Corp.).  For  1974  Briggs  &  Stratton  qualified  with  $25.9 
million,  in  1973  Southland  Corp.  with  only  $23.3  million. 


Net    %  Change  Cash 
Rank  Profits     Over      Flow  Rank 


1976  1975 

Company 

($000,000) 

1975 

($000,000)  1976 

1 

1 

American  Tel  &  Tel 

3,829.2 

21.6 

8,313 

1 

-2 

4 

General  Motors 

2,902.8 

131.7 

5,139 

2 

-3 

2 

Exxon 

2,641.0 

5.5 

4,089- 

4 

-4 

3 

IBM 

2,398.1 

20.5 

4,115 

3 

5 

41 

Ford  Motor 

983.1 

332.1 

2,004 

5 

6 

6 

Mobil 

942.5 

16.4 

1,576 

7 

-7 

12 

General  Electric 

930.6 

60.2 

1,417  * 

11 

-8 

7 

Standard  Oil  Ind 

893.0 

13.5 

1,585  ~ 

6 

9 

8 

Standard  Oil  Calif 

880.1 

13.9 

1,435 

10 

-10 

5 

Texaco 

869.7 

4.7 

1,534  ^ 

8 

mil 

9 

Gulf  Oil 

816.0 

16.6 

1,447  - 

9 

12 

14 

Shell  Oil 

705.8 

37.1 

1,345 

12 

-13 

15 

Sears,  Roebuck 

686.5 

34.4 

864- 

19 

U 

11 

Eastman  Kodak 

650.6 

6.0 

944  * 

18 

-cl5 

10 

Dow  Chemical 

612.8 

-0.5 

1,017  > 

16 

-16 

20 

Atlantic  Richfield 

575.2 

64.2 

1,043  ~ 

15 

17 

19 

Intl  Tel  &  Tel 

468.2 

26.3 

801 

21 

-18 

26 

Continental  Oil 

460.0 

39.0 

834  -» 

20 

-19 

30 

E 1  du  Pont 

459.3 

69.0 

1,091  * 

14 

20 

17 

General  Tel  t  Elec 

453.2 

16.8 

1,176 

13 
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The  Forbes  Profits 


Net 

% Change  Cash 

Net 

%  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Ra 

1976  1975 

Company 

($000,000)  1975 

($000,000)  1976 

1976  1975 

Company 

($000,000; 

1975  (1000,000)  19 

21 

18 

Union  Carbide 

441.2 

15.6 

742 

23 

81 

84  • 

Schering-Plough 

157.1 

13.1 

177 

1J 

22 

23 

Phillips  Petroleum 

411.7 

20.2 

716 

27 

82 

79 

Bristol-Myers 

156.8 

10.7 

183 

14 

23 

13 

United  States  Steel 

410.3 

-26.7 

719 

26 

83 

98 

HrMur  InHii^tri** 

WICjoCI    1  liUUall  ICO 

1  CC  Q 
A 30.0 

26.6 

?1Q 

L  1  J 

1 1 

24 

21 

Citicorp 

401.4 

14.7 

443 

44 

84 

136 

1 1  a  ¥  CICI  3 

1IU  I 
13*».l 

53.5 

154 

» 

25 

25 

Procter  &  Gamble 

401.1 

20.1 

513 

34 

85 

69 

Rpatrir*  Fnnrit 

HCflUlvC  IVVU9 

I'll  1 

1  J  J  ■  1 

13.6 

210 

11 

26 

22 

Tenneco 

383.5 

11.8 

736 

24 

86 

197 

J  Ray  McDermott 

152.9 

100.9 

205 

12 

«*27 

16 

Caterpillar  Tractor 

383.2 

-3.9 

567 

*»  30 

87 

94 

Amerada  Hess 

152.6 

18.9 

265 

1 

28 

27 

Monsanto 

366.3 

19.6 

592 

29 

88 

157 

PP6  Industries 

■  I  W.   IIIUU9U  ICO 

151.5 

70.2 

240 

< 

29 

35 

Xerox 

358.9 

46.9 

982 

17 

89 

139 

General  Fnnrk 

ISO  4 

51.4 

208 

11 

30 

43 

Sun  Company 

356.2 

61.9 

633 

28 

90 

88 

AMAX 

ISO  1 

11.7 

225 

c 

31 

24 

R J  Reynolds  Inds 

353.9 

4.5 

528 

32 

91 

104 

Colgate-Palmolive 

149.3 

25.5 

207 

11 

32 

31 

Minn  Mining  &  Mfg 

3385 

29.4 

512 

35 

92 

123 

Pennzoil 

148.0 

38.5 

214 

1C 

33 

28 

BankAmerica  Con 

336.8 

11.2 

387 

48 

93 

101 

7>xa<;  lltiliti** 

147  9 

Aft  .3 

22.3 

253 

{ 

34 

■ 

Chrysler 

328.2 

DP 

730 

25 

94 

50 

Pittston 

146.4 

-26.9 

188 

1' 

35 

51 

Weyerhaeuser 

306.0 

59.5 

517 

33 

95 

90 

Sneirv  Rand 

145.3 

10.6 

291 

< 

-^►36 

42 

Halliburton 

305.5 

37.3 

478 

—38 

96 

135 

Consumers  Power 

144.5 

43.5 

250 

i 

37 

33 

Pacific  Gas  &  Bee 

302.0 

20.0 

501 

36 

97 

225 

Alcoa 

143.8 

121.9 

335 

E 

38 

29 

Consolidated  Edison 

301.4 

9.7 

466 

42 

98 

78 

Mfrs  Hanover  Corn 

hiiij    iiaiiuiti    WW*  ■* 

143.1 

0.4 

155 

li 

•39 

44 

Senium  h^rcrer 

293.2 

33.7 

426 

-  46 

99 

91 

Northern  Natural  fiat 

142.5 

8.7 

240 

c 

40 

37 

Coca-Cola 

285.0 

19.1 

354 

52 

100 

116 

Tetedvne 

141.8 

27.5 

195 

ii 

—41 

34 

Amer  Home  Products 

277.9 

10.9 

310 

-  64 

101 

111 

Diamond  Shamrock 

140.0 

22.5 

216 

k 

42 

39 

Union  Oil  California 

268.8 

15.5 

743 

22 

102 

97 

Standard  Oil  Ohio 

136.9 

8.1 

227 

i 

-43 

49 

S  S  Kresce 

266.6 

32.7 

322 

-  59 

-rl03 

124 

PepsiCo 

136.0 

30.1 

197 

» il 

44 

46 

Philin  Morris 

265.7 

25.5 

333 

57 

104 

102 

Ashland  Oil 

rvo  i 1  tentw  Wi  v 

136.0 

13.9 

260 

45 

32 

GettvOil 

OTtll  Wll 

258.5 

0.7 

533 

31 

105 

75 

American  Cvanamid 

riRisi  rvwii  visiitiiiini 

135.8 

-8.1 

225 

j 

-»46 

40 

Merck 

255.5 

11.7 

314 

—  62 

106 

82 

Kraft 

135.7 

-2.8 

193 

i: 

47 

45 

International  Paper 

253.6 

16.3 

466 

41 

107 

64 

IntJ  Minerals  &  Chem 

135.4 

-16.3 

189 

l' 

48 

47 

Commonwealth  Edison 

241.8 

16.9 

486 

37 

«108 

92 

Kerr-McGee 

134.1 

2.3 

203 

i: 

49 

48 

American  Flee  Power 

241.7 

20.1 

426 

45 

109 

114 

Household  Finance 

134.0 

19.5 

204 

i: 

50 

57 

Deere 

241.6 

34.9 

307 

66 

-.110 

125 

TRW 

133.1 

28.1 

212 

i: 

51 

52 

J  C  Penney 

228.1 

20.3 

316 

61 

111 

60 

W  R  Grace 

131.9 

-20.9 

248 

i 

52 

61 

Westinghouse  Elec 

223.2 

35.1 

363 

51 

112 

164 

Norfolk  ft  Western  Ry 

131.5 

50.3 

209 

i: 

53 

53 

So  Calif  Edison 

Will  bUlwVII 

221.7 

18.8 

347 

53 

113 

115 

Columbia  Gas  System 

131.1 

17.6 

279 

54 

85 

Cities  Service 

217.0 

57.6 

468 

40 

114 

127 

Kellogg 

130.4 

26.6 

156 

li 

55 

73 

Seftrffia-Parifie 

215.3 

45.5 

367 

49 

115 

113 

Continental  Illinois 

WWII  U 1 1 V 1 1 IWI      1 II 1M  VI  J 

128.0 

13.4 

142 

21 

56 

130 

Aetna  Life  &  Cas 

210.0 

106.6 

223 

99 

116 

108 

Fedl  Natl  Mortgage 

126.8 

10.3 

127 

2: 

**-57 

55 

Johnson  &  Johnson 

205.4 

11.7 

283 

70 

117 

107 

Allied  Chemical 

126.3 

8.7 

262 

58 

66 

Pub  Sue  Elec  ft  Ga* 

204.0 

28.6 

340 

54 

118 

138 

Ralston  Purina 

125.9 

26.5 

183 

l- 

59 

54 

J  P  Morcan  ft  Co 

f  ■    ifiwi  £nit  at  ww 

202.7 

10.3 

213 

108 

119 

110 

Engelhard  Min  ft  Chem 

124.9 

8.8 

156 

l: 

60 

56 

Eli  Lilly 

200.2 

10.4 

236 

93 

120 

132 

Rockwell  Intl 

123.4 

21.5 

242 

> 

61 

80 

Gulf  &  Western  Inds 

200.2 

42.9 

286 

69 

121 

81 

American  Brands 

122.0 

-12.9 

180 

1 

62 

38 

Southern  Company 

197.8 

-17.0 

401 

47 

-422 

65 

Goodyear 

122.0 

-24.5 

309 

63 

96 

Marathon  Oil 

195.8 

52.8 

325 

58 

123 

118 

CPC  International 

122.0 

11.6 

170 

1! 

64 

72 

Union  Pacific 

win vii  i  avi  ■  iv 

187.7 

26.3 

312 

63 

124 

128 

Kimberly-Clark 

121.3 

18.3 

168 

H 

->-65 

62 

RlirrAiiirhc 

DUI  1  VUgllo 

185.9 

13.1 

367 

*  50 

125 

134 

General  Public  Utils 

121.2 

20.1 

225 

66 

59 

Occidental  Petroleum 

183.7 

6.8 

338 

55 

126 

146 

Textron 

121.1 

26.2 

172 

11 

67 

70 

American  Express 

179.6 

18.4 

199 

129 

127 

119 

Santa  Fe  Industries 

120.5 

10.3 

214 

1 

eg 
oo 

117 
11/ 

KwH 

1  77  A 
If  /A 

CI  0 
Oi.O 

4/0 

jy 

17ft 

IOC 
1UO 

nirnco  oicci 

1 10.  R 

117. 0 

7  7 

£.£.Q 

69 

207 

inn  psarvesicf 

174.1 

144.2 

264 

75 

129 

141 

flat  rn  it  Frf  icstn 

11Q  fi 

117. 0 

21.5 

214 

11 

70 

95 

uuKe  rower 

173.7 

35.5 

292 

67 

130 

158 

llninn  Pamn 

union  vdiiiiJ 

118  fi 
i  io.u 

33.7 

160 

1 

71 

93 

Connecticut  General 

173.3 

34.8 

195 

135 

131 

131 

Carolina  Pwr  ft  Lt 

118.3 

16.5 

195 

1 

72 

83 

Avon  Products 

168.4 

21.1 

187 

142 

132 

122 

Continental  Group 

118.3 

10.4 

243 

73 

fi7 

rcuCtaicu  t/C|li  O I vf  65 

loo.i 

C  Q 

loo 

iionnwcii  inQUMiico 

1 17  fi 
111  .o 

ifi  3 

74 

36 

RtvfhlenhftiB  Ctaal 

168.0 

-30.6 

444 

43 

134 

144 

Lmerson  Lieciric 

1 1K  R 

1 A 0.0 

21.5 

155 

75 

68 

Va  Pl»r#rit»  £  PnuvAr 
ww  tfCtuit  01  rvWci 

166.8 

7.8 

262 

78 

134 

76 

rionaa  rower  «  li 

llfi  R 

1 10.0 

-19.5 

207 

1 

76 

77 

Phila  Electric 

164.6 

14.4 

263 

76 

136 

58 

Chase  Manhattan  Corp 

116.4 

-33.0 

144 

1 

77 

100 

CBS 

164.0 

33.4 

197 

130 

137 

205 

Transamerica 

113.3 

57.1 

155 

1 

78 

74 

Pfizer 

159.9 

8.3 

219 

102 

138 

140 

Stauffer  Chemical 

113.0 

14.5 

159 

1 

79 

63 

Warner-Lambert 

159.7 

-2.6 

201 

125 

139 

145 

Peoples  Gas 

113.0 

17.6 

217 

1 

80 

105 

United  Technologies 

157.4 

34.0 

249 

85 

140 

153 

Borden 

112.8 

21.4 

171 

1 

■  Not  on  500  list  in  1975.      D  P  Deficit  to  Profit. 
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The  new  one*  way 
traffic  to  Europe's 
most  profitable 
manufacturing 

location. 


Almost  overnight  the  Republic  of  Ireland  has 
>ecome  Europe's  fastest  growing  industrial  loca- 
.on.  600-plus  companies  from  abroad  have  elected 
3  set  up  plants  here.  U.S.  manufacturers  have  led 
le  way.  Since  1973  the  U.S.  share  of  total  overseas 
lvestment  in  Ireland  has  grown  from  39  %  to  53  % . 
\nd  in  1975  alone  U.S.  investment  in  Irish  industry 
xpanded  by  35  %. 

The  reason  is  easy  to  find.  To  its  natural  advant- 
ages of  space,  power,  water  and  labor  availability 
he  Republic  has  added  Europe's  most  generous 
Package  of  industrial  incentives.  Eligible  incoming 
ndustries  avail  of  non-repayable  grants  towards 
ites,  grants  towards  factories,  machinery;  free 
/orker  training ;  no  tax  on  export  profits  until  1990. 

As  a  result  the  Republic  has  become  Europe's 
lost  profitable  manufacturing  location.  A  U.S. 
department  of  Commerce  survey  dated  August 
'976  shows  that  in  1975  U.S.  affiliates  in  Ireland 
arned  a  return  on  investment  almost  three  times 
he  European  average. 


When  you  are  considering  an  expansion  in  the 
Common  Market,  consult  the  Irish  Government's 
one-stop  development  service  —  The  Industrial 
Development  Authority.  It  will  give  you  a  prompt, 
detailed  assessment  of  your  company's  eligibility 
and  the  degree  of  financial  support  your  project 
will  obtain  in  the  Republic. 

THE  REPUBLIC  OF  IRELAND  -  YOUR  PLACE 
IN  THE  COMMON  MARKET. 

Contact  Industrial  Development  Authority-Ireland 
at:  200  Park  Avenue,  NEW  YORK,  NY  10017/(212) 
972-1000;  1  East  Wacker  Drive,  CHICAGO,  IL 
60601/(312)  644-7476;  Suite  2065,  1100  Milam 
Building,  HOUSTON,  TX  77002/(713)  658-0055;  515 
South  Flower  Street,  LOS  ANGELES,  CA  90071/ 
(213)  624-1024.  Overseas  offices  also  in  Toronto, 
Tokyo,  Sydney,  Brussels,  Paris,  London,  Cologne, 
Stuttgart,  Copenhagen,  Amsterdam  and  Milan. 

This  announcement  is  published  by  IDA  Ireland.  200  Park  Avenue,.  New  York,  10017,  which  is 
registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government 
of  Ireland  This  material  is  hied  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents 
by  the  United  States  Government 
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By  assigning  complete 
control  and  ownership  of  life 
insurance  policies  to  the  ben- 
eficiary, an  individual  may 
achieve  important  savings  on 
estate  taxes*  There  are  possi- 
ble drawbacks,  however* 

A  brief  review  by  INA  of 
an  insurance  topic  of  general 
interest. 


The  Federal  tax  law  of  1976  has  resulted  in  major 
changes  in  estate  tax  rules,  necessitating  a  comprehen- 
sive review  of  estate  plans  made  before  1977. 

Although  Federal  estate  taxes  have  been  reduced  on 
most  estates  under  $500,000,  the  new  law  imposes 
heavier  taxes  on  most  larger  estates.  The  treatment  of 
life  insurance  as  it  relates  to  estate  taxes,  however,  is 
virtually  unchanged. 

In  many  estates,  the  largest  single  element  is  life 
insurance,  including  both  group  coverage  (employer- 
provided)  and  personal  life  policies.  Ordinarily,  when 
an  individual  dies  the  face  amount  of  these  policies  is 
paid  directly  to  an  individual,  thus  avoiding  the  usual 
complications  of  probate  or  intestacy  (being  without  a 
will). 

However,  these  life  insurance  proceeds  paid  to  a 
named  individual  beneficiary  are  subject  to  the  same 
Federal  estate  taxes,  after  the  appropriate  deductions,  as 
is  property  bequeathed  by  will  or  subject  to  the  laws  of 
intestacy.  For  married  persons,  the  maximum  marital 


deduction  is  now  $250,000  or  half  of  the  adjusted  gt  j 
estate,  whichever  is  larger.  In  addition,  a  unified  cnpi 
which  applies  to  both  gift  and  estate  taxes,  can  be 
tracted  from  the  tax  owed. 

There  are  numerous  ways  of  reducing  Federal  et 
taxes  as  part  of  estate  planning— for  example,  by  se 
up  irrevocable  living  trusts  or  marital  deduction  tn 
Information  from  a  lawyer  or  professional  estate  an 
should  be  sought  in  this  connection. 

One  relatively  simple  way  to  reduce  estate  taxes  i 
the  insured  to  transfer  ownership  of  a  life  insur 
policy  to  the  beneficiary  (the  spouse,  a  trust  or  anc^j 
person)  during  the  individuals  lifetime.  The  size  o! 
estate  (and  the  consequent  tax)  will  then  be  reduce 
the  amount  that  would  have  been  payable  on  the  poli  * 

This  procedure,  known  as  an  absolute  assignrr 
meansgiving  away  all  rights  and  responsibilities  inci 


Hone 
Itobe 


t  ownership  of  the  policy,  including  the  right  to  borrow 
pi  it  or  to  change  the  beneficiary,  and  the  obligation  to 
lake  future  premium  payments.  Because  tax  regula- 
i>ns  do  not  recognize  transfers  made  within  three  years 
|  death,  assignment  of  policies  becomes  effective  for 
[■deral  estate  tax  purposes  three  years  after  formal 
linsfer. 

What  to  think  about 

Assignment  of  life  insurance  isn't  for  everyone. 
|  It's  not  for  the  person  whose  marriage  is  shaky.  That's 
cause  an  assignment  is  irrevocable— once  its  done, 
I  done  and  t  he  pol  icies  remai  n  t  he  property  of  t  he  spouse 
io  becomes  an  ex-spouse.  Nor  is  it  advisable  where 
e  spouse  has  little  experience  in  handling  money.  In 
fat  case,  a  trust  arrangement  may  be  indicated  for  all 
her i  ted  property. 


Nor  is  it  for  the  insureds  of  advanced  years  who  might 
later  decide  to  use  the  cash  value  of  life  insurance  for 
additional  retirement  benefits. 

And  before  transfer,  if  a  life  insurance  policy  has  a 
built-up  cash  value,  the  owner  should  consider  borrow- 
ing the  cash  value  and  permanently  reinvesting  it,  thus 
reducing  the  value  of  the  gift. 

One  of  the  key  tax  strategies  in  estate  planning  is  to 
avoid  having  asset  values  grow  in  the  taxable  estate. 
Judicious  gifts  of  property  while  the  owner  is  living  is 
oneway  todo this.  For  most  people,  however,  assignment 
of  life  insurance  can  be  the  simplest  move  they  can  make 
to  reduce  the  Federal  estate  tax.  Life  insurance  agents 
and  brokers,  working  with  lawyers  and  professional 
estate  analysts,  should  always  be  consulted  on  the  spe- 
cifics of  such  planning. 

As  an  objective  discussion  of  estate  taxes  from  an 
insurance  standpoint,  the  life  insurance  affiliates  of  INA 
have  prepared  a  booklet  entitled,  "Reducing  EstateTaxes : 
Some  Professional  Considerations!'  Copies  may  be  re- 
quested by  writing  INA  Corporation,  1600  Arch  St.. 
Philadelphia,  Pa.  19101. 


INA  and  its  affiliated  companies  operate  around  the 
world  with  major  interests  in  property  and  casualty  in- 
surance, marine  and  aviation  insurance,  life  and  group 
insurance,  reinsurance  and  risk  management  services. 

INA  insurance  products  and  services  are  made  avail- 
able through  selected  independent  agents  and  brokers— 
professionals  with  a  comprehensive  knowledge  of  in- 
surance needs  and  solutions. 


Insurance  Professionals 


The  Forbes  Profits  5 


Net    %  Change  Cash 
Rank  Profits      Over      Flow  Rank 

1976  1975  Company      ($000,000)   1975  ($000,000)  1976 


141 

154 

United  Telecom 

112.7 

23.5 

270 

72 

142 

143 

Pa  Power  &  Light 

112.1 

14.9 

175 

153 

14J 

lob 

Long  isiano  ugnung 

1 1 1  A 
111.0 

97  ft 
LI  .0 

1 

1  Rft 
loo 

144 

168 

McDonald's 

110.1 

26.7 

158 

178 

145 

198 

Southern  Pacific 

109.6 

46.2 

242* 

88 

146 

171 

McDonnell  Douglas 

108.9 

27.1 

159 

173 

147 

109 

Niagara  Mohawk  Power 

108.4 

-5.5 

209 

114 

1  48 
144 

1  97 
10/ 

F  W  Mfnnluinrfh 

r  ff  Tvooiwunn 

ma  9 

R  7 
o.  / 

1  77 
LI  1 

1 59 

i  JL 

149 

142 

Squibb 

108.2 

10.2 

134 

in 

150 

112 

Texas  Eastern 

107.0 

-6.1 

240 

90 

151 

129 

Am  Natural  Resources 

106.9 

4.8 

206 

119 

152 

103 

Ingersoll-Rand 

106.9 

-10.3 

166 

167 

13  o 

1 5? 

Raltimnrp  fijtc  fU  FIpp 

DdlltlMUIC             Ol  L.IC1* 

106  8 

14  4 

lfi7 

165 

154 

431 

Hercules 

106.8 

229.0 

196 

132 

155 

165 

Owens-Illinois 

106.7 

22.2 

196 

133 

156 

149 

Merrill  Lynch  &  Co 

106.6 

11.4 

122 

235 

157 

169 

Middle  South  Utils 

106.0 

23.0 

210 

112 

1  Jo 

1 91 

■  MM  UlllCdgU  wVip 

1f)5  fi 

_1  R 
—  x.o 

19D 

93fi 

159 

71 

Safeway  Stores 

105.6 

-29.0 

202 

124 

160 

209 

Houston  Industries 

105.3 

NC 

165 

168 

161 

192 

Honeywell 

105.3 

37.6 

320 

60 

162 

160 

NLT 

105.2 

18.9 

152 

193 

373 

Riirlincrf nn  I nric 

DU  1  IlltglUII    1  IIUo 

1fi3  R 

907 

117 

164 

227 

Levi  Strauss 

104.8 

61.9 

115 

250 

165 

185 

Bendix 

1047 

31.2 

159 

174 

166 

235 

Genl  Tire  &  Rubber 

104.7 

67.9 

158 

177 

167 

159 

Carnation 

104.4 

17.9 

136 

214 

IfiR 

1  7fi 
I/O 

III  Id  (III  JlCCl 

1UH.U 

94  R 

903 

123 

169 

175 

Ohio  Edison 

103.2 

23.7 

160 

171 

170 

243 

Champion  Intl 

103.1 

69.0 

199 

128 

171 

194 

Boeing 

102.9 

34.8 

182 

146 

172 

172 

Chessie  System 

102.1 

19.6 

169 

160 

173 

-WO 

1R7 

Hart  Inrinctriac 

Hail  lUUUMfico 

ini  fi 

9R  fi 

i  */t 

190 

174 

167 

Campbell  Soup 

101.0 

16.2 

143 

202 

175 

190 

American  Can 

100.9 

30.5 

190 

139 

—  176 

196 

General  Mills 

100.5 

31.9 

147 

—195 

177 

200 

Beneficial  Corp 

100.4 

36.9 

115 

247 

178 

I/O 

is? 

ucnerai  vynainics 

qq  a 

uJ.O 

99  R 

1R1 

147 
i^/ 

179 

201 

Consol  Natural  Gas 

98.9 

35.7 

163 

169 

180 

189 

American  Intl  Group 

98.5 

25.9 

104 

275 

181 

199 

Crown  Zellerbach 

97.6 

31.1 

194 

137 

182 

155 

No  States  Power 

97.6 

7.1 

200 

126 

1  QO 

007 

Texas  Instruments 

97.4 

ceo 

56.8 

loo 

1  A  O 

14o 

184 

162 

Continental  Corn 

\IVIIIIIItlllOI  Will 

97.4 

11.1 

110 

256 

185 

228 

Boise  Cascade 

97.3 

52.3 

170 

158 

186 

161 

Louisiana  Land 

96.7 

10.3 

172 

155 

187 

89 

Firestone 

96.0 

-28.5 

261 

79 

188 

170 

Union  Electric 

95.4 

10.9 

158 

176 

IBS 

1  RC 

CIT  Financial 

95.0 

5.1 

1  aa 
1U9 

Oco 

919 

Houston  Natural  Gas 

94.8 

OC  1 

00.1 

1  O/l 

134 

01  c 

191 

262 

Lincoln  Natl  Corp 

93.5 

64.9 

102 

282 

192 

147 

Chemical  New  York 

92.6 

-3.5 

110 

260 

-»193 

210 

Abbott  Laboratories 

92.5 

30.8 

119 

-.239 

194 

177 

Norton  Simon 

92.4 

11.7 

124 

230 

195 

148 

St  Regis  Paper 

91.3 

-4.9 

148 

194 

196 

310 

Eaton 

90.9 

93.1 

142 

205 

^197 

174 

Hewlett-Packard 

90.8 

8.7 

130 

«r224 

198 

223 

National  Distillers 

90.3 

39.0 

117 

245 

199 

150 

MCA 

90.2 

-5.5 

100 

289 

200 

163 

Central  &  South  West 

90.2 

3.0 

168 

162 

■  Not  on  500  list  in  1975.       NC  Not  comparable. 


Net 

%  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Ran 

1Q7fi 

1975  Company 

($000,000)   1975  ($000,000)  197 

201 

221 

NCR 

90.0 

36.5 

269 

7j 

202 

■ 

Consolidated  Foods 

89.5 

602.0 

128 

22( 

203 

188 

Southern  Railway 

89.2 

13.9 

157 

17! 

204 

236 

Dana 

89.2 

43.4 

132 

221 

oac 

280 

St  Paul  Companies 

88.9 

69.5 

91 

322 

206 

279 

Mead 

88.8 

68.2 

134 

212 

207 

195 

Northeast  Utilities 

88.6 

16.3 

199 

12 

208 

203 

Panhandle  Eastern 

88.0 

21.7 

179 

14! 

209 

193 

Western  Bancorp 

87.8 

14.8 

112 

25! 

Ol  A 

Z10 

202 

Pacific  Pwr  &  Lt 

86.9 

20.0 

131 

22; 

«211 

OC7 

Zbi 

iNA 

85.8 

54.9 

102 

•-28' 

212 

ica 

254 

National  Steel 

85.7 

47.7 

213 

10! 

213 

364 

Motorola 

85.4 

107.6 

140 

210 

214 

208 

Raytheon 

85.2 

20.1 

141 

201 

Ol  c 

312 

Seaboard  Coast  Line 

85.0 

80.7 

144 

19! 

216 

oeo 
000 

U  S  Fidelity  &  Gty 

84.0 

107.9 

87 

33; 

217 

AAA 

444 

Corning  Glass  Works 

83.7 

168.9 

136 

21; 

218 

179 

Sterling  Drug 

82.8 

0.8 

99 

29: 

219 

186 

Esmark 

82.6 

3.6 

157 

18C 

OOA 

ZZO 

334 

Borg-Warner 

81.7 

83.8 

134 

2ie 

221 

226 

Cleveland  Elec  Ilium 

81.7 

26.1 

118 

243 

222 

232 

Revlon 

81.5 

30.1 

97 

30C 

223 

264 

Avco 

81.0 

44.4 

100 

291 

224 

295 

Missouri  Pacific  Corp 

80.2 

62.8 

119 

23", 

225 

120 

FMC 

80.2 

-25.9 

144 

20C 

226 

233 

Polaroid 

79.7 

27.3 

118 

24* 

227 

214 

Allegheny  Power 

79.0 

14.9 

143 

OA* 

Z0; 

228 

268 

Martin  Marietta 

78.5 

41.8 

142 

20; 

229 

213 

So  Natural  Resources 

77.9 

12.4 

141 

20? 

230 

218 

Upjohn 

77.6 

16.2 

107 

26! 

231 

184 

Gillette 

77.6 

O  A 

—3.0 

oo> 

232 

181 

Greyhound 

77.1 

— b.l 

1  CO 

loo 

233 

250 

Nabisco 

77.0 

30.5 

113 

25; 

234 

270 

Potomac  Elec  Power 

77.0 

39.6 

132 

221 

235 

316 

Amer  Genl  Insurance 

76.9 

64.9 

87 

33* 

236 

216 

Inter co 

76.8 

14.6 

no 

91  ' 

OlrS 

237 

OA  O 

Z4o 

Adoipn  boors 

7C  c 
'03 

Zo.  j 

1 1 R 

i  J.  J 

238 

222 

Security  Pacific 

76.3 

16.9 

94 

31( 

239 

251 

Whirlpool 

76.3 

29.7 

116 

248 

240 

247 

Reynolds  Metals 

75.1 

25.1 

147 

19; 

241 

271 

• 

Public  Service  Ind 

/D.U 

07  7 
SI .1 

117 
11/ 

94i 
Z4fl 

242 

239 

Ul  „  1  t    |\!  m  mm  mi 

Walt  Disney 

1A  C 

/4.b 

on  Q 

1 1  R 
113 

95' 

243 

220 

H  J  Heinz 

74.0 

11.1 

102 

28: 

244 

322 

Digital  Equipment 

73.4 

59.6 

95 

308 

245 

224 

Scott  Paper 

73.2 

12.9 

139 

212 

246 

240 

Heublein 

73.1 

18.9 

95 

30' 

247 

277 

Burlington  Northern 

73.0 

37.9 

155 

186 

248 

O/l  A 

Z49 

Olin  Corp 

79  £ 

99  1 

LL.  1 

132 

21$ 

249 

230 

SmithKline  Corp 

72.0 

13.3 

86 

338 

v250 

358 

Owens-Corning  Fbrgls 

71.8 

71.7 

119  ,—23! 

251 

■ 

Amer  Broadcasting 

71.7 

319.7 

88 

326 

252 

290 

First  Charter  Finl 

71.5 

42.4 

73 

37: 

253 

211 

Jim  Walter 

71.0 

1.5 

105 

272 

254 

329 

American  Standard 

70.9 

58.5 

106 

27(1 

occ 

296 

Delta  Air  Lines 

70.2 

42.6 

220 

iOC 

256 

234 

Loews 

70.1 

12.3 

91 

31! 

257 

469 

Safeco 

70.0 

136.4 

80 

35: 

258 

309 

Times  Mirror 

69.5 

47.1 

107 

26; 

259 

219 

May  Dept  Stores 

69.4 

4.1 

115 

24! 

260 

244 

Ethyl 

69.1 

13.2 

113 

25' 

194 


FORBES,  MAY  15,  1977 


PSSST...  HEARD 
ABOUT  DAYCO? 

They  just  declared  a  7xh% 
common  stock  dividend—  7)6%! 
Last  year  they  declared  a  5% 
common  stock  dividend.  In  fiscal 
1976,  they  did  nearly  one-half 
billion  dollars  worth  of  business 
and  set  all  kinds  of  sales  and 
earnings  records. 

And  first  quarter  of  1977 
was  the  best  first  quarter  in  the 
company's  72-year  history. 

As  a  leading  manufacturer 
and  distributor  of  rubber  and 
plastic  products  basic  to  American 
industry,  Dayco  is  worth  checking 
into  for  income,  growth,  and 
stability.  Write  Dayco  Corporation, 
Corporate  Communications 
Department,  333  West  First  Street, 
Dayton,  Ohio  45402.  NYSE 
symbol  DAY. 
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Net    %  Change 

Cash 

Net    %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1    1976  1975 

Company 

(1000  000) 

\fVVV|  WW/ 

1975  ($000,000)  1976 

1976  1975 

Company 

fSOOO  000, 

1975  ($000,000)  1976 

261 

291 

Celanese 

69.0 

38.0 

255 

81 

321 

386 

McGraw-Edison 

56.5 

49.9 

73 

371 

262 

274 

No  Indiana  Pub  Svc 

aq  n 

28.5 

104 

273 

322 

284 

Gulf  States  Utils 

AA  A 

9.7 

110 

257 

263 

180 

St  Joe  Minerals 

CO  7 
Do./ 

-15.8 

109 

263 

323 

257 

Public  Service  Colo 

AA  A 
OO.1* 

-1.3 

104 

277 

264 

339 

H  F  Ahmanson 

AS  3 
DO.  O 

56.5 

73 

374 

324 

■ 

American  Airlines 

AA  0. 
OO. o 

DP 

166 

166 

?A5 

ji/ 

Clark  Equipment 

Aft  1 
Do.  1 

46.1 

94- 

307 

325 

294 

MAPCO 

AA  1 

13.8 

82 

345 

266 

252 

Jefferson-Piiot 

67.9 

15.9 

70 

385 

326 

283 

First  intl  Bsns 

56.0 

8.4 

61 

419 

267 

217 

Standard  Brands 

P.7  A 
0/  .D 

1.0 

91 

320 

327 

173 

Anheuser-Busch 

cc  A 

-34.6 

109 

265 

268 

326 

Time  Inc 

A7  1 

V/  .1 

48.9 

97 

297 

328 

363 

Chicago  Bridge  &  Iron 

A  A  A 

oo.i 

34.6 

69 

390 

269 

245 

Koppers 

CC  0 
00. o 

10.8 

103 

280 

329 

293 

Cincinnati  G  &  E 

AA  A 

9.4 

96 

303 

270 

CIV 

206 

Duquesne  Light 

CC  4 

00.^ 

-7.1 

104 

276 

330 

352 

Columbus  ft  So  Ohio 

AA  3 

J*t.  J 

28.0 

79 

359 

271 

391 

Gould 

66.0 

78.2 

94 

309 

331 

332  Combustion  Engineering 

54.2 

21.6 

86 

336 

272 

204 

Republic  Steel 

Ac  Q 

-8.8 

169 

161 

332 

304 

Chesebrough-Pond's 

CA  1 

0*».  1 

13.0 

64 

407 

273 

255 

Eastern  Gas  ft  Fuel 

cc  7 
0  J./ 

13.4 

99 

295 

333 

350 

Airco 

ca  n 

04. U 

26.6 

91 

321 

274 

285 

Dayton-Hudson 

cc  7 
0  J./ 

28.0 

98 

296 

334 

307 

Hanna  Mining 

A1  8 

13.5 

64 

409 

275 

256 

Northwest  Bancorp 

fiS  A 

DJ.1 

14.0 

81 

349 

335 

305 

Central  Tel  &  Utils 

A3  7 

13.1 

119 

240 

276 

287 

Continental  Tel 

65.3 

29.2 

179 

150 

336 

-rJ    I1C  If    L.H  £1(1 1 IU  ICI 

53.5 

19.0 

131 

223 

277 

411   Archer  Daniels  Midland 

R'i  1 
03. 1 

86.3 

81 

351 

337 

384 

Johns-Manville 

A3  A 

39.1 

96 

302 

278 

306 

Fluor 

AA  Q 

36.8 

107 

269 

338 

308 

Del  Monte 

A3  7 

12.6 

73 

370 

279 

374 

Signal  Companies 

D*r.O 

63.3 

109 

264 

339 

292 

USLIFE 

A3  9 

6.8 

57 

438 

280 

269  J 

Inter  Hospital  Supply 

CM  a 

D^.O 

17.4 

86 

335 

340 

354 

r>  _  i  _  _  _  1  ^    •  UBI  

Babcock  &  Wilcox 

A3  1 

25.5 

86 

337 

281 

413 

Tandy 

64.3 

139.8 

72 

377 

341 

446 

Quaker  Oats 

yuinci  vow 

53.1 

71.1 

88 

328 

282 

242 

Mellon  National  Corp 

fii  1 

4.7 

70 

382 

342 

397 

Utd  Energy  Resources 

c,9  0 

44.7 

90 

324 

283 

260 

Wells  Fargo 

uO.J 

11.8 

73 

375 

343 

300 

NICOR 

A?  ft 

8.6 

93 

313 

284 

273 

Air  Prods  ft  Chems 

DO.  0 

17.0 

123 

233 

344 

429 

Knight-Ridder  News 

A3  O. 

59.8 

68 

391 

285 

238 

First  Bank  System 

M  A 

2.5 

73 

372 

345 

one 

395 

Armstrong  Cork 

CO  o 

OaCO 

49.6 

87 

331 

286 

265 

Winn-Dixie  Stores 

63.0 

13.5 

103 

278 

346 

490 

AMP 

52.0 

87.4 

76 

366 

287 

126 

Texasgulf 

0&.9 

-39.1 

94 

311 

347 

321 

Portland  Genl  Elec 

a?  n 

13.1 

77 

363 

288 

400 

General  Reinsurance 

A?  5. 

73.0 

63 

411 

348 

338 

N  Y  State  Bee  ft  Gas 

A1  Q 

01.9 

18.8 

87 

332 

289 

266 

Allied  Stores 

ft?  A 
0£.4 

12.5 

90 

325 

349 

342 

Northwest  Airlines 

A1  7 

19.2 

154 

187 

290 

377 

Utah  Power  &  Light 

A1  7 
01./ 

57.6 

82 

344 

350 

314 

White  Consolidated 

CI  c 
Ol.O 

9.9 

71 

381 

291 

281 

Colt  Industries 

61.6 

18.2 

95 

305 

351 

£.00 

Nail  D*trnit  flnrn 
n •  u  «c u vi i  vvi \> 

51.1 

0.1 

58 

427 

292 

183 

6  D  Searle 

fil  S 

-23.6 

82 

348 

352 

313 

Lubrizol 

A1  n 

8.7 

65 

404 

293 

■   Warner  Communications 

A1  2 
01  .£ 

571.5 

83 

343 

353 

■ 

PACCAR 

An  a 

OU.D 

145.3 

58 

426 

294 

99 

Williams  Companies 

A1  7 
01. £ 

-50.6 

110 

258 

354 

■ 

Chubb 

cn  c 

J  U.J 

105.4 

55 

445 

295 

335 

Melville 

tfl.v 

37.6 

77 

362 

355 

■ 

San  Diego  Gas  ft  Elec 

so  a 

96.2 

81 

352 

296 

302 

Pacific  Lighting 

61.0 

26.7 

109 

261 

356 

282 

Superior  Oil 

50.4 

-3.0 

102 

281 

297 

241 

Timken 

AO  Q 

-0.7 

99 

292 

357 

453 

Stiidehafor-Worthittfrton 

63.1 

71 

379 

298 

299 

IC  Industries 

An  ft 

25.2 

130 

225 

358 

297 

Diamond  Intl 

49.9 

1.5 

79 

355 

299 

276 

Capital  Holding  Corp 

AD  A 

Ov.  J 

13.6 

62 

415 

359 

452 

Jos  Schlitz  Brewing 

AQ  Q 

49.9 

61.7 

82 

347 

300 

263 

Arizona  Public  Sen* 

An  r 

7.1 

97 

298 

360 

328 

Transco  Companies 

AQ  A 

10.4 

139 

211 

*~301 

333 

Baxter  Travenol 

60.4 

35.8 

84 

-  340 

361 

■ 

Gt  Western  Financial 

49.2 

115.1 

54 

447 

302 

■ 

Singer 

Aft  9 

DP 

124 

231 

362 

319 

New  England  Electric 

AQ  7 

6.1 

102 

283 

303 

298     Wisconsin  Eiec  Power 

AO  1 
ov.  1 

22.7 

108 

266 

363 

349 

Colonial  Penn  Group 

aq  n 

49.U 

14.5 

51 

463 

304 

261 

Illinois  Power 

AO  ft 
39.0 

5.4 

110 

259 

364 

370 

Murphy  Oil 

Aft  Q 

40.J 

21.8 

119 

241 

JU4 

343 

Texas  Gas  Transmn 

C.Q  ft 

0"T  O 

37.8 

1  oo 
lZo 

OOO 

Lit 

occ 
365 

278 

Newmont  Mining 

Aft  Q 

HO.  J 

7  C 
— /.D 

Q1 
9l 

0.00. 
0£O 

306 

301 

ENSERCH 

59.5 

23.8 

113 

252 

366 

402 

Baker  International 

48.8 

36.9 

69 

387 

307 

215 

Florida  Power 

59.3 

-11.6 

101 

288 

367 

414 

Freeport  Minerals 

48.5 

40.6 

69 

389 

308 

437 

Libbey-Owens-Ford 

58.9 

84.6 

92 

317 

368 

345 

Walter  Kidde 

48.5 

12.3 

66 

403 

309 

323 

N  L  Industries 

58.8 

29.0 

96 

301 

369 

331 

Richardson-Merrell 

48.4 

8.4 

62 

416 

310 

471 

Allis-Chalmers 

58.7 

99.7 

84 

342 

370 

416 

Kroger 

48.3 

40.3 

100 

290 

311 

■ 

Cummins  Engine 

58.6 

88 

327 

371 

■ 

Fruehauf 

48.3 

92.3 

106 

271 

312 

272 

Coastal  States  Gas 

58.4 

7.5 

147 

196 

372 

311 

Ogden 

48.3 

2.6 

84 

341 

313 

351 

Gt  Northern  Nekoosa 

58.3 

37^2 

104 

274 

373 

246 

Westmoreland  Coal 

48.2 

-19.9 

62 

417 

314 

447 

North  Amer  Philips 

57.4 

03.1 

cc 

OJ 

HQ 
009 

J/* 

371 

Texas  Oil  ft  Gas 

48.2 

?n  7 

79 

358 

315 

■ 

Natomas 

57.1 

219.2 

143 

201 

375 

355 

Liberty  Natl  Life 

48.1 

14.4 

50 

466 

316 

378 

Westvaco 

56.8 

45.2 

101 

286 

376 

381 

Gannett 

48.0 

24.5 

63 

412 

317 

191 

Kaiser  Industries 

56.7 

-26.0 

101 

287 

377 

229 

Crane 

48  0 

-24.6 

88 

330 

318 

288 

Combined  Insurance 

56.7 

12.6 

59 

423 

378 

357 

Dun  ft  Bradstreet  Cos 

47.8 

14.1 

56 

441 

319 

■ 

Blue  Bell 

56.6 

119.5 

65 

406 

379 

390 

Potlatch 

47.7 

27.3 

74 

368 

320 

231 

Bankers  Trust  NY 

56.5 

-10.6 

67 

394 

380 

382 

Joy  Manufacturing 

47.6 

23.6 

59 

424 

Not  on  500  list  in  1975.      D-P  Deficit  to  Profit. 
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o  sale  is  too  confusing  or  too  complicated 
for  TRW's  new  electronic 
retail  terminal. 


FIRM 


TRW  has  created  a  new  advanced 
point-of-sale  terminal  that 
makes  life  a  lot  easier  for  people 
on  both  sides  of  retail  counters. 
Its  called  the  2001. 
Inside  is  a  tiny  computer  that 
can  be  programmed  to  handle  any 
combination  of  sales  situations 
or  problems.  (Like  newlyweds 
exchanging  wedding  gifts  from 
many  departments  at  just  one 
customer  service  counter.) 

A  unique  TV-like  screen  guides 
store  personnel  through 
each  transaction,  step  by  step. 
Error  free. 

TRW  also  has  a  nationwide 
customer  service  division  to 
keep  the  2001  and  more  than 
140,000  other  TRW  electronic 
terminals  running  smoothly. 


sicoias 


liiiute 

jtherM 
thestref 
pto 
world 
l\ 
lever  to 


Merct, 
Monsi 

You  sure  g 


Look  where  the 
science  of  transportation 
is  now. 

Today,  thanks  to  the  inventiveness  of  people 
like  Monsieur  Cugnot,  transportation  is  a 
science.  A  science  that  moves  people  and 
products  from  where  they  are  to  where  they 
want  to  be.  Efficiently.  Economically. 

Rockwell  International  is  very  much  a  part 
of  that  science  with  products  that  range 
from  undersea  navigation  systems  to  the 
world's  first  reusable  spacecraft . . .  and  many 
other  forms  of  transportation  in  between. 

The  science  of  transportation  is  just  one 
of  the  sciences  of  Rockwell,  one  of  the  ways 
we're  putting  science  to  work  for  man. 

Further  information,  including  our  Annual 
Report,  is  available  by  writing:  Rockwell 
International,  Department  815D,  600  Grant 
Street,  Pittsburgh,  PA  15219. 


Over  half  of  all  on-highway 
heavy-duty  trucks  and  trac- 
tors ride  on  Rockwell  axles 
and  stop  with  Rockwell 
brakes.  Other  Rockwell 
components  for  America's 
vital  highway  transportation 
system  include:  suspension 
springs,  U-joints  and  rein- 
forced plastic  assemblies. 


Rockwell  builds  drivelir 
components  and  heavy-du 
brakes  for  off-highw; 
equipment  used  in  minin; 
forestry,  construction,  agi 
culture  and  many  othe 
fields. 


Micolas  Joseph  Cugnot,  of  France, 
lj ilt  the  world's  first  self-propelled 
road  vehicle.  When?  Over  200 
ars  ago.  It  travelled  at  about  three 
miles  per  hour  with  stops  at  15- 
linute  intervals  to  build  up  steam. 
Monsieur  Cugnot  is  credited  with 
)ther  first:  While  motoring  through 
ne  streets  of  Paris,  he  took  a  sharp 
turn  too  speedily  and  became  the 
world's  first  automobile  accident 
tistic.  His  vehicle  was  impounded, 
sver  to  be  driven  on  public  streets 
again.  It  has  been  preserved  in 
the  Conservatoire  des  Arts  et 
Metiers  in  Paris. 


'ugnot. 

kings  moving 


300  cars  of  the  Wash-  The  Space  Shuttle,  which  High-speed  hydrofoil  boats,  Our  Rockwell  Turbo  Corn- 
ton  area  MTA  will  ride  we're  building  for  NASA,  such  as  this,  have  ac-  mander"  690B  can  take 
undercarriages  from  the  will  become  the  space  cumulated  over  50-million  busy  executives  into  un- 
5>ad  Rockwell  line  of  transportation  system  for  passenger  miles,  powered  tapped  markets  —  fast.  It 
nponents  for  the  mass  the  1980s  and  beyond.  Its  by  Powerjet®  propulsors  outperforms  every  other 
isit  industry.                   payloads  will   help  put  developed  from  Rockwell's  existing  business  propjet  in 

space  to  work  for  man.  rocket  engine  pump  tech-  its  class. 

nology. 


Rockwell  International 

...where  science  gets  down  to  business 


The  North  Sea  is  one  of  the  most 
forbidding  spots  on  earth  to  drill  for  oi 
Even  on  a  nice  day  like  today. 


For  years,  experts  believed  a  major 
oil  field  was  buried  beneath  the  North  Sea. 
But  even  if  they  could  find  the  oil,  they 
weren't  sure  they  could  get  it  out.  Especially 
during  stormy  winter  months  when  gale 
force  winds  and  eighty-foot  waves  made 
operations  even  more  hazardous. 

Relying  on  ingenuity  instead  of  weather. 

When  Phillips  Petroleum  finally  did  strike 
oil  in  the  North  Sea,  they  knew  conventional 
production  methods  couldn't  stand  up  to  the 
task.  So  they  built  a  city  that  could.  A  city  at 
sea  called  "Ekofisk. " 

A  city  so  efficient,  it  can  recover  oil  and 
natural  gas,  separate  them  on  the  spot,  then 
pump  both  to  terminals  hundreds  of  miles 
away  via  separate  underwater  pipelines. 

A  city  so  accommodating,  it  will  feed, 


The  vast  sea  makes  even  the  13-story  tower  look  small. 


sleep  and  entertain  over  400  people  in  its 
own  five-story  hotel. 

A  city  so  far  reaching,  a  satellite  com- 
munications system  must  be  used  to  link  its 
most  distant  points. 

A  city  so  advanced,  it  has  changed  the 
whole  concept  of  offshore  oil  production. 

But  even  more  important  than  what's 
gone  into  Ekofisk  is  what  we're  getting  out 
of  it:  sorely  needed  oil  and  natural  gas  from  a 
place  where  it  could  never  be  produced  before. 

Where  do  we  go  from  here? 

Soon,  the  people  of  Phillips  Petroleum 
will  be  drilling  even  deeper  into  the  oceans 
with  a  unique  ship  that  uses  computerized 
underwater  thrusters  to  maintain  its  position 
with  amazing  accuracy. 

In  the  future,  Phillips  seismic  crews  will 
be  able  to  determine  their  location  in  un- 
charted jungles  using  a  remarkable  ground-to- 
satellite  communication  system. 

Searching  the  world  over  for  oil,  then 
turning  it  into  fine  products  for  your 
car.  At  Phillips  Petroleum  we 
have  a  word  for  it:  Performance.  , 
The  Performance  Company  IgTTTjh 


The  Forbes  Profits  500 


Net 

% Change 

Cash 

Net 

%  Change 

Cash 

ik 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1975 

Company 

($000,000)   1975  ($000,000)  1976 

1976 

1975 

Company 

($000,000)   1975  ($000,000)  1976 

odd 

flnnfrnl  flat  a 

47.5 

16.6 

173 

154 

441 

324 

Lockheed  Aircraft 

38.7 

-14.6 

128 

227 

  iflaavv 

47.1 

39.7 

57 

432 

442 

■ 

Zenith  Radio 

38.6 

48.7 

55 

443 

476 

Santa  Fe  Intt 

46.8 

63.1 

92 

315 

443 

387 

Overseas  Shipholding 

38.4 

2.1 

58 

425 

Is  ^  mar  fin   Irnn  Wnrkc 

46.7 

27.4 

67 

397 

444 

■ 

Houston  Oil  t  Min 

Iiuu3tu«i  Vll   at  mill 

38.4 

124.5 

53 

450 

436 

City  Investing 

46.7 

46.2 

79 

357 

445 

320 

Comsat 

38.3 

-17.2 

78 

361 

March  JL  Mi*l  Annan  fVic 

46.6 

20.2 

51 

459 

446 

■ 

Hon^ol  Frpiphtwavt 

vvliovl    1  i^HJHlwayj 

38.2 

111.1 

64 

408 

sA7 

OH  J 

Franklin   1  Itia  Int 

riaiiiuin  uic  11*5 

46.4 

7.9 

48 

477 

447 

433 

AMF 

38.2 

18.8 

76 

365 

.OIL 

l^rfiiklror  Naff  Corn 
wvvKVi   Hall  vUl J/ 

46.3 

15.5 

57 

431 

448 

■ 

Piflrtppr 
r  lulled 

38.0 

41.1 

66 

400 

337 

RpnnhHr  of  Texa^ 

46.2 

5.1 

52 

454 

449 

385 

Castle  &  Cooke 

37.9 

-0.6 

58 

428 

361 

Crown  Cork  &  Seal 

46.2 

11.0 

73 

376 

450 

419 

Interlake 

37.9 

10.3 

59 

422 

duo 

t  nrlru  nroc 
LUvftJ  dlwiBa 

46.1 

-3.8 

74 

369 

451 

403 

14  a  rem 

rial  3VV 

37.9 

6.3 

63 

413 

Prmmfpnt  1  Sfn  JL  Arc 

46.1 

27.4 

49 

473 

452 

465 

Genuine  Parfc 

37.8 

26.0 

42 

491 

ODj 

Am&riran  Patrnf  ina 
rtiUCt  Ivail   r e ii  us  ma 

45.5 

13.3 

81 

350 

453 

■ 

Central  **ova 

veil l>l  al  «9vja 

37.7 

107.1 

50 

470 

vlldillUiUii  d|/atft  r iug 

45.3 

-3.1 

57 

439 

454 

289 

A  E  Stalev  Mfe 

37.7 

-25.2 

52 

457 

151 

Xaiser  Alum  &  Chem 

44.5 

-53.0 

103  —279 

W*55 

■ 

Intf  Flavors  &  Frag 

37.6 

55.9 

45  - 

484 

300 

SpoVfi 

JCUtU 

44.3 

18.0 

82 

346 

456 

497 

Southwestern  Pun  Sve 

tfUU  1 1 1 »»  vOlC  III  I  IIU  wlv 

37.5 

37.3 

53 

452 

dm 

OI|UaiC  I# 

44.3 

23.5 

53 

453 

457 

448 

C  ieve  1  a  nd  -Cliff  s 

VlvVvlBIIU  VIII  %9 

37.4 

20.8 

44 

486 

|  g 

Fmhart 

i-iiirioi  * 

44.0 

94.3 

67 

395 

458 

460 

ARA  Services 

37.4 

23.6 

71 

380 

JUw 

Cn  fVrnlinA  F  ft  C 

43.8 

14.0 

72 

378 

459 

491 

Vulcan  Materials 

luivflii  mxci lata 

37.2 

34.3 

63 

410 

■ 

Kaiser  Steel 

43.6 

-42.7 

79 

356 

460 

■ 

Trans  World  Airlines 

36.8 

DP 

167 

164 

4^4 

Nairn  Chemical 

llWllrV  VHwlllil»OI 

43.6 

35.8 

57 

433 

461 

456 

United  States  Gvosum 

36.8 

20.9 

65 

405 

First  Natl  Rostnn 

43.5 

-0.2 

50 

469 

462 

417 

^mith  International 

JIIIIVII  IIIUIIIIIlllVllO' 

36.8 

6.9 

50 

465 

362 

Davton  Pnwpr  ft  Litrht 

43.4 

5.5 

69 

388 

463 

■ 

Certain-teed 

36.6 

87.9 

57 

437 

379 

Amstar 

43.4 

11.2 

58 

429 

464 

487 

Big  Three  Industries 

36.6 

31.6 

54 

446 

■ 

Trans  Union 

43.2 

156.7 

92 

318 

465 

439 

Seafirst 

36.4 

14.6 

43 

490 

336 

Ark  Louisiana  Gas 

43.2 

-1.9 

68 

393 

466 

■ 

Northroo 

36.3 

46.6 

51 

461 

177 

11  CI  a IIC J    l  UUU9 

43.2 

31.1 

51 

462 

467 

■ 

Rpxnorri 

36.2 

44.7 

49 

472 

499 

R  H  Macv 

43.0 

58.4 

70 

384 

468 

398 

Litrffett  firm  in 

36.2 

0.0 

52 

458 

404 

Roadway  Fwnrpss 

42.9 

20.9 

66 

401 

469 

477 

leweJ  Cnmoanips 

36.2 

26.0 

80 

354 

325 

Charter  New  York 

42.8 

-5.0 

49 

474 

470 

493 

Tucson  Gas  &  Electric 

35.8 

29.7 

54 

448 

318 

Phelns  Dodpe 

42.6 

-8.2 

92 

316 

471 

■ 

Canitai  Cities  Co  mm 

vvuitai   wiiico   will  in 

35.6 

40.2 

42 

492 

178 

111  International 

III    IIUCI  IIOllUllo' 

42.4 

-48.4 

127 

229 

472 

■ 

Indianannlis  P  ft  L 

i ' ivi in i tOff uiio  i  ■> 

35.4 

33.5 

57 

436 

418 

Farmers  ft  rot  in 

I  QIIIICIo  mIUU^ 

42.4 

23.4 

45 

483 

473 

■ 

Avnet 

35.4 

34.6 

41 

494 

405 

Black  ft  Derkpr 

42.4 

19.7 

68 

392 

474 

492 

Kpwanpp  lortii strips 
ncndiicc   iiiuuoii ico 

35.4 

27.7 

54 

449 

j  375 

Oklahoma  Gas  &  Elec 

42.4 

7.5 

69 

386 

475 

428 

Defmarva  Power  &  Lt 

35.1 

7.1 

60 

420 

■ 

ASARC0 

nvniivv 

42.3 

66.3 

93 

314 

476 

472 

National  Citv  Corn 

■  WflKIUIICll    VI IW    Wl  \* 

35.0 

19.5 

37 

497 

410 

Reliancp  Electric 

42.2 

20.6 

55 

444 

477 

489 

Pptrip  *5tnre* 

1  vll  IC  vlvlCd 

35.0 

26.0 

37 

499 

360 

Carter  Hawlev  Hale 

42.0 

0.8 

66 

402 

478 

■ 

Tprumsph  Products 
i  vvuiiiocii  r  ivuiinj 

35.0 

77.8 

43 

487 

■ 

Cmm  ft  Forster 

41.9 

56.3 

47 

480 

479 

440 

Pennwalt 

34.9 

10.4 

62 

418 

445 

Cooper  Industries 

41.8 

34.4 

53 

451 

480 

■ 

UV  Industries 

34.9 

43.1 

50 

464 

407 

R  R  Donnellev  &  Sons 

41.7 

18.2 

66 

399 

481 

■ 

Carripr 

34.7 

157.9 

59 

421 

■ 

Brunswick 

41.7 

130.0 

70 

383 

482 

442 

Anderson-Clavton 

niiuvi  juii  vibi i ■ 

34.6 

9.9 

42 

493 

420 

Willamette  Inds 

41.7 

21.4 

63 

414 

483 

■ 

Fasfprn  Air  Linps 

LQOIO  II     (Till  bllICO 

34.4 

DP 

142 

206 

365 

CI&veTrust  Corn 

vl^'^  1  I  UOl      V\rl  V 

41.7 

2.1 

50 

467 

484 

415 

Amstpd 

niiiOLvu 

34.2 

-0.9 

45 

481 

451 

Pillsbury 

41.6 

34.5 

79 

360 

485 

454 

ACF  Industries 

34.0 

10.8 

67 

396 

393 

Fort  Howard  Paper 

41.3 

12.2 

47 

479 

486 

435 

Wptfprn  Union 

TIC91CI II  UIIIUII 

34.0 

6.1 

154 

191 

467 

Bucvrus-Frip 

I'M** VI  U  J    kl  IQ< 

41.2 

38.0 

50 

468 

487 

■ 

YpIIow  Freii7ht  Svstem 

I  cnun  i  ivi£iii  fjwaiciii 

33.9 

39.7 

57 

435 

■ 

J  P  Stevens 

41.1 

106.8 

75 

367 

488 

412 

Fnrpmnst-  McKp  won 

1  VICIIIvOl  IIIfcllvwOMII 

33.9 

-2.5 

45 

482 

474 

Imperial  Corp  ol  Am 

40.7 

40.5 

43 

488 

489 

■ 

Olinkraft 

Villi  Ol  Mil 

33.6 

37.9 

52 

456 

396 

Eltra 

40.7 

11.4 

58 

430 

490 

■ 

Sunbeam 

33.5 

45.4 

51 

460 

422 

Becton  Dickinson 

4fl  7 

"TV.  / 

57 

434 

491 

■ 

Oscar  Mavpr 

vjlii  i    if  i  ay  ci 

00.  H 

L  0  C 

48 

478 

346 

Associated  Dry  Goods 

40.6 

-5.7 

67 

398 

492 

330 

GATX 

33.2 

-25.8 

94 

308 

426 

McGraw-Hill 

40.5 

22.2 

49 

471 

493 

■ 

Cone  Mills 

VVIIB  IUIIIO 

33.2 

37.0 

49 

475 

■ 

Louisiana-Pacific 

40.4 

141.8 

99 

294 

494 

■ 

Mavta? 

33.1 

27.7 

38 

496 

421 

Southland  Corp 

40.3 

17.4 

76 

364 

495 

■ 

Rochester  Gas  &  Elec 

33.1 

25.5 

52 

455 

409 

Texas  Commerce  Bshs 

40.0 

14.3 

44 

485 

496 

443 

Alco  Standard 

33.0 

6.0 

41 

495 

423 

Boston  Edison 

39.8 

17.8 

88 

329 

497 

425 

Bank  of  New  York 

33.0 

-0.6 

37 

498 

341 

Hughes  Tool 

39.7 

-8.6 

56 

440 

498 

432 

Tampax 

32.9 

2.2 

35 

500 

406 

Toledo  Edison 

39.5 

11.5 

55 

442 

499 

463 

Zale 

32.8 

8.8 

43 

489 

356 

Holiday  Inns 

39.3 

-6.3 

97 

299 

500 

498 

Carborundum 

32.8 

20.5 

48 

476 

on  500  list  in  1975.      D  P  Deficit  to  Profit. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1976 


Assets 


Market  Net 
Sales     Value  Profits 


Company  (and  fiscal  year  end) 


Assets 
(WOO) 


Sales 
($000) 


Market  Value 
of  Common 
($000) 


Net  Pro 

(*oo«  L 


473 
■ 

18 
41 


325 
487 
23 
463 
409 


97 
498 

76 
434 
164 


193 
485 
56 
264 
284 


Abbott  Laboratories  (Dec; 
ACF  Industries  (Dec! 
Aetna  Life  &  Casualty  (Dec! 
H  F  Ahmanson  &  Co  (Dec 
Air  Products  &  Chemicals  (Sept; 


1,076,183 
726,301 
18,191,490 
7,908,871 
901,298 


1,084,856 
631,101 

7,179,407 
683,912 
818,213 


1,448,156 
304,885 

1,901,769 
372,711 
977,311 


92,4 
34,0 
210,0 


255 


402 
439 
■ 

225 
336 


441 


333 


496 


Airco  (Dec; 
Akzona  (Dec; 
Alabama  Bancorporation  (Dec; 

Albertson's  (Jan 
Alco  Standard  (Sept 


766,760 
675,134 
1,930,705 
244,682 
434,407 


837,416 
728,571 
131,955 
1,490,839 
1,050,704 


362,102 
210,347 
150,329 
168,859 
178,726 


54,01 
5,6, 
17,01 
18,11 

33,0: 


234 
453 
182 
439 


383 
442 
■ 

115 
182 


262 
■ 

130 
386 


227 
■ 

117 
289 


Allegheny  Ludlum  Industries  (Dec 
Allegheny  Power  System  (Dec; 
Allied  Bancshares  (Dec; 
Allied  Chemical  (Dec; 
Allied  Stores  (Jan 


664,740 
2,062,665 
1,136,008 
2,439,327 
1,172,326 


888,956 
725,274 
79,225 
2,629,567 
1,813,846 


179,156 
685,122 
114,445 
1,120,120 
436,448 


7,01 
79.CK 
13,5« 
126.3G 
62,33 


461 
121 
159 
163 


380 
220 

99 
292 

63 


73 
75 
240 


310 
97 
90 
87 


Allied  Supermarkets  (June; 
Allts  Chalmers  (Dec; 
Aluminum  Company  of  America  (Dec; 

AMAX  (Dec; 
Amerada  Hess  (Dec; 


180,080 
1,114,266 
3,569,510 
2,798,960 
2,777,271 


897,471 
1,519,300 
2,924,366 
1,170,470 
3,914,595 


16,959 
287,456 
1,965,335 
1,917,856 
742,029 


-10,66 
58,71 
143,7? 
150,08 
152,63 


302  156  425  324  American  Airlines  (Dec 

431  ■  ■  ■  American  Bank  &  Trust  Pa  (Dec; 

180  110  121  121  American  Brands  (Dec; 

■  257  255  251  American  Broadcasting  Companies  (Dec; 

249  84  239  175  American  Can  (Dec 


1,715,229 
1,184,026 
2,456,241 
842,068 
1,955,965 


2,007,883 
94,131 
2,671,559 
1,342,181 
3,142,505 


386,208 
78,591 
1,193,252 
691,922 
745,485 


56,31 
10,81 

121,95 
71,74 

100,85 


246 
53 
33 
193 
202 


149 
173 
95 
411 


104 
56 
49 


105 
49 
67 


American  Cyanamid  (Dec; 
American  Electric  Power  (Dec; 
American  Express  (Dec; 
tfAmerican  Financial  (Dec; 
American  Fletcher  Corp  (Dec; 


2,002,423 
6,879,459 
10,356,317 
2,325,000 
2,296,151 


2,093,815 
1,868,620 
2,948,865 
815,000 
162,160 


1,331,422 
2,371,500 
2,896,197 
122,132 
75,785 


135,76 
241,72 
179,62 
20,22 


81 
342 
■ 

206 


236 
126 
260 
313 
132 


401 
24 
131 
119 


235 
41 
280 
180 


American  General  Insurance  (Dec; 
American  Home  Products  (Dec; 
American  Hospital  Supply  (Dec; 
American  International  Group  (Dec; 

American  Motors  (Sept; 


4,689,257 
1,510,862 

839,266 
2,275,448 

991,586 


1,434,639 
2,471,727 
1,325,431 
1,104,759 
2,315,470 


420,289 
5,018,656 
1,117,640 
1,202,624 

116,641 


76,90 
277,93 
64,79 
98,53 
-46,341 


219 
171 
■ 

386 
470 


270 
328 
■ 

199 
80 


458 
183 
440 
■ 

453 


151 
393 
■ 

254 


American  National  Financial  (Dec 
American  Natural  Resources  (Dec; 
American  Petrofina  (Dec; 
American  Security  Corp  (Dec; 
American  Standard  (Dec; 
American  Stores  (Mar; 


2,176,855 
2,607,850 

833,470 
1,352,734 
1,083,852 

513,705 


491,488 
1,263,646 
1,070,959 
87,289 
1,654,176 
3,207,248 


346,534 
898,779 
362,916 
109,170 
349,610 
171,015 


31,53 
106,901 
45,54) 
15.971 
70,92' 
31,961 


3 

310 
272 
■ 

307 


2 

410 
■ 

143 


1 

447 
■ 

346 
404 
484 


American  Telephone  &  Telegraph  (Dec; 

AMF  (Dec; 
Amfac  (Dec 
AMP  (Dec 
Amstar  (June 
Amsted  (Sept; 


86,716,989 
821,597 
801,672 
475,016 
483,215 
276,960 


32,815,582 
1,111,360 
1,251,088 

522,016 
1,118,504 

498,489 


38,570,218 
402,983 
178,791 
1,044,968 
205,251 
277,433 


3,829,151 
38,16 
19,131 
52,041 
43,42 
34,20 


■  Not  on  530  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 
tt  Figures  include  unconsolidated  subsidiaries. 
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Joster  of  the  U.S/s  Biggest  Corporations 

PER  SHARE  DATA:  1976 
Earnings 


Before 

Market 

Number  of 

His  Total 

Rank 

w 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration^ 

Among  798 

)0) 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

($) 

Others 

.984 

3.26 

0.86 

49y8 

North  Chicago,  III 

25.4 

Edward  J  Ledder 

329,560 

231 

744 

3.92 

1.77 

35% 

New  York,  NY 

13.0 

John  F  Burditt 

275,500 

313 

,264 

3.91 

1.08 

35% 

Hartford,  Conn 

30.7 

John  H  Filer 

379,598 

154 

,U 

3  nn 

O.UU 

n  99 

1 C3/ 
ID  78 

los  Mngeies,  uai 

3  ft 

William  U  Ahmanc/in 

9fi9  QH7 

33R 

ooo 

,419 

2.25 

0.12 

343/4 

Allentown,  Pa 

13.4 

Edward  Donley 

292,182 

281 

■ 

1.905 

4.68 

1.08 

30% 

Montvale,  NJ 

14.5 

George  S  Dillon 

382,945 

147 

1 

:,323 

■ 

0.45 

1.20 

16% 

Asheville,  NC 

15.4 

Claude  S  Ramsey 

175,000 

550 

',906 

2.93 

1.32 

253/4 

Birmingham,  Ala 

2.8 

John  W  Woods 

113,545 

724 

',0/ L 

9  41 

n  79 
u.  It- 

"78 

Duloe,  lUd 

17  fi 
1  /  .0 

Warron  P  MrPaSn 

9A7  Q9l*l 

374 
O/H 

,574 

3.11 

0.77 

185/8 

Valley  Forge,  Pa 

13.4 

Tinkham  Veale  II 

304,082 

266 

■ 

,721 

0.14 

1.22 

243/4 

Pittsburgh,  Pa 

16.2 

Robert  J  Buckley 

335,000 

224 

:,580 

2.61 

1.62 

22V4 

New  York,  NY 

5.3 

Charles  B  Finch 

145,075 

630 

,220 

3.49 

0.75 

293/8 

Houston,  Tex 

0.9 

Gerald  H  Smith 

108,738 

737 

ART 

A  59 

i  fin 

An 

IVIOII IMUWN,  llJ 

33  4 

OO. t 

Inhn  T  Pnnnnr 

3fifi  3fi7 
000,00/ 

179 

Li  £. 

,842 

3.40 

0.85 

23 

New  York,  NY 

55.0 

Thomas  M  Macioce 

500,000 

52 

,078 

-2.04 

none 

3% 

Detroit,  Mich 

10.4 

Earl  W  Smith 

175,000 

550 

,598 

4.51 

0.50 

26 

West  Allis,  Wise 

26.4 

David  C  Scott 

451,646 

78 

,077 

4.14 

1.37 

57% 

Pittsburgh,  Pa 

45.0 

W  H  Krome  George 

391,594 

135 

1  3f> 

4  34 

1./  D 

0374 

14  4 

Inn  K  MorA ronnr 

Idll  rv  mdcuicgui 

37fl  RR3 
o/u,ooo 

1R7 
10/ 

,746 

3.90 

0.37 

313/4 

New  York,  NY 

6.6 

Leon  Hess 

206,930 

460 

,128 

1.97 

none 

i3y2 

New  York,  NY 

36.0 

Albert  V  Casey 

279,400 

306 

,362 

2.20 

0.93 

17% 

Reading,  Pa 

1.5 

Ben  T  Craig 

102,916 

747 

,753 

4.54 

2.80 

453/4 

New  York,  NY 

54.8 

Robert  K  Heimann 

506,906 

48 

349 

4  ns 

U.O  J 

3Q1/. 
0372 

Npw  Vnrk  NY 
new  i ui  i\,  11 1 

q  n 

•J.VJ 

1  onnsrrl  U  (*AlHoncnn 
LCUiiaiu  n  UUIUclloUfl 

Q4R  R77 

5 

,459 


5.10 

2.25 

39 

Greenwich,  Conn 

47.0 

William  F  May 

495,757 

56 

,036 

2.84 

1.50 

27% 

Wayne,  NJ 

39.4 

Dr  James  G  Affleck 

313,368 

255 

1,224 

2.66 

2.02 

25% 

New  York,  NY 

20.4 

Willis  S  White  Jr 

203,501 

471 

i,601 

2.49 

0.85 

40% 

New  York,  NY 

33.6 

#  Howard  L  Clark 

607,604 

26 

f  228 

1  .  J-  C 

n  r>4 

l£'/8 

uinCIMIIdll,  UMIU 

Pari  II  1  inrfnor 
vail  n  LINUIlc! 

91  7  30(1 
L.I  ,ouu 

443 

i',166 


1.69 

1.16 

16% 

Indianapolis,  Ind 

2.5 

Frank  E  McKinney  Jr 

120,000 

705 

(.,551 

3.13 

0.66 

20% 

Houston,  Tex 

8.7 

Benjamin  N  Woodson 

211,990 

449 

:,388 

1.75 

1.00 

32 

New  York,  NY 

47.6 

William  F  Laporte 

709,965 

10 

i,301 

1.72 

0.39 

303/4 

Evanston,  III 

26.4 

Karl  D  Bays 

283,900 

298 

!  ,126 

3.12 

0.22 

38 

New  York,  NY 

14.0 

Maurice  R  Greenberg 

188,600 

512 

'  852 

nnno 
nunc 

•5/8 

UcllUll,  EVIICfl 

9ft  Q 

Raw  H  fhanin  Ir 

nuy  u  viidpin  jr 

945  fi4fl 

378 
o  /  o 

'  ,350 

1.02 

0.44 

11% 

Wilmington,  Del 

10.7 

Glendon  E  Johnson 

211,650 

450 

,829 

5.23 

2.62 

43% 

Detroit,  Mich 

7.6 

Arthur  R  Seder  Jr 

199,252 

486 

If, 102 

4.27 

2.10 

34 

Dallas,  Tex 

3.2 

Richard  1  Galland 

170,101 

563 

,859 

6.59 

2.80 

45 

Washington,  DC 

1.1 

Carleton  M  Stewart 

126,682 

687 

i  ,150 

3.94 

1.15 

28% 

New  York,  NY 

44.6 

William  A  Marquard 

522,000 

41 

1,232 

6  1 1 

1  7S 

39i/» 

o*-/2 

Wilmington,  Del 

49  n 

■nhn  P  Park 

jonn  it  rant 

474 

',057 

6.05 

3.70 

63% 

New  York,  NY 

927.2 

John  D  deButts 

483,813 

59 

,145 

2.03 

1.24 

213/g 

White  Plains,  NY 

30.7 

Rodney  C  Gott 

255,000 

354 

1,522 

1.55 

1.00 

15% 

Honolulu,  Haw 

24.9 

Henry  A  Walker  Jr 

279,400 

306 

,027 

1.40 

0.41 

28% 

Harrisburg,  Pa 

13.9 

Joseph  D  Brenner 

179,750 

542 

,610 

5.07 

1.28 

23% 

New  York,  NY 

8.0 

Robert  T  Quittmeyer 

241,800 

387 

j.,270 

6.38 

2.00 

51% 

Chicago,  III 

10.0 

Goff  Smith 

291,144 

284 

,  bonus 

director's  fees  and  deferred  compensation;  excludes  stock  options. 

#  New  CEO  in  1977. 
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The  Dimensions  of  American  Busine 


oster  ( 


WHERE  THEY  RANK:  1976 


Assets 


Market  Net 
Sales     Value  Profits 


Company  (and  fiscal  year  end) 


Assets 
($000) 


Sales 
($000) 


Market  Value 
of  Common 
($000) 


Net  Prof i 
($000) 


Cut 

Hi* 
m 


m 

Ite 


408 


490 
426 
234 
262 
202 


494 
145 
364 
290 


Anchor  Hocking  (Dec)  390,567  628,743  204,788 

Anderson-Clayton  (June)  435,134  759,303  308,790 

Anheuser-Busch  (Dec)  1,268,085  1,441,146  1,030,931 

ARA  Services  (Sept)  560,348  1,307,341  468,450 

Archer  Daniels  Midland  (June)  684,060  1,620,777  625,849 


0 


27,374 
34,648 
55,433  0 
37,447  0 
65,120 


443 
377 
■ 

285 
155 


333 
229 
■ 

374 


37 
■ 

118 


404 
83 


355 
316 
58 
218 


19 
■ 

256 
496 

237 


384  300 

432  406 

■  ■ 

169  128 


Arizona  Bank  (Dec)  1,163,557  82,395  51,809  5,993 

Arizona  Public  Service  (Dec)  1,402,990  394,779  441,563  60,4791 

Arkansas  Louisiana  Gas  (Dee)  728,920  379,240  377,010  43,232 

Arlen  Realty  &  Development  (Feb)  1,788,146  829,184  66,683  -23,805 

Armeo  Steel  (Dec)  2,833,601  3,150,974  961,903  119,774 


252 
377 
190 
379 


345 
416 
104 
432 


20 
395 


50 


16 
■ 

223 
473 
72 


Armstrong  Cork  (Dec)  787,878  981,208  707,988  52,250 

ASARCO(Dec)  1,543,738  1,103,737  447.761  42,313 

Ashland  Oil  (Sept)  2,104,863  4,086,845  881,717  135,983 

Associated  Dry  Goods  (Jan)  753,080  1,538,849  447,585  40,637 

Atlantic  Bancorp  (Dec)  1,407,717  101,717  57,728  3,711 


W  3 


m  ■ 


Atlantic  Richfield  (Dec)  8,853,334  8,462,524  5,550,410  575,178 

Automatic  Data  Processing  (June)  132,303  187,922  426,541  17,660 

ttAvco(Nov)  3,589,523  1,345,176  152,547  81,048 

A*net(Juae)  335,410  621,498  224,437  35,416 

Avon  Products  (Dec)  926,260  1,434,374  2,873,970  168,367 


15,693  : 


4S8  192  397  340 

498        ■  ■  ■ 

■          ■  287  366 

351         ■  ■  ■ 

194  441  229  153 


Babcock  &  Wilcox  (Dec)  1,124,100  1,691,800  425,495  53,100 

Bache  Group  (July)  995,981  248,059  65,235  11,011 

Baker  International  (Sept)  494,114  552,582  629,325  48,847 

ffDH  Baldwin  (Dec)  1,447,652  263,428  84,134  16,125 

Baltimore  Gas  &  Dectric  (Dec)  2,324,624  725,817  771,443  106,817 


m 


147 
390 
117 

72 
293 


2 
11 
181 
■ 

226 


272 
■ 

311 
130 
77 


50 
243 
■ 

466 


52 
■ 

94 
189 
43 


497 


BanCal  Tri-State  (Dec)  2,988,749  212,665  54,089 

Banco  Popular  de  Puerto  Rico  (Dec)  1,334,275  93,317  43,875 

BancOhio  Corp  (Dec)  3,595,614  252,233  140,698 

Bank  of  New  York  Company  (Dec)  5,202,496  324,737  218,745 

Bank  of  Virginia  Company  (Dec)  1,746,811  164,627  64,843 


30  33 

414  320 

■  ■ 

105  301 


55 
288 
174 

307 
80 
266 


85 
431 
165 
177 

74 
464 


BankAmerka  Corp  (Dec)  73,912,940  4,844,751  4,404,793 

Bankers  Trust  New  York  Corp  (Dec)  22,248,581  1,397,691  395,514 

Barnett  Banks  of  Florida  (Dec)  2,443,690  188,430  131,843 

Barter  Travenol  Laboratories  (Dec)  837,247  681,364  1,329,615 

BayBanks  (Dec)  2,116,454  151,266  90,840 


2,304 
8,337 
22,366 
33,013 
5,163 


336,771 
56,528 
13,848 
60,395 
10,946 


m 


Beatrice  Foods  (Feb)  1,844,434  4.690,569  2,394,226  153,107 

Becton,  Dickinson  (Sept)  486,681  508,990  627,143  40,658 

Bendbt<Sept)  1,653,600  2,965,500  941,945  104,700 

ffBeneficial  Corp  (Dec)  3,374,201  1,742,904  584,083  100,407 

Bethlehem  Steel  (Dec)  4,939,100  5,248,000  1,763,015  168,000 

Big  Three  Industries  (Dec)  443,409  274,508  667,182  36,612 


436 
259 
297 
281 


430 
438 
■ 

62 
162 
77 


204 
444 
■ 

172 
158 
141 


414 
319 
■ 

171 
185 
140 


B!ack&  Decker  Manufacturing  (Sept)  652,801  748,176  840,581  42,397 

Blue  Bell  (Sept)  401,974  730,360  359,165  56,582 

Boatmen's  Bancshares  (Dec)  1,177,122  73,935  64,233  8,817 

Boeing  (Dec)  1,918,598  3,918,535  950,356  102,895 

Boise  Cascade  (Dec)  1,731,242  1,931,530  990,559  97,330 

Borden  (Dec)  1,808,479  3,381,075  1,045,840  112,807 


64,533 

10,621 
Hist 


*l,  tonus,  im 


■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 
ft  Figures  include  unconsolidated  subsidiaries. 


1)  Considering  change  of  name  to  Armstrong  World  Industries. 
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Jester  of  the  U.S.'s  Biggest  Corporations 


PER  SHARE  DATA:  1976 


Earnings 

Before  Market 
Extraordinary  Price 

Items     Dividends  (Dec.  31) 


Number  of 
Corporate  Employees 
Headquarters  (000) 


Chief  Executive 


His  Total 
Remuneration} 
(?) 


Rank 
Among  798 
Others 


6,914 
2,075 
8,538 
1,183 
0,811 


4.06 
2.66 
1.23 
3.92 
2.28 


1.35 
0.70 
0.68 
1.13 
0.20 


30% 

23% 

22% 

50 

21% 


Lancaster,  Ohio 
Houston,  Tex 
St  Louis,  Mo 

Philadelphia,  Pa 
Decatur,  III 


17.8 
14.4 
13.3 
77.9 
4.7 


John  L  Gushman 
Thomas  J  Barlow 
August  A  Busch  III 
William  S  Fishman 
Dwayne  0  Andreas 


357,038 
304,669 
263,058 
241,950 
247,916 


191 

265 
337 
385 
375 


8,120 
7,100 
7,550 
5,169 
7,892 


1.76 
2.47 
3.43 
-1.20 
3.80 


0.57 
1.39 
1.73 
none 
1.70 


15% 
195/8 
30 
3% 
32% 


Phoenix,  Ariz 
Phoenix,  Ariz 
Shreveport,  La 
New  York,  NY 
Middletown,  Ohio 


1.7 
4.0 
4.6 
17.7 
48.9 


G  Clarke  Bean  132,618  665 

Keith  L  Turley  96,750  765 

fE  S  Nelson/D  W  Weir  131,833  671 

Arthur  G  Cohen  175,000  550 

Calvin  W  Verity  Jr  370,930  166 


7,499 
2,980 
977 
6,670 
7,827 


2.01 
1.58 
5.03 
3.01 
0.71 


0.91 
0.70 
1.75 
1.48 
0.72 


27% 
16% 
34% 
33% 
11 


Lancaster,  Pa 
New  York,  NY 
Russell,  Ky 
New  York,  NY 
Jacksonville,  Fla 


23.0 
13.1 
30.0 
57.5 
2.7 


James  H  Binns 
Charles  F  Barber 
Orin  E  Atkins 
Richard  R  Pivirotto 
Billy  J  Walker 


294,333 
255,220 
396,318 
235,000 
82,333 


276 
351 
130 
406 
783 


2,516 
5,693 
,604 
,803 
,130 


5.04 
1.26 
5.71 
2.55 
2.90 


1.43 
0.22 
none 
0.58 
1.80 


57% 
29% 
13% 
17% 
49% 


Los  Angeles,  Cal 
Clifton,  NJ 

Greenwich,  Conn 
New  York,  NY 
New  York,  NY 


27.0 
6.4 

23.0 
9.1 

26.6 


Robert  O  Anderson 
Frank  R  Lautenberg 
James  R  Kerr 
Simon  Sheib 
David  W  Mitchell 


625,000 
175,000 
330,998 
440,437 
410,130 


20 
550 
230 

88 
113 


3,259 
7,971 
7,050 


4.37 
1.55 
3.52 
2.37 
3.12 


0.95 
0.40 
0.45 
0.64 
2.05 


35 
9% 
45 
13% 
26% 


New  York,  NY 
New  York,  NY 
Orange,  Cal 
Cincinnati,  Ohio 
Baltimore,  Md 


39.5 
6.2 

11.9 
4.5 
8.1 


George  G  Zipf  377,331  157 

Harry  A  Jacobs  Jr  190,000  504 

Earnest  H  Clark  Jr  187,693  517 

Lucien  Wulsin  121,008  699 

C  Edward  Utermohle  Jr  139,659  644 


0.66 
3.09 
3.06 
5.51 
1.01 


0.79 
1.16 
1.20 
2.20 
0.88 


15% 
16% 
19% 
36% 
15% 


San  Francisco,  Cal 
San  Juan,  PR 
Columbus,  Ohio 
New  York,  NY 
Richmond,  Va 


3.7 
2.1 
5.1 
5.2 
3.6 


Chauncey  E  Schmidt  285,000  296 

Rafael  Carrion  Jr  75,615  791 

Robert  G  Stevens  153,077  605 

Elliott  Averett  229,094  417 

Frederick  Deane  Jr  130,000  677 


2.41 
4.66 
1.63 
1.85 
3.61 


0.79 
3.00 
0.72 
0.22 
2.10 


30% 
37% 
15% 
40% 
30 


San  Francisco,  Cal 
New  York,  NY 
Jacksonville,  Fla 
Deerfield,  III 
Boston,  Mass 


66.9 
12.5 

4.3 
24.8 

3.7 


Alden  W  Clausen 
Alfred  Brittain  III 
Guy  W  Botts 
William  B  Graham 
William  M  Crozier  Jr 


461,045 
252,000 
161,000 
227,000 
90,091 


73 
363 
588 
425 
772 


U00 
,476 
,600 
,061 


1.86 
2.20 
4.74 
4.52 
3.85 
1.91 


0.80 
0.53 
1.79 
1.44 
2.00 
0.33 


28% 
33% 
44% 
27% 
40% 
34 


Chicago,  III  67.0  Wallace  N  Rasmussen  291,191  283 

Rutherford,  NJ  16.8  Wesley  J  Howe  326,900  235 

Southfield,  Mich  79.7  #W  Michael  Blumenthal  429,900  97 

Wilmington,  Del  24.9  Finn  M  W  Caspersen  109,827  734 

Bethlehem,  Pa  99.8  Lewis  WFoy  388,140  141 

Houston,  Tex  3.3  Harry  K  Smith  192,967  496 


,963 


M96 
J.750 
),534 


1.02 
4.56 
3.71 
4.85 
3.30 
3.64 


0.40 
0.65 
1.60 
1.25 
0.73 
1.35 


20% 

29 

27 

44% 

33% 
34 


Towson,  Md 
Greensboro,  NC 
St  Louis,  Mo 
Seattle,  Wash 
Boise,  Ida 
New  York,  NY 


18.0 
27.0 
1.4 
65.4 
35.2 
40.4 


Francis  P  Lucier 
Lowell  K  Mann 
Donald  N  Brandin 
Thornton  A  Wilson 
John  B  Fery 
Augustine  R  Marusi 


bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options. 


200,000 
265,387 
115,816 
354,221 
443,984 
545,567 


481 

335 
718 
195 
84 

32 


#  New  CEO  in  1977 

t  Office  held  jointly;  remuneration  shown  represents  amount  earned  by  each. 
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The  Dimensions  of  American  Busines  {o 


WHERE  THEY  RANK:  1976 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Net  Profits 

flw 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

own 

401 

174 

317 

220 

Borg-Warner  (Dec) 

1,292,600 

1,862,400 

566,873 

81,700 

133,800 

■ 

495 

■ 

■ 

-    Borman's  (Jan) 

82,675 

622,221 

11,334 

2,383 

{,30? 

383 

■ 

■ 

437 

Boston  Edison  (Dec) 

1,371,527 

553,309 

261,021 

39,765 

»,w 

■ 

467 

■ 

■ 

Braniff  International  (Dec) 

572,238 

679,719 

217,413 

26,369 

(9,640 

■ 

■ 

356 

■ 

Briggs  &  Stratton  (June) 

191,524 

326,959 

480,928 

27,572 

392 

159 

62 

82 

Bristol-Myers  (Dec) 

1,328,587 

1,986,370 

2,155,043 

156,806 

182.509 

478 

■ 

■ 

■ 

Broadview  Financial  (Dec) 

1,062,400 

81,372 

20,068 

6,143 

7,495 

■ 

400 

■ 

■ 

Brown  Group  (Oct) 

383,226 

842,964 

167,056 

20,981 

32,543 

■ 

376 

484 

422 

Brunswick  (Dec) 

715,653 

914,865 

322,205 

41,695 

69,793 

■ 

■ 

319 

427 

Bucyrus-Erie  (Dec) 

562,405 

484,530 

551,560 

41,214 

■ 

333 

■ 

■ 

Budd  (Dec) 

603,618 

1,060,862 

130,220 

27,196 

53,189 

296 

135 

216 

163 

Burlington  Industries  (Sept) 

1,733,899 

2,284,626 

804,318 

104,918 

207,004 

129 

166 

322 

247 

Burlington  Northern  (Dec) 

3,380,659 

1,896,132 

548,152 

73,029 

155,162 

177 

171 

38 

65 

Burroughs  (Dec) 

2,539,319 

1,870,845 

3,707,422 

185,904 

366,647 

oi  n 

■ 

■ 

■ 

California  First  Bank  (Dec) 

O  1 1  A    A  ft '") 

2,214,492 

162,425 

66,946 

1  ft  OOO 

10,/oZ 

15  if) 

■ 

■ 

491 

384 

Cameron  Iron  Works  (June) 

459,706 

421,845 

309,660 

46,687 

56,683 

■ 

201 

112 

174 

Campbell  Soup  (July) 

924,328 

1,634,762 

1,285,200 

101,039 

1*2,730 

■ 

457 

■ 

■ 

Campbell  Taggart  (Dec) 

278,780 

697,800 

205,747 

21,314 

41,324 

■ 

■ 

403 

471 

Capital  Cities  Communications  (Dec) 

328,522 

212,167 

418,077 

35,620 

42,171 

0;1  0 

Z43 

■ 

OO  A 

284 

299 

Capital  Holding  Corp  (Dec) 

2,027,345 

417,869 

639,754 

trt  CAO 

Uffli 

■ 

■ 

■ 

500 

Carborundum  (Dec) 

532,207 

613,895 

282,328 

32,767 

47,761 

472 

141 

96 

167 

Carnation  (Dec) 

1,079,174 

2,166,957 

1,466,404 

104,357 

135,799 

176 

456 

196 

131 

Carolina  Power  &  Light  (Dec) 

2,544,106 

698,449 

865,846 

118,341  1 

194,621 

■ 

308 

355 

481 

Carrier  (Oct) 

859,451 

1,111,861 

484,020 

34,732 

59,266 

p 

Z43 

43  D 

A  ^  o 
418 

Carter  Hawley  Haie  Stores  (Jan) 

823,197 

1,3/1, /U3 

071  A  1  n 

3/l,41U 

■ 

394 

■ 

449 

Castle  &  Cooke  (Dec) 

724,806 

850,322 

293,291 

37,929 

57,66! 

104 

47 

25 

27 

Caterpillar  Tractor  (Dec) 

3,893,915 

5,042,300 

4,995,598 

383,205 

587,339 

387 

139 

84 

77 

CBS  (Dec) 

1,351,610 

2,230,576 

1,686,844 

163,995 

197,412 

225 

■ 

■ 

■ 

CBT  Corp  (Dec) 

2,124,525 

149,980 

60,064 

8,117 

10,128 

oco 

1  A  "7 

14/ 

260 

261 

Celanese  (Dec) 

i  mn  Ann 

1,910,000 

o  i  oo  nnn 

CQC  C  1  1 

03  ,uuu 

ICE 

03,000 

205 

373 

166 

200 

Central  &  South  West  (Dec) 

2,276,539 

926,126 

973,907 

90,210 

167,544 

380 

■ 

■ 

■ 

Central  Bancorporation  (Dec) 

1,396,462 

103,917 

115,494 

14,349 

16,(56 

391 

■ 

■ 

■ 

Central  Bancshares  of  the  South  (Dec) 

1,334,274 

89,242 

86,966 

11,542 

13,398 

■ 

177 

■ 

453 

Central  Soya  (Aug) 

431,844 

1,836,830 

222,568 

37,693 

49;:? 

421 

■ 

326 

335 

Central  Telephone  &  Utilities  (Dec) 

1,218,118 

417,740 

537,650 

53,714 

 . 

118,685 

185 

■ 

■ 

■ 

Centran  Corp  (Dec) 

2,372,847 

153,927 

102,988 

16,452 

18,334 

■ 

471 

■ 

463 

2Certain-teed  (Dec) 

474,784 

665,045 

280,269 

36,633 

8,106 

218 

101 

192 

170 

Champion  International  (Dec) 

2,180,482 

2,910,523 

878,382 

103,124 

199,011 

■ 

■ 

354 

394 

Champion  Spark  Plug  (Dec) 

434,170 

513,808 

489,482 

45,316 

56,521 

■ 

299 

■ 

■ 

Charter  Company  (Dec) 

522,854 

1,142,942 

65,873 

14,768 

58,457 

34 

479 

■ 

410 

Charter  New  York  Corp  (Dec) 

10,208,942 

642,586 

233,550 

42,826 

48,861 

4 

91 

163 

136 

Chase  Manhattan  Corp  (Dec) 

45,637,747 

3,018,196 

981,807 

116,412 

1*4,405 

9 

191 

291 

192 

Chemical  New  York  Corp  (Dec) 

26,613,774 

1,715,954 

622,931 

92,614 

1,604 

■ 

429 

215 

332 

Chesebrough-Pond's  (Dec) 

514,897 

749,479 

805,275 

54,134 

84,39! 

145 

242 

224 

172 

Chessie  System  (Dec) 

3,004,934 

1,414,616 

780,244 

102,125 

169,4(7 

■ 

■ 

330 

328 

Chicago  Bridge  &  Iron  (Dec) 

578,092 

577,055 

530,067 

55,397 

68,552 

■ 

371 

■ 

■ 

Chromalloy  American  (Dec) 

655,254 

937,262 

156,887 

28,085 

53,624 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 


2)  Formerly  Certain-teed  Products. 
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poster  of  the  U.S/s  Biggest  Corporations 

PER  SHARE  DATA:  1976 
Earnings 


Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

III 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration} 

Among  798 

II 

/tnnnv 

(5000) 

Items 

Dividends 

(Dec.  31; 

Headquarters 

umer  executive 

W 

uwers 

11 

133,800 

4.21 

1.41 

30% 

Chicago,  III 

38.2 

James  F  Bere 

426,250 

102 

!i 

6,307 

0.81 

none 

3% 

Detroit,  Mich 

7.5 

Paul  Borman 

105,960 

742 

65 

87,747 

2.72 

2.44 

273/8 

Boston,  Mass 

4.0 

Thomas  J  Galligan  Jr 

125,000 

691 

S9 

69,640 

1.31 

0.22 

10% 

Dallas,  Tex 

11.0 

Harding  L  Lawrence 

401,667 

120 

Ti 
11 

o4,£OU 

1.91 

U.99 

■50  74 

Wauwatosa,  Wise 

7  n 
/.u 

Vincent  k  onieiy 

onn  nnn 

ASM 
401 

!£ 

182,509 

4.90 

1.80 

68% 

New  York,  NY 

30.9 

Richard  L  Gelb 

500,100 

51 

7,499 

2.07 

0.16 

63/4 

Cleveland,  Ohio 

0.5 

John  E  Rupert 

106,800 

739 

si 

32,343 

2.87 

1.25 

22% 

St  Louis,  Mo 

24.6 

W  L  Hadley  Griffin 

198,750 

489 

95 

69,793 

2.21 

0.45 

16% 

Skokie,  III 

25.1 

K  Brooks  Abernathy 

230,060 

414 

it 
w 

49,c>4£ 

0  AO 

U.Oo 

071/ 

South  Milwaukee,  Wise 

C  Q 
0.3 

Eugene  P  Berg 

Z4U,/D3 

Sf 

53,189 

4.20 

0.90 

211/4 

Troy,  Mich 

18.7 

Gilbert  F  Richards 

342,107 

216 

18 

207,004 

3.75 

1.30 

283/8 

Greensboro,  NC 

70.0 

William  A  Klopman 

405,780 

117 

155,162 

5.69 

1.30 

44 

St  Paul,  Minn 

48.8 

Louis  W  Menk 

353,002 

199 

366,647 

4.62 

0.66 

91% 

Detroit,  Mich 

49.9 

Ray  W  Macdonald 

525,000 

36 

B 
j: 

1  Q  0*70 

1.9/ 

U.bU 

101/ 
12% 

San  Francisco,  Cal 

0.4 

Masao  Tsuyamo 

1  no  oo>! 
1UZ,Z94 

7  en 
/OU 

3/ 

66,680 

4.75 

0.27 

32% 

Houston,  Tex 

9.3 

Anthony  J  A  Bryan 

169,950 

564 

3! 

142,730 

3.07 

1.36 

39% 

Camden,  NJ 

33.4 

Harold  A  Shaub 

360,503 

181 

li 

41,324 

3.21 

1.07 

31 

Dallas,  Tex 

17.5 

Bill  0  Mead 

236,142 

402 

)!5 

42,171 

4.60 

0.20 

563/8 

New  York,  NY 

3.0 

Thomas  S  Murphy 

301,825 

269 

(J! 
T. 

All) 

A  A  A 

U.4U 

001  / 
22% 

Louisville,  Ky 

0.0 

Robert  S  Yoder 

1  oc  occ 
lob.obD 

ODD 

'ii 

47,761 

4.14 

0.94 

35% 

Niagara  Falls,  NY 

17.2 

William  H  Wendel 

369,361 

170 

15] 

135,799 

5.61 

1.65 

783/4 

Los  Angeles,  Cal 

22.2 

H  Everett  Olson 

291,825 

282 

Ml 

194,621 

2.74 

1.66 

24% 

Raleigh,  NC 

5.0 

Shearon  Harris 

144,425 

635 

'ii 

59,266 

1.41 

0.55 

20 

Syracuse,  NY 

26.0 

Melvin  C  Holm 

328,691 

232 

ICO 

] 

0  -J,  JiO 

1  Q7 

1.3/ 

u.yu 

10.1/ 
1374 

Los  Angeles,  Cal 

n 

-U-  EAxulrA  til  r.rtrtr 

ff  tawara  w  i»arier 

Z/D,UUU 

oia 

014 

29 

57,668 

2.00 

0.73 

15% 

Honolulu,  Haw 

37.7 

Donald  J  Kirchhoff 

281,549 

300 

» 

567,339 

4.45 

1.46 

58 

Peoria,  III 

77.8 

William  L  Naumann 

313,292 

256 

197,412 

5.75 

1.75 

593/g 

New  York,  NY 

32.3 

#  William  S  Paley 

500,577 

49 

ir. 

10,128 

4.32 

2.60 

32 

Hartford,  Conn 

3.2 

# James  F  English 

127,952 

684 

)M 

nnn 

cJJ,UUu 

A  R7 
f  .0/ 

9  Jin 

49  Y4 

Man,  Vai-L-  MV 

New  YOrK,  INT 

01  0 

01.9 

|.Ln  Uf  OrnnL. 

jonn  w  croons 

qq^  Rnn 

1 

14  D 

211 

167,944 

1.75 

1.20 

16% 

Wilmington,  Del 

5.8 

Silas  B  Phillips  Jr 

135,142 

660 

119 

16,666 

3.13 

1.24 

25V4 

Cincinnati,  Ohio 

1.9 

Oliver  W  Birckhead 

129,099 

680 

13,398 

1.74 

0.44 

13% 

Birmingham,  Ala 

1.9 

Harry  B  Brock  Jr 

171,795 

560 

49,509 

2.44 

0.63 

14% 

Fort  Wayne,  Ind 

9.2 

Joseph  F  Jones 

254,705 

355 

Ill 

118,689 

2.50 

1.32 

25% 

Chicago,  III 

10.3 

Robert  P  Reuss 

168,155 

567 

18,334 

4.25 

1.78 

263/4 

Cleveland,  Ohio 

2.5 

John  A  Gelbach 

188,618 

511 

533 

56,706 

2.51 

0.65 

21% 

Valley  Forge,  Pa 

9.6 

Donald  E  Meads 

256,630 

349 

::■ 

199,011 

3.04 

1.00 

27% 

Stamford,  Conn 

46.9 

Andrew  C  Sigler 

350,000 

204 

31! 

56,521 

1.20 

0.66 

12% 

Toledo,  Ohio 

13.2 

Robert  A  Stranahan  Jr 

257,900 

348 

781 

58,457 

0.69 

0.06 

33/4 

Jacksonville,  Fla 

7.5 

Raymond  K  Mason 

228,966 

419 

32! 

48,861 

4.87 

2.00 

28% 

New  York,  NY 

7.6 

Gordon  T  Wallis 

301,875 

268 

,412! 

144,405 

3.63 

2.20 

30% 

New  York,  NY 

28.4 

David  Rockefeller 

292,675 

279 

.51' 

.09,604 

6.40 

2.88 

42% 

New  York,  NY 

15.5 

Donald  C  Platten 

255,164 

352 

,131 

64,391 

1.69 

0.76 

25 

Greenwich,  Conn 

16.0 

Ralph  E  Ward 

340,270 

218 

121 

69,442 

5.38 

2.16 

41% 

Baltimore,  Md 

38.0 

Hays  T  Watkins 

365,754 

174 

,351 

68,552 

5.73 

2.00 

54% 

Oak  Brook,  III 

11.7 

Marvin  G  Mitchell 

285,073 

294 

,« 

53,624 

2.41 

0.77 

14% 

Clayton,  Mo 

25.2 

Joseph  Friedman 

320,677 

243 

ary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options.  #  New  CEO  in  1977. 
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The  Dimensions  of  American  Busines 


WHERE  THEY  RANK:  1976 


lid 

Assets 

Sales 

of  Common 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

31 

1  9 
tc. 

117 
11/ 

'it 

04 

r            -   Chrysler  (Dec) 

7,074,365 

15,537,788 

1,227,533 

328,231 

?T\ 
£  i  j 

37R 

347 
of/ 

O  J*T 

VflUDD-  (UBC) 

1,004,3/3 

AAA  7Cfl 

900,753 

496,040 

50,513 

JQJ 

«o 
o  jo 

uncinnau  lias  &  fctectnc  (Dec) 

1    A  A  1  f\  1  O 

1,442,918 

547,133 

480,375 

54,397 

45 

253 

205 

189 

tf CIT  Financial  (Dec) 

7,488,515 

1,353,496 

839,272 

94,963 

3 

51 

33 

24 

Citicorp  (Dec) 

64,281,504 

4,843,838 

4,085,923 

401,352 

116 

60 

86 

54 

Cities  Service  (Dec) 

3,614,900 

3,964,600 

1,630,360 

217,000 

137 

■ 

■ 

■ 

Citizens  &  Southern  Natl  Bank  (Dec) 

3,159,015 

260,162 

223,386 

14,508 

449 

■ 

■ 

■ 

Citizens  Fidelity  Corp  (Dec) 

1,152,769 

77,657 

79,648 

9,758 

93 

121 

■ 

385 

f*jfv  Inufxrf  ina  (f\&c\ 

111  VC  JlJIIJ*  \UCl/ 

H     1  J, HO  J 

£O0,UUl 

■ 

267 

310 

265 

Clark  Equipment  (Dec) 

900,105 

1,266,236 

579,690 

68,122 

■ 

447 

■ 

■ 

Clark  Oil  &  Refining  (Dec) 

323,987 

718,449 

109,286 

9,439 

■ 

■ 

391 

457 

Cleveland-Cliffs  Iron  (Dec) 

333,970 

228,108 

433,132 

37,449 

273 

■ 

275 

221 

Cleveland  Electric  Illuminating  (Dec) 

1,842,999 

543,148 

654,343 

81,680 

84 

■ 

487 

424 

ftlpwpTriirt  Cftm  ttlM*\ 
VICVC1IUX  wUIjJ  \W\tf 

t,<}JrO,u4J 

?Q4  RQ=i 

31fi  31fi 

41  fifin 

■ 

407 

■ 

■ 

Clorox  (June) 

269,704 

822,101 

274,131 

27,262 

230 

131 

■ 

312 

Coastal  States  Gas  (Dec) 

2,100,356 

2,317,368 

253,929 

58,354 

263 

90 

27 

40 

Coca-Cola  (Dec) 

1,903,065 

3,032,829 

4,734,075 

284,959 

284 

70 

63 

91 

Colgate-Palmolive  (Dec) 

1,790,153 

3,511,492 

2,111,065 

149,250 

■ 

■ 

366 

363 

Cnlnnial  Penn  firnnn  /fieri 

R41  71? 

445  116 

4fi7  RK7 

4Q  D1Q 

■ 

357 

■ 

■ 

Colonial  Stores  (Dec) 

176,782 

975,211 

86,696 

11,612 

■ 

266 

439 

291 

Colt  Industries  (Dec) 

941,302 

1,266,511 

365,041 

61,628 

136 

188 

160 

113 

Columbia  Gas  System  (Dec) 

3,243,759 

1,794,687 

985,881 

131,053 

459 

■ 

431 

330 

Columbus  &  Southern  Ohio  Electric  (Dec) 

1,120,326 

280,285 

378,000 

54,302 

■ 

■ 

428 

318 

Comhiopri  IfKiiranrp  £a  Af  fimerira  tt\&r \ 
vuitiuiiicu  iiiduiaiivc  w  vi  niuciiva  \ucv/ 

44fi  4R? 

3Hi  rna 

0Ol,UOO 

Rfi  7n7 

JO,  /u/ 

406 

178 

338 

331 

Combustion  Engineering  (Dec) 

1,274,580 

1,830,925 

515,615 

54,203 

286 

■ 

■ 

■ 

Commerce  Bancshares  (Dec) 

1,784,407 

118,034 

107,787 

15,416 

64 

164 

71 

48 

Commonwealth  Edison  (Dec) 

5,909,665 

1,908,188 

1,987,600 

241,808 

■ 

331 

■ 

■ 

Commonwealth  Oil  Refining  (Dec) 

566,050 

1,062,955 

120,000 

-36,825 

■ 

■ 

486 

445 

vvllllllUIIlVaUvllS  OffllBIIIlC 

joy  ,0  /  o 

1  fiAQ 

31R  7^(1 
J  io,  /  JU 

1R  ?71 

■ 

■ 

■ 

493 

Cone  Mills  (Dec) 

291,830 

584,675 

159,375 

33,204 

32 

65 

89 

71 

Connecticut  General  Insurance  (Dec) 

10,624,828 

3,652,694 

1,591,478 

173,310 

57 

102 

111 

38 

Consolidated  Edison  (Dec) 

6,588,663 

2,880,302 

1,292,529 

301,411 

A  C 1 

452 

105 

237 

202 

Consolidated  Foods  (June) 

1,146,544 

2,754,858 

748,296 

89,453 

■ 

389 

476 

446 

Consolidated  Freightways  (Dec) 

422,673 

870,627 

327,567 

38,188 

253 

285 

254 

179 

CnncMiffatAff  Natural  Rac  /ftpr) 

1  Q4fi  717 

1  211  584 

98,928 

110 

212 

222 

96 

Consumers  Power  (Dec) 

3,814,612 

1,581,252 

788,391 

144,545 

A  0 1 

433 

■ 

■ 

■ 

Continental  Bank  (Dec) 

1,178,275 

88,247 

81,100 

11,397 

128 

98 

184 

Continental  Corp  (Dec) 

5,673,742 

2,422,248 

1,434,341 

97,350 

QIC 

zio 

74 

153 

132 

Continental  Group  (Dec) 

2,189,200 

3,458,172 

999,245 

118,301 

12 

235 

146 

115 

Continental  Illinois  Corp  (Dec) 

21,974,815 

1,437,178 

1,028,572 

128,013 

00 

a 

34 

18 

Continental  Oil  (Dec) 

6,041,516 

7,957,620 

4,013,288 

459,994 

232 

475 

269 

276 

Continental  Telephone  (Dec) 

2,079,937 

648,694 

663,000 

65,342 

74 

160 

393 

381 

ttControl  Data  (Dec) 

5,126,909 

1,981,898 

431,287 

47,483 

■ 

■ 

388 

420 

Cooper  Industries  (Dec) 

452,544 

554,453 

436,310 

41,834 

■ 

■ 

249 

237 

Adolph  Coors  (Dec) 

631,172 

593,575 

717,235 

76,461 

484 

340 

114 

217 

Corning  Glass  Works  (Dec) 

1,027,277 

1,025,905 

1,258,061 

83,713 

358 

109 

127 

123 

CPC  International  (Dec) 

1,459,317 

2,695,821 

1,125,988 

121,965 

■  Not  on  500  list. 

Ail  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15  1977 
tt  Figures  include  unconsolidated  subsidiaries. 
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^ster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1976 


ash 
low 


Earnings 

Before  Market 
Extraordinary  Price 

Items     Dividends  (Dec.  31) ! 


Corporate 
Headquarters 


Number  of 
Employees 
(000) 


Chief  Executive 


His  Total  Rank 
Remuneration^  Among  798 
($)  Others 


0,300 
4,511 
5,571 
8,847 
2,830 


5.45 
4.10 
1.84 
4.54 
3.21 


0.30 
1.42 
1.64 
2.20 
0.94 


203/8 

40 

22% 

40% 
323/4 


Highland  Park,  Mich 
New  York,  NY 
Cincinnati,  Ohio 
New  York,  NY 
New  York,  NY 


244.9 
7.3 
4.3 
23.5 
46.6 


John  J  Riccardo 
William  M  Rees 
William  H  Dickhoner 
Walters  Holmes  Jr 
Walter  B  Wriston 


700,066 
338,181 
116,798 
286,759 
469,927 


11 
222 
715 
291 

64 


7,500 
0.778 
1,728 
8,808 
4,393 


7.98 
0.50 
3.92 
1.49 
4.97 


2.60 
0.52 
1.32 
0.66 
1.70 


59% 
7% 
32 
13% 
423/8 


Tulsa,  Okla  17.6  Robert  V  Sellers  386,066  144 

Atlanta,  Ga  5.0  Richard  L  Kattel  162,516  582 

Louisville,  Ky  1.6  # Maurice  D  S  Johnson  119,692  709 

Beverly  Hills,  Cal  37.5  George  T  Scharffenberger  619,107  24 

Buchanan,  Mich  22.2  Bert  E  Phillips  431,429  95 


5,113 
14,245 
17,554 

5,938 


1.33 
6.13 
3.57 
6.86 
1.22 


0.50 
1.90 
2.56 
2.50 
0.52 


153/8 

703/4 

34% 

52 

12% 


Milwaukee,  Wise 
Cleveland,  Ohio 
Cleveland,  Ohio 
Cleveland,  Ohio 
Oakland,  Cal 


7.7 
7.8 
4.8 
4.2 
6.0 


Owen  L  Hill 
Samuel  K  Scovil 
Karl  H  Rudolph 
M  Brock  Weir 
Robert  B  Shetterly 


188,556 
225,000 
166,265 
222,659 
227,940 


513 
429 
571 
435 
422 


2.80 
4.76 
1.95 
3.08 
3.05 


none 
2.65 
0.82 
0.60 
1.45 


13% 
79 
27% 
29 

22% 


Houston,  Tex 
Atlanta,  Ga 
New  York,  NY 
Philadelphia,  Pa 
Atlanta,  Ga 


5.0 
33.0 
52.6 

3.2 
11.6 


Oscar  S  Wyatt  Jr 
J  Paul  Austin 
David  R  Foster 
John  J  MacWilliams 
Ernest  F  Boyce 


231,141 
398,283 
461,557 
205,192 
227,980 


412 
126 
71 
466 
421 


5,445 
3,930 
5,582 
5,850 
5,200 


8.30 
3.70 
3.71 
2.14 
5.04 


2.25 
2.14 
2.08 
0.70 
1.95 


54% 

30% 

27 

14% 

50% 


New  York,  NY 
Wilmington,  Del 
Columbus,  Ohio 
Chicago,  III 
Stamford,  Conn 


26.8 
10.7 
2.9 
3.1 
42.8 


George  A  Strichman 
Bernard  J  Clarke 
# Arthur  G  Green 
Clement  Stone 
Arthur  J  Santry  Jr 


436,990 
266,475 
139,575 
274,339 
362,081 


91 
333 
646 
318 
179 


5,052 
5,652 
1,957 
5,035 
5,855 


3.30 
3.20 
-2.56 
3.83 
5.33 


1.14 
2.38 
none 
1.00 
0.95 


23% 
31% 
8 
31% 
25% 


Kansas  City,  Mo 
Chicago,  III 
San  Antonio,  Tex 
Washington,  DC 
Greensboro,  NC 


2.6 
15.2 
2.4 
1.4 
14.3 


James  M  Kemper  Jr 
Thomas  G  Avers 
Gary  W  Davis 
Joseph  V  Charyk 
Lewis  S  Morris 


77,250 
217,548 
150,000 
156,609 
279,950 


789 
442 
615 
600 
304 


1,781 
.,276 
1,455 
,296 
,779 


6.29 
4.18 
2.99 
3.12 
4.94 


1.02 
1.60 
1.35 
0.78 
2.24 


58% 
21 

26% 
26% 
36% 


Hartford,  Conn 
New  York,  NY 
Chicago,  III 
San  Francisco,  Cal 
Pittsburgh,  Pa 


13.0 
24.3 
76.6 
18.7 
7.5 


Robert  D  Kilpatrick 
Charles  F  Luce 
John  H  Bryan  Jr 
William  G  White 
Robert  E  Seymour 


180,067 
233,333 
342,439 
261,606 
203,500 


538 
409 
215 
340 
472 


,348 
,415 
,159 
,179 
,452 
,492 


3.63 
3.51 
3.64 
4.01 
7.28 
4.38 


2.00 
1.62 
2.80 
1.85 
2.34 
1.15 


22% 

25 

54% 

33% 

58 

37% 


Jackson,  Mich 
Norristown,  Pa 
New  York,  NY 
New  York,  NY 
Chicago,  111 
Stamford,  Conn 


10.2 
1.5 

21.2 

58.9 
9.9 

43.9 


Alphonse  H  Aymond 
Roy  T  Peraino 
John  B  Ricker  Jr 
Robert  S  Hatfield 
Roger  E  Anderson 
Howard  W  Blauvelt 


195,700 
150,917 
175,100 
389,875 
342,960 
524,842 


491 
614 
549 
139 
214 
38 


,843 
,004 
,128 
,262 
,206 
,554 


1.62 
2.74 
3.79 
2.16 
4.74 
5.15 


1.04 
none 
0.84 
0.09 
1.50 
2.26 


17% 
25% 
40% 
20% 
71% 
47% 


Atlanta,  Ga 
Minneapolis,  Minn 
Houston,  Tex 
Golden,  Colo 
Corning,  NY 
Englewood  Cliffs,  NJ 


14.0 
41.6 

12.3 
8.1 
29.8 
42.5 


Charles  Wohlstetter 
William  C  Norris 
Robert  Cizik 
William  K  Coors 
Amory  Houghton  Jr 
James  W  McKee  Jr 


196,673 
285,471 
294,003 
208,450 
351,513 
407,375 


490 
292 
277 
458 
202 
115 


bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options. 


#  New  CEO  in  1977. 


How  to  possess 
the  supernatural. 

All  diamonds  are  a  phenomenon.  But  when  nature  mysteriously 
hances  them  with  a  vivid  color,  they  are  an  even  rarer  miracle. 

Created  by  earthfire  millions  of  years  ago,  richly  colored  diamonds 
ong  to  a  category  all  their  own.  They  occur  in  every  shade  of  the 
nbow  and  are  valued  for  their  extreme  rarity. 

This  one  is  a  magnificent  2.03-carat  marquise.  Unique  because  of 
depth  of  its  yellow  color.  And  also  because  of  its  size. 

Crafted  to  hold  the  human  eye  spellbound,  it  came  of  age  as  only 
iamond  can.  In  the  hands  of  a  master  cutter. 

Only  through  continuous  sculpturing  and  polishing  with  diamond 
t  was  its  inner  spirit  released.  Turning  it  into  a  sun-like  jewel  of 
hanting  fire  and  beauty. 

A  chance  of  a  lifetime  to  conquer  the  supernatural.  And  possess 
e  of  nature's  rarest  creations. 


A  diamond  is  forever. 

De  Beers  Consolidated  Mines.  Ltd. 


The  Dimensions  of  American  Busine  ^er 


WHERE  THEY  RANK:  1976 


Market 

Net 

Assets 

Sales 

of  Common 

NetProfl 

L  Ert 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

/AAA  f\\ 

($000) 

/d>  AAAI 

($000) 

($000) 

($000) 

NO) 

■ 

323 

■ 

377 

Crane  (Dec) 

760,561 

1,087,606 

290,906 

47,95! 

w 

31 

414 

474 

388 

Crocker  National  Corp  (Dec) 

10,711,223 

801,530 

328,888 

46,271 

m 

■ 

377 

463 

390 

Crown  Cork  &  Seal  (Dec) 

547,457 

909,937 

338,280 

46,18: 

w 

315 

145 

128 

181 

Crown  Zellerbach  (Dec) 

1,629,521 

2,125,977 

1,125,495 

97,62< 

0 

241 

304 

411 

419 

Crum  &  Forster  (Dec) 

1  f\A  A  110 

2,040,128 

1,125,404 

400,299 

41,85: 

1160/ 

■ 

338 

471 

311 

Cummins  Engine  (Dec) 

722,080 

1,030,532 

332,468 

58,62: 

0 

■ 

232 

199 

204 

Dana  (Aug) 

967,042 

1,444,387 

859,009 

89,17( 

11,842 

■ 

347 

■ 

■ 

Daniel  International  (Sept) 

203,584 

1,005,213 

129,685 

14,29] 

P 

394 

226 

228 

173 

Dart  Industries  (Dec) 

1,326,479 

1,476,240 

774,103 

101,61 

►4,035 

■ 

■ 

404 

■ 

Data  General  (oept) 

157,328 

161,117 

415,862 

18,94* 

3,416 

480 

165 

296 

274 

Dayton-Hudson  (Jan) 

1,058,276 

1,898,544 

608,825 

65,66: 

I2K 

500 

■ 

450 

403 

Dayton  Power  &  Light  (Dec) 

993,658 

397,862 

350,655 

43,425 

W 

150 

86 

78 

50 

Deere  (Oct) 

2,893,153 

3,133,790 

1,897,279 

241,571 

11,120 

■ 

■ 

396 

■ 

DEKALB  AgResearch  (Aug) 

366,004 

360,864 

425,696 

32,552 

MS 

■ 

ooo 

238 

A  7C 

475 

ooo 

338 

Del  Monte  (May) 

~tnc  c  l  a 

796,514 

1  a  on  A  O  A 

1,43U,4Z4 

in  o i  o 

327,818 

53,195 

M10 

■ 

■ 

■ 

475 

Delmarva  Power  &  Lt  (Dec) 

971,597 

286,388 

269,449 

35,12? 

m 

355 

219 

232 

255 

Delta  Air  Lines  (June) 

1,467,494 

1,528,942 

765,419 

70,20; 

» 

492 

a 

■ 

■ 

Deposit  Guaranty  Corp  (Dec) 

1,007,621 

71,096 

64,214 

8,03; 

9,151 

107 

268 

211 

129 

Detroit  Edison  (Dec) 

3,857,332 

1,266,167 

816,236 

119,625 

,3,500 

T  OQ 
128 

■ 

■ 

■ 

DlTKUI  IBANK  Uorp  (Dec) 

0  001  ooo 

j,o81, 222 

oon  i  ca 

om  ooo 
201,923 

0"7  1  C£ 

11 ,  lot 

w 

■ 

384 

368 

358 

Diamond  International  (Dec) 

594,332 

887,079 

465,640 

49,945 

w 

349 

251 

115 

101 

Diamond  Shamrock  (Dec) 

1,481,002 

1,356,552 

1,246,426 

140.03C 

P 

■ 

458 

■ 

■ 

Di  Giorgio  (Dec) 

224,020 

695,631 

40,541 

4,715 

,1,30! 

■ 

436 

65 

244 

Digital  Equipment  (June) 

856,038 

736,288 

2,101,772 

73.40C 

IS,384 

■ 

■ 

■ 

Diiiingnam  (Dec) 

COQ  1  OA 

bZo,124 

QA  R  CQ7 
043,03/ 

1  in  1C\C\ 

2/, 88; 

Mil 

■ 

297 

■ 

■ 

Dillon  Companies  (June) 

194,447 

1,148,399 

279,663 

22,433 

11,330 

■ 

■ 

94 

242 

Walt  Disney  Productions  (Sept) 

873,925 

583,896 

1,496,077 

74,595 

m 

352 

■ 

■ 

■ 

Dominion  Bankshares  Corp  (Dec) 

1,474,965 

105,485 

91,977 

12,458 

ma 

292 

■ 

■ 

■ 

Donaldson,  Lufkin  &  Jenrette  (Dec) 

1,749,975 

90..786 

31,841 

3,553 

... 

4,231 

■ 

■ 

378 

421 

R  R  Donnelley  &  Sons  (Dec) 

A  r  r\  AC  A 

450,464 

rnl  AOI 

584,48/ 

A  A  7  1 A  A 

44/,/44 

A  1  70r 
41,  Hi 

■ 

■ 

464 

■ 

Dover  Corp  (Dec) 

222,503 

361,955 

337,674 

31.22C 

11,14! 

54 

35 

9 

15 

Dow  Chemical  (Dec) 

6,848,664 

5,652,070 

8,042,853 

612,767 

16,948 

■ 

■ 

327 

■ 

Dow  Jones  (Dec) 

220,152 

274,882 

535,176 

30,32S 

(9.266 

■ 

437 

■ 

■ 

Dravo  (Dec) 

360,617 

735,016 

114,402 

15,077 

23,152 

301 

138 

85 

83 

Dresser  Industries  (Oct) 

1,716,900 

2,232,200 

1,632,204 

156,80C 

p 

96 

311 

109 

70 

Duke  Power  (Dec) 

4,058,644 

1,108,358 

1,301,960 

173,701 

12,34? 

■ 

■ 

214 

378 

Dun  &  Bradstreet  Companies  (Dec) 

418,259 

602,790 

806,756 

47,752 

18,250 

52 

20 

15 

19 

E 1  du  Pont  de  Nemours  (Dec) 

7,017,800 

8,361,000 

6,525,862 

459.30C 

11,000 

290 

■ 

303 

270 

Duquesne  Light  (Dec) 

1,758,470 

429,578 

594,500 

66,426 

14,018 

399 

179 

■ 

483 

Eastern  Air  Lines  (Dec) 

1,300,668 

1,825,475 

166,185 

34,382 

12,288 

■ 

450 

309 

273 

Eastern  Gas  &  Fuel  Associates  (Dec) 

753,421 

711,289 

581,946 

65,731 

18,51/ 

66 

38 

5 

14 

Eastman  Kodak  (Dec) 

5,516,699 

5,438,170 

13,878,078 

650,618 

(4,292 

357 

186 

236 

196 

Eaton  (Dec) 

1,464,468 

1,808,129 

748,946 

90,863 

12(38 

■ 

481 

320 

■ 

Jack  Eckerd  (July) 

250,798 

637,241 

549,174 

31,254 

35,500 

■ 

■ 

467 

■ 

Economics  Laboratory  (June) 

221,850 

335,167 

337,007 

19,787 

18,212 

169 

254 

306 

■ 

E)  Paso  Company  (Dec) 

2,659,906 

1,350,934 

584,751 

10.65C 

14,899 

■ 

410 

456 

430 

Eltra  (Sept) 

608,764 

816,607 

346,951 

40,696 

il,54! 

m  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 


FORBES,  MAY  15,  19  BE5, 


oster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1976 
Earnings 

ash         Before  Market 
ow     Extraordinary  Price 
)         Items     Dividends    (Dec.  31)! 


Corporate 
Headquarters 


Number  of 
Employees 
(000) 


Chief  Executive 


His  Total  Rank 
Remuneration^  Among  798 
($)  Others 


New  York,  NY 
San  Francisco,  Cal 
Philadelphia,  Pa 
San  Francisco,  Cal 

New  York,  NY 


21.0 
10.6 
15.8 
31.6 
7.6 


Thomas  M  Evans 
Thomas  R  Wilcox 
John  F  Connelly 
Charles  R  Dahl 
B  P  Russell 


287,487 
279,911 
120,000 
402,163 
215,478* 


289 
305 
705 
119 
447 


Columbus,  Ind 
Toledo,  Ohio 

Greenville,  SC 
Los  Angeles,  Cal 
Westboro,  Mass 


20.9 
24.4 
32.5 
29.8 
5.8 


Henry  B  Schacht 
Rene  C  McPherson 
R  Hugh  Daniel 
Justin  Dart 
Edson  D  deCastro 


483,419 
331,974 
118,450 
375,051 
75,000 


60 
229 
711 
161 
792 


Minneapolis,  Minn 
Dayton,  Ohio 
Moline,  IN 
DeKalb,  III 
San  Francisco,  Cal 


30.0 
3.1 

55.2 
3.5 

34.1 


William  A  Andres  357,294  190 

Robert  B  Killen  120,000  705 

William  A  Hewitt  480,000  61 

Thomas  H  Roberts  Jr  151,943  610 

# Alfred  W  Eames  Jr  227,510  424 


1.48 
3.53 
3.03 
1.66 
6.39 


1.20 
0.65 
1.05 
1.45 
2.24 


14% 
38V4 
24% 
15>/8 
47% 


Wilmington,  Del 
Atlanta,  Ga 
Jackson,  Miss 
Detroit,  Mich 
Detroit,  Mich 


2.4 
27.9 
1.2 
9.6 
3.1 


Robert  D  Weimer 
William  T  Beebe 
J  Herman  Hines 
William  G  Meese 
C  Boyd  Stockmeyer 


98,412 
211,458 

90,557 
189,750 
193,520 


763 
452 
771 
505 
495 


5,494 

5,271 
1,308 
5,384 
0,411 


4.29 
3.90 
0.81 
1.98 
2.06 


2.00 
0.95 
0.05 
none 
0.48 


40 
34V4 

7% 
53% 

93/s 


New  York,  NY 
Cleveland,  Ohio 
San  Francisco,  Cal 
Maynard,  Mass 
Honolulu,  Haw 


19.0 
10.5 
5.1 
25.0 
11.6 


Richard  J  Walters 
William  H  Bricker 
Robert  Di  Giorgio 
Kenneth  H  Olsen 
Lowell  S  Dillingham 


496,351 
305,625 
200,440 
163,750 
345,048 


55 
262 
479 
579 
211 


2.34 
2.34 
2.09 
0.48 
2.23 


0.94 
0.12 
0.68 
0.10 
0.64 


303/g 
471/4 
15% 
4% 
24 


Hutchinson,  Kan 
Burbank,  Cal 
Roanoke,  Va 
New  York,  NY 
Chicago,  III 


16.0 
16.1 
2.2 
0.7 
12.1 


Ray  E  Dillon  Jr 
E  Cardon  Walker 
Edward  H  Ould 
Richard  H  Jenrette 
Charles  W  Lake  Jr 


160,183 
166,590 
136,631 
250,000 
989,652 


590 
570 
654 
367 
1 


New  York,  NY 
Midland,  Mich 

New  York,  NY 
Pittsburgh,  Pa 
Dallas,  Tex 


8.1 
53.0 

4.1 
13.8 
52.6 


Thomas  C  Sutton 
Zoltan  Merszei 
Warren  H  Phillips 
Robert  Dickey  III 
John  V  James 


206,749 
325,848 
271,839 
223,583 
544,151 


461 

237 
320 
432 
33 


Charlotte,  NC 
New  York,  NY 
Wilmington,  Del 
Pittsburgh,  Pa 
Miami,  Fla 
Boston,  Mass 


14.4 
21.0 
140.9 

4.4 

33.2 
11.0 


Carl  Horn  Jr 
Harrington  Drake 
Irving  S  Shapiro 
John  M  Arthur 
Frank  Borman 
John  N  Philips 


145,070 
339,904 
616,072 
130,667 
169,400 
271,688 


631 
219 
25 
674 
565 
321 


Rochester,  NY 
Cleveland,  Ohio 
Clearwater,  Fla 

St  Paul,  Minn 
El  Paso,  Tex 

New  York,  NY 


127.0 
45.7 
13.3 
5.5 
6.6 
24.8 


Walter  A  Fallon 
E  Mandell  de  Windt 
Stewart  Turley 
Edward  B  Osborn 
Howard  Boyd 
J  Adreon  Keller 


450,895 
443,457 
163,059 
199,920 
305,262 
231,192 


79 
86 
580 
484 
263 
411 


,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options. 
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Today's  American  farmer  can  feed  twice  the 
number  of  people  he  could  10  years  ago. 


It's  a  good  thing  he  can.  In  these 
10  years  the  U.S.  alone  has  added 
20  million  more  people  to  feed. 

America's  farm  productivity 
has  gone  up  so  dramatically  because 
of  technological  progress  on  many 
fronts,  two  of  the  most  important  of 
which  are  improved  mechanization, 
and  the  development  of  more 
efficient  agricultural  chemicals. 

An  example  of  the  mechanical 
revolution  is  FMC's  newest  model 
high-capacity  corn  harvester,  which 
automatically  gathers  the  stalks,  trims 
away  the  ears,  ejects  the  trash,  and 
loads  ears  for  transport  to  processing. 

FMC  manufactures  equally 
efficient  harvesters  for  a  broad  variety 
of  crops,  from  tomatoes,  potatoes, 
beets,  and  carrots  to  green  beans, 
lima  beans,  peas,  and  even  fresh 
fruits  and  nuts. 

These  mechanical  achievers 
would  not  mean  much  without 
bountiful  crops  to  harvest.  America's 
are  bountiful  because  effective 
pesticides,  such  as  FMC's  highly 
successful  Furadan®  insecticide- 
nematicide,  are  stopping  the  pests, 


which,  in  some  parts  of  the  world, 
continually  destroy  as  much  as  30  to 
40  percent  of  what  is  grown. 

The  range  of  FMC's  capabilities 
in  the  food  field  probably  exceeds 
that  of  any  other  company.  It  includes 
not  only  harvesters  and  agricultural 
chemicals,  but  equipment  to  prepare 
the  soil,  plant,  and  apply  protective 
pesticides,  processing  plants  and 
integrated  systems  to  preserve  and 
package  foods  in  order  to  make 
them  available  year-round  and  to 
more  people. 

Were  it  not  for  such  technology, 
you  would  be  paying  even  more  for 
food  than  you  do  today.  Or  worse, 
going  without  it. 

FMC  serves  worldwide  markets 
for  food  and  agricultural  machinery, 
environmental  equipment,  industrial 
and  agricultural  chemicals, 
packaging,  material  handling, 
transportation  equipment. 

For  a  folder  describing  FMC's 
machinery/chemical  capabilities,  please 
write  FMC  Corporation,  200  East 
Randolph  Drive,  Chicago  60601.  Or  call 
800-621-4500  (in  Illinois:  312-861-5900). 


-FMC 


The  Dimensions  of  American  Busine* 


WHERE  THEY  RANK:  1976 


Market  Value 


f 

Market 

Mat 

wet 

Assets 

Sales 

of  Common 

Net  rrOtlt$ 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

488 

221 

72 

134 

Emerson  Electric  (Sept) 

1,021,986 

1,505,023 

1,965,948 

116,845 

■ 

312 

489 

398 

Emhart  (Dec) 

654,233 

1,106,325 

312,389 

43,972 

270 

27 

140 

119 

Engelhard  Minerals  &  Chemicals  (Dec) 

1,852,676 

6,463,872 

1,058,466 

124,865 

ooo 

31K 

01 O 

OVJO 

FNSFRCH  (Dor) 

1  34R  fiR7 

4Q1  7Qei 

RQ  R4K 

0  J, OHO 

236 

■ 

■ 

■ 

Equimark  (Dec) 

2,055,731 

168,809 

50,515 

8,094 

363 

■ 

■ 

■ 

Equitable  Bancorporation  (Dec) 

1,451,302 

111,474 

63,126 

8,672 

423 

■ 

■ 

■ 

Equitable  Life  Insurance  Co  of  Iowa  (Dec) 

1,207,558 

174,968 

88,306 

13,529 

291 

42 

286 

219 

Esmark  (Oct) 

1,757,480 

5,268,005 

631,131 

82,550 

■ 

4?0 

Fthul  filar  1 

q?i  Q40 

1  1 3S  41 9 
1,1  jj,tii 

OOO,  Jj  1 

69  080 
u  j ,  uou 

■ 

419 

■ 

■ 

Evans  Products  (Dec) 

494,528 

781,272 

179,657 

26,676 

5 

1 

3 

3 

Exxon  (Dec) 

36,331,346 

48,630,817 

24,028,719 

2,640,964 

■ 

■ 

299 

413 

Farmers  Group  (Dec) 

261,244 

138,593 

602,261 

42,442 

6 

114 

202 

116 

Federal  National  Mortgage  Assoc  (Dec) 

32,392,901 

2,631,434 

847,212 

126,814 

207 

54 

57 
o  / 

1 0 

■  cUcldlCU  l/cp«l llilCfll  OLUIco  \ial\) 

9  9RQ  343 

<-,£0  J,040 

4  44fi  674 

?  3S4  940 

168  124 

142 

■ 

■ 

■ 

Fidelcor  (Dec) 

3,104,704 

227,661 

119,487 

13,356 

464 

■ 

■ 

■ 

Fidelity  Financial  (Dec) 

1,106,200 

86,959 

41,704 

7,595 

313 

■ 

■ 

■ 

Fidelity  Union  Bancorp  (Dec) 

1,638,236 

105,114 

125,826 

18,322 

295 

■ 

■ 

Financial  Federation  (Dec) 

1,735,726 

133,788 

73,279 

14,131 

320 

Financial  Ganoral  Ranlrcharnc  /Hor\ 
rilldllvldi  ucflcidl  Ddl'Vwlidico  \uxl\rf 

1  fi?3  1Q? 

117  050 

49  186 

10,433 

135 

61 

101 

187 

Firestone  Tire  &  Rubber  (Oct) 

3,260,593 

3,939,107 

1,362,609 

96,003 

389 

■ 

■ 

■ 

First  Alabama  Bancshares  (Dec) 

1,335,145 

107,630 

102,360 

14,491 

353 

■ 

■ 

First  Amtenn  Corp  (Dec) 

1,474,535 

116,896 

51,300 

3,693 

280 

■ 

■ 

First  &  Merchants  Corp  (Dec) 

1,819,637 

140,722 

63,313 

8,309 

299 

■ 

■ 

First  Ranr  firoun  nf  Ohio  f  Dpp) 

1,727,152 

131,036 

147,496 

19,325 

42 

274 

285 

First  Bank  System  (Dec) 

7,843,753 

535,340 

656,360 

63,434 

138 

■ 

■ 

First  Boston  (Dec) 

3,146,418 

109,561 

74,504 

18,224 

62 

■ 

344 

252 

First  Charter  Financial  (Dec) 

6,208,187 

479,249 

502,979 

71,504 

13 

250 

180 

158 

First  Chicago  Corp  (Dec) 

19,834,052 

1,361,095 

906,285 

105,640 

441 

■ 

■ 

First-CitiTprts  Bank  &  Trust  (DpcI 

i  1 1 d i  v i i!«.c 1 1 o  uaiin  Of.  MUSI  yi/Clr/ 

1  168  583 

89,875 

32,000 

3,367 

70 

■ 

436 

■ 

First  City  Bancorporation  of  Texas  (Dec) 

5,256,316 

311,472 

369,505 

31,921 

on 

317 

■ 

■ 

First  Commercial  Banks  (Dec) 

1,625,983 

113,389 

68,940 

13,460 

332 

■ 

■ 

First  Empire  State  Corp  (Dec) 

1,552,538 

116,806 

21,510 

—2,658 

396 

■ 

■ 

3First  Florida  Banks  (Dec) 

1,318,018 

83,063 

39,045 

4,113 

430 

■ 

■ 

First  Hawaiian  Inc  (Dec) 

1,184,907 

89,739 

68,468 

10,162 

49 

280 

326 

Firct  Iniarnaiinnal  Ranrcharoc  /n*»r\ 
riiM  iniciiidiiuiidi  Ddiiioiidivo  yut:\f} 

7  1  fifi  576 

465  075 

642,818 

56,039 

416 

■ 

■ 

First  Kentucky  National  Corp  (Dec) 

1,237,113 

91,011 

113,148 

13,177 

378 

■ 

■ 

First  Maryland  Bancorp  (Dec) 

1,400,079 

97,443 

66,394 

10,072 

289 

■ 

■ 

First  National  Bancorp  (Dec) 

1,772,303 

122,600 

69,001 

10,762 

38 

451 

442 

402 

First  National  Boston  (Dec) 

8,498,586 

709,278 

360,332 

43,452 

376 

■ 

■ 

First  National  Charter  Corp  (Dec) 

1,406,346 

.84,215 

93,421 

10,828 

ooo 

B 

■ 

First  National  Cincinnati  Corp  (Dec) 

1,370,009 

79,666 

121,500 

14,4oo 

221 

■ 

■ 

First  National  Holding  Corp  (Dec) 

2,141,389 

178,590 

84,204 

10,354 

187 

ft 

■ 

First  National  State  Bancorp  (Dec) 

2,347,287 

147,095 

102,900 

12,615 , 

■ 

359 

■ 

■ 

First  National  Stores  (Mar) 

117,017 

974,086 

22,055 

-1,502 

465 

■ 

■ 

First  Oklahoma  Bancorporation  (Dec) 

1,103,542 

69,511 

78,686 

10,438 

47 

■ 

■ 

First  Pennsylvania  Corp  (Dec) 

7,214,021 

531,830 

218,070 

22,631 

195 

■ 

■ 

First  Security  Corp  (Dec) 

2,322,081 

188,567 

227,371 

23,644 

m 

61,111 
0 
P 

11,132 


■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 


3)  Formerly  First  Financial  Corp. 


216 


FORBES,  MAY  15,  197 


A  Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1976 


ish 


Earnings 

Before  Market 

Extraordinary  Price 

Items     Dividends  (Dec.  31) 


Corporate 
Headquarters 


Number  of 
Employees 
(000) 


Chief  Executive 


His  Total  Rank 
Remuneration*;  Among  798 
($)  Others 


2.05 
5.54 
3.99 
3.55 
1.96 


0.85 
1.43 
1.05 
1.66 
0.88 


34% 
36% 
33% 
29% 
12% 


St  Louis,  Mo 
Hartford,  Conn 
New  York,  NY 
Dallas,  Tex 
Pittsburgh,  Pa 


38.8 
32.9 
10.3 
11.7 
2.1 


Charles  F  Knight  380,000  153 

T  Mitchell  Ford  314,350  251 

Milton  F  Rosenthal  629,595  19 

William  C  McCord  181,300  534 

Marion  A  Cancelliere  183,850  527 


1,732 
,862 
6,935 
2,573 


2.47 
2.71 
4.49 
7.18 
1.60 


0.20 
0.69 
1.58 
1.45 
0.20 


18 

17% 

35% 

43 

13% 


Baltimore,  Md 
Des  Moines,  Iowa 
Chicago,  III 
Richmond,  Va 
Portland,  Ore 


2.8 
0.6 
47.0 
16.0 
12.3 


Owen  Daly  II 
Kenneth  R  Austin 
Robert  W  Reneker 
Floyd  D  Gottwald  ir 
Monford  A  Orloff 


88,858 
128,696 
261,058 
285,070 
348,600 


774 
682 
343 
295 
209 


,632 


5.90 
1.60 
2.62 
3.50 
2.75 


2.73 
0.38 
0.88 
1.33 
2.20 


53% 

22% 

17 

49 

24% 


New  York,  NY 
Los  Angeles,  Cal 
Washington,  DC 
Cincinnati,  Ohio 
Philadelphia,  Pa 


125.4 
7.6 
1.3 

108.0 
3.7 


Clifton  C  Garvin  Jr 
George  Maslach 
Oakley  Hunter 
Ralph  Lazarus 
Samuel  H  Ballam  Jr 


636,083 
84,091 
136,400 
450,000 
145,282 


18 
781 
655 

80 
629 


1.20 
4.74 
3.50 
1.76 
1.68 


0.20 
2.40 
0.35 
0.35 
1.10 


6% 
32% 
18% 

8% 
23% 


San  Francisco,  Cal 
Newark,  NJ 
Los  Angeles,  Cal 
Washington,  DC 
Akron,  Ohio 


0.6 
2.0 
0.6 
2.5 
113.0 


Adolph  C  Meyer  Jr 
#C  Malcolm  Davis 
Edward  L  Johnson 
Harold  K  Johnson 
Richard  A  Riley 


158,030 
181,321 
152,390 
78,225 
432,000 


595 
533 
608 
787 
94 


2.93 
0.65 
2.53 
3.37 
4.26 


0.95 
0.49 
1.46 
1.20 
1.52 


20% 
9 

19% 
25% 
44% 


Montgomery,  Ala 
Nashville,  Tenn 
Richmond,  Va 
Columbus,  Ohio 
Minneapolis,  Minn 


2.4 
2.0 
3.2 
2.4 
7.7 


Frank  A  Plummer  135,615  659 

Andrew  B  Benedict  86,408  778 

C  Coleman  McGehee  112,504  727 

John  G  McCoy  242,608  383 

Donald  R  Grangaard  222,704  434 


,778 


5.55 
2.42 
2.67 
39.20 
3.44 


1.75 
none 
0.96 
5.00 
1.00 


23% 
17 

22% 
320 
37% 


New  York,  NY 
Beverly  Hills,  Cal 
Chicago,  III 
Raleigh,  NC 
Houston,  Tex 


1.0 
1.9 
8.2 
2.6 
3.6 


George  L  Shinn 
S  Mark  Taper 
A  Robert  Abboud 
Lewis  R  Holding 
James  A  Elkins  Jr 


401,644 
139,375 
245,810 
130,521 
204,965 


121 
647 
379 
675 
467 


,679 
,871 
,130 


2.59 
-0.93 
0.53 
3.34 
3.78 


1.00 
0.25 
0.36 
1.50 
1.15 


13% 
7% 
5 

22% 
43% 


Albany,  NY 
Buffalo,  NY 
Tampa,  Fla 
Honolulu,  Haw 
Dallas,  Tex 


2.5 
2.0 
1.8 
1.9 
4.1 


Victor  J  Riley  Jr  155,315  602 

Claude  F  Shuchter  100,000  755 

Chester  H  Ferguson  2,400  799 

John  D  Bellinger  234,853  407 

Robert  H  Stewart  III  377,920  156 


,666 
,858 
,980 
,754 
,056 
662 


3.26 
3.38 
4.60 
3.59 
5.98 
4.01 


1.18 
1.36 
1.70 
1.88 
2.50 
1.80 


28 

22% 

29% 

29% 

51% 

33% 


Louisville,  Ky 
Baltimore,  Md 
Denver,  Colo 
Boston,  Mass 
Kansas  City,  Mo 
Cincinnati,  Ohio 


1.9 
1.9 
2.3 
9.4 
1.6 
1.3 


A  Stevens  Miles 
J  Owen  Cole 
Bruce  D  Alexander 
Richard  D  Hill 
Barret  S  Heddens  Jr 
William  N  Liggett 


132,100 
98,744 
107,354 
185,122 
103,200 
147,640 


669 
761 
738 
521 
746 
625 


,372 
,844 
,948 
333 
,636 
049 


2.55 
3.00 
-1.32 
1.03 
1.72 
4.30 


1.16 
2.00 
1.00 
none 
1.32 
1.35 


20% 
24% 
19% 
8% 
16% 
41% 


Atlanta,  Ga 
Newark,  NJ 
Somerville,  Mass 
Oklahoma  City,  Okla 
Philadelphia,  Pa 
Salt  Lake  City,  Utah 


3.0 
2.6 
17.2 
1.1 
6.4 
3.7 


Thomas  R  Williams  139,637  645 

Robert  R  Ferguson  Jr  132,500  667 

Alan  L  Haberman  120,833  701 

Charles  A  Vose  69,580  795 

John  R  Bunting  210,000  456 

George  S  Eccles  122,218  698 


bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options. 
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The  Dimensions  of  American  Business: 


oster 


WHERE  THEY  RANK:  1976 


A 

Market  Value 

Market 

Net 

-  Assets 

Sales 

of  Common 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Comoanv  (and  fiscal  vear  end) 

($000) 

(£000) 

(£000) 

(£000) 

238 

■ 

■ 

■ 

First  Tennessee  National  Corp  (Dec) 

2,053,007 

158,071 

79,983 

8,731 

405 

■ 

■ 

■ 

First  Texas  Financial  (Dec) 

1,279,913 

102,732 

19,305 

2,876 

161 

■ 

■ 

■ 

First  Union  Bartcorporation  (Dec) 

2,797,781 

171.463 

144,743 

21,212 

198 

■ 

■ 

■ 

First  Union  Corp  (Dec) 

2,308,390 

176,202 

70,866 

7,859 

446 

■ 

■ 

■ 

First  United  Banccrcoration  (Dec) 

1  155  500 

71,593 

46,872 

7  952 

 :  

451 

■ 

■ 

■ 

First  Virginia  Bankshares  Corp  (Dec) 

1,150,208 

90,444 

74,716 

8,531 

98 

■ 

■ 

■ 

First  Wisconsin  Corp  (Dec) 

4,035,354 

250,384 

93,645 

12,737 

■ 

233 

■ 

■ 

Fisher  Foods  (Dec) 

296,889 

1,442,546 

73,874 

12,813 

322 

■ 

■ 

■ 

Flagship  Banks  (Dec) 

1,600,137 

118,475 

44,902 

-11,683 

■ 

180 

■ 

■ 

Fleminv  Comoanies  (Dec) 

185,247 

1  818  660 

101  869 

13,046 

■ 

444 

■ 

■ 

Flickinger  (July) 

91,305 

723,704 

32,889 

4,537 

316 

■ 

■ 

■ 

Florida  National  Banks  of  Florida  (Dec) 

1,628,233 

96,946 

116,719 

13,381 

321 

■ 

375 

307 

Florida  Power  (Dec) 

1,622,747 

551,439 

455,360 

59,262 

106 

289 

132 

134 

Florida  Power  &  Light  (Dec) 

3,865,993 

1,189,680 

1,106,381 

116,845 

■ 

187 

305 

278 

Fluor  (Oct) 

721,497 

1,801,761 

585,034 

64,880 

258 

142 

223 

225 

FMC  (Dec) 

1,919,553 

2,144,651 

782,408 

80,157 

■ 

123 

■ 

■ 

,  *Food  Fair  (July) 

434,342 

2,507,040 

41,406 

3,828 

22 

4 

17 

5 

Ford  Motor  (Dec) 

15,749,100 

28,839,600 

5,791,455 

983,100 

■ 

119 

■ 

488 

Foremost-McKesson  (Mar) 

857,640 

2,552,929 

180,126 

33,855 

■ 

■ 

351 

426 

Fort  Howard  Paner  (Dec) 

214,524 

231,768 

493,006 

41,311 

■ 

332 

■ 

■ 

Foster  Wheeler  (Dec) 

476,100 

1,061,724 

168,044 

20,548 

248 

■ 

353 

387 

Franklin  Life  Insurance  (Dec) 

1,976,762 

366,479 

490,969 

46,420 

■ 

■ 

373 

367 

Freeport  Minerals  (Dec) 

462,172 

308,812 

456,926 

48,539 

497 

■ 

■ 

■ 

FrostBank  Corp  (Dec) 

997,133 

62,205 

40,816 

4,528 

481 

229 

472 

371 

Fm*hfluf  (Dfi£) 

1  048  326 

1  473  344 

330,754 

48,293 

■ 

334 

■ 

■ 

GAF  (Dec) 

765,473 

1,060,507 

177,072 

19,700 

■ 

210 

■ 

■ 

Gamble-Skogmo  (Jan) 

765,887 

1,590,372 

102,258 

18,270 

■ 

■ 

193 

376 

Gannett  (Dec) 

376,956 

413,264 

875,370 

48,010 

■ 

■ 

447 

■ 

Gardner-Denver  (Dec) 

416,240 

443,274 

355,142 

19,937 

211 

413 

409 

492 

ttGATX  (Dec) 

2  210  334 

809,156 

406,504 

33,214 

■ 

■ 

399 

■ 

General  American  Oil  Co  of  Texas  (June) 

328,082 

108,658 

421,278 

21,285 

360 

118 

308 

178 

General  Dynamics  (Dec) 

1,457,190 

2,553,481 

583,833 

99,578 

28 

11 

6 

7 

General  Electric  (Dec) 

12,049,700 

15,697,300 

12,605,793 

AAA  fT\f\ 

930,600 

244 

59 

93 

89 

General  Foods  (Mar) 

2,012,932 

3,978,294 

1,507,418 

150,428 

■ 

474 

■ 

■ 

General  Host  (Dec) 

187,130 

651,994 

20,188 

—14,605 

393 

112 

82 

176 

General  Mills  (May) 

1,328,196 

2,644,952 

1,701,219 

100,538 

10 

2 

4 

2 

General  Motors  (Dec) 

24,342,797 

47,180,972 

22,468,035 

2,902,804 

100 

330 

137 

125 

General  Public  Utilities  (Dec) 

3,954,649 

1,068,753 

1,077,629 

121,197 

312 

480 

142 

288 

General  Reinsurance  (Dec) 

1,648,028 

640,569 

1,045,440 

62,482 

■ 

■ 

406 

■ 

General  Signal  (Dec) 

412,078 

616,644 

411,353 

31,332 

24 

24 

31 

20 

General  Telephone  &  Electronics  (Dec) 

13,600,794 

6,750,898 

4,137,024 

453,233 

334 

155 

316 

166 

General  Tire  &  Rubber  (Nov) 

1,541,972 

2,022,545 

566,898 

104,690 

■ 

301 

■ 

■ 

Genesco  (July) 

488,303 

1,135,099 

68,789 

15,930 

■ 

397 

273 

452 

Genuine  Parts  (Dec) 

305,300 

846,193 

656,588 

37,763 

173 

89 

37 

55 

Georgia-Pacific  (Dec) 

2,584,000 

3,038,000 

3,786,529 

215,300 

115 

88 

40 

45 

Getty  Oil  (Dec) 

3,628,865 

3,058,670 

3,655,745 

258,475 

■ 

381 

■ 

■ 

Giant  Food  (Feb) 

186,000 

895,334 

58,362 

10,625 

■  Not  on  5G0  list. 

All  per-share  data  adjusted  tor  stock  splits  and  stock  dividends  through  May  15,  1977 
tt  Figures  include  unconsolidated  subsidiaries. 


4)  Formerly  Food  Fair  Stores. 
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|>ster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1976 


ash 
low 
900) 


Earnings 

Before  Market 

Extraordinary  Price 

Items     Dividends  (Dec.  31) 


13,591 

0.98 

0.44 

9 

Memphis,  Tenn 

3.4 

Ronald  A  Terry 

120,454 

702 

4,232 

1.84 

0.40 

12% 

Dallas,  Tex 

0.7 

#  Frank  A  Hoke 

113,063 

725 

!4,509 

4.62 

1.76 

31% 

St  Louis,  Mo 

2.6 

Edwin  S  Jones 

176,282 

548 

1,523 

1.29 

0.92 

11% 

Charlotte,  NC 

3.7 

C  Clifford  Cameron 

116,050 

717 

9,672 

2.63 

0.60 

15% 

Fort  Worth,  Tex 

1.1 

Paul  W  Mason 

121,000 

700 

2,285 

0.81 

0.45 

7% 

Falls  Church,  Va 

2.3 

Ralph  A  Beeton 

127,000 

685 

8,845 

3.06 

1.76 

22% 

Milwaukee,  Wise 

4.3 

George  F  Kasten 

149,888 

618 

7,654 

2.04 

0.40 

11% 

Bedford  Heights,  Ohio 

22.0 

John  Fazio 

250,000 

367 

8,896 

-1.69 

0.18 

6% 

Miami  Beach,  Fla 

2.7 

Philip  F  Searle 

140,000 

642 

9,319 

2.10 

0.80 

16% 

Oklahoma  City,  Okla 

7.2 

Richard  D  Harrison 

226,552 

426 

Number  of 
Corporate  Employees 
Headquarters  (000) 


Chief  Executive 


His  Total  Rank 
Remuneration^  Among  798 
($)  Others 


7,915 
5,362 
0,702 
6.541 
6,647 


1.98 
1.36 
3.21 
2.39 
3.88 


0.50 
0.32 
2.15 
1.56 
0.70 


14% 

11% 
32 
27% 
38i/4 


Buffalo,  NY 
Jacksonville,  Fla 
St  Petersburg,  Fla 
Miami,  Fla 
Los  Angeles,  Cal 


6.0 
2.4 
3.4 
9.9 
16.3 


Robert  F  Norris 
John  H  Manry  Jr 
Andrew  H  Hines  Jr 
Marshall  McDonald 
J  Robert  Fluor 


228,974 
87,060 
98,282 
251,067 
542,626 


418 

777 
764 
365 
34 


2.36 
0.51 
10.45 
2.58 
3.06 


1.00 
0.20 
2.80 
0.94 
0.62 


24% 
5% 
61% 
15% 
36% 


Chicago,  III 
Philadelphia,  Pa 
Dearborn,  Mich 
San  Francisco,  Cal 
Green  Bay,  Wise 


40.2 
35.0 
443.9 
16.9 
2.8 


Robert  H  Malott 
Jack  M  Friedland 
Henry  Ford  II 
William  W  Morison 
Paul  J  Schierl 


435,553 
100,000 
988,000 
267,290 
152,159 


92 
755 
2 

331 
609 


,969 


2.59 
2.21 
3.13 
2.28 
4.05 


0.65 
0.90 
1.60 
0.50 
1.80 


20% 
23% 
29% 
20% 
27% 


Livingston,  NJ 
Springfield,  III 
New  York,  NY 
San  Antonio,  Tex 
Detroit,  Mich 


16.7 
1.3 
3.8 
1.3 

27.0 


Frank  A  Lee 
William  J  Alley 

Paul  W  Douglas 
Tom  C  Frost  Jr 

Robert  D  Rowan 


343,096 
94,570 

211,250 
80,973 

400,000 


213 
767 
454 
785 
123 


1.21 
3.87 
2.22 
1.05 
2.60 


0.58 
1.40 
0.76 
0.76 
1.80 


13% 

23 

40% 

18% 

34 


New  York,  NY 
Minneapolis,  Minn 
Rochester,  NY 
Dallas,  Tex 
Chicago,  III 


20.5 
18.1 
13.5 
11.5 
9.9 


Jesse  Werner  242,000  384 

Bertin  C  Gamble  175,000s  550 

Allen  H  Neuharth  288,792  287 

Lynn  L  Leigh  165,787  572 

Thomas  M  Thompson  254,608  356 


3.10 
9.11 
4.12 
3.02 
-8.97 


0.87 
none 
1.65 
1.50 
0.60 


61% 
533/4 
55% 
301/4 
12% 


Dallas,  Tex 
St  Louis,  Mo 
Fairfield,  Conn 
White  Plains,  NY 
New  York,  NY 


1.5 
71.6 
380.0 
47.0 
10.4 


Algur  H  Meadows 
David  S  Lewis 
Reginald  H  Jones 
James  L  Ferguson 
Harris  J  Ashton 


NA 
448,939 
620,000 
424,140 
220,482 


82 
23 
105 
437 


,410 
,189 
,601 
,900 


2.04 
10.08 

2.20 
11.48 

4.00 

3.29 


0.72 
5.55 
1.68 
0.40 
0.84 
1.85 


34% 
78% 
19% 
192 
52% 
31% 


Minneapolis,  Minn 
Detroit,  Mich 
New  York,  NY 
Greenwich,  Conn 
Stamford,  Conn 
Stamford,  Conn 


51.8 
748.4 

10.4 
0.8 

14.6 
194.2 


E  Robert  Kinney 
Thomas  A  Murphy 
William  G  Kuhns 
Harold  J  Hudson  Jr 
Nathan  R  Owen 
Theodore  F  Brophy 


358,153 
966,250 
206,125 
239,078 
298,061 
295,000 


187 
4 

464 

398 
272 
274 


;,249 
,873 
,240 
i,700 
,526 
,055 


4.68 
1.00 
2.16 
2.17 
13.81 
3.21 


1.08 
none 
0.73 
0.72 
2.50 
1.15 


25% 
5% 
37% 
37% 
196% 
17% 


Akron,  Ohio 
Nashville,  Tenn 
Atlanta,  Ga 
Portland,  Ore 
Los  Angeles,  Cal 
Washington,  DC 


40.1 
46.3 
10.0 
34.2 
12.2 
12.1 


Michael  G  O'Neil  255,059  353 

#  Franklin  M  Jarman  180,000  540 

Wilton  D  Looney  180,000  540 

Robert  E  Flowerree  248,790  373 

Harold  E  Berg  389,719  140 

Joseph  B  Danzansky  184,480  526 


bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options. 


NA  Less  than  $40,000;  exact  amount  not  available. 

•  For  year  ended  1/31/76. 

#  New  CEO  in  1977. 
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The  Dimensions  of  American  Busine?  ^ 


WHERE  THEY  RANK:  1976 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Net  Profit 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000)  i 

209 

■ 

■ 

■ 

Gibraltar  Financial  Corp  of  California  (Dec) 

2,242,094 

170,417 

88,581 

16.7781 

474 

224 

206 

231 

Gillette  (Dec) 

1,070,874 

1,491,506 

838,815 

77,557 

124 

■ 

■ 

■ 

Girard  (Dec) 

3,495,095 

245,020 

108,416 

8,894 

224 

■ 

■ 

■ 

Golden  West  Financial  (Dec) 

2,129,309 

172,004 

86,439 

21,346 

329 

158 

418 

■ 

B  F  Goodrich  (Dec) 

1,567,808 

1,995,951 

391,004 

15,793 

85 

33 

81 

122 

Goodyear  Tire  ft  Rubber  (Dec) 

4,336,125 

5,791,494 

1,704,656 

121,967 

475 

278 

263 

271 

Gould  (Dec) 

1,069,387 

1,225,433 

684,900 

66,042 

■ 

494 

■ 

■ 

Government  Employees  Insurance  (Dec) 

911,829 

623,111 

126,376 

-26,370 

165 

66 

135 

111 

W  R  Grace  (Dec) 

2,755,862 

3,615,153 

1,079,998 

131,882 

■ 

■ 

398 

■ 

W  W  Grainger  (Dec) 

212,716 

398,853 

421,350 

26,066 

■ 

205 

■ 

■ 

Grand  Union  (Mar) 

311,509 

1,611,195 

105,503 

11,687 

■ 

25 

448 

■ 

Great  Atlantic  ft  Pacific  Tea  (Feb) 

989,277 

6,537,897 

354,626 

2,514 

■ 

399 

342 

313 

Great  Northern  Nekoosa  (Dec) 

754,006 

844,590 

509,623 

58,264 

59 

■ 

451 

361 

Great  Western  Financial  (Dec) 

6,302,399 

477,123 

350,385 

49,225 

354 

64 

272 

232 

Greyhound  (Dec) 

1,472,554 

3,727,306 

657,690 

77,081 

■ 

223 

■ 

■ 

Grumman  (Dec) 

551,221 

1,502,058 

139,514 

27,154 

126 

75 

194 

61 

Gulf  ft  Western  Industries  (July) 

3,480,304 

3,395,596 

872,770 

200,169 

25 

9 

18 

11 

Gulf  Oil  (Dec) 

13,449,000 

16,451,000 

5,626,698 

816,000 

323 

■ 

363 

322 

Gulf  States  Utilities  (Dec) 

1,599,085 

447,739 

471,932 

56,411 

426 

■ 

■ 

■ 

5Gulf  United  (Dec) 

1,194,532 

334,687 

245,880 

21,249 

175 

49 

36 

36 

Halliburton  (Dec) 

2,553,139 

4,866,294 

3,814,306 

305,480 

■ 

462 

■ 

■ 

Hammermill  Paper  (Dec) 

490,305 

689,939 

193,726 

22,787 

■ 

■ 

359 

334 

Hanna  Mining  (Dec) 

441,467 

363,535 

478,602 

53,757 

78 

■ 

■ 

■ 

Harris  Bankcorp  (Dec) 

4,907,202 

296,159 

241,832 

31,844 

■ 

■ 

437 

■ 

Harris  Corp  (June) 

441,057 

513,883 

365,328 

26,838 

■ 

■ 

■ 

451 

Harsco  (Dec) 

380,912 

593,412 

245,224 

37,900 

252 

■ 

■ 

■ 

Hartford  National  (Dec) 

1,948,035 

128,296 

37,787 

4,089 

397 

■ 

■ 

■ 

Hawaii  Bancorporation  (Dec) 

1,314,896 

94,364 

92,148 

10,784 

442 

170 

233 

243 

H  J  Heinz  (Apr) 

1,168,183 

1,882,359 

764,834 

73,960 

101 

■ 

■ 

■ 

Walter  E  Heller  International  (Dec) 

3,931,402 

343,078 

256,455 

27,808 

369 

207 

122 

154 

Hercules  (Dec) 

1,430,282 

1,595,956 

1,186,724 

106,801 

■ 

■ 

■ 

407 

Hershey  Foods  (Dec) 

321,746 

584,264 

291,412 

43,205 

■ 

265 

188 

246 

Heublein  (June) 

824,102 

1,282,542 

884,599 

73,093 

■ 

309 

52 

197 

Hewlett-Packard  (Oct) 

933,336 

1,111,648 

2,444,396 

90,841 

■ 

360 

422 

440 

Holiday  Inns  (Dec) 

935,799 

965,626 

387,988 

39,265 

■ 

■ 

UAinncta Ira  Minincv  /["tort 

nuificdUiiic  mining  \uci/ 

ICC  ??q 

127,067 

419,284 

21,878 

214 

124 

149 

161 

Honeywell  (Dec) 

2,203,728 

2,495,295 

1,022,089 

105,259 

■ 

321 

■ 

■ 

George  A  Hormel  (Oct) 

228,585 

1,094,832 

121,276 

14,717 

494 

■ 

■ 

■ 

Hospital  Trust  Corp  (Dec) 

1,001,925 

73,470 

49,000 

6,064 

97 

73 

171 

109 

ttHousehold  Finance  (Dec) 

4,038,139 

3,478,626 

956,815 

133,954 

204 

401 

201 

160 

'Houston  Industries  (Dec) 

2,289,982 

841,616 

849,376 

105,314 

■ 

306 

124 

190 

Houston  Natural  Gas  (July) 

902,933 

1,120,758 

1,177,481 

94,761 

■ 

■ 

189 

444 

Houston  Oil  ft  Minerals  (Dec) 

367,950 

125,198 

882,063 

38,385 

■ 

■ 

400 

438 

Hughes  Tool  (Dec) 

430,491 

383,401 

420,878 

39,697 

306 

■ 

■ 

■ 

Huntington  Bancshares  (Dec) 

1,700,698 

116.772 

67,973 

11,617 

186 

193 

■ 

298 

IC  Industries  (Dec) 

2,353.019 

1,688,532 

291,703 

60,833 

435 

■ 

■ 

■ 

Idaho  First  National  Bank  (Dec) 

1,177,661 

84,760 

100,775 

12,422 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 
ft  Figures  include  unconsolidated  subsidiaries. 


5)  Formerly  Gulf  Life  Holding  Co. 

6)  Formerly  Houston  Lighting  ft  Power. 
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poster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1976 


Earnings 

Before  Market 

Extraordinary  Price 

Items     Dividends  (Dec.  31) 


Corporate 
Headquarters 


Number  of 
Employees 
(000) 


Chief  Executive 


His  Total  Rank 
Remuneration i   Among  798 
($)  Others 


1.86 
2.58 
3.61 
4.18 
0.95 


0.10 
1.50 
3.24 
none 
1.12 


9% 
27% 
44 
18% 
26% 


Beverly  Hills,  Cal 
Boston,  Mass 

Bala  Cynwyd,  Pa 
Oakland,  Cal 
Akron,  Ohio 


0.9 
35.2 
3.4 
1.1 
39.2 


Herbert  J  Young  132,217  668 

Colman  M  Mockler  Jr  247,669  376 

William  B  Eagleson  Jr  162,017  585 

Herbert  M  Sandler  137,283  651 

0  Pendleton  Thomas  363,912  177 


39,257 
94,126 
22,959 
366 
31,277 


1.69 
3.31 
-1.52 
3.55 
1.86 


1.10 
0.95 
none 
1.70 
0.35 


233/4 
30 

7% 

29% 
30 


Akron,  Ohio 
Rolling  Meadows,  III 
Washington,  DC 
New  York,  NY 
Chicago,  III 


151.3 
35.0 

6.1 
59.7 

4.2 


Charles  J  Pilliod  Jr 
William  T  Ylvisaker 
John  J  Byrne 
J  Peter  Grace 
David  W  Grainger 


394,662 
380,001 
150,000 
443,500 
164,425 


134 
152 
615 
85 
577 


1.87 
0.10 
3.80 
3.30 
1.76 


0.90 
none 
1.00 
0.50 
1.09 


16% 
14% 

323/4 

23% 
15 


Elmwood  Park,  NJ 
Montvale,  NJ 
Stamford,  Conn 
Beverly  Hills,  Cal 
Phoenix,  Ariz 


21.2 
92.9 
12.6 
1.8 

52.0 


James  Wood 
Jonathan  L  Scott 
Samuel  A  Casey 
Stuart  Davis 
Gerald  H  Trautman 


152,885 
380,617 
338,000 
189,646 
410,030 


606 
150 
223 
507 
114 


7,000 
0,128 
3,350 


3.51 
4.26 
4.19 
1.54 
0.99 


0.70 
0.50 
1.73 
1.12 
0.57 


17% 
18V* 
28% 
14% 
11% 


Bethpage,  NY 
New  York,  NY 
Pittsburgh,  Pa 
Beaumont,  Tex 
Jacksonville,  Fla 


28.0 
110.0 
53.3 
3.0 
6.0 


John  C  Bierwirth 
Charles  G  Bluhdorn 
Jerry  McAfee 
Floyd  R  Smith 
E  Grant  Fitts 


220,208 
604,814 
509,700 
131,810 
370,000 


438 
27 
46 
672 
169 


8,409 
1,495 
3,598 
6,306 
2,038 


5.22 
3.03 
6.08 
5.08 
2.21 


0.80 
1.23 
1.65 
1.50 
0.73 


65% 

25% 

54 

38 

29% 


Dallas,  Tex 
Erie,  Pa 
Cleveland,  Ohio 

Chicago,  III 
Cleveland,  Ohio 


83.9 
10.8 
3.8 
3.3 
13.1 


John  P  Harbin 
Albert  F  Duval 
James  N  Purse 
William  F  Murray 
Richard  B  Tullis 


514,650 
180,196 
241,136 
307,363 
339,351 


42 
537 
389 
259 
220 


2,826 
5,660 
2,734 
1,860 
T3.493 


4.01 
1.46 
1.64 
3.21 
2.39 


1.22 
1.20 
0.80 
0.94 
0.88 


25% 
13% 
14 

33% 
22% 


Wormleysburg,  Pa 
Hartford,  Conn 
Honolulu,  Haw 
Pittsburgh,  Pa 
Chicago,  III 


13.3 
2.6 
2.2 

33.6 
4.7 


Joseph  T  Simpson 
Robert  L  Newell 
Wilson  P  Cannon 
R  Burt  Gookin 
Franklin  A  Cole 


191,667 
102,800 
113,000 
624,460 
188,174 


498 
748 
726 
21 
515 


2.44 
3.32 
3.39 
3.24 
1.28 


0.85 
1.03 
1.20 
0.30 
0.39 


28 

22% 

413/4 

87% 

13% 


Wilmington,  Del 
Hershey,  Pa 
Farmington,  Conn 
Palo  Alto,  Cal 
Memphis,  Tenn 


24.0 
7.1 
24.9 

32.2 
38.2 


Werner  C  Brown 
William  E  C  Dearden 
Hicks  B  WaWron 
William  R  Hewlett 
Kemmons  Wilson 


338,345 
192,322 
456,965 
251,725 
144,596 


221 
497 
76 
364 
634 


,721 
,195 
,414 
,406 
,486 
,115 


1.93 
5.12 
3.06 
3.03 
2.87 
4.01 


1.00 
1.50 
1.00 
1.92 
1.13 
1.61 


37 

48% 
25V4 
24% 
21% 

313/4 


San  Francisco,  Cal 
Minneapolis,  Minn 
Austin,  Minn 
Providence,  Rl 
Chicago,  III 
Houston,  Tex 


2.1 
70.8 

8.6 

1.6 
62.0 

5.9 


Paul  C  Henshaw  131,472  673 

Edson  W  Spencer  399,500  124 

Ira  J  Holton  240,900  390 

Henry  S  Woodbridge  Jr  99,011  760 

Gilbert  R  Ellis  343,570  212 

John  G  Reese  151,917  611 


,262 
1,758 
1,011 
,690 


2.74 
2.14 
2.98 
4.53 
3.58 
4.67 


0.58 
0.50 
0.43 
1.70 
1.33 
1.20 


34% 
47% 

39% 
26% 
22% 
37% 


Houston,  Tex 
Houston,  Tex 
Houston,  Tex 
Columbus,  Ohio 
Chicago,  III 
Boise,  Ida 


7.3 
0.5 
8.8 
2.3 
41.2 
1.8 


Robert  R  Herring  270,250  323 

J  C  Walter  Jr  148,722  623 

Raymond  M  Holliday  394,845  133 

Arthur  D  Herrmann  136,942  653 

William  B  Johnson  430,500  96 

Thomas  C  Frye  125,333  689 


,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options. 


19?; 


FORBES,  MAY  15,  1977 


221 


The  Dimensions  of  American  Busine 


WHERE  THEY  RANK:  1976 


Market  Value 


Eur 


Market 

Net 

Assets 

bales 

of  Common 

Net  Proir 

m  tin* 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

.  ($000) 

($000) 

($000) 

($000) 

MO  tl! 

?Q? 

304 

OUH 

IIHfiak  Pownr  /Di*ri 
iiiiiiuio  r  unci  \i/cv/ 

1  SOfi  104 

461,661 

fi17  RfiR 

Ol/  ,JUO 

59  785 

HV 

JJ 

lllirmtc  YaaI  vVArkc  f  ripr\ 

1QQ  S04 

?C11  30R 

337  41  ? 

00  1  ,H  Lt- 

?n  so? 

411(1  1 

■03 

4?9 

impend!  w»rp  or  nmerica  i,uecj 

4  273  124 

335  R7? 

??3  R30 

40  7?4 

HU,  /  t.H 

n  lCfl  2 

133 

21 1 
til 

INA  (Dec) 

7  lfil  69? 

?  93? 180 

1  0Q4  4"i? 

85  833 

264 

■ 

■ 

Indiana  National  Corp  (Dec) 

1,902,910 

138,925 

53,148 

626 

3,716  » 

pj 

■ 

47? 

H  / L 

Inrfianannlfc  Prtwpr  JL  1  iofht  (t\fii*\ 

8?1  ?fi7 

Oil  1  ,  L  U  / 

IQfi  4R0 

?RQ  'ififi 

UNp  JOO 

35  435 

?1  ? 

Lit 

■ 

pj 

Induct  rial  IMntinnnl  Print  /t)pf*\ 
IliUUMIIal  naUvIIai  Vvl|l  \uct/ 

?  ?07  Q70 

1R3 1?R 

QR  1R3 

jo,  100 

13  RQQ 

15,31*  ' 

419 

■ 

IB 

■ 

9nrlii«t  rial  Vatlpv  Rank  &  Trncf  /DptI 

1  ?9Q 

QO  R41 

J  J, OH  1 

4Q  1  ?R 

Q  lie 
3,1/3 

(1 MC  i 

294 

163 

99 

152 

IrifTPr^All-Ranrt  fripr\ 

IllgCIoUII  naiiu  \I/C!v/ 

1  744  818 

1,921,611 

1  430  3^1 

1  ,tJUtJJ  1 

106  R87 

233 

129 

150 

168 

Inland  Steel  (Dec) 

2,068,876 

2,388,217 

1,020,095 

104,045 

■9  '■ 

■ 

302 

■j 

Intpl  /npr\ 

1  JO,  JOO 

??ci  Q7Q 

J  JO,  J  /  L 

25  214 

Wl  1 

214 

282 

£.JO 

Inform  /FpH) 

77R  03R 
/  /  0,000 

1  fififi  43? 

R4?  ??R 

76  759 

■ 

452 

■ 

450 

HUU 

Intprtakp  f[W\ 

IHLClldnC  \MCv; 

R?fi  1R1 

70R  R7fi 
/  uo,o  /  0 

???  7fi3 

LCC  1  OO 

37  905 

CO  oct 

58.863 

19 

10 

4 

Intprnatinn al  Rn<ktnA«£  Marhinp^  /Dap) 

IIIICI  IlallUllal  JUoiHCij  lrtal>HIIIC3  ^uct/ 

17  7?3  3?6 

11,'  lj ,Ol<j 

16  304  333 

4?  06?  74? 

2  398  093 

■ 

■ 

212 

455 

International  Flavors  &  Fragrances  (Dec) 

277,312 

274,210 

810,881 

37,609 

41,521 

120 

37 

175 

69 

■  ntprnatinrtal  Harvpctpf  fftct) 
unci iiaiiviiai  fiaivcatci 

3  S74  83? 

5  488  123 

941,523 

174,088 

£4,171 
Pi 

413 

271 

251 

107 

Intprnatinnal  Minprafc  ft  Phpmira!  /limp) 
I  Mlci  itdlllHidl  mtflcidio  o*  vtlcilslvdi  \JUIIC; 

i  ?ar  Qnn 

1  ?60  000 

710  206 

135  400 

■ 

396 

■ 

■ 

Ipfprnatinnaf  Miiltifnnrfe  fFph\ 

In  LCI  !•«  llUIltll  ITIUIlIIUUUo  \i  cu; 

317,334 

847  030 

146  338 

19,960 

26,250 

114 

68 

43 

47 

Intprnatinnal  Panpr  /nprt 

3  639  600 

0,00?,  000 

3  540  600 

3  216  ?56 

253,600 

MO 

20 

13 

45 

17 

tfinternational  Telephone  &  Telegraph  (Dec) 

17,549,143 

14,601,924 

3,190,890 

468,166 

101,018 

266 

a 

■ 

IUVcMUIa  l/IVCI5lllCU  OCIVILCS  \UCv/ 

1  8RR  4?1 

385  159 

131,948 

26,647 

33,311 

■ 

151 

% 

g 

Innia  Roof  Pmrpecnrc  /Art\ 

lUWd  DCCl  rlULCS&Uld  \UHJ 

?c>3  437 

?  077  158 

92,832 

28,778 

36,525 

184 

1fi7 

HI  J 

Hit 

III  Intprnatinnal  inpr) 
■U  llllclliduuiidi  \uc%tf 

9  3Qfi  "ilR 

1  89?  455 

351  358 

42.445 

26,706 

208 

■ 

225 

266 

Ipffprsnn-Pilot  [Dec) 

JCIICIOUII   I  IIV*  \l/vV/ 

2,267,714 

542,319 

777,161 

67,927 

65,625 

■ 

92 

■ 

469 

Jewel  Companies  (Jan) 

811,700 

2,981,429 

275,446 

36,165 

15,565 

375 

?74 

£./ H 

lim  Waltpr  IA110) 

1  40fi  389 

1,234,778 

558  001 

70,981 

05,128 

427 

?fil 
£.0  1 

ito 

00  / 

Inhnc.Manuillp  iPiPr) 

1  1 RR  ?00 

1  313  884 

717,604 

53,417 

55,613 

?QR 

?Q 

Inhncnn  fi.  Inhrtcriri  /HorA 

junnaun  «  JUfiiibun  \ucl; 

1  730  71Q 
X,/ OU,/  19 

?  5??  510 

4  543  656 

205,376 

82,518 

4RR 
too 

G 1H 

ian 

OOU 

Inu  Mantifartisrinrr  /Cont\ 
JOj  mdflUlduillf Illg  \^cpi/ 

4RS  010 

630  509 

567,592 

47,601 

58,788 

217 

176 

246 

395 

Kaiser  Aluminum  &  Chemical  (Dec) 

2,180,900 

1,851,900 

719,242 

44,500 

03,000 

368 

343 

31  7 
01  / 

^IfaicAr  InriiictriAC  <fHpr\ 

1  431  872 

1  015  871 

430,275 

56,714 

00,885 

4fi1 

HOI 

<jj 

Ann 

Ifaicor  Ctaal  /rtfir\ 
naloci  alccl  \l/cC/ 

R?*;  0fi4 

689  954 

225,234 

43,635 

75,053 

■ 

415 
HI  J 

■1 

■ 

l(ano  MilSor  /PJor^ 

?03  1R? 

799  948 

36,550 

7,029 

15,(76 

a 

1 1 A 
ll*t 

KaMnaa  /Pipr\ 

7fi>i  4^3 

1  385  446 

2,105,550 

130,389 

55,705 

485 

473 

Kamnar  Pnrn  /nai**\ 
riclllpcl  vUI|l  \UcU/ 

1  0?4  ROQ 

660  197 

179,330 

30,955 

32,575 

199 

364 

178 

■ 

Kennecott  Copper  (Dec) 

2,307,554 

956,265 

919,025 

8,803 

55,341 

319 

i  K1 

10  1 

7Q 

tCtirr. Mir  flat*  (n&r\ 

i  .  Oil.  J,  Jo  0 

1  955  058 

1,767,494 

134,132 

03,327 

A7R 
H/o 

A 1 A 

Kewanee  Industries  (Dec) 

3RQ  00R 

A?Q  Q9Q 

326  406 

35,398 

53,553 

■ 

CIO 

ODO 

Waltpr  Kirlrfp  /npr) 
VTdiicl  IXIUUc  \UcL/ 

RfiQ  403 

OO  JjtUJ 

1  233  017 

282,492 

48,493 

65,804 

362 

147 
1H/ 

1  9A 

Kimhprlu.PIarlr  /Dpr^ 

1  45?  384 

1  585  302 

1,026,652 

121,329 

67,665 

■ 

469 

?9R 

OHH 

ICnirfht  Q\f\Acr  Nowinanorc  /npp^ 

nntgni'niuucf  ncwopdpcid  \w\rj 

516  679 

677,518 

603,716 

52,315 

68,12/ 

■ 

290 

278 

269 

Hoppers  (Dec) 

763,357 

1,189,233 

643,227 

bb,o41 

02,758 

278 

48 

110 

106 

8Kraft  (Dec) 

1,821,854 

4,976,643 

1,292,700 

135,650 

33,471 

153 

18 

26 

43 

9S  S  Kresge  (Jan) 

2,865,572 

8,483,603 

4,939,104 

266,574 

172,451 

417 

32 

482 

370 

Kroger  (Dec) 

1,233,823 

6,091,149 

322,480 

48,331 

35,536 

467 

■ 

■ 

■ 

Landmark  Banking  Corp  of  Florida  (Dec) 

1,089,465 

73,759 

37,700 

3,737 

3,157 

■ 

460 

■ 

■ 

Lear  Siegler  (June) 

390,403 

694,307 

173,031 

25,412 

38,088 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 
ft  Figures  include  unconsolidated  subsidiaries. 


7)  Company  to  be  liquidated. 

8)  Formerly  Kraftco  Corp. 

9)  Name  to  be  changed  to  K  mart  Corp. 


bonus,  din 
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Is'ne>ster  of  the  U.S.'s  Biggest  Corporations 


PER  SHARE  DATA:  1976 

A  

Earnings 


ash 

Before 

Market 

Number  of 

His  Total 

Rank 

NelPtol 

low 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration^ 

■   IfiO 

Among  798 

Ml) 

000) 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

<$) 

Others 

53,785 

io  con 

9  A1 

L  41 

9  9n 

971/ 
£'72 

riafotiir  II 
UcCdlut,  III 

1  s 

0.3 

WpiiHpII  1  Kolleu 

fiRI 
001 

OA  7CK 

1  71 
l./l 

n  co 

975/ 

Chicago,  III 

7  n 

loo  ccn 

snR 

0U0 

40J24 

AO  1  fin 

9  QQ 

n  9A 
U./4 

1 K3/ 
107g 

Con  Hinrirt  Pot 

oan  uiego,  i>ai 

1  A 

1.4 

V  L  VISKaS 

i  Rn  nnn 

luU.UUl? 

SQ1 
091 

85,833 
626 

ry)  Arc 

O  71 
J./ 1 

o  in 

A71/ 

rmiaaeipnia,  ra 

90  R 
10. 0 

Palnh  C  Caul 
naipn  0  OaUl 

OQO  COA 
4100,001/ 

9QQ 

3,716 

0.13 

0.60 

10% 

Indianapolis,  Ind 

2.1 

Thomas  W  Binford 

82,333 

783 

35,435 

ZC  "7 1  Q 

O  CO 

1  00 

1.0/ 

9A1/ 

Indianapolis,  Ind 

9  1 

C.l 

idnC  b  I0QQ 

7fi  009 

7on 

13,895 

to  014 
10,014 

0  oo 

i  on 

1C1/ 

Providence,  Rl 

0  n 
o.u 

IaIim  1  Pi ■  m m inrrc  Ir 

jonn  j  ournmings  jt 

91  fl  osn 

44U 

9,175 

1 1  AOC 

A  Of\ 

i  on 

1.8U 

90 

Jenkintown,  Pa 

1  s 

1.0 

fiiciidiu  rv  fiavcns 

IfiS  An9 

S7A 
0/4 

106,881 

D.00 

O  fiQ 

Zoo 

7fi3/ 

VVOOQCIITT  LdKe,  IN  J 

AS  R 

40. 0 

William  1  Woariu 
nlllidili  L  ft Cdfiy 

AQ7  fiRO 
43/ ,000 

SA 
04 

1041 
— ■ 

32.979 

5.20 

2.50 

50'/, 

Chicago,  III 

34.5 

Frederick  6  Jaicks 

278,168 

310 

25,211 

1A  fiQ9 

O  07 

none 

Oanta  Plara  Pal 

7  1 
/  .0 

finnffln  F  Mnnr# 

1  qq  coo 

4RS 

400 

16,15! 

jo  A9R 

JO,  lifl 

S  A7 
3.4/ 

1  so 

1.39 

40'/4 

Cfr  1  f\i  lie  Mn 

44  7 

44./ 

William  L  Edwards  Jr 

loo  7«;n 

4Q3 

31,905 

i«  Rfifi 

fi  fil 
D.D1 

O  Ifi 
L.I  J 

0.73/ 

Oak  Rrnnk  Itl 
Wdr\  DIUUK,  111 

11  1 
11.0 

Rpvnnlri  C  MacDonald 

29S  38S 

273 

,398,09] 

1  S  OAS 

1  c  QH 

a  nn 

97Q1/. 

Armnnk  NV 
Ml  lllUllft,  11 1 

?9?  0 

Frank  T  Carw 

SOS  flon 

J  J  J,OJU 

?R 

31,60! 
— 

14,521 

1.03 

0.33 

22% 

New  York,  NY 

3.1 

Henry  G  Walter  Jr 

342,057 

217 

;a  1 71 

fi  no 

O.VC 

i  7n 

l./U 

00 

rfiiyQOfi    1 1 1 

unicdgu,  111 

97  fi 

Rmnkc  MrPnrmirk 

Dl  WR3  If  ItuUI  III IV n 

425  618 

lO1? 

100 

135,40) 
19,961 

ir  snn 

7  7fi 
/./3 

o  9n 
z.zu 

An  5/ 

LIPcI lyvlllr,  Ml 

Q  7 

Rirhard  A  I  *>nnn 
mciiaiu  n  Lciiuii 

fil  0  9RR 

44 

>r  9on 

O  fifi 

Z.30 

n  7R 
u./o 

iSf 

(VlirillcdpOllb,  IVIHIll 

7  9 

William  G  Phillins 

354  167 

196 

253,600 

;fi  Ann 

it  fin 

9  nn 

fiR7/ 

Wciaj  Vnrk  NV 
iicW  TOiK.  iMT 

S9  1 

1  Stanford  ^mith 

J  OldlilvlU  Olllllll 

669  572 

13 

468,101 

)1,018 

3.78 

1.60 

337s 

New  York,  NY 

375.0 

Harold  S  Geneen 

852,398 

6 

26,6(1 

13  312 

3  fit) 

O.  U  o 

0  20 

1RU 
lO  /4 

Miimpannlic  Minn 
IVI 1 1  M  icq  puiio,  ITIIIIII 

0.1 

Pharl^c  R  flr#m 
viiaiicd  n  vficuo 

?1S  fiS7 

i.1  J,UJ/ 

446 

^^0 

28,11! 
42,445 

16,520 

fi  17 

CI  /8 

n^knta  Pitv  Nph 

7  4 

1  Frikd  Haifflpr 
j  ricu  naigici 

162  107 

584 

u.oo 

117/. 
11 78 

r iiiidUcipiiid,  rd 

00.3 

Inhn  M  QoahrnnL 

AQ4  SSR 

S3 

61,921 

>9  fi?S 

L.OC 

fl  7ft 
u./  o 

1?1/ 

Ul  CClliUUf  U,  llv 

3.«7 

W  Rnopr  ^nlp^ 

167  000 

S69 

36,165 

9,565 

3.14 

1.25 

237s 

Chicago,  III 

35.1 

Donald  S  Perkins 

317,734 

248 

10,981 

IS  A9R 

■r.XU 

i  in 

0Q1/ 

o3  y8 

Tampa,  Fla 

90  Q 

|.mao  Uf  Uf«|#Ar 

james  w  fvaiier 

oon  OAQ 

1  oc 
100 

53,411 

J,01O 

1.03 

001/. 
oo/2 

Hanifar  P/\t/\ 

uenver,  ^010 

9A  R 

John  A  McKinney 

900  flfiO 
L  00,03  0 

Ann 

4Uo 

205,311 

19  Q1R 

>i.,0  AO 

3  RO 
0.30 

1  HR 

7R 

New  Brunswick,  NJ 

<;7  0 

James  E  Burke 

S7R  nn9 
0/3,  uu^ 

9Q 

47,601 

H  7RR 
>o,  /  oo 

3  QA 

0.3** 

1  1R 
1.13 

Afi3/ 

rluSDUIgn,  rd 

1 9  fi 

james  w  vyucock 

99fl  7fi1 

Aon 

4tU 

44,509 

13,000 

2.14 

1.20 

3678 

Oakland,  Cal 

25.0 

Cornell  C  Maier 

390,000 

137 

56,711 

0,889 

1.98 

IS 

OaklanH  Pat 

iq  n 

William  R  Rnpcrh 
rviiiidiii  n  nuvdvii 

AQ4  9S0* 

4  .74, £  JU 

fi7 
O/ 

43,BS 

9  099 

fi  Ofi 

i  sn 

0^74 

OaklanH  Pa! 

111 
11.1 

Wlliam  f?  pAAttrh 
tt iii^ in  n  nuestii 

ion  son* 

SOI 

001 

1,02! 

5,476 

1  85 

o  ?o 

10 

Ta  rrvtnuin  NV 
1  dl iy (UWIl.  Ii  1 

S  R 

0.0 

44-  Hanial  Kano 

ft-  i/diiici  ndiie 

790  R4S 

?RS 

1301 

5,705 

1.71 

1.00 

27  V. 

"  /8 

19  7 

Iap  F  1  Annino 

JUC  C  LUIIIIIIIg 

PRO  R4fi 

301 

38,951, 

2,975 

5.49 

n  on 

v.OU 

111/. 
01*/2 

1  nno  Pr/t\/a  Ml 
L-Jllg  UlUVc.  Ml 

in  n 

lamoc  Q  KflmnAf  Ir 
Jalllca  O  ricnipvi  Jl 

RS  SRR 

00,000 

7R0 
/  ou 

5,: 

9,347 

0.27 

0.60 

273/4 

New  York,  NY 

16.2 

Frank  R  Milliken 

364,687 

175 

134,131 

3,327 

5.19 

1.13 

6R3/. 

oo  /8 

Oklahoma  Pitv  Okla 

V/rVldl lUllld  V/llJ,  vnia 

11  4 

11.4 

ftp  an  A  Mrfipii 

1R1  7S0 

14R 

35,39! 
48,d 

3,553 

3.70 

0  63 

04*/8 

D r-u n  Mauur  Pa 
DCjII  mdWI,  rd 

s  s 

0.0 

larrtAC  T  Rnlan 
JdfllCd  1  DUldll 

fis  nnn 

7Q7 
/  j/ 

5  804 

4  49 

1  OS 

9R1/. 

Pliftnn  Nl 
OMIlUll,  liJ 

1R  R 
00.0 

FrA/l  D  Culliuan 
ricu  It  oUIHVdfl 

Am  snn 

1 99 

121,32! 

7,665 

5.21 

1  7S 

A./  -J 

44 

llcclldll.  ViloL 

97  fi 

44S  47? 
440,4/  c 

R3 
00 

8  127 



3.21 

o  fin 

v.OVJ 

3R3/„ 
0O78 

Miami  Pla 
iviidiiu,  ria 

1 7  R 
lO.o 

nivoii  n  vnspinan  ji 

1R1  fifi7 
101,00/ 

S39 
DoC 

O  7O0. 

Z,/9o 

2.6/ 

0.80 

257s 

Pittsburgh,  Pa 

17.9 

Fletcher  L  Byrom 

434,949 

93 

135.6S 

3,471 

4.86 

2.12 

46% 

Glenview,  III 

47.7 

William  0  Beers 

474,206 

62 

266,511 

2,451 

2.15 

0.30 

403/4 

Troy,  Mich 

191.0 

Robert  E  Dewar 

350,000 

204 

481 

9,936 

3.58 

1.38 

2378 

Cincinnati,  Ohio 

85.0 

James  P  Herring 

303,028 

267 

3,11 

5,157 

0.52 

0.42 

5V« 

Fort  Lauderdale,  Fla 

1.4 

Fred  R  Millsaps 

130,388 

676 

25,41! 

8,088 

1.75 

0.41 

14% 

Santa  Monica,  Cal 

16.8 

Robert  T  Campion 

310,000 

257 

11  y,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  *  Amount  shown  for  Kaiser  Steel  is  included  in  amount  shown  for  Kaiser  Industries. 

#  Stanley  B  Kane,  co-Chief  Executive  in  1976,  became  sole  CEO  in  1977. 
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The  Dimensions  of  American  Busine 


WHERE  THEY  RANK:  1976 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Net  Profits 

foil  9 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

01 

■ 

280 

301 

164 

Levi  Strauss  (Nov) 

664,422 

1,219,741 

598,328 

104,820  I 

15,025 

■ 

388 

408 

308 

Libbey-Owens-Ford  (Dec) 

626,222 

871,505 

410,116 

58,864 

91.639 

454 

■ 

■ 

■ 

Liberty  National  Corp  (Dec) 

1,128,657 

55,462 

27,258 

4,933 

5,539 

330 

■ 

348 

375 

Liberty  National  Life  Insurance  (Dec) 

1,566,217 

314,044 

495,986 

48,118 

49,982 

■ 

445 

■ 

468 

Liggett  Group  (Dec) 

679,520 

721,392 

274,164 

36,203  j 

51,523 

327 

258 

42 

60 

Eli  Lilly  (Dec) 

1,583,370 

1,340,588 

3,292,316 

 —  

200,171  j 

m 

158 

■ 

■ 

■ 

Lincoln  First  Banks  (Dec) 

2,806,484 

196,251 

77,208 

11,966 

18,111 

67 

195 

231 

191 

Lincoln  National  Corp  (Dec) 

5.347,038 

1,680,672 

769,008 

93,456 

02.156 

235 

78 

346 

■ 

Litton  Industries  (July) 

2,057,054 

3,354,552 

497,286 

11,817 

8,770 

326 

81 

■ 

441 

Lockheed  Aircraft  (Dec) 

1,585,900 

3,202,700 

105,071 

38,700 

28,200 

61 

108 

371 

256 

Loews  (Dec) 

6,225,475 

2,710,044 

463,864 

70,125 

91,477 

■ 

446 

■ 

■ 

Lone  Star  Industries  (Dec) 

600,309 

718,948 

244,990 

27,228 

50,745 

213 

443 

258 

143 

Long  Island  Lighting  (Dec) 

2,207,721 

724,589 

686,912 

111,569 

54,1 

■ 

■ 

445 

■ 

Longs  Drug  Stores  (Jan) 

118,675 

477,496 

357,957 

17,092 

19,230 

■ 

■ 

136 

186 

Louisiana  Land  &  Exploration  (Dec) 

677,354 

350,163 

1,078,348 

96,744 

72,054 

■ 

■ 

360 

434 

Louisiana-Pacific  (Dec) 

656,020 

562,260 

477,549 

40.410 

98.580 

■ 

■ 

419 

■ 

Lowe's  Companies  (July) 

197,741 

465,052 

390,660 

17,311 

22,296 

222 

53 

■ 

■ 

LTV  (Dec) 

2,134,874 

4.496,893 

163,496 

30.700 

04,058 

■ 

■ 

241 

352 

Lubrizol  (Dec) 

344,005 

457,265 

736,812 

50.957 

64,757 

■ 

72 

311 

391 

Lucky  Stores  (Jan) 

669,862 

3,483,174 

576,237 

46,104 

73,979 

287 

203 

■ 

■ 

Lykes  (Dec) 

1,776,334 

1,619,688 

122,231 

19,071 

98,565 

■ 

231 

462 

408 

R  H  Macy  (July) 

847,759 

1,469,363 

339,890 

42,973 

69,741 

■ 

■ 

429 

■ 

Mallinckrodt  (Dec) 

231,449 

277,687 

380,133 

24,183 

32,404 

■ 

345 

■ 

■ 

Malone  ft  Hyde  (June) 

132,808 

1,007,895 

169,327 

14,054 

19,623 

7 

175 

125 

98 

Manufacturers  Hanover  Corp  (Dec) 

31,482,813 

1,857,927 

1,165,372 

143,062 

55,474 

141 

■ 

■ 

■ 

Manufacturers  National  Corp  (Dec) 

3,107,378 

203,507 

101,376 

18,737 

22,844 

■ 

■ 

210 

325 

MAPCO  (Dec) 

520,082 

424,854 

822,976 

56,126 

81,919 

144 

71 

83 

63 

Marathon  Oil  (Dec) 

3,043,005 

3,488,436 

1,695,309 

195,808 

25,194 

418 

■ 

■ 

■ 

Marine  Corp  (Dec) 

1,230,006 

87,645 

36,208 

7,342 

9,531 

30 

435 

■ 

■ 

Marine  Midland  Banks  (Dec) 

10,718,881 

738,541 

127,951 

13,151 

24,412 

■ 

382 

350 

■ 

Marriott  (July) 

844,226 

890,403 

493,654 

30,845 

66,964 

■ 

■ 

226 

386 

Marsh  ft  McLennan  Companies  (Dec) 

238,132 

339,367 

776,737 

46,629 

51,375 

370 

■ 

■ 

■ 

Marshall  ft  llsley  Corp  (Dec) 

1,422,293 

95,635 

59,179 

10,256 

12,685 

415 

284 

294 

228 

Martin  Marietta  (Dec) 

1,243,355 

1,213.124 

611,846 

78,503 

(1,709 

162 

■ 

■ 

■ 

Maryland  National  (Dec) 

2,787,018 

191,689 

147,906 

15,973 

19,585 

■ 

■ 

265 

382 

Masco  Corp  (Dec) 

413,800 

423,234 

672,431 

47,050 

57,279 

■ 

■ 

412 

■ 

Masonite  (Aug) 

309,061 

386,357 

399,522 

24,133 

43,134 

361 

144 

250 

259 

May  Department  Stores  (Jan) 

1,455,704 

2,133,235 

713,664 

69,432 

15,190 

■ 

302 

483 

491 

Oscar  Mayer  (Oct) 

349,917 

1,133,063 

322,313 

33,366 

47,500 

■ 

■ 

361 

494 

Maytag  (Dec) 

148,376 

275,170 

474,884 

33,121 

37,903 

a 

412 

■ 

■ 

MBPXL  (Oct) 

108,706 

814,747 

22,795 

6,463 

9,741 

400 

393 

243 

199 

ffMCA  (Dec) 

1,300,006 

858,725 

730,925 

90,234 

100,456 

460 

317 

242 

86 

J  Ray  McDermott  (Mar) 

1,117,946 

1,102,078 

734,858 

152,883 

or 

403 

87 

61 

144 

McDonald's  (Dec) 

1,284,167 

3,063,000 

2,162,488 

110,052 

58,136 

223 

67 

195 

146 

McDonnell  Douglas  (Dec) 

2,129,657 

3,543,713 

872,718 

108,855 

::s;r 

■ 

346 

339 

321 

McGraw-Edison  (Dec) 

620,598 

1,007,420 

511.507 

56,476 

73,356 

■ 

■ 

416 

433 

McGraw-Hill  (Dec) 

482,040 

589,764 

393,053 

40,463 

49,174 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 
tt  Figures  include  unconsolidated  subsidiaries. 
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e  oster  of  the  U.S.'s  Biggest  Corporations 


PER  SHARE  DATA:  1976 


Earnings 


ash 

Before 

Market 

Number  of 

His  Total 

Rank 

low 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration^ 

Among  798 

000) 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

($) 

Others 

15,026 

4.71 

0.41 

27% 

San  Francisco,  Cal 

32.5 

Peter  E  Haas 

333,526 

225 

3.354 

31,639 

4.92 

2.00 

373/8 

Toledo,  Ohio 

19.4 

Robert  G  Wingerter 

360,200 

183 

5,539 

2.98 

0.80 

16V2 

Oklahoma  City,  Okla 

0.7 

John  W  McLean 

100,650 

753 

8,11! 

19,982 

2.42 

0.65 

25V4 

Birmingham,  Ala 

4.4 

Frank  P  Samford  Jr 

151,413 

612 

B.2D3 

51,523 

4.23 

2.50 

33y2 

Durham,  NC 

6.8 

Raymond  J  Mulligan 

356,319 

192 

1,171 

75,552 

2.90 

1.25 

47  % 

Indianapolis,  Ind 

23.3 

Richard  D  Wood 

357,473 

189 

ISSf 

16,111 

3.07 

1.88 

24 

Rochester,  NY 

3.3 

Alexander  D  Hargrave 

162,609 

581 

3.456 

72,156 

3.92 

1.60 

36i/4 

Fort  Wayne,  Ind 

13.4 

Thomas  A  Watson 

190,273 

503 

1,81? 

71,770 

0.16 

none 

14% 

Beverly  Hills,  Cal 

93.0 

Charles  B  Thornton 

243,750 

380 

3.153 

!8,200 

3.10 

none 

w* 

Burbank,  Cal 

55.1 

Robert  W  Haack 

189,653 

506 

ua 

71,477 

5.41 

1.20 

35% 

New  York,  NY 

23.2 

Laurence  A  Tisch 

267,475 

330 

7,228 

50,749 

2.44 

1.03 

22% 

Greenwich,  Conn 

12.3 

Robert  W  Hutton 

210,000 

456 

l,5tj 

54,306 

2.52 

1.55 

18% 

Mineola,  NY 

5.4 

John  J  Tuohy 

168,333 

566 

",CSi 

19,230 

1.62 

0.46 

33% 

Walnut  Creek,  Cal 

4.7 

Joseph  M  Long 

116,407 

716 

5,W< 

'2,054 

2.67 

1.18 

29% 

New  Orleans,  La 

0.4 

John  G  Phillips 

298,466 

271 

Ml] 

78,580 

1.51 

0.20 

17% 

Portland,  Ore 

9.5 

Harry  A  Merlo 

268,280 

328 

MO 

!2,296 

1.33 

0.11 

30 

No  Wilkesboro,  NC 

4.5 

fPetro  Kulynych 

172,500 

559 

« 

14,058 

2.34 

none 

13% 

Dallas,  Tex 

56.9 

W  Paul  Thayer 

500,333 

50 

w 

54,757 

2.52 

1.05 

36 

Wickliffe,  Ohio 

3.6 

Thomas  W  Mastin 

216,575 

444 

a.ltl 

'3,979 

1.22 

0.66 

I51/4 

Dublin,  Cal 

45.0 

Wayne  H  Fisher 

388,140 

141 

101 

78,565 

1.03 

1.00 

13i/4 

New  Orleans,  La 

28.3 

Joseph  T  Lykes  Jr 

185,000 

522 

2157! 

59,741 

4.37 

1.18 

343/4 

New  York,  NY 

39.0 

Donald  B  Smiley 

261,939 

339 

1,153 

!2,404 

2.62 

0.55 

4oy2 

St  Louis,  Mo 

4.3 

Harold  E  Thayer 

325,000 

240 

m 

.9,623 

2.08 

0.59 

251/4 

Memphis,  Tenn 

4.9 

Joseph  R  Hyde  III 

129,500 

679 

3,053 

55,474 

4.82 

1.80 

391/4 

New  York,  NY 

18.4 

Gabriel  Hauge 

358,712 

186 

3,731 

!2,844 

5.93 

2.10 

32 

Detroit,  Mich 

3.0 

Dean  E  Richardson 

189,167 

510 

US 

71,919 

3.00 

0.90 

44 

Tulsa,  Okla 

2.5 

Robert  E  Thomas 

370,500 

168 

5138 

15,194 

6.52 

1.95 

56% 

Findlay,  Ohio 

12.9 

Harold  D  Hoopman 

381,720 

149 

9,531 

6.28 

1.86 

31 

Milwaukee,  Wise 

1.7 

John  C  Geilfuss 

106,304 

741 

;i5: 

!4,412 

1.04 

0.80 

IOI/4 

Buffalo,  NY 

9.9 

Edward  W  Duffy 

179,506 

544 

0,845 

i6,964 

0.88 

none 

13% 

Washington,  DC 

60.6 

J  Willard  Marriott  Jr 

190,357 

502 

6,62! 

51,375 

3.41 

1.90 

56  y4 

New  York,  NY 

8.3 

John  M  Regan  Jr 

463,189 

70 

j.256 

.2,685 

6.12 

2.03 

351/2 

Milwaukee,  Wise 

1.7 

John  A  Puelicher 

137,500 

649 

8,503 

•1,709 

3.32 

1.38 

253/4 

Bethesda,  Md 

22.0 

J  Donald  Rauth 

258,333 

347 

5,573 

.9,585 

2.24 

0.72 

203/4 

Baltimore,  Md 

3.8 

Robert  D  Harvey 

104,965 

743 

7,051 

57,279 

1.80 

0.22 

263/8 

Taylor,  Mich 

6.3 

Richard  A  Manoogian 

333,370 

226 

1131 

•3,134 

1.48 

0.56 

24i/2 

Chicago,  III 

7.9 

Samuel  S  Greeley 

149,110 

622 

9.43: 

5,190 

3.06 

1.11 

32 

St  Louis,  Mo 

59.0 

David  E  Babcock 

285,000* 

296 

3383 

-7,500 

2.33 

0.67 

221/2 

Madison,  Wise 

13.4 

P  Goff  Beach 

380,250 

151 

3,121 

i7,903 

2.47 

1.65 

351/2 

Newton,  Iowa 

3.9 

Daniel  J  Krumm 

149,741 

619 

5.46: 

9,741 

2.90 

0.44 

10% 

Wichita,  Kan 

3.1 

David  J  La  Fleur 

115,000 

720 

0 

70,456 

5.02 

0.92 

40% 

Universal  City,  Cal 

14.0 

Lew  R  Wasserman 

275,000 

314 

% 

15,327 

9.79 

0.95 

46% 

New  Orleans,  La 

21.0 

Charles  L  Graves 

395,406 

131 

0,053 

.8,136 

2.72 

0.08 

53% 

Oak  Brook,  III 

78.0 

Fred  L  Turner 

288,445 

288 

8,851 

59,212 

2.85 

0.43 

233/4 

St  Louis,  Mo 

57.9 

Sanford  N  McDonnell 

254,364 

357 

5,4/1 

'3,356 

3.47 

1.40 

31% 

Elgin,  III 

24.0 

Edward  J  Williams 

421,307 

108 

10 

■9,174 

1.64 

0.64 

16% 

New  York,  NY 

11.5 

Harold  W  McGraw  Jr 

241,878 

386 

ry,  bonus 

director's  fees 

and  deferred  compensation;  excludes  stock  options.        *  For  year  ended  1/31/76. 



t  Shares 

"Office  of  the  President' 

with  L.  G.  Herring,  R.  L. 

Strickland  and  J.  A.  Walker. 
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Self  Captive 
Higher  Insurance  Insurance 

eductibles  Program  Alternative 


Property  Insurance  Coverages 


The  Risk  Management  Plan 


memo  from 
marsh  &  Mclennan 


How  your 
company  may  be 
able  to  obtain 
'more  insurance,1 
without 

necessarily  buyin 
more  insurance* 

What's  insurance  all  about 
anyway?  Just  one  thing: 
shielding  your  assets  from 
unexpected  losses.  For  this 
protection  and  peace  of  mind, 
you  are  willing  to  plan  for  and 
pay  a  specified  sum  that  you 
consider  a  fair  price  for  this 
removal  of  risk. 

Errors  are  made  when  you  lose 
sight  of  the  fact  that  protection 
is  the  goal  while  insurance  is 
merely  one  means  to  attain 
that  goal.  It  follows  then  that 
"more  insurance"  is  not  neces- 
sarily the  most  advantageous 
way  to  achieve  a  higher 
level  of  protection. 

The  risk  management 
concept 

The  idea  is  to  start  thinking  in 
terms  of  managing  the  multi- 
tude of  risk  situations,  search- 


AN 


be 


it 


lgin 


;  always  for  the  most  efficient 
thod  of  attaining  the 
;essary  protection.  The 
icept  of  risk  management  in 
lay's  complex  business  and 
al  environment  requires 
ire  than  conventional  insur- 
^e  responses, 
simplest  terms,  risk  man- 
>ment  entails  identifying 
ks,  assigning  value  to  them, 
ticipating  losses  and  making 
ective  decisions  about  what 
ps  to  take  before  losses 
ur,  so  that  they  have  the 
st  impact  on  the  operation  of 
r  business. 

ked  to  this,  of  course,  is  the 
id  to  implement  a  meaning- 
loss  control  program  which 
1  help  to  prevent  or  reduce 
incidence  and  severity  of 
ses. 


o  principal  options 
open 

st  of  all,  risks  maybe  trans- 
red  in  the  conventional 
urance  manner.  The  impor- 
lt  thing  to  remember  here  is 
it  this  decision  is  made  only 
er  a  thorough  review  and 
imination  when  it  is 
lcluded  that  this  is  the 
Tect  response  in  the  particu- 
case  under  consideration.  It 
auld  not  be  a  reflex  action, 
rondly,  risks  may  be 
umed  by  your  company, 
her  in  whole  or  in  part.  A 
£her  deductible  is  an  obvious 
y  for  a  company  to  assume  a 
rtion  of  the  risk  and  thereby 
luce  the  cost  of  purchased 
surance— yet  still  retain  ade- 
ate  insurance  protection 
linst  catastrophic  loss.  An 


established  self-insurance  pro- 
gram is  another  way  for  a  com- 
pany to  assume  its  own  risks, 

A  PROPERTY 
INSURANCE  PROGRAM 

for  Protection  of  *26,250.000  in  Assets 

^nta  Share  Participa^, 


25% 


/flsurance  companies 
^\    B    I  C  l-Vfi 


Client 

Excess  Coveraap/  Share 
$25.000,000^ 

Primary 
Insured  Layer 
$1,000,000 


Client 
Self-Insured 
Retention 
$250,000 


while  diverting  the  money  ear- 
marked for  premiums  into  a 
separate  fund  to  cover 
projected  losses. 
The  optimum  plan  may  very 
well  contain  elements  of 
both(see  chart)  but  only  with 
expert  analysis  can  one 
approach  the  optimum  with 
confidence. 

Which  direction  for  you? 

We  stand  ready  to  advise  and 
assist  you  in  any  way  we  can. 
Every  Marsh  &  McLennan 
account  is  assigned  a  profes- 
sional account  manager,  who  in 
turn  can  call  on  all  of  the  con- 
sulting and  specific  technical 
services  which  set  Marsh  & 
McLennan  apart  in  terms  of 


competence.  What  is  upper- 
most in  our  minds,  as  well  as 
yours,  is  making  certain  you 
receive  the  protection  you  need 
at  the  most  reasonable  cost. 
The  fact  is.  nobody  in  the 
industry  is  better  equipped  to 
counsel  you  on  the  best  course 
to  follow  and  to  assist  you.  at 
every  step  along  the  way. 
toward  a  risk  management 
plan  which  makes  sense  for 
your  operations. 


For  a  more  complete  exami- 
nation of  this  and  related 
subjects,  simply  send for  your 
copy  of:  "The  Risk  Management 
Concept— Insurance  Plus."  Write 
to  Dept  100-FB.  Marsh  & 
McLennan.  Incorporated.  1221 
Avenue  of  the  Americas.  New 
York.  N.Y.  10020 


Every  client  is  assured  of  professional  risk  and 
insurance  management  services  — in  depth. 


When  it  comes  to  insura 
come  to  the  leader. 


arsh& 
ci  ennan 


The  Dimensions  of  American  Businc 


DSter 


WHERE  THEY  RANK:  1976 


Market  Value 


till 


r 

Market 

Net 

,  Assets 

Sales 

of  Common 

Net  Profi 

y  Extra 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

a 

422 

■ 

■ 

,0McKee  (Dec) 

135,981 

771,071 

56,342 

8,47| 

9,» 

420 

206 

370 

206 

Mead  (Dec) 

1,226,696 

1,599,342 

464,634 

88,791 

01 

35 

483 

313 

282 

Mellon  National  Corp  (Dec) 

9,352,661 

636,891 

568,342 

64,08' 

m 

■ 

276 

270 

295 

Melville  (Dec) 

472,313 

1,228,176 

660,779 

61,00' 

m 

139 

■ 

■ 

■ 

Mercantile  Bancorporation  (Dec) 

3,113,230 

193,341 

179,127 

22,15! 

m 

■ 

455 

■ 

■ 

Mercantile  Stores  (Jan) 

384,637 

700,990 

267,531 

29,201 

40 

156 

■ 

■ 

■ 

Mercantile  Texas  Corp  (Dec) 

2,819,836 

90,379 

142,673 

12,751 

HfK 

411 

■ 

■ 

■ 

Merchants  National  Corp  (Dec) 

1,263,752 

86,347 

48,285 

7,581 

283 

197 

22 

46 

Merck  (Dec) 

1,791,883 

1,661,514 

5,144,800 

255,481 

m 

56 

305 

187 

156 

Merrill  Lynch  &  Co  (Dec) 

6,617,787 

1,124,929 

887,740 

106,601 

11152 

■ 

■ 

369 

■ 

Mesa  Petroleum  (Dec) 

614,627 

99,068 

464,870 

30,734 

54,947 

■ 

428 

■ 

■ 

Fred  Meyer  (Dec) 

226,267 

749,599 

121,779 

14,06: 

m 

■ 

■ 

365 

■ 

MGIC  Investment  (Dec) 

897,511 

173,338 

468,393 

25,414 

27,229 

111 

■ 

■ 

■ 

Michigan  National  Corp  (Dec) 

3,703,093 

288,897 

160,486 

29,078 

94 

298 

161 

157 

Middle  South  Utilities  (Dec) 

4,136,235 

1,145,067 

985,453 

106,04; 

09.812 

269 

■ 

■ 

■ 

Midatlantic  Banks  (Dec) 

1,868,232 

127,396 

66,899 

8,31' 

10,865 

133 

69 

14 

32 

Minnesota  Mining  &  Manufacturing  (Dec) 

3,324,135 

3,514,259 

6,534,412 

338,52(1 

iiisis 

309 

263 

325 

224 

' 1  Missouri  Pacific  Corp  (Dec) 

1,670,076 

1,288,453 

539,100 

80,220 

19,320 

16 

6 

13 

6 

"Mobil  (Dec) 

18,767,450 

26,062,570 

6,879,015 

942,52- 

15,828 

■ 

492 

■ 

■ 

Mohasco  (Dec) 

359,099 

624,517 

123,896 

13,771 

27,1 

99 

57 

44 

28 

Monsanto  (Dec) 

3,957,524 

4,270,200 

3,209,160 

366,3011 

82,1 

448 

■ 

■ 

■ 

Monumental  Corp  (Dec) 

1,153,190 

204,522 

165,828 

17,201 

31,477 

8 

183 

60 

59 

J  P  Morgan  &  Co  (Dec) 

28,765,510 

1,812,124 

2,176,650 

202,682 

13,065 

■ 

358 

■ 

■ 

Morrison-Knudsen  (Dec) 

346,732 

974,599 

58,418 

13,24! 

29,488 

445 

222 

87 

213 

Motorola  (Dec) 

1,156,809 

1,504,431 

1,626,780 

85,39; 

.40,253 

■ 

498 

■ 

■ 

G  C  Murphy  (Dec) 

259,210 

620,128 

74,423 

n,oij 

18,878 

429 

353 

■ 

364 

Murphy  Oil  (Dec) 

1,184,988 

986,392 

286,281 

48,90: 

18,670 

479 

153 

213 

233 

Nabisco  (Dec) 

1,058,530 

2,027,286 

807,091 

77,04 

12,802 

■ 

■ 

264 

401 

Nalco  Chemical  (Dec) 

258,431 

385,581 

681,712 

43,564 

57,042 

■ 

500 

■ 

■ 

Nash  Finch  (Dec) 

92,764 

617,652 

50,141 

8,68? 

12,415 

■ 

375 

■ 

■ 

National  Can  (Dec) 

482,585 

916,939 

92,754 

20,66! 

38,256 

456 

■ 

■ 

■ 

National  Central  Financial  (Dec) 

1,126,311 

77,257 

56,656 

9,268 

11,887 

148 

■ 

490 

476 

National  City  Corp  (Dec) 

2,977,256 

176,576 

312,044 

35,04! 

37,335 

44 

■ 

468 

351 

National  Detroit  Corp  (Dec) 

7,552,509 

460,495 

335,866 

51,124 

58,006 

425 

296 

283 

198 

National  Distillers  &  Chemical  (Dec) 

1,201,581 

1,156,407 

640,713 

90,288 

116,978 

■ 

386 

■ 

■ 

National  Industries  (Dec) 

337,521 

875,871 

42,687 

11,212 

18,334 

■ 

■ 

443 

■ 

National  Semiconductor  (May) 

170,976 

325,097 

359,838 

18,95- 

33,065 

■ 

a 

477 

■ 

National  Starch  &  Chemical  (Dec) 

241,740 

339,311 

327,200 

24,488 

32,470 

160 

104 

197 

212 

National  Steel  (Dec) 

2,798,040 

2,840,542 

864,595 

85,731 

13,047 

■ 

425 

-  ■ 

■ 

National  Tea  (Dec) 

143,488 

759,406 

37,500 

-40,21< 

26,365 

328 

■ 

■ 

Nationwide  Corp  (Dec) 

1,572,479 

•  451,798 

97,185 

21,952 

22,148 

■ 

■ 

■ 

315 

Natomas  Company  (Dec) 

728,496 

391,635 

245,786 

57,112 

11193 

83 

■ 

■ 

■ 

NCNB  (Dec) 

4,433,163 

278,918 

204,840 

20,19; 

24,009 

197 

134 

165 

201 

NCR  (Dec) 

2,311,795 

2,312,713 

974,588 

90,02] 

268,863 

303 

454 

380 

362 

New  England  Electric  System  (Dec) 

1,713,833 

701,439 

446,499 

49,182 

102,102 

325 

■ 

St 

■ 

New  England  Merchants  Co  (Dec) 

1,587,596 

114,645 

46,475 

9.51C 

10,924 

477 

■ 

■ 

■ 

New  Jersey  National  Corp  (Dec) 

1,062,761 

60,990 

44,055 

6,623 

7,463 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 


10)  Formerly  Arthur  G.  McKee  &  Co. 

11)  Formerly  Mississippi  River  Corp. 

12)  Formerly  Mobil  Oil. 


1  bonus.  Jn 
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>ster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1976 


Earnings 

'ash  Before  Market 
low      Extraordinary  Price 

000)         Items     Dividends  (Dec.  31) 


Number  of 
Corporate  Employees 
Headquarters  (000) 


Chief  Executive 


His  Total  Rank 
Remuneration^   Among  798 
($)  Others 


2.69 
3.61 
6.54 
2.46 
3.81 


0.80 
0.89 
2.60 
0.68 
2.20 


17% 

203/4 

58 

263/4 
30% 


Cleveland,  Ohio 
Dayton,  Ohio 
Pittsburgh,  Pa 
Harrison,  NY 
St  Louis,  Mo 


4.9 
26.2 

6.2 
32.9 

3.2 


Richard  G  Widman 
James  W  McSwiney 

James  H  Higgins 
Francis  C  Rooney  Jr 

Donald  E  Lasater 


388,000 
364,167 
270,230 
236,100 
167,500 


143 
176 
324 
403 
568 


4.95 
3.01 
3.39 
3.38 
3.01 


0.80 
1.13 
0.80 
1.40 
0.80 


453/8 
25% 

213/4 

68% 
25>/4 


New  York,  NY 
Dallas,  Tex 
Indianapolis,  Ind 
Rahway,  NJ 
New  York,  NY 


16.5 
2.4 
1.4 
27.5 
19.7 


Leon  F  Winbigler 
Gene  H  Bishop 
Otto  N  Frenzel  III 
John  J  Horan 
Donald  T  Regan 


314,821 
184,900 
90,000 
368,633 
395,000 


250 
525 
773 
171 
132 


J54.947 
'  12,462 
127,229 
132,907 
09,812 


2.00 
2.50 
1.15 
5.25 
1.82 


0.10 
0.33 
0.10 
1.00 
1.32 


36'/4 

213/4 

21% 

29 

163/4 


Amarillo,  Tex  0.4 

Portland,  Ore  10.2 

Milwaukee,  Wise  1.2 

Bloomfield  Hills,  Mich  4.7 

New  Orleans,  La  10.2 


Thomas  B  Pickens  Jr  269,825  326 

Oran  B  Robertson  117,656  714 

Max  H  Karl  180,559  536 

Stanford  C  Stoddard  174,615  556 

Floyd  W  Lewis  161,950  586 


10,865 

11,918 

IK  19,320 
.175,828 
13,77  >7,100 


250 
2.94 
6.86 
9.08 
2.08 


2.00 
1.45 
1.50 
3.50 
0.90 


243/4 

56% 

40% 

65 

18% 


West  Orange,  NJ  2.7  #Theron  L  Marsh  147,789  624 

St  Paul,  Minn  79.5  Raymond  H  Herzog  507,990  47 

St  Louis,  Mo  21.7  Downing  B  Jenks  428,600  99 

New  York,  NY  199.5  Rawleigh  Warner  Jr  716,995  9 

Amsterdam,  NY  16.9  Herbert  L  Shuttleworth  II  277,946  311 


10.05 
1.19 
5.04 
4.60 
3.01 


2.75 
0.54 
1.80 
0.95 
0.70 


88% 

H3/4 

56% 
20% 
57 


St  Louis,  Mo 
Baltimore,  Md 
New  York,  NY 
Boise,  Ida 
Schaumburg,  III 


61.9 
3.1 
9.7 
23.7 
56.0 


John  W  Hanley  461,424  72 

Frank  Baker  Jr  118,000  712 

Ellmore  C  Patterson  366,000  173 

William  H  McMurren  218,000  441 

Robert  W  Galvin  124,652  695 


2.82 
3.93 
4.82 
2.17 
5.03 


1.20 
0.60 
2.38 
0.82 
1.60 


19 
23 

50% 
34% 
29 


McKeesport,  Pa 
El  Dorado,  Ark 
East  Hanover,  NJ 
Oak  Brook,  III 
St  Louis  Park,  Minn 


21.0 
3.8 

48.0 
3.8 
5.6 


S  Warne  Robinson  140,000  642 

Charles  H  Murphy  Jr  186,247  520 

Robert  M  Schaerberle  360,400  182 

Robert  T  Powers  203,938  470 

Thomas  A  Riley  278,385  309 


2.52 
2.62 
5.10 
4.30 
3.54 


0.57 
1.10 
1.78 
1.40 
1.40 


13% 
16 

45% 

27% 
25% 


Chicago,  III 
Lancaster,  Pa 
Cleveland,  Ohio 
Detroit,  Mich 
New  York,  NY 


13.3 
1.4 
2.0 
5.5 

13.3 


Frank  W  Considine 
Wilson  D  McElhinny 
Claude  M  Blair 
Robert  M  Surdam 
Drummond  C  Bell 


222,211 
99,742 
243,300 
292,330 
321,983 


436 
759 
382 
280 
242 


.8,334 
113,065 
24*  82,470 
13,047 
6,365 
12,148 


1.58 
1.44 
3.74 
4.53 
-4.02 
2.15 


0.30 
none 
0.88 
2.50 
none 
0.35 


73/8 
27% 
50 

45% 

33/4 
9% 


Louisville,  Ky 
Santa  Clara,  Cal 
Bridgewater,  NJ 
Pittsburgh,  Pa 
Chicago,  III 
Columbus,  Ohio 


7.0 
23.7 

3.7 
35.8 

9.2 

1.6 


Joseph  A  Gammon 
Charles  E  Sporck 

Carlyle  G  Caldwell 
George  A  Stinson 
Valdyn  W  Schulz 
Dean  W  Jeffers 


207,799 
145,476 
136,950 
328,656 
117,901 
230,478 


459 

627 
652 
233 
713 
413 


13,193 
£4,009 
158,863 

19.llp2.102 
10,924 
7,463 


8.45 
1.20 
3.53 
2.53 
3.66 
3.72 


1.30 
0.52 
0.72 
1.84 
1.40 
2.00 


363/8 

12% 

37% 

23 

17% 

243/4 


San  Francisco,  Cal 
Charlotte,  NC 
Dayton,  Ohio 
Westboro,  Mass 
Boston,  Mass 
Trenton,  NJ 


0.6 
4.3 
67.5 
5.9 
2.1 
1.3 


Dorman  L  Commons 
Thomas  I  Storrs 
William  S  Anderson 
Guy  W  Nichols 
Mark  C  Wheeler 
John  H  Walther 


239,291 
162,500 
290,000 
145,023 
140,798 
91,663 


396 
583 
137 
632 
638 
770 


ry,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.       #  New  CEO  in  1977. 
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In  fact,  we've  broken  every  single 
record  we  set  in  the  last  four  years. 
Our  net  income  for  1976  increased 
to  a  new  high  of  $16.1  million,  and 
revenues  were  a  record  $260, 100,000. 
In  addition,  we  increased  our  quar- 
terly cash  dividend. 

Impressive  performance,  espe- 
cially for  a  company  so  young.  But 
then,  our  performance  has  always 
been  impressive  -  Itel  has  gone  from 


$2.2  million  in  revenues  to  over  $260 
million  in  only  nine  years. 

Being  experts  at  capital  conser- 
vation, we  know  how  to  make  money. 
We've  spent  the  last  nine  years  cre- 
ating and  implementing  innovative 
concepts  in  capital  equipment  leas- 
ing. And  putting  together  financial 
packages  no  one  else  could  think  of. 

We're  experts  in  our  field  and 
specialists  in  some  of  the  services 
we  offer.  Transportation  leasing,  for 
example:  ships,  planes,  rail  cars  and 
one  of  the  largest  fleets  of  maritime 
cargo  containers  in  the  world.  Plus 
large-scale  business  computer  leas- 
ing and  data  processing  services. 

All  of  our  expertise  goes  into 


helping  our  customers  use  their  cap- 
ital resources  more  effectively.  And 
we've  been  very  successful  at  it.  Just 
look  at  our  track  record  of  financial 
performance. 

Itel.  We're  a  company  that  will 
grow  on  you. 


CORPORATION 

One  Embarcadero  Center 
San  Francisco,  California  94111 
Telephone:  (415)  983-0000 


For  the  fifth  year 
in  a  row,  we've  broken 
our  own  track  record. 


Itel  stock  is  traded  on  the  NYSE  under  the  symbol  I  For  further  information  write  for  our  annual  report 


The  Dimensions  of  American  Busine 


WHERE  THEY  RANK:  1976 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Net  Prof! 

flti 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

pi  ' 

395 

■ 

415 

348 

New  York  State  Electric  &  Gas  (Dec) 

1,323,982 

408,267 

394,974 

51,885 

•  . 

434 

■ 

253 

365 

Newmont  Mining  (Dec) 

1,178,167 

602,142 

695,828 

48,872 

0 

157 

327 

218 

147 

Niagara  Mohawk  Power  (Dec) 

2,816,300 

1,077,230 

801,421 

108,44$ 

0- 

447 

391 

382 

343 

NICOR  (Dec) 

1,153,530 

861,509 

444,137 

52,75' 

P 
15,15: 

471 

264 

345 

309 

N  L  Industries  (Dec) 

1,080,644 

1,285,523 

497,764 

58,83( 

140 

■ 

208 

162 

NLT  (Dec) 

3,109,883 

553,747 

831,408 

105,242 

m 

167 

282 

162 

112 

Norfolk  &  Western  Railway  System  (Dec) 

2,714,116 

1,216,259 

984,676 

131,522 

m 

p 

499 

190 

372 

314 

North  American  Philips  (Dec) 

994,576 

1,723,627 

457,560 

57,39? 

152 

427 

259 

207 

Northeast  Utilities  (Dec) 

2,873,201 

755,269 

686,887 

88,63". 

ISP 

466 

■ 

■ 

■ 

Northern  California  Savings  &  Loan  (Dec) 

1,093,958 

88,591 

51,070 

11,06$ 

12,251 

318 

476 

357 

262 

Northern  Indiana  Public  Service  (Dec) 

1,625,748 

647,994 

480,856 

68,97- 

P 

m 

240 

246 

139 

99 

Northern  Natural  Gas  (Dec) 

2,041,102 

1,383,442 

1,062,048 

142,525 

381 

■ 

■ 

■ 

Northern  States  Bancorp  (Dec) 

1,380,326 

96,950 

14,399 

1,39] 

P 

200 

423 

198 

182 

Northern  States  Power  (Dec) 

2,306,404 

769,604 

863,849 

97,60: 

jp 

■ 

269 

485 

466 

Northrop  (Dec) 

539,235 

1,265,009 

320,112 

36,252 

450 

362 

281 

349 

Northwest  Airlines  (Dec) 

1,151,562 

963,808 

642,779 

51,731 

m 

81JM 

39 

■ 

244 

275 

Northwest  Bancorporation  (Dec) 

8,358,181 

587,990 

723,697 

65,385 

■ 

491 

■ 

■ 

Northwest  Energy  (Dec) 

575,037 

625,982 

143,045 

22,822 

ftW 

379 

213 

279 

133 

Northwest  Industries  (Dec) 

1,400,044 

1,568,900 

642,850 

117,575 

«75 

404 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

1,281,151 

106,824 

40,391 

8,245 

■ 

489 

■ 

■ 

Norton  (Dec) 

483,288 

629,935 

211,057 

27,455 

m 

371 

194 

191 

194 

Norton  Simon  (June) 

1,418,947 

1,683,793 

881,680 

92,444 

hm 

109 

■ 

■ 

■ 

Nortrust  Corporation  (Dec) 

3,833,374 

247,872 

210,000 

27,231 

51,352 

102 

36 

100 

66 

Occidental  Petroleum  (Dec) 

3,904,995 

5,534,399 

1,366,824 

183,721 

P 

495 

215 

■ 

372 

Ogden  (Dec) 

1,001,011 

1,557,473 

212,443 

48,258 

188 

477 

207 

169 

Ohio  Edison  (Dec) 

2,343,924 

644,852 

831,994 

103,17« 

60.3&5 

457 

■ 

424 

415 

Oklahoma  Gas  &  Electric  (Dec) 

1,125,967 

368,046 

386,318 

42,36C 

422 

■ 

a 

■ 

Old  Kent  Financial  (Dec) 

1,210,527 

84,448 

78,354 

12,500 

14,115 

487 

■ 

■ 

■ 

Old  Stone  Corp  (Dec) 

1,022,001 

72,585 

27,159 

5,75$ 

6,706 

9/17 

o4U 

o/i  o 
Z4o 

Olin  Corp  (Dec) 

1,06/, 595 

1    OTC  COO 

1,3/6,523 

CIA  010 

7°  EX* 

Din 

■ 

■ 

480 

489 

Olinkraft  (Dec) 

358,938 

341,861 

323,951 

33,565 

52,1 

■ 

■ 

■ 

443 

Overseas  Shipholding  Group  (Dec) 

511,054 

152,062 

237,661 

38,4011 

m 

■ 

324 

152 

250 

Owens-Corning  Fiberglas  (Dec) 

836,742 

1,085,656 

1,000,983 

71,77- 

I15.B 

215 

117 

220 

155 

Owens-Illinois  (Dec) 

2,195,231 

2,589,839 

795,375 

106,718 

55,835 

■ 

350 

423 

353 

PACCAR  (Dec) 

473,207 

1,001,410 

387,515 

50,632 

58,055 

46 

111 

68 

37 

Pacific  Gas  &  Electric  (Dec) 

7,419,832 

2,646,728 

2,049,129 

301,98-1 

01,125 

282 

294 

381 

296 

Pacific  Lighting  (Dec) 

'1,802,320 

1,160,998 

445,257 

60,962 

IJJ 

■ 

■ 

362 

■ 

Pacific  Lumber  (Dec) 

152,694 

146,712 

473,021 

27,992 

32,225 

227 

■ 

230 

210 

Pacific  Power  &  Light  (Dec) 

2,112,702 

354,970 

770,142 

86,91! 

31,1 

489 

■ 

■ 

■ 

Paine  Webber  (Sept) 

1,020,213 

225,224 

45,382 

11,92$ 

13.514 

366 

196 

■ 

■ 

Pan  American  World  Airways  (Dec) 

1,442,166 

1,661,832 

211,445 

-8,322 

00,583  . 

274 

406 

217 

208 

Panhandle  Eastern  Pipe  Line  (Dec) 

1,837,139 

825,239 

802,391 

88,042 

1* 

■ 

392 

■ 

■ 

Ralph  M.  Parsons  (Dec) 

164,913 

859,196 

74,714 

14,623 

1SJ74 

123 

■ 

■ 

■ 

"Pemi  Central  (Dec) 

3,528,980 

622,070 

24,110 

-133,54! 

08.612  . 

125 

21 

41 

51 

J  C  Penney  (lan) 

3,483,800 

8,353,800 

3,394,313 

228, 10C 

151 

168 

478 

261 

142 

Pennsylvania  Power  &  Light  (Dec) 

2,667,297 

644,147 

685,367 

112,11] 

■ 

421 

m 

479 

Pennwalt  (Dec) 

574,608 

777,315 

265,963 

34.91C 

61,150 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15.  1977. 


13)  Data  are  for  Penn  Central  Transportation  Co.  Excludes  railroad  operations 
from  4/1/76. 
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Jjster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1976 
Earnings 

Cash  Before  Market 
Flow  Extraordinary  Price 
00)         Items     Dividends     (Dec.  31) 


Corporate 
Headquarters 


Number  of 
Employees 
(000) 


Chief  Executive 


His  Total  Rank 
Remuneration^   Among  798 
($)  Others 


3.42 
1.88 
1.61 
3.52 
2.44 


2.40 
1.60 
1.24 
2.09 
1.05 


30y4 

28 

143/8 

30% 

20% 


Binghamton,  NY 
New  York,  NY 
Syracuse,  NY 
Aurora,  III 
New  York,  NY 


4.2 
12.0 
8.9 
2.6 
22.0 


#  William  Lyons 
Plato  Malozemoff 
John  G  Haehl  Jr 
Clarence  J  Gauthier 
Ray  C  Adam 


145,000 
289,750 
137,315 
211,370 
306,385 


633 
286 
650 
453 
260 


:  52,081 


3.04 
4.21 
4.49 
1.43 
3.45 


0.64 
1.71 
1.20 
1.02 
0.38 


24 

31% 

36 

10% 

15% 


Nashville,  Tenn 
Roanoke,  Va 
New  York,  NY 
Berlin,  Conn 
Palo  Alto,  Cal 


10.3 
27.7 
32.8 
7.4 
0.6 


William  C  Weaver  Jr 
John  P  Fishwick 
Pieter  C  Vink 
Lelan  F  Sillin  Jr 
Firmin  A  Gryp 


226,182 
332,945 
270,000 
165,000 
154,066 


427 
228 
325 
575 
604 


04,192 
39,945 
2,640 
D0,032 
51,278 

■  54,451 
•31,154 
j;  13,173 
151,375 
;  11,148 


2.50 
6.30 
0.37 
2.93 
5.76 


1.40 
1.92 
0.40 
1.94 
1.35 


19% 
48 

5% 

29% 
48 


Hammond,  Ind 
Omaha,  Neb 
Detroit,  Mich 
Minneapolis,  Minn 
Los  Angeles,  Cal 


5.5 
8.6 
1.5 
6.9 
24.0 


#  Dean  H  Mitchell  110,000  731 

Willis  A  Strauss  285,141  293 

Benjamin  H  Paddock  92,745  769 

Donald  W  McCarthy  98,711  762 

Thomas  V  Jones  522,451  40 


2.39 
5.23 
5.33 
9.05 
1.61 


0.45 
1.75 
2.00 
2.00 
0.29 


293/4 

57% 
33% 
46 
7% 


St  Paul,  Minn 
Minneapolis,  Minn 
Salt  Lake  City,  Utah 
Chicago,  III 
Wilkesboro,  NC 


11.2 
9.6 
1.1 

37.0 
2.9 


Donald  W  Nyrop 
Henry  T  Rutledge 
John  G  McMillian 
Ben  W  Keineman 

Edwin  Duncan  Jr 


350,000 
239,267 
188,439 
454,200 
66,539 


204 
397 
514 
77 
796 


13,160 
Z4,281 
33,392 
37,531 

m  J3'742 


5.01 
1.97 
5.45 
2.77 

4.76 


1.73 
0.51 
1.63 
1.00 
1.10 


38% 
20 
42 
24 

22% 


Worcester,  Mass 
New  York,  NY 
Chicago,  III 

Los  Angeles,  Cal 
New  York,  NY 


19.9 
26.0 
3.2 
32.5 
29.5 


Robert  Cushman 
David  J  Mahoney 
Edward  B  Smith 
Armand  Hammer 
Ralph  E  Ablon 


286,856 
971,111 
357,525 
429,000 
473,225s 


290 
3 

188 
98 
63 


2.14 
1.86 
2.77 
3.08 
6.07 


1.66 
1.44 
0.71 
0.90 
1.37 


20% 
19% 
17% 
14% 
42% 


Akron,  Ohio 
Oklahoma  City,  Okla 
Grand  Rapids,  Mich 
Providence,  Rl 
Stamford,  Conn 


6.2 
3.1 
1.3 
0.8 
22.0 


John  R  White 
James  G  Harlow  Jr 
Richard  M  Gillett 
Theodore  W  Barnes 
James  F  Towey 


109,385 
77,917 
133,395 
102,775 
406,063 


735 
788 
663 
749 
116 


>2,166 
i8,326 
.9,063 
15,896 
i8,095 


4.00 
3.64 
4.80 
3.41 
6.14 


1.03 
0.19 
0.94 
0.94 
0.85 


363/4 
23% 

663/4 

28% 
47 


West  Monroe,  La  6.8  #Marjen  H  Collet  269,625  327 

New  York,  NY  1.8  Morton  P  Hyman  72,000  794 

Toledo,  Ohio  18.0  William  W  Boeschenstein  278,998  308 

Toledo,  Ohio  67.1  Edwin  D  Dodd  439,420  89 

Bellevue,  Wash  10.7  Charles  M  Pigott  265,978  334 


2.90 
2.48 
2.32 
2.48 
1.90 
-0.20 


1.88 
1.68 
1.20 
1.70 
0.30 
none 


23% 
19% 
39% 
24% 

8% 

5 


San  Francisco,  Cal 
Los  Angeles,  Cal 

San  Francisco,  Cal 
Portland,  Ore 
New  York,  NY 
New  York,  NY 


24.6 
9.1 
2.5 
3.6 
5.0 

40.0 


John  F  Bonner 
Paul  A  Miller 
Robert  B  Hoover 
Don  C  Frisbee 
James  W  Davant 
William  T  Seawell 


155,358 
219,444 
149,270 
125,000 
213,000 
200,175 


601 
439 
621 
691 
448 
480 


9,086 
6,774 
8,612 
5,600 
4,589 
1,750 


5.58 
4.24 
-5.54 
3.57 
2.68 
3.56 


2.20 
0.67 
none 
1.25 
1.80 
1.54 


473/4 

21% 
1 

52% 
22% 

323/4 


Houston,  Tex 
Pasadena,  Cal 

Philadelphia,  Pa 
New  York,  NY 
Allentown,  Pa 

Philadelphia,  Pa 


5.5 
11.3 
0.3 
183.0 
6.8 
13.9 


Richard  L  O'Shields  227,681  423 

William  E  Leonhard  327,313  234 

Archibald  D  Johnson  16,667  798 

Donald  V  Seibert  398,705  125 

Jack  K  Busby  100,000  755 

William  P  Drake  355,026  194 


y,  bonus,  director's  fees,  ana  deferred  compensation;  excludes  stock  options. 


#  New  CEO  in  1977. 

•  For  1975. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1976 

A 

Market  Value 

Market 

Net 

s   •  ■ 

?•  ■' 

Assets 

Sales 

of  Common 

Net  Profits 

HW 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

KMC 

279 

342 

138 

92 

Pennzoil  (Dec) 

1,820,738 

1,021,394 

1,072,013 

147,956 

!H,iii 

191 

288 

185 

139 

Peoples  Gas  (Sept) 

ft  *-\  "i  r   ^  ft  o 

2,336,193 

i   1  ft  ft  nctc 

1,192,885 

891,576 

112,988 

»M5J 

335 

107 

74 

103 

PepsiCo  (Dec) 

1,541,650 

2,727,455 

1,953,520 

136,033 

HI  I  i 

■ 

■ 

417 

■ 

Perkin-Elmer  (July) 

277,618 

349,341 

392,763 

20,524 

■ 

344 

■ 

■ 

Pet  (Mar) 

475,102 

1,010,589 

194,481 

23,676 

8853 

■ 

■ 

329 

477 

Petrie  Stores  (Jan) 

155,797 

333,632 

530,765 

35,026 

36,97£ 

■ 

482 

■ 

■ 

Petrolane  (Sept) 

298,071 

637,237 

244,514 

O O  AAO 

32,008 

11315 

220 

168 

67 

78 

Pfizer  (Dec) 

O  1  Tl  ri  A 

2,172,510 

1  oot  cm 

1,887,507 

i  ftfti"  't  oft 

2,063,329 

1  r ft  ftftft 

159,928 

JIMS 

288 

370 

200 

411 

Phelps  Dodge  (Dec) 

1,773,795 

A  A  O  OAT 

942,367 

OCA  AAC 

850,905 

42,579 

01 103 

31V"0 

92 

279 

116 

76 

Philadelphia  Electric  (Dec) 

4,217,416 

1,224,141 

1    OOO  OAO 

1,238,863 

164,618 

86 

■ 

■ 

■ 

Philadelphia  National  Corp  (Dec) 

4,318,419 

314,407 

200,928 

28,076 

33.5W 

119 

85 

39 

44 

Philip  Morris  (Dec) 

o  coo  onn 

3,582,209 

O   1  O  A    A  AA 

3,134,496 

1  1*71  OOO 

3,673,322 

265,675 

75 

34 

23 

22 

Phillips  Petroleum  (Dec) 

c  aao  jiao 

5,068,463 

C  £  A  "7  C1C 

5,697,516 

C  AAO  1  AA 

5,062,199 

411,656 

IH  MS 

■ 

239 

268 

425 

ft  "  1 1  _  1  „    /  ft  ■  V 

Pillsbury  (May) 

oo  i  -too 

881,738 

1     A  ft  1    ft  —t  ~t 

1,421,937 

ft  ftft  ft  ft  o 

663,922 

41,595 

■ 

466 

448 

Pioneer  (Dec) 

O  OO  1  oo 

383,182 

455,520 

ft  1  **I  Oft/* 

337,306 

38,034 

■ 

■ 

433 

■ 

Pioneer  Hi-Bred  International  (Aug) 

151,672 

212,458 

376,992 

29,076 

33,213 

131 

■ 

■ 

■ 

Pittsburgh  National  Corp  (Dec) 

O  OAO   A  O  1 

3,363,431 

o»n  -jo  o 

237,792 

255,234 

29,905 

■ 

241 

107 

94 

in* x*.   a  / r*    _  \ 

Pittston  (Dec) 

951,121 

1,415,451 

1    OAT  A  OA 

1,307,420 

146,372 

IM?!( 

■ 

368 

113 

226 

Polaroid  (Dec) 

ft  A  ft  r  i  r~ 

949,616 

AC  A  AOO 

950,032 

1    OTT  OOO 

1,277,238 

79,690 

unci 
ln,oDl 

424 

■ 

421 

347 

Portland  General  Electric  (Dec) 

1  oao  noo 

1,202,982 

on  -tot 

217,787 

OOO  O  A  O 

388,348 

CO  A01 

■ 

493 

328 

379 

Potlatch  (Dec) 

571,095 

624,056 

534,914 

47,714 

14.35S 

271 

■ 

337 

234 

Potomac  Electric  Power  (Dec) 

i  one  no 

1,845,378 

549,9/1 

CI  C  Cf\Q 

51b,  boy 

7C  QCQ 

/b,3bo 

111 71/1 

242 

137 

120 

88 

PPG  Industries  (Dec) 

O  AOO  OAA 

2,033,200 

O  OCJI  OA. A 

2,254,800 

1    IOC  OOA 

i,i9b,920 

1 c  1  enn 
131, DUU 

95 

26 

10 

25 

Procter  &  Gamble  (June) 

A    1  AO  AAA 

4,102,996 

A  C  1  O  "TOO 

6,512,728 

T  TOO  OAO 

7,732,302 

41)1,1)38 

dine 

336 

390 

469 

392 

Provident  Life  &  Accident  (Dec) 

1  coo  on 

1,538,277 

OAT  OOA 

867,880 

334,696 

a  c  ncc 
4b,Ubb 

260 

■ 

■ 

■ 

Provident  National  Corp  (Dec) 

1,917,645 

159,877 

88,384 

10,623 

21,135 

356 

■ 

383 

323 

Public  Service  Company  of  Colorado  (Dec) 

1,465,543 

COJl  ooc 

524,225 

A  A  o  cin 
44z,blU 

CC  OAO 

359 

■ 

247 

241 

Public  Service  Company  of  Indiana  (Dec) 

1,457,654 

OAT  TJlO 

397,742 

710  OCO 

/18,9bo 

7£  (\1A 

80 

172 

102 

58 

Public  Service  Electric  &  Gas  (Dec) 

A  T  A  O  TOO 

4,748,782 

1  OCO  coc 

I,ob9,5o5 

l  one  AAO 

1,00b, 448 

110  fin] 

■ 

152 

455 

■ 

Pullman  (Dec) 

951,821 

O  AAA  OT1 

2,069,271 

Oil  "7  077 
34/,3// 

OA  OAA 

oo,juy 

t4,/0U 

■ 

230 

324 

341 

Quaker  Oats  (June) 

854,947 

1,473,052 

542,068 

53,093 

ms 

■ 

■ 

454 

■ 

Quaker  State  Oil  Refining  (Dec) 

oco  cno 

353,508 

A  OO  AC  A 

432,9b4 

0/17  700 

*?C,  1AQ 

£7  CI  rt 

143 

■ 

■ 

■ 

Rainier  Bancorporation  (Dec) 

O  AC  A  OCr? 

3,054,856 

OOI  AAA 

221,666 

1  ac  oeo 

145,  6d6 

9 1  A  1  A 

/0,l/( 

331 

76 

77 

118 

Ralston  Purina  (Sept) 

1,556,300 

ft  1AO  OAA 

3,393,800 

1    OAO  OOA 

l,oyo,2o0 

IOC  AAA 

izo,yuu 

350 

157 

■ 

■ 

Rapid-American  (Jan) 

1,480,471 

Z,UUb,88U 

OC  OOA 

11110 

341 

127 

176 

214 

Raytheon  (Dec) 

1,511,257 

2,462,770 

928,131 

85,242 

141,363 

108 

41 

70 

68 

RCA  (Dec) 

3,835,800 

5,328,500 

2,006,407 

177,400 

All 

■ 

472 

407 

417 

r-*      i  -                  _    »*1       -  *  -*  ■■      '  ft,  _  A  \ 

Reliance  Electric  (Oct) 

454,473 

CCA  f\Cti 

bo4,0b5 

Alt  C\A  £ 
411, U40 

M,BS8 

300 

354 

■ 

■ 

Reliance  Group  (Dec) 

1,718,373 

noc  coji 

985,584 

1 1  o  A  on 
118,481) 

on  nc 
ZU,lo3 

M.51S 

250 

■ 

■ 

■ 

Republic  New  York  Corp  (Dec) 

1    ft  A  A  COO 

1,949,528 

1  A  i  on 

141,341 

oa  noo 

84, uy/ 

1  fi  r,R9 
10,JO£ 

",513 

58 

■ 

427 

389 

Republic  of  Texas  Corp  (Dec) 

f  coi  one 

6,521,265 

oto  fine 

362,906 

OQ1  C77 

J81,b/ / 

AC  907 
40, ^U/ 

192 

120 

331 

272 

Republic  Steel  (Dec) 

2,333,111 

2,545,645 

529,993 

65,869 

185,333 

■ 

228 

■ 

■ 

Reserve  Oil  &  Gas  (Dec) 

381,301 

1,473,996 

236,835 

15,064 

34,370 

■ 

■ 

452 

■ 

Revco  D  S  (May) 

195,704 

553,702 

350,024 

19,103 

as 

■ 

365 

103 

222 

Revlon  (Dec) 

873,641 

955,600 

1,333,691 

81,473 

96.72S 

■ 

484 

■ 

467 

Rexnord  (Oct) 

425,681 

634,901 

257,060 

36,241 

45,18/ 

88 

56 

47 

31 

R  J  Reynolds  Industries  (Dec) 

4,276,761 

4,291,149 

3,136,650 

353,893 

S»,52S 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 

'•y.  bonus,  i 
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lessoster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1976 

 A  

Earnings 


Before 

Market 

Number  of 

His  Total 

Rank 

lit 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration! 

Among  798 

00) 

$000) 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

($) 

Others 

Sf 

'14.136 

4.32 

1.31 

33V4 

Houston,  Tex 

9.5 

J  Hugh  Liedtke 

317,838 

247 

388 

?16,859 

6.21 

3.00 

48i/2 

Chicago,  III 

6.5 

Robert  M  Drevs 

235,417 

405 

033 

197,229 

5.56 

1.90 

79% 

Purchase,  NY 

54.0 

Donald  M  Kendall 

464,620 

69 

524 

26,932 

1.09 

0.30 

21 

Norwalk,  Conn 

9.6 

Chester  W  Nimitz  ir 

198,968 

488 

676 

39,853 

3.59 

1.55 

311/2 

St  Louis,  Mo 

17.3 

Boyd  F  Schenk 

240,625 

392 

026 

36,978 

4.96 

2.00 

75V2 

Secaucus,  NJ 

6.0 

Milton  J  Petrie 

125,000 

691 

00! 

47,315 

3.20 

0.63 

25% 

Long  Beach,  Cal 

7.5 

Rudolph  J  Munzer 

241,350 

388 

928 

!18,928 

2.28 

0.86 

29% 

New  York,  NY 

40.1 

Edmund  T  Pratt  Jr 

375,899 

160 

579 

91,708 

2.07 

2.20 

41i/4 

New  York,  NY 

14.7 

George  B  Munroe 

237,526 

401 

518 

'.62,598 

1.91 

1.64 

17% 

Philadelphia,  Pa 

9.5 

Robert  F  Gilkeson 

160,480 

589 

076 

33,590 

4.82 

2.10 

341/2 

Philadelphia,  Pa 

4.5 

G  Morris  Dorrance  Jr 

159,657 

592 

675 

133,338 

4.47 

1.08 

61% 

New  York,  NY 

51.0 

Joseph  F  Cullman  3rd 

469,429 

65 

656 

15,646 

5.39 

1.75 

66% 

Bartlesville,  Okla 

27.8 

William  F  Martin 

347,917 

210 

5S5 

78,556 

2.73 

1.04 

41% 

Minneapolis,  Minn 

37.6 

William  H  Spoor 

320,000 

246 

034 

66,158 

4.09 

1.21 

36i/4 

Amarillo,  Tex 

2.4 

K  Bert  Watson 

132,527 

666 

076 

33,213 

1.85 

0.52 

24 

Des  Moines,  Iowa 

1.7 

Dr  William  L  Brown 

124,666 

694 

305 

34,204 

4.95 

1.78 

42 

Pittsburgh,  Pa 

3.2 

Merle  E  Gilliand 

182,552 

529 

372 

88,235 

3.91 

0.97 

34% 

Greenwich,  Conn 

17.6 

Nicholas  T  Camicia 

458,640 

74 

630 

17,961 

2.43 

0.41 

38% 

Cambridge,  Mass 

14.5 

Edwin  H  Land 

320,300 

245 

B 

76,729 

2.27 

1.63 

20% 

Portland,  Ore 

2.3 

Frank  M  Warren 

110,528 

730 

114 

74,356 

3.17 

0.78 

351/2 

San  Francisco,  Cal 

10.1 

Richard  B  Madden 

353,188 

197 

963 

31,740 

1.72 

1.16 

14% 

Washington,  DC 

4.5 

W  Reid  Thompson 

161,467 

587 

500 

39,900 

7.28 

2.00 

571/2 

Pittsburgh,  Pa 

36.3 

Robinson  F  Barker 

428,130 

100 

998 

13,136 

4.86 

2.15 

93% 

Cincinnati,  Ohio 

52.2 

Edward  G  Harness 

572,000 

30 

066 

49,021 

4.68 

0.74 

34 

Chattanooga,  Tenn 

2.6 

Henry  C  Unruh 

132,000 

670 

623 

21,135 

2.51 

1.78 

231/2 

Philadelphia,  Pa 

2.3 

Roger  S  Hillas 

115,000 

720 

192 

03,638 

1.96 

1.34 

19 

Denver,  Colo 

5.7 

Robert  T  Person 

135,923 

657 

,034  1 

17,499 

3.01 

1.89 

31% 

Plainfield,  Ind 

3.7 

Carroll  H  Blanchar 

157,350 

598 

21 

39,857 

2.79 

1.78 

23 

Newark,  NJ 

13.3 

Robert  1  Smith 

157,500 

597 

IDS 

44,780 

2.77 

1.23 

313/4 

Chicago,  III 

29.0 

Samuel  B  Casey  Jr 

236,004 

404 

I 

87,925 

2.31 

0.86 

26% 

Chicago,  III 

23.9 

Robert  D  Stuart  Jr 

305,011 

264 

47,610 

1.46 

0.78 

193/4 

Oil  City,  Pa 

4.5 

Quentin  E  Wood 

164,779 

576 

26,176 

2.88 

0.63 

19% 

Seattle,  Wash 

4.1 

G  Robert  Truex  Jr 

175,000 

550 

900  1 

82,500 

1.18 

0.33 

173/4 

St  Louis,  Mo 

59.0 

R  Hal  Dean 

375,000 

162 

94t 

33,289 

1.54 

none 

4% 

New  York,  NY 

53.0 

Meshulam  Riklis 

425,000* 

104 

:;: 

41,363 

5.58 

1.10 

6O1/2 

Lexington,  Mass 

53.0 

Thomas  L  Phillips 

353,129 

198 

.400 

77,600 

2.30 

1.00 

26% 

New  York,  NY 

110.0 

Edgar  H  Griffiths 

377,050 

159 

,130 

55,098 

3.60 

1.03 

33i/2 

Cleveland,  Ohio 

19.5 

B  Charles  Ames 

224,166 

431 

,135 

63,516 

1.75 

none 

20 

New  York,  NY 

9.0 

Saul  Steinberg 

252,100 

362 

56! 

17,519 

5.30 

0.88 

26% 

New  York,  NY 

0.8 

Peter  White 

87,378 

775 

52,432 

4.06 

1.08 

331/4 

Dallas,  Tex 

3.2 

James  W  Aston 

231,509 

410 

J6J 

69,339 

4.07 

1.60 

323/4 

Cleveland,  Ohio 

39.6 

William  J  De  Lancey 

293,453 

278 

,564 

34,370 

1.15 

0.16 

18% 

Los  Angeles,  Cal 

2.0 

John  R  McMillan 

191,226 

499 

103 

24,258 

1.49 

0.22 

263/4 

Twinsburg,  Ohio 

10.1 

Sidney  Dworkin 

316,000 

249 

,473 

96,728 

2.68 

0.78 

44% 

New  York,  NY 

21.5 

Michel  C  Bergerac 

738,694 

8 

241 

49,167 

4.82 

1.26 

341/2 

Milwaukee,  Wise 

14.9 

William  C  Messinger 

270,283 

322 

:;: 

27,526 

7.48 

3.13 

67% 

Winston-Salem,  NC 

37.3 

Colin  Stokes 

465,000 

68 

iry,  bonus,  director's  fees 

and  deferred  compensation;  excludes  stock  options. 

*  Estimated. 
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The  Dimensions  of  American  Busines 


WHERE  THEY  RANK:  1976 

 *   Market  Value 


Market     Net  Assets  Sales  of  Common        Net  Profits 

Assets     Sales     Value     Profits  Company  (and  fiscal  year  end)  ($000)  ($000)  ($000)  ($000) 


189 

150 

256 

240 

Reynolds  Metals  (Dec) 

2,341,864 

2,084,414 

690,280 

75,065 

■ 

432 

300 

369 

Richardson-Merrell  (June) 

614,251 

745,877 

599,100 

48,376 

346 

■ 

■ 

■ 

Richmond  Corp  (Dec) 

1,502,641 

370,667 

282,274 

31,489 

307 

■ 

■ 

■ 

Riggs  National  Bank  of  Washington  DC  (Dec) 

1,698,809 

109,874 

93,440 

13,226 

■ 

■ 

177 

409 

Roadway  Express  (Dec) 

320,100 

613,703 

920,160 

42,910 

■ 

■ 

488 

■ 

m    mm    r\     t    -            S9M     _  % 

A  H  Robins  (Dec) 

262,668 

284,925 

313,524 

31,355 

■ 

■ 

■ 

495 

Rochester  Gas  &  Electric  (Dec) 

721,080 

308,227 

225,898 

33,089 

151 

44 

154 

120 

Rockwell  International  (Sept) 

2,888,600 

5,195,000 

997,223 

123,400 

469 

335 

293 

■ 

Rohm  &  Haas  (Dec) 

1,085,227 

1,053,098 

616,320 

-11,777 

■ 

■ 

481 

■ 

Rollins  Inc  (June) 

163,131 

227,069 

323,323 

22,361 

■ 

440 

■ 

■ 

Ryder  System  (Dec) 

718,006 

727,170 

189,075 

26,816 

308 

417 

289 

257 

Safeco  (Dec) 

1,692,422 

783,359 

625,920 

69,995 

304 

15 

108 

159 

Safeway  Stores  (Dec) 

1,708,946 

10,442,531 

1,302,498 

105,563 

■ 

420 

186 

263 

St  Joe  Minerals  (Dec) 

659,328 

778,331 

888,001 

68,748 

178 

286 

234 

205 

St  Paul  Companies  (Dec) 

2,532,786 

1,194,205 

754,884 

88,895 

347 

200 

179 

195 

St  Regis  Paper  (Dec) 

1,489,249 

1,642,132 

913,636 

91,260 

428 

0 

■ 

355 

San  Diego  Gas  &  Electric  (Dec) 

1,186,879 

447,653 

281,985 

50,457 

146 

208 

144 

127 

Santa  Fe  Industries  (Dec) 

2,997,430 

1,594,026 

1,035,374 

120,461 

■ 

■ 

390 

383 

Santa  Fe  International  (Dec) 

636,758 

431,262 

434,734 

46,811 

■ 

387 

53 

81 

Schering-Plough  (Dec) 

949,072 

871,537 

2,420,259 

157,094 

■ 

351 

334 

359 

Jos  Schlitz  Brewing  (Dec) 

737,843 

999,996 

526,767 

49,947 

247 

184 

21 

39 

Schlumberger  Limited  (Dec) 

1,995,068 

%    rt  1  A  ATA 

1,810,358 

5,521,067 

293,162 

■ 

259 

■ 

■ 

SCM  (June) 

740,090 

1,331,897 

199,600 

30.395 

■ 

497 

■ 

■ 

SC0A  Industries  (Jan) 

155,916 

620,421 

48,314 

10,319 

■ 

416 

■ 

■ 

Scot  Lad  Foods  (June) 

125,611 

788,393 

24,088 

1,230 

364 

248 

219 

245 

Scott  Paper  (Dec) 

1,447,397 

1,373,770 

AAI    AA  C 

801,095 

73,153 

164 

216 

349 

215 

Seaboard  Coast  Line  Industries  (Dec) 

2,775,391 

1,550,150 

495,074 

84,954 

69 

■ 

497 

465 

Seafirst  (Dec) 

5,309,590 

365,253 

306,000 

36,366 

490 

424 

257 

292 

G  D  Searle  (Dec) 

1,013,514 

761,375 

687,409 

61,519 

15 

8 

7 

13 

tfSears,  Roebuck  &  Co  (Jan) 

18,856,694 

18,831,875 

11,005,914 

686,513 

493 

■ 

■ 

■ 

Security  New  York  State  Corp  (Dec) 

1,005,722 

77,617 

21,746 

0,01b 

21 

291 

315 

238 

Security  Pacific  Corp  (Dec) 

16,400,732 

1,178,536 

567,432 

/b.oYo 

■ 

■ 

■ 

396 

Sedco  (June) 

588,297 

aai  oon 

331,329 

AA  1A1 
44,04/ 

■ 

■ 

461 

■ 

Seven-Up  (Dec) 

131,242 

233,283 

340,360 

24,751 

183 

■ 

■ 

■ 

Shawmut  Corp  (Dec) 

2,419,121 

166,521 

45,348 

5,916 

43 

16 

19 

12 

Shell  Oil  (Dec) 

7,836,516 

rt    AAA    fir  A 

9,229,950 

D,5/3,dU8 

/ID, OOO 

■ 

367 

■ 

■ 

Sherwin-Williams  (Aug) 

587,326 

951,984 

1Q  JOj; 

ICO 

268 

125 

374 

279 

Signal  Companies  (Dec) 

1    OCf\  MAO 

1,869,442 

4DD,J/D 

324 

146 

470 

302 

Singer  (Dec) 

1,589,000 

2,125,479 

OOO  OA7 

■ 

418 

■ 

■ 

Skaggs  Companies  (Dec) 

185,814 

782,444 

181,454 

17,019 

■ 

499 

■ 

■ 

A  0  Smith  (Dec) 

349,507 

619,467 

77,708 

17,202 

■ 

■ 

430 

462 

Smith  International  (Dec) 

295,116 

308,339 

380,120 

36,764 

■ 

470 

123 

249 

SmithKline  Corp  (Dec) 

666,672 

673,501 

1,184,354 

72,027 

■ 

■ 

473 

■ 

Snap-On  Tools  (Dec) 

168,424 

212,170 

329,265 

19,109 

261 

■ 

■ 

■ 

Society  Corp  (Dec) 

1,910,997 

136,080 

58,973 

11,884 

440 

■ 

459 

399 

South  Carolina  Electric  &  Gas  (Dec) 

1,171,630 

349,836 

345,534 

43,816 

496 

■ 

■ 

■ 

South  Carolina  National  Corp  (Dec) 

1,000,189 

85,386 

70,034 

8,856 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 
tt  Figures  include  unconsolidated  subsidiaries. 
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oster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1976 


Earnings 


Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration}: 

Among  798 

Items 

1/1  VlUcfSUb 

\UCb.  01/ 

(000) 

Chief  Executive 

Will  vl    L-AWU  11  lv 

(%) 

Others 

146,612 

4.16 

1.10 

40 

Richmond,  Va 

35.0 

David  P  Reynolds 

238,495 

399 

62,064 

2.05 

0.67 

25% 

Wilton,  Conn 

14.6 

John  S  Scott 

195,131 

492 

35,934 

2.38 

0.80 

21V2 

Richmond,  Va 

7.0 

Warren  M  Pace 

122,917 

696 

14,200 

4.45 

2.20 

313/4 

Washington,  DC 

2.0 

Vincent  C  Burke  Jr 

122,230 

697 

9  in 

n  in 

U.*tU 

Akrnn  Ohio 

17.2 

lohn  L  Tnrmev 

JUIIII    1_    IUI  NIC  J 

621  566 

22 

37,431 

1.20 

0.30 

12 

Richmond,  Va 

5.4 

William  L  Zimmer  III 

171,316 

561 

52,168 

2.30 

1.23 

193/8 

Rochester,  NY 

2.6 

Francis  E  Drake  Jr 

135,000 

661 

242,000 

3.62 

2.00 

303/4 

Pittsburgh,  Pa 

119.1 

Robert  Anderson 

524,920 

37 

44,376 

-0.92 

1.28 

48 

Philadelphia,  Pa 

14.1 

Vincent  L  Gregory  Jr 

206,225 

463 

1  fi7 

0  3S 

cl  /8 

Atlanta  Ga 

11.8 

O  Wavne  RnlliiK 

250  000 

367 

i  108,799 

1.86 

0.05 

133/4 

Miami,  Fla 

12.5 

Leslie  0  Barnes 

449,783 

81 

i  80,214 

5.36 

1.10 

48 

Seattle,  Wash 

8.3 

Gordon  H  Sweany 

184,930 

524 

201,814 

4.07 

2.05 

50% 

Oakland,  Cal 

133.0 

William  S  Mitchell 

275,000 

314 

ii  108,691 

3.25 

1.28 

41% 

New  York,  NY 

13.5 

John  C  Duncan 

306,100 

261 

i  90  874 

4  ?4 

0  74 

36 

Qf  Paul  Minn 

OL  1  QUI,  ITIIIIII 

8.3 

Carl  B  Drake  Ir 

267  650 

329 

148,472 

3.82 

1.55 

38% 

New  York,  NY 

28.0 

George  J  Kneeland 

326,667 

236 

:  80,724 

2.14 

1.20 

14% 

San  Diego,  Cal 

3.9 

Robert  E  Morris 

87,120 

776 

!  214,317 

4.61 

1.85 

39V2 

Chicago,  III 

36.1 

John  S  Reed 

230,000 

415 

'  91,912 

4.88 

0.30 

45% 

Orange,  Cal 

7.5 

Edfred  L  Shannon  Jr 

277,175 

312 

>177  436 

?  91 

0.94 

443/ 

Kpnilwnrth  Nl 

iwllllrtUI  III,  llj 

IB  7 

Willibald  H  Cam  en 

5?4  000 

39 

\  81,867 

1.72 

0.68 

18% 

Milwaukee,  Wise 

8.1 

Eugene  B  Peters 

204,300 

469 

(125,528 

3.41 

0.53 

64% 

New  York,  NY 

44.9 

Jean  Riboud 

413,500 

112 

)  68,563 

3.30 

0.75 

213/4 

New  York,  NY 

27.1 

Paul  H  Elicker 

322,245 

241 

16,332 

3.07 

0.73 

143/g 

Columbus,  Ohio 

12.0 

Herbert  H  Schiff 

250,000 

367 

:  6,367 

0.29 

0.36 

5% 

1  flnsinp  III 

l_Q  1 1  Ol  1  Ig,  III 

4.4 

Walter  R  Schaub 

iiiiiivi    ■«  wvimuw 

111,825 

728 

!139,138 

2.01 

0.72 

203/4 

Philadelphia,  Pa 

20.6 

Charles  D  Dickey  Jr 

204,532 

468 

144,158 

5.84 

1.65 

34 

Jacksonville,  Fla 

37.2 

W  Thomas  Rice 

243,330 

381 

|  42,602 

4.04 

1.12 

34 

Seattle,  Wash 

6.5 

William  M  Jenkins 

205,432 

465 

i  81,728 

1.18 

0.52 

13% 

Skokie,  III 

21.0 

#  Daniel  C  Searle 

180,776 

535 

563,969 

4.32 

1.85 

69 

PhiraoFri  III 

433.0 

Arthur  M  Wood 

423  760 

106 

5,217 

1.55 

1.03 

14% 

Rochester,  NY 

1.7 

Arthur  M  Richardson 

85,950 

779 

94,091 

3.58 

1.40 

26% 

Los  Angeles,  Cal 

18.6 

Frederick  G  Larkin  Jr 

363,465 

178 

81,879 

4.34 

0.18 

29% 

Dallas,  Tex 

8.9 

#B  Gill  Clements 

119,350 

710 

i  28,015 

2.28 

1.13 

313/4 

St  Louis,  Mo 

1.6 

William  E  Winter 

165,452 

573 

8,722 

3.16 

1.60 

24% 

Boston,  Mass 

3.3 

D  Thomas  Trigg 

110,000 

731 

1)45,131 

10.11 

2.80 

78% 

Houston,  Tex 

32.2 

John  F  Bookout 

356,000 

193 

i  31,274 

3.22 

2.20 

41 

Cleveland,  Ohio 

20.5 

Walter  0  Spencer 

280,039 

303 

108,675 

3.14 

0.98 

25 

Beverly  Hills,  Cal 

42.3 

Forrest  N  Shumway 

314,173 

252 

:23,701 

3.18 

0.10 

20% 

New  York,  NY 

85.0 

Joseph  B  Flavin 

375,000 

162 

24,047 

2.18 

0.48 

223/4 

Salt  Lake  City,  Utah 

10.6 

Lennie  S  Skaggs 

73,705 

793 

29,906 

3.51 

0.70 

157/8 

Milwaukee,  Wise 

13.4 

Lloyd  B  Smith 

202,936 

475 

50,003 

3.95 

0.44 

40 

Newport  Beach,  Cal 

5.3 

#  Robert  L  Flynne 

187,500 

518 

85,646 

4.84 

2.00 

79% 

Philadelphia,  Pa 

14.2 

Robert  F  Dee 

313,602 

253 

23,661 

1.96 

0.65 

333/4 

Kenosha,  Wise 

4.9 

Norman  E  Lutz 

170,225 

562 

■  14,765 

6.16 

1.64 

35% 

Cleveland,  Ohio 

1.9 

J  Maurice  Struchen 

120,381 

704 

71,641 

1.97 

1.51 

19% 

Columbia,  SC 

2.7 

Arthur  M  Williams  Jr 

129,526 

678 

11,058 

2.50 

0.88 

19% 

Columbia,  SC 

2.8 

John  H  Lumpkin 

125,688 

688 

ary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options. 


#  New  CEO  in  1977. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1976 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

127 

■ 

■ 

■ 

Southeast  Banking  Corporation  (Dec) 

3,393,848 

258,418 

125,045 

13,062 

384 

■ 

■ 

■ 

Southern  Bancorporation  oT  Alabama  (Dec) 

1,370,283 

103,534 

103,854 

12,687 

76 

181 

118 

53 

Southern  California  Edison  (Dec) 

4,947,357 

1,816,784 

1,215,326 

221,722 

40 

140 

69 

62 

Southern  Company  (Dec) 

8,072,294 

2,206,251 

2,010,965 

197,813 

398 

465 

321 

229 

Southern  Natural  Resources  (Dec) 

1,311,986 

681,833 

548,216 

77,894 

409 

■ 

392 

336 

Southern  New  England  Telephone  (Dec) 

1,267,800 

530,127 

431,940 

53,457 

103 

169 

168 

145 

Southern  Pacific  (Dec) 

3,900,639 

1,883,095 

966,006 

109,550 

201 

339 

181 

203 

Southern  Railway  (Dec) 

2,303,518 

1,027,992 

905,324 

89,241 

■ 

148 

343 

435 

Southland  Corp  (Dec) 

626,460 

2,115,768 

503,577 

40,277 

■ 

■ 

341 

■ 

Southland  Royalty  (Dec) 

313,740 

127,975 

509,784 

27,077 

203 

■ 

■ 

■ 

Southwest  Bancshares  (Dec) 

2,291,906 

142,187 

138,889 

17,305 

310 

■ 

457 

■ 

Southwestern  Life  Corp  (Dec) 

1,664,858 

313,523 

346,723 

30,515 

■ 

■ 

460 

456 

Southwestern  Public  Service  (Aug) 

656,169 

233,493 

341,749 

37,476 

174 

82 

95 

95 

Sperry  Rand  (Mar) 

2,581,352 

3,202,556 

1,483,767 

145,294 

■ 

■ 

267 

397 

Square  D  (Dec) 

350,886 

528,849 

664,066 

44,272 

412 

283 

106 

149 

Squibb  Corp  (Dec) 

1,255,277 

1,214,509 

1,316,998 

108,160 

■ 

408 

■ 

454 

A  E  Staley  Manufacturing  (Sept) 

451,884 

819,390 

239,410 

37,651 

■ 

185 

203 

267 

Standard  Brands  (Dec) 

991,868 

1,809,964 

842,130 

67,587 

23 

7 

12 

9 

Standard  Oil  Calif  (Dec) 

13,765,397 

19,434,133 

6,972,829 

880,127 

29 

14 

8 

8 

Standard  Oil  Indiana  (Dec) 

11,213,198 

11,532,048 

8,747,226 

892,968 

60 

100 

48 

102 

Standard  Oil  Ohio  (Dec) 

6,260,218 

2,916,420 

2,959,480 

136,857 

256 

■ 

■ 

■ 

State  Street  Boston  Corp  (Dec) 

1,930,699 

146,135 

62,130 

6,896 

407 

319 

134 

138 

Stauffer  Chemical  (Dec) 

1,268,501 

1,100,000 

1,084,799 

113,016 

■ 

320 

155 

218 

Sterling  Drug  (Dec) 

839,849 

1,095,753 

994,598 

82,759 

■ 

240 

■ 

428 

J  P  Stevens  (Oct) 

825,236 

1,421,386 

227,643 

41,143 

■ 

227 

■ 

■ 

Stop  &  Shop  Companies  (Jan) 

314,122 

1,474,872 

61,473 

11,408 

■ 

281 

■ 

357 

Studebaker-Worthington  (Dec) 

826,310 

1,216,584 

263,652 

50,157 

276 

■ 

■ 

■ 

Sun  Banks  of  Florida  (Dec) 

1,826,208 

129,716 

105,432 

6,811 

70 

39 

66 

30 

Sun  Company  (Dec) 

1,835,573 

5,387,064 

2,068,236 

356,182 

■ 

366 

446 

490 

Sunbeam  (Mar) 

595,753 

953,772 

356,301 

33,536 

■ 

143 

■ 

■ 

Super  Valu  Stores  (Feb) 

266,509 

2,133,549 

215,898 

22,336 

■ 

■ 

173 

356 

Superior  Oil  (Dec) 

937,512 

441,461 

948,474 

50,397 

■ 

204 

■ 

■ 

Supermarkets  General  (Jan) 

338,405 

1,612,692 

60,863 

11,349 

■ 

■ 

496 

■ 

Tampa  Electric  (Dec) 

828,407 

301,364 

306,059 

31,183 

■ 

■ 

405 

498 

Tampax  (Dec) 

137,416 

150,756 

411,830 

32,903 

■ 

434 

276 

281 

Tandy  (June) 

403,722 

741,722 

649,441 

64,281 

■ 

■ 

■ 

478 

Tecumseh  Products  (Dec) 

273,287 

573,825 

270,765 

34,975 

■ 

■ 

297 

■ 

Tektronix  (May) 

344,860 

366,645 

604,102 

30,089 

179 

113 

221 

100 

ffTeledyne  (Dec) 

2,504,694 

2,641,226 

793,585 

141,753 

48 

29 

46 

26 

Tenneco  (Dec) 

7,177,117 

6,389,206 

3,163,440 

383,492 

337 

■ 

■ 

■ 

Tennessee  Valley  Bancorp  (Dec) 

1,529,367 

119,279 

64,730 

8,083 

■ 

329 

■ 

■ 

Tesoro  Petroleum  (Sept) 

736,428 

1,070,102 

195,888 

28,799 

17 

5 

11 

10 

Texaco  (Dec) 

18,193,818 

26,451,851 

7,532,599 

869,731 

254 

■ 

■ 

■ 

Texas  American  Bancshares  (Dec) 

1,933,694 

114,241 

87,040 

13,068 

73 

■ 

376 

436 

Texas  Commerce  Bancshares  (Dec) 

5,196,231 

303,205 

449,640 

40,046 

149 

217 

156 

150 

Texas  Eastern  (Dec) 

2,906,344 

1,546,701 

994,366 

107,049 

483 

379 

367 

304 

Texas  Gas  Transmission  (Dec) 

1,027,497 

900,645 

467,260 

59,785 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 
ft  Figures  include  unconsolidated  subsidiaries. 
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Foster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1976 


earnings 

i  Cash 

Rpfnrp 

UCIUIv 

Market 

i*i  a  i  net 

Number  of 

His  Total 

Rank 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration! 

Among  798 

($000) 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

($) 

Others 

18,285 

1.12 

0.49 

11% 

Miami,  Fla 

4.9 

Harry  H  Bassett 

177,946 

547 

15,767 

1.74 

0.61 

14% 

Birmingham,  Aia 

2.0 

Guy  H  Caffey  Jr 

125,012 

690 

346,524 

3.70 

1.68 

22% 

Rosemead,  Cal 

13.0 

Jack  K  Horton 

211,585 

451 

i  401,040 

1.65 

1.42 

16% 

Atlanta,  Ga 

22.4 

Alvin  W  Vogtle  Jr 

201,100 

476 

141,075 

7.67 

1.75 

54% 

Birmingham,  Ala 

5.5 

John  S  Shaw  Jr 

252,266 

361 

130,847 

4.38 

3.00 

39% 

New  Haven,  Conn 

12.8 

Alfred  W  Van  Sinderen 

135,728 

658 

242,475 

4.10 

2.24 

35% 

San  Francisco,  Cal 

43.9 

Benjamin  F  Biaggini 

264,034 

336 

156,937 

5.85 

2.27 

62 

Washington,  DC 

20.8 

#W  Graham  ClaytorJr 

252,703 

360 

76,321 

2.16 

0.46 

27 

Dallas,  Tex 

31.0 

John  P  Thompson 

325,314 

239 

46,169 

2.28 

0.62 

42% 

Fort  Worth,  Tex 

0.2 

1  Jon  Brumley 

114,400 

723 

21,082 

2.84 

0.96 

22  3/4 

Houston,  Tex 

2.0 

John  T  Cater 

152,766 

607 

30,768 

1.97 

0.67 

223/8 

Dallas,  Tex 

1.0 

William  H  Seay 

179,576 

543 

52,911 

1.54 

1.01 

15% 

Amarillo,  Tex 

2.0 

Roy  Tolk 

104,933 

744 

291,373 

4.19 

0.84 

423/4 

New  York,  NY 

87.1 

J  Paul  Lyet 

419,819 

110 

52,825 

1.86 

1.10 

27% 

Park  Ridge,  III 

17.5 

Mitchell  P  Kartalia 

294,999 

275 

133,569 

2.40 

0.92 

29% 

New  York,  NY 

34.0 

Richard  M  Furlaud 

413,803 

111 

51,956 

3.50 

1.00 

21% 

Decatur,  III 

4.0 

Donald  E  Nordlund 

240,000 

394 

91,452 

2.42 

1.21 

3oy4 

New  York,  NY 

21.2 

F  Ross  Johnson 

249,167 

372 

j.434,612 

5.18 

2.15 

41 

San  Francisco,  Cal 

38.4 

Harold  J  Haynes 

484,725 

58 

,584,950 

6.09 

2.30 

59% 

Chicago,  III 

45.4 

John  E  Swearingen 

528,450 

35 

226,959 

3.55 

1.36 

763/4 

Cleveland,  Ohio 

21.1 

Charles  E  Spahr 

466,466 

67 

10,127 

3.02 

2.40 

27i/4 

Boston,  Mass 

2.9 

William  S  Edgerly 

120,000 

705 

158,506 

5.20 

1.36 

493/4 

Westport,  Conn 

13.0 

H  Barclay  Morley 

313,404 

254 

98,965 

1.39 

0.70 

163/4 

New  York,  NY 

27.8 

W  Clarke  Wescoe 

246,170 

377 

75,377 

3.53 

1.10 

»% 

New  York,  NY 

45.8 

James  D  Finley 

378,305 

155 

28,263 

2.88 

0.97 

15% 

Boston,  Mass 

25.0 

Sidney  R  Rabb 

222,950 

433 

71,471 

8.69 

0.99 

43% 

New  York,  NY 

23.3 

Derald  H  Ruttenberg 

799,304 

7 

9,351 

0.69 

0.60 

10% 

Orlando,  Fla 

3.1 

Richard  F  Livingston 

82,750 

782 

632,877 

7.33 

1.61 

48i/4 

Radnor,  Pa 

32.5 

H  Robert  Sharbaugh 

398,073 

127 

51,324 

2.35 

1.04 

243/4 

Chicago,  III 

26.3 

Robert  P  Gwinn 

200,000 

481 

32,295 

2.51 

0.61 

24i/4 

Hopkins,  Minn 

10.3 

Jack  J  Crocker 

184,974 

523 

102,353 

12.58 

1.80 

237 

Houston,  Tex 

3.2 

Howard  B  Keck 

397,586 

128 

25,029 

1.35 

0.23 

7% 

Woodbridge,  NJ 

25.0 

Milton  Perlmutter 

178,200 

546 

54,891 

1.90 

1.10 

2OV4 

Tampa,  Fla 

2.3 

Hugh  L  Culbreath 

108,831 

736 

35,426 

2.92 

2.10 

36% 

Lake  Success,  NY 

2.5 

Thomas  F  Casey 

120,425 

703 

72,315 

3.55 

none 

421/. 

Fnrt  Worth  Tpx 

150 

Pharlpc  I)  Tanriv 

vllallCo  1/  EallUjr 

fiR8  443 

12 

43,275 

6.39 

3.15 

49% 

Tecumseh,  Mich 

8.3 

Kenneth  G  Herrick 

100,000 

755 

41,724 

1.72 

0.14 

34V4 

Beaverton,  Ore 

13.0 

Earl  Wantland 

115,038 

719 

195,163 

11.02 

none 

67% 

Los  Angeles,  Cal 

46.9 

Henry  E  Singleton 

350,000 

204 

736,092 

4.33 

1.82 

363/4 

Houston,  Tex 

82.1 

Wilton  E  Scott 

643,296 

16 

9,744 

2.06 

0.80 

16% 

Nashville,  Tenn 

1.7 

William  F  Earthman 

158,058 

593 

58,625 

1.94 

1.00 

16 

San  Antonio,  Tex 

4.4 

Robert  V  West  Jr 

261,600 

341 

533,618 

3.20 

2.00 

273/4 

New  York,  NY 

72.8 

Maurice  F  Granville 

660,828 

14 

17,325 

3.19 

0.72 

21% 

Fort  Worth,  Tex 

1.6 

Lewis  H  Bond 

151,293 

613 

44,423 

3.35 

1.00 

373/4 

Houston,  Tex 

3.5 

Ben  F  Love 

225,170 

428 

240,062 

4.40 

1.81 

40% 

Houston,  Tex 

5.0 

George  F  Kirby 

259,475 

346 

123,449 

5.72 

1.97 

47% 

Owensboro,  Ky 

11.3 

William  M  Elmer 

253,430 

359 

ilary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  # 

lew  CEO  in  1977. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1976 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

462 

198 

58 

183 

Texas  Instruments  (Dec) 

1,110,230 

1,658,607 

2,345,084 

97,420 

■ 

■ 

333 

374 

Texas  Oil  I  Gas  (Aug) 

533,849 

388,518 

529,038 

48,208 

105 

326 

92 

93 

Texas  Utilities  (Dec) 

3,878,180 

1,082,330 

1,522,500 

147,920 

382 

■ 

184 

287 

Texasgutf  (Dec) 

1,372,602 

480,540 

896,468 

62,914 

338 

116 

209 

126 

Textron  (Dec) 

1,523,135 

2,627,178 

823,295 

121,056 

367 

■ 

■ 

■ 

Third  National  Corp  (Dec) 

1,435,100 

102,032 

51,299 

5,767 

■ 

■ 

492 

■ 

Thomas  &  Betts  (Dec) 

114,316 

127,677 

309,523 

16,879 

432 

■ 

■ 

■ 

Tiger  International  (Dec) 

1,179,310 

430,620 

155,269 

20,389 

■ 

337 

235 

268 

Time  Inc  (Dec) 

865,750 

1,038,242 

750,878 

67,093 

■ 

361 

227 

258 

Times  Mirror  (Dec) 

730,094 

964,767 

775,997 

69,513 

■ 

385 

304 

297 

Timken  (Dec) 

716,212 

884,427 

591,957 

60,888 

■ 

■ 

493 

439 

Toledo  Edison  (Dec) 

904,524 

223,736 

308,990 

39,463 

■ 

395 

■ 

■ 

"Tosco  (Dec) 

451,067 

848,324 

83,167 

7,458 

372 

431 

413 

405 

Trans  Union  Corp  (Dec) 

1,412,944 

746,719 

396,386 

43,247 

265 

93 

■ 

460 

Trans  World  Airlines  (Dec) 

1,894,626 

2,970,453 

159,739 

36,833 

71 

106 

167 

137 

Transamerica  (Dec) 

5,209,561 

2,730,884 

968,774 

113,326 

251 

468 

389 

360 

Transco  Companies  (Dec) 

1,948,792 

678,537 

436,131 

49,491 

402 

■ 

■ 

■ 

Transohio  Financial  (Dec) 

1,287,439 

98,732 

35,438 

8,810 

26 

28 

90 

84 

Travelers  (Dec) 

13,369,697 

6,417,751 

1,580,507 

154,100 

277 

■ 

■ 

■ 

Trust  Company  of  Georgia  (Dec) 

1,824,829 

139,477 

107,415 

8,892 

267 

98 

151 

no 

TRW  (Dec) 

1,869,745 

2,929,014 

1,015,329 

133,063 

■ 

■ 

■ 

470 

Tucson  Gas  &  Electric  (Dec) 

715,399 

204,328 

288,300 

35,838 

■ 

459 

■ 

■ 

Turner  Construction  (Dec) 

102,582 

694,527 

24,610 

3,664 

154 

97 

271 

■ 

UAL  (Dec) 

2,865,217 

2,929,637 

660,668 

19,042 

91 

■ 

■ 

■ 

Union  Bancorp  (Dec) 

4,225,564 

255,065 

148,359 

14,576 

482 

348 

88 

130 

Union  Camp  (Dec) 

1,035,609 

1,002,983 

1,615,656 

118,609 

55 

30 

35 

21 

Union  Carbide  (Dec) 

6,621,600 

6,345,715 

3,823,071 

441,224 

339 

■ 

■ 

■ 

Union  Commerce  Corp  (Dec) 

1,517,878 

103,413 

26,876 

4,828 

196 

464 

277 

188 

Union  Electric  (Dec) 

2,316,039 

682,456 

646,286 

95,410 

90 

40 

59 

42 

Union  Oil  Company  of  California  (Dec) 

4,226,825 

5,350,693 

2,190,236 

268,815 

112 

154 

54 

64 

Union  Pacific  Corp  (Dec) 

3,693,746 

2,024,266 

2,411,313 

187,675 

491 

■ 

■ 

■ 

Union  Planters  Corp  (Dec) 

1,008,476 

64,523 

23,700 

-834 

314 

133 

■ 

■ 

Uniroyal  (Dec) 

1,633,655 

2,314,841 

255,679 

20,132 

348 

■ 

■ 

■ 

United  Bank  Corp  of  New  York  (Dec) 

1,488,507 

104,075 

134,467 

19.904 

345 

■ 

■ 

■ 

United  Banks  of  Colorado  (Dec) 

1,503,479 

114,814 

68,283 

9,769 

468 

136 

■ 

■ 

United  Brands  (Dec) 

1,085,268 

2,276,559 

113,841 

13,840 

■ 

303 

479 

342 

,s United  Energy  Resources  (Dec) 

827,584 

1,126,984 

325,413 

52,815 

245 

■ 

■ 

■ 

United  Financial  Corp  of  California  (Dec) 

2,009,965 

161,976 

73,728 

14,138 

239 

■ 

■ 

■ 

United  Jersey  Banks  (Dec) 

2,050,522 

138,141 

74,537 

8,333 

463 

322 

■ 

■ 

United  Merchants  &  Manufacturers  (June) 

1,109,623 

1,089,163 

68,011 

-19,854 

444 

■ 

■ 

■ 

United  Missouri  Bancshares  (Dec) 

1,161,806 

71,986 

61,165 

10,056 

134 

■ 

■ 

■ 

U  S  Bancorp  (Dec) 

3,271,166 

243,350 

262,845 

29,556 

190 

252 

182 

216 

U  S  Fidelity  &  Guaranty  (Dec) 

2,341,814 

1,353,782 

899,397 

83,997 

■ 

363 

385 

461 

United  States  Gypsum  (Dec) 

779,563 

962,872 

438,986 

36,817 

■ 

255 

■ 

■ 

U  S  Industries  (Dec) 

873,381 

1,346,743 

251,424 

28,055 

36 

17 

32 

23 

United  States  Steel  (Dec) 

9,167,943 

8,604,251 

4,089,749 

410,300 

170 

45 

148 

80 

United  Technologies  (Dec) 

2,626,405 

5,166,264 

1,024,901 

157,403 

i 
» 

& 

;:: 

i« 

JT 

1 

— ■ 

f 

13 

I 

to 

f 

UL 

■  1 

IS 

1 

I 

r 

12 

• 

it 

2S 

1. 

•J> 

W 

1 

W 

: 

19 

| 

11 

j 

IE 

7 

II 

1 

16 

1 

a 

• 

12 

1 

IF 

:•. 

?J5 

1M 

1 

11 

1 

m 

8  US 

41 

■ 

IS 

It 

2* 

1 

li 

:■ 

43 

11 

IS 

-US 
15 

\ 

35 

Sii 

Ul 

i 

■ 

2 

K 

5fi 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  IS.  1977. 


14)  Formerly  The  Oil  Shale  Corp. 

15)  Formerly  United  Gas  Pipe  Line. 


240 


FORBES,  MAY  15,  1977 


is  iter  of  the  U.S.'s  Biggest  Corporations 


PER  SHARE  DATA:  1976 


Earnings 
Before 


Market 


Number  of 


His  Total 


Rank 


Fvfranr.Hin.afV 

Price 

Corporate 

Employees 

Remuneration^ 

Among  798 

> 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

($) 

Others 

— 

20 

10 

4.25 

1.00 

1025/8 

Dallas,  Tex 

66.2 

Mark  Shepherd  Jr 

441,409 

8/ 

03 

87 

2.46 

0.25 

27 

Dallas,  Tex 

1  O 

1.3 

William  L  Hutchison 

ICC  1  AO 

155,192 

CAO 
600 

20 

06 

2.29 

1.30 

21% 

Dallas,  Tex 

10.4 

T  Louis  Austin  Jr 

158,037 

094 

14 

26 

2.05 

1.20 

29% 

Stamford,  Conn 

5.3 

Charles  F  Fogarty 

374,750 

164 

SS 

64 

3.23 

1.15 

27% 

Providence,  Rl 

64.2 

G  William  Miller 

383,334 

146 

— 

67 

04 

2.42 

1.00 

21% 

Nashville,  Tenn 

1.8 

Charles  J  Kane 

100,351 

7Cjl 

/o4 

19 

58 

2.20 

0.82 

40% 

Elizabeth,  NJ 

O  O 

2.3 

J  David  Parkinson 

1  7  J  C  1  4 

174,514 

CC7 

00/ 

89 

36 

1.61 

0.40 

12% 

Los  Angeles,  Cal 

4.5 

Wayne  M  Hoffman 

OAO  COO 

298,523 

07A 
2/0 

93 

79 

3.32 

1.08 

37 

New  York,  NY 

12.5 

Andrew  Heiskell 

352,069 

200 

13 

61 

2.05 

0.58 

23 

Los  Angeles,  Cal 

17.7 

Franklin  D  Murphy 

372,900 

165 

- 

188 

42 

5.45 

2.20 

53 

Canton,  Ohio 

22.9 

Herbert  E  Markley 

396,884 

1  OA 

129 

53 

27 

2.82 

2.12 

26V2 

Toledo,  Ohio 

O  A 

2.0 

John  r  Williamson 

me  7ni 

106,701 

7>in 
/40 

i 

44 

0.33 

none 

45/8 

Los  Angeles,  Cal 

O  M 

3.4 

Morton  M  Winston 

OOA  1  A  A 

320,344 

Oil  A 

244 

!47 

19 

4.01 

1.68 

36% 

Lincolnshire,  III 

10.6 

Jerome  W  Van  Gorkom 

350,361 

203 

33 

26 

2.51 

none 

11% 

New  York,  NY 

80.8 

#Charles  C  Tillinghast  Jr 

216,519 

445 

10 

1.73 

a  a 

0.63 

1  Jl  3/ 

14% 

■ 

San  Francisco,  Cal 

25.8 

John  R  Beckett 

OC1  CCA 
361,601) 

1  on 
180 

! 

15 

2.21 

0.83 

19% 

Houston,  Tex 

1  0 

1.8 

William  J  Bowen 

Oct  070 

261,3/Z 

04  0 

o42 

10 

26 

O  "71 

2.71 

a  oa 

0.20 

111/ 

11% 

Cleveland,  Ohio 

0.6 

Warner  B  Bishop 

1  07  At  1 

10/, 91  i 

CI  c 

olo 

JO 

3.51 

1.08 

36% 

Hartford,  Conn 

28.6 

Morrison  H  Beach 

256,252 

350 

S3; 

31 

2.05 

1.20 

24% 

Atlanta,  Ga 

2.9 

# Augustus  H  Sterne 

140,711 

640 

■  1 

17 

A  AC 

4.05 

1  oc 
1.00 

36% 

Cleveland,  Ohio 

0/.6 

Horace  A  Shepard 

iin  one 

419,890 

1  no 
109 

30 

1.80 

1  no 
1.02 

lSy2 

Tucson,  Ariz 

1  0 

1.2 

ineodore  M  weip 

7a  1  ni 
/9,101 

7QC 
/Bo 

1A 

O  A  C 

o.4o 

1  A  1 

1.41 

23 

New  York,  NY 

1  0 

1.3 

# Howard  S  Turner 

O  A  A  AAA 

240,000 

OQA 

o94 

34 

0.75 

0.60 

267, 

Elk  Grove  Township,  III 

65.0 

Edward  E  Carlson 

203,453 

473 

7  s 

11 

1.25 

0.84 

12%                Los  Angeles,  Cal 

3.4 

Harry  J  Volk 

200,454 

478 

scs 

A  07 

4.9/ 

1  cn 
l.bO 

66% 

Wayne,  NJ 

14.8 

Alexander  Calder  Jr 

077  onn 
O//.200 

1  CO 

108 

JO 

7  IK 
/.ID 

o  cn 
Z.OU 

61% 

New  York,  NY 

1101 
llo.l 

#r  rerry  Wilson 

iC7  701 

40/, /21 

7C 
ID 

i;s 

77 

1  f\A 

1.U4 

none 

7'/8 

Cleveland,  Ohio 

1  0 
l.Z 

Joseph  C  Coakley 

1  ja  7cn 
140, /OO 

COO 

bo9 

Hi 

11 

1.86 

1.34 

15% 

St  Louis,  Mo 

6.6 

Charles  J  Dougherty 

182,500 

530 

H5 

59 

7.42 

2.07 

59% 

Los  Angeles,  Cal 

15.7 

Fred  L  Hartley 

510,576 

45 

— 1 

30 

a  no 
4.02 

1  An 
1.411 

51% 

New  York,  NY 

21. 5 

Frank  t  Barnett 

ICQ  OCO 

4o9,2oo 

00 

11 
n 

n  oc 
—0.2b 

ft  nc 

7% 

Memphis,  Tenn 

1  A 

1.4 

William  M  Matthews  Jr 

1  Af\  1  CA 

140,100 

CA  1 

b41 

132 

LU 

ft  C7 

0.0/ 

n 

U.OU 

9% 

Middlebury,  Conn 

Ci  A 

54.0 

David  Beretta 

1  70  A1  7 

1/8,917 

545 

!M 

Jl 

3.41 

1  A  A 

1.44 

23y2 

Albany,  NY 

1.8 

Peter  D  Kiernan 

134,194 

662 

Iff. 

10 

2.94 

1.20 

20% 

Denver,  Colo 

2.3 

Neil  F  Roberts 

128,640 

683 

id 

:  0 

1  nfi 

1.0b 

none 

10% 

Boston,  Mass 

AO  1 

48.3 

#  Wallace  W  Booth 

OCA  AAA 

250,000 

367 

in 

A  CQ 
4.00 

117 
1.1/ 

27% 

Houston,  Tex 

Z.Z 

1  L1....U  But!  1. 

J  Hugh  Roff  Jr 

1  AA  C7C 
190,6/0 

C  AA 

500 

u 

0  on 

n  oa 

12 

San  Francisco,  Cal 

0.9 

Anthony  M  Frank 

1  in  171 
149,4/1 

COA 

620 

:1 

l.oo 

1  f\A 

1.04 

13% 

Princeton,  NJ 

0  c 

2.5 

Edward  A  Jesser  Jr 

145,450 

628 

JO 

—0.00 

u./u 

11% 

New  York,  NY 

017 

Martin  J  Schwab 

1  cn  nnn 
100,000 

bio 

18 

2.95 

0.79 

19% 

Kansas  City,  Mo 

1.6 

R  Crosby  Kemper 

96,495 

766 

'1 

3.32 

0.95 

29% 

Portland,  Ore 

4.7 

John  A  Elorriaga 

186,803 

519 

!6 

3.41 

1.65 

36% 

Baltimore,  Md 

8.4 

Williford  Gragg 

206,700 

462 

1 

14 

2.04 

1.60 

26% 

Chicago,  III 

19.2 

Graham  J  Morgan 

280,395 

302 

15!  | 

15 

0.76 

0.25 

8 

New  York,  NY 

32.0 

1  John  Billera 

260,943 

344 

4 

5.03 

2.12 

49% 

Pittsburgh,  Pa 

166.6 

Edgar  B  Speer 

438,000 

90 

••:  ! 

2 

5.05 

1.19 

38% 

Hartford,  Conn 

133.4 

Harry  J  Gray 

650,000 

15 

>nus,  director's  fees  and  deferred  compensation;  excludes  stock  options.       #  New  CEO  in  1977. 


The  Dimensions  of  American  Busin 


WHERE  THEY  RANK:  1976 


Assets  Sales 


Market  Net 
Value  Profits 


Company  (and  fiscal  year  end) 


Assets 
($000) 


Sales 
($000) 


Market  Value 
of  Common 
($000) 


Net  Pro 
($00(1 


166 
172 

■ 

■ 

228 


318 
■ 

453 
341 


157 


126 
438 


141 


230 
339 


United  Telecommunications  (Dec)  2,725,308  1,101,255  994,227 

United  Virginia  Bankshares  (Dec)  2,602,281  195,157  103,618 

Universal  Leaf  Tobacco  (June)  172,995  706,087  144,494 

Upjohn  (Dec)  959,300  1,025,536  1,139,947 

USLIFE(Dec)  2,109,086  475,555  365,126 


112.6 
13,7! 
17,91 
77,51 
53, 


437 
m 

132 
87 

237 


314 


335 


129 


290 
480 
■ 

75 


Utah  Power  &  Light  (Dec)  1,174,983  269,789  526,263  61,7' 

UV  Industries  (Dec)  488,190  508,323  143,168  34 

Valley  National  Bank  of  Arizona  (Dec)  3,325,342  235,595  189,401  18,5( 

Virginia  Electric  &  Power  (Dec)  4,315,316  1,104,076  1,124,912  166, 

Virginia  National  Bankshares  (Dec)  2,054,008  153,765  87,848  12,3 


83  K6 


71 


122 


352 


433 
293 


495 


459 


Vornado  (Jan)  404,190  990,389  31,706  14  241 

Vulcan  Materials  (Dec)  376,480  411,171  307,453  37,24 

Wachovia  Corp  (Dec)  3,560,040  253,622  240,513  30,6f 

Waldbaum  (Dec)  102,357  744,793  20,340  5,8C  li 

Walgreen  (Aug)  310,806  1,169,780  118,869  14,78 


■ 

257 
414 
340 
27 


405 
130 
486 
■ 

369 


51 


323 


293 
79 


283 


Warner  Communications  (Dec)  848,052  826,769  289,007  61,2! 

Warner-Lambert  (Dec)  1,929,924  2,349,198  2,449,684  159,6( 

Washington  National  Corp  (Dec)  1,244,636  631,314  121,699  18,05 

Weeden  Holding  Corp  (Sept)  1,515,528  53,727  18,623  5,42 

Wells  Fargo  (Dec)  12,968,664  947,797  544,266  63,5i|!S 


14 

438 
343 
68 


449 
244 


31 


245 
■ 

499 
91 


209 
■ 

486 
52 


West  Point-Pepperell  (Aug)  440,025  713,516  195,519 

Western  Bancorporation  (Dec)  19,672,193  1,392,765  721,523 

Western  Financial  (Dec)  1,173,280  88,359  16,150 

Western  Union  (Dec)  1,507,653  607,308  303,100 

Westinghouse  Electric  (Dec)  5,318,342  6,145,152  1,534,644 


26,88 
87,71 
14 

34,00 
223,21  J67 


113 


374 
403 
103 
372 


426 
332 
■ 

16 


373 
316 
■ 

35 


Westmoreland  Coal  (Dec)  237,427  438,802  381,920  48,23 

Westvaco  (Oct)  772,376  922,355  529,862  56,71 

Wetterau  (Mar)  142,483  832,335  103,442  9,92 

Weyerhaeuser  (Dec)  3,681,744  2,868,379  5,914,940  305,96  12! 

Wheeling-Pittsburgh  Steel  (Dec)  728,340  931,187  68,561  3,23 p 


373 


209 
273 
277 
■ 

448 

287 


159  239 
500  350 


Whirlpool  (Dec)  794,986  1,593,477  988,703  76,31 

White  Consolidated  Industries  (Dec)  815,782  1,248,060  302,209  51,53 

White  Motor  (Dec)  723,708  1,228,075  57,785  17,86  % 

Whitney  Holding  Corp  (Dec)  1,411,824  78,883  121,475  14,34  f> 

Whittaker  (Oct)  466,93  1  713,774  89,725  13,50  id! 

Wickes(Jan)  514,851  1,193,382  148,393  17,57 


305 
455 
■ 

486 
410 


349 
■ 

79 
■ 


387 
285 
■ 

170 
■ 

312 


423 
294 
■ 

286 
■ 

303 


Willamette  Industries  (Dec)  437,857  546,143  436,425  41.61 

Williams  Companies  (Dec)  1,708,785  1,002,590  634,526  61, IS 

Wilmington  Trust  (Dec)  1,128,592  72,019  73,183  11,97 

Winn-Dixie  Stores  (June)  509,617  3,265,916  959,273  63,02j 

Winters  National  Corp  (Dec)  1,022,416  68,839  46,818  7,61 

Wisconsin  Electric  Power  (Dec)  1,264,035  •  592,441  570,241  60,13 


231 
82 


46 
55 
■ 

485 
295 
356 


238 
28 
295 


336 


148 
29 
487 
499 
■ 

442 


F  W  Woolworth  (Jan)  2,092,800  5,152,200  746,596  108,2( 

Xerox  (Dec)  4,612,382  4,403,897  4,653,266  358,9C 

Yellow  Freight  System  (Dec)  272,256  512,146  610,641  33,93 

Zale(Mar)  471,255  634,894  202,944  32,78 

Zayre(Jan)  354,221  1,160,572  37,576  11,09 

Zenith  Radio  (Dec)  503,424  978,178  525,054  38,59 


■  Not  on  500  list. 

Ail  per-share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1977. 
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er  of  the  U.S/s  Biggest  Corporations 

PER  SHARE  DATA:  1976 
Earnings 


Before 

Market 

Numhpr  nf 

I1UIIIUCI  Ul 

His  Total 

(HO  OUIOI 

Rank 

NelFj 

F"v  t  ranrHin  an/ 
l_A  ll  dul  uti  ini  y 

Price 

Corporate 

Employees 

Remuneration^ 

Among  798 

nj 

-  - — . 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

($) 

Others 

77 

2.01 

1.16 

19% 

i;7  /8 

Westwood,  Kan 

28.2 

Paul  H  Henson 

210,669 

455 

13 

1 

1  ou 

9  57 

Richmond  Va 

4.5 

Joseph  A  Jennings 

126,962 

686 

1  7 
l  / 

3.82 

1.22 

Richmond,  Va 

12.3 

Gordon  L  Crenshaw 

193,550 

494 

2.62 

0.99 

38V? 

Kalamazoo  Mich 

18.3 

Ray  T  Parfet  Jr 

254,208 

358 

59 

2.37 

0.38 

17 

New  York,  NY 

3.7 

Gordon  E  Crosby  Jr 

275,000 

314 

44 

4.77 

2.60 

44% 

Salt  Lake  City,  Utah 

2.9 

E  Allan  Hunter 

104,606 

745 

46 

7.60 

1.13 

31% 

New  York,  NY 

13.3 

Martin  Horwitz 

350,000 

204 

86 

2.08 

0.85 

21% 

Phoenix,  Ariz 

5.2 

Gilbert  F  Bradley 

138,221 

648 

77 

1.80 

1.23 

153/8 

Richmond,  Va 

8.6 

John  M  McGurn 

146,260 

626 

39 

2.74 

1.20 

19% 

Norfolk,  Va 

3.6 

W  Wright  Harrison 

156,623 

599 

41 

0.03 

none 

5% 

Garfield,  NJ 

20.0 

Frederick  Zissu 

183,333 

528 

85 

3.19 

1.00 

26% 

Birmingham,  Ala 

5.5 

Bernard  A  Monaghan 

240,437 

393 

a 

45 

2.02 

0.63 

21 

Winston-Salem,  NC 

5.5 

#  John  F  Watlington  Jr 

273,191 

319 

i 

72 

2.57 

none 

9 

Central  Islip,  NY 

5.0 

Ira  Waldbaum 

174,000 

558 

28 

2.23 

1.03 

17% 

Deerfield,  III 

27.3 

Charles  R  Walgreen  III 

142,121 

637 

si 

63 

3.97 

0.58 

263/4 

New  York,  NY 

6.2 

Steven  J  Ross 

514,455 

43 

15! 

16 

2.01 

0.98 

30% 

Morris  Plains,  NJ 

58.0 

E  Burke  Giblin 

427,500 

101 

: 

56 

2.60 

0.80 

19% 

Evanston,  III 

8.0 

Stanley  P  Hutchison 

111,100 

729 

: 

97 

3.31 

0.80 

11% 

New  York,  NY 

0.6 

John  P  Krause 

199,192 

487 

29 

3.16 

0.98 

27 

San  Francisco,  Cal 

12.5 

Richard  P  Cooley 

309,987 

258 

- 

97 

5.61 

2.20 

403/4 

West  Point,  Ga 

24.0 

Joseph  L  Lanier  Jr 

189,254 

509 

v: 

67 

3.68 

1.40 

30% 

Los  Angeles,  Cal 

25.9 

Ralph  J  Voss 

266,600 

332 

77 

0.07 

0.15 

7% 

Phoenix,  Ariz 

0.8 

Gary  H  Driggs 

92,845 

768 

31 

04 

2.10 

1.40 

20 

Upper  Saddle  River,  NJ 

13.5 

Russell  W  McFall 

260,000 

345 

::: 

67 

2.54 

0.97 

17% 

Pittsburgh,  Pa 

158.8 

Robert  E  Kirby 

423,332 

107 

!! 

52 

7.07 

1.50 

56 

Philadelphia,  Pa 

5.4 

Edward  B  Leisenring  Jr 

164,114 

578 

70 

3.39 

1.03 

31% 

New  York,  NY 

15.3 

David  L  Luke  III 

250,466 

366 

• 

18 

1.56 

0.57 

15% 

Hazelwood,  Mo 

3.6 

Ted  C  Wetterau 

101,973 

751 

;;: 

28 

2.32 

0.80 

46% 

Tacoma,  Wash 

47.2 

George  H  Weyerhaeuser 

333,340 

227 

: 

45 

0.05 

none 

18% 

Pittsburgh,  Pa 

15.2 

Robert  E  Lauterbach 

229,164 

416 

<! 

SI 

Oil 
£.11 

n  on 
U.oU 

27% 

benton  Harbor,  Mien 

LIS 

John  n  riatts 

1  QA 

104 

29 

4.11 

1.08 

26% 

Cleveland,  Ohio 

26.0 

Roy  H  Holdt 

569,279 

31 

76 

2.06 

none 

7 

Eastlake,  Ohio 

11.9 

Semon  E  Knudsen 

225,000 

429 

v 

82 

13.32 

4.50 

113 

New  Orleans,  La 

0.7 

Patrick  A  Delaney 

110,000 

731 

32 

0.65 

none 

6% 

Los  Angeles,  Cal 

12.3 

Joseph  F  Alibrandi 

238,174 

400 

r 

25 

1.64 

0.18 

13% 

San  Diego,  Cal 

13.5 

Emil  L  McNeely 

200,466 

477 

o.ou 

U.OO 

34V2 

Portland,  ure 

■7  0 
7.3 

Gene  D  Knudson 

lo/, boo 

i 

95 

2.44 

1.00 

25% 

Tulsa,  Okla 

7.0 

John  H  Williams 

351,924 

201 

i: 

60 

5.97 

3.00 

36% 

Wilmington,  Del 

1.3 

William  W  Geddes 

100,971 

752 

t: 

84 

3.01 

1.50 

453/8 

Jacksonville,  Fla 

41.9 

Bert  L  Thomas 

325,335 

238 

87 

4.54 

1.90 

30% 

Dayton,  Ohio 

1.3 

Robert  A  Kerr 

132,759 

664 

t: 

65 

3.19 

1.98 

31% 

Milwaukee,  Wise 

5.7 

Charles  S  McNeer 

115,000 

720 

i:; 

00 

3.62 

1.20 

25% 

New  York,  NY 

204.1 

#  Lester  A  Burcham 

402,843 

118 

IS 

40 

4.51 

1.05 

58% 

Stamford,  Conn 

97.3 

C  Peter  McColough 

641,329 

17 

19 

2.38 

0.44 

42% 

Overland  Park,  Kan 

12.6 

George  E  Powell  Jr 

180,062 

539 

3! 

72 

2.47 

0.82 

16 

Dallas,  Tex 

17.2 

Donald  Zale 

144,163 

636 

II 

44 

2.21 

none 

7% 

Framingham,  Mass 

26.0 

Stanley  H  Feldberg 

182,000 

531 

I 

12 

2.05 

1.00 

27% 

Glenview,  III 

23.5 

John  J  Nevin 

359,183 

185 

onus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  #  New  CEO  in  1977. 

tes:  1)  Sales  figures  exclude  excise  taxes.  2)  Market  Value  is  derived  by  multiplying  the  Dec.  31,  1976  closing  price  of  the  common  stock  by  the  number  of  shares  out 
that  date.  3)  Cash  Flow  is  the  sum  of  net  profits  and  charges  for  depreciation,  depletion  and  amortization.  For  those  financial  institutions  that  do  not  report  such  charges, 
and  cash  flow  will  be  identical.  4)  1977  figures  were  used  for  those  February  fiscal  year  companies  for  which  they  were  available  at  press  time. 
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Who  Gets 
The  Most  Pay 

The  pay  spread  among  CEOs  is  get- 
ting wider  as  the  top  moneymakers 
take  more  cash  on  the  barrelhead 
and  less  in  the  by-and-by. 

Harold  Geneen  of  International  Telephone  &  Telegraph 
drew  the  fattest  paycheck  of  any  U.S.  chief  executive. 
The  handful  who  beat  him  out  this  time  on  total  remuner- 
ation had  to  do  it  with  deferred-money  arrangements.  It 
was  a  near  thing  for  Geneen,  though:  David  Mahoney  of 
Norton  Simon  came  within  a  whisker  of  overtaking  him. 

The  trend  was  toward  straight  salary  rather  than  de- 
ferred pay.  Collectively,  the  top  20  in  1976  drew  $1.7 
million  more  in  salary  and  bonuses  than  1975  s  top  20  did 
(Mahoney's  pay  alone  was  up  44%).  But  the  top  scor- 
ers in  the  corporate  money  game  took  $700,000  less  in 
deferred  compensation  this  time  around. 

Another  trend:  for  the  rich  to  get  comparatively  richer. 
The  percentage  pay  increases,  hefty  at  the  top,  get  ever 
smaller  as  you  work  down  through  the  rankings  among 


I* 


the  800  companies  on  this  year's  Forbes  500s  and  com 
pare  them  with  last  year's  822.  By  position  767,  the  in 
creases  not  only  disappear,  they  turn  into  decreases. 

We  haven't  included  all  types  of  compensation.  Stock 
payments  dependent  on  future  performance  of  the  stock, 
and  compensation  awarded  in  1976  but  tied  to  future  per- 
formance of  the  executive  are  impossible  to  evaluate. 

In  1976  no  one  got  total  remuneration  exceeding  $1 
million;  not  even  the  current  champ,  R.R.  Donnelley  & 
Sons'  Charles  W.  Lake  Jr.,  whose  $720,000  deferred  pack 
age  was  awarded  last  year  but  will  be  paid  out  over  the 
next  five  years.  ■ 


Compensation 

Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration} 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

1 

R  R  Donnelley  &  Sons 

Charles  W  Lake  Jr 

263 

990 

58 

31 

13 

La  Porte,  Ind 

Administration 

2 

Ford  Motor 

Henry  Ford  II 

665 

988 

59 

37 

32 

Detroit,  Mich 

Administration 

3 

Norton  Simon 

David  J  Mahoney 

844 

971 

53 

10 

7 

New  York,  NY 

Marketing 

4 

General  Motors 

Thomas  A  Murphy 

450 

966 

61 

38 

2 

Hornell,  NY 

Finance 

5 

Amer  Broadcasting 

Leonard  H  Goldenson 

747 

946 

71 

43 

27 

Scottdale,  Pa 

Legal 

6 

Intl  Tel  &  Tel 

Harold  S  Geneen 

846 

852 

67 

17 

17 

England 

Administration! 

7 

Studebaker-Worthington 

Derald  H  Ruttenberg 

622 

799 

61 

9 

5 

Lafayette,  Ind 

Finance 

8 

Revlon 

Michel  C  Bergerac 

736 

739 

45 

2 

2 

France 

Administration 

9 

Mobil 

Rawleigh  Warner  Jr 

698 

717 

56 

23 

7 

Chicago,  III 

Administration 

10 

Amer  Home  Products 

William  F  Laporte 

355 

710 

63 

39 

12 

New  York,  NY 

Administration 

11 

Chrysler 

John  J  Riccardo 

424 

700 

52 

18 

1 

Little  Falls,  NY 

Finance 

12 

Tandy 

Charles  D  Tandy 

664 

688 

59 

29 

17 

Brownsville,  Tex 

Administration 

13 

International  Paper 

J  Stanford  Smith 

663 

670 

62 

4 

3 

Terre  Haute,  Ind 

Administration 

14 

Texaco 

Maurice  F  Granville 

651 

661 

61 

38 

5 

La  Grange,  Tex 

Technical 

15 

United  Technologies 

Harry  J  Gray 

650 

650 

57 

5 

4 

Milledgeville,  Ga 

Administration 

16 

Tenneco 

Wilton  E  Scott 

424 

643 

64 

22 

3 

Elgin,  Tex 

Technical 

17 

Xerox 

C  Peter  McColough 

563 

641ft 

54 

22 

8 

Halifax,  Can 

Sales 

18 

Exxon 

Clifton  C  Garvin  Jr 

611 

636 

55 

30 

1 

Portsmouth,  Va 

Technical 

19 

Engelhard  Min  &  Chem 

Milton  F  Rosenthal 

437 

630 

63 

12 

12 

New  York,  NY 

Administration 

20 

Atlantic  Richfield 

Robert  0  Anderson 

625 

625tt 

60 

35 

12 

Chicago,  III 

Production 

17  I 


'0  fa 


t  Include 
tan  i« 


FORBES 


t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 
t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options, 
ft  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 
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Vho  Gets  the  Most  Pay 


Compensation 
Salary  &       Total  Years  Served 


Bonust 

Remuneration  t 

With 

As 

Business 

ink 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

i 
i 

H  J  Heinz 

R  Burt  fiookin 
n  nun  uuvmii 

346 

624 

62 

31 

11 

Chariton  Inwa 

Finanra 

7 

Inhn  1  Tnrmpv 

595 

622 

64 

27 

3 

NA 
lift 

Finanra 
r  Midi  no 

3 

General  Electric 

Reginald  H  Jones 

620 

620 

59 

38 

4 

Fnaiand 

I_llglGI  IU 

Fin  an  pa 

4 

Citv  Invetfinir 

VI       III IG9UIIE 

Geortre  T  Scharffenherirer 

IIGwIKC    1  wVIIHIIICIIUtlUI 

575 

619 

57 

H 

11 

Ridopwnnd  Nl 

On**  rat  ions 
upci  aiiuiiA 

5 

E 1  du  Pont 

Irving  S  Shapiro 

449 

616 

61 

26 

3 

Minneapolis,  Minn 

Legal 

6 

American  Einress 

nillvl  IVVII  MIIImwiI 

'Howard  L  Clark 

(IVIHI'U   aW  VIM c  n 

517 

608tt 

61 

31 

17 

Pasadena  Hal 

Administration 
nuin  moil  giivii 

7 

Gulf  &  Western  Inds 

Charles  G  Bluhdorn 

382 

605 

50 

21 

21 

Austria 

rtUgll  la 

Fonnripr 

8 

IBM 

Frank  T  Gary 

300 

596 

56 

29 

4 

Gondiniy  Ida 

Markatincr 

itioi  i\giiii£ 

9 

lohn^OR  £  Inhnsnn 

JVIlUdVII  V  JUIIJFOUII 

lames  F  Burke 

490 

575 

52 

24 

1 

Rutland  Vt 

Markptincr 

0 

Procter  &  Gamble 

Edward  G  Harness 

500 

572 

58 

36 

3 

Marietta,  Ohio 

Marketing 

1 

White  Consolidated 

11  III  % V  WllwvllUfllvU 

Rov  H  Holdt 

385 

569 

56 

36 

1 

Fdppwood  Md 

Finanra 

1  1  Mallow 

2 

Rnrdpn 

Augustine  R  Marusi 

nucuoiiiiv  n  ifiviiuwi 

276 

546tt 

63 

37 

9 

New  York  NY 

Sales 

3 

Drpsspr  In  (flu  strips 

lohn  V  James 

JVIIII     V  JHIIItO 

294 

544 

58 

19 

6 

Plains  Townshin  Pa 

Finanra 

4 

Fluor 

J  Robert  Fluor 

495 

543 

55 

31 

9 

Santa  Ana,  Cal 

Finance 

CO 

5 

Standard  Oil  Ind 

John  E  Swearingen 

513 

528 

58 

37 

16 

Columbia,  SC 

Production 

it  i 

6 

Burroughs 

Ray  W  Macdonald 

360 

525 

64 

41 

10 

Chicago,  III 

Sales 

Shi 

7 

Rockwell  Intl 

nvtnncn  him 

Robert  Anderson 

509 

525 

56 

9 

3 

f!nltimhiis  Nph 

VUIUIIIUUO)  11  cu 

Tprhniral 

stod 

8 

Continental  Oil 

Howard  W  Blauvelt 

512 

525 

60 

24 

2 

New  York  NY 

Finanra 

1  1 1  Id  1  IVrW 

r 

9 

Scherinfr-Plniioh 

^VllCllllg    1  lUUKll 

Willibald  H  Conzen 

millWQIV  II  wVHtCII 

492 

524 

63 

46 

10 

ftprmanv 
vi v I  1 1  ia  1 1  *r 

Marketing 

0 

Northrop 

Thomas  V  Jones 

513 

522 

56 

23 

17 

Pomona,  Cal 

Administration 

l\ 

1 

American  Standard 

William  A  Marauard 

W1III0III  eft  Iff  I UIUUOIU 

465 

522 

57 

24 

5 

PitKbureh  Pa 

Onpratinns 

ev; 

2 

Halliburton 

John  P  Harbin 

349 

515 

59 

28 

5 

Waxahachie  Tex 

Finance 

hi 
tfl 

3 

Warner  Communications 

llvl    WIIIIMU  III  vH|IVII« 

Steven  J  Ross 

514 

514 

49 

15 

15 

New  York  NY 

llvfl    1  VI  w\j  II  1 

Finanra 

1  1 1 1 V  ■  ■  w 

4 

lntl  Minerals  &  Chem 

HII11VI  ■■■*#  I*  VIISIII 

Richard  A  Lenon 

IllVIIUI  U    W\   kw  1 1  w  1 1 

347 

513 

56 

21 

5 

Lansinp  Mich 

i_a  1 1  ji  •        hi  iwii 

Finanra 

1  1 1 1  a  i  iv<a 

5 

Union  Oil  California 

Fred  L  Hartley 

391 

511 

60 

37 

12 

Vancouver,  Can 

Technical 

m 

6 

Gulf  Oil 

VUII  VII 

Jerrv  McAfee 

#vi  iff  nivniwv 

401 

510 

60 

31 

1 

Port  Arthur  Tex 

I  VI  t  n  1  IMUl  ,    1  vA 

Administration 

7 

Minn  Mining  &  Mfg 

Raymond  H  Herzog 

508 

508 

61 

36 

2 

Merricourt  ND 

Production 

g 

American  Brands 

Robert  K  Heimann 

nvucii  i%  i  ivimmiii 

507 

507 

58 

23 

4 

New  York  NY 

i»cn  i  ui  i\,  ill 

Marketing 

III  V  I  ■  »  W  IMIg 

usii 

9 

CBS 

2William  S  Paley 

501 

501tt 

vv*  I  I 

75 

48 

48 

Chicago,  III 

Administration 

0 

LTV 

W  Paul  Thayer 

499 

500 

57 

28 

6 

Henryetta,  Okla 

Sales 

strai 

1 

Bristol-Myers 

Richard  L  Gelb 

492 

500 

52 

26 

5 

New  York,  NY 

Administration 

hi 

2 

Allied  Stores 

Thomas  M  Macioce 

I  II  VllltJO    |VI  IIIUvlWV 

450 

500 

58 

17 

5 

New  York,  NY 

Legal 

iktl 

3 

IU  International 

■  w  i nit  i  iiaiivimi 

John  M  Seahrook 

jviiii  iii  vcbui vvn 

452 

500 

60 

17 

10 

Seabrook,  NJ 

Technical 

4 

Inuer^oll-Rand 

William  L  Wearlv 

VYIIIICHII  *-  iffCtll  ■  Jr 

428 

498 

61 

14 

9 

Warren,  Ind 

Sales 

5 

Diamond  Intl 

Richard  J  Walters 

485 

496 

47 

26 

6 

Brooklyn,  NY 

Sales 

6 

American  Can 

William  F  Mav 

VVIIIIOIII    ■  •VIUY/ 

487 

496 

61 

38 

11 

Chicago,  III 

Operations 

7 

Kaiser  Industries 

William  R  Roesch 

William  M\  iivv^v 1 1 

475 

494 

51 

3 

3 

Vestaburg,  Pa 

Technical 

8 

Standard  Oil  Calif 

Harold  J  Haynes 

460 

485 

51 

29 

3 

Fort  Worth,  Tex 

Production 

9 

American  Tel  &  Tel 

John  D  deButts 

484 

484 

62 

40 

5 

Greensboro,  NC 

Operations 

0 

Cummins  Engine 

Henry  B  Schacht 

483 

483 

42 

12 

3 

Erie,  Pa 

Administration 

1 

Deere 

William  A  Hewitt 

480 

480 

62 

28 

21 

San  Francisco,  Cal 

Marketing 

2 

Kraft 

William  0  Beers 

474 

474 

62 

39 

5 

Lena,  III 

Operations 

3 

Ogden 

Ralnh  E  Ablon 

iiuiuii  nuivii 

412* 

473* 

61 

22 

15 

Tupelo,  Miss 

Administration 

4 

Citicorp 

Walter  B  Wriston 

356 

470 

57 

30 

7 

Middletown,  Conn 

Finance 

5 

Philip  Morris 

Joseph  F  Cullman  3rd 

376 

469 

65 

31 

19 

New  York,  NY 

Marketing 

6 

Union  Pacific 

Frank  E  Barnett 

465 

469 

64 

26 

8 

Fairport  Harbor,  Ohio 

Legal 

7 

Standard  Oil  Ohio 

Charles  E  Spahr 

383 

466 

63 

37 

18 

Kansas  City,  Mo 

Operations 

8 

R  J  Reynolds  Inds 

Colin  Stokes 

465 

465 

63 

41 

4 

Winston-Salem,  NC 

Production 

9 

PepsiCo 

Donald  M  Kendall 

465 

465tt 

56 

30 

14 

Sequim,  Wash 

Marketing 

0 

Marsh  &  McLennan  Cos 

John  M  Regan  Jr 

342 

463 

55 

31 

4 

Minneapolis,  Minn 

Administration 

Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 
Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options. 
Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 

1.  Succeeded  by  James  D.  Robinson  III,  4/25/77. 

2.  Succeeded  by  John  D.  Backe,  5/11/77. 
•   For  1975. 

NA  Not  available. 
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Today  American  companies  need  more 
than  just  credit  availability  from  a  bank. 

Here's  how  the  people  at  First  Chicago  - 
a$19  billion  banking  corporation -are  bringing 
new  productivity  to  banking  relationships. 


solvt 


aid  in  e\ 


The  growth  of  American  pro- 
ductivity is  on  the  decline.  The 
figures  are  alarming. 

In  the  25  years  following  World 
War  II,  annual  increases  in  produc- 
tivity declined  from  an  average  of 
3.4%  in  the  early  years  to  2.4%  more 
recently.  Then  came  1973,  and 
American  productivity  actually  de- 
creased during  seven  out  of  eight 
consecutive  quarters.  Recent  ad- 
vances have  been  less  than  in  ear 
lier  recoveries  and  have  managed 
to  restore  the  average  annual  in- 
crease in  productivity  since  1973  to 
no  more  than  a  discouraging  0.6% 
per  year. 

This  is  not  just  another  set  of 
figures.  There  is  no  other  statistic  in 
business  on  which  the  common- 
weal so  directly  depends. 


Richard L.  Thomas, President 

"The  nation's 
productivity  is  the 
responsibility  of  all." 

'There's  a  prevailing  notion 
that  a  company's  productivity  is 
limited  to  blue  collar  operations. 
This  notion  is  patently  false,"  says 
Dick  Thomas,  President  of  First 


Chicago.  "Actually,  a  company 
productivity  is  determined  at! 
level  of  operations,  in  the  boai 
room  as  well  as  in  the  billing  c 
partment,  in  regional  sales  off 
as  well  as  on  the  factory  floor. 

"Productivity  is  not  just  a  < 
cept.  It  is  a  comprehensive  mi 
sure  of  how  well  a  company- 
whole  company— gets  things 
And  whether  you  produce  got 
or  services,  no  other  single  m« 
sure  reveals  so  much  about  yc 
company's  competitiveness  ai 
real  profitability. 

"America  has  achieved  ii 
place  in  the  world  because  of  l 
productivity.  At  First  Chicago 
believe  the  nation's  productiv 
the  responsibility  of  all— bank 
well  as  businesses,  people  as 


rpora 
them 


Were ;;, 


qo.7o( 
km 


ndenva 
ofpro 


jiernment.  And  we're  firm  in 
|{;olve  to  help  U.S.  companies 
Ijse  their  productivity  across 
f  ard  in  every  way  we  can." 


■J.  Livingston,  Jr.,  Senior  Vice  President 

Jrporate  productivity, 
the  new  bottom  line." 


n  times  past,  P/E  ratios,  earn- 
rowth  rate,  or  earnings-per- 
were  considered  adequate 
(c  .  i  ires  of  a  company's  vigor  and 
ial,"  says  Homer  Livingston, 
lior  Vice  President  of  First 
]0.  "Today  we  look  for  more 
c  measures.  We  analyze  cor- 
productivity.  Ifs  the  new 
l  line. 

lblic  and  private  programs 
derway  to  devise  measure- 
of  productivity  for  every 
jss  and  industry,  and  to 


weigh  the  many  factors  contribut- 
ing to  it— dollars,  energy,  raw  mate- 
rials, management  and  knowledge 
as  well  as  men  and  machines. 

"It  is  our  policy  at  First  Chicago 
to  do  our  utmost  to  supply  the 
funds,  services,  and  industrial  ex- 
pertise our  customers  need  to 
better  their  productivity  position. 
By  making  it  our  business  to  keep 
abreast  of  business  and  industry 
developments  across  the  nation, 
we're  able  to  bring  increased 
productivity  to  the  banking 
relationship." 

"Productivity  is 
competitiveness." 

"Around  this  bank  productivity 
is  more  than  just  a  concept,"  says 
Alvin  Johnson,  Senior  Vice  Presi- 
dent of  First  Chicago.  "When  you 
come  right  down  to  it  productivity 
is  one  of  the  best  measurements  of 
a  company's  competitiveness  and 
ultimate  success.  And  we  work 
hard  to  help  you  increase  it. 

'We  can  help  you  increase 
your  company's  productivity  by 
providing  financial  expertise,  with 
a  staff  of  industry  experts  to  assist 
you  even  in  the  planning  stages- 
oilmen,  chemists,  or  engineers- 
turned-banker  who  know  financial 
and  productivity  trends  in  your  in- 
dustry inside-out,  nationwide, 
worldwide.  Next,  we  can  help  you 
increase  your  productivity  by  pro- 
viding the  capital  dollars  you  need, 
competitively  priced.  Then  we  can 
help  you  increase  your  productivity 
with  over  100  bank  services  specif- 
ically designed  to  do  so. 

"For  example,  for  one  of  our 
customers,  we  provided  a  $5 
million  loan  to  convert  an  idle 
warehouse  into  a  modem  meat 
processing  plant  with  350  employ- 
ees. That's  productivity.  For  another 
customer,  who  needed  ready  cash 
to  steal  a  march  on  his  competition 
at  an  important  land  auction,  we 
wired  to  him  $7  million  20  minutes 


after  his  loan  request  was  received. 
That's  productivity.  It's  competitive- 
ness, too. 

"At  First  Chicago  we're  going 
all  out  to  finance  a  boom  in  pro- 
ductivity. And  we're  committing 
our  financial  resources  and 
acumen  to  companies  bent  on 
achieving  solid  increases  in  pro- 
ductivity that  can  provide  real 
prosperity  for  all." 


Alvin  C.  Johnson,  Senior  Vice  President 

We  have  the  dollars,  competi- 
tively priced.  We  have  the  industry 
experts.  We  have  over  100  bank 
services.  And  we're  determined  to 
do  our  utmost  to  help  increase 
productivity  in  America.  If  you're 
out  to  increase  the  productivity  of 
your  company,  we'd  like  to  work 
with  you.  Call  or  write  Jeffrey  Leeds, 
Office  of  the  President,  (312)  732- 
6405,  The  First  National  Bank  of 
Chicago,  One  First  National 
Plaza,  Chicago  60670. 


The  First  National  Bank  of  Chicago  has 
installations  in: 

North  America:  Atlanta;  Baltimore; 
Boston,  Chicago;  Cleveland;  Houston; 
Kansas  City;  Los  Angeles:  Mexico  City; 
New  York;  San  Francisco;  Toronto.  Europe: 
Amsterdam;  Antwerp;  Athens;  Bristol; 
Brussels;  Cardiff;  Channel  Islands;  Dublin 
Dusseldorf;  Edinburgh;  Frankfurt;  Geneva 
Leicester;  London;  Madrid;  Milan;  Munich 
Newcastle;  Paris;  Piraeus;  Rome;  Rotter- 
dam; Stockholm;  Warsaw  Middle  East: 
Abu  Dhabi;  Beirut;  Cairo;  Dubai;  Sharjah, 
Tehran.  Africa:  Lagos;  Nairobi.  Latin 
America:  Bogota;  Caracas;  Guatemala 
City;  Panama  City;  Sao  Paulo.  Caribbean: 
Bridgetown;  Ocho  Rios,  Cayman  Islands; 
Kingston;  Montego  Bay;  Port-au-Prince. 
Asia:  Bangkok;  Hong  Kong;  Jakarta; 
Seoul;  Singapore;  Tokyo.  Pacific:  Manila, 
Melbourne;  Sydney.©1977.  The  First 
National  Bank  of  Chicago.  Member  FDIC. 
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The  Productivity  Bankers  ' 


Who  Gets  the  Most  Pay 


Rank 


Company 


Chief  Executive 


Compensation 
Salary  &        Total  Years  Served 

Bonusf  Remuneration^  With  As 

($000)        ($000)  Age   Company  Chief 


Place  of  Birth 


Busine 
Backgrour 


71 

Colgate-Palmolive 

David  R  Foster 

321 

462 

56 

31 

6 

England 

Marketii 

72 

Monsanto 

John  W  Hanley 

453 

461tt 

55 

4 

4 

Parkersburg,  WVa 

Marketin 

73 

BankAmerica  Corp 

Alden  W  Clausen 

409 

461 

54 

27 

7 

Hamilton,  III 

Finan* 

74 

Pittston 

Nicholas  T  Camicia 

'422 

459 

61 

8 

7 

Welch,  W  Va 

Operation 

75 

Union  Carbide 

3F  Perry  Wilson 

450 

458 

62 

36 

6 

Manson,  NC 

Salt 

76  Heublein 

77  Northwest  Industries 

78  Allis-Chalmers 

79  Eastman  Kodak 

80  Federated  Dept  Stores 


Hicks  B  Waldron 
Ben  W  Heineman 
David  C  Scott 
Walter  A  Fallon 
Ralph  Lazarus 


392 
454 
377 
427 
450 


457 
454 
452 
451 
450 


53 
63 
61 
58 
63 


3 

21 
8 
35 
42 


1 

21 
8 
4 
9 


Amsterdam,  NY 
Wausau,  Wise 
Akron,  Ohio 
Schenectady,  NY 
Columbus,  Ohio 


Administration 
Leg 
Technic 
Productic 
Administratiq 


81 
82 
83 
84 
85 


Ryder  System 
General  Dynamics 
Kimberly-Clark 
Boise  Cascade 
WR  Grace 


Leslie  0  Barnes 
David  S  Lewis 

Darwin  E  Smith 
John  B  Fery 
J  Peter  Grace 


400 
238 
369 
254 
440 


450 
449 
445 
444 
444 


60 
59 
51 
47 
63 


1 

6 
19 
20 
40 


5 
4 
31 


Canisteo,  NY 
N  Augusta,  SC 
Garrett,  Ind 
Bellingham,  Wash 
Manhasset,  NY 


Administratis 
Administrate 
Leg) 
Productio 
Finano 


86 

Eaton 

E  Mandell  de  Windt 

441 

443 

56 

35 

7 

Grt  Harrington,  Mass 

Operation 

87 

Texas  Instruments 

Mark  Shepherd  Jr 

242 

441 

54 

29 

8 

Dallas,  Tex 

Technic 

88 

Avnet 

Simon  Sheib 

433 

440 

61 

17 

7 

New  York,  NY 

Leg 

89 

Owens-Illinois 

Edwin  D  Dodd 

438 

439ft 

58 

30 

4 

Point  Pleasant,  W  Va 

Productio 

90 

United  States  Steel 

Edgar  B  Speer 

425 

438 

60 

38 

4 

Pittsburgh,  Pa 

Productio 

91 
92 
93 
94 
95 


Colt  Industries 
FMC 
Koppers 
Firestone 
Clark  Equipment 


George  A  Strichman 
Robert  M  Malott 
Fletcher  L  Byrom 
Richard  A  Riley 
Bert  E  Phillips 


413 
362 
403 
338 
281 


437 

436ft 

435 

432 

431 


60 
50 
58 
61 
58 


14 

24 
29 
37 
29 


14 
5 
9 
3 
4 


Schenectady,  NY 
Boston,  Mass 
Cleveland,  Ohio 
Fall  River,  Mass 
Quincy,  III 


Administratid 
Operation 
Productio 

Administrate 
Marketin 


96 
97 
98 
99 
100 

101 
102 
103 
104 
105 


IC  Industries 
Bendix 

Occidental  Petroleum 
Missouri  Pacific  Corp 
PPG  Industries 


William  B  Johnson  400  431  58  11  11 

«W  Michael  Blumenthal  422  430  51  9  5 

Armand  Hammer  420  429  78  19  19 

Downing  B  Jenks  429  429  61  16  5 

Robinson  F  Barker  417  428ft  63  41  9 


Salisbury,  Md 
Germany 
New  York,  NY 
Portland,  Ore 
Boston,  Mass 


Legi 
Internatiom 
Technic) 
Operation 
Sale 


Warner-Lambert 
Borg-Warner 

Intl  Harvester 
Rapid-American 

General  Foods 


E  Burke  Giblin 
James  F  Bere 
Brooks  McCormick 
Meshulam  Riklis 
James  L  Ferguson 


390 

318 

417 

375* 

307 


428 

426 

426 

425° 

424 


63 
54 
60 
53 
51 


9 
16 
36 
22 
13 


3 
5 
5 

22 
3 


Brooklyn,  NY 
Chicago,  III 
Chicago,  III 
Turkey 

Evanston,  III 


Administratid 
Productioi 
Productioi 
Financ 
Marketin 


106 
107 
108 
109 
110 


Sears,  Roebuck 
Westinghouse  Elec 
McGraw-Edison 
TRW 
Sperry  Rand 


Arthur  M  Wood 
Robert  E  Kirby 
Edward  J  Williams 
Horace  A  Shepard 
J  Paul  Lyet 


423 
343 
296 
408 
406 


424 
423 
421 
420 
420 


64 
58 
54 
64 
60 


31 
31 
5 

25 
33 


Chicago,  III 
Ames,  Iowa 
St  Louis,  Mo 
Mobile,  Ala 
Philadelphia,  Pa 


Leg. 
Technii 
Finam 
Administrate 
Finam 


111 
112 
113 
114 
115 


Squibb 
Schlumberger 
Avon  Products 
Greyhound 
CPC  International 


Richard  M  Furlaud 
Jean  Riboud 
David  W  Mitchell 
Gerald  H  Trautman 
James  W  McKee  Jr 


409 
290 
410 
356 
400 


«4tt 

414 

410 

410 

407ft 


54 
57 
49 
64 
54 


21 
26 
29 
31 
30 


New  York,  NY 
France 
Pasadena,  Cal 
Petoskey,  Mich 
Pittsburgh,  Pa 


Legs 

Leg  11 
Sad 
Leg 
Financ 


116 
117 
118 
119 
120 


Olin  Corp 
Burlington  Inds 
FWWoolworth 
Crown  Zellerbach 
Braniff  Intl 


James  F  Towey 
William  A  Klopman 
'Lester  A  Burcham 

Charles  R  Dahl 
Harding  L  Lawrence 


400 
380 
403 
311 
402 


406ft 

406 

403 

402 

402 


61 
55 
64 
55 
56 


37 
31 
45 
27 
12 


12 


Wood  River,  III 
New  York,  NY 

Lancaster,  Ohio 
Brooklyn,  NY 
Perkins,  Okla 


Financ 
Marketin 
Operation 
Productioi 
Administrate 


t  Includes  bonuses  paid  in  unrestricted  shires  of  company  stock, 
t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options, 
tt  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 


*  Estimated. 

3.  Succeeded  by  William  S.  Sneath,  1/1/77. 

4.  Succeeded  by  William  M.  Agee,  1/23/77. 

5.  Succeeded  by  Edward  F.  Gibbons.  2/1/77. 
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Why  the  smart  money  is 
I  with  ADT. 


k 


Because  ADT  is  the  world's  largest  electronic  security  company. 
\DT  protects  people  and  property  from  fire,  burglary  and  other  hazards 
hrough  the  most  advanced  security  systems  linked  to  the  largest 
letwork  of  central  monitoring  stations. 

Our  clients  include  the 
U.S.  Treasury,  Barclays 
Bank  in  London,  Credit 
Lyonnais  in  Paris  and  the 
Canadian  Mint. 

We  also  protect  the 
people  and  assets  of  most 
Fortune  500  industrials 
throughout  the  United  States, 
Europe  and  Canada.  Plus 
thousands  of  local  businesses, 
large  and  small.  And  some  of 
the  greatest  art  treasures  in 
the  world,  as  well. 

In  short,  ADT  has  the 
international  capabilities  to 
handle  just  about  any  kind  of 
security  assignment. 
Contributing  to  the 

hmooth  operation  of  other  companies  hasn't  hurt  us,  either.  ADT's 
fevenues,  earnings  and  dividends  have  more  than  doubled  in  the  past 
leven  years.  Revenues  were  $211  million  in  1976  and  earnings  per  share 
were  at  a  record  high,  maintaining  ADT's  history  of  consistent  growth 
(i  earnings  since  the  company  became  independent  in  1968. 

If  you  want  to  learn  more  about  why  ADT  is  the  largest  and  best 
fcnown  electronic  security  company  in  the  world  today,  write  for  more 
information  and  our  1976  Annual  Report.  Our  headquarters  is  ADT, 
ii>ne  World  Trade  Center,  New  York,  N.Y.  10048. 
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ADT 

The  Security  Company. 


The  chemical  industry  needs  environmental 
solutions:  solutions  that  balance  cost  and 
effectiveness  to  meet  increasingly  stringent 
regulations  at  a  cost  it  can  live  with. 

Research-Cottrell  supplies  practical, 
workable  solutions  across  the  whole  range  of 
environmental  problems  the  chemical 
industry  faces  today.  Problems  so  vast  and 
complex  that  the  chemical  industry  alone  will 
have  to  spend  an  estimated*  $2.59  billion 
just  to  meet  existing  control  standards. 

RESEARCH-COTTRELL: 
THE  BALANCER. 

Research-Cottrell,  the  largest  company 
in  the  world  exclusively  concerned  with 
environmental  problems,  offers  industry  the 
broadest  range  of  environmental  services. 

Four  of  our  divisions  in  particular  offer 
solutions  to  the  chemical  industry's  most 
pressing  problems. 

Our  Industrial  Precipitator  Division 
produces  electrostatic  precipitators  to  control 
particulate  matter,  and  systems  for  removing 
sulfur  dioxide. 

Our  Flex-Kleen  Division  specializes  in 


For  balanced 
nviron mental  solutions. 
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fabric  filters,  scrubbers,  and  mechanical  dust 
collectors. 

Oxy-Catalyst  provides  systems  for 
converting  harmful  gases  and  liquids  into 
harmless  ones.  And  our  environmental 
engineering  firms  help  the  chemical  industry 
dispose  of  solid  and  liquid  wastes. 

Environmental  solutions  that  balance 
cost  and  effectiveness.  Practical  solutions. 
The  chemical  industry  needs  them.  The 
environment  needs  them.  Research-Cottrell 
provides  them. 

For  a  brochure  describing  our 
capabilities,  or  a  reprint  of  the  LoGrippoart, 
write  to  Research-Cottrell,  Inc., 
P.O.  Box  750,  Bound  Brook,  N.  J.  08805. 

*9th  Annual  McGraw-Hill  Survey  Pollution  Control 
Expenditures,  May  14,  1976. 

Research-Cottrell 

Experienced  Environmental  People 

AIR  POLLUTION  CONTROL  GROUP  •  OXY-CATALYST,  INC. 
HAMON  COOLING  TOWER  DIVISION    •  FLEX-KLEEN  CORP. 
ENVIRONMENTAL  ENGINEERING 
(METCALF  &  EDDY  •  CONNELL  M  &  E  •  SUNN,  LOW,  TOM  &  HARA) 
CUSTODIS  CHIMNEY  DIVISION  •  INTERNATIONAL  GROUP 
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t  Includes  bonuses  paid  in  unrestricted  shares  or  company  stock, 
t  Salary,  bonus,  director's  fees  and  deferred  compensation:  excludes  stock  options, 
ft  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 
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Think  of  us  as  a 
developing  corporation 


The  timely  development  of  natural 
resources  has  played  a  big  part  in 
moving  HNG's  average  compound 
per  share  earnings  growth  to  33%  a 
year  over  the  last  five  years.  And  in 
fiscal  1976,  our  stockholders  enjoyed 
a  29%  return  on  average  equity. 
Our  management  has  invested  mil- 
lions of  dollars  in  HNG  Oil  Company 
to  develop  Texas  oil  and  gas  holdings. 

We  have  put  new  capital  into  our 
Zeigler  Coal  Company  to  purchase 
new  reserves  in  the  Midwest. 

We're  developing  low-sulphur  coal 
reserves  in  Colorado  and  working  on 
a  major  new  transportation  system  to 
deliver  coal  to  ready  markets  in  Texas. 

And  our  Liquid  Carbonic  Corpora- 
tion is  proceeding  with  research  and 
development 


programs  to 

make  better  use  of  industrial 
gases  in  the  fields  of  food  processing, 
pollution  abatement  and  medicine. 

HNG  management  decisions  to 
develop  the  resources  we  hold  have 
helped  us  enjoy  a  steady  growth  for 
the  last  51  years. 

Find  out  more  about  HNG.  Write 
our  chairman,  Robert  R.  Herring,  for 
a  copy  of  our  annual  report.  R  O.  Box 
1188,  Houston  77001. 

The  Resourceful  Company 


HNG 

HOUSTON  NATURAL  GAS 


Eaton  Update: 


1  Growing  hydraulic 
power 

Rugged  hydraulic  power  by 
Eaton  is  improving  the  relia- 
bility and  handling  ease  of 
many  new  agricultural 
machines.  Our  hydraulic 
motors  and  hydrostatic 
transmissions  deliver  power 
more  smoothly,  and  stand  up 
to  dust,  water  and  corrosive 
fertilizers  better  than  any 
other  form  of  power  trans- 
mission. 

Our  Char-Lynn"  hydraulic 
power  steering,  for  instance, 
freed  the  designers  of  a  new 
generation  of  combines  from 
the  restrictions  of  mechanical 
linkage,  while  giving  the 
driver  fingertip  control  of  a 
seven-ton  machine. 


Eaton  has  been  a  leader  in 
hydraulic  power  for  thirty 
years.  We  saw  the  need, 
helped  the  agricultural  revo- 
lution happen,  and  are  grow- 
ing with  it. 

2  Payoff  at  the  truck  stop 

Meeting  the  urgent  demand 
for  improved  fuel  economy, 
Eaton's  newly  developed 
drive-train  packages  team 
our  specially  geared  Fuller" 
transmissions  with  new  low- 
ratio  Eaton"  axles.  The  result: 
definite  fuel  savings  up  to 
10%  in  many  cases. 

These  up-to-date  economy 
combinations  illustrate  our 
commitment  to  maintain 
Eaton's  important  position  in 
the  truck  market,  which  dates 
back  66  years.  A  commit- 
ment underscored  by  the 
construction  of  five  new 
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manufacturing  facilities  s 
1970  and  major  capital  e: 
pansion  at  seven  others  1 
serve  our  axle,  brake  anc 
transmission  customers. 

3  Cutting  the  cost  of 
moving  things  around 

Eaton's  response  to  the  gf 
ing  need  for  improved  eff  BSexc 
ciency  in  materials  handliP^si 
has  been  the  introduction 
23  new  Yale"  lift  truck  moc 
in  the  last  two  years.  This 
made  our  line  of  industria 
trucks  the  most  up-to-dat 
as  well  as  the  broadest  in 
industry. 

For  more  than  50  years.Ec 
has  been  the  leader  in  wh. 
now  the  fastest  growing 
segment  of  the  market— e 


Jordif 


i'te 
lerwhe 
I,  snow 
wspee 

it  acts 

sntial. 

ady  avi 
te.it  he 
in  pas: 
JStone 


less  ft  trucks.  We  stay  ahead 
nticipating  the  changing 
of  various  industries, 
r  re  materials  handling 
ers  account  for  as  much  as 

of  manufacturing  or 
of  essing  costs. 
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oe;  n's  exclusive  locking  dif- 
w  itial  is  a  major  advance 

ve-train  engineering  that 
r  5  the  rear  wheels  to- 
er  when  you're  stuck  in 
[  snow  or  sand.  But  only 
speeds.  Above  20 
[if  it  acts  just  like  a  regular 
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idy  available  on  light 
s,  it  has  an  exciting  fu- 
rr\  n  passenger  cars.  And 
Jflst  one  of  hundreds  of 
ision  components  made 
aton  for  the  automotive 


industry— from  hydraulic 
valve  lifters  to  electronic 
speed  control. 

5  How  to  harness  7,000 
wild  horses 

This  modern  ocean-going 
tug  uses  eight  of  our  Airflex" 
clutches  to  handle  its  7,000 
horsepower.  And  they  deliver 
the  rugged  reliability  that 
marine  engineers  have  come 
to  expect  from  Eaton.  On 
some  ships.Eaton  equipment 
installed  in  the  1940's  is  still  in 
service.  Which  is  probably 
why  the  lion's  share  of  the 
marine  clutch  and  brake 
business  in  the  United  States 
belongs  to  Eaton  today. 


Eaton  is  a  family  of  technolog- 
ically related  businesses  with 
a  balanced  combination  of 
manufacturing  and  engineer- 
ing skills.  We're  always  look- 
ing for  new  ways  to  use  these 
skills  in  markets  where  needs 
are  growing.  This  approach 
to  the  management  of 
change  has  been  achieving 
record  sales  and  earnings. 
For  the  complete  story,  write 
to:  Eaton  Corporation,  100 
Erieview  Plaza,  Cleveland, 
Ohio  441 14. 


ALUMINUM 
IS  MAKING 
CARS  AND  TRUCKS 
LIGHTER 
EVERY  YEAR. 


Next  time  you  pass  a  weigh  station  think  of  the  pounds  — an 
gas  -  aluminum  saves.  ; 

Truck  cabs7  Many  new  ones  are  all  Reynolds  Aluminur 
To  save  fuel,  brakes  and  tires. 

Trailers  of  Reynolds  corrosion-resistant  alloys  are  s 
tough  they  last-  hundreds  of  thousands  of  miles.  And  so  ligr 
they  carry  two  tons  more  payload  than  steel  trailers 

Same  for  cars  Each  year,  they  contain  more  aluminur 
This  year  about  100  pounds  each  Which  replaces  almost  25 


pounds  of  heavy  steel 

So  remember 
aluminum  What  it  s 
done  for  trucks     it  s 
now  doing  for  you 
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Conserving  our  resources  and  energ 
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Whirlpool 
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279 

359 

59 

36 

5 

Detroit,  Mich 

Sales 

35 
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Finance 

39 

Eli  Lilly 

Richard  D  Wood 

348 

357 

50 

27 

4 

Brazil,  Ind 

Marketing 

90 

Dayton-Hudson 

William  A  Andres 

349 

357 

50 

18 

1 

Fayette,  Iowa 

Retailing 

n 

Anchor  Hocking 

John  L  Gushman 

357 

357 

64 

16 

9 

Lima,  Ohio 

Legal 

92 

Liggett  Group 

Raymond  J  Mulligan 

342 

356 

55 

15 

3 

Munhall,  Pa 

Marketing 

93 

Shell  Oil 

John  F  Bookout 

335 

356 

54 

26 

1 

Shreveport,  La 

Technical 

94 

Pennwalt 

William  P  Drake 

355 

355 

64 

43 

22 

Bath,  Me 

Marketing 

95 

Boeing 

Thornton  A  Wilson 

341 

354 

56 

34 

8 

Sikeston,  Mo 

Technical 

96 

Intl  Multifoods 

William  G  Phillips 

329 

354 

57 

8 

8 

Cleveland,  Ohio 

Finance 

r 

Potlatch 

Richard  B  Madden 

347 

353 

48 

6 

6 

Orange,  NJ 

Finance 

Raytheon 

Thomas  L  Phillips 

308 

353 

53 

28 

8 

Greece 

Technical 

Burlington  Northern 

Louis  W  Menk 

353 

353 

59 

11 

6 

Englewood,  Colo 

Operations 

DO 

Time  Inc 

Andrew  Heiskell 

324 

352 

61 

39 

7 

Italy 

Operations 

31 

Williams  Companies 

John  H  Williams 

296 

352 

58 

36 

26 

Cuba 

Founder 

02 

Corning  Glass  Works 

Amory  Houghton  Jr 

347 

352 

50 

24 

13 

Corning,  NY 

Administration 

Trans  Union 

Jerome  W  Van  Gorkom 

328 

350 

59 

20 

14 

Denver,  Colo 

Finance 

04 

Northwest  Airlines 

Donald  W  Nyrop 

350 

350 

65 

22 

22 

Elgin,  Neb 

Legal 

Teledyne 

Henry  E  Singleton 

350 

350 

60 

16 

16 

Haslet,  Tex 

Founder 

04 

UV  Industries 

Martin  Horwitz 

350 

350 

56 

12 

7 

New  York,  NY 

Legal 

04 

Champion  Intl 

Andrew  C  Sigler 

350 

350 

45 

20 

2 

Brooklyn,  NY 

Marketing 

04 

S  S  Kresge 

Robert  E  Dewar 

350 

350 

54 

28 

5 

Traverse  City,  Mich 

Legal 

09 

Evans  Products 

Monford  A  Orloff 

349 

349 

63 

19 

14 

Omaha,  Neb 

Legal 

no 

Phillips  Petroleum 

William  F  Martin 

336 

348 

60 

38 

4 

Blackwell,  Okla 

Finance 

in 

Dillingham 

Lowell  S  Dillingham 

318 

345 

65 

42 

16 

Honolulu,  Haw 

Administration 

12 

Household  Finance 

Gilbert  R  Ellis 

314 

344 

61 

41 

4 

Mercer,  Mo 

Operations 

13 

Foster  Wheeler 

Frank  A  Lee 

109 

343 

52 

17 

6 

Greenville,  Pa 

Technical 

14 

Continental  Illinois 

Roger  E  Anderson 

343 

343 

55 

30 

4 

Chicago,  III 

Banking 

15 

Consolidated  Foods 

John  H  Bryan  Jr 

342 

342 

40 

16 

2 

West  Point,  Miss 

Administration 

16 

Budd 

Gilbert  F  Richards 

312 

342 

61 

18 

5 

Prairieburg,  Iowa 

Sales 

17 

Intl  Flavors  &  Frag 

Henry  G  Walter  Jr 

285 

342 

66 

14 

14 

New  York,  NY 

Legal 

18 

Chesebrough-Pond's 

Ralph  E  Ward 

262 

340 

56 

30 

9 

Scotch  Plains,  NJ 

Marketing 

19 

Dun  &  Bradstreet  Cos 

Harrington  Drake 

333 

340 

57 

29 

2 

Kansas  City,  Mo 

Marketing 

20 

Harris  Corp 

Richard  B  Tullis 

280 

339 

63 

21 

9 

Western  Springs,  III 

Marketing 

it  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock, 
t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options, 
t  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long 
term  incentive  program. 
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Who  Gets  the  Most  Pay 


Compensation 


Salary  & 


Total 


Years  Served 


Bonusf 

Remuneration^ 

With 

As 

Businl 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Backgroil 

221 

Hercules 

Werner  C  Brown 

336 

338 

58 

34 

6 

Germsny 

Sal 

222 

Chubb 

William  M  Rees 

322 

338 

61 

39 

7 

Brooklyn,  NY 

Operatic! 

223 

Gt  Northern  Nekoosa 

Samuel  A  Casey 

275 

338 

62 

31 

5 

Peoria,  III 

Lei 

224 

Allegheny  Ludlum  Inds 

Robert  J  Buckley 

•  330 

335 

53 

5 

2 

New  York,  NY 

Product  1 

225 

Levi  Strauss 

Peter  E  Haas 

289 

334 

59 

32 

1 

San  Francisco,  Cal 

Administrat  1 

226 

Masco 

Richard  A  Manoogian 

320 

333 

40 

18 

9 

Long  Branch,  NJ 

Administrat  1 

nu  i  iiiii  i  ju  H 

227 

Weyerhaeuser 

George  H  Weyerhaeuser 

333 

333ft 

50 

27 

11 

Seattle,  Wash 

Productil 

228 

Norfolk  &  Western  Ry 

John  P  Fishwick 

311 

333 

60 

31 

7 

Roanoke,  Va 

Lei 

229 

Dana 

Rene  C  McPherson 

332 

332 

52 

24 

4 

Akron,  Ohio 

Administrat:! 

230 

Avco 

James  R  Kerr 

321 

331 

59 

22 

7 

Las  Vegas,  NM 

Administrat.! 

231 

Abbott  Laboratories 

Edward  J  Ledder 

329 

330 

59 

37 

4 

Chicago,  III 

Mdf  ket 

232 

Carrier 

Melvin  C  Holm 

329 

329 

60 

40 

9 

Iron  River,  Mich 

Finan 

233 

National  Steel 

George  A  Stinson 

316 

329 

62 

15 

11 

Camden,  Ark 

Lei 

234 

Ralph  M  Parsons 

William  E  Leonhard 

323 

327 

62 

10 

1 

Middletown,  Pa 

Techn'n 

235 

Becton,  Dickinson 

Wesley  J  Howe 

268 

327 

55 

28 

2 

Jersey  City,  NJ 

Administrati 

236 

St  Regis  Paper 

George  J  Kneeland 

327 

327 

60 

38 

5 

New  York,  NY 

Producti 

237 

Dow  Chemical 

Zoltan  Merszei 

319 

326 

54 

28 

1 

Hungary 

Marketi 

238 

Winn-Dixie  Stores 

Bert  L  Thomas 

325 

325 

59 

31 

11 

Malad,  Ida 

Producti' 

239 

Southland  Corp 

John  P  Thompson 

296 

325 

51 

28 

16 

Dallas,  Tex 

Finan 

240 

Mallinckrodt 

Harold  E  Thayer 

263 

325 

65 

37 

11 

Rochester,  NY 

Administrati" 

241 

SCM 

Paul  H  Elicker 

319 

322 

54 

20 

5 

New  York,  NY 

Finan 

242 

National  Distillers 

Drummond  C  Bell 

239 

322 

61 

20 

6 

Baltimore,  Md 

Administratii 

243 

Chromalloy  American 

Joseph  Friedman 

317 

321 

70 

20 

17 

Philadelphia,  Pa 

Administ  ratii 

244 

Tosco 

Morton  M  Winston 

320 

320 

46 

13 

1 

New  York,  NY 

Leg 

245 

Polaroid 

Edwin  H  Land 

314 

320 

68 

39 

39 

Bridgeport,  Conn 

Found 

246 

Pillsbury 

William  H  Spoor 

320 

320tt 

1  1 

54 

27 

4 

Pueblo,  Colo 

Administratio 

247 

Pennzoil 

J  Hugh  Liedtke 

300 

318 

55 

21 

9 

Tulsa,  Okla 

Leg] 

248 

Jewel  Companies 

Donald  S  Perkins 

272 

318 

50 

23 

6 

St  Louis,  Mo 

Sal. 

249 

Revco  D  S 

Sidney  Dworkin 

165 

316 

56 

20 

10 

Detroit,  Mich 

Found 

250 

Mercantile  Stores 

Leon  F  Winbigler 

302 

315 

51 

28 

2 

Brookfield,  Mo 

Retailir 

251 

Emhart 

T  Mitchell  Ford 

314 

314 

56 

18 

7 

Albany,  NY 

Leg; 

252 

Signal  Companies 

Forrest  N  Shumway 

290 

314 

50 

20 

9 

Skowhegan,  Me 

Leg| 

253 

SmithKline  Corp 

Robert  F  Dee 

314 

314 

52 

28 

5 

Cincinnati,  Ohio 

Administratic 

254 

Stauffer  Chemical 

H  Barclay  Morley 

309 

313 

48 

14 

3 

Sydney,  Can 

Technic 

255 

American  Cyanamid 

Dr  James  G  Affleck 

313 

313ft 

54 

29 

1 

Yonkers,  NY 

Administratic 

256 

Caterpillar  Tractor 

William  L  Naumann 

304 

313 

65 

47 

2 

Desloge,  Mo 

Productic 

257 

Lear  Siegler 

Robert  T  Campion 

310 

310 

55 

19 

6 

Minneapolis,  Minn 

Financ 

258 

Wells  Fargo 

Richard  P  Cooley 

300 

310 

53 

27 

10 

Dallas,  Tex 

Financ 

259 

Harris  Bankcorp 

William  F  Murray 

274 

307 

64 

42 

6 

Fort  Dodge,  Iowa 

Bankin 

260 

N  L  Industries 

Ray  C  Adam 

295 

306 

57 

5 

2 

Aquilla,  Tex 

Administratio 

261 

St  Joe  Minerals 

Inhn  C  Duncan 

#1/1111   V  VUHuflll 

286 

306 

56 

6 

5 

New  York,  NY 

Operation 

262 

Diamond  Shamrock 

William  H  Bricker 

300 

306 

45 

7 

mil 

Detroit,  Mich 

Marketim 

263 

El  Paso  Company 

Howard  Boyd 

270 

305 

67 

24 

12 

Woodside,  Md 

Leg3 

264 

Quaker  Oats 

Robert  D  Stuart  Jr 

285 

305 

61 

30 

10 

Hubbard  Woods,  III 

Sale 

265 

Anderson-Clayton 

Thomas  J  Barlow 

277 

305 

54 

31 

10 

Houston,  Tex 

Operation 

266 

Aim  CianHar/f 

i  innnam  veaie  n 

1  1 
1 1 

Tnnoka  Kan 
I  upend,  r\0ii 

Fnnnrif 

1  UUIIUG 

267 

Kroger 

James  P  Herring 

303 

303 

62 

22 

6 

Greenville,  NC 

Marketin 

268 

Charter  New  York 

Gordon  T  Wallis 

302 

302 

57 

36 

6 

Salt  Lake  City,  Utah 

Financ 

269 

Capital  Cities  Comm 

Thomas  S  Murphy 

275 

302 

51 

22 

10 

Brooklyn,  NY 

Administratio 

270 

Tiger  International 

Wayne  M  Hoffman 

276 

299 

54 

9 

6 

Chicago,  III 

Lege 

rage'  i 

r 

mptete 


t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 
t  Salary,  bonus,  director's  tees  and  deferred  compensation;  excludes  stock  options, 
it  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 
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Four  keys  to  profit: 
a  good  product, 
a  good  sales  rep, 
a  good  credit  manager 
and  Dun  &  Bradstreet 


With  9  out  of  every  10  business  transactions  done  on 
jit,  the  right  credit  decisions— who's  good  for  how  much— 
substantially  affect  a  company's  earnings. 

It  takes  the  evaluation  skills  of  a  professional  credit 
lager.  And  it  takes  Dun  &  Bradstreet,  the  business  world's 
iber  one  source  of  commercial  credit  information. 

Only  Dun  &  Bradstreet  arms  credit  managers  with 
:  nplete  information  on  5,000,000  companies  worldwide.  Up- 
jiate  information,  so  credit  can  alert  sales  to  changing  situa- 
Is  among  current  customers.  Growth  patterns  that  can  steer 
lales  force  to  new  profit  opportunities. 

Most  importantly,  complete  credit  reports  from 
jB  can  help  credit  managers  increase  net  profits  by  reducing 
1  average  collection  period  of  receivables. 


Consider  the  impact  on  profits  if  customers  paid  you  an 
average  of  just  10  days  sooner.  For  a  paper  maker  with  annual 
sales  of  $40  million,  this  translated  into  a  $50,000  increase 
in  after-tax  profits,  or  approximately  a  lO'-per-share  gain. 

A  direct  line  to  improving  your  bottom  line. 

Let  Dun  &  Bradstreet  estimate  for  you  how  much  your 
company  would  gain  by  a  10-day  change  in  your  average 
collection  period.  Just  call  us  at  800-228-2700-a  special, 
direct,  toll-free  number— and  tell  us  your  line  of  business  and 
annual  dollar  sales  volume.  We'll  get  back  to  you  quickly  with 
the  brow-raising  figure. 

The  credit  manager  and  Dun  &  Bradstreet.  Two  of  the 
keys  that  can  open  doors  to  more  profits. 

'In  Nebraska,  phone  402-397-5400. 


DUN  &  BRADSTREET 

The  essential  business. 


Other  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know:  The  Reuben  H  Donnelley  Corporation 'Corinthian  Broadcasting  Corporation 
m  &  Bradstreet  lnternational»Dun-Donnelley  Publishing  Corporation  •Moody's  Investors  Service' Marketing  Services  Division  "Management  Consulting  Division 


Who  Gets  the  Most  Pay 


Compensation 


Bonusf   Remuneration:}:  With  As  Bu: 

Rank  Company  Chief  Executive  ($000)  ($000)  Age   Company  Chief  Place  of  Birth  Backg 

271  Louisiana  Land  John  G  Phillips  298  298  -54  25  4  Camden,  Ark  Fin 

272  General  Signal  Nathan  R  Owen  290  298  58  16  15  Burnt  Hills,  NY  Techi 

273  Interlake  Reynold  C  MacDonald  280  295  58  10  8  Billings,  Mont  Operat 

274  General  Tel  &  Elec  Theodore  F  Brophy      •  295  295ft  54  19  1  New  York,  NY  L 

275  Square  D  Mitchell  P  Kartalia  295  295  64  36  9  Yukon,  Pa  Marke 

276  Armstrong  Cork  James  H  Binns  294  294  64  41  9  Salida,  Colo  Operat 

277  Cooper  Industries  Robert  Cizik  294  294  46  15  2  Scranton,  Pa  Fina 

278  Republic  Steel  William  J  De  Lancey  276  293  60  25  3  Chicago,  III  Administra 

279  Chase  Manhattan  Corp  David  Rockefeller  293  293  61  31  8  New  York,  NY  Banl 

280  Natl  Detroit  Corp  Robert  M  Surdam  273  292  59  30  8  Albany,  NY  Fina 

281  Air  Prods  &  Clients  Edward  Donley  287  292  55  34  3      Highland  Park,  Mich  Techn 

282  Carnation  H  Everett  Olson  265  292  70  46  14  Chicago,  III  Fina 

283  Beatrice  Foods  Wallace  N  Rasmussen  257  291  63  43  1  Beatrice,  Neb  Techn 

284  Amsted  Goff  Smith  256  291  60  30  3  Jackson,  Tenn  Si 

285  Kane-Miller  6Daniel  Kane  291  291  61  44  17  New  York,  NY  S 

286  Newmont  Mining  Plato  Malozemoff  290  290  67  31  23  Russia  Administral 

287  Gannett  Allen  H  Neuharth  289  289  53  14  3  Eureka,  SD  Journal! 

288  McDonald's  Fred  L  Turner  267  288  44  20  3  Des  Moines,  Iowa  Administral 

289  Crane  Thomas  M  Evans  287  287  66  18  18  Pittsburgh,  Pa  Final 

290  Norton  Robert  Cushman  281  287  61  32  6  Winchester,  Mass  Market 

291  CIT  Financial  Walter  S  Holmes  Jr  287  287  57  18  6  South  River,  NJ  Finai 

292  Control  Data  William  C  Norris  285  285  65  19  19  Red  Cloud,  Neb  Foum 

293  Northern  Natural  Gas  Willis  A  Strauss  285  285  55  28  10  Omaha,  Neb  Techni 

294  Chicago  Bridge  &  Iron  Marvin  G  Mitchell  192  285  60  37  7  Waycross,  Ga  Sa 

295  Ethyl  Floyd  D  Gottwald  Jr  178  285  54  33  7  Richmond,  Va  AdministratJ 

296  BanCal  Tri-State  Chauncey  E  Schmidt  285  285  45  1  1  Oxford,  Iowa  Bank 
296  May  Dept  Stores  David  E  Babcock  175*  285*  63  10  1  Manitowoc,  Wise  Administrati 

298  Amer  Hospital  Supply  Karl  D  Bays  266  284  43  18  6  Loyall,  Ky  S 

299  INA  Ralph  S  Saul  281  284  54  2  2  Brooklyn,  NY  Le 

300  Castle  &  Cooke  Donald  J  Kirchhoff  282  282  51  20  2  St  Louis,  Mo  Administrati 

301  Kellogg  Joe  E  Lonning  233  281  61  36  5  Thor,  Iowa  Marked 

302  United  States  Gypsum  Graham  J  Morgan  280  280  59  37  12  Aurora,  III  Market: 

303  Sherwin-Williams  Walter  O  Spencer  274  280  50  28  5  Kenosha,  Wise  Producti 

304  Cone  Mills  Lewis  S  Morris  260  280  62  39  12  Salisbury,  NC  Administrati 

305  Crocker  Natl  Corp  Thomas  R  Wilcox  258  280  60  3  3  New  York,  NY  Bankii 

306  Amfac  Henry  A  Walker  Jr  279  279  55  29  9  Honolulu,  Haw  Administrati 
306  American  Airlines  Albert  V  Casey  275  279  57  3  3  Boston,  Mass  Finan 

308  Owens-Corning  Fbrgls     William  W  Boeschenstein  270  279  51  26  4  Chicago,  III  Administrati 

309  Nash  Finch  Thomas  A  Riley  185  278  63  38  5  Stover,  Mo  Operatic* 

310  Inland  Steel  Frederick  G  Jaicks  271  278  58  36  5  Chicago,  III  Producti 

311  Mohasco     Herbert  L  Shuttleworth  II  275  278  63  39  25  Amsterdam,  NY  Administratis 

312  Santa  Felntl  Edfred  L  Shannon  Jr  255  277  50  23  14  Durant,  Okla  Technic 

313  ACF  Industries  John  F  Burditt  196  276  59  28  10      Newton  Center,  Mass  Finani 

314  Carter  Hawley  Hale  'Edward  W  Carter  275  275  65  31  31  Cumberland,  Md  Retaili; 
314  Safeway  Stores  William  S  Mitchell  275  275  62  40  3  Alameda,  Cal  Administrate 

314  MCA  Lew  R  Wasserman  250  275  64  40  30  Cleveland,  Ohio  Sail 

314  USLIFE  Gordon  E  Crosby  Jr  275  275  56  18  11  Remsen,  Iowa  Sal 

318  Combined  Insurance  Clement  Stone  248  274  48  25  3  Evanston,  III  Sal 

319  Wachovia  Corp  "John  F  Watlington  Jr  250  273  66  43  21  Reidsville,  NC  Bankii 

320  Dow  Jones  Warren  H  Phillips  209  272  50  29  2  New  York,  NY  Journalis 


t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock.  0  For  year  ended  1/31/76. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options  6.  Stanley  B.  Kane  (formerly  co-CEO)  became  sole  CEO.  1/1/77. 

ft  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  lone-  7.  Succeeded  by  Philip  M.  Hawley,  2/1/77. 
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Today's  Babcock&Wilcox. 
We're  a  lot  more  than  a 


power  in  power  generation. 


ding  a  lathe  with  extra  work.  Our  Auto 
\n  sti  Machine  Division  has  developed  an 
matic  loader,  capable  of  handling  diam 
5  up  to  9"  and  parts  up  to  80  pounds, 
significantly  increases  the  capacity 
effic  iency  of  lathe  operations.  The 
icjjjpion  is  also  a  leading  manufacturer  of 
ch  machines,  transfer  lines  and 
ng  tools. 


Keeping  ash  out  of  the  atmosphere.  In  producing 
electricity,  fly  ash  is  often  generated  along  with  the 
power.  Keeping  it  from  escaping  is  a  job  for  B&W 
electrostatic  precipitators.  99%+  efficient,  they  trap 
ash  as  it  goes  up  the  stack,  then  force  it  to  the  floor 
where  it  can  be  collected  and  carted  away.  Perform- 
ance like  this  has  helped  make  us  a  major  designer 
and  manufacturer  of  pollution  control  equipment 
serving  a  wide  variety 
of  industries. 


Drawing  steam  from  the  sun.  Teamed 
with  Honeywell,  Black  &  Veatch, 
Research  Inc.  and  Northern  States 
Power  Company,  B&W  is  designing  an 
experimental  boiler  for  ERDA  that  will 
operate  on  solar  power.  Further  research 
calls  for  such  a  boiler  to  be  located  atop 
a  1500'  tower.  The  boiler  will  receive 
solar  heat  reflected  upwards  from  mir- 
rors whose  angles 
will  continually 
change  with  the 
course  of  the  sun. 
While  bulk  produc- 
tion of  electricity 
from  solar  power  is  a 
long  way  off,  projects 
such  as  this  will  help 
solve  many  technical 
obstacles. 


wder  that  substitutes  for  coke. 

tly  developed  by  B&W  and 
co  Steel,  a  system  for  inject- 
*  )ulverized  coal  into  blast 
ces  has  been  used  for  three 
s  at  Armco's  Ashland,  Ky.  plant, 
ubstituting  cheaper  coal  for 
nsive  coke,  the  system  has 
J\  eved  substantial  fuel  cost 
gs. 


We've  got  it  all  under  control.  Supertankers 

like  theTT  Brooklyn  benefit  from  a  com- 
plete combustion  control  system  manufac- 
tured by  our  Bailey  Meter  subsidiary.  In 
addition  to  the  marine  market,  Bailey 
produces  computer-based  control  systems 
for  both  the  utility  and  process  industries. 


Babcock&Wilcox 

161  EAST  42ND  ST.  NEW  YORK.  N  Y  10017 
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Who  Gets  the  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration}; 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

321 

Eastern  Gas  &  Fuel 

John  N  Philips 

202 

272 

55 

30 

3 

Pittsburgh,  Pa 

Administration 

322 

Rexnord 

William  C  Messinger 

195 

270 

62 

34 

9 

Milwaukee,  Wise 

Production 

323 

Houston  Natural  Gas 

Robert  R  Herring 

185 

270 

56 

13 

9 

Childress,  Tex 

Technical 

324 

Mellon  National  Corp 

James  H  Higgins 

233 

270 

61 

26 

2 

Kansas  City,  Mo 

Finance 

325 

North  Amer  Philips 

Pieter  C  Vink 

270 

270 

57 

12 

8 

The  Netherlands 

Marketing 

326 

Mesa  Petroleum 

Thomas  B  Pickens  Jr 

243 

270ft 

48 

20 

13 

Holdenville,  Okla 

Founder 

327 

Olinkraft 

9Marjen  H  Collet 

265 

270 

64 

21 

10 

Kirkwood,  Mo 

Technical 

328 

Louisiana-Pacific 

Harry  A  Merlo 

253 

268 

50 

27 

3 

Stirling  City,  Cal 

Marketing 

329 

St  Paul  Companies 

Carl  B  Drake  Jr 

259 

268 

57 

35 

4 

St  Paul,  Minn 

Administration 

330 

Loews 

Laurence  A  Tisch 

266 

267 

54 

17 

17 

New  York,  NY 

Finance 

331 

Foremost-McKesson 

William  W  Morison 

260 

267 

64 

31 

2 

Oakland,  Cal 

Marketing 

332 

Western  Bancorp 

Ralph  J  Voss 

267 

267 

66 

30 

3 

Eagle  Grove,  Iowa 

Banking 

333 

Columbia  Gas  System 

Bernard  J  Clarke 

255 

266 

56 

25 

1 

Philadelphia,  Pa 

Technical 

334 

PACCAR 

Charles  M  Pigott 

262 

266 

48 

20 

9 

Seattle,  Wash 

Administration 

335 

Blue  Bell 

Lowell  K  Mann 

237 

265 

59 

30 

3 

La  Grange,  Ga 

Production 

336 

Southern  Pacific 

Benjamin  F  Biaggini 

257 

264 

61 

40 

8 

New  Orleans,  La 

Technical 

337 

Anheuser-Busch 

August  A  Busch  III 

263 

263 

39 

19 

2 

St  Louis,  Mo 

Marketing 

338 

H  F  Ahmanson 

William  H  Ahmanson 

242 

263 

51 

27 

8 

Omaha,  Neb 

Administration 

339 

R  H  Macy 

Donald  B  Smiley 

167 

262 

62 

31 

5 

Albany,  III 

Legal 

340 

Consol  Freightways 

William  G  White 

206 

262 

64 

17 

16 

San  Francisco,  Cal 

Operations 

341 

Tesoro  Petroleum 

Robert  V  West  Jr 

262 

262 

56 

20 

12 

Kansas  City,  Mo 

Founder 

342 

Transco  Companies 

William  J  Bowen 

252 

261 

55 

2 

2 

Sweetwater,  Tex 

Technical 

343 

Esmark 

Robert  W  Reneker 

261 

261 

64 

43 

9 

Chicago,  III 

Sales 

344 

U  S  Industries 

1  John  Billera 

261 

261 

64 

24 

12 

New  York,  NY 

Finance 

345 

Western  Union 

Russell  W  McFall 

260 

260 

55 

13 

11 

Moline,  III 

Technical 

346 

Texas  Eastern 

George  F  Kirby 

250 

259 

60 

7 

4 

Cheneyville,  La 

Administration 

347 

Martin  Marietta 

J  Donald  Rauth 

258 

258 

59 

36 

4 

Pitman,  NJ 

Technical 

348 

Champion  Spark  Plug 

Robert  A  Stranahan  Jr 

258 

258 

62 

41 

22 

Toledo,  Ohio 

Administration 

349 

Certain-teed 

Donald  E  Meads 

257 

257 

56 

2 

2 

Salem,  Mass 

Finance 

350 

Travelers 

Morrison  H  Beach 

250 

256 

60 

37 

4 

Winsted,  Conn 

Insurance 

031 

Ira  DP  A 

Charles  F  Barber 

ca 
DU 

21 

6 

UniCagO,  III 

Legal 

352 

Chemical  New  York 

Donald  C  Platten 

240 

255 

58 

36 

4 

New  York,  NY 

Banking 

353 

Genl  Tire  &  Rubber 

Michael  G  O'Neil 

252 

255 

55 

31 

17 

Akron,  Ohio 

Administration 

354 

AMF 

Rodney  C  Gott 

250 

255 

65 

31 

9 

Brooklyn,  NY 

Technical 

355 

Central  Soya 

Joseph  F  Jones 

255 

255 

62 

17 

1 

De  Soto,  Mo 

Production 

356 

GATX 

Thomas  M  Thompson 

255 

255 

59 

37 

16 

Youngstown,  Ohio 

Sales 

03/ 

McDonnell  Douglas 

Sanford  N  McDonnell 

197 

254 

54 

28 

5 

Lltlie  KOCK,  HlK 

Tofh  n  i  pa  1 
1  cLIIIIIlsdl 

358 

Upjohn 

Ray  T  Parfet  Jr 

235 

254 

54 

29 

15 

Port  Huron,  Mich 

Finance 

359 

Texas  Gas  Transmn 

William  M  Elmer 

247 

253 

62 

29 

9 

Rochelle,  III 

Finance 

360 

Southern  Railway 

,0W  Graham  ClaytorJr 

253 

253 

65 

13 

9 

Roanoke,  Va 

Legal 

361 

So  Natural  Resources 

John  S  Shaw  Jr 

232 

252 

61 

16 

9 

New  Orleans,  La 

Finance 

362 

Reliance  Group 

Saul  Steinberg 

252 

252 

37 

16 

16. 

New  York,  NY 

Founder 

Dtni/Apo  T,„.l  UV 

Banners  i  rust  NY 

Alfred  Bnttain  III 

225 

252 

oU 

9 

Evanston,  III 

364 

Hpuulptt-Par  karri 

William  O  UniuloH 

vvniiam  n  newien 

CH\J 

CO 
DO 

38 

8 

Ann  Arhnr  Mirh 

Foundei 

365 

Florida  Power  &  Lt 

Marshall  McDonald 

170 

251 

59 

5 

5 

Memphis,  Tenn 

Finance 

366 

Westvaco 

David  L  Luke  III 

250 

250 

53 

25 

13 

Tyrone,  Pa 

Finance 

367 

Rollins  Inc 

0  Wayne  Rollins 

250 

250 

65 

29 

29 

Ringgold,  Ga 

Founder 

367 

Donaldson,  Lufkin 

Richard  H  Jenrette 

243 

250 

48 

18 

3 

Raleigh,  NC 

Founder 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock.  9.  Retired  May  1977;  successor  not  vet  named 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  10.  Succeeded  by  L.  Stanley  Crane,  2/11/77. 

ft  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  lone- 
term  incentive  program. 
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Think  of  your 

teiratfonal  bank 

asa 
secretary 


1.  Does  she  have  1700 
international  telephone 
numbers  in  her  little  black 
book? 

2.  Will  she  work  through 
lunch  and  still  keep  smiling? 

3.  Can  she  cope  if  you  take  a 
fishing  trip? 

4»  Does  she  talk  your  cus* 
tomers'  languages? 

If  you  chose  your  bank  the 
way  you'd  choose  a  secretary, 
would  yours  still  get  the  job? 

Barclays  International  has  all 
the  right  qualifications:  we  can 
talk  business  to  your  customers 
and  contacts  in  their  own 


language  in  over  70  countries, 
through  1700  branches.  And  of 
course,  that  s  quite  apart  from 
the  3000  Barclays  branches  in 
the  UK.  We  can  provide  the 
skills  and  the  expert  advice  and 
market  intelligence  you  need. 
And  arrange  finance  in  virtually 
any  currency  you  care  to  name. 

Like  the  perfect  secretary 
we  Ye  ready  and  willing  to  help 
at  a  moments  notice -and  stay 
with  the  job  until  its  finished. 

So  ask  your  secretary  to  get 
in  touch  with  our  Vice-President, 
Corporate  Business  Development 
at  200  Park  Avenue,  New  York, 
N.Y,  10017. 


BARCLAYS 

International 


The  perfect  Gal  Friday. 


Who  Gets  the  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration} 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

367 

United  Brands 

"Wallace  W  Booth 

225 

250 

54 

2 

2 

Nashville,  Tenn 

Finance 

367 

Fisher  Foods 

John  Fazio 

250 

250 

57 

11 

11 

Cleveland,  Ohio 

Retailing 

367 

SCOA  Industries 

Herbert  H  Schiff 

200 

250 

60 

38 

12 

Columbus,  Ohio 

Administration 

372 

Standard  Brands 

F  Ross  Johnson 

211 

249 

45 

5 

1 

Winnipeg,  Can 

Finance 

373 

Georgia-Pacific 

Robert  E  Flowerree 

229 

249 

56 

25 

1 

New  Orleans,  La 

Operations 

374 

Albertson's 

Warren  E  McCain 

226 

248 

51 

25 

1 

Logan,  Kan 

Operations 

375 

Archer  Daniels  Midland 

Dwayne  O  Andreas 

248 

248 

59 

6 

6 

Worthington,  Minn 

Finance  ,; 

376 

Gillette 

Colman  M  Mockler  Jr 

236 

248 

47 

19 

2 

St  Louis,  Mo 

Finance  . 

377 

Sterling  Drug 

W  Clarke  Wescoe 

219 

246 

57 

7 

3 

Allentown,  Pa 

Technical  $ 

378 

American  Motors 

Roy  D  Chapin  Jr 

246 

246 

61 

39 

10 

Detroit,  Mich 

Finance  [f, 

379 

First  Chicago  Corp 

A  Robert  Abboud 

218 

246 

47 

18 

1 

Boston,  Mass 

Banking 

380 

Litton  Industries 

Charles  B  Thornton 

244 

244 

63 

23 

23 

Knox  County,  Tex 

Founder  r 

381 

Seaboard  Coast  Line 

W  Thomas  Rice 

243 

243 

64 

19 

12 

Hague,  Va 

Technical  ^! 

382 

National  City  Corp 

Claude  M  Blair 

175 

243 

64 

10 

5 

Columbia,  Tenn 

Legall  iti0 

383 

First  Banc  Group 

John  G  McCoy 

213 

243 

64 

39 

17 

Marietta,  Ohio 

Finance  -: 

384 

GAF 

Jesse  Werner 

242 

242 

60 

38 

15 

New  York,  NY 

Technical  1 

385 

ARA  Services 

William  S  Fishman 

233 

242 

61 

37 

2 

Clinton,  Ind 

n  lt( 
Operations 

386 

McGraw-Hill 

Harold  W  McGraw  Jr 

242 

242ft 

59 

30 

1 

New  York,  NY 

Marketing 

387 

Amstar 

Robert  T  Quittmeyer 

240 

242 

56 

21 

5 

Peekskill,  NY 

Legal  ® 

388 

Petrolane 

Rudolph  J  Munzer 

227 

241 

59 

30 

20 

Minneapolis,  Minn 

Sales  [S 

III 

389 

Hanna  Mining 

James  N  Purse 

232 

241 

53 

21 

3 

Detroit,  Mich 

Sales  i 

390 

George  A  Hormel 

Ira  J  Holton 

241 

241 

57 

30 

5 

Cedar  Rapids,  Iowa 

Legal  , 

391 

Bucyrus-Erie 

Eugene  P  Berg 

216 

241 

63 

16 

14 

Chicago,  III 

Production  re- 

392 

Pet 

Boyd  F  Schenk 

241 

241 

54 

29 

8 

Providence,  Utah 

production  ly 

393 

Vulcan  Materials 

Bernard  A  Monaghan 

230 

240 

61 

19 

18 

Birmingham,  Ala 

Legal  a 

394 

A  E  Staley  Mfg 

Donald  E  Nordlund 

240 

240 

55 

21 

4 

Stromsburg,  Neb 

Administration  1 

394 

Turner  Construction 

1  aHoward  S  Turner 

240 

240 

65 

12 

9 

Jenkintown,  Pa 

Administration  1 

396 

Natomas 

Dorman  L  Commons 

223 

239 

59 

3 

3 

Denair,  Cal 

Administration  1 

397 

Northwest  Bancorp 

Henry  T  Rutledge 

229 

239 

64 

48 

11 

Glencoe,  Minn 

Finance  1 

398 

General  Reinsurance 

Harold  J  Hudson  Jr 

233 

239tt 

53 

21 

5 

Kansas  City,  Mo 

Legal  1 

399 

Reynolds  Metals 

David  P  Reynolds 

238 

238 

61 

40 

1 

Bristol,  Tenn 

Marketing;! 

400 

Whittaker 

Joseph  F  Alibrandi 

233 

238 

48 

6 

6 

Boston,  Mass 

Administration  1 

401 

Phelps  Dodge 

George  B  Munroe 

228 

238 

55 

19 

7 

Joliet,  III 

Legal  1 

402 

Campbell  Taggart 

Bill  O  Mead 

236 

236 

57 

17 

7 

Abilene,  Tex 

Sales  1 

403 

Melville 

Francis  C  Rooney  Jr 

236 

236 

55 

24 

13 

N  Brookfield,  Mass 

Retailing  1 

404 

Pullman 

Samuel  B  Casey  Jr 

230 

236 

49 

6 

6 

Pittsburgh,  Pa 

Administration  I 

405 

Peoples  Gas 

Robert  M  Drevs 

235 

235 

64 

43 

4 

Chicago,  III 

Finance  1 

406 

Associated  Dry  Goods 

Richard  R  Pivirotto 

235 

235 

46 

23 

1 

Youngstown,  Ohio 

Administration  m 

407 

First  Hawaiian  Inc 

John  D  Bellinger 

142 

235 

54 

35 

8 

Honolulu,  Haw 

Operations  1 

408 

Johns-Manville 

John  A  McKinney 

227 

234 

54 

26 

1 

Huntsville,  Tex 

Legal  1 

409 

Consolidated  Edison 

Charles  F  Luce 

183 

233 

59 

9 

9 

Platteville,  Wise 

Administration  M 

410 

Republic  of  Texas 

James  W  Aston 

203 

232 

65 

31 

16 

Farmersville,  Tex 

Banking  Hj 
 ■ 

A  1  1 

411 

Eltra 

J  Adreon  Keller 

228 

231 

58 

21 

19 

Baltimore,  Md 

Administration  1 

toastai  states  uas 

Oscar  S  Wyatt  Jr 

230 

231 

52 

21 

21 

Beaumont,  Tex 

rounuci  ■ 

413 

Nationwide  Corp 

Dean  W  Jeff  ers 

230 

230 

60 

37 

5 

Woodsfield,  Ohio 

Marketing! 

414 

Brunswick 

K  Brooks  Abernathy 

185 

230 

58 

15 

1 

Missoula,  Mont 

Operations  l| 

415 

Santa  Fe  Industries 

John  S  Reed 

230 

230 

59 

37 

4 

Chicago,  III 

Operations  1 

416 

Wheeling-Pitts  Steel 

Robert  E  Lauterbach 

218 

229 

58 

37 

3 

Erie,  Pa 

Finance  I 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock, 
t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options, 
ft  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 


11.  Succeeded  by  Seymour  Milstein,  2/1/77. 

12.  Succeeded  by  Walter  B.  Shaw,  1/1/77. 
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You  need  to  make  on-the-spot 
decisions  at  three  or  four 
different  locations  today* 

And  they're  all  over  the  map. 


ir  presence  is  a  must  in  a  lot 
;ey  matters  at  places  outside 
r  office.  And  when  these 
:es  aren't  at  airports,  there's 
;ombination  of  air  and  surface 
-el  that  can  get  you  to  all  of 
n,  door  to  door,  as  quickly  as 
tell.  You  fly  directly  to  your 
tination  and  you  don't  take  a 
)le  day  on  the  way. 

in  cabin-class  comfort.  You 

take  your  whole  team  along, 
to  six  people.  Bell's  exclusive 
ia-Matic™  suspension  gives 
a  smooth,  quiet  ride  for  in- 
Ijht  conferences  and  problem- 
$!'!  zing  sessions.  And  the  carpet- 
paneling,  fabrics  are  exec- 
e-class  all  the  way.  Surpris- 
ly,  the  cost  is  about  the  same 
a  piston-powered  cabin-class 
i  airplane. 


Two  Models  to  choose  from. 

You'll  find  that  the  7-place  Long- 
Ranger  or  5-place  JetRanger  III 
can  put  you  on  top  of  a  surpris- 
ingly large  chunk  of  your  busi- 
ness world.  That's  why  over  1 ,000 
progressive  corporations  use 


The 
LongRanger. 
When  you  need 
e  everywhere. 


helicopters  —  and  most  of  them 
are  Bells. 

Check  how  a  Bell  can  fit  into  your 
business.  Bell  has  prepared  a 
comprehensive  analysis  to  help 
you  evaluate  your  short  range 
travel  opportunities.  It's  called  a 
Bell  RangeFinder,  and  it  includes 
background  on  corporate  heli- 
copter operations,  time  efficiency 
information,  route  analysis  guide 
and  area  maps  of  the  U.S.  with 
BellRange  overlays. 

□  For  your  free  RangeFinder 

□  to  arrange  a  demo  flight,  or 

□  the  name  of  your  nearest  Bell 
charter  operator,  contact  Dwayne 
Jose,  Bell's  Vice  President  — 
Commercial  Marketing,  Box  532, 
Ft.  Worth,  Texas  76101.  (817) 
280-2117. 


^?re  Union  Camp: 
look  at  us  this  way;- 


iokatus 
Also! 
these o 


;nts  proc 
striak 
Attht 
trintw 


Dk  at  us  as  a  leading  producer  of  building  materials  —  lumber,  plywood  and  particleboard. 

Also  look  at  us  as  a  company  with  a  perpetually  renewable  source  of  top  quality  raw  material 
these  operations.  Our  woodlands  base  of  1,700,000  acres  gives  us  a  great  deal  of  flexibility  in 
iging  our  wood  resources  to  their  most  efficient  use.  Nine  lumber,  plywood  and  particleboard 
nts  produce  a  full  line  of  products  for  housing  and  construction  as  well  as  for  furniture  and  other 
ustrial  uses. 

At  the  same  time,  by-products  of  these  operations  — wood  chips,  sawdust, planer  mill  shavings 
i  trim  waste  supply  our  paper  mills  with  additional  raw  materials  along  with  bark  which  is  burned 
uel.  It  gives  us  fuller  utilization  of  a  primary  resource  —  our  trees. 

And  as  the  outlook  for  housing  and  construction  improves  our  building  materials  business 
ks  even  better.  Our  building  products'  story  is  typical  of  how  our  growth  in  one  area  helps 
•  growth  in  other  ways  as  well.  I 

nt  a  closer  look  at  Union  Camp's  ^HfW  .  ,        .      .  , 

wth?  Write  for  our  latest  LUHLMijJ  C>r<minj>ui  more  ways  tli&m  one. 

nUal  Report.  ft^  Union  Camp  Corporation,  1600  Valley  Road,  Wayne,  New  Jersey  07470 


ER  •  PACKAGING  •  CHEMICALS  •  MINERALS  •  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 


■ 

-  ' 


K  ' 
...  . 


■ 


i 

4 


Moving 
ore  fluids  for 
more  industries 

with  more  pump  specialists 
in  more  parts  of  the  world 
than  any  other  pump  company 
in  the  world. 


■mi?,*: 


i 


Who  Gets  the  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration^ 

With 

As 

Business 

lank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Cnmnanv 

Chief 

Place  of  Birth 

Background 

17 

Bank  of  New  York 

Elliott  Averett 

188 

229 

59 

37 

2 

Chatham,  NJ 

Banking 

18 

Flickinger 

Robert  F  Norris 

229 

229 

55 

4 

2 

Mullinville,  Kan 

Administration 

19 

Charter  Company 

Raymond  K  Mason 

229 

229 

50 

24 

13 

Jacksonville,  Fla 

Founder 

20 

Joy  Manufacturing 

James  W  Wilcock 

229 

229 

59 

11 

9 

Dayton,  Ohio 

Marketing 

21 

Colonial  Stores 

Ernest  F  Boyce 

228 

228 

60 

Aw 

in 

Somerville,  Mass 

Administration 

22 

Clorox 

Robert  B  Shetterly 

211 

228ft 

61 

40 

9 

Corning,  NY 

Marketing 

23 

Panhandle  Eastern 

Richard  L  O'Shields 

219 

228 

50 

17 

7 

Ozark,  Ark 

Production 

24 

Del  Monte 

' 'Alfred  W  Eames  Jr 

220 

228 

62 

42 

8 

Honolulu,  Haw 

Production 

25 

Baxter  Travenol 

William  B  Graham 

208 

227 

65 

32 

24 

Chicago,  III 

Legal 

26 

Fleming  Companies 

Richard  D  Harrison 

202 

227 

53 

24 

1 1 

X  X 

Salt  Lake  City,  Utah 

Legal 

27 

NLT 

William  C  Weaver  Jr 

221 

226 

64 

36 

4 

Nashville,  Tenn 

Finance 

28 

Texas  Commerce  Bshs 

Ben  F  Love 

215 

225 

52 

10 

4 

Vernon,  Tex 

Finance 

29 

White  Motor 

Semon  E  Knudsen 

225 

225 

64 

6 

6 

Buffalo,  NY 

Administration 

29 

Cleveland-Cliffs 

Samuel  K  Scovil 

159 

225 

53 

27 

1 

Cleveland,  Ohio 

Sales 

31 

Reliance  Electric 

B  Charles  Ames 

224 

224 

51 

5 

1 

Elgin,  III 

Administration 

32 

Dravo 

Robert  Dickey  III 

224 

224 

59 

29 

11 

Pittsburgh,  Pa 

Sales 

33 

Stop  &  Shop 

Sidney  R  Rabb 

219 

223 

76 

59 

47 

Boston,  Mass 

Administration 

34 

First  Bank  System 

Donald  R  Grangaard 

210 

223 

58 

38 

8 

Rothsay,  Minn 

Administration 

35 

CleveTrust  Corp 

M  Brock  Weir 

223 

223 

55 

4 

4 

Wenatchee,  Wash 

Finance 

36 

National  Can 

Frank  W  Considine 

213 

222 

55 

15 

4 

Chicago,  III 

Sales 

37 

General  Host 

Harris  J  Ashton 

220 

220 

44 

12 

7 

Elizabeth,  NJ 

Legal 

38 

Grumman 

John  C  Bierwirth 

220 

220 

53 

4 

2 

Lawrence,  NY 

Finance 

39 

Pacific  Lighting 

Paul  A  Miller 

214 

219 

52 

28 

8 

San  Francisco,  Cal 

Finance 

40 

Industrial  National 

John  J  Cummings  Jr 

196 

219 

53 

30 

5 

Providence,  Rl 

Finance 

41 

Morrison-Knudsen 

William  H  McMurren 

197 

218 

49 

22 

4 

Ontario,  Ore 

Technical 

142 

Commonwealth  Edison 

Thomas  G  Ayers 

218 

218 

62 

39 

4 

Detroit,  Mich 

Administration 

43 

American  Financial 

Carl  H  Lindner 

217 

217 

58 

23 

23 

Dayton,  Ohio 

Founder 

44 

Lubrizol 

Thomas  W  Mastin 

206 

217 

63 

34 

5 

New  Castle,  Ind 

Administration 

A  C 

45 

Trans  World  Airlines 

1 'Charles  CTillinghastJr 

187 

217 

66 

16 

16 

Saxton's  River,  Vt 

Legal 

A  C 

46 

Investors  Div  Svcs 

Charles  R  Orem 

188 

216 

60 

5 

5 

Nashville,  Tenn 

Finance 

r 

Crum  &  Forster 

B  P  Russell 

211* 

215* 

57 

35 

6 

Fort  Worth,  Tex 

Sales 

48 

Paine  Webber 

James  W  Davant 

213 

213 

59 

31 

7 

McComb,  Miss 

Finance 

49 

Amer  Genl  Insurance 

Benjamin  N  Woodson 

210 

212 

68 

23 

4 

Altoona,  Kan 

Sales 

50 

American  Natl  Finl 

Glendon  E  Johnson 

212 

212 

53 

6 

6 

Cleveland,  Utah 

Legal 

51 

So  Calif  Edison 

Jack  K  Horton 

205 

212 

60 

18 

12 

Stanton,  Neb 

Legal 

Delta  Air  Lines 

William  T  Beebe 

211 

211 

62 

30 

5 

Los  Angeles,  Cal 

Administration 

53 

NICOR 

Clarence  J  Gauthier 

180 

211 

55 

31 

5 

Houghton,  Mich 

Technical 

54 

Freeport  Minerals 

Paul  W  Douglas 

209 

211 

50 

24 

1 

Springfield,  Mass 

Marketing 

55 

United  Telecom 

Paul  H  Henson 

211 

211 

51 

18 

10 

Bennet,  Neb 

Technical 

56 

First  Penna  Corp 

John  R  Bunting 

200 

210 

51 

12 

8 

Philadelphia,  Pa 

Banking 

56 

Lone  Star  Industries 

Robert  W  Hutton 

210 

210ft 

56 

12 

2 

Olympia,  Wash 

Operations 

po 

Adolph  Coors 

William  K  Coors 

208 

208 

60 

37 

16 

Golden,  Colo 

Technical 

59 

National  Industries 

Joseph  A  Gammon 

205 

208 

55 

11 

2 

Bowling  Green,  Ky 

Administration 

60 

Amerada  Hess 

Leon  Hess 

207 

207 

63 

44 

4 

Asbury  Park,  NJ 

Founder 

61 

Dover  Corp 

Thomas  C  Sutton 

190 

207 

56 

25 

13 

Longmont,  Colo 

Sales 

62 

US  Fidelity  &Gty 

Williford  Gragg 

207 

207 

62 

39 

4 

Memphis,  Tenn 

Legal 

63 

Rohm  &  Haas 

Vincent  L  Gregory  Jr 

200 

206 

53 

27 

6 

Oil  City,  Pa 

Finance 

64 

General  Public  Utils 

William  G  Kuhns 

206 

206 

55 

21 

10 

Milwaukee,  Wise 

Finance 

It  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock.  *  For  1975. 

it  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options  13.  Succeeded  by  Richard  G.  Landis,  1/6/77. 

It  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  iong-  14.  Succeeded  by  L.  Edwin  Smart,  1/1/77. 

I  term  incentive  program. 
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Who  Gets  the  Most  Pay 


Compensation 


Salary  k 

Total 

Years  Served 

Bonusf 

Remuneration! 

With 

As 

Business 

Hani 

Company 

Chief  Executive 

JCAAAV 

(>UUU) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

465 

Seafirst 

William  M  Jenkins 

197 

205 

58 

31 

14 

Sultan,  Wash 

Finance 

466 

Colonial  Penn  Group 

John  J  MacWilliams 

200 

205 

48 

8 

7 

Syracuse,  NY 

Administration 

4b/ 

rim  uvf  nancorp 

james  n  Limns  jr 

ZUU 

">AC 

£.Do 

DO 

35 

14 

Galveston,  Tex 

Administration 

400 

aeon  riper 

Charles  D  Dickey  Jr 

LVD 

30 

5 

mm if.j.  kit/ 

New  York,  NY 

Production 

ICQ 
402* 

jos  ocniiu  or ewing 

tugenc  d  reiers 

OfiA 

OfiA 
4vU4 

7 

1 

Youngstown,  Ohio 

Financa 

470 

Nalco  Chemical 

Robert  T  Powers 

189 

204 

56 

31 

5 

Brookline,  Pa 

Sales 

471 

American  Dec  Power 

Willis  S  White  Jr 

197 

204 

50 

28 

1 

Portsmouth,  Va 

Technical 

AT) 
4// 

laonsoi  natural  «as 

Robert  E  Seymour 

iOD 

/U4 

bl 

38 

3 

Meadville,  Pa 

Finance 

473 

1111 
UAL 

ou 

03 

6 

6 

Tacoma,  Wash 

Administration 

474 

ill 

nlflCilCan  olUrCS 

\t\\% n  Q  Park 

jonn  n  rain 

ton 

/UJ 

DI 

38 

9 

Laro,  Mien 

Administration 

475 

AO  Smith 

Lloyd  B  Smith 

198 

203 

56 

35 

10 

Milwaukee,  Wise 

Administration 

476 

Southern  Company 

Alvin  W  Vogtle  Jr 

201 

201 

58 

35 

6 

Birmingham,  Ala 

Legal 

477 

nlCKeS 

Cm:i  ■  UrMaalu 

tmn  l  Nicneeiy 

1  78 
1  /O 

?nn 

DO 

12 

6 

Pattonsburg,  Mo 

Marketing 

47S 
4/0 

Union  Bancorp 

narry  J  voik 

/uu 

/uu 

/ 1 

20 

20 

I  renton,  NJ 

Administration 

470 
4/3 

Di  Giorgio 

Robert  Di  Giorgio 

/UU 

9AA 
/UU 

re 

03 

40 

11 

Uflul  VnrL  MV 

Wew  York,  ny 

Finance 

480 

Pan  Am  World  Airways 

William  T  Seawell 

196 

200 

59 

5 

5 

Pine  Bluff,  Ark 

Operations 

481 

Black  &  Decker 

Francis  P  Lucier 

200 

200 

49 

14 

2 

Boston,  Mass 

Marketing 

4P.1 
401 

onggj  a  diranon 

Vincent  k  ornery 

/UU 

9AA 
/UU 

rr 
30 

17 

4 

ot  raui,  Minn 

Administration 

401 
401 

Sunbeam 

Kooen  r  uwinn 

/UU 

9AA 
/UU 

CO 
03 

41 

21 

Anderson,  Ind 

Sales 

4K4 

economics  Lauoraiory 

cuwaro  D  usuorn 

on  a 
/UU 

7fl 
/U 

48 

4 

Minneapolis,  Minn 

oaies 

485 

Intel 

Gordon  E  Moore 

200 

200 

48 

8 

2 

San  Francisco,  Cal 

Founder 

486 

Am  Natural  Resources 

Arthur  R  Seder  Jr 

191 

199 

57 

16 

1 

Oak  Park,  III 

Legal 

487 
40/ 

neeuen  noioing 

John  P  Krause 

1  QC 

1  QQ 
133 

44 
44 

6 

1 

St  Louis,  Mo 

Investment 

4SR 

renun-timer 

unesier  n  mmiu  jr 

1  39 
i 

1QQ 
133 

0/ 

15 

12 

RmnLrlun  MV 
DiOOKlyn,  li  T 

MominiMiaiiun 

4no 

403 

Brown  Group 

w  l  naoiey  urinw 

1QQ4>4> 

DO 

30 

8 

Edwsrdsvilie,  111 

Legal 

490 

Continental  Tel 

Charles  Wohlstetter 

197 

197 

67 

16 

5 

New  York,  NY 

Finance 

491 

Consumers  Power 

Alphonse  H  Aymond 

190 

196 

62 

30 

17 

St  Louis,  Mo 

Legal 

409 
49/ 

Richardson-Merrell 

jonn  o  aeon 

1  QQ 

1  QG 
133 

r;n 
DU 

26 

1 

VAJoft  flrinna    Kl  1 

West  Uidnge,  vi) 

lYldl  Kcllllg 

4Q1 

Interco 

wiiiiam  l  cowaras  jr 

lyi 

1 Q4 
134 

DO 

"  7  ! 

1 

Piitc  hi  i  r  nh  Pa 
rillSDUFgn,  rd 

r  M  l  d  l  IL  c 

4Q4 
434 

Universal  Leaf 

Gordon  L  Crenshaw 

18/ 

134 

3D 

30 

11 

Richmond,  Vs 

495 

DETR0ITBANK  Corp 

C  Boyd  Stockmeyer 

194 

194 

64 

36 

6 

Caseville,  Mich 

Finance 

496 

Big  Three  Industries 

Harry  K  Smith 

193 

193 

65 

51 

21 

Pittsburgh,  Pa 

Administration 

497 

Hershey  Foods 

William  E  C  Dearden 

192 

192 

55 

20 

1 

Philadelphia,  Pa 

Administration 

430 

Harsco 

Joseph  T  Simpson 

iyz 

13/ 

7A 
/U 

52 

28 

Columbia,  Pa 

Muminisuduoii 

4QQ 
433 

Reserve  uu  &  uas 

jonn  k  McMillan 

ID** 

1  Ql 
131 

C7 
0/ 

13 

13 

Durlinrrtnn  Wt 

Duningion.  vi 

Top h  n  ir  91 

Ron 

Utd  Energy  Resources 

1  Unnh  DaII  lr 

J  Hugn  Hon  if 

loU 

1  Q1 
191 

3 

3 

WcWOKd,  UKId 

Legal 

501 

Kaiser  Steel 

William  R  Roesch 

191 

191 

51 

3 

3 

Vestaburg,  Pa 

Technical 

502 

Marriott 

J  Willard  Marriott  Jr 

175 

190 

45 

20 

4 

Washington,  DC 

Administration 

503 

Lincoln  Natl  Corp 

Thomas  A  Watson 

1 8b 

190 

59 

31 

5 

Winona  Lake,  Ind 

Marketing 

0U4 

Bache  Group 

Harry  A  Jacobs  Jr 

i  on 
13U 

EC 

DO 

31 

1 

Maui  VnrL  MV 

new  TOrK,  pit 

Inuocf  m  ont 

invesiiMciii 

■SHI 
DUD 

Detroit  Edison 

William  G  Meese 

1  cc 
103 

i  on 

bu 

35 

5 

KUgDy,  11  U 

i  ccnniLdi 

■inf. 

JuD 

Lockheed  Aircraft 

HODert  w  naack 

i  on 

i  on 
19U 

CA 
DU 

1 

1 

iviiiwauKcc,  vvioc 

1  nifoctmont 

507 

Gt  Western  Financial 

Stuart  Davis 

185 

190 

61 

38 

12 

Santa  Monica,  Cal 

Finance 

508 

Illinois  Tool  Works 

Silas  S  Cathcart 

186 

190 

51 

28 

6 

Evanston,  Hi 

Administration 

509 

West  Point-Pepperell 

Joseph  L  Lanier  Jr 

189 

189 

45 

19 

1 

Lanett,  Ala 

Operations 

510 

Mfrs  National  Corp 

Dean  E  Richardson 

189 

189 

49 

23 

4 

West  Branch,  Mich 

Banking 

511 

Centran  Corp 

John  A  Gelbach 

172 

189 

59 

21 

6 

Ellwood  City,  Pa 

Finance 

512 

American  Intl  Group 

Maurice  R  Greenberg 

189 

189 

52 

16 

9 

New  York,  NY 

Administration 

t  Includes  bonuses  paid  in  uniestiicted  shares  of  company  stock, 
i  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options, 
tt  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long, 
term  incentive  program. 
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Not  for  all  the  tea  in  China 


Inlike  the  Russians  (and  their  Pepski 
ition),  the  Peking  regime  in  China 
ibout  to  encourage  the  sale  of  Coca 
-or  any  other  American  soft  drinks, 
st  not  now. 

/ill  things  go  better  with  Coke  in  China 
when  formal  recognition  from  the  U.S. 
?  Maybe  so.  But  one  thing  is  certain, 
•me- fifth  of  the  world's  population,  and 
nomy  50%  larger  than  Britain's,  China 
e  long-range  interest  of  many  an  Amer- 
arketer  who  is  export-oriented. 
1  a  recent  article  "Lightbulbs  for  the 
5  of  China?",  Forbes  takes  an  illumi- 
:— and  highly  scrutable  look  at  Main- 
hina's  import/export  picture  now,  and 
not-too-optimistic  future. 


It's  the  kind  of  important,  timely  edi- 
torial coverage  that  continually  attracts 
the  readership  of  America's  key  executives. 
Those  at  the  very  top.  And  those  deter- 
minedly on  their  way  there. 

In  fact,  Forbes  rates  first  in  the  meas- 
ured reading  preferences  of  America's  top 
management.  The  research  firm  of  Erdos  & 
Morgan  made  a  reconfirming  study  of  this 
among  the  corporate  officers  in  1300  of 
America's  largest  companies.  The  results 
of  this  study  showed  Forbes  to  be  read  by 
more  of  these  top  management  executives 
than  any  other  major  business  or  news 
magazine. 

No  wonder  Forbes  was  the  only  maga- 
zine in  its  field  in  1976  to  register  a 


second  record-breaking  year  in  a  row  for 
advertising  page  gains.  And  is  the  clear 
winner  as  the  fastest-growing  business  or 
news  magazine  of  the  past  decade,  with  an 
advertising  page  gain  of  72%.  Compare 
that,  for  example,  with  Business  Week  — 
down  28%  in  that  1966  to  1976  period. 
Or  Fortune— down  26%. 

We  look  forward  to  new  Forbes  records 
in  1977,  created  by  advertisers  who  select 
their  media  on  the  basis  of  advertising  per- 
formance —ours  and  theirs. 

Darn  clever,  those  capitalists,  to  know 
that  we're  just  their  cup  of  tea. 

FORBES:  CAPITALIST  TOOL 


IBM  Reports 


Information:  there's  growing  agreerm 


Human  history  has  long  been  described  in  terms  of  Ages  whose 
names  reflect  the  stages  of  development  through  which  mankind  has  passed: 
the  Stone  Age,  the  Bronze  Age,  the  Iron  Age  and  so  on  — down  to  the  Industrial 
Age,  which  established  the  foundations  of  our  modern  society. 

Today,  there  is  growing  agreement  that  we  have  entered  a  new  era,  a 
post-industrial  stage  of  development  in  which  the  ability  to  put  information  to 
use  has  become  critical,  not  only  to  the  essential  production  of  goods,  but  to 
efforts  to  provide  a  better  life  for  the  individual,  as  well. 

This  new  era  is  being  referred  to  with  increasing  frequency  as  the 
Information  Age. 

Information  in  the  Information  Age 

Changes  in  our  perception  of  information  itself— its  nature  as  well  as 
its  scope  — have  accompanied  this  profound  shift  of  emphasis  in  our  society. 

Much  has  been  written  about  the  so-called  "information  explosion."  It 
has  been  pointed  out,  for  example,  that  the  number  of  technical  journals 
published  throughout  the  world  today  exceeds  100,000,  and  that  the  total 
body  of  technical  information  is  now  doubling  every  ten  years. 

At  the  same  time  as  the  volume  of  information  has  been  increasing 
dramatically,  our  understanding  of  the  meaning  of  the  term  information  itself 
has  also  broadened  — to  encompass  a  wide  variety  of  timely  data  relating  to 
how  things  realiy  are"  across  the  whole  spectrum  of  human  activity. 

A  heartbeat,  for  example,  can  be  extremely  meaningful  information 
when  recorded  and  analyzed  on  sophisticated  electrocardiogram  equipment. 
So  can  electrical  impulses  reflecting  the  load  level  in  a  power  network,  or 
numeric  digits  representing  the  availability  of  a  seat  for  you  on  an  air- 
plane—when processed  by  a  modern  computer. 

These  and  a  wide  range  of  similar  types  of  data  are  clearly  recognized 
today  as  information,  the  kind  of  information  on  which  we  increasingly  de- 


Advertisement 


it  it's  the  name  of  the  age  we  live  in. 


pend  for  the  growth  and  health  of  our  economy,  the  smooth  functioning  of  our 
institutions  — and,  even  more  important,  for  the  quality  of  our  individual  lives. 

Information— an  inexhaustible  resource 

Information  is  one  of  the  few  resources  not  in  danger  of  exhaustion  on 
this  shrinking  planet.  It  is  unique  because  the  supply  is  limitless,  because  it 
actually  becomes  more  valuable  with  use  and  because  — when  properly  man- 
aged and  applied  — it  can  greatly  enhance  our  use  of  all  our  other  resources, 
natural,  human  and  economic. 

One  reason,  of  course,  that  information  has  proved  to  be  such  a 
dynamic  resource  is  the  fact  that  there  exists  today  a  remarkable  technological 
capacity  for  dealing  with  it  rapidly  and  effectively. 

Through  a  vast  array  of  electronic  tools  and  techniques,  mankind  is 
able  to  accumulate,  organize,  store,  interpret,  retrieve  and  transmit  informa- 
tion on  a  worldwide  scaie,  in  a  volume,  at  a  speed,  and  with  an  accuracy  that 
would  have  been  impossible  barely  two  decades  ago. 

It  is  also  a  technology  that  continues  to  grow  and  that  has  proved  to  be 
amazingly  efficient  in  economic  terms.  As  advance  has  followed  advance,  the 
cost  of  processing  information  has  steadily  declined.  Since  the  1950's,  the  cost 
of  performing  100,000  calculations  on  an  IBM  computer  has  fallen  from  $1.26 
to  less  than  one  cent  — and  the  downward  trend  continues. 

Putting  information  to  work  for  people 

IBM  makes  many  different  products  — from  computers  to  copiers  — 
but  clearly,  the  essence  of  our  business  is  information. 

As  a  company,  we  are  committed  to  exploring  the  limits  of  technology 

to  find  better,  more  imaginative  and  more  productive    

ways  to  help  put  the  benefits  of  this  uniquely  valuable  "ET  u"E£ 

resource  to  work  for  people.  —  afsTa 


Who  Gets  the  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration}; 

With 

As 

Busines 

Rank 

Company 

Chief  Executive 

($000) 

(S0O0) 

Age 

Company 

Chief 

Place  of  Birth 

Backgroum 

513 

Clark  Oil  &  Refining 

Owen  L  Hill 

140 

189 

59' 

17 

2 

Enid,  Okla 

Financ: 

514 

Northwest  Energy 

John  G  McMillian 

182 

188ft 

50 

3 

3 

Orange  City,  Tex 

Operation 

515 

Walter  E  Heller  Intl 

Franklin  A  Cole 

188 

188 

50 

14 

6 

Park  Falls,  Wise 

Lega 

516 

Transohio  Financial 

Warner  B  Bishop 

188 

188 

58 

14 

14 

Lakewood,  Ohio 

Administratioi 

517 

Baker  International 

Earnest  H  Clark  Jr 

188 

188 

50 

30 

12 

Birmingham,  Ala 

Technica 

518 

Smith  International 

'  'Robert  L  Flynne 

188 

188 

58 

22 

3 

Spokane,  Wash 

Finano 

519 

U  S  Bancorp 

John  A  Eloniaga 

129 

187 

53 

15 

2 

Jordan  Valley,  Ore 

Administratioi 

520 

Murphy  Oil 

Charles  H  Murphy  Jr 

152 

186 

57 

26 

26 

El  Dorado,  Ark 

Founds 

521 

First  Natl  Boston 

Richard  D  Hill 

172 

185 

57 

31 

5 

Salem,  Mass 

Bankini 

522 

Lykes 

Joseph  T  Lykes  Jr 

185 

185 

58 

31 

8 

New  Rochelle,  NY 

Sale: 

523 

Super  Valu  Stores 

Jack  J  Crocker 

185 

185 

52 

4 

3 

Portland,  Ore 

Administration 

524 

Safeco 

Gordon  H  Sweany 

166 

185 

64 

42 

7 

Curtis,  Wash 

Lega 

525 

Mercantile  Texas 

Gene  H  Bishop 

174 

185 

47 

2 

2 

Forest,  Miss 

Banking 

526 

Giant  Food 

Joseph  B  Danzansky 

178 

184 

62 

12 

12 

Washington,  DC 

Legai 

527 

Equimark 

Marion  A  Cancelliere 

179 

184 

66 

42 

24 

Pittsburgh,  Pa 

Finance 

528 

Vornado 

Frederick  Zissu 

183 

183 

63 

40 

13 

New  York,  NY 

Legal 

529 

Pittsburgh  National 

Merle  E  Gilliand 

170 

183 

55 

24 

7 

Pitcairn,  Pa 

Finance 

530 

Union  Electric 

Charles  J  Dougherty 

183 

183 

58 

35 

9 

Clayton,  Mo 

Legal 

531 

Zayre 

Stanley  H  Feldberg 

182 

182 

52 

28 

21 

Cambridge,  Mass 

Sales 

532 

Knight-Ridder  News 

Alvah  H  Chapman  Jr 

182 

182 

56 

17 

1 

Columbus,  Ga 

Administration 

533 

Fidelity  Union  Bncp 

'*C  Malcolm  Davis 

172 

181 

58 

21 

17 

Roslyn,  NY 

Finance; 

534 

ENSERCH 

William  C  McCord 

175 

181 

49 

27 

6 

San  Antonio,  Tex 

Technical 

535 

G  D  Searle 

17 Daniel  C  Searle 

160 

181 

51 

25 

6 

Evanston,  III 

Administration! 

536 

MGIC  Investment 

Max  H  Karl 

175 

181 

67 

20 

20 

Milwaukee,  Wise 

Founder 

537 

Hammermill  Paper 

Albert  F  Duval 

177 

180 

56 

16 

6 

Holyoke,  Mass 

Marketing! 

538 

Connecticut  General 

Robert  D  Kilpatrick 

170 

180 

53 

23 

1 

Fairbanks,  La 

Insurance! 

539 

Yellow  Freight  System 

George  E  Powell  Jr 

169 

180 

50 

25 

8 

Kansas  City,  Mo 

Administration 

540 

Genesco 

1  "Franklin  M  Jarman 

180 

180 

45 

19 

4 

Nashville,  Tenn 

Financei 

540 

Genuine  Parts 

Wilton  D  Looney 

156 

180 

58 

38 

15 

Vanna,  Ga 

Operations; 

542 

AMP 

Joseph  D  Brenner 

180 

180 

60 

30 

5 

Carlisle,  Pa 

Productioni 

543 

Southwestern  life 

William  H  Seay 

168 

180 

57 

8 

8 

Dallas,  Tex 

Finance 

544 

Marine  Midland  Banks 

Edward  W  Duffy 

180 

180 

51 

21 

3 

Utica,  NY 

Banking 

545 

Uniroval 

Willi  ' "  1 

David  Beretta 

173 

179 

48 

24 

2 

Cranston,  Rl 

Technical 

546 

Supermarkets  General 

Milton  Perlmutter 

175 

178 

49 

20 

13 

Newark,  NJ 

Founder 

547 

Southeast  Banking 

Harry  H  Bassett 

178 

178 

60 

30 

11 

Flint,  Mich 

Finance 

548 

First  Union  Bancorp 

Edwin  S  Jones 

165 

176 

61 

31 

5 

St  Louis,  Mo 

Finance 



549 

Continental  Corp 

John  B  Ricker  Jr 

150 

175 

59 

4 

1 

Augusta,  Ga 

Insurance 

550 

Akzona 

Claude  S  Ramsey 

175 

175ft 

52 

26 

10 

A  -  U        1 1  „  lift 

Asneville,  NC 

Administration 

550 

Allied  Sunerniarkpfc 

Earl  W  Smith 

Lul  I    ?¥  Will  1 11 1 

175 

175 

56 

1 

1 

Santa  Ana,  Cal 

Retailing 

550 

Arlen  Realty  &  Dvpt 

Arthur  G  Cohen 

175 

175 

47 

6 

6 

Brooklyn,  NY 

Founder 

550 

Auto  Data  Processing 

Frank  R  Lautenberg 

175 

175 

53 

24 

1 

Paterson,  NJ 

Marketing 

550 

Gamble-Skogmo 

Bertin  C  Gamble 

175* 

175* 

79 

57 

27 

Chicago,  III 

Founder 

550 

Rainier  Bancorp 

G  Robert  Truex  Jr 

175 

175 

52 

3 

3 

Red  Bank,  NJ 

Administration 

556 

Michigan  National 

Stanford  C  Stoddard 

161 

175 

46 

23 

5 

Salt  Lake  City,  Utah 

Finance 

DO/ 

i  nomas  &  bens 

J  David  Parkinson 

175 

175 

4/ 

23 

3 

r  niiaaeipnia,  ra 

U  a  rltptin  O 

558 

Waldbaum 

Ira  Waldbaum 

164 

174 

48 

30 

28 

Brooklyn,  NY 

Sales 

559 

Lowe's  Companies 

tfPetro  Kulynych  et  al 

150 

173 

55 

30 

6 

Smithmill,  Pa 

Administration 

560 

Central  Bancshares 

Harry  B  Brock  Jr 

169 

172 

51 

6 

6 

Fort  Payne,  Ala 

Founder 

T! 
dvert 


Tl 
ubsci 
■thei 
\ 
veal 
age 
xecu 


t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock, 
t  Salary,  bonus,  director's  lees  and  deferred  compensation;  excludes  stock  options, 
tt  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program, 
tt  Shares  "Office  of  the  President"  with  L.  G.  Herring,  R.  L.  Strickland  and 
J.  A.  Walker. 


*  For  year  ended  1/31/76. 

15.  Succeeded  by  Jerry  W.  Neely,  1/1/77. 

16.  Succeeded  by  Peter  Cartmell.  3/1/77. 

17.  To  be  succeeded  by  Donald  H.  Rumsfeld,  6/1/77. 

18.  Succeeded  by  William  M.  Blaikie  as  interim  CEO.  1/3/77. 
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IntroducingTIME  EuroExecutive 


A  special  edition  addressed  exclusively  to  the 
Lecutive  Market  of  Europe. 

TIME  EuroExecutive  is  the  first  demographic 
«  vertising  edition  ever  published  in  Europe. 

It  will  be  distributed  to  85,000  top  executives 
js business,  the  professions  and  government. 

These  decision  makers  are  members  of  TIME'S 
!  bscribing  executive  households,  and  every  one 
•  them  was  selected  individually  by  census. 

You  can  now  talk  to  them  in  TIME  EuroExecu- 
t re  at  an  extraordinarily  low  cost:  $3,750  per  b&w 
I  ge.  And  that's  a  cost  of  $42  per  thousand 
i  ecutives. 

Not  only  that.  There's  a  way  to  make  the  effec- 
ie  cost  even  lower.  Matching  pages  in  TIME  Top 


Management  in  the  U.S.  will  earn  a  5%  discount  in 
both  editions. 

TIME  EuroExecutive  is  available  every  other 
week  and  well  within  the  range  of  the  limited 
budget  advertiser,  as  you  can  see. 

For  complete  information  on  how  this  new 
edition  can  best  serve  you,  get  in  touch  with  your 
local  TIME  representative. 


TIME 

EuroExecutive 

for  multinational  marketing 


Who  Gets  the  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration!; 

With 

As 

Busine 

Company 

Chief  Executive 

(}>UUUJ 

(iUUU) 

Age 

fnmninu 

uuifipany 

Thiol 

Place  of  Birth 

Backgrou 

561 

A  H  Robins 

William  LZimmer  III 

141 

171 

64 

22 

1 

Petersburg,  Va 

Leg 

562 

Snap-On  Tools 

Norman  E  Lutz 

170 

170 

61 

01 

O 
L 

Racine,  Wise 

Finan 

Rfil 
JOO 

Amoriran  Potrnfina 
nlllcilLall  rcLIUHila 

Dirharrf  1  C  nMmti 

nicnaiu  i  udiidnu 

i  fid 

104 

1 7n 

l/U 

OU 

1Q 

0 
0 

Denver,  Colo 

Lef 

Rfid 
Out 

Pamornn  Irnn  Wnrtrc 
walllclUII  1 1  VII  Tf  ul  Ro 

A nth An w  1  A  Rnian 

nnuiuny  J  H  Diydn 

1  RR 
10D 

l/U 

54 
34 

A 
f 

A 
4 

Mexico 

Marketi 

ccc: 

Facforn  Air  1  inoc 
UMcin  nil  Uilco 

riann  Durmdn 

1 CQ 

4y 

7 
/ 

l 
1 

Gary,  Ind 

Technic 

566 

Long  Island  Lighting 

John  J  Tuohy 

168 

168 

60 

31 

17 

Flushing,  NY 

Administratii 

567 

Central  Tel  &  Utils 

Robert  P  Reuss 

163 

168 

59 

A 

A 
4 

Aurora,  III 

Operatio 

JOO 

lYIciCanillc  DaflCOrp 

uonaia  t  Lasaier 

1  RQ 
IDS 

IfiR 
loo 

31 

18 

C 

o 

St  Louis,  Mo 

Leg 

toff  arenn.  Pi 

Mi  Dnnar  CaIac 

tt  nogcr  ouics 

1  fi7 
10/ 

1C7 
ID/ 

5C 
3D 

OU 

q 

\ A/ U  *■  „ .    1 1  MA 

Whiteville,  NC 

Investme 

R7n 

Ufalf  Hienau 

Wdii  uisncy 

T  Tarrlnn  Watlrar 

1  Rfi 
130 

1 C7 
10/ 

CI 

ol 

19 

1 
1 

Rexburg,  Ida 

Marketii 

571 

Cleveland  Elec  Ilium 

Karl  H  Rudolph 

161 

166 

63 

35 

10 

Cleveland,  Ohio 

Finam 

572 

Gardner-Denver 

Lynn  L  Leigh 

166 

166 

51 

10 

A 
H 

Burley,  Ida 

Marketii 

573 
3/0 

Canon  lln 

oeven-up 

William  F  M/intar 

Vfiiiiam  t  rvinier 

14o 

irr 

103 

Rfi 
30 

31 

I 

branite  City,  III 

Marketir 

3/4 

Induct  Vallou  Rank 
II10USI  Valley  DanK 

nicnaro  vv  navens 

103 

103 

Rfi 
30 

CO 

Philadelphia,  Pa 

Financ 

3/3 

Northeast  Utilities 

Leian  r  oinin  jr 

1  GR 
103 

1  fiR 
103 

RQ 
Da 

9 

7 

Tampa,  Fla 

Leg 

576 

Quaker  State  Oil 

Quentin  E  Wood 

117 

165 

54 

28 

1 

Mechanicsburg,  Pa 

Productic 

577 

WW  Grainger 

David  W  Grainger 

138 

164 

49 

?fi 

cu 

o 

Chicago,  III 

Administratic 

R7P. 

D/o 

Westmoreland  Coal 

Edward  B  Leisenring  Jr 

1  R9 

i  fid 

104 

51 
31 

1  0 
IO 

Bryn  Mawr,  Pa 

Administrate 

R70 

D/3 

Digital  Equipment 

ivennein  n  uisen 

1  fid 
104 

Ifid 
104 

31 

1Q 

Bridgeport,  Conn 

Foundt 

Sou 

jaCK  tCKefO 

Stewart  Turley 

1  R7 
13/ 

Ml 
103 

AO 
4Z 

10 

All 

Mt  Merling,  l\y 

Administratic 

581 

Lincoln  First  Banks 

Alexander  D  Hargrave 

153 

163 

57 

14 

3 

Canandaigua,  NY 

Leg; 

582 

Citizens  &  Southern 

Richard  L  Kattel 

161 

163 

40 

18 

LO 

R 
•1 

Brooklyn,  NY 

Bankin 

5QQ 

Thomas  1  Storrs 

100 

100 

Rfi 
30 

16 

O 

Nashville,  Tenn 

Bankin 

3o4 

Iowa  Beef  Processors 

J  Fred  Haigler 

1  5Q 
1  JO 

ICO 
IOC 

CR 
OD 

1R 

R 

0 

Creston,  Iowa 

Founds 

303 

Girard 

wiiiiam  u  tagieson  jr 

i  tin 

13U 

IOC 

R1 

31 

25 

2 

rniiaoeipnia,  ra 

Financ 

586 

Middle  South  Utils 

Floyd  W  Lewis 

162 

162 

51 

27 

4 

Lincoln  County,  Miss 

Legj 

587 

Potomac  Elec  Power 

W  Reid  Thompson 

161 

161 

52 

6 

6 

Durham,  NC 

Legs 

5&R 

JOO 

oarnen  Banns  ria 

buy  n  Buns 

1  51 

id 

101 

G9 
Oc 

13 

AO 

Miltnn  PIq 

iviiiTon,  ria 

Legs 

5QO 

Phila  Electric 

Kooert  r  biineson 

05 

ifin 
lot) 

RO 
33 

37 

7 

rnnaaeipnia,  ra 

Operation 

5on 

Dillon  Companies 

Dim  IT  nili^n  Ir 

nay  t  union  jr 

1  5Q 
13o 

i  fin 

10U 

RQ 
Do 

30 

14 

Hutchinson,  Kan 

Administratio 

591 

Imperial  Corp  of  Amer 

V  L  Viskas 

160 

160 

50 

16 

4 

Chicago,  III 

Financ 

592 

Philadelphia  Natl 

G  Morris  Dorrance  Jr 

146 

160 

54 

25 

8 

Philadelphia,  Pa 

Financ 

593 

Tenn  Valley  Bancorp 

William  F  Earthman 

153 

158 

51 

23 

5 

Nashville,  Tenn 

Financ 

sy4 

Texas  Utilities 

T  Louis  Austin  Jr 

1  R9 

1  Rfi 
130 

CO 

30 

24 

3 

Trenton,  Tenn 

Productioi 

□3D 

Fidelity  Financial 

Adolph  C  Meyer  Jr 

1  fi/l 
134 

1  Rfi 
135 

50 

14 

g 

uaKiano,  uai 

Cam 

oaie' 

030 

Willamette  inus 

Gene  D  Knudson 

1  RQ 

I  JO 

1  Rfi 
130 

OU 

27 

3 

Washtucna,  Wash 

rroauciiui 

597 

Pub  Svc  Elec  &  Gas 

Robert  1  Smith 

158 

158 

58 

36 

1 

Arlington;  NJ 

Technica 

598 

Public  Service  Ind 

Carroll  H  Blanchar 

132 

157 

65 

16 

15 

Windsor,  Wise 

Financ 

599 

Virginia  Natl  Bshs 

W  Wright  Harrison 

150 

157 

61 

35 

7 

Kingston,  NY 

Bankin; 

OUU 

Comsat 

Joseph  V  LnaryK 

1  RO 

19/ 

30 

14 

7 

Canmore,  Can 

A  A  m  i  n  i  r  t  r  i  'r  i  A  i 

HQlTt  1  n  i5Ud  LIU1 

0U1 

raciiic  uas  &  tiec 

John  F  Bonner 

mi 
131 

1  55 

00 

40 

1 

fvllboOUId,  IVIUIIl 

A  A  m  inictratir\r 
HurniMIMldUU! 

fin  9 
out 

First  Commercial  Bnk 

victor  J  Kiiey  jr 

1  yl  R 

143 

1  5K 
133 

43 

13 

3 
o 

Ruffaln  NV 
QUTTdlO.  Ill 

Pi  n.nri 

603 

Texas  Oil  &  Gas 

William  L  Hutchison 

155 

155 

44 

19 

1 

Dallas,  Tex 

Administration 

604 

No  Calif  Savings 

Firmin  A  Gryp 

154 

154 

49 

24 

7 

Monterey,  Cal 

Administratior 

605 

BancOhio  Corp 

Robert  G  Stevens 

153 

153 

47 

1 

1 

Marion,  III 

Banking 

606 

Grand  Union 

James  Wood 

153 

153 

47 

3 

2 

England 

Marketing 

607 

Southwest  Bancshares 

John  T  Cater 

150* 

153 

41 

1 

1 

Temple,  Tex 

Banking 

608 

Financial  Federation 

Edward  L  Johnson 

152 

152 

67 

17 

17 

Chicago,  III 

Finance 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock.  *  Salary  annualized 

♦  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options 
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There's  a  good  way  to 
be  sure  employees 

are  getting  the  most 

out  of  a  Savings- 
Investment  Plan. 

Talk  with  Metropolitan. 


At  Metropolitan,  we  have  a  quiet  but  unshakable  belief  that  we're 
better  than  anybody  in  setting  up  Employee  Savings-Investment  plans  (and 
profit  sharing  plans),  and  in  managing  the  funds  involved. 

It's  not  just  the  dependability  of  a  Metropolitan  contract  —  such  as  a 
guaranteed  rate  of  return,  or  the  guarantee  of  principal  for  each  participant, 
or  the  guaranteed  participation  in  any  excess  earnings. 

Nor  is  it  just  those  advantages  plus  the  flexibility  features  you  get  with 
a  Metropolitan  Life  contract,  such  as  our  annuity  options  (with  Federal  estate 
tax  advantages  available).  Or  the  clear-cut  cancellation  options. 

When  you  factor  in  Metropolitan's  dual-investment  expertise— in  both 
fixed  income  and  equity  investment  performance— and  top  it  off  with 
our  administrative  capability  and  pluses  like  ERISA  assistance,  even  then  it's 
not  the  whole  story. 

The  big  reason  we  think  Metropolitan  will  do  a  better  job  for  you  is 
that  we  are  really  committed  to  leadership  in  this  field.  So  we  have  to  outper- 
form the  other  people. 

All  we  ask  is  a  chance  to  show  you  what  we  can  do  to  give  employees 
a  better,  more  flexible  Savings -Investment  plan. 

Metropolitan.  If  you  haven't  seen  our  proposal,  maybe  you've  missed 
the  best  one. 

SS  Metropolitan 

Where  the  future  is  now 


( IN  I'M  IIR  (.1  S  INC.  ,  \I.W  YORK.  N.Y, 


$86,826,000 


What  the  persor 
does  for  business. 


AVON  WORLDWIDE  SALES  $1,434,000,000 


JmmBSSmSM 


1971  1976 


)proach  to  business 


Our  business  is  a  people 
business -always  has  been. 

Today  we  have  895,000 
people  representing  Avon 
in  19  countries,  offering  all 
their  customers  personal 
attention -the  most  personal 
kind  of  selling. 

We  never  looked  so  good. 

Spirit  among  our  Avon 
Representatives  is  very  high. 
Last  year  they  called  on 
5  million  more  customers, 
and  set  a  new  sales  record  of 
$1.4  billion. 

Selling  directly  in  the 
home  is  a  unique  advantage 
of  ours,  with  a  potential 
we've  only  begun  to  tap.  By 
doing  business  our  way, 
we  have  become  the  world's 
largest  cosmetics  company, 
the  world's  largest  fragrance 
company,  and  the  w  orld's 
largest  jewelry  company. 

We  are  a  worldwide 
company  that  never  forgets 
how  we  started  and  how  well 
continue  to  grow:  person 
to  person. 


won 


This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 
New  Issue  April  6, 1977 


$150,000,000 

R.  J.  Reynolds  Industries,  Inc. 

8%  Sinking  Fund  Debentures,  Due  January  15, 2007 


Price  100% 

plus  accrued  interest,  if  any,  from  April  13,  1977 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  ( who  are  among 
the  underwriters  named  in  the  prospectus)  as  may  legally  offer 
these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 
The  First  Boston  Corporation  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Reynolds  Securities  Inc.  Salomon  Brothers  Warburg  Paribas  Becker  Inc. 

Bache  Halsey  Stuart  Inc.     Blyth  Eastman  Dillon  &  Co.     Donaldson,  Lufkin  &  Jenrette 

Incorporated  Securities  Corporation 

Drexel  Burnham  Lambert  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Kuhn  Loeb  &  Co. 

Incorporated  Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers  Loeb  Rhoades  &  Co.  Inc. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 


Who  Gets  the  Most  Pay 


Compensation 


Salarv  & 

Total 

Years  Served 

Bonusf 

Remuneration^ 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

609 

Fort  Howard  Paper 

Paul  J  Schierl 

142 

152 

42 

13 

2 

Neenah,  Wise 

Legal 

610 

DEKALB  AgResearch 

Thomas  H  Roberts  Jr 

125 

152 

52 

27 

15 

Dekalb,  III 

Marketing 

611 

Houston  Industries 

John  G  Reese 

147 

152 

67 

49 

2 

Lott,  Tex 

Finance 

612 

Liberty  Natl  Life 

Frank  P  Samford  Jr 

143 

151 

56 

29 

10 

Montgomery,  Ala 

Legal 

613 

Texas  American  Bshs 

Lewis  H  Bond 

147 

151 

55 

24 

12 

Ashport,  Tenn 

Finance 

614 

Continental  Bank 

Roy  T  Peraino 

135 

151 

49 

19 

7 

Philadelphia,  Pa 

Finance 

615 

Commonwealth  Oil  Rfg 

Gary  W  Davis 

150* 

150 

45 

1 

1 

lola,  Kan 

Legal 

615 

Govt  Employees  Ins 

John  J  Byrne 

150* 

150 

45 

1 

1 

Paterson,  NJ 

Insurance 

615 

United  Merch  &  Mfrs 

Martin  J  Schwab 

150 

150 

54 

30 

2 

New  York,  NY 

Finance 

618 

First  Wisconsin  Corp 

George  F  Kasten 

150 

150 

65 

42 

8 

Milwaukee,  Wise 

Banking 

619 

Maytag 

Daniel  J  Krumm 

150 

150 

50 

24 

3 

Sioux  City,  Iowa 

Marketing 

620 

United  Financial  Cal 

Anthony  M  Frank 

149 

149 

45 

5 

4 

Germany 

Finance 

621 

Pacific  Lumber 

Robert  B  Hoover 

115 

149 

61 

38 

1 

Fresno,  Cal 

Sales 

622 

Masonite 

Samuel  S  Greeley 

146 

149 

62 

25 

5 

Winnetka,  III 

Legal 

623 

Houston  Oil  &  Min 

J  C  Walter  Jr 

129 

149 

49 

12 

12 

Houston,  Tex 

Technical 

624 

Midlantic  Banks 

"Theron  L  Marsh 

148 

148 

65 

43 

3 

Madison,  NJ 

Finance 

625 

First  Natl  Cine  Corp 

William  N  Liggett 

148 

148 

60 

28 

5 

Ripley,  Ohio 

Finance 

626 

Va  Electric  &  Power 

John  M  McGurn 

142 

146 

63 

42 

10 

El  Paso,  Tex 

Technical 

627 

Natl  Semiconductor 

Charles  E  Sporck 

140 

145 

49 

10 

10 

Saranac  Lake,  NY 

Production 

628 

United  Jersey  Banks 

Edward  A  Jesser  Jr 

145 

145 

60 

17 

14 

New  York,  NY 

Finance 

629 

Fidelcor 

Samuel  H  Ballam  Jr 

136 

145 

58 

40 

2 

Philadelphia,  Pa 

Finance 

630 

Allegheny  Power 

Charles  B  Finch 

145 

145 

57 

23 

5 

New  York,  NY 

Legal 

631 

Duke  Power 

Carl  Horn  Jr 

140 

145 

55 

23 

6 

Rutherfordton,  NC 

Legal 

532 

New  England  Electric 

Guy  W  Nichols 

145 

145 

51 

29 

5 

Colchester,  Vt 

Administration 

633 

N  Y  State  Elec  &  Gas 

"William  A  Lyons 

145 

145 

68 

47 

8 

Brooklyn,  NY 

Finance 

634 

Holiday  Inns 

Kemmons  Wilson 

142 

145 

64 

24 

24 

Osceola,  Ark 

Founder 

635 

Carolina  Pwr  &  Lt 

Shearon  Harris 

140 

144 

59 

19 

8 

Middleburg,  NC 

Legal 

636 

Zale 

Donald  Zale 

135 

144 

43 

22 

6 

Wichita  Falls,  Tex 

Marketing 

637 

Walgreen 

Charles  R  Walgreen  III 

134 

142 

41 

24 

6 

Chicago,  III 

Operations 

638 

New  England  Merchnts 

Mark  C  Wheeler 

139 

141 

63 

24 

7 

Wakefield,  Mass 

Banking 

00  J 

union  vuiii iiici  vurp 

IacaaIi  ^Aslrlow 
JUMSpn  v  vUSKIej 

141 

141 

■to 

8 

6 

PIpupianH  Ohio 

Legal 

640 

Trust  Co  of  Georgia 

"Augustus  H  Sterne 

132 

141 

64 

40 

5 

Montgomery,  Ala 

Finance 

641 

Union  Planters  Corp 

William  M  Matthews  Jr 

140 

140 

44 

2 

2 

Decatur,  Ga 

Banking 

642 

Flagship  Banks 

Philip  F  Searle 

140 

140 

52 

2 

2 

Geneva,  Ohio 

Administration 

642 

G  C  Murphy 

S  Wame  Robinson 

140 

140 

61 

39 

2 

Monongahela,  Pa 

Finance 

644 

Baltimore  Gas  &  Elec 

C  Edward  Utermohle  Jr 

140 

140 

62 

43 

7 

Baltimore,  Md 

Technical 

Fir«t  Natl  Hnlriina 

Thnmac  0  Williamc 

1  llUlllao  l\  flllllwlllo 

It-  I 

140 

48 

4 

1 

Atlanta  Ga 

Fifianra 

646 

Columbus  &  So  Ohio 

"Arthur  G  Green 

135 

140 

65 

42 

5 

Columbus,  Ohio 

Finance 

647 

First  Charter  Finl 

S  Mark  Taper 

139 

139 

75 

22 

22 

England 

Founder 

648 

Valley  Natl  Bk  Ariz 

Gilbert  F  Bradley 

133 

138 

56 

39 

1 

Miami,  Ariz 

Administration 

649 

Marshall  &  llsley 

John  A  Puelicher 

138 

138 

56 

39 

19 

Milwaukee,  Wise 

Finance 

650 

Niagara  Mohawk  Power 

John  G  Haehl  Jr 

133 

137 

54 

15 

4 

Brooklyn,  NY 

Finance 

651 

Golden  West  Finl 

Herbert  M  Sandler 

137 

137 

45 

14 

14 

New  York,  NY 

Founder 

652 

Natl  Starch  &  Chem 

Carlyle  G  Caldwell 

113 

137 

63 

36 

2 

Little  Rock,  Ark 

Technical 

653 

Huntington  Bshs 

Arthur  D  Herrmann 

136 

137 

50 

26 

1 

Louisville,  Ky 

Banking 

654 

Dominion  Bankshares 

Edward  H  Ould 

129 

137 

69 

41 

20 

Middlesboro,  Ky 

Finance 

655 

Fedi  Natl  Mortgage 

Oakley  Hunter 

131 

136 

60 

7 

7 

Los  Angeles,  Cal 

Legal 

656 

Capital  Holding  Corp 

Robert  S  Yoder 

130 

136 

50 

15 

1 

Williamsburg,  Iowa 

Insurance 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock.  '  Salary  annualized. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.       19.  Succeeded  by  Robert  Van  Buren,  1/1/77. 

20.  Succeeded  by  Charles  F.  Kennedy,  5/13/77 

21.  Succeeded  by  Robert  Strickland,  4/20/77. 

22.  Succeeded  by  Robert  J.  Grueser,  1/1/77. 


FORBES,  MAY  15,  1S77 


281 


Who  Gets  the  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration  % 

With 

As 

Busim 

Rank 

Pn  m  na  nu 
KiU  I II  \)a  i  iy 

Phipf  Fvpnitiup 

($0001 

A  op 

Company 

Chief 

riace  or  Dinn 

Backgrou 

657 

Public  Service  Colo 

Robert  T  Person 

135 

136 

62 

An 

1  9 
LO 

Des  Moines,  Iowa 

Sa 

658 

Npw  Fnoland  TpI 
ou  iicn  uiijjiaiiu  ici 

Alfred  W  Van  Sinriprpn 

niucu  wf  wan  jiiiuciCM 

136 

136 

52 

69 

o 

RmnUun  NY 

Opsratic 

First  Alahama  Rchs 

Frank  A  Pliimmpr 
■  idii*  n  riuiiiiiici 

100 

136 

fi4 

1  9 

b 

RirhlanH  MV 

nicniana,  ih  t 

Finar 

660 

f.pntral  &  Smith  Wpst 

vCllllal  OK  OUUlll  TVCol 

Silas  R  Phillins  Ir 
oiioo  o  riiiiiiuo  ji 

130 

135 

62 

il 

1 1 
1 1 

rUllldllQ,  Uic 

Administrati 

661 

Rnrhpstpr  Gas  £  Flpr 

Franris  F  Drakp  Ir 

i  laiitio  u  1/lariC  Jl 

135 

135 

61 

39 

9 

1  %/ n  n    nfl  act 

Lynn,  ividob 

Toe n  n  1  ■ 

662 

United  Bank  Corp  NY 

Peter  D  Kiernan 

131 

134 

53 

Q 
O 

L 

Albany,  NY 

Administrati 

663 

Olri  Kpnt  Financial 

uiu  ncm  ■  manual 

Rirhard  M  Gtllptt 

niUllalU  ITI  UIIICll 

130 

133 

53 

1 Q 

uidiiu  ndpiub,  iviiLii 

AHminictrati 
MO  1 11  III  IbU  d  11 

664 

Winters  Natl  Horn 

Wlllicio  llall  vlil  p 

Rnhprf  A  Kprr 

125 

133 

57 

Q 
O 

E 
p 

nd Vcl  oLI  d W,  W  I 

B  a  n  ki 

665 

Ari7ftna  Rank 

G  Clarkp  Rpan 
u  viainc  ucaii 

133 

133 

59 

7 

Ponria  It 
rcuild,  ill 

Banki' 

666 

Pinnppr 

K  Bert  Watson 

l\  UCI  I  TtaiOUM 

128 

133 

51 

24 

3 

Ranopr  Tpv 
r\a i  igci ,  I  ca 

I  pi 

667 

First  Natl  State  Bcp 

Robert  R  Ferguson  Jr 

133 

133 

53 

97 
LI 

A 
*♦ 

Savannah,  Ga 

Finan 

668 

Gibraltar  Financial 

uiui  anat  i  manual 

Hprhprt  1  Ynnno 

IICIUCIL  J    1  UUMg 

132 

132 

45 

9A 

Q 
O 

1  n<;  AmopIpq  Pa( 

LUj  Ml  IgC  Ic  ),  vgl 

AH  m  1  n  ictrat  i 

r\U  1 1 1 1 1 1  loll  all1 

669 

First  Kentucky  Natl 

A  Stpvpns  Milps 
n  o icv ci id  ivi iic 3 

127 

132 

47 

CO 

9 
£ 

1  m i i^v/i  1 1  p  Ku 
uuui^vniCf  r\y 

Banki 

670 

Provident  Life  &  Acc 

Henry  C  Unruh 

132 

132tt 

63 

31 

R 

J 

West  Germany 

1  nsu  ran 

671 

Arb  1  miisiana  fias 
nm        loiaiia  Uflo 

±±F  \  Npison/D  W  Weir 

-f.  U  J  llCIOUli/  1/  VI  VVCII 

132 

132 

36/63 

13/41 

4/4 

Arkansas /OUIahnma 

r\  1  nalloflo/  VJrMallV/IIIO 

<salps/Adrr 
00 ico/  nun 

672 

Gulf  States  Utils 

Floyd  R  Smith 

128 

132 

63 

A1 

7 
/ 

San  Francisco,  Cal 

Administrati 

673 

Hnmpstakp  Mining 

1 1 u 1 1 1 v •  j i a nc  in i ii nig 

Paul  C  Hpn^haw 

128 

131 

63 

9A 
L*t 

7 

Rye,  NY 

Tprhnir 

674 

Diinnpsnp  1  ioht 

l/U\fUvo>llv  Li^lll 

Inhn  M  Arthur 

131 

131 

54 

fi 
o 

Pittshuroh  Pa 

Onpratini 

675 

First-Citizens  B  &  T 

Lewis  R  Holding 

131 

131 

50 

9R 
CO 

91 

Smithfield,  NC 

Finam 

676 

Landmark  Rankincr  Fla 

Fred  R  Miilsans 

I  IGU    l\    If  II IIOQU O 

115 

130 

48 

7 

6 

Blue  RUpp  Ga 

uiuv  111115*1  via 

Administrati 

677 

Bank  of  Virginia 

Frederick  Deane  Jr 

130 

130 

50 

LO 

O 

Boston,  Mass 

Finan 

678 

So  Carolina  FAG 

*)V  will  VII  lid  L  V  U 

Arthur  M  Williams  Jr 

mitiui  in  vviiiiaiiid  ji 

110 

130 

62 

19 
OL 

q 

Charlpston 

Leg 

679 

Main  hp  &  Hvrip 

Josenh  R  Hvde  III 

juocuii  n  iivuc  in 

130 

130 

34 

1  1 
11 

9 
O 

Mpmnhis  Tpnn 

ITICIIIIJIIIO, 

Administratii 

nu  minion  uii' 

680 

Central  Ranrnrn 

Oliver  W  Rirckhead 

vii vci  vv  uiitunncau 

120 

129 

54 

9fi 
LO 

c 

Brooklvn  NY 

Administratii 

681 

Illinois  Pnwpr 
iniiiuia  r  unci 

Wendell  J  Kellev 

vvciiucii  j  ncncy 

129 

51 

27 

10 

nhamnaifin  (11 

VvliulMpaigii,  111 

Technic 

682 

Equitable  Life  Iowa 

Kenneth  R  Austin 

101 

129ft 

57 

9Q 

Lij 

7 

Keosauqua,  Iowa 

Administratii 

683 

United  Ranks  ,of  Cnln 

UllliCU  Dflllrtd  vl  vVIU 

Neil  F  Roberts 

lieu  *  nuuciu 

120 

129 

63 

Vk 
09 

0 

^atpm  Orp 

Administratii 

684 

CRT  Cnrn 
vd  i  vu  i  yt 

2^lamps  F  Fnciish 
jaiiico  v  tiiifiidii 

128 

128 

50 

9R 
LO 

7 
/ 

Putnam  flnnn 

r  U 11 1«  1 1 1  ■  uwi  ■  ■  ■ 

Finarv 

685 

Fjrcf  Virginia  Rshs 

■  Hoi  Vllglllia  Dolld 

Ralnh  A  Rpptnn 
naiuii  n  dcciuh 

127 

127 

49 

1  7 

in 

Alpyandria  Va 

Leg 

686 

United  Va  Ranksharps 

lospnh  A  Ipnnincrs 
juocjjio  n  jcnniii|yO 

120 

127 

56 

1 

X 

Richmond  Va 

Bankii 

687 

American  Security 

Carleton  M  Stewart 

125* 

127 

56 

1 

1 

Chicago,  III 

Bankii 

688 

South  Carolina  Natl 

John  H  Lumpkin 

121 

126 

61 

1  9 
XL 

Q 
O 

Fairbanks,  Alas 

Finani 

689 

Idaho  First  Natl  Rk 

luauu  riioi  nail  On 

Thnmac  ft  Frwp 
i  iiuiiida  v  njfc 

I  C--J 

09 

7 

Ontario  Orp 

yj  1 1 1 0 1  1  \j ,  uic 

Bankii 

690 

^nnthprn  Ranrnrn  Ala 
ouuuiciii  Daiii«ui|j  mo 

Guv  H  Paffpu  Ir 
uuj  n  Vallcj  JI 

125 

51 

91 
LO 

Vprhpna  Ala 

V  C  1  U  C  l  l  a ,  n  1  u 

Finani 

691 

Rnctnn  FHicnn 

DUOlUII  tUl>UN 

Thnmac  1  Gallicran  Ir 
iiiuiiiad  J  Uuiiigati  ji 

Wl 

•j  § 

91 
Lo 

c 

D 

Watprtnwn  Ma^s 

Finani 

691 

Pptrip  ^tnrps 

9  Cll  IC  OIUICo 

Miltnn  1  Pptrip 
iviiiiuii  J  rciiic 

195 

74 

AR 
HO 

Salt  Lake  Citv  Utah 

Foundi 

691 

Pacific  Pwr  &  Lt 

Don  C  Frisbee 

110 

125 

53 

23 

n 

San  Francisco,  Cal 

Finani 

694 

Pioneer  Hi-Bred  Intl 

Dr  William  L  Brown 

125 

125 

63 

Q9 

oL 

i 
i 

Arbovale,  W  Va 

Technic 

695 

Mntnrnla 
muiuiuid 

Rnhprf  W  Galuin 
nuucTi  vv  uacviii 

191; 

LLJ 

■id 

iL 

1  9 

Marshfiplri  Wisr 

IVIOI3IIIICIU,  Tl  low 

AHmini<\tratic 

696 

RirhmnnH  Cnrn 
nEuiiinuiiu  vuijj 

M/arrpn  M  Para 
vvaiicil  lYl  rdCc 

1  91 

191 

IL  J 

o  1 

lb 

Q 

y 

UICII  ItlUgCf  IIJ 

MarUpfif 

it.  a  1  1 

697 

Riao«  Natl  Rank 
ni(jg5  iiaii  Daiin 

Uinrcnt  I*  DiirlrA  Ir 

1 99 
ILL 

199 
ILL 

RA 
J*r 

99 
LL 

i 
i 

1  nnicuillp  Ku 

L.UUI0VIIIC,  r\y 

Rankil 

698 

First  Spcnritv 

■  II  Oi  wCvUI  111 

Gpnrap  Q  Frrlnc 

UCUIgC  O  bvtlld 

199 

199 

77 

/  / 

Oh 

ii 

01 

Bakpr  Citv  Ore 

do r\ci  vi vy ,  vie 

Finam 

699 

D  H  Baldwin 

Lucien  Wulsin 

110 

121 

60 

38 

15 

Cincinnati,  Ohio 

Leg 

700 

First  United  Bancorp 

Paul  W  Mason 

115 

121 

56 

15 

7 

Wichita,  Kan 

Bank ; 

701 

First  Natl  Stores 

Alan  L  Haberman 

121 

121 

47 

10 

4 

Worcester,  Mass 

Administratii 

702 

First  Tennessee  Natl 

Ronald  A  Terry 

117 

120 

46 

19 

3 

Memphis,  Tenn 

Bankir 

703 

Tampax 

Thomas  F  Casey 

120 

120 

69 

41 

21 

Rye,  NY 

Finani 

704 

Society  Corp 

J  Maurice  Struchen 

117 

120 

56 

7 

1 

Cleveland,  Ohio 

Bankir 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock, 
t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options, 
tt  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 


tt  Office  held  jointly;  remuneration  shown  represents  amount  earned  by  each. 
*  Salary  annualized. 
23.  Succeeded  by  Walter  J.  Connolly,  Jr.,  4/19/77. 
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HB 


Who  Gets  the  Most  Pay 

Compensation 


Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration^ 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

(WOO) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

705 

Amer  Fletcher 

Frank  E  McKinney  Jr 

120 

120 

38 

9 

3 

Indianapolis,  Ind 

Finance 

705 

Crown  Cork  &  Seal 

John  F  Connelly 

120 

120 

72 

20 

20 

Philadelphia,  Pa 

Sales 

705 

Dayton  Power  &  Light 

Robert  B  Killen 

120 

120 

63 

45 

6 

Dayton,  Ohio 

Technical 

705 

State  Street  Boston 

William  S  Edgerly 

120 

120 

50 

1 

1 

Lewiston,  Me 

Finance 

709 

Citizens  Fidelity 

"Maurice  D  S  Johnson 

115 

120 

65 

10 

6 

Anoka,  Minn 

Banking 

710 

Sedco 

"B  Gill  Clements 

106 

119 

35 

8 

4 

Dallas,  Tex 

Finance 

711 

Daniel  International 

R  Hugh  Daniel 

115 

118 

70 

47 

12 

Anderson,  SC 

Operations 

712 

Monumental  Corp 

Frank  Baker  Jr 

118 

118 

64 

45 

9 

Baltimore,  Md 

Finance 

713 

National  Tea 

Valdyn  W  Schulz 

118 

118 

47 

3 

1 

Edgeley,  ND 

Administration 

714 

Fred  Meyer 

Oran  B  Robertson 

111 

118 

59 

31 

1 

Salem,  Ore 

Retailing 

715 

Cincinnati  G  &  E 

William  H  Dickhoner 

115 

117 

55 

36 

1 

Cincinnati,  Ohio 

Technical 

716 

Longs  Drug  Stores 

Joseph  M  Long 

114 

116 

65 

39 

30 

Covelo,  Cal 

Founder 

717 

First  Union  Corp 

C  Clifford  Cameron 

116 

116 

57 

13 

10 

Meridian,  Miss 

Finance 

718 

Boatmen's  Bancshares 

Donald  N  Brandin 

116 

116 

55 

21 

4 

New  York,  NY 

Banking 

719 

Tektronix 

Earl  Wantland 

100 

H5tt 

45 

22 

2 

Bridge,  Ore 

Administration 

720 

Provident  Natl  Corp 

Roger  S  Hillas 

115 

115 

50 

26 

3 

Wyncote,  Pa 

Finance 

720 

Wisconsin  Elec  Power 

Charles  S  McNeer 

115 

115 

51 

26 

1 

Gilbert,  WVa 

Technical 

720 

MBPXL 

David  J  La  Fleur 

75 

115 

45 

8 

5 

Jefferson,  SD 

Production 

723 

Southland  Royalty 

1  Jon  Brumley 

104 

114 

38 

10 

3 

Pampa,  Tex 

Administration 

724 

Alabama  Bancorp 

John  W  Woods 

105 

114 

45 

7 

5 

Evanston,  III 

Banking 

725 

First  Texas  Finl 

"Frank  A  Hoke 

98 

113 

65 

32 

1 

Lebanon,  Mo 

Founder 

726 

Hawaii  Bancorp 

Wilson  P  Cannon 

105 

113 

58 

36 

1 

Berkeley,  Cal 

Banking 

727 

First  &  Merchants 

C  Coleman  McGehee 

110 

113 

52 

28 

3 

Franklin,  Va 

Banking 

728 

Scot  Lad  Foods 

Walter  R  Schaub 

112 

112 

66 

44 

16 

Chicago,  III 

Founder 

729 

Washington  Natl  Corp 

Stanley  P  Hutchison 

110 

111 

53 

29 

1 

Joliet,  III 

Legal 

730 

Portland  Genl  Elec 

Frank  M  Warren 

111 

111 

61 

39 

22 

Portland,  Ore 

Technical 

731 

No  Indiana  Pub  Svc 

"Dean  H  Mitchell 

110 

110 

82 

53 

39 

Erie,  Pa 

Administration 

731 

Shawmut  Corp 

D  Thomas  Trigg 

110 

no 

61 

40 

4 

Eureka,  Kan 

Finance 

731 

Whitney  Holding  Corp 

Patrick  A  Delaney 

110* 

110 

44 

23 

1 

New  Orleans,  La 

Banking 

734 

Beneficial  Corp 

Finn  M  W  Caspersen 

110 

110 

35 

5 

1 

New  York,  NY 

Legal 

735 

Ohio  Edison 

John  R  White 

109 

109 

60 

24 

2 

Akron,  Ohio 

Legal 

736 

Tampa  Electric 

Hugh  L  Culbreath 

105 

109 

56 

20 

5 

Tampa,  Fla 

Finance 

737 

Allied  Bancshares 

Gerald  H  Smith 

81 

109 

46 

18 

5 

Groveton,  Tex 

Banking 

738 

First  Natl  Bancorp 

Bruce  D  Alexander 

104 

107 

55 

27 

7 

Denver,  Colo 

Banking 

739 

Broadview  Financial 

John  E  Rupert 

107 

107 

49 

23 

2 

Lakewood,  Ohio 

Administration 

740 

Toledo  Edison 

John  P  Williamson 

105 

107 

55 

25 

4 

Cleveland,  Ohio 

Finance 

741 

Marine  Corp 

John  C  Geilfuss 

106 

106 

63 

29 

12 

Milwaukee,  Wise 

Finance 

742 

Borman's 

Paul  Borman 

98 

106 

44 

22 

12 

Detroit,  Mich 

Sales 

743 

Maryland  National 

Robert  D  Harvey 

104 

105 

56 

30 

13 

Baltimore,  Md 

Finance 

744 

Southwestern  Pub  Svc 

Roy  Tolk 

105 

105 

61 

38 

5 

Gage,  Okla 

Technical 

745 

Utah  Power  &  Light 

E  Allan  Hunter 

100 

105 

62 

39 

8 

Grantsville,  Utah 

Technical 

746 

First  Natl  Charter 

Barret  S  Heddens  Jr 

101 

103 

52 

25 

8 

Kansas  City,  Mo 

Banking 

1A1 

American  B  &  T  Pa 

Ben  T  Craig 

93 

103 

A  A 

44 

4 

4 

Gastonia,  NC 

Finance 

748 

Hartford  Natl 

Robert  L  Newell 

102 

103 

54 

31 

1 

Hartford,  Conn 

Banking 

749 

Old  Stone  Corp 

Theodore  W  Barnes 

99 

103 

46 

28 

1 

Providence,  Rl 

Banking 

750 

California  First  Bnk 

Masao  Tsuyamo 

100 

102 

59 

5 

1 

China 

Banking 

751 

Wetterau 

Ted  C  Wetterau 

102 

102 

49 

25 

6 

St  Louis,  Mo 

Marketing 

752 

Wilmington  Trust 

William  W  Geddes 

101 

101 

57 

35 

6 

Scarsdale,  NY 

Banking 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock.  *  Salary  annualized. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  24.  Succeeded  by  J.  David  Grissom,  4/26/77. 

ft  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long-  25.  Succeeded  by  W.  P.  Clements,  Jr.,  1/28/77. 

term  incentive  program.  26.  Succeeded  by  Roger  J.  Keane,  5/1/77. 

27.  Succeeded  by  Edmund  A.  Schroer,  3/1/77. 
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Who  Gets  the  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration^ 

With 

As 

Busi 

Rank 
nann 

Phiof  Fvornfiup 

VlllCl  EJICIUMVC 

-flop 

Company 

Chief 

Piara  nf  Rirth 

rlaCc  01  Dirin 

DaCKgrc 

753 

Liberty  Natl  Corp 

John  W  McLean 

99 

101 

55 

Q 

Q 

3 

Okmulgee,  Okla 

Fins 

/  Of 

ThirH  hlatiAnal  Pnrn 

i  ip if  u  national  vuiu 

Pharlpc  1  Kano 
oiidiico  i  none 

100 

57 

o 
C 

1 

LUUISVMIc,  r\y 

□an 

f-irct  Fmniro  ^tato 
niM  cinpiic  oiaic 

PlanHp  F  ^hnrhfpr 
viauuc  r  oiiuniici 

100 

100 

54 

IS 

1 

1 

r*  h  i  f  a  n  a  lit 
l/IIICdgO,  III 

Ran 

Dan 

755 

Fnnrf  Fair 
i  uuu  i  ai i 

lark  M  FriprilanrI 

100 

100 

52 

ou 

C 
D 

Harrichn  rt?  Pa 

AH  m  i  n  ictr  a 

nil  1 1 1 1 1 1  loll  a 

/  j  j 

ra  runci  at  li^ni 

lark  K  Rushy 

100 

100 

59 

25 

13 

PhlpaoA  II 
LIMLdgU,  III 

1 

I. 

755 

Tecumseh  Products 

Kenneth  G  Herrick 

100 

100 

56 

oo 

C 
D 

Jackson,  Mich 

Produc 

759 

Natl  Ppntral  Financial 
iidii  wciiiiai  rmaiinai 

Wiknn  D  MrFlhinnv 

VVIIovlf    U  I¥ll*LIIIIIII:f 

94 

100 

47 

10 

o 
L 

UC  1 1  UI  l,  IVI  ILI 1 

Ran 

DdM 

Hncnital  Triict  Pnrn 
nuojJiLdi  iiuoi  vvi|J 

Monrv  Q  WnnrlhriHop  lr 
nciiij  o  nuuuuiiugc  ji 

99 

4R 
to 

91 

L 

DUblUK,  IVI  d bo 

nna 

7fi1 

Firct  MarvlanH  Rnrn 
rnoi  iviaijKdiiu  diiljj 

1  Ouupn  PoIp 

J  UnCII  vUlC 

qq 

99 

47 

on 

CM 

RnthprfnrHtnn  NP 
r\u liici  i ui  u iuiir  iiu 

mu  111  1 1 1 IMI  ti 

762 

Nn  ^tatp<i  Pnwpr 

I1U  OlulCo  1  Unci 

Donald  W  McCarthy 

98 

99 

55 

28 

l 

Minnpannli^  Minn 

IVUIIIlCdUUIIo,  IVI  II 1 ;  I 

AH  m  i  n  ictra 
r\u  1  Mil lloll  <! 

763 

Delmarva  Power  &  Lt 

Robert  D  Weimer 

96 

98 

55 

9Q 

CO 

0 

Pemberville,  Ohio 

Administrai 

764 

Florida  Pnwpr 
riuiiua  i  unci 

Andrpw  H  Hinps  lr 

nilUICTT  II  ItMICO  JI 

96 

98 

54 

£y 

A 

1  akp  Pitv  Fla 

l_d r\C  vl lj t  1  Id 

Tech  r 

765 

Arizona  Pnhlir  Spru 

Keith  L  Turlev 

iXCIlll   !■  1  UI  icy 

97 

97 

53 

£.0 

0 

Mpco  Ari7 

AHmini<;trai 

rAU  1 1 1 1 1 1 1  Oil  dl 

766 

llnitprf  MK^nnri  R<;h<; 

(JIIIICU  IVllOOvUII  Dollo 

R  Prnchv  Kpmnpr 
r\  vi'JoUj  nciiiLici 

90 

96 

50 

97 

LI 

7 
1 

Kancac  Pifu  Mo 
rvdiiocio  wily,  iviu 

AH  m  i  n  i^tra 

MU  1 1 1 II 1  loll  d 

767 

Franklin  1  ifp  Inc 

i  idiinnii  liic  ins 

William  1  Allev 

V  V  1 1  1 Id  1 II    J  ill  iCJ 

95 

95 

47 

10 

1 

v/prnnn  Tp^ 

yci  nun,  ■  ca 

1  nsnra 

1 1 IOU 1  d 

768 

Western  Financial 

Gary  H  Driggs 

90 

93 

42 

ID 

1 
1 

Phoenix,  Ariz 

Banl 

769 

Nn  ^tatPQ  Ranrorn 

I1U  jlolca  DdllLUlU 

Rpniamin  M  PaHrlnrk 
Dciijdiiiiii  n  raiiuuin 

93 

49 

1 1 
1 1 

A 

nptmit  M irh 

L/Cll  UI  l,  IVI  IL.I1 

AH  m  i  n  Ktra' 

AAU  1 1 1 II 1 1  0 1 1  a 

770 

Npw  Iptspv  National 
iicn  jciocy  naiiuiiai 

John  H  Walther 

juiiii  1 1  vfaiiiici 

87 

92 

41 

1 
1 

Hartford  Prmn 

i  id  i  1 1  ui  u,  vuiui 

Fina 

771 

npnncit  finarantu 
ucuuj-1  uuaianij 

1  Mprman  Uinac 
j  nciiiidii  nmcs 

86 

91 

62 

An 

9 
L 

lark^nn  Mfcs 

J  a  ■_  r  JUI  1  ,  IVI  1 

Fina 

772 

RauRank^ 

William  M  Pmvipr  lr 
nullum  ivi  viuz.ici  si 

85 

90 

44 

13 

2 

Rrnnklvn  NY 

F  i  na 

773 

Merchants  National 

Otto  N  Frenzel  III 

90 

90 

46 

OJ 

A 

Indianapolis,  ind 

Fina 

774 

Fmiitahlp  Ranrnrn 

UlfulldUIC  DailLUI|J 

Ouupn  Haiti  II 

\Jn  Cll  1/aijf  1 1 

oo 

89 

52 

1 9 

9 
£. 

npnvpr  P.nln 

L/CIIVCI,  VUIU 

Fina 

775 

Rpnnhlir*  Npw  Ynrk 

Pptpr  Whitp 

rcici  T1IIILC 

87 

87 

74 

\\ 

New  York  NY 

I1CTI    1  UI  M)  111 

Final 

776 

San  Dippo  Gas  &  FIpc 

Rnhprt  F  Morris 

85 

87 

55 

1 1 

1 X 

1 
1 

Parsons  Kan 

Market 

777 

rloriria  Natl  Ranfc 
i  iviiua  nan  Daimo 

Inhn  H  Manrv  lr 

JUIIII  1 1  ITiaillT  JI 

87 

87 

55 

37 

2 

Miami  Fla 

Banl- 

778 

First  Amtenn  Corp 

Andrew  B  Benedict 

86 

86 

62 

41 

7 

Nashville,  Tenn 

Fina: 

779 

Spf  it ritv  NY  Statp 

JC'-UlllJ  111  Old  It 

Arthur  M  RirSiarHson 
rt i  mui  iv.  niuiidi uoun 

86 

86 

50 

9R 

9 

Rochester  NY 

Bank 

780 

Kpmnpr  Pnrn 
r\ciii{jci  V/Ui(J 

lampc  *v  Komnar  lr 
Jdiiico  o  riciiiuci  Ji 

85 

86 

63 

Ifi 
ID 

7 

rhipon-A  II 
vii ivagU;  1 1 1 

Le 

781 

Farmorc  ftrniin 
I  al  lllclo  UIUUIJ 

Hpnrcrp  Maclarh 

UCUlgC  IVIdoldMI 

74 

84 

62 

3Q 

1 
1 

t  o'\  Ancplps  Pal 

Le 

782 

<vnn  Rankc  nf  Flnrirla 
OUil  Ddlino  ui  nuiiud 

Rifharri  F  1  iuinoctnn 

rilLllolU  r  l_f  VlllgMUil 

83 

83 

57 

3C 
OD 

q 

Davtona  Rparh  Fla 

Finai 

783 

Atlantic  Bancorp 

Billy  J  Walker 

82 

82 

46 

28 

1 

Baker  County,  Fla 

Bank 

783 

Indiana  National 

Thomas  W  Binford 

82 

82 

53 

1 
1 

i 
i 

Indianapolis,  Ind 

Administrat 

785 

FrnctRank 
r  1  UM  Doll  n 

Trim  P  Frnct  lr 

77 

81 
ox 

49 

97 

LI 

c 

D 

San  Antonio  Tex 

Bank 

786 

Turcnn  /lac  St,  Flortrir 

'  UtOUII  UdJ  Ot  ClcL.ll  IL 

Thonrlnra  M  Wain 
lllcUUUIc  IVI  TfClJJ 

1? 
i  l. 

79 

42 

0 

1 
1 

San  Francisco  Cal 

Final 

787 

Finanrial  fionoral 
ritiaiit#iai  ucnciai 

I4arnlrl  K  Inhncnn 

naiuiu  r\  junnsuii 

7R 

78 

65 

L 

1 
1 

Bowesmont  ND 

Administratl 

788 

Oklahoma  fiac  SL  Flor 

james  u  nanow  jr 

78 
to 

/  o 

4? 

if; 

I 

Dklahnma  Pitv  Okla 

UnldllUIHc  VI  Ijr  f  Wn'O 

Final 

789 

Commerce  Bancshares 

James  M  Kemper  Jr 

75 

77 

55 

30 

10 

Kansas  City,  Mo 

Banki 

790 

Indianapolis  P&  L 

Zane  G  Todd 

74 

76 

53 

LD 

1 
1 

Hanson,  Ky 

Operatic 

791 

Ranrn  Pnnnlar  PR 
uaiiLU  rupuiai  rrt 

Paf^ol  PorriAn  lr 

74 

7K 

fi? 

AA 

9n 

^an  luan  PR 

Fi  nan 

792 

Rata  Hon  oral 

Uold  UCllCldl 

PrlcAn  f\  rioPcittrn 

7^ 

75 

38 

Q 

Q 

Plainfield,  NJ 

Founi 

793 

JnOfeP  vUllipdlllCo 

Lennte  o  oKaggs 

7d 

74 

JO 

^9 
OL 

1  1 
1 1 

Yakima  Wash 

Administratl 

794 

Ouprcpac  ^hinhnlrlincr 

viCloCao  Olio  pi IUIU llig 

iviunori  r  nymdn 

79 

1  c 

41 

7 

c 

3 

Npw  York  NY 

1  ul  n,  111 

Le; 

795 

First  Oklahoma  Bncp 

Charles  A  Vose 

66 

70 

76 

56 

18 

Clinton,  Iowa 

Finar 

796 

Northwestern  Finl 

Edwin  Duncan  Jr 

67 

67 

49 

20 

3 

High  Point,  NC 

Banki 

797 

Kewanee  Industries 

James  T  Bolan 

65:> 

65 

67 

10 

5 

Toledo,  Ohio 

Finan 

798 

Penn  Central 

Archibald  D  Johnson 

17 

17 

78 

6 

6 

Mexico 

Finan 

799 

First  Florida  Banks 

Chester  H  Ferguson 

2** 

2" 

68 

5 

5 

Americus,  Ga 

Lei 

General  American  Oil 

Algur  H  Meadows 

NA 

NA 

78 

40 

40 

Vidalia,  Ga 

Fount 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock.  *  Salary  annualized. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.       "  Director's  fees  only;  excludes  fees  paid  to  law  firm  of  which  Mr  Ferguson  is  a  partnet 

NA  Less  than  $40,000;  exact  amount  not  available. 
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Who 
Employs 
The  Most 
People 

AT&T  is  the  nation's  largest  private 
employer,  with  nearly  a  million  on 
the  pay  roster.  It  and  499  other 
companies  employ  20  million  people. 


This  year,  for  the  first  time,  we  rank  corporations  by  the 
number  of  people  they  employ,  a  too-little-remarked  ser- 
vice corporations  perform  for  the  country.  These  500  largest 
private  employers  together  pay  the  salaries  of  approximate- 
ly 20%  of  the  nation's  workforce.  Not  all  of  them  appear 
in  the  other  Forbes  500  rankings. 

The  rankings  here  are  best  approximations;  companies 
do  not  report  employment  on  a  standardized  basis.  Some 
report  the  total  at  the  year's  end,  some  as  an  average  an- 
nual figure.  Some  corporations  count  all  part-time  em- 
ployees; others  convert  the  part-time  force  to  its  full-timer 
equivalent.  Companies  may  or  may  not  consider  for- 
eign wage  earners,  or  employees  of  nonconsolidated  sub- 
sidiaries, and  so  forth. 

The  company  with  the  highest  ratio  of  assets  to  em- 
ployees on  the  list  is  Bankers  Trust  New  York— which  is 
not  surprising,  since  bank  assets  consist  largely  of  securities. 
Among  nonfinancial  companies,  Commonwealth  Edison  has 
the  most  invested  in  assets  per  employee— $388,800— fol- 
lowed by  Southern  California  Edison,  with  $380,600.  The 
least  capital-intensive  large  employers  are  food  retailers  and 
wholesalers  and  hotel  chains. 

Oil  companies  are  by  far  the  most  profitable  per  em- 
ployee. Employees  of  Standard  Oil  of  California  and  Shell 
Oil  earn  the  most  for  their  employers:  $22,900  each  on 
average  at  Standard  Oil,  $21,900  apiece  at  Shell.  Close 
behind  them  is  Atlantic  Richfield  at  $21,300. 

Among  utilities,  Pacific  Cas  &  Electric  and  Consolidated 
Edison  may  not  have  much  else  in  common,  but  they 
earn  nearly  identical  profits  per  employee:  $12,300  and 
$12,400,  respectively. 

Other  major  employers  that  can  compete  with  util- 
ities and  oil  companies  in  this  profitability  measure  are 
Dow  Chemical,  which  invests  $129,200  per  employee  and 
gets  back  $11,600  in  profits,  and  Connecticut  General 
Insurance,  which  invests  $817,300  and  receives  earnings 
of  $13,300  per  employee.  ■ 


Per  Employee 
Employees  Assets  Profits 


Rank 

Company 

(000) 

($000)  ($000) 

11 

American  Tel  &  Tel 

927.2 

93.5 

4.1 

2 

General  Motors 

748.4 

32.5 

3.9 

3 

Ford  Motor 

443.9 

35.5 

2.2 

4 

Sears,  Roebuck 

433.0 

43.5 

1.6 

5 

General  Electric 

380.0 

31.7 

LA 

6 

Inti  Tel  &  Tel 

375.0 

46.8 

1.2 

7 

IBM 

292.0 

60.7 

8.2 

8 

Chrysler 

244.9 

28.9 

1.3 

9 

F  W  Woolworth 

204.1 

10.3 

0.5 

10 

Mobil 

199.5 

94.1 

4.7 

11 

General  Tel  &  Elec 

194.2 

70.0 

2.3 

12 

S  S  Kresge 

191.0 

15.0 

1.4 

13 

J  C  Penney 

183.0 

19.0 

1.2 

14 

United  States  Steel 

166.6 

55.0 

2.5 

15 

Westinghouse  Elec 

158.8 

33.5 

1.4 

16 

Goodyear 

151.3 

28.7 

0.8 

17 

E 1  du  Pont 

140.9 

49.8 

3.3 

18 

United  Technologies 

133.4 

19.7 

1.2 

19 

Safeway  Stores 

133.0 

12.8 

0.8 

20 

Eastman  Kodak 

127.0 

43.4 

5.1 

21 

Exxon 

125.4 

289.7 

21.1 

22 

Rockwell  Intl 

119.1 

24.3 

1.0 

23 

Union  Carbide 

113.1 

58.5 

3.9 

24 

Firestone 

113.0 

28.9 

0.8 

25 

Gulf  &  Western  Inds 

110.0 

31.6 

1.8 

25 

RCA 

110.0 

34.9 

1.6 

27  Federated  Dept  Stores 

108.0 

21.0 

1.6 

28 

Bethlehem  Steel 

99.8 

49.5 

1.7 

29 

Intl  Harvester 

97.6 

36.6 

1.8 

30 

Xerox 

97.3 

47.4 

3.7 

31 

Litton  Industries 

93.0 

22.1 

0.1 

32 

Great  Atl  &  Pac  Tea 

92.9 

10.6 

0.0 
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Employ 


Rank 


Per  Employee 
Employees  Assets  Profits 
Company     (000)   ($000)  ($000) 


33 
34 
35 
35 

37 
38 
39 
40 


TRW 
Sperry  Rand 
Kroger 
Singer 


87.6 
87.1 
85.0 
85.0 


21.3 
29.6 
14.5 
18.7 


Halliburton 
Tenneco 
Trans  World  Airlines 
Bendix 


83.9 
82.1 
80.8 
79.7 


45  Consolidated  Foods 

46  Texaco 

47  General  Dynamics 

48  Honeywell 


76.6  15.0 

72.8  249.9 
71.6  20.4 
70.8  31.1 


49 

50 
51 
52 


Burlington  Inds 
NCR 

Owens-Illinois 
Beatrice  Foods 


70.0 
67.5 
67.1 
67.0 


53 
54 
55 
56 


BankAmerica  Corp 
Texas  Instruments 
Boeing 
UAL 


57 
58 
59 
60 


Textron 
Household  Finance 
Monsanto 
Marriott 


64.2 
62.0 
61.9 
60.6 


23.7 
65.1 
63.9 
13.9 


61 
62 
62 
64 


W  R  Grace 
May  Dept  Stores 
Ralston  Purina 
Continental  Group 


59.7 
59.0 
59.0 
58.9 


46.2 
24.7 
26.4 

37.2 


69 

70 
71 

72 


LTV 
Motorola 
Deere 

Lockheed  Aircraft 


56.9 
56.0 
55.2 
55.1 


37.5 
20.7 
52.4 
28.8 


73 
74 
75 
76 


Allied  Stores 
American  Brands 
Uniroyal 
PepsiCo 


55.0 
54.8 
54.0 
54.0 


21.3 
44.8 

30.3 
28.6 


77 
78 
79 
80 


Gulf  Oil 
Dow  Chemical 
Rapid-American 
Raytheon 


53.3 
53.0 
53.0 
53.0 


252.3 
129.2 
27.9 
28.5 


1.5 
1.7 

0.6 
0.7 


30.4  3.6 

87.4  4.7 

23.4  0.5 

20.7  1.3 


41  Minn  Mining  &  Mfg  79.5  41.8  4.3 

42  McDonald's  78.0  16.5  1.4 

43  ARA  Services  77.9  7.2  0.5 

44  Caterpillar  Tractor  77.8  50  1  4  9 


1.2 
11.9 
1.4 

1.5 


24.8  1.5 

34.2  1.3 

32.7  1.6 

27.5  2.3 


66.9  1,104.8  5.0 

66.2  16.8  1.5 

65.4  29.3  1.6 

65.0  44.1  0.3 


1.9 

2.2 
5.9 
0.5 


2.2 
1.2 
2.1 
2.0 


65  Warner-Lambert  58.0  33.3  2.8 

66  Johnson  &  Johnson  57.9  29.9  3.5 

67  McDonnell  Douglas  57.9  36.8  1.9 

68  Associated  Dry  Goods  57.5  13.1  0.7 


0.5 
1.5 
4.4 
0.7 


1.1 
2.2 
0.4 
2.5 


15.3 
11.6 
0.3 
1.6 


81  Colgate-Palmolive  52.6  34.0  2.8 

81  Dresser  Industries  52.6  32.6  3.0 

83  International  Paper  52.3  69.6  4.8 

84  Procter  &  Gamble  52.2  78.6  7.7 


Rank 


Per  Employee 
Employees  Assets  Profits 
Company     (000)   ($000)  ($000) 


85 
86 
87 


Greyhound 
General  Mills 
Philip  Morris 
-  Burroughs 


52.0  28.3  1.5 

51.8  25.6  1.9 
51.0  70.2  5.2 

49.9  50.9  3.7 


89  Armco  Steel 

90  Burlington  Northern 

91  United  Brands 

92  Nabisco 


48.9 
48.8 
48.3 
48.0 


57.9  2.4 

69.3  1.5 

22.5  0.3 

22.1  1.6 


93  Kraft  47.7  38.2  2.8 

94  Amer  Home  Products  47.6  31.7  5.8 

95  Weyerhaeuser  47.2  780  6.5 

96  American  Can  47.0  41.6  2.1 


96 
96 
99 
100 


Esmark 
General  Foods 
Champion  Intl 
Teledyne 


47.0 
47.0 
46.9 
46.9 


37.4 
42.8 
46.5 
53.4 


101 
102 
103 
104 


Citicorp 
Genesco 
J  P  Stevens 
Ingersoll-Rand 


46.6  1,379.4 

463  10.5 

45.8  18.0 

45.8  38.1 


105 
106 
107 
108 


Eaton 
Standard  Oil  Ind 
Lucky  Stores 
Alcoa 


45.7 
45.4 
45.0 
45.0 


32.0 
247.0 
14.9 
79.3 


117 
118 
119 
120 


American  Stores 
Winn-Dixie  Stores 
Control  Data 
IC  Industries 


42.0 
41.9 
41.6 
41.2 


12.2 
12.2 
123.2 
57.1 


121 
122 
123 
124 


Borden 
FMC 

Gent  Tire  &  Rubber 
Pfizer 


40.4 

40.2 
40.1 
40.1 


44.8 
47.8 
38.5 
54.2 


129 
130 
131 
132 


B  F  Goodrich 
RHMacy 
Emerson  Electric 
Walter  Kidde 


39.2 
39.0 
38.8 
38.8 


40.0 
21.7 
26.3 
22.4 


133 
134 
135 
136 


IU  International 
Standard  Oil  Calif 
Holiday  Inns 
Borg-Warner 


38.5 
38.4 
38.2 
38.2 


62.2 
358.5 
24.5 
33.8 


1.8 
3.2 
2.2 
3.0 


8.6 
0.3 
0.9 

2.3 


2.0 
19.7 
1.0 

3.2 


109  Schlumberger  44.9  44.4  6.5 

110  Interco  44.7  17.4  1.7 

111  American  Standard  44.6  24.0  1.6 

112  Southern  Pacific  43.9  88.9  2.5 

113  Continental  Oil  43.9  137.6  10.5 

114  Combustion  Engineer  42.8  29.8  1.3 

115  CPC  International  42.5  34.3  2.9 

116  Signal  Companies  42.3  44.2  1.5 


0.8 
1.5 
1.1 
1.5 


2.8 
2.0 
2.6 
4.0 


125  Pan  Am  World  Airways  40.0  36  1  def 

126  Republic  Steel  39.6  58.9  1.7 

127  Babcock  &  Wilcox  39.5  28.5  1.3 

128  American  Cyanamid  39.4  50.8  3.4 


0.4 
1.1 
3.0 
1.3 


1.1 
22.9 
1.0 
2.1 


Rank 


Per  Empl 

Employees  Assets  F 
Company     (000)    ($000)  (' 


137 
138 
139 
140 

141 
142 
143 
144 


Chessie  System 
Saga  Corp 
Castle  &  Cooke 
Pillsbury 


38.0 
38.0 
37.7 
37.6 


149 
150 
151 
152 


Boise  Cascade 
Gillette 
Jewel  Companies 
Carter  Hawley  Hale 


152 
152 
155 
156 


Food  Fair 
Gould 
Reynolds  Metals 
Inland  Steel 


157 
158 
159 
160 


Georgia-Pacific 
Del  Monte 
Squibb 
H  J  Heinz 


161 
162 
163 
164 


American  Express 
Allied  Chemical 
Campbell  Soup 
Eastern  Air  Lines 


173 
174 
175 
176 


CBS 

Shell  Oil 
Hewlett-Packard 
U  S  Industries 


181 
182 
182 
184 


Bristol-Myers 
Aetna  Life  &  Cas 
AMF 
Ashland  Oil 


35.2 
35.2 
35.1 
35.0 


35.0 
35.0 
35.0 
34.5 


34.2 
34.1 
34.0 
33.6 


33.6 
33.4 
33.4 
33.2 


32.3 
32.2 
32.2 
32.0 


30.9 
30.7 
30.7 
30.0 


79.1 
2.3 
19.2 
23.4 


City  Investing  37.5  112  4 

R  J  Reynolds  Inds  37.3  114.7 

Seaboard  Coast  Line  37.2  74.6 

Northwest  Industries  37.0  37.8 


145  PPG  Industries  36.3  56.0 

146  Santa  Fe  Industries  36.1  83.0 

147  American  Airlines  36.0  47.6 

148  National  Steel  35  8  78.2 


49.2 
30.4 
23.1 
23.5 


12.4 
30.6 
66.9 
60.0 


75.6 
23.4 
36.9 
34.8 


308.2 
73.0 
27.7 
39.2 


165  Coca-Cola  33.0  57.7 

166  Emhart  32.9  199 
166  Melville  32.9  14.4 
168  North  Amer  Philips  32.8  30.3 


169  Occidental  Petroleum  32.5  120.2 

170  Levi  Strauss  32.5  20.4 

171  Daniel  International  32.5  6.3 

172  Sun  Company  32.5  148.8 


41.8 
243.4 
29.0 
27.3 


177  Celanese  31.9  599 

178  United  Merch  &  Mfrs  31.7  35.0 

179  Crown  Zellerbach  31.6  516 

180  Southland  Corp  31.0  20.2 


43.0 
592.6 
26.8 
70.2 


184  Dayton-Hudson  30.0  35.3 

186  Dart  Industries  29.8  44.5 

187  Corning  Glass  Works  29  8  34.5 
138  Ogden  29.5  33.9 
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Per  Employee 
Employees  Assets  Profits 
Company     (000)   ($000)  ($000) 


Pullman 
American  Motors 
Travelers 
Chase  Manhattan 


29.0  32.8 

28.9  34.3 

28.6  467.5 

28.4  1,607.0 


Lykes 
United  Telecom 
Grumman 
Hospital  Corp  of  Am 


t  St  Regis  Paper 

i  Delta  Air  Lines 

I  Phillips  Petroleum 

I  Sterling  Drug 


1  Norfolk  &  Western  Ry 

!  Kimberly-Clark 

I  Merck 

\  Union  Pacific 


1.0 
def 
5.4 
4.1 


28.3  62.8  0.7 

28.2  96.6  4.0 

28.0  19.7  1.0 

28.0  21.4  1.0 


28.0  53.2  3.3 

27.9  52.6  2.5 

27.8  182.3  14.8 

27.8  30.2  3.0 


27.7  98.0  4.7 

27.6  52.6  4.4 

27.5  65.2  9.3 

27.5  134.3  6.8 


Denny's  27.4 
Walgreen  27.3 
SCM  27.1 
Blue  Bell  27.0 

6.5  0.6 
11.4  0.5 
27.3  1.1 
14.9  2.1 

Atlantic  Richfield  27.0 
Fruehauf  27.0 
Colt  Industries  26.8 
Avon  Products  26.6 

327.9  21.3 
38.8  1.8 
35.1  2.3 
34.8  6.3 

Amer  Hospital  Supply  26.4 
Allis-Chalmers  26.4 
Sunbeam  26.3 
Mead  26.2 

31.8  2.5 
42.2  2.2 

22.7  1.3 

46.8  3.4 

White  Consolidated  26.0 
Norton  Simon  26.0 
Zayre  26.0 
Carrier  26.0 

31.4  2.0 
54.6  3.6 
13.6  0.4 
33.1  1.3 

Western  Bancorp  25.9 
Transamerica  25.8 
Abbott  Laboratories  25.4 
Howard  Johnson  25.3 

759.5  3.4 
201.9  4.4 
42.4  3.6 
10.7  1.1 

Chromalloy  American  25.2 
Brunswick  25.1 
Digital  Equipment  25.0 
Hyatt  Corp  25.0 

26.0  1.1 
28.5  1.7 
34.2  2.9 
9.3  0.3 

Stop  &  Shop  25.0 
Supermarkets  General  25.0 
Kaiser  Alum  &  Chem  25.0 
Amfac  24.9 

12.6  0.5 
13.5  0.5 
87.2  1.8 
32.2  0.8 

Beneficial  Corp  24.9 
Heublein  24.9 
Eltra  24.8 
Johns-Manville  24.8 

135.5  4.0 
33.1  2.9 
24.5  1.6 
47.9  2.2 

Baxter  Travenol  24.8 
Brown  Group  24.6 
Pacific  Gas  &  Elec  24.6 
Dana  24.4 

33.8  2.4 
15.6  0.9 
301.6  12.3 
39.6  3.7 

Rank 


Per  Employee 
Employees  Assets  Profits 
Company     (000)  ($000)  ($000) 


241  Consolidated  Edison  24.3  271.1  12.4 

242  Chiett  Peabody  24.3  12.6  0.7 

243  McGraw-Edison  24.0  25.9  2.4 
243  Northrop  24.0  22.5  1.5 

243  WestPolnt-Pepperell  24.0  18.3  1.1 

246  Hercules  24.0  59.6  4.5 

247  Jim  Walter  23.9  58.8  3.0 
247  Quaker  Oats  23.9  35.8  2.2 

249  INA  23.8  300.9  3.6 

250  Natl  Semiconductor  23.7  7.2  0.8 

251  Morrison-Knudsen  23.7  14.6  0.6 

252  Zenith  Radio  23.5  21.4  1.6 


253  CIT  Financial 

253  General  Instrument 

255  Studebaker-Worthgtn 

256  Eli  Lilly 


23.5  318.7  4.0 

23.5  16.3  0.1 

23.3  35.5  2.2 

23.3  68.0  8.6 


257 
258 
259 
260 


Loews 
Avco 

Armstrong  Cork 
Timken 


23.2  268.3  3.0 

23.0  156.1  3.5 

23.0  34.3  2.3 

22.9  31.3  2.7 


261  Hoover  Co 

262  Whirlpool 

263  Southern  Company 

264  Carnation 


22.9  17.1  0.3 

22.5  35.3  3.4 

22.4  360.4  8.8 

22.2  48.6  4.7 


265 
266 
266 
266 


Clark  Equipment 
Fisher  Foods 
Martin  Marietta 
N  L  Industries 


22.2  40.5  3.1 

22.0  13.5  0.6 

22.0  56.5  3.6 

22.0  49.1  2.7 


266  Olin  Corp 

270  Missouri  Pacific  Corp 

271  Revlon 

272  Fairchild  Camera 


22.0  48.5  3.3 

21.7  77.0  3.7 

21.5  40.6  3.8 

21.3  16.5  0.6 


273 
274 
274 
276 


Continental  Corp 
Grand  Union 
Standard  Brands 
Standard  Oil  Ohio 


21.2 
21.2 
21.2 
21.1 


267.6 
14.7 
46.8 

296.7 


281 
282 
283 
284 


J  Ray  McDermott 
Cummins  Engine 
Southern  Railway 
Scott  Paper 


21.0 
20.9 
20.8 
20.6 


289 
290 
290 
292 


Springs  Mills 
Cannon  Mills 
Vornado 
Pizza  Hut 


20.1 
20.0 
20.0 
20.0 


21.4 
15.0 
20.2 
6.9 


4.6 
0.6 
3.2 
6.5 


277  Crane  21.0  36.2  2.3 

277  Dun  &  Bradstreet  Cos  21.0  19.9  2.3 

277  GC  Murphy  21.0  12.3  0.5 

280  GDSearle  21.0  48.3  2.9 


53.2  7.3 
34.6  2.8 

110.7  4.3 

70.3  3.6 


285  Hart  Schaffft  Marx  20.5  15.5  0.7 

286  GAF  20.5  37.3  1.0 

287  Sherwin-Williams  20.5  28.6  0.9 

288  American  Eiec  Power  20.4  337.2  11.8 


0.8 
0.8 
0.0 
0.8 


Employees 


Rank 


Per  Employee 
Employees  Assets  Profits 
Company     (000)  ($000)  ($000) 


293  Norton 

294  Kellogg 

295  Merrill  Lynch  &  Co 

296  Addressograph  Multi 


19.9  24.3  1.4 

19.7  38.9  6.6 

19.7  335.9  5.4 

19.7  21.7  0.3 


297  Hilton  Hotels 

298  Reliance  Electric 

299  Libbey-Owens-Ford 

300  US  Gypsum 


19.5  21.0  1.6 

19.5  23.3  2.2 

19.4  32.3  3.0 

19.2  40.6  1.9 


301  Diamond  Intl 

301  Kaiser  Industries 

303  Budd 

304  Consol  Freightways 


19.0  31.3  2.6 

19.0  75.4  3.0 

18.7  32.3  1.5 

18.7  22.6  2.0 


305  Security  Pacific 

306  VF  Corp 

307  Mfrs  Hanover  Corp 

308  Upjohn 


18.6  881.8  4.1 

18.6  13.4  1.2 

18.4  1,711.0  7.8 

18.3  52.4  4.2 


309 
310 
311 
311 


Pitney-Bowes 
Gamble-Skogmo 
Black  &  Decker 
Kellwood 


18.2  24.3  1.1 

18.1  42.3  1.0 

18.0  36.3  2.4 

18.0  14.2  0.4 


311  Owens-Corning  Fbrgls 

314  Koppers 

315  Anchor  Hocking 

316  A-T-0 


18.0  46.5  4.0 

17.9  42.6  3.7 

17.8  21.9  1.5 

17.8  17.5  0.7 


317  Albertson's 

318  Arlen  Realty  &  Dvpt 

319  Times  Mirror 

320  Cities  Service 


17.8      13.7  1.0 

17.7  101.0  def 

17.7      41.2  3.9 

17.6  205.4  12.3 


320  Macmillan  17.6  28.3  1.0 

322  United  States  Shoe  17.6  15.7  1.5 

323  Pittston  17.6  54.0  8.3 

324  Campbell  Taggart  17.5  15.9  1.2 


325 
326 
327 
328 


Square  D 
National  Svc  Inds 
Dan  River 
Pet 


17.5 
17.4 
17.4 
17.3 


20.1 
14.2 
17.2 
27.5 


329 
329 
331 
332 


First  Natl  Stores 
Roadway  Express 
Zale 

Carborundum 


17.2 
17.2 
17.2 
17.2 


6.8 
18.6 
27.4 
30.9 


341 
342 
343 
344 


Scovill  Mfg 
Fluor 

Kennecott  Copper 
Allegheny  Ludlum 


16.3 
16.3 
16.2 
16.2 


21.3 
44.3 
142.4 
41.0 


2.5 
1.4 
0.5 
1.4 


def 
2.5 
1.9 
1.9 


333  Mohasco  16.9  21.2  0.8 

334  Foremost-McKesson  16.9  50.7  2.0 

335  LearSiegler  16.8  23.2  1.5 

336  Becton,  Dickinson  16.8  29.0  2.4 

337  Foster  Wheeler  16.7  28.5  1.2 

338  Schering-Plough  16.7  56.8  9.4 

339  Mercantile  Stores  16.5  23.3  1.8 
339  Sperry  ft  Hutchinson  16.5  36.8  1.5 


1.4 

4.0 
0.5 
0.4 
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Keys  to  the  world's 
executive  suites. 


With  competition  for  business  on  a  global 
Hlcale,  the  decision-makers  you  w  ant  to  reach 
Hire  as  likely  to  be  in  Singapore  as  in  Seattle. 
And  the  keys  for  reaching  them  around 
lihe  country  and  the  globe  are  on  a  Western 
Jnion  Telex  or  TWX®  teletypewriter. 

J  Multiple  message  machine. 

In  the  past,  Telex  and  TWX  were  simply 
i$|  reliable,  low -cost  ways  of  communicating  in 
llljvriting  from  one  location  to  another. 

But  today,  Telex/TWX®  lets  you  launch 
li  Identical  messages  by  the  hundreds  or  thou- 
I  [lands  about  plans,  products,  prices  and  events. 

One  thing  that  hasn't  changed  much  is 
I,  lihe  price.  It's  still  low.  And  big  savings  are 
Ifcossible  on  certain  types  of  simultaneous 
transmissions  to  multiple  terminals. 

•»  Electronic  Mail. 

Today's  Telex/TWX  directory  reads  like  a 
■Jlwho's  who"  of  business.  The  Telex/TWX 
■ietwork  links  you  to  154,000  terminals  in 
■North  America  and  720,000  worldwide— 
l|lus  any  home  or  office  in  the  U.S.  through 
^IVestern  Union's  public  message  networks. 

As  part  of  our  Electronic  Mail™  communi- 
jlation  services,  Telex/TWX  lets  you  send 
IMailgram®  messages  for  overnight  delivery. 

You  can  also  send  domestic  Telegrams 
■land  International  Telegrams  from  your 
Blerminal  at  substantial  savings. 


With  Telex/TWX  equipment,  you  can  communicate 
quickly  and  economically  around  the  world. 


Many  new  services. 

Your  salesmen  can  telephone  reports  to 
Western  Union  from  anywhere,  anytime  and 
have  them  delivered  to  you  in  writing  via 
Telex  or  TWX. 

We  can  pre-store  your  frequently  used 
addresses  and  save  hours  of  typing  when  you 
send  multiple  messages.  You  can  also  inter- 
connect your  computer  to  Telex  and  TWX. 
You  can  even  get  news  bulletins  and  special 
reports  on  your  teletypewriter. 

For  our  new  Telex/TWX  brochure,  write: 
Boyd  Humphrey.  Western  Union  Corporation, 
One  Lake  Street,  Upper  Saddle  River, 
New  Jersey  07458.  ■  ■  H  ■  ■ 

( )r  Telex:  12  152.  "  "  "  ,~" 

western  union 


Western  Union. 
The  fastest  way  to  get  the  word  around, 


I  WESTERN  UNION  CORPORATION  ' 


Rank 


Per  Employee 
Employees  Assets  Profits 
Company     (000)  ($000)  ($000) 


345 
346 
347 
347 


Walt  Disney 
Sybron 
Dillon  Companies 
National  Kinney 


16.1 
16.1 
16.0 
16.0 


54.3 
26.8 
12.2 
NA 


353  Chemical  New  York 

354  Purolator 

355  Akzona 

356  Stanley  Works 


361  Wheeling-Pitts  Steel 

362  Commonwlth  Edison 

363  M  Lowenstein  &  Sons 

364  Leaseway  Transportn 


364 
366 
367 
368 


373 
374 
375 
376 


377 
378 
379 
380 


381 
382 
383 
384 


393 
394 
395 
396 


Tandy 
Rexnord 
Marshall  Field 
Humana 


Cutler-Hammer 
Airco 
Polaroid 
Sundstrand 


14.5 
14.5 
14.5 
14.5 


Duke  Power 
Anderson-Clayton 
Amax 
Cone  Mills 


14.4 
14.4 
14.4 
14.3 


SmithKline  Corp 
Rohm  &  Haas 
Continental  Tel 
American  Intl  Group 


14.2 
14.1 
14.0 
14.0 


Hanes 
Outboard  Marine 
Simmons 
Wickes 


13.8 
13.7 

13.7 
13.5 


13.7 
31.6 
19.2 
38.1 


4.6 
1.7 
1.4 
def 


349  Ethyl  16.0  57.6  4.3 

350  Chesebrough-Pond's  16.0  32.2  3.4 

351  Crown  Cork  &  Seal  15.8  34.7  2.9 

352  Union  Oil  California  15.7  269.2  17.1 


15.5  1,717.0  6.0 

15.4  11.1  0.8 

15.4  43.8  0.4 

15.4  26.1  1.8 


357  Edison  Bros  Stores  15.3  14.3  1.9 

357  General  Cable  15.3  32.7  1.1 

359  Westvaco  15.3  50.5  3.7 

360  Cessna  Aircraft  15.3  22.3  1.9 


15.2  47.9  0.2 

15.2  388.8  15.9 

15.2  22.1  0.5 

15.0  33.7  1.8 


15.0  26.9  4.3 

14.9  28.6  2.4 

14.9  25.5  1.2 

14.8  23.0  0.6 


369  Union  Camp  14.8  70.0  8.0 

370  Phelps  Dodge  14.7  120.7  2.9 

371  Richardson-Merrell  14.6  42.1  3.3 

372  General  Signal  14.6  28.2  2.1 


19.0  1.3 
52.9  3.7 
65.5  5.5 

35.1  2.3 


281.8  12.1 

30.2  2.4 

194.4  10.4 

20.4  2.3 


47.0  5.1 

77.0  def 

148.6  4.7 

162.5  7.0 


384  Fuqua  Industries  14.0  23.0  1.0 

384  MCA  14.0  92.9  6.4 

384  Servomation  14.0  11.9  0.8 

388  American  Medicorp  13.9  30.2  1.1 


389  AMP  13.9  34.2  3.7 

390  Pennwalt  13.9  41.3  2.5 

391  Knight-Ridder  News  13.8  37.4  3.8 

392  Dravo  13.8  26.1  1.1 


1.3 
2.0 
0.8 
1.3 


Emplcl 


Rank 


Per  Employee 
Employees  Assets  Profits 
Company     (000)  ($000)  ($000) 


397 

Gannett 

13.5 

27.9 

3.6 

449 

Cooper  Industries 

12.3 

36  1 

398 

Western  Union 

13.5 

•  111.7 

2.5 

450 

Getty  Oil 

12.2 

297.1 

399 

St  Joe  Minerals 

13.5 

48.8 

5.1 

451 

1)  R  Qftftnullpv  A  <vrm« 
n  n  i/ wiiii vi icy  n       i a 

12  1 
it.  l 

77  1 
l 

400 

Alco  Standard 

13.4 

32.4 

2.5 

452 

Giant  Food 

12.1 

15. 

401 

 «  

■  Air  Prods  &  Chems 

13.4 

67.3 

4.7 

453 

Hobart 

12.1 

25 

401 

AO  Smith 

13.4 

26.1 

1.3 

454 

City  Stores 

12.0 

18. 

403 

Oscar  Mayer 

13.4 

26.1 

2.5 

454 

Fischhach  &  Moore 

12.0 

21. 1 

404 

Lincoln  Natl  Corp 

13.4 

399.0 

7.0 

454 

Mattel 

12.0 

16. 

405 

National  Distillers 

13.3 

90.3 

6.8 

454 

Newmont  Mining 

12.0 

98 

406 

Pub  Svc  FJec  &  Gas 

13.3 

357.1 

15.3 

454 

Phillips-Van  Heusen 

12.0 

14. 

407 

Jack  Eckerd 

13.3 

18.9 

2.4 

454 

Rose's  Stores 

12.0 

8.1 

408 

National  Can 

13.3 

36.3 

1.6 

454 

SCOA  Industries 

12.0 

13.1 

408 

UV  Industries 

13.3 

36.7 

2.6 

461 

Baker  International 

11.9 

41.! 

410 

Harsco 

13.3 

28.6 

2.8 

462 

White  Motor 

11.9 

60. 

411 

Anheuser-Busch 

13.3 

95.3 

4.2 

462 

Rollins  Inc 

11.8 

13.S 

412 

Bemls 

13.3 

23.6 

1.2 

464 

Oxford  Industries 

11.7 

12.1 

413 

Champion  Spark  Plug 

13.2 

32.9 

3.4 

465 

ENSERCH 

11.7 

115.3 

414 

Equifax 

13.2 

6.0 

0.8 

466 

Chicago  Bridge  &  Iron 

11.7 

49.4 

415 

American  Greetings 

13.1 

15.3 

1.0 

467 

Colonial  Stores 

11.6 

15.2 

416 

ASARCO 

13.1 

117.8 

3.2 

468 

Dillingham 

11.6 

53.7 

416 

Harris  Corp 

13.1 

33.7 

2.0 

469 

Amer  Medical  Intl 

11.6 

26.8 

418 

So  Calif  Edison 

13.0 

380.6 

17.1 

470 

Bausch  &  Lomb 

11.5 

23.2 

419 

Stauffer  Chemical 

13.0 

97.6 

3.7 

470 

Fteldcrest  Mills 

11.5 

18.3 

420 

Connecticut  General 

13.0 

817.3 

13.3 

472 

McGraw-Hill 

11.5 

41.9 

421 

ACF  Industries 

13.0 

55.9 

2.6 

473 

Gardner-Denver 

11.5 

36.2 

422 

Tektronix 

13.0 

26.5 

2.3 

474 

Interstate  Brands 

11.5 

10.51 

423 

A  C  Nielsen 

13.0 

13.4 

1.3 

475 

Kerr-McGee 

11.4 

142.6 

424 

Bell  &  Howell 

12.9 

31.6 

0.3 

476 

Chicago  Milwaukee 

11.3 

70.5 

425 

Marathon  Oil 

12.9 

235.9 

15.2 

476 

Interlake 

11.3 

46.6 

426 

Federal-Mogul 

12.9 

23.2 

1.8 

478 

Ralph  M  Parsons 

11.3 

14.6 

427 

Warn  aimi 

12  9 

16.2 

def 

478 

Texas  Gas  Transmn 

11.3 

90.9 

428 

Sheller-Globe 

12.8 

19.7 

1.6 

480 

Dayco 

11.2 

25.8 

429 

Cincinnati  Milacron 

12.8 

30.2 

0.8 

481 

Northwest  Airlines 

11.2 

102.8 

430 

So  New  England  Tel 

12.8 

99.0 

4.2 

482 

P  R  Mallory 

11.1 

17.6 

431 

Parker-Hannifin 

12.7 

22.4 

1.6 

483 

Kaiser  Steel 

11.1 

78.8 

432 

National  Gypsum 

12.7 

42.5 

2.2 

484 

Braniff  Intl 

11.0 

52.0 

433 

Yellow  Freight  System 

12.6 

21.6 

2.7 

485 

Eastern  Gas  &  Fuel 

11.0 

68.5 

434 

Gt  Northern  Nekoosa 

12.6 

59.8 

4.6 

485 

Morton-Norwich 

11.0 

39.3 

435 

Joy  Manufacturing 

12.5 

38.8 

3.8 

487 

Brockway  Glass 

10.9 

26.6 

436 

Bankers  Trust  NY 

12.5 

1,779.9 

4.5 

488 

Hammermill  Paper 

10.8 

45.4 

437 

Alexander's 

12.5 

13.1 

0.4 

489 

Questor 

10.8 

29.0 

437 

EG&G 

12.5 

8.5 

0.8 

490 

PACCAR 

10.7 

44.2 

437 

Interstate  United 

12.5 

7.2 

0.1 

491 

Columbia  Gas  System 

10.7 

303.2 

437 

Thrifty  Corp 

12.5 

15.2 

0.6 

492 

American  Natl  Finl 

10.7 

203.4 

437 

Time  Inc 

12.5 

69.3 

5.4 

493 

Stanley  Home  Prods 

10.7 

9.2 

437 

Wells  Fargo 

12.5 

1,037.5 

5.1 

494 

Varian  Associates 

10.7 

26.9 

A  A  0 

Ryder  System 

IOC 

of  A 

9  1 

45)3 

nneeiaDraior-rrye 

in  ft 

2R  c 

444 

Evans  Products 

12.3 

40.2 

2.2 

496 

Trans  Union 

10.6 

133.3 

444 

Jonathan  Logan 

12.3 

21.7 

1.0 

497 

Skaggs  Companies 

10.6 

17.5 

444 

Lone  Star  Industries 

12.3 

48.8 

2.2 

498 

Johnson  Controls 

10.6 

22.4 

444 

Universal  Leaf 

12.3 

14.1 

1.5 

499 

Crocker  Natl  Corp 

10.6 

1,010.5 

444 

Whittaker 

12.3 

38.0 

1.1 

500 

E-Systems 

10.5 

11.6 

Rank 


Per  Ei 

Employees  Asset 
Company     (000)  ($000 


NA  Not  available. 
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Why  does  a  capitalist 
wear  red  suspenders? 


Why  did  ROLLING  STONE  run  a  red-hot  promotion 
in  FORBES  Magazine  and  do  four  times  better 
than  they  expected? 

What's  attracting  PLAYBOY  as  a  FORBES  advertiser? 
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Why  aren't  you  reading  the  answers  below? 


Recently  ROLLING  STONE,  describing  itself 
as  "...a  red-hot,  phenomenally  successful... 
18-34-year-old  magazine!'  decided  to  run  a 
promotional  ad  in  FORBES  only. 

We'll  let  Don  Welsh,  the  ROLLING 
STONF/s  Advertising  Director,  pick  up  the 
story  from  here,  by  quoting  from  his  some- 
what astonished  letter  : 

"The  ad  was  a  contest  in  which  FORBES 
readers  were  to  fill  in  a  series  of  multiple- 
choice  questions  about  ROLLING  STONE  and 
return  the  ad  with  their  name  and  address 
on  their  company  letterhead.  At  the  bottom 
of  the  ad  we  included  a  statement  'first  1,000 
contest  entries  receive  a  pair  of  red  hot 
suspenders.' 

"To date  we  have  gotten  more  than  4,000 
inquiries,  and  they  are  still  coming  in.  After 
the  first  1,000  were  fulfilled,  which  happened 
after  the  first  week  of  the  offer,  the  letters 
continued  to  pour  in  at  this  phenomenal  rate 
...the  respondents'  titles  were  of  top-quality 
from  all  fields  of  business. 

"You  have  certainly  made  me  a  believer 
of  the  'Capitalist  Tool!" 

And  the  story  isn't  over,  because  the 
above-quoted  letter  came  less  than  six  weeks 
after  the  ad  appeared. 

The  average  FORBES  reader,  of  course, 
is  not  in  the  18-34-year-old  group,  but  the 
other  demographics  ROLLING  STONE  claims 
for  itself  fit  our  reader  very  well,  indeed. 
"Bright . . .  acquisitive,  adventurous . . .  more 


money... more  savvy..!'  By  way  of  some  more 
specific  information,  the  average  household 
income  of  the  FORBES  subscriber  is  $52,700. 
Average  personal  income  is  $45,900  per  year 
and  net  worth  averages  over  $550,000.  In 
fact,  one  out  of  every  thirteen  FORBES  sub- 
scribers is  a  millionaire. 

All  of  which  has  not  escaped  the  atten- 
tion of  PLAYBOY  Magazine, —now  running 
spreads  in  FORBES,  even  as  you  read  these 
words. 

Publications  such  as  these  are  simply 
verifying,  with  their  own  advertising  dollars, 
what  leading  consumer  advertisers  in 
FORBES  already  know.  FORBES  means  re- 
sponsiveness. FORBES  means  a  carefree  life- 
style that  calls  not  only  for  a  youthful  outlook 
and  an  uninhibited  way  with  discretionary 
dollars— but  the  affluence  to  match. 

Why  does  a  capitalist  reader  of  FORBES 
wear  red  suspenders?  Because  he  damn  well 
feels  like  wearing  them. 

And  why  does  he  advertise  his  product 
or  service  in  FORBES? 

Why,  to  keep  his  plans  up,  of  course. 

FORBES:  CAPITALIST  TOOL 


Georgia  Ffeicific 

The  Growth  Company 


Can  Georgia-Pacific  continue 
the  kind  of  growth  that  made  it 
a  $3  billion  corporation? 

A  $2  billion  investment 

in  the  next  five  years  says  we  can. 


Fifty  years  ago  Georgia-Pacific 
was  little  more  than  an  idea 
Thanks  to  sound  management 
and  careful  financing,  that  idea 
has  become  one  of  America's 
greatest  corporate  growth  stories 
From  1952-1972,  for  example, 
we  doubled  sales  and  earnings 
every  five  years.  Then  we  doubled 
earnings  in  only  four  years, 
reaching  $215.3  million  last  year 

The  next  five  years 

We  plan  to  maintain  this  growth 
rate.  In  fact,  we're  off  to  a  flying 
start.  Our  first  quarter  earnings  - 
just  announced  -  were  the  high- 
est of  any  quarter  in  our  history 
despite  the  worst  winter 
in  100  years 

Our  current  five-year  growth 
plan  calls  for  a  $2  billion  capital 
investment  expenditure  in  build 
mg  products,  pulp  and  paper, 
and  chemicals,  and  continued 
resource  acquisition  in  timber 
gas  and  oil.  $550  million  is 
already  committed 

A  sizable  portion  of  our 
$2  billion  expenditure  will  build 
plants  to  produce  our  own 


Sales 

(in  millions  of  dollars) 


Net  Income 
from  Operations 

(in  millions  of  dollars) 
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Sales  by  End-Use 


feedstocks  and  manufacturing 
materials  intended  to  improve 
earnings  as  a  percent  of  sales 
Together  with  these  efforts  to 
reduce  costs  through  integration, 
we're  also  expanding  existing 
plants  and  facilities  and  building 
new  ones  to  increase  production 
capacity.  Some  growth  factors - 
three  new  plywood  plants  added 
in  late  1975,  for  example -are 
already  in  evidence  Other  ply- 
wood plants  went  on  stream  early 
this  year,  and  still  others  are  on 
the  drawing  board.  We'll  begin 
production  of  roofing  materials, 
and  hardboard  siding.  And  we'll 
increase  production  of  bleached 
softwood  pulp,  household  tissue, 
and  chemicals  such  as  ammonia 
and  cumene 


At  the  same  time,  we'll  expand 
our  distribution  network,  already 
a  powerful  asset  with  its  150  cen 
ters  throughout  North  America 

The  key  to  G-P  s  plan 

A  key  to  Georgia-Pacific's 
growth  plan  is  maintenance  of  our 
strong  financial  position 

Our  debt-to-equity  ratio  - 1 .09 
to  1  in  1972 -is  now  .33  to  1  and 
by  the  end  of  1981  should  be 
20  to  1  We  began  1977  with 
approximately  $440  million  of 
long-term  debt  and  $1.35  billion 
of  equity  capital.  After  we 
accomplish  our  capital  expenditure 
program,  provide  working  capital 
and  service  our  equity  capital 
with  the  payment  of  cash 
dividends,  our  long-term  debt  will 
be  approximately  $425  million 

Georgia-Pacific's  excellent 
cash  generation  makes  such 
a  projection  attainable.  This  healthy 
financial  position  now  provides 
G-P  with  a  new  flexibility  to 
aggressively  pursue  new 
opportunities  as  they  arise  while 
maintaining  our  corporate 
philosophy  of  balanced, 
responsible  growth 


For  a  copy  of  Georgia-Pacific  s 
1976  annual  report,  write: 
Director  of  Financial  Information 
Georgia-Pacific  Corp.,  (6F), 
900  S.W.  Fifth  Avenue, 
Portland,  Oregon  97204 
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Money  And  Investments 


The  Economy 


A  Boom  In  Housing?  Or  A  Coming  Bust? 


Feahs  that  the  economy  is  heating  up  and  inflationary 
pressures  mounting  are  simply  without  foundation.  Such 
fears  are  based  on  a  misreading  of  the  numbers  similar  to 
the  misreading  by  some  pundits  of  last  year's  retail  sales 
gains.  Retail  sales  showed  a  10.4%  rise  in  the  year  ended 
Mar.  31— pretty  impressive.  But  analyze  the  figures  and 
what  do  you  find?  That  autos  alone  were  up  21%  and  ac- 
counted for  most  of  the  increase.  The  10.4%  figure  gave  the 
impression  that  consumers  were  spending  like  there  was  no 
tomorrow;  in  fact,  all  that  happened  was  that  a  few  mil- 
lion extra  people  bought  a  new  car.  The  other  72  mil- 
lion consumers  more  or  less  sat  on  their  pocketbooks.  So 
people  who  interpreted  the  retail  figures  as  a  sign  that  the 
economy  was  running  away  ended  up  looking  pretty  silly. 

Those  who  think  that  the  present  bulge  in  housing  starts 
presages  a  runaway  boom  will  end  up  looking  just  as  silly. 
Yes,  housing  starts,  seasonally  adjusted,  have  picked  up  in 
recent  months.  But  let's  look  more  closely  at  the  figures.  We 
see  that  the  actual  numbers  on  midwinter  housing  starts  are 
quite  low,  but  are  seasonally  adjusted  upward  by  a  multi- 
ple to  iron  out  the  normal  cold-weather  slump.  Thus  a 
small  increase  in  the  number  of  new  houses  creates  a 
relatively  large  percentage  gain,  which  makes  the  front 
pages  in  newspapers  across  the  country. 

In  January  1977,  for  example,  80,700  units  were  started; 
the  seasonally  adjusted  annual  rate  was  1,375,000.  Yet  in 
June  1976,  when  155,100  units  were  started,  the  seasonally 
adjusted  annual  rate  was  1,494,000— a  difference  after  ad- 


justment of  less  than  10%.  From  now  on,  be  careful  of 
seasonally  adjusted  housing  data  for  the  winter:  The  small 
numbers  involved  can  distort  the  results. 

Be  careful  of  the  housing  figures  for  another  reason. 
A  mania  has  started  in  California  that  could  turn  into  the 
next  set  of  bad  loans  for  banks  and  savings  &  loans.  By 
one  estimate,  about  10%  of  all  single-family  homes  sold  in 
California  last  year  were  sold  to  speculators  who  buy  them 
with  the  intention  of  holding  the  building  for  subsequent 
resale  on  the  premise  that  prices  are  rising  20%  to  25% 
a  year.  That  means  that  as  many  as  14,000  of  the  140,000 
single-family  homes  built  in  the  West  Coast  state  are 
either  standing  idle  or  rented  to  tenants  whose  payments 
may  not  cover  the  mortgage.  Another  20,000  homes  may 
be  added  to  the  speculative  stockpile  this  year,  according 
to  some  estimates. 

Housing  speculation  is  also  reportedly  spreading  to 
Chicago,  Seattle  and  the  suburbs  of  Washington.  But  its 
net  effect  will  only  be  to  increase  the  inventory  of  un- 
sold homes— in  investment  terms,  of  homes  in  weak  hands. 

Once  these  weak  speculators  try  to  unload,  prices  will 
start  dropping,  the  buyers'  equity  can  be  wiped  out  and  the 
banks  and  savings  &  loans  could  end  up  with  distressed 
merchandise,  sorry  that  they  were  so  greedy  as  to  have 
made  loans  to  nonoccupying  buyers. 

A  powerful  boom  in  housing?  It  doesn't  really  exist. 
The  economy  is  going  along  well,  but  shows  no  signs  of 
getting  ahead  of  itself.  ■ 


70  — 


THE  FORBES  INDEX 


1965 


1966 


1967 


1968 


1969 


^  APR  

127.2 

MAY 

.127.8 

JUNE 

128.7 

JULY 

129.0 

AUG, 

129.7 

SEPT  

129.3 

OCT 

129.6 

NOV 

130.6 

DEC. 

133.5 

|AN.  '77  .  . 

.133.3 

FEB.  '?( 

.  .  123.6 

FEB.  

134.8 

MAR. 

 125.7 

MAR,  (Pre! 

;  137.1 

1970 

1971 

1972 

1973 

-145 

—  140 

—  135 

—  130 

—  125 

—  120 

—  115 

—  110 

—  105 

—  100 

—  95 


1974 


1975 


1976 


1977 


Composed  of  the  following: 

'  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

'  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

'  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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The  Story  Walter  Cronkite 
Probably  Won't  Report 


By  Ben  Weberman 


" . . .  Investors  who  ignored  the  scare  headlines  made  good 
money  in  New  York  State  bonds  last  year . . ." 


hen  things  go  wr 
York— the  center  of  journal 
television— the  world  soon 
about  it.  But  how  many  evening  ne 
shows  would  a  fiscal  crisis  in  Kala- 
mazoo rate?  Or  a  wave  of  muggings 
in  Kansas  City? 

Investors  beware!  Don't  let  your 
perceptions  be  fogged  by  the  report- 
ing habits  of  the  general  media.  In- 
vestors who  ignored  the  scare  head- 
lines made  good  money  in  New  York 
State  bonds  last  year.  In  1975,  when 
everybody  was  conscious  of  what 
New  York  City's  fiscal  crisis  was  doing 
to  New  York  State,  the  state's  bonds 
fell  to  where  they  yielded  as  high  as 
9%— tax  free;  today  a  ten-year  New 
York  State  bond  yields  only  6.1%. 

It  works  both  ways.  The  State  of 
Delaware  is  in  horrible  financial  shape. 
According  to  Standard  &  Poor's,  the 
state  has  an  "apparent  inability  to  con- 
trol expenditures."  S&P  has  lowered 
its  rating  of  Delaware  bonds.  So  has 
Moody's.  Even  the  governor,  Pierre  S. 
du  Pont,  says:  "Delaware  is  bankrupt, 
with  insufficient  funds  to  pay  its  bills 
through  the  end  of  the  year.  It  lives 
day  to  day  on  borrowed  money, 
which  is  rapidly  dwindling." 

No  Sense 

But  how  many  out-of-town  report- 
ers are  covering  Delaware's  fiscal  cri- 
sis? Has  Barbara  Walters  or  Waiter 
Cronkite  dwelt  upon  it?  They  have 
not  and,  as  a  result,  Delaware  bonds 
haven't  been  massacred  the  way  New 
York  bonds  were.  A  seven-year  Del- 
aware State  bond  yields  5.15%,  a 
long-term  one  5.75%.  It  doesn't  make 

Mr.  Weberman  is  economics  editor  of 
Forbes  magazine. 


sense  that  Delaware  paper  should 
carry  lower  yields  than  New  York 
State  paper,  but  that's  the  way  it  is. 

Unfortunately,  it  is  too  late  to  buy 
New  York  State  bonds  at  bargain 
prices.  New  York  has  already  faced 
up  to  what  Delaware  is  yet  to  do. 

a  group  of  investment 
sgGedale  Horowitz 
ibond  attorneys 
visited  the  gov- 
ernor, ore  Sflqnnqpna  minority  lead- 
ers of  both  houses  of  the  legislature 
and  the  comptroller.  They  drove  home 
the  message  that  the  only  way  the 
Empire  State  would  be  able  to  fulfill 
its  $4.7  billion  borrowing  plan  for  this 
year  would  be  to  have  a  balanced— 
and  credible— fiscal  budget. 

The  state  officials  were  impressed. 
They  did  the  right  thing.  As  a  conse- 
quence, the  state  was  able  to  raise 
$3.6  billion  through  sale  of  short-term 
notes  in  April.  Most  impressive  was 
the  inclusion  of  Bank  of  America  as 
one  of  the  five  managers  of  the  under- 
writing. Chicago's  Continental  Bank 
was  also  in  the  selling  group.  Two 
years  ago,  these  banks  made  no  bones 
about  the  low  esteem  in  which  they 
held  New  York  State  debt.  Now  they 
are  willing  to  put  their  own  reputa- 
tions on  the  line. 

Furthermore,  all  of  the  $3.6  billion 
was  placed  with  willing  investors.  The 
governor  did  not  have  to  arm-twist 
any  bank  chief  executives,  nor  did  Ar- 
thur F.  Burns  have  to  tell  the  Reserve 
City  Bankers  Association  members— 
as  he  did  in  1976— that  they  must  sup- 
port New  York  State. 

The  state's  Municipal  Assistance 
Corp.  has  also  weathered  some  legal 
challenges,  and  its  securities  have  ral- 
lied with  vigor.  One  issue,  for  exam- 
ple, the  9&>  of  1990,  is  at  106.  It 
had  traded  as  low  as  71.  The  9Ms  cur- 
rently carry  a  yield  of  8.5%,  which  is 
pretty  good.  But  not  as  attractive  as 
when  it  was  selling  in  the  70s  to 
yield  14%  or  more. 


If  I  have  not  mentioned  New  Yorl 
City  debt,  the  omission  is  deliberate 
The  city  still  has  financial  problems 
although  they  are  not  of  the  magni 
tude  of  several  years  ago.  Solid  prog; 
ress  has  been  made.  Solution,  how 
ever,  may  have  to  wait  until  1979 
That  will  be  the  year  when  politicians 
can  make  tough  decisions.  This  year  ; 
mayor  must  be  elected.  In  1978,  it  ia 
the  governor's  turn.  As  Confucius  said 
running  politicians  don't  bite  bullets 

Look  For  Tunarounds 

Two  New  York  localities  worthy  ol 
consideration  because  they  are  im< 
proving  credits  are  Niagara  Falls  anc 
Erie  County,  according  to  Bernard  R 
Bober,  chairman  of  Ehrlich-Bober  i 
Co.  Inc.,  the  large  municipal  bone 
house.  Niagara  Falls  was  in  deep  trou 
ble.  It  had  an  accumulated  deficit  ol 
almost  $6  million— big  for  that  city 
That  was  in  1975.  But  the  city 
brought  in  an  outside  CPA  firm  ta 
give  its  budget  believability,  increasec 
taxes,  cut  some  services  (and  evert 
eliminated  some  patronage  jobs).  The 
deficit  is  now  below  $5  million,  anc 
further  reduction  is  in  prospect  foil 
this  year.  Despite  the  gains,  Niagara) 
pays  a  penalty  of  one-half  of  1%  to( 
1%  on  its  debt.  Worth  looking  into. 

New  York  State's  Erie  County  had 
a  $23-million  deficit  last  year,  mostly 
because  of  larger  than  anticipated  so 
cial  welfare  costs  and  shortfalls  ini 
some  types  of  revenues.  First  thing  the] 
underwriters  did  was  insist  on  an  au 
dited  financial  statement  and  financial 
controls.  A  32%  tax  increase  and  al 
reduction  in  the  workforce  helped 
turn  around  the  fiscal  situation.  The] 
county's  general  obligations  still  sell 
with  yields  of  6.2%  or  so  for  long  ma 
turities  and  are  attractive  in  view  oi 
the  current  improvement  in  quality. 

Fiscal  crises  rate  the  6  o'clock  news 
shows.  Slow  fiscal  turnarounds  don't 
—but  they  are  what  investors  ought 
to  be  looking  for.  ■ 
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How  to  shop  for  bonds 

Here  are  11  reasons  why  you  should  send  for  this 
Free  38-page"Bond  Book"  from  Merrill  Lynch.  Mail  coupon  below. 


1 Answers  questions. 
Covers  a  great  many  ques- 
tions you  may  have  —  or  that 
might  arise  —  about  bonds. 
All  kinds  of  bonds  — U.S. 
Governments,  municipals, 
corporates. 

2 Describes  various  types 
of  bonds  available.  Easy- 
to-read  guide  to  major  types 
of  bonds  available.  Tells  how 
they  came  into  being. 

3 Talks  about  ratings.  See 
pp.  8-9.  Tells  how  and  by 
whom  bonds  are  rated  for 
quality. 

4 Describes  returns  avail- 
able. Shows  how  bonds 
have  paid  some  of  highest 
returns  available  over  the 
years.  Since  1970  these  have 
ranged  from  7%  to  109c  on 
high-quality  corporates. 
See  pp.  17-19. 

5 Explores  government 
securities.  See  pp.  11-13. 
Goes  below  surface  to  identify 
types  of  opportunities.  Tells 
where  higher  returns  are  to 
be  found. 


6 Covers  corporates.  See 
pp.  17-21.  Describes 
Debentures.  Convertibles. 
Bonds  with  warrants. 
"Ginnie  Mae"  Pass-Throughs. 

7 Gives  facts  on  tax-free 
income.  On  municipal 
bonds.  See  pp.  14-17.  Did  you 
know  a  tax-free  yield  of,  say, 
69c  is  equal  to  a  taxable  yield 
of  12%  -  if  you're  in  the  507. 
tax  bracket? 


8 Explores  capital  gains 
possibilities.  See  pp.  32- 
33.  Reveals  surprising  ways 
you  can  invest  in  bonds  for 
capital  appreciation  —  as  well 
as  income. 

9 Explains  price  fluctua- 
tions. See  pp.  7-8.  Shows 
how  and  why  bonds  fluctuate 
in  price. 

1  f\  C°ntams  charts,  case 
AAJ  histories.  Illustrated 
throughout.  With  19  helpful 
charts  and  diagrams.  8  simu- 
lated (but  typical)  case  his- 
tories. 3-page  glossary  of 
key  terms. 

U Shows  how  to  use  lever- 
age. See  pp.  32-33.  How 
to  get  over  three,  even  four, 
times  the  cash  equivalent 
value  of  bonds.  Discusses 
profit  potential  of  doing  so  — 
and  risks. 


Besides  being  a  good  introduc- 
tion to  the  bond  world,  The 
Bond  Book  is  an  excellent 
reference  —  whenever  you  want 
to  "look  something  up." 


— — — —Mail  Today —  For  Free  Copy— — — — — -| 

Write  to:  Merrill  Lynch  Service  Center,  P.O.  Box  700,  Nevada,  Iowa  50201 

Yes,  I  am  interested  in  being  able  to  shop  for  higher  returns  and  possible  capital  appreciation  in  the  bond  market 
-without  high  risk.  Please  send  me  your  FREE  38-page  "Bond  Book."  NFO  0515  BON 
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Address  Business  Phone  Home  Phone 

Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account  Executive: 


Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 

©Copyright  1977  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc.  Member,  Securities  Investor  Protection  Corporation  (SIPC) 


Money  And  Investments 


Market  Comment 


Carter's  Bullish 
Energy  Program 

By  Lucien  O.  Hooper 

". . .  The  initial  reaction  was  that  the  auto  industry 
would  be  hurt,  but  more  people  are  beginning  to  think 
the  energy  program  may  be  bullish  over  the  long  term  . . .' 


/mgain  and  again  we  are  told  that 
the  stock  market  "declined  today"  be- 
cause of  fresh  fear  of  inflation.  This 
in  spite  of  the  fact  that  there  is  less 
inflation  in  the  stock  market  than  in 
almost  any  segment  of  the  economy, 
in  spite  of  the  fact  that  stocks  are 
selling  lower  in  relation  to  earnings 
than  at  any  time  in  about  25  years. 

Earnings  on  the  Dow  Jones  indus- 
trials this  year  currendy  are  estimated 
at  around  $110  a  share.  With  the 
Dow  at  920,  this  would  be  about  8.3 
times  earnings.  Some  individual  stocks 
are  down  very  sharply.  On  the  basis 
of  current  earnings  estimates,  Dow 
Chemical  (36)  is  selling  for  about 
10.6  times  earnings  as  against  27 
times  in  1972;  International  Flavors 
&  Fragrances  (19)  at  18  times  as 
against  72  times  in  1972.  Assuming 
earnings  of  $17.50  this  year,  IBM,  at 
258,  is  selling  at  about  14.7  times 
versus  56  times  in  1967.  Kresge  (28), 
assuming  earnings  of  almost  $3  this 
year,  is  selling  at  around  10  times 
earnings  compared  with  50  times 
earnings  in  1972.  McDonald's,  at  39, 
is  selling  at  around  14  times  earn- 
ings as  against  82  times  earnings  in 
1972.  Of  course,  the  glamour  stocks 
are  down  more  than  others.  It  is  also 
notable  that  some  of  the  "asset  stocks" 
are  oil  quite  sharply:  U.S.  Steel  (47) 
sold  as  high  as  59%  last  year,  Inter- 
national Paper  (57%)  sold  up  to  792* 
last  year,  and  Weyerhaeuser  (39) 
was  49%  at  one  time  in  1976. 

The  reasons  stocks  sold  off  follow- 
ing announcement  of  President  Car- 
ter's  energy   program    are  twofold: 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  ir  McKinnon  Auchincloss 
Kohhneyer  Inc. 
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1)  While  the  program  seems  to  be 
good  for  the  economy  as  a  whole  in 
the  long  run,  it  hurts  almost  every 
special  interest  group  over  the  short 
term.  2)  There  is  great  uncertainty 
as  to  how  much  of  the  program  will 
be  adopted  and  when  it  will  go  into 
force,  and  the  stock  market  never 
likes  uncertainty. 

Discounting  Declines 

Everyone  who  writes  about  the 
stock  market  is  trying  to  determine 
the  probable  changes  in  market  selec- 
tivity. The  initial  reaction  was  that 
the  auto  industry  would  be  hurt,  but 
as  time  goes  on,  more  people  are  be- 
ginning to  think  it  may  do  very  well 
producing  a  new  fleet  of  lighter  cars 
which  use  less  gasoline.  The  Carter 
program  is  perhaps  no  more  than 
neutral  for  auto  shares  over  the  near 
term,  but  it  may  be  bullish  for  them 
over  the  longer  term.  On  the  basis 
of  last  year's  earnings,  Ford  (54)  has 
lately  been  selling  at  about  5.2  times 
earnings  and  General  Motors  (67)  at 
about  6.6  times  earnings.  Even  if 
earnings  and  dividends  over  the  near 
term  decline  by  50%,  at  current  prices 
these  stocks  have  gone  a  long  way  in 
discounting  the  repercussions  from  an 
attack  on  the  energy  crisis. 

The  machine  tool  industry  should 
benefit  from  an  energy  program  be- 
cause a  retooling  of  the  auto  indus- 
try is  inevitable.  Both  Cross  Co.  stock 
(25)  and  Cincinnati  Milacron  shares 
(40)  should  be  more  interesting. 
Cross  Co.  is  selling  for  slightly  more 
than  indicated  net  working  capital 
per  share  and  produces  automation 
machinery  used  by  the  auto  industry. 
Profits  of  $4  a  share  for  the  year  to 
end  September  do  not  look  impossible. 
Last  year  the  company  earned  $2.83. 
Cincinnati  Milacron  is  the  nation's 
largest  machine  tool  company.  Earn- 
ings in  1977  should  be  substantially 


better  than  the  $2.70  a  share  report- 
ed for  1976. 

There's  no  question  but  that  the 
insulation  industry  will  be  helped. 
Owens-Corning  Fiber glas  (68),  the 
outstanding  company  in  this  group, 
does  not  look  cheap  on  the  basis  of 
earnings  estimates  of  $5.50  to  $5.70 
a  share.  Other  big  producers  of  in- 
sulation are  Johns-Manville  (34)  and 
Union  Carbide  (55). 

The  coal  industry  will  need  a  year 
or  more  to  increase  its  production 
substantially  and  is  disappointed  that 
Carter  has  not  taken  a  tougher  at- 
titude toward  the  environmentalists. 
The  fact  remains  that,  in  spite  of  all 
the  labor  and  environmental  obstacles, 
coal  production  must  be  increased. 
This  may  be  a  good  time  to  buy  some 
coal  stocks,  such  as  Pittston  (30), 
which  have  sold  off  rather  sharply 
due  to  these  disappointments. 

Quality  Stocks 

TRW  Inc.  (37),  with  sales  of  al- 
most $3  billion  last  year,  earned  $4.05 
a  share.  Last  month  the  dividend  rate 
was  increased  to  $1.60  from  $1.40. 
The  stock  of  this  diversified,  high- 
technology  company  sells  at  a  low 
price  /  earnings  ratio  partly  because 
25%  to  30%  of  its  sales  and  profits 
come  from  auto-related  parts.  The 
present  P/E  of  around  9  looks  too 
low  for  a  stock  of  this  quality. 

Here  are  some  other  companies 
with  P/E  ratios  which  look  too  low 
to  me.  In  most  cases  1976  earnings  are 
used,  and  1977  profits  are  expected  to 
be  higher.  Aetna  Life  (31)  about 
8.6  times;  American  Can  (40)  7.7 
times;  Archer-Daniels-Midland  (18) 
nine  times;  Bank  of  New  York  (36) 
seven  times;  Best  Products  (18)  6.5 
times;  Citicorp  (27)  about  eight 
times;  Continental  Oil  (35)  4.7  times; 
Dart  Industries  (34)  8.2  times  and 
Emhart  (35)  6.3  times.  ■ 
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»ual  Report  1976 

!.  F.  Hutton  &  Company  Inc.  is  the  second 
est  publicly  owned  securities  company. 

levenues  in  1976  were  $314,673,000. 

he  firm  has  operated  profitably  in  each 
e  73  years  since  its  founding  in  1904. 

1 1976,  return  on  equity  was  26% 
irn  on  equity  over  the  last  five 
s  averaged  19%. 

he  company  has  $100,989,000 
i]uity  capital. 

utton  has  162  offices  in 
J.S.  and  11  abroad, 
ed  by  over  2,500 
unt  executives 
nearly  500  other 
sessional 
oyees. 


EFHutton 


Growth  In  Book  Value 
Per  Share 

A  financial  institution's  strength  is  its  equity  base. 
:  the  institution  is  efficiently  managed  and  is  prudent 
in  its  dividend  policy,  then  the  build-up  of  equity  to  take 
advantage  of  corporate  opportunities  enhances  a 
stockholder's  investment.  Since  1972  E.  F.  Hutton's  book 
value  increased  from  $10.13  per  share  to  $1 7.60  in  1976 
for  a  gain  of  74%.  This  occurred  during  a  period  when 
the  equity  base  of  all  investment  firms  doing  business 
with  the  public  increased  less  than  2%. 


President's  Letter 


In  1976The  E.  F.  Hutton  Group's  earn- 
ings rose  1 7%  to  a  new  record  of 
$23,529,000,  an  increaseof  $3,388, - 
000  over  the  prior  peak  set  a  year 
earlier.  Earnings  per  share  were  $3.88, 
up  from  $3.39  in  1 975.  Revenues 
hit  a  new  high  as  well,  rising  to 
$314,673,000,  24%  above  1975's 
$253,128,000. 

After-tax  earnings  were  7.5%  of 
revenues  in  1 976  compared  to  8.0% 
in  the  prioryear,  while  the  company's 
rate  of  return  on  average  equity 
capital  was  26%  versus  28%.  Book 
value  per  share  on  December  31  st, 
1 976  was  $1 7.60,  up  from  $1 4.31  at 
the  end  of  1 975.  Dividends  per  share 
rose  to  $0.60  from  $0.44. 

Plainly  the  year  was  a  fine  one. 
Hutton  did  extremely  well  both  in  the 
absolute  and  relative  to  other  com- 
panies in  the  securities  industry.  The 
more  than  6,000  men  and  women 
of  Hutton  did  their  utmost  to  surpass 
even  our  excellent  results  of  the 
recent  past  and  the  firm's  outstand- 
ing 1 976  record  is  a  clear  testimonial 
to  their  success.  Indeed,  overthe 
last  several  years,  we  do  not  believe 
that  any  other  major  securities  firm 
has  had  a  comparable  combination 
of  substantial  growth,  a  very  high 
return  on  capital,  and  an  uncompro- 
misingly solid  capital  position. 

Even  more  than  most  industrial  and 
financial  service  companies  how- 
ever, securities  firms  are  affected  by 
external  economic  conditions.  In 
1976,  these  economic  forces  were 
primarily  favorable  ones  and  pro- 
duced a  climate  conducive  to  the 
attainment  of  record  earnings. 

□  Securities  commissions  on  the  stock 
exchanges  which  still  produce  42% 
of  our  revenues  rose  21  %  to  a  new 
high.  New  York  Stock  Exchange  vol- 
ume averaged  21  million  shares  a 
day,  up  from  18.6  million  in  1975. 


In  particular,  1 976's  first  quarter  saw 
turnover  soar  to  an  average  of  28 
million  shares  a  day  on  the  Big  Board. 
Although  1 977  has  started  off  well, 
the  stock  market  has  not  been  nearly 
as  ebullient  as  it  was  a  year  ago. 

Declining  interest  rates  through  much 
of  the  year  boosted  the  profits  of 
our  fixed  income  business.  The  firm's 
corporate  bond,  municipal  bond,  and 
preferred  stock  activities  contributed 
$4.5  million  more  to  profit  and  over- 
head in  1 976  than  the  year  before. 
Falling  money  market  rates,  exempli- 
fied by  the  Bond  Buyer  index  which 
dipped  from  7.30%  on  December 
31, 1 975  to  5.93%  at  the  end  of  1 976, 
helped  make  this  performance  pos- 
sible, although  a  larger  people  and 
capital  commitment  was  at  least  as 
important. 

[  iGenerally  healthy,  if  not  exuberant, 
stock  prices  sustained  public  and 
institutional  interest  and  kept  under- 
writing activity  at  a  reasonably  robust 
level.  The  Dow  Jones  Industrials 
started  1 976  at  852,  rose  to  999  at 
the  end  of  the  first  quarter,  held  at 
1 003  at  the  end  of  the  second,  and 
990  at  the  conclusion  of  the  third, 
and  closed  the  year  at  1 004.  This  rela- 
tively salubrious  environment  also 
helped  to  spark  a  14%  increase  in 
American  Stock  Exchange  trading, 
a  20%  climb  in  OTC  turnover,  and  a 
78%  gain  in  listed  options  volume. 
Options  have  become  an  especially 
important  part  of  our  revenue  mix, 
topping  the  $23  million  level  last  year. 

□  Industrywide  commodity  contract 
volume  grew  too— by  1 5%— and 
Hutton's  income  from  this  sector 
increased  apace. 

Nonetheless,  even  record  years 
contain  elements  of  adversity,  and 
1 976  was  no  exception. 

□  Negotiated  commission  rates  hurt 
everyone  in  the  institutional  equity 
business.  In  the  retail  sector,  in- 
vestors—recognizing the  value  of 


the  advice,  service  and  counsel  pi 
vided  by  their  Account  Executives 
—are  quite  willing  to  pay  adequatel 
for  assistance  which  helps  them  to 
make  better  investment  decisions. 
However,  the  rate  pressures  from 
institutions  have  been  quite  intense 
To  the  credit  of  our  Institutional  Eqi 
Department,  its  revenues  actually 
rose  a  bit  in  1976,  and  added  signif 
cantly  to  the  firm's  profit,  albeit  a 
lesser  percentage  contribution  thar 
in  prior  years. 

□  Business  costs  rose  throughout  the| 
securities  industry.  Our  firm  con- 
trolled expenses  very  well  under  tr] 
circumstances.  Through  budgets, 
monthly  management  reviews  and| 
interdepartmental  comparisons, 
we  strove  to  seek  a  proper  balanctl 
between  outlays  that  pay  for  them-  [ 
selves  in  terms  of  client  service 
(and  therefore  extra  revenues) 
and  those  that  are  marginal.  No 
internal  measures,  however,  could 
totally  offset  the  inroads  of  inflation. 
To  minimize  the  largest  controllable| 
cost  element— personnel— we  man- 
aged to  reduce  our  adrninistrative- 
to-sales  employee  ratio  to  1 .06  to 
1 ,  probably  the  lowest  of  any  major 
nationwide  securities  firm.  During  th| 
year  we  added  274  production  and 
production-related  men  and  womeni| 
versus  an  increase  of  only  206  in 
all  other  job  categories. 

Hutton,  however,  is  no  longer  com- 
pletely dependent  on  external 
influences  in  determining  ouryear 
to-year  results.  We  have  done  much 
to  free  ourselves  from  the  uncertain 
ties  of  market  psychology  and  to  find 
new  investment  modes.  Several  of 
these  were  particularly  noteworthy 
in  1976. 

□  Our  greatly  expanded  Public  Finance| 
and  Municipal  Bond  Departments 
performed  splendidly.  In  both  the 
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underwriting  and  secondary  market 
arenas,  they  continued  to  grow  well 
and  widely.  We  acted  as  a  principal 
in  tax-exempt  bond  trades  with  a 
value  of  $1.1  billion  and  were  an 
underwriter  of  issues  totaling  $1 .2 
billion. 

Hutton  Tax  Exempt  and  Corporate 
Bond  Funds  totaling  $216  million 
were  sold  to  our  clients  in  1 976,  an 
increase  of  $1 06  million  over  the  year 
before.  These  funds,  offered  in  a 
unit  trust  form  and  distributing  income 
monthly,  have  been  well  received 
by  tens  of  thousands  of  initial  and 
repeat  purchasers. 

In  corporate  investment  banking, 
Hutton  managed  or  co-managed  52 
offerings  totaling  $3.2  billion  in  1976, 
up  $500  million  from  the  year  before. 
Public  offerings,  mergers,  acquisi- 
tions, and  advisory  services  were 
performed  for  a  full  90  companies. 

In  only  the  third  year  of  full-scale 
operations,  the  firm's  international 
activities  grossed  over$17  million 
and  generated  twice  as  large  an 
operating  profit  as  in  the  prior  year. 

Corporate  bond  and  preferred  stock 
sales  and  trading  continued  to  spawn 
increased  profits.  Hutton  dealt  as 
principal  in  over  $3.8  billion  of  these 
senior  securities,  nearly  double  the 
dollar  volume  of  1975. 

The  branch  office  network,  and 
the  Account  Executives  and  managers 
who  make  that  network  the  magnifi- 
cent marketing  force  that  it  is,  was 
enlarged  importantly  again  last  year. 
The  firm  opened  1 7  new  offices, 
bringing  the  year-end  total  to  1 73. 
In  the  first  two  months  of  1 977,  six 
more  were  added,  again  largely  in 
geographic  areas  where  Hutton  was 
not  directly  represented  heretofore. 

In  February  1 977,  we  formed  a  gov- 
ernment bond  dealer  division.  The 
firm  expects  to  be  a  continuing  and 
important  factor  in  this  gigantic 


market.  We  well  realize  that  there  will 
be  periods  of  loss  as  well  as  periods 
of  prosperity  as  a  government  securi- 
ties dealer.  However,  this  step  is 
a  logical  progression  in  Hutton's 
strategy  of  preparing  ourselves  to 
profit  from  opportunities  in  any  sec- 
tor of  the  securities  markets  and  to 
serve  our  clients  expertly  in  each 
of  these  markets. 

Hutton  today,  as  in  the  past,  is  a 
strong  organization.  We  have  not 
been  lulled  into  a  mistaken  belief  that 
the  company  somehow  transcends 
the  individuals  who  comprise  it. 
Rather  our  corporate  strength  comes 
from  the  pride  that  all  of  us  have  in 
our  associates  throughout  the  firm. 
We  know  that  yesterday's  answers 
and  yesterday's  plans  will  not  suffice 
for  tomorrow.  As  long  as  we  seek 
new  solutions,  the  environment  ahead 
should  let  us  prosper.  The  securi- 
ties business  is  going  through  an  era 
of  well-publicized  change.  We  are 
confident  that  Hutton  is  ready  to  lead 
no  matter  what  direction  this  change 
may  take. 


Alec  R.  Jack 

Chairman  of  the  Board 


Robert  M.  Fomon 

President  and  Chief  Executive  Officer 


Alec  R.  Jack 

Chairman  of  the  Board 


Robert  M.  Fomon 

President  and  Chief  Executive  Officer 


Financial  Summary 

Figures  in  thousands  except  per  share  results 

The  E.  F.  Hutton  Group  Inc.  and  Subsidiaries 


1976 

1975 

1974 

1973 

1972 

1971 

1971 1 

Operating  Results 

Revenues: 

t1 HQ  1  77 

<ci  no,  QRT 

<£  Qft  1  fin 

$    O  J  1  -J  J 

<R  ft1  fiQCi 

$  ^7  A7*l 

%P    D  /  ,0  /  *  1 

Investment  banking  

43,989 

36,053 

20,946 

17,532 

25,581 

21,525 

9,24 

39,477 

30,429 

36,204 

30,032 

18,347 

12,222 

12,8111 

Principal  transactions  

32,358 

24,300 

12,567 

8,658 

13,723 

8,824 

3,663 

Other   

9,672 

6,384 

4,777 

2,501 

922 

746 

1,103 

Total  revenues  

$314,673 

$253,128 

$184,447 

$156,883 

$148,332 

$125,012 

$  84,70-| 

Income  before  taxes  

$  48,915 

$  43,846 

$  12,287 

$  9,922 

$  23,040 

$  19,372 

$  2,202 

Income  tax  expense   

25,386 

23,705 

6,575 

5,037 

12,167 

9,923 

1,13?| 

Net  income   

$  23,529 

$  20,141 

$  5,712 

$  4,885 

$  10,873 

$  9,449 

$  1.06E 

Capital  funds  

$135,942 

$114,866 

$  99,895 

$  93,716 

$  82,281 

$  50,792 

$  42,871 

Per  Share  Data<1> 

Average  common  and  common 


equivalent  shares  outstanding'2' 

6,071,843 

5,932,883 

5,782,398 

5,816,057 

5,666,062 

5,049,071 

5,; 

Earnings  per  share<2>— 

Per  common  and  common 

equivalent  share   

$  3.88 

$  3.39 

$  0.98 

$  0.84 

$  1.92 

$  1.87 

$ 

Assuming  full  dilution  

$  3.87 

$  3.37 

Dividends  per  common  share   

$  0.60 

$  0.44 

$  0.33 

$  0.32 

$  0.24 

Book  value  per  common  share  

$  17.60 

$  14.31 

$  11.31 

$  10.64 

$  10.13 

$  6.91 

$ 

$  5.02 


(1 )  Gives  effect  to  the  five  for  four  stock  split  paid  March  29,  1 976. 

(2)  Average  shares  outstanding  and  earnings  per  share  include  common  equivalent  shares  for  1976  and  1975  only. 
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W.  Robert  Wigley,  Jr. 
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Robert  M.  Bacon 
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George  L.  Ball 
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The  Art  Of  Raising  Children 

By  Thomas  P.  Murphy 

". . .  Wall  Street  regards  venture  investing  as  a  financial 
death  wish  . . .  bright  young  people  graduating  from 
business  schools  see  it  as  the  road  to  riches . . ." 


/msking  a  venture  capitalist  how  his 
investment  will  turn  out  is  like  ask- 
ing a  mother  of  ten  how  her  children 
will  turn  out.  She  doesn't  know.  Nei- 
ther does  he. 

Unpredictability  of  outcome  has  not 
discouraged  motherhood.  It  has  hurt 
venture  investing,  for  mythology  has 
filled  the  void. 

Most  of  my  old  friends  on  Wall 
Street  regard  venture  investing  as  a 
financial  death  wish.  On  the  other 
hand,  many  of  the  bright  young  peo- 
ple graduating  from  business  schools 
see  it  as  the  exciting  road  to  riches. 
It  is  neither.  Like  raising  children,  it 
involves  success  and  failure,  but  on 
balance  is  a  game  worth  playing. 

Patrick  R.  Liles,  who  teaches  a 
Starting  New  Ventures  course  at  Har- 
vard Business  School,  has  thrown 
some  analytical  light  on  the  subject. 
His  conclusion,  broadly  stated:  The 
two  venture  capital  firms  he  studied 
in  detail  did  well  over  the  long  run. 
Keynes  said  that  in  the  long  run  we'll 
all  be  dead,  but  in  this  sense  venture 
capitalists  are  longer-lived  than  ordi- 
nary investors.  As  Liles  points  out, 
both  companies  beat  the  market  av- 
erages for  investors  who  hung  on. 

Liles  traced  the  histories  of  Ameri- 
can Research  &  Development  and  Bos- 
ton Capital  Corp.  While  quite  differ- 
ent in  origins  and  style,  the  two  strug- 
gled with  similar  problems. 

Since  both  were  publicly  financed, 
perhaps  their  greatest  problem 
stemmed  from  the  inherent  nature  of 
the  venture  cycle  itself.  Their  invest- 
ment failures  emerged  early  in  the  cy- 
cle (five  to  ten  years  from  initial  in- 
vestment to  liquidation),  and  success 
came  late.  For  a  long  time  both  had 
little  but  doleful  news  to  report. 

This  hurt.  ARD  was  run  by  a  re- 
markable  Harvard   Business  School 


Mr.  Murphy  heads  a  venture  capital  firm. 
Partnership  Dankist,  Stamford,  Conn. 


professor,  General  Georges  Doriot, 
who  had  publicly  articulated  his  cau- 
tious, long-run  approach  to  venture 
investing.  He  did  not  promise  his  in- 
vestors roses.  His  public  stockholders 
expected  them  anyway. 

Despite  superb  establishment  spon- 
sorship—banks, insurance  companies, 
all  the  right  people— ARD  had  a  hard 
time  in  1946  raising  its  first  $3.6  mil- 
lion. It  had  an  even  harder  time  rais- 
ing more  money  later,  since  the  bad 
news  had  already  trickled  out. 

Boston  Capital,  on  the  other  hand, 
was  launched  in  the  fever  pitch  of 
1960.  Starting  out  to  raise  $10  mil- 
lion, it  found  excitement  so  keen  that 
it  raised  $20  million.  Boston  Capital's 
stock  rose  from  the  initial  $15  offer- 
ing price  to  nearly  $26.  That  balloon 
popped  when  the  market  crumbled 
in  early  1962,  and  Boston  Capital,  like 
ARD  before  it,  was  left  with  strug- 
gling young  companies  in  need  of 
advice  and  more  capital. 

Takeover  Targets 

Boston  Capital  had  serious  prob- 
lems in  providing  the  kind  of  help  and 
advice  its  ventures  needed.  ARD  had 
a  somewhat  easier  time  of  it,  having 
committed  to  deals  more  slowly  and 
therefore  having  fewer  investments  in 
the  problem  stage  at  the  same  time. 
But  Boston  Capital  had  pushed  mon- 
ey out  fast  and  problems  came  home 
just  as  fast,  so  its  staff  had  to  man 
the  dikes  for  much  of  the  mid-1960s. 

Over  the  years  the  stocks  of  ARD 
and  Boston  Capital  sold  at  significant 
discounts  from  the  value  of  their  un- 
derlying assets.  The  firms  could  only 
raise  more  public  money  at  the  in- 
defensible expedient  of  excessive  dilu- 
tion to  present  shareholders.  Thus 
both  struggled  to  meet  the  capital 
needs  of  their  portfolio  companies 
with  little  access  to  fresh  capital 
themselves.  And  through  most  of  their 
existence  both  appeared  to  be  worth 
more  dead  than  alive.  This  meant 
they  were  juicy  targets  for  takeovers. 

Both,  in  the  end,  created  a  shelter 


from  this  takeover  threat,  which  was 
very  real  for  Boston  Capital,  and 
only  a  possibility  for  ARD.  In  1971 
ARD  distributed  its  valuable  Digital 
Equipment  shares  to  its  own  stock- 
holders and  then  merged  into  Textron; 
Boston  Capital  sold  most  of  its  invest- 
ments and  merged  its  four  remaining 
portfolio  companies  into  Technicare, 
now  a  new  Big  Board  company  with 
1977  sales  estimated  at  $165  million. 

How  did  initial  stockholders  fare? 
Investors  who  bought  ARD  in  1946, 
paying  an  adjusted  price  of  $2.01  per 
share  on  the  offering,  received  $69.67 
in  asset  value  and  dividends  by  1971 
when  ARD  became  part  of  Textron. 
Their  initial  capital  had  compounded 
at  a  15.82;  rate.  ARD's  success,  as 
Professor  Liles  points  out,  swung  on 
one  fantastic  winner,  Digital  Equip- 
ment. However,  Liles  continues,  the 
efforts  of  ARD  in  keeping  all  its  com- 
panies healthy  allowed  a  Digital 
Equipment  to  emerge  from  the  pack. 

Boston  Capital  did  not  fare  as  well. 
By  1970,  when  it  converted  from  ven- 
ture capital  to  an  operating  company, 
its  assets  had  compounded  at  a  9.7% 
rate  but,  because  of  the  discount  ap- 
plied by  the  market,  the  holders  of 
Boston  Capital  who  paid  $7.50  per 
share  in  1960  had  only  $7.38  in  mar- 
ket value  ten  years  later.  However, 
the  market  put  a  much  higher  valua- 
tion on  Boston  Capital  as  an  operating 
company,  and  by  last  month  Techni- 
care was  trading  for  $42. 

Pat  Liles  concludes  on  a  paradox: 
Success  in  venture  investing  stems  not 
so  much  from  picking  winners  as  from 
providing  the  guidance  that  helps 
potentially  promising  companies  avoid 
the  kind  of  blunder  that  can  prove 
fatal.  You  couldn't  really  say  it  was 
ARD  that  made  Digital  Equipment 
such  a  smashing  success;  but  it  was 
ARD's  tender,  loving  care  that  got  it 
through  a  difficult  childhood.  Ven- 
ture capital,  then,  is  not  so  much  a 
game  of  brilliant  strokes  of  insight  as 
it  is  a  game  of  patience.  Little  wonder 
it  isn't  for  the  general  public.  ■ 
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confident  of  our  future 


Money  And  Investments 


A  mutual  fund  seeking  long-term 
growth  through  investments  in  U.S.  & 
Foreign  securities.  Free  brochure  & 
prospectus  from . . . 


Securities  Fund  Investors 

50  North  Franklin  Turnpike 
Hohokus,  New  Jersey  07423 

Name 


I 
I 

J  city" 

I 


Address 


State 


Zip 


FO-515 


GUARANTOR  OR  JOINT  VENTURE 


I  will  Joint  Venture,  Act  aa  Guarantor  or  Co-aign  for 
Viable  Project*,  such  aa  Industrial  It  Commercial  Ex- 
pansion, Assembly  and  Processing  Plants,  Hospitals 
Retirement  Homes,  Nursing  Homes  Pollution  Control 
and/or  Correction,  Raw  Land  for  Sub-Division  (Send 
full  Particulars). 


OPERATING  CAPITAL 


If  you  are  an  established  business  with  a  good  track 
record,  but  short  of  operating  Capital  or  a  line  of  credit,  I 
may  be  able  to  provide  your  needs.  {Principals  only  — 
send  full  details). 


CAPITAL  GAINS -SHELTERED 


I  want  to  buy  office  buildings,  apartments,  shopping 
and  industrial  centers  and  buildings,  refineries,  Mfg 
facilities  already  heavily  depreciated.  Your  capital 
gains  can  be  tax  sheltered.  Would  like  also  to  buy  coal 
properties,  oil  and  gas  producing  properties,  and  other 
mineral  properties,  Radio  or  TV  stations,  operating 
Businesses.  (Principals  —  their  CPA  or  their  Attorney. 
Send  details  of  offer). 

_  _  2102  N.  Arrowhead  Ava.  Suit*  A 

B«rn«o        San  Bernardino,  California  92405 


BEAT  THE  - 
DICE  TABLES  f 


mane  uougn  .  .  .  use  a  r  rnj 

in  all  Legalized  Casinos 

Place  only  5  bets. 
All  numbers  are  in  your  favor  including  7 

2,  3,  4,  5,  6,  7.  8,  9,  10,  11,  12 
 You  win  every  roll! 


FREE  DETAILS  M.C.  CORBIN  Dept.  F-5 
Box  869.  Radio  City  Sta..  N  Y.  N  Y  10019 


Stock  Commel 


Ha 


Schizophrenia 


By  Heinz  H.  Biel 


lappiness  seems  hard  to  come  by 
these  days,  as  far  as  the  stock  market 
is  concerned.  Since  the  beginning  of 
the  year  it  has  been  milling  around, 
scaring  the  bulls  and  teasing  the 
bears.  Indexing  has  obviously  been  a 
factor  of  major  importance,  but  it 
doesn't  explain  the  sudden  shifts  in 
sentiment,  which  changes  from  green 
to  red  like  a  traffic  light. 

Institutional  money  managers  and 
stock  market  analysts  have  become  so 
overly  sophisticated  in  their  interpre- 
tation of  whatever  constitutes  the 
news  of  the  day  that  one  can't  be 
quite  sure  any  more  whether  a  favor- 
able news  item  will  be  taken  as  a  posi- 
tive or  negative  market  factor.  You 
might  think  that  a  good  increase  in 


you  are  right.   Sometimes  it 
to  me   as   though  a  schizoph 
prankster  had  become  the  lea 
stock  market  guru. 

Among  the  sad  stories  that 
been  played  out  in  the  stock  m 
these  last  few  months  has  beer: 
behavior  of  the  onetime  glai 
stocks.  Not  many  companies,  fo 
ample,  can  boast  of  a  finer  or  lc 
history  of  steady  earnings  gn 
than  Heublein.  There  have  been  I 
when  the  company  seemed  to  stu 
a  bit,  like  its  initial  problems  witl 
newly  acquired  Kentucky 
Chicken  or  the  misadventure  into 
beer  industry,  but  the  fast-gro 
vodka  (Smirnoff)  business  smoc 
over  whatever  shortcomings 
may  have  been.  However,  in  its 
rent  fiscal  year  (ending  June 
Heublein  came  a  cropper. 

Without  giving  its  shareholder 
inkling  that  it  had  a  sick  divisio 
its  hands,  Heublein  ditched  its  j 
try-raising  business  in  the  Septei 


I  Oni 
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-notab 
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". . .  The  huge  number  of  bureaucrats  needed  to  admin- 
ister Carter's  unnecessarily  complex  energy  program 
should  make  a  dent  in  our  unemployment  statistics  . . ." 


the  gross  national  product  or  person- 
al income  or  the  rate  of  industrial 
production  is  the  kind  of  news  The 
Street  likes  to  see.  Not  so,  or  at  least 
not  necessarily  so. 

As  renewed  prosperity  envelopes 
our  economy,  so  the  thinking  goes, 
the  threatening  specter  of  inflation 
rears  its  ugly  head.  And  inflation,  as 
we  have  learned,  is  bad  for  stocks. 
(A  decade  ago,  of  course,  the  sales 
pitch  was  different;  then  stocks  were 
supposed  to  be  a  good  inflation 
hedge.)  High  unemployment  is  bad 
news,  to  be  sure,  but  not  really  that 
bad,  because  it  indicates  that  there  is 
plenty  of  give  left  in  our  economy, 
allowing  ample  further  growth  before 
becoming  unduly  strained.  If  this 
does  not  make  much  sense  to  you, 

Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 


quarter,  taking  a  sizable  loss, 
erous  reasons  were  given  for  the  j 
its  decline  in  the  December  qua 
but  Heublein  mollified  sharehol 
with  a  10%  dividend  increase.  I 
all,  one  wouldn't  do  that  if  earn 
were  going  to  pot.  Yet  the  next  q 
ter  saw  a  calamitous  profit  drop, 
70  cents  a  share  to  34  cents! 

I   had   commented  favorably 
Heublein  on  Mar.  1,  1975  and  a 
pie  of  times  thereafter.  The  stock  j" 
fine,  rising  above  59  last  year 
now  it  sells  below  24.  It  is  q 
cheap,  but  that  does  not  necess; 
make  it  attractive.  The  growth  in 
ka  consumption  is  slowing  down 
some  of  Heublein's  strange  new 
holic    concoctions    seem  to 
bombed;  Kentucky  Fried  Chicken 
parently  has  problems;  and,  last 
not  least,  management  has  not  1 
candid  with   its  shareholders. 


302 


FORBES,  MAY  15, 


i'jd 


las 
it  it  its 
has  bet 
iy  wil 
mtyof 

prici 


arter' 


mov; 
somei 

si 

me 
tac 


did 


tape 
pondii 
oline 

ic!l 

rope, 
fcdtl 
smas 
me  oil 
Wet; 
ice  of 


her 

te  suf 

M  . 
jute 
wle  Si 
ic  inst 
mbei 
jtjstei 
copies 
good 


287th  COMMON  DIVIDEND 


A  regular  dividend  of  Seventy-Three  Cents  (73#)  per  share  has  been  declared 

upon  the  Common  Stock  of  American  Brands,  Inc.,  payable  in  cash  on 
June  1,  1977,  to  stockholders  of  record  at  the  close  of  business  May  10,  1977. 
Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 
April  26, 1977 

GALLAHER  LIMITED 
Master  Lock  Company 

'ddmrsl8.T5ram  JlJtstilltng  (f'o. 
Sunsfiine  Biscuits,  inc. 


ACU5HNET  COMPANY 


COMPANY 


©  Wilson  Jones 

Q 

THE  ANDREW 
W.  R.  (<Q^)  &  Sons  Cutlery 

Q  visible]  RECORDS.  INC 
DUFFY -MOTT  COMPANY,  INC. 

vifewse/LIGHTING  CORPORATION 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  N  Y  10017 


CLASSIFIED 

appears  in 
the  first  issue 
of  every  month. 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


about  golf 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  L 
Sam  Mandalari,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes,Florida 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

&  Country  Club 
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If  our 

sixteenth  hole 
doesntgetyou, 
our  six-course 
dinner  will. 


At  the  sixteenth  hole  of  The  Home- 
stead's Cascades  course,  the  scenery  is 
so  magnificent  you're  to  be  pardoned 
if  you  take  your  eye  off  the  ball.  And 
with  tennis,  swimming,  fishing  and 
horseback  riding,  you'll  be  ready  to 
take  on  our  terrific  buffets  and  meals- 
all  served  with  Virginian  hospitality 
and  style. 

For  reservations  see  your  travel  agent. 
Or  call  toll-free  800-336-5771.  In 
Virginia  call  800-542-5734. 

HOMESTEAD 

HOT  SPRINGS,  VIRGINIA 

Three  18-hole  championship  golf  courses,  swim- 
ming pools,  mineral  spa,  horseback  and  walking 
trails,  surrey  and  buckboard  driving,  15  tennis 
courts,  children's  playground,  trout  fishing,  skeet 
and  trap.  The  Homestead  is  easy  to  reach  via 
U.S.  Route  220,  train  service  by  Amtrak  or 
Piedmont  Airlines  to  the  Hot  Springs  Airport. 
Jet  service  available  from  New  York  and  Atlanta 
to  Lewisburg  and  Roanoke. 
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Buy  Now! 

By  Richard  B.  Hoey 


f  investors  are  willing  to  follow  one 
of  the  market's  key  rules,  they  should 
buy  stocks  now. 

This  market  maxim  goes  this  way: 
High  inflation  drives  down  stock 
prices,  low  inflation  pushes  them  up. 
Any  sustained  shift  of  inflation  from 
its  central  rate  of  5%  to  6%  has  a  strong 
impact  upon  the  market.  Stocks  should 
be  bought  when  inflation  is  at  its 
worst,  because  that's  when  stocks  are 
most  depressed.  On  this  basis,  now  is 
the  time  to  buy  stocks. 

Take  a  look  at  the  rate  of  consum- 
er price  inflation  over  three-month  pe- 
riods. In  the  three  months  ended  Oc- 
tober 1974,  when  the  market  dropped 
below  600,  consumer  prices  rose  at  a 
13.9%  annual  rate.  Then  the  market 
rose  sharply  as  inflation  rates  steadily 
dropped  for  a  year  and  a  half.  By  the 
three-month  period  ended  March 
1976,  the  rate  of  gain  in  consumer 
prices  had  dropped  to  a  low  2.9%  rate 
and  the  Dow  was  over  1000. 

The  inflation  rate  then  stabilized 
near  5%  to  6%  and  the  market  turned 
stagnant.  During  the  first  quarter  of 
1977  inflation  was  terrible,  rising  at  a 
10%  rate  in  January,  at  a  12.7%  rate 
in  February,  and  at  a  7.4%  rate  in 
March.  For  the  three  months  ended 
in  March,  the  rate  of  inflation  was 
9.5%.  No  wonder  the  market  has  de- 
clined to  the  low  900s. 

I  believe  that  a  declining  inflation 
rate  over  the  next  several  months 
will  drop  the  three-month  rate  below 
5%  during  the  summer.  Hence,  most 
stocks  bought  today  should  show  a 
profit  by  midsummer.  The  slowing  of 
inflation  may  be  only  a  temporary  de- 
cline, but  it  will  be  a  great  relief 
from  the  current  high  rate. 

The  longer-term  outlook  for  infla- 
tion is  less  certain.  The  growth  rate 
of  the  broad-based  money  supply  has 
accelerated,  any  energy  program  is 

Mr.  Hoey  is  a  vice  president  and  invest- 
ment strategist  at  Bache  Halsey  Stuart. 


likely  to  be  somewhat  inflationar 
the  food  price  prospects  for  19 
very  worrisome. 

The  stock  market  won't  be  a 
maintain  a  bullish  trend  past  the 
mer  unless  capital  spending 
pick  up  by  Labor  Day.  Witho 
celerated  capital  spending,  the 
of  economic  growth  may  slow 
by  next  winter.  The  key  indica 
watch  is  nondefense  capital  goo 
ders.  You  should  also  watch  th 
icy  leaks  out  of  Washington 
possible  moves  by  President  < 
to    attempt    to    stimulate    bu  na 
investment. 

What  areas  of  the  market  are 
attractive?  I  especially  favor  th| 
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". . .  Most  stocks  bought 
today  should  show  a 
profit  by  midsummer . . . 


est  products  industry,  which  I  1 
both  a  long-term  and  a  short-ten 
sis.  Unlike  other  raw  materials,' 
regenerate,  and  these  companie 
better  protected  from  foreign  cC 
tition  than  many  other  basic 
tries  in  which  foreign  govern! 
subsidize  their  manufacturers. 

Single-family  homes  have  out] 
stocks  and  bonds  as  an  inflation  1 
over  the  last  ten  years.  House  a 
lation  has  already  occurred  in 
ifomia  and  could  emerge  as  a  nai 
trend  over  the  next  several  yeai 
any  case,  we  are  in  the  middle 
strong  housing  expansion  which  si 
continue  through  1978. 

The  major  forest  products  cd 
nies  should  have  strongly  rising 
ings  for  the  next  two  years.  W 
haeuser  (38)  should  see  earning 
from  $2.32  a  share  in  1976  to 
in  1977  to  $4  in  1978.  The  can 
of  Georgia-Pacific  (31)  shoulc 
from  $2.17  to  $2.60  to  $3.20; 
Cascade  (32)  could  earn  $5  in 
up  from  $4  in  1977  and  $3 
1976.  I  recommend  all  three. 

I  also  recommend  the  major  h 
tal  management  chains.  The  s 
are  selling  at  low  multiples,  whic 
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;ts  concern  over  government  efforts 
slow  the  rise  in  medical  costs.  In 
leral,  however,  the  private  hospi- 
;  of  the  major  chains  are  more 
t  effective  than  most  hospitals, 
ich  reduces  their  vulnerability. 
spital  Corp.  of  America  (22)  is  the 
lest  of  the  chains.  Concentrated  in 
i  South  and  West,  it  has  benefited 
m  the  population  and  economic 
'Wth  in  its  area.  Its  hospitals  are 
II  designed  and  have  low  operating 
ts.  Revenues  have  grown  from 
J8  million  in  1971  to  $506  million 
1976.  Earnings  per  share  have 
iwn  steadily  from  98  cents  to 
71  in  1976,  with  a  further  rise  to 
25  expected  for  this  year.  Hos- 
'tlijy  Corp.  sells  at  a  low  7.5  multiple 

1977  earnings. 
1  !  also  like  the  hospital  chain  Hu- 
\na  (14).  Earnings  per  share  rose 
jdily  from  89  cents  in  1972  to 
77  in  1976,  despite  a  drop  in  prof- 
1  tl  nargins  from  8.5%  to  4.8%;  $2.20  is 
scast  for  fiscal  1977.  A  rise  in  occu- 
lcy  rates  should  generate  an  up- 
ge  in  profit  margins. 

ire  Low  Multiples 

There  are  good  buys  available  in 
-multiple  stocks  today.  Among  my 
orites  are  Blue  Bell  (28),  Avnet 
ii),  Reading  &  Bates  (18)  and  U.S. 
l.er  (15).  Blue  Bell,  which  makes 
angler  brand  apparel,  should  earn 
40  a  share  in  1977. 
iWnet,  a  supplier  to  the  electronics 
lustry,  should  show  a  rise  in  earn- 
from  $2.31  in  fiscal  1976  to 
55  in  1977  to  $2.90  the  following 
al  year.  The  stock  sells  at  a  7.1 
ltiple  and  its  60-cent  dividend  may 
raised  this  year. 

heading  &  Bates,  an  offshore  drill- 
company  with  substantial  oil  pro- 
•tion  in  Indonesia,  should  see  earn- 
5  decline  from  $4.38  in  1976  to 
25  in  1977,  and  then  rebound  to 
ut  $3.85  in  1978.  Cumulative  cash 
(ir  over  the  years  1977  to  1981  is 
mated  at  a  total  of  $38  per  share, 
ring  a  major  decline  in  Indonesian 
rungs.  This  large  cash  flow  should 
d  a  combination  of  earnings  and 
idend  growth.  If  all  goes  well,  the 
cent  dividend  could  double  over 
next  five  years. 

J.S.  Filter  is  a  manufacturer  of  air- 
I  water-pollution  control  equip- 
lt.  Earnings  should  rise  from  $1.57 
1976  to  $1.90  in  1977  to  $2.20  in 
j'8.  The  stock  sells  at  8  times  1977 
Imated  earnings.  ■ 
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"IT'S  TRUE.  THE 
MORE  MONEY  YOU 
MAKEJHE  LESS 
YOU  SEEM  TO  HAVE." 


! 


Glenn  Cooper,  Export  Sales  Manager,  Dennison  Manufacturing  Co. 


We  all  know  what  Glenn 
Cooper  is  talking  about. 

You  earn  more,  but  you 
also  tend  to  spend  more  and 
pay  more  taxes- so  you  end 
up  saving  less  than  when 
you  made  less. 

At  Thomson  McKinnon 
Securities  Inc.  we  think  it's 
still  possible  to  accumulate  a 
sizeable  nest  egg  in  today's 
world.  But!-it's  important 
that  your  planning  take  into 
consideration  the  new  tax 
laws  that  were  passed  last 
year  (and  it  looks  like  there 
may  be  still  more  to  come.) 


We'll  be  pleased  to  ex- 
plain all  their  potential  effects 
on  your  investments  (i.e.,  cap- 
ital gains  will  not  be  as  capital 
as  before).  We'll  also  show 
you  how  to  structure  an  in- 
vestment program  that  makes 
these  tax  reforms  work  for 
you  as  much  as  possible.  To 
help  you  build  your  nest  egg. 
And  then  protect  it. 

Call  us  at  (212)  482-6410. 
We'll  work  for  you  now  and 
we'll  work  for  your  retire- 
ment, too.  Because  we  believe 
the  more  money  you  make, 
the  more  you  should  have. 


THOMSON 

/mo  won 

SECURITIES  INC 


A  brokerage  house  you  can  bank  on. 

1  New  York  Plaza,  New  York,  New  York  1(XXM.  (212)  482-6410. 
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Riding  A  Roller  Coaster 

By  Stanley  W.  Angrist 

". . .  Each  100-point  move  in  hogs  will 
make  you— or  cost  you— $300 . . ." 


I 


t  may  not  sound  as  glamorous  as 
Kodak  or  Burroughs,  but  the  live  hog 
contract  trading,  on  the  Chicago 
Mercantile  Exchange  since  1966, 
seems  to  exude  a  certain  air  rarely 
found  with  the  swingers  on  the  New 
York  Stock  Exchange.  Perhaps  it's  the 
nature  of  this  commodity.  Speculators 
enjoy  trading  hogs  because  thev  seem 
to  like  to  "trend"— that  is,  once  prices 
start  to  rise  they  rise  quite  a  way 
and,  conversely,  when  they  start  to 
fall,  they  really  drop.  Now  that  the 
hog  market  is  starting  to  get  interest- 
ing again,  I  will  oudine  a  trade  that 
could  produce  a  profit  from  the  ex- 
pected action  in  this  market. 

Hogs  have  experienced  two  sharp 
price  explosions  in  the  past  five  years. 
In  the  spring  of  1973  hog  futures  were 
trading  at  around  35  cents  per  pound 
but  by  midsummer  they,  along  with 
all  the  other  meats,  had  moved  up  to 
an  alltime  high  of  63  cents.  But  by 
the  end  of  September  hogs  had  fallen 
out  of  bed— again  with  other  meats- 
dropping  more  than  25  cents  per 
pound,  and  by  mid-1974  they  had 
sunk  to  25  cents  per  pound. 

Repeat  Performance? 

The  story  was  repeated  in  the  late 
winter  of  1975.  At  that  time  hogs 
were  trading  under  40  cents  per 
pound,  then  crested  to  65  cents  by 
the  last  of  September.  Yet  before  the 
end  of  the  year  they  touched  45  cents, 
and  by  late  1976  they  had  sunk  to 
30  cents  a  pound.  Live  hogs  are  still 
trading  around  40  cents  a  pound.  The 
question  now  is,  what  are  the  chances 
for  a  price  explosion  like  those  in 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


1973  and  1975? 

The  U.S.  Department  of  Agricul- 
ture's latest  hogs  and  pigs  report  con- 
firmed earlier  indications  that  the  ex- 
pansion phase  of  the  hog  cycle  is 
slowing  down.  (The  hog  cycle  exists 
because  the  decision  to  market  hogs 
is  actually  made  nine  to  1 1  months  ear- 
lier. This  lag  arises  in  the  following 
way:  a  month  for  breeding,  a  gesta- 
tion period  of  almost  four  months  and 
then  five  to  seven  months  for  the  hog 
to  reach  market  weight.)  Because 
breeding  decisions  are  made  on  the 
basis  of  current  market  conditions, 
rather  than  those  that  will  exist  from 
nine  to  11  months  later,  they  tend  to 
lag  behind  the  market  and  this  causes 
a  hog  cycle  (both  in  production  and 
in  prices ) . 

Slight  Gains 

The  report  cited  earlier,  which  cov- 
ers 14  key  producing  states,  placed 
farrowing  (breeding)  intentions  for 
the  1977  spring  crop  (December  1976 
to  May  1977)  7%  above  a  year  ear- 
lier. In  the  previous  six  months  (June 
to  November  1976),  these  same  states 
produced  a  fall  crop  more  than  20% 
over  the  prior  year.  Statistics  for  the 
1977  fall  pig  crop  are  still  rather 
sketchy,  but  they  point  to  an  increase 
of  between  3%  and  4%  over  last  year's 
crop.  Thus,  while  the  expansion  phase 
of  the  hog  cycle  is  slowing  down,  cur- 
rent indications  are  that  it  will  cer- 
tainly not  end  this  year. 

The  hard  winter  took  its  toll  in 
Pigsville  as  the  average  number  of 
pigs  per  litter  for  the  December  1976- 
February  1977  period  (early  spring 
crop)  was  placed  at  only  6.81,  down 
4%  from  last  year.  Thus  a  12%  increase 
in  farrowings  for  this  period  is  expect- 
ed to  produce  only  7%  more  pigs. 
With  the  advent  of  spring,  the  num- 
ber of  pigs  per  litter  should  increase, 
but  it  seems  highly  unlikely  that  this 
year's  late  spring  crop  can  match  last 
year's  corresponding  figure  of  7.38 
pigs  per  litter.  Some  industry  observ- 
ers believe  that  the  total  spring  pig 


crop  (December  1976-May  1977) 
for  the  14  key  hog-raising  states  will 
be  somewhere  around  37.7  million 
head  versus  36.4  million  head  last 
year— little  more  than  a  4%  gain. 

The  demand  side  of  the  equation 
as  usual,  is  harder  to  puzzle  out.  Cer 
tainly  one  must  consider  inflation 
population  growth  and  the  likelihooc 
of  higher  consumer  income  as  influ 
encing  the  price  for  hogs.  Currently 
it  seems  that  all  of  these  factors  couldl 
act  to  stabilize,  and  perhaps  even 
strengthen  somewhat,  the  price  oi 
hogs  in  coming  months.  Several  of 
these  influences  have  been  studied  in 
some  detail.  For  example,  for  each  1% 
decrease  in  the  price  of  pork,  the 
quantity    demanded    increases  by 
0.75%.  Also,  each  1%  increase  in  per 
sonal  income  raises  the  demand  for 
pork  by  0.32%. 

With  the  14-state  early  spring  pig 
crop  estimate  up  only  7%  from  a  year 
earlier,  by  early  summer  increases 
in  slaughter  levels  should  gradually 
taper  off  compared  with  last  year, 
And  with  the  late  spring  farrowings 
estimated  by  the  USDA  to  be  up 
only  3%  versus  a  year  ago,  hog 
should  become  relatively  more  scarce 
as  the  year  progresses. 

A  Choice 

There  are  several  ways  these  funda 
mentals  can  be  played.  The  lowest 
risk  strategy  is  the  October/  Decern 
ber  spread,  which  has  been  trading 
near  even  money.  One  could  buy  a 
December  contract  and  sell  the  Oc- 
tober contract  in  anticipation  of  De 
cember  gradually  moving  to  a  200 
point  premium  to  October.  A  some 
what  riskier  tactic  would  involve  buy 
ing  December  and  selling  July  with 
July  at  about  a  500-point  premium 
to  December.  This  spread  could  col 
lapse  to  near  even  money. 

The  minimum  margin  on  a  hog 
spread  is  $400,  while  the  round-turn 
commission  is  $50.  Each  100-point 
move  in  hogs  will  make  you— or  cost 
vou-$300.  ■ 
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Bargains  In  Drug  Stocks 

By  Peter  G.  Banzhaf 

". . .  The  American  family  spends  more  each  week  on 
cleaning  products  than  it  does  on  drugs,  [but  there's  a] 
congressional  inquiry  into  drug  prices  and  profit  margins . . ." 


wfl  [ 
U 
|| 

^Jnless  I'm  greatly  mistaken,  it's  time 
™  to  buy  the  drug  stocks. 
^  Before  I  take  that  thought  any  fur- 
,101  ther,  however,  I'd  better  issue  a  dis- 
^  claimer.  I'm  not  a  drug  analyst— nor 
any  other  kind  of  analyst  for  that 
4  matter.  It's  just  that  drug  stocks  look 
)ul(  ivery  cheap  to  me  in  relation  to  just 
vt4about  any  other  investment  category. 
Over  the  years,  few  industries  have 
been  as  profitable  for  investors  as  the 
^  idrugs.  In  the  past,  any  long-term  hold- 
er of  stocks  like  Merck,  Pfizer  or  War- 
ner-Lambert has  been  at  peace  with 
the  world  and  delighted  with  the 
price  of  his  stocks.  Until  a  year  or  so 
ago,  that  is.  Since  about  the  middle 
of  1975  drugs  have  significantly  un- 
pi;  derperformed  the  rest  of  the  market 
and  stockholders  have  had  their  feet 
put  to  the  fire  in  an  undesired  test  of 
A  i  their  holding  power  as  investors. 


Double  Trouble 


r 


Why  the  big  decline?  Essentially 
og.  two  reasons.  First,  drugs,  like  all  of 
the  other  high-quality  growth  stocks, 
are  undergoing  a  reappraisal  by  the 
institutions  that  once  prized  them  so 
highly.  Secondly,  the  federal  govern- 
ment, with  a  team  headed  by  Sen- 
Jator  Kennedy  of  Massachusetts,  is  once 
again    looking    into,    among  other 
Sthings,  the  industry's  pricing  struc- 
ture and  margins.  A  congressional  in- 
Iquiry  never  helps  stocks  much,  but, 
j  combined  with  heavy  institutional  sell- 
}ing  pressure,  the  result  has  been  a 
disaster  for  drug  shares. 

On  the  basis  of  the  numbers  alone, 
these  stocks  look  cheaper  than  they 
have  in  more  than  a  decade.  Looking 
I  at  a  representative  group  of  quality 
;  drugs,  one  finds  that  earnings  during 
I  the  1966-76  period  expanded  at  a 
compounded  annual  rate  of  10.5%. 

i  Mr.  Banzhaf  is  a  vice  president  with  Rob- 
ert W.  Baird  6-  Co.  Inc.,  Milwaukee,  Wis. 


Dividends,  although  lagging  some- 
what behind  earnings,  grew  at  a  7.4% 
annual  rate.  Surely  these  are  char- 
acteristics of  a  strong  growth  industry. 

Despite  this  performance,  the 
group's  mean  price/ earnings  ratio 
dropped  from  27  times  in  1966  to  less 
than  18  times  last  year.  And  the  dif- 
ference is  even  more  dramatic  when 
the  damage  inflicted  this  year  is  in- 
cluded in  the  calculations.  On  a  trail- 
ing 12-month  basis,  drug  shares  are 
at  around  13  times  earnings.  Admit- 
tedly, drug  stocks  were  probably 
overpriced  for  a  long  time.  During 
most  of  1973,  many  sold  at  exalted 
levels— 35  or  40  times  earnings— just 
like  some  of  the  other  tier  1  residents  of 
the  old  two-tier  market.  It's  doubtful 
that  any  of  the  glamours— drugs  in- 
cluded—were worth  the  premiums  that 
our  investing  institutions  were  placing 
on  them. 

But  at  13  times  earnings  (with 
yields  at  around  3.5%),  we're  talking 
about  an  entirely  different  situation. 
The  basic  health  trends  serving  west- 
ern civilization  are  intact.  It's  hard, 
very  hard,  to  imagine  that  Americans 
and  Europeans  will  be  using  fewer 
drugs  per  capita  in  the  years  ahead. 
And  as  the  Third  World  develops  into 
a  more  sophisticated  health-care  con- 
sumer, the  demand  for  drug  products 
is  hardly  likely  to  diminish. 

Steady  Earners 

Almost  all  of  the  drug  stocks  look 
cheap  to  me,  but  to  start  with  I  would 
suggest  Eli  Lilly,  Warner-Lambert 
and  Upjohn.  The  shares  of  these  com- 
panies are  way  down  from  where  they 
once  were,  and— in  two  of  the  three 
cases— the  earnings  achievements  have 
consistently  been  good. 

Warner-Lambert  (27)  is  an  impor- 
tant factor  in  both  the  ethical  and 
proprietary  ends  of  the  business.  In 
addition,  its  American  Chicle  line 
(Trident,  etc.)  has  overtaken  Wrig- 
ley  as  the  chewing  gum  leader,  and 


its  1970  acquisition  of  Parke,  Davis 
was  finally  blessed  by  the  Federal 
Trade  Commission  last  year.  In  1973, 
when  the  company  was  to  earn  $1.78 
a  share,  the  stock  sold  as  high  as  58 
—which  was  probably  ridiculous. 
Now,  expected  to  earn  $2.40  for  the 
year,  it's  in  the  middle  20s. 

Lilly  (38)  is  a  superb  ethical  drug 
firm.  The  earnings  record,  which 
slowed  a  trifle  in  the  last  two  years,  is 
nonetheless  unblemished  by  decline. 
In  1973,  on  earnings  of  $2.26,  the 
price  of  the  shares  reached  into  the 
90s.  With  perhaps  $3.25  slated  for  this 
year,  it  has  dropped  to  the  upper  30s. 

Upjohn  (31)  has  a  more  erratic 
record,  one  that  shows  flat  earnings 
from  1973  through  1975.  Solid  im- 
provement took  place  in  1976,  how- 
ever, and  earnings  this  year  should  be 
up  again  to  about  $3.05.  This  is  a 
well-established  ethical  drug  compa- 
ny that  once  commanded  a  very  high 
price.  At  current  levels,  it  seems  a 
much  better-than-average  value. 

Finally,  with  apologies  to  Procter 
&  Gamble  for  even  bringing  the  mat- 
ter up,  I'd  like  to  make  an  observa- 
tion. As  I  mentioned  earlier,  the  gov- 
ernment is  concerned,  quite  properly, 
with  the  rising  cost  of  health  care. 
Among  other  things,  this  has  led  to 
an  inquiry  into  drug  prices  and  drug 
company  profit  margins.  It's  interesting 
to  note,  however,  that  the  American 
family  of  four  still  spends  substantial- 
ly more  each  week  on  household 
cleaning  products  than  it  does  on 
pharmaceuticals.  But  is  P&G  or  any 
other  member  of  its  industry  under 
attack?  No.  Not  enough  drama  there. 

So  I  suggest  you  take  a  look  at 
the  drugs.  The  industry  serves  a 
legitimate  world  need  and,  for  the 
most  part,  serves  it  well.  And  what- 
ever evil  the  government  has  in  mind 
for  this  essential  industry  has  prob- 
ably already  been  cranked  into  the 
price  of  the  shares.  I  repeat— it's  time 
to  buy  the  drug  stocks.  ■ 
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Public  Service  Electric  and  Gas  Company 
declares  its  dividends  for  the  quarter 
ending  June  30, 1977 


QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the 
quarter  ending  June  30,  1977: 


Class 

Dividend 

of  Stock 

Per  Share 

Common 

$  .49 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

tinn  Par 

*  i  uu  rar 

t.UO  /O  OCIICS 

$1 .02 

"T.  1  O  /O  OCI  ICO 

1.045 

A  30%  Sprip«i 

1.075 

5.05%  Series 

1 .2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.86 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

12.25%  Series 

3.0625 

Cumulative  Preferred 

$25  Par 

8.70%  Series 

$  .5438 

9.75%  Series 

$  .6094 

All  dividends  are  payable  on  or 
before  June  30,  1977  to  stock- 
holders of  record  May  31,  1977. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


PSEG 

Newark,  New  Jersey 


R.J.Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  82  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  June  6, 1 977  to  stockholders  of  record 
at  the  close  of  business  May  10, 1977. 

C.  F.  BENBOW 

Senior  Vice  President  and  Secretary 
Winston-Salem,  N.  C  ,  April21,  1977 

Seventy-Seven  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
Petroleum 
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PHILIPS  BUSINESS  SYSTEMS,  INC.  .  .  33 

Agency:  Robert  D.  Schoenbrod,  Inc. 

PHILLIPS  PETROLEUM  COMPANY  .  200 

Agency:  Tracy-Locke  Advertising 
and  Public  Relations,  Inc. 
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Agency:  Doyle  Dane  Bernbach  Inc. 
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INC   82 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 
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Agency:  Earle  Palmer  Brown  & 
Associates,  Inc. 
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COMPANY   308 

Agency:  Doremus  &  Company 

RCA  CORPORATION   164 

REPUBLIC  NATIONAL  BANK  171 

Agency:  Glenn  Bozell  &  Jacobs,  Inc. 

RESEARCH-COTTRELL  INC  250-251 

Agency:  Michel  Cather,  Inc. 

R.J.  REYNOLDS  INDUSTRIES,  INC.  .  308 

Agency:  Long,  Haymes  &  Carr,  Inc. 

REYNOLDS  METALS  COMPANY   256 

Agency:  Clinton  E.  Frank,  Inc., 
Advertising 

ROCKWELL  INTERNATIONAL  198-199 

Agency:  Campbell-Ewald  Company 

ROLEX  WATCH  U.S.A.,  INC   1 

Agency:  J.  Walter  Thompson  Company 

ROLLS-ROYCE  MOTORS  INC   80 

Agency:  IMS  Media  Inc. 

ST.  JOE  MINERALS  CORPORATION  115 

Agency:  Emil  Mark  &  Co.,  Inc. 

ST.  REGIS  PAPER  COMPANY   20-21 

Agency:  Cunningham  &  Walsh  Inc. 

SANKYO  SEIKI  (AMERICA)  INC  119 

Agency:  Milton  Samuels  Advertising 
Agency,  Inc. 

SANTA  FE  INDUSTRIES,  INC  167 

Agency:  Advertising  Direction,  Inc. 

SAVIN    BUSINESS  MACHINES 
CORPORATION    11 

Agency:  Sklar-Lenett  Associates,  Inc. 

SAXON   BUSINESS  PRODUCTS,   INC.  29 

Agency:  Mandabach  &  Simms,  Inc. 

SCHWAN-STABILO   122 

Agency:  Stiefel/Raymond  Advertising 
Inc. 

SEAGRAM'S  CROWN 

ROYAL  Second  Cover 

Agency:  Warwick,  Welsh  &  Miller,  Inc. 

SECURITIES  FUND  INVESTORS   302 

Agency:  Wiley-Kiernan,  Inc. 

THE  SHERATON  CORPORATION    82 

Agency:  BBDO,  Inc. 

SOURCE  SECURITIES  CORPORATION  109 

Agency:  Pine  Street  Marketing 
Services,  Inc. 

SOUTH  CAROLINA  STATE 
DEVELOPMENT  BOARD   114 

Agency:  Cook/Ruef/Spann  &  Company 

SPALDING   100 

Agency:  Wilson,  Haight  &  Welch,  Inc. 

SPANISH  NATIONAL  TOURIST  OFFICE  13 

Agency:  Dentsu  Corporation  of 
America 

SPERRY  RAND 

CORPORATION   Back  Cover 

Agency:  Young  &  Rubicam 
International  Inc. 

STATE  OF  COLORADO,  DEPARTMENT 
OF  COMMUNITY  DEVELOPMENT  25 

Agency:  Frye-Sills,  Inc. 

STAUFFER  CHEMICAL  COMPANY  104 

Agency:  Bozell  &  Jacobs,  Inc. 

SWISSAIR   85 

Agency:  Waring  &  LaRosa,  Inc. 

SWISS  BANK  CORPORATION  145 

Agency:  Margeotes/Fertitta  Inc. 
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3M  COMPANY 
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INC  305 

Agency:  Tarlow  Advertising  Inc. 
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TIME  INTERNATIONAL   275 
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Advertising,  Inc. 
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UNITED  TELECOM    6 

Agency:  Brewer  Advertising  Inc. 
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SURVEY   309 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

VANTAGE    44 

Agency:  Leber  Katz  Partners  Inc. 

VIRGINIA  DIVISION  OF  INDUSTRIAL 
DEVELOPMENT    41 

Agency:  Webb  &  Athey,  Inc. 

WARD  CABIN  COMPANY   136 

Agency:  Cardin  Advertising 

WELLS  FARGO  BANK    64 

Agency:  McCann-Erickson,  Inc. 

WESTERN  UNION 

CORPORATION   288-289 

Agency:  Ries  Cappiello  Colwell,  Inc. 

WHITE  CONSOLIDATED  INDUSTRIES, 

INC   75 

Agency:  Dix  &  Eaton  Inc. 

WICHITA  AREA  CHAMBER  OF 
COMMERCE    16 

Agency:  McCormick-Armstrong 
Advertising  Agency 

WORTHINGTON  PUMP  INC  268 

YOUNG  RADIATOR  COMPANY  122 

Agency:  Bozell  &  Jacobs,  Inc. 

RHODE  ISLAND  SECTION 
AMERICAN  TELEPHONE  & 
TELEGRAPH  CO  R.I.  19 

Agency:  N.W.   Ayer  A8H  International 

AMTEL,  INC  R.I.  7 

Agency:  Design  Workshop 

AQUIDNECK  ISLAND  DEVELOPMENT 
CORPORATION   R.I.  16 

Agency:  Horton,  Church  &  Goff,  Inc. 

BROWN  &  ROOT,  INC  R.I.  9 

Agency:  William  F.  Finn  &  Associates, 
Inc. 

CITIZENS  SAVINGS  BANK   R.I.  17 

Agency:  Horton,  Church  &  Goff,  Inc. 

A.T.  CROSS  COMPANY   R.I.  15 

Agency:  Potter  Hazlehurst  Incorporated 

DRESSER  INDUSTRIES-OILFIELD 
PRODUCTS  GROUP   R.I.  14 

Agency:  Rives,  Dyke/Y&R  Inc. 

GENERAL  SIGNAL,  BIF  UNIT 

OF   R.I.  11 

Agency:  Horton,  Church  &  Goff,  Inc. 

IMCO  SERVICES  R.I.  9 

Agency:  William  F.  Finn  &  Associates, 
Inc. 

INDUSTRIAL  NATIONAL 

CORPORATION   R.I.  5 

Agency:  Ted  Bates  &  Company,  Inc./ 
Advertising 

NARRAGANSETT  ELECTRIC   R.I.  9 

Agency:  Horton,  Church  &  Goff,  Inc. 

RHODE  ISLAND  DEPARTMENT  OF 
ECONOMIC  DEVELOPMENT   R.I.  20 

Agency:  Horton,  Church  &  Goff,  Inc. 

RHODE  ISLAND  HOSPITAL  TRUST 

NATIONAL  BANK   R.I.  13 

Agency:  Creamer/FSR  Inc. 
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The  truly  important  things 
in  life— love,  beauty  and  one's 
own  uniqueness— are  constantly 
being  overlooked. 
Pablo  Casals 


It  is  with  the  reading  of  books 
the  same  as  with  looking  at 
pictures;  one  must,  without  doubt, 
without  hesitations,  with  assurance, 
admire  what  is  beautiful. 
Vincent  Van  Gogh 


Growing  up  is,  after  all,  only 
the  understanding  that  one's 
unique  and  incredible  experience 
is  what  everyone  shares. 
Doris  Lessinc 


Never  explain— your  friends 
don't  need  it,  and  your  enemies 
won't  believe  you  anyhow. 
Elbert  Hubbard 


What  are  friends  for 
if  you  don't  use  them? 
Freddie  Myers 


We  have  just  enough  religion 
to  make  us  hate,  but  not  enough 
to  make  us  love  one  another. 
Jonathan  Swift 


A  child  is  a  person  who 
is  going  to  carry  on  what  you 
have  started  .  .  .  the  fate  of 
humanity  is  in  his  hands. 
Abraham  Lincoln 


Learn  to  derive  so  much  happiness 
from  the  service  you  render 
the  world  that  your  happiness 
will  communicate  itself  to  all 
you  rub  shoulders  with  in 
your  journey  through  life. 
R.C.  Forbes 


Loneliness  is  something 
you  can't  walk  away  from. 
William  Feather 


The  psychic  task  which  a  person 
can  and  must  set  for  himself 
is  not  to  feel  secure  but  to  be 
able  to  tolerate  insecurity. 
Erich  Fromm 


Do  not  speak  of  your  happiness  to 
one  less  fortunate  than  yourself. 
Plutarch 


The  test  of  a  man's  or  woman's 
breeding  is  how  they  behave 
in  a  quarrel. 

George  Bernard  Shaw 


There  is  nothing  more 
fragile  than  civilization. 
Havelock  Ellis 


Moving  parts  in  contact  require 
lubrication  to  avoid  excessive 
wear.  Honorifics  and  formal 
politeness  provide  lubrication 
where  people  rub  together. 
Often,  the  very  young,  the 
untraveled,  the  naive,  the 
unsophisticated  deplore  these 
formalities  as  "empty," 
"meaningless,"  or  "dishonest," 
and  scorn  to  use  them.  No  matter 
how  pure  their  motives,  they 
thereby  throw  sand  into  the 
machinery  that  does  not 
work  too  well  at  best. 
Robert  Heinlein 


Be  kind  and  considerate  to  others,  de- 
pending somewhat  upon  who  they  are. 
Don  Herold 


The  starting  points  of  character 

and  destiny  in  the  young 

begin  with  home  environment  and 

outside  associations. 

Henry  F.  Banks 


To  be  great  is  to  be  misunderstood. 
Ralph  Waldo  Emerson 


If  you  have  know  ledge,  let 
others  light  their  candle  at  it. 
Margaret  Fuller 


Happiness  was  born  a  twin; 
Byron 


It's  surprising  how  many  persons 
go  through  life  without  ever 
recognizing  that  their  feelings 
toward  other  people  are  largely 
determined  by  their  feelings  toward 
themselves,  and  if  you're  not 
comfortable  within  yourself,  you 
can't  be  comfortable  with  others. 
Sydney  J.  Harris 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  arc 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text  .  . 


Sent  in  by  Ambrose  Owen.  Waupaca. 
Wis.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  sender, 

of  texts  used. 


Trust  not  in  oppression,  and  become 
not  vain  in  robbery:  if  riches  increase, 
set  not  your  heart  upon  them. 
Psalms  62: 10 
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The  Look  Of  Success 


'  ;  


This  spring,  be  successful  in  the  Bentley  by 
Botany  '500'.  Its  lightweight  classic  blend  of  55% 
Dacron"  Polyester/45%  Worsted  Wool  will  keep 
you  cool  through  hot  summer  days  and  heated 
boardroom  meetings. 

The  Bentley.  One  of  Botany  '500's  elegant 
spring  designs;  master  crafted  and  priced  to  allow 
you  to  assemble  a  complete  wardrobe  so  you  look 
successful  every  day  of  the  week.  Priced  about  $165. 


Botany  '500'.  We  Look  Successful  Because  We  Are. 


Botany  '500'  1290  Avenue  of  the  Americas,  Suite  1264,  New  York,  NY  10019  •  (212)  581-6700.  Phone  for  the  quality  dealer  nearest  you. 


Hie  smoker's  guide 


to 


F  AV 


77 


low-tar  cigarettes* 


With  all  the  controversy  about  smoking  going  on,  lots  of  smokers  are  deciding 
t  switch  to  low-tar  cigarettes. 

But  which  low-tar  cigarette  should  a  switcher  switch  to? 
Well,  here's  an  easy  guide  to  follow. 

First,  there  are  those  so-called  new  cigarettes  claiming  scientific  breakthrough 
Id  hyped-up  flavor.  Unfortunately  there's  nothing  very  revolutionary  about  the 
ay  they  taste. 

Next  there  are  those  brands  that  promise  nothing  but  low- tar  numbers. 
Ihey're  fine  if  low  numbers  are  all  you  want.  Because  their  scientific  filters  work  so 
!  ell,  they  filter  out  most  of  the  taste. 

Fortunately  there  is  an  alternative, 
antage.  The  low-tar  cigarette  that's 
ifferent  from  all  the  others. 

From  the  very  beginning  Vantage 
Tas  designed  to  deliver  flavor  like  a 
41-flavor  cigarette  with  less  tar  than 
)7o  of  all  cigarettes.  So  forget  all  those 
npty  promises  and  go  with  the  real 
wor  of  Vantage. 

It  will  probably  turn  out  to  be  the 
\ly  low-tar  cigarette  you'll  enjoy. 


Regular,  Menthol, 
and  new  Vantage  100's. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


fiETNOLOS  T08ACCO  CO. 


FILTER:  10  mg.  "tar". 0.7  mg.  nicotine,  MENTHOL  11  mg."tar", 
0.7  mg.  nicotine,  av.  per  cigarette,  FTC  Report  DEC.  76, 
FILTER  100's :  11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette,  by  FTC  method. 
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your  company's  money  being  held 
prisoner  by  a  rent  a  car  company? 

Locking  up  money  is  not  what 
a  smart  economist  means  by  "fiscal 
restraint."  So  we  at  Avis  invented  a  key 
to  unlock  it.  The  Wizard  of  Avis. 
Here's  how  it  works. 
Lots  of  other  car  rental 
companies  wait  until  the  end  of  the 
year  to  give  your  company  its 
volume  discount. 

Your  money,  in  other  words, 
s  is  rebated  at  the  end  of  the 
contract.  This  rebate  can 
ount  to  as  much  as  $50,000  or  more  depending  on  your  volume. 
We  at  Avis  believe  that  your  money  should  be  gathering 
erest.  Not  dust. 

So  our  Wizard  of  Avis  computer  factors  your  volume  discount 

0  the  rental  rate  at  the  time  of  every  transaction. 
The  result  is  obviously  better  cash  flow  for  you. 

This  same  concern  for  efficiency  that  drove  us  to  develop  our 
count  program,  pushed  us  ahead  in  other  areas  too. 

Extra-fast  service  for  business  travelers  with  Wizard 
mbers,  and  a  choice  of  three  flexible  billing  plans  to  simplify 
:ounting  and  clerical  work,  are  just  two  ways  in  which  Avis 

1  help  your  business  save  time  and  money. 

So  if  you're  tired  of  having  your  money  locked  up,  why  not 
1  Avis?  Putting  money  behind  bars  in  today's  economy  is  a  crime, 
r  details  about  our  programs  call  our  Director  of  Commercial  Sales  at 
3-645-6070  or  write  him  at  Avis  Rent  A  Car  System, 
:.  at  900  Old  Country  Road,GardenCity,N.Y.  11530. 

Rent  A  Car  System.  Inc  •  ,  ,  1  . 

We  try  harder. 

lew  York  State,  call  516-222-3565.  Avis  rents  all  makes ...  features  cars  engineered  by  Chrysler. 


AVIS 


The 
stest  duplicator 

in  theWfest. 

And  the  East.  And  the  North.  And 
the  South. 

The  Xerox  9200  Duplicating  System. 

Just  push  some  buttons  and  the  9200 
will  automatically  feed,  cycle,  reduce  and 
sort  a  virtually  limitless  number  of  complete 
sets  at  the  incredible  speed  of  2  pages  a 
second.  Which  means  it  can  get  a  lot  more 
done  in  a  lot  less  time. 

So  now,  everyone  in  your  office  can 
have  copies  of  multi-page  documents, 
proposals,  even  booklets  in  their  hands 
faster  than  ever  before. 

In  fact,  the  Xerox  9200  is  so  productive 
on  jobs  like  these  there  isn't  a  duplicator  in 
town  that  can  stand  up  to  it. 

Whether  it's  9  o'clock  in  the  morning 
or  high  noon. 

XEROX 


XEROX*  .ind  V2M>»  itc  ccjJcmjrk.  of  XEftOX  CORPORATION 


Forbes 


Editor:  James  W.  Michaels 
Managing  Editor:  Sheldon  Zalaznick 
Art  Director:  Ed  Wergeles 

Executive  Editors:    Dero  A.   Saunders,  James 

Cook 

Economics  Editor:  Ben  Weberman 
Senior  Editors:  Ruth  M.  Gruenberg,  Robert  J. 
Flaherty,  Howard  Rudnitsky,  Jefferson  Grigsby 
Associate    Editors:    William    Reddig,  Clothield 
Spencer,  Malcolm  S.  Forbes  Jr.,  Paul  W.  Sturm 
Staff  Writers:  Paul  Gibson,  David   L.  Warsh, 
Harold  Seneker,  James  O'Hanlon 
Reporters:  Lawrence  Minard,  Esther  Dyson, 
Phyllis  Berman,  Paul  Blustein,  William  Schmick, 
Susan  Chace 

Assistant  Editor:  Betty  Franklin 
Statistical     Department:     Editor,     Robert  M. 
Sterenson;  Associate  Editor,  Donald  E.  Popp; 
Edward    Sakalian,    Maria    M.    Latorraca,  Ann 
Oliver,  Steven  Markman 

Reporter-Researchers:  Richard  E.  Smith,  Breeze 

McMennamin,  Sally  Hardesty,  Elizabeth  Bailey, 

Sharon  Reier,  Hope  T.  Ludlow,  Steven  Solomon, 

Flora  S.H.  Ling,  Thomas  Jaffe 

Copy   Department:    Chief,   James  Henderson; 

Dolores  Guilhot,  Nanci  Hollas 

West  Coast   Bureau:   Ellen    Melton,  Manager; 

Kathleen  K.  Wiegner,  Harold  D.  Watkins 

Washington    Bureau:   Jean   A.    Briggs,  Marcia 

R.  Berss 

European   Bureau:   Geoffrey   Smith,  Manager; 

Marilyn  Dammerman 

Southwestern  Bureau:  James  Flanigan 

Art  Department:  William  E.  Galbreath,  Roger 

Zapke,  Assistant  Directors;  Nikki  Frost 

Columnists:  Heinz  H.  Biel,  Lucien  O.  Hooper, 

Thomas  P.  Murphy,  Stanley  W.  Angrist 

Director  of  Production:  John  J.  Romeo; 

Assistants,  Robert  M.  Rosengarten,  Edward  B. 

Morgan,  Leonard  L.  Seidl,  Diane  B.  Freeman, 

James  Finch 

Wire  Room  Manager:  James  Cianelli; 
Assistant,  Vincent  Loccisano;  Arthur  Petz 
Advertising  Production:  Patricia  Deckelnick 
Librarian:  Dolores  A.  Lataniotis; 
Clarita  Jones,  Santiago  Alvarado,  Gloria  Katz 


President  and  Editor-in-Chief:  Malcolm  S.  Forbes 

Publisher:  James  J.  Dunn 

Executive  Vice  President:  Leonard  H.  Yablon 

Vice  President  and  Secretary: 

Malcolm  S.  Forbes  Jr. 

Vice  President  Administration:  Peter  Kiers 
Vice  President-Treasurer:  Leonard  Greenberg 
Controller:  Joel  B.  Redler 
Director  of  Advertising: 
Stephen  G.  Nicoll 

Director  of  Sales  Promotion  and  Research: 

Wm.  Donald  Garson 

Director  of  Circulation  Promotion: 

John  M.  Thornton 

Director  of  Circulation  Administration: 

James  A.  Haworth 

Director  EDP:  Jerome  Hoffman 

Advertising  Representatives: 

New  York:  60  Fifth  Ave.,  10011, 

Peter  M.  Schoff,  Mgr., 

Arnold  J.  Prives,  Fin.  Adv.  Mgr., 

William  R.  Arnold,  Dir.,  Spec.  Proj., 

George    C.    Clissold,    Donald    W.  MacDonald, 

G.  Croft  Henry,  Charles  S.  Thorn  Jr.,  H.  Duncan 

McMillan 

Atlanta:  550  Pharr  Rd.  N.E.,  30305, 

Don  L.  Uhlenhopp,  Mgr. 

Chicago:  435  N.  Michigan  Ave.,  60611, 

Richard  W.  Reynolds,  Mgr., 

James  H.  Mallon,  Fred  H.  Wellington 

Cleveland:  Suite  501,  The  Leader  Building, 

44114, 

James  B.  Norton,  Mgr. 

Detroit:  2401  West  Big  Beaver  Rd., 

Troy,  Mich.  48084, 

Richard  E.  Forbes,  Mgr. 

Los  Angeles:  5900  Wilshire  Blvd.,  90036 

Robert  L.  Kimmerle,  Mgr. 

San  Francisco:  625  Market  St.,  94105 

John  B.  Cunningham,  Mgr. 

Dallas:  2660  LTV  Tower,  75201,  Donald  R. 
Brown 

Classified:  Sarah  Madison 

60  Fifth  Avenue,  New  York,  N.Y.  10011 

Phone:  212-675-7500 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave.,  New  York,  N.Y.  10011 


PAID  CIRCULATION  OVER  650,000 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


Side  Lines  

Corporate  Cost  Of  Living 


According  to  official  figures  for  the 
Consumer  Price  Index,,  it  takes 
$1.78  to  buy  what  $1  would  have 
bought  in  1967.  So  we  say  we've 
had  78%  inflation,  6%  a  year.  But  if 
what  you  are  buying  is  not  for 
consuming  but  for  plant  and  equip- 
ment, inflation  has  been  far  greater. 
A  single  item:  In  1967,  a  cross- 
tie— the  chunk  of  wood  that  holds 
the  two  pieces  of  railroad  track  to- 
gether—cost $4.52;  this  year  it  costs 
$11.89.  So  the  Railroad  Tie  Index 


1972,  $400,000  now.  Annual  " 
nation"  rate:  32%. 

Getting  back  to  railroad  equip- 
ment, UP  is  paying  $560,000  per 
copy  this  year  for  90  new  locomo- 
tives; essentially  the  same  locomo- 
tive cost  $317,000  in  1972.  Annual 
inflation  rate:  15.3%. 

Sure,  $500  million  sounds  like  a 
lot  of  money.  But  is  it?  Edward  H. 
Harriman's  syndicate  bought  the 
whole  Union  Pacific  property  in  the 
1890s    for    $81,536,290.49.  That 


Rail  Maintenance  Car:  Evidence  everywhere  of  runaway  inflation. 


is  up  163%,  twice  the  rise  in  the  CPI. 

Any  wonder  that  business  has 
been  reluctant  to  spend  capital 
dollars? 

Senior  Editor  Robert  J.  Flaherty 
uncovered  the  facts  about  railroad 
cross-ties  in  researching  his  cover 
story  on  Union  Pacific  Corp.  (it 
starts  on  page  37 ) .  Everywhere  in 
UP's  $500-million  capital  budget  is 
evidence  of  similar  runaway  infla- 
tion in  capital  costs.  For  example, 
the  capital  investment  needed  to 
produce  an  additional  ton  of  coal 
capacity  has  increased  50%  since 
1972,  from  $10  a  ton  to  $15.  Take 
those  huge  dragline  machines  UP 
buys  for  the  strip-mining  of  coal. 
They  ran  about  $8  million  each  five 
years  ago;  now  they  are  $13  mil- 
lion to  $14  million  each— an  11% 
annual  inflation  rate,  compared 
with  7.4%  for  the  CPI. 

Another  "inflationary"  cost  for 
UP:  pre-operating  environmental 
costs  required  for  a  new  coal  mine; 
these  cost  $100,000  per  mine  in 


amount  today  would  finance  just 
two  months'  capital  spending.  For 
an  additional  $20  million,  Harri- 
man  completely  modernized  the 
property. 

We  cite  these  figures  to  give 
critics  of  business  something  to 
think  about.  They  talk  about  "ob- 
scene" profits  by  oil  companies  and 
others.  Our  question  to  these  crit- 
ics is  simply  this:  How  is  business 
to  finance  the  swelling  costs  of  cap- 
ital expansion  and  modernization 
unless  profits  grow  apace? 

Union  Pacific  profits  have  been 
growing  fast  enough  to  permit  it 
to  spend  big  money  to  keep  up 
with  the  times.  But  business  as  a 
whole  hasn't  been  nearly  so  well- 
placed.  Over  the  past  decade, 
corporate  aftertax  profits  have 
grown  at  an  annual  average  rate 
of  only  5.5%,  far  less  than  the  8.6% 
annual  rate  of  increase  in  the 
cost  of  capital  equipment.  Any 
wonder  that  capital  spending  is 
lagging?  ■ 
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UVEITI  S  NEW  LEXIKON  92C 
DOES  MORE  THAN  IBM'S 
5ELECTRIC  AND  EXECUTIVE 

COMBINED. 


The  Olivetti  Lexikon  92C  is  the  latest 
ition  to  our  incredibly  versatile  line  of 
kon  office  typewriters.  (The  others  are 
kon  90  and  90C.  The  "C"  stands  for 
rrecting.") 

The  new  Lexikon 

offers  the  advan- 
s  of  an  interchange- 
typing  element  and 
irrecting  feature,  like 
IBM  Selectric.Plus 
advantages  of  pro - 
ional  spacing  (which 
;es  typing  look  like 
ting),  like  the  IBM 
:utive. 

Olivetti's  correcting 
em  uses  a  dry  lift-off 
;  to  make  mistakes  invisible. 

Only  the  Olivetti  Lexikon  92C  offers 
)ortional  spacing  plus  2  other  spacing 
ces.  And  of  course,  we  offer  an  OCR  typ- 
ilement  that  turns  out  machine-readable 
cal  scanning  copy. 

And  Olivetti  is  also  available  with  a 
iv  writing  line  (up  to  Y7Vz  inches),  so  you 
type  on  extra  wide  paper  and  forms. 

In  addition,  all  of  the  Olivetti  Lexikon 
writers  offer  easier  alignment  for 
ections,  more  accurate  underlining 

no  waves.  And  because  the  writing 
it  stays  put,  typing  on  a  Lexikon  puts  less 
n  on  the  eyes.  What's  more,  the  slope 
le  keyboard  puts  less  strain  on  the 
?rs  as  well. 


And  that's  just  the  beginning.  However, 
there  just  isn't  space  here  to  describe  all  the 
unique  points  of  each  of  Olivetti's  Lexikon 
typewriters.  But  it  will  only  take  a  little  space 
in  your  office  for  you  to 
try  them. 

When  you  do,  rest 
assured  you  can  rely  on 
Olivetti  for  service.  First  of 
all,  the  Lexikons  are  man- 
ufactured right  here  in 
Harrisburg,  Pennsylvania. 
And  second,  we  couldn't 
expect  to  compete  with 
IBM  and  stay  in  business 
by  promising  you  more 
and  not  delivering.  After 
all, when  you  buy  an 
Olivetti  typewriter,  our  livelihood  is  entirely 
in  your  hands. 


Olivetti  Corporation  of  America 
500  Park  Avenue,  New  York,  N.Y.  10022 
Attn:  Office  Products  Division 

I'd  like  more  info  on  the  Lexikon  90  series  □ 
I'd  like  a  demo  □ 

Name  

Title  

Company  

Address  

City  


State 


Zip 


olivelli 


F-6  1  77 
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Vfe  like  flying747J 
as  much  as  you  do 


F»/VIV  AM 


V_L-> 


1    ,  _ 
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The  all 747airline  across  the  North  Atlantkfand  Pacific. 


According  to  the  most  recent  survey  by  the  Airline  Passengers  Association^  an  overwhelming 
majority  of  world  travelers  who  answered  chose  the  747  as  the  plane  they  most  preferred  to  fly. 

According  to  the  same  survey,  Pan  Am  was  the  airline  they  most  preferred  to  fly,  when 
traveling  abroad. 

Maybe  it's  that  Pan  Am  flies  more  747s  to  more 
places  in  the  world  than  any  other  airline.  Americas  airline  to  the  world. 

*  Except  for  707  service  to  Copenhagen  through  June  8.  See  your  travel  agen 

+ 1975  survey  results  are  based  on  a  17.000  mailing  to  A.P.A.  members  with  4.061  respondents  to  the  questionnair 
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n  The  Tea  Leaves 


I  After  over  a  year  in  purgatory  fol- 
lowing disclosure  of  its  bribes  to  Jap- 
anese politicians,  businessmen  and  oth- 
ers, Lockheed  Aircraft  Corp.  is  quiet- 
ly encouraged  that  the  wounds  to 

apanese  pride  from  the  revelations 
nay  be  healing.  Recently  the  Tokyo 
government  gave  the  nod  of  approval 

o  the  final  three  planes  of  an  order 
)y  All  Nippon  Airways  for  21  Lock- 
peed  L-1011  wide-bodied  transports. 
This  is  being  interpreted  as  a  signal 
:hat  the  Japanese  may  at  last  be  will- 
ing to  proceed  with  a  long-discussed 
jrder  for  50  to  100  antisubmarine  pa- 
trol aircraft  of  the  type  that  Lockheed 
builds  for  the  U.S.  Navy.  The  order, 
which  might  come  before  the  year's 
end,  could  mean  upwards  of  $300 
million  for  the  California  company. 

Pilfer  Proof? 

With  the  cost  of  paper  doubling 
over  the  past  two  years,  employees 
have  taken  to  using  corporate  bond 
paper  for  personal  uses  like  never  be- 
fore. To  curb  this  now  costly  slippage, 
some  English  organizations  are  em- 
ploying an  ancient  weapon:  the  wa- 
termark. As  early  as  1582,  King  Henri 
III  of  France  used  watermarks  as  a 
means  of  imposing  an  excise  tax  on 
paper  producers.  Now  corporations 
find  that  watermarks,  which  have  an 
initial  cost  of  slightly  over  $1,300  but 
virtually  no  continuing  cost,  are  one 
way  of  imposing  a  potential  legal  tax 
on  thieves.  The  Greater  London 
Council  (London's  city  government) 
reports  pilferage  down  7%  since  wa- 
termarks began  to  be  used  in  GLC 
bond.  Besides,  the  bond  looks  classier. 


 Business 

New  Detroit  Weight  Reducer 

Auto  manufacturers  may  have  an- 
other way  to  cut  vehicle  weight  and 
thus  meet  the  government's  ever 
tougher  miles-per-gallon  requirements. 
Ford  Motor  Co.  has  been  testing  a 
space-age  material  called  carbon- 
graphite  fibers— the  same  extra-light- 
weight stuff  used  in  premium-priced 
tennis  rackets  and  golf  clubs— and  is 
enthusiastic  about  this  stronger-than- 
steel  composite.  Union  Carbide,  the 
largest  manufacturer  of  the  fibers, 
even  dreams  of  saving  up  to  2,000 
pounds  per  car.  The  main  drawback, 
as  usual,  is  cost.  First  developed  for 


Foreign  spacecraft  in  the  1950s,  carbon-graph- 
ite  fibers  ran  over  $500  per  pound. 
The  average  price  is  now  down  to  $32, 
with  Carbide's  new  Thornel  Type  P 
running  only  $20.  Ford  says  it  is  wait- 
ing for  a  $5-to-$10-per-pound  price. 


More  GNP,  Less  Ml 

It  used  to  be  possible  to  estimate 
the  growth  in  the  money  supply  need- 
ed to  support  a  given  amount  of 
growth  in  the  gross  national  prod- 
uct. But  banking  innovations  and 
changes  in  financial  regulations  have 
made  a  given  Ml  (currency  plus  de- 
mand deposits)  compatible  with  a 
higher  GNP  than  before.  Last  year 
Ml  was  about  two  percentage  points 
below  what  could  have  been  expected, 
as  business  savings  accounts,  NOW 
(negotiated  orders  of  withdrawal) 
accounts,  mutual  savings-bank  de- 
posits, and  money-market  mutual 
funds  all  served  to  increase  the  veloc- 
ity of  demand  deposits.  This,  plus  the 
increased  ease  of  telephone  transfers 
and  pre-authorized  transfers  between 
time  and  demand  deposits,  meant  less 
need  for  growth  in  Ml. 

Skeletons  On  The  Tracks 

With  its  piggyback  traffic  doubling 
since  1968,  the  Santa  Fe  Railway  has 
introduced  an  experimental  skeleton- 
type  car  (see  photo)  designed  specif- 
ically to  haul  highway  trailers  at  low- 
er energy  and  materials  costs.  Nick- 
named "The  Six  Pack,"  it  is  14%  cheap- 
er to  build  and  35%  lighter  than  flat 
cars  of  equal  capacity.  Hence  a  new 
train  traveling  roundtrip  from  Chicago 
to  Los  Angeles  with  100  trailers  would 


SPRAY  ROOFS  wifftoai 
costly  contractors 

You  can  borrow  a  labor-saving  Randustrial® 
Roof  Spray  Kit  to  resurface  your  plant  roofs 
with  professional  results  and  up  to  50%  or 
more  in  savings.  Our  Roofing  Consultants  will 
provide  jobsite  instruction  on  the  procedure 
which  is  so  simple  that  a  three-man  crew  of 
your  maintenance  men  can  do  the  job. 
Inquire  for  further  information  and  a  copy  of 
our  FREE  64  page  Maintenance  Catalog,  or 
call  us  collect  at  (216)  283-0300. 


Please  send: 

□  Full  details  on  Roof  Spray  System 

□  FREE  64  page  Maintenance  Catalog 

Name,  Title  

Company  

Address  

City  


State,  Zip_ 
Telephone . 


Randustrial .  Corporatii 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave. /Cleveland,  Ohio  44120 
Telephone  (216)  283-0300 


r  1 

CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F  1826 
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The  nation's  improving  economy  is 
only  part  of  the  reason  for  our  record 
intermodal  loadings -21%  higher  than 
the  national  average.   More  important 
are  SP's  innovations  in  rates,  schedules 
and  services  for  intermodal  shippers. 

For  example,  our  working  arrange- 
ments with  steamship  lines,  to  provide 
an  overland  link  between  ocean  routes 
and  markets  in  the  U.S.,  increased  our 


"mini-bridge"  intermodal  traffic  by 
85%  last  year. 

And  in  1977,  we're  offering  greater 
efficiency  and  dependability.  We've 
improved  and  expanded  several  inter- 
modal terminals,  and  construction 
will  begin  this  year  on  a  new  and 
enlarged  facility  at  Memphis,  Tennessee. 

But  better  railroad  services  are  only 
a  part  of  SP's  total  commitment  to  a 


ISPsir 
■ 


reducing  areas  to  markets  in  six 
n  states. 

coast-to-coast  communications 
ny— SP  Communications— now 
arly  8,000  circuits  installed, 
y  the  needs  of  over  800  business 
ibers  with  innovative  services 
petitive  rates. 

1  SP's  industrial  development  and 
1  resource  activities  not  only 


provide  environmentally  sound  sites  for 
needed  industrial  growth  in  the  area 
we  serve,  but  manage  thousands  of  acres 
of  western  forest  for  perpetual  yield, 
under  the  most  advanced  principles  of 
modern  silviculture. 


In  every  phase  of  our  operations,  SP 
people  provide  the  nation  with  the  most 
efficient,  reliable,  economical  services 
possible.  Today  — and  tomorrow. 


Southern  Pacific. 

We're  making  tracks  for  the  future. 


"New  York  and  I 
just  can't  say  goodnight'.' 

I  come  here  fen, 
twelve  rimes  o  year,  and 
I  still  can't  get  enough. 
What  a  city!  There's 
always  something  new  to 
see.  New  York  and  I  just  can't  say 
goodnight. 

The  Diltmore  helps.  It's  in  the  middle 
of  everything.  So  when  I  finally  have 
to  say  goodnight,  I  don't  have  to  say 
goodbye.The  lobby  Under  The  Clock, 
even  my  room  feels  like  New  York. 

And  next  morning,  get  this:  four  dif- 
ferent places  to  have  breakfast  right 
here  in  the  hotel! 

Then,  when  it's  time  to  go,  and 
I'm  late  for  my  plane  (again),  I  don't 
have  to  check  out.  I  just  leave  my 
key,  and  they  bill  me  later.  I  like  that. 

Once  I  came  to  New  York  and 
stayed  in  one  of  those  Anywhere 
hotels.  Once.  That 
was  enough. 


The  Siltmore 

43rd  and  Madison 
(80Q)  221-2690.  In  New  York  State  call 
(800)  522-6449  In  the  city.  661-1717. 

Call  your  corporate  trovel  office  or  travel  agent. 
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save  some  5,200  gallons  of  diesel  fu^ 
Santa  Fe  carried  220,000  trailers  la 
year,  up  30%  from  1975. 

The  Return  Of  The  Writer 

Writing  was  definitely  back  in  sty 
in  1976,  which  was  good  news  to  tl 
makers  of  writing  gear.  Sales  at  t 
manufacturers'  level  rose  15%,  to  $54 
million,  equivalent  to  over  $1  billic 
at  retail.  The  $219-million  ballpoiij 
pen  market  led  the  rebound  from 
disappointing  1975  with  a  20%  gai 
in  sales  volume.  Pencil  shipments  an 
sales  both  reached  new  records— shifj 
ments  of  16  million  gross  for  sales  (j 
$70  million,  up  15%.  The  strong  pei 
formance  of  pencils  was  partly  the  re 
suit  of  a  modest  price  rise— only  1/1 
to  $4.61  per  gross.  Mechanical  pen 
cils  did  well  too— a  26%  increase  o 
sales  of  $35.9  million.  Gains  wen 
good  even  in  the  gift-market  sector 
Fountain  pen  sales  rose  14%. 

Enter  The  Pouch 

The  latest  entry  into  the  food-pack) 
aging  derby:  Continental  Group  anc 
Reynolds  Metals  are  both  introducin) 
flexible  food  pouches  like  those  useo 
by  the  Apollo  astronauts— aluminum 
foil  with  an  outer  layer  of  polyeste) 
and  an  inner  layer  of  modified  poly] 
olefin.  Pouched  food  needs  less  ster 
ilizing  and  thus  undergoes  less  tastj 
change  than  canned  foods.  It  also  rei 
quires  no  refrigeration  and  can  bfl 
cooked  simply  by  putting  the  pouch1 
in  boiling  water.  Food  processors  sav^ 
on  both  storage  and  shipping  costs! 
Pouched  foods  are  now  cost-competj 
itive  with  frozen  foods,  and  should 
be  so  with  cans  in  about  two  years] 
Already  a  $171-million  market  in 
Japan,  pouched  foods  should  be  avail-) 
able  in  the  U.S.  by  the  year's  end  all 
retail  prices  just  under  frozen  foods. 

Wanted 

Rewards  of  $100  to  $1,000  are  beJ 
ing  offered  by  the  Boston  &  Maine  foil 
information  leading  to  the  arrest  andj 
conviction  of  the  vandals  and  thievesl 
who  have  beset  the  railroad.  Shades* 
of  the  Old  West?  Not  really.  Lastl 
year  the  B&M,  primarily  a  freight  car- 
rier that  also  runs  a  commuter  line  in! 
the  suburban  Boston  area,  paid  outl 
$1.3  million  in  damage  claims  and  had1 
54  of  its  riders  injured  by  rocks  and  I 
botdes.  These  bandits  also  vandalize 
automobiles  and  pilfer  tire  and  liquor 
shipments.  And,  for  laughs,  they  may 
build  a  snowman  with  railroad  ties  in 
his  belly  on  a  curve  in  the  track.  ■ 
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Compared  To  The  New 
Savin  780-Most  Xerox 
Copiers  Are  Overrated 


The  people  who  manufacture  copiers  rate  the  speed  of  their  machines  by  how  fast  they  make  many  copies 
from  the  same  original.  Speeds  of  40  or  even  60  copies  per  minute  are  not  unusual.  But,  that's  not  the  way 
most  people  usually  copy.  Most  people  make  a  few  copies  from  several  different  originals  at  a  time.  And, 
the  time  it  takes  to  do  that  is  the  "real"  speed  of  any  copier. 


We  Get  It  Out  As  Fast  As  You  Get  It  In 

The  new  Savin  780  plain  paper  copier  is  "rated" 
at  20  copies  per  minute.  And,  in  fact,  it  will  make 
a  copy  of  20  different  originals  in  one  minute.  Our 
machine  has  a  document  feed  that  automatically 
positions  and  transports  each  original  through  the 
copier,  delivering  clean,  clear,  needle  sharp 
copies  every  time.  There  are  no  buttons  to  keep 
pushing,  no  covers  to  keep  opening  and  closing  — 
no  shuffling  of  papers. 

Speed  Is  Not  A  Substitute  For  Productivity 

Xerox  offers  a  variety  of  machines  with  a  variety 
of  speeds.  But  with  most  of  their  convenience 
copiers  you  have  to  put  up  with  the  inconvenience 
of  opening  and  closing  covers,  positioning 
originals,  pushing  buttons,  etc.  The  result  is  that 
the  benefit  of  their  speed  is  dissipated  over  the 
time  wasted  getting  the  work  in.  And,  their 
productivity  falls  dramatically,  as  the  chart  below 
indicates. 


Savin 
780 

Xerox 

3100      2400     4000  3600 

Mfg.  "rated" 
speed 

20cpm 

20cpm  40cpm  45cpm  60cpm 

Real  Speed  Single  Copy: 

1  Original 

2  Originals 

3  Originals 

4  Originals 

5  Originals 

4.5  sec. 

7.5  sec. 
10.5  sec. 
13.5  sec. 
16.5  sec. 

13  sec.    14  sec.    11  sec    12.5  sec. 
26  sec.   28  sec.    22  sec.  25  sec. 
39  sec.   42  sec    33  sec.  37.5  sec. 
52  sec    56  sec.   44  sec.  50  sec. 
65  sec.   70  sec.   55  sec   62.5  sec. 

Result  — Maximum  Originals  Handled  Per  Minute 

20           5           4           5  5 

fflTj 


SAVIN 
BUSINESS 
MACHINES 
CORPORATION 


Real  Speed  Is  Not  The  Only  Real  Benefit  In  The 
Savin  780 

Paper  handling  devices  have  been  available,  as  an 
option,  for  many  years.  With  the  Savin  780  it's 
standard.  In  addition,  for  more  money  most 
copiers  allow  you  to  add  on  a  sorter  attachment. 
With  the  Savin  780  you  don't  need  one.  Our 
machine  returns  the  originals  and  copies  to  you, 
collated.  To  copy  books,  periodicals,  and  other 
oversized  originals,  you  simply  lift  the  document 
feed  and  push  the  print  button. 

Trade  up  to  the  new  Savin  780,  today.  You'll  not 
only  get  more  for  your  money  — you'll  spend  less 
to  do  it.  Contact  your  nearest  Savin  representative 
or  fill  out  the  coupon  below. 


r  1 

Savin,  Valhalla,  N.Y.  10595  F761 

□Please  provide  additional  information  about  the 
Savin  780  plain  paper  copier. 

Name/Title  

Firm  Name  

Telephone  

Address  

City  State  Zip  


@Savin,  Savin  logotype  and  Savin  780  are  registered  trademarks  of  Savin  Business 

Machines  Corporation. 
"Xerox  Xerox  3100.  2400.  4000  and  3600  are  registered  trademarks  of 

Xerox  Corporation 


The  Ultimate 
Cigar. 

Like  every  Macanudo  cigar,  a  Maca- 
nudo  Baron  de  Rothschild  is  hand- 
made in  Jamaica  from  superb  tobac- 
cos nurtured  in  the  finest  growing 
areas  throughout  the  world. 

This  accounts  for  its  extraordinary 
aroma  and  taste,  and  explains  why 
so  many  discriminating  smokers 
consider  Macanudo  as  fine  a  cigar  as 
there  is  in  the  world. 


Readers  Say 


Not  Worth  Much? 

.Sir:  Re  your  report  on  New  Zea- 
land and  our  Prime  Minister  Muldoon 
(Fact  and  Comment,  Mar.  15).  I 
liked  it  all,  except  the  bit  where  he 
says  that  politically  appointed  am- 
bassadors -are  just  splendid.  By  im- 
plication, career  diplomats  like  myself 
are  not  worth  much!  I  think  New 
Zealand's  track  record  over  the  years 
would  prove  the  opposite.  However, 
he  is  entitled  to  voice  his  opinion. 

-Lloyd  W I nte 
Ambassador, 
New  Zealand  Embassy 
Washington,  D.C. 


Not  Giving  Up  Hope 

Sir:  Re  your  cover  story  concern- 
ing the  Caribbean  (May  I),  particu- 
larly your  remarks  concerning  Jamai- 
ca. As  a  house  owner  in  Tryall,  Ja- 
maica, I  have  not  given  up  hope.  I 
believe  that  Mr.  Manley  and  those 
surrounding  him  are  very  conscious  of 
the  necessity  of  tourists,  both  from 
the  point  of  view  of  employment  and 
of  loreign  exchange.  It  may  take  some 
time  to  restore  confidence;  I  hope  the 
public  will  realize  that  the  end  of  the 
world  has  not  necessarily  come. 

—John  M.  Scliifj 
Chairman, 
Kuhn,  Loeb  <b  Co. 
New  York,  N.Y. 

Sue  As  head  of  the  public  rela- 
tions agency  representing  the  Jamaica 
Tourist  Board,  I  winced  at  the  para- 
graph [where  you  said,  "The  seem- 
ing paranoia  of  some  recent  journal- 
ism in  alleging  an  emerging  Marxist- 
Leninist  Cuba-Jamaica-Guyana  axis 
does  not  seem  entirely  unfounded"], 
but  your  comment  had  its  place  in  an 
objective  article.  You  presented  read- 
ers with  facts  many  of  them  will  not 
enjoy  reading. 

—Morton  Sontheimer 
Sontheimer  6-  Co. 
New  York,  N.Y. 


Sue  Them  Back 

Sue  In  "Contingency  Lawyer  Fees 
Are  Consummately  Evil"  (Fact  and 
Comment,  May  15)  you  conclude, 
"Surely  there's  a  better  way."  There 
are  two  better  ways.  First,  abolish  or 
severely  limit  contingency  lees.  If  a 
poor  man  has  a  legitimate  complaint 
recjuiring  civil  litigation,  let  the  tax- 
payers supply  him  with  a  public  civil 
attorney.  Then  require  all  attorneys 
to  work  for  an  hourly  or  piecemeal 
fee,  just  as  all  other  professionals  do. 


Second,  penalize  the  attorney  whd 
files  a  meretricious  suit.  Let  the  in 
jured  defendant  sue  him.  I  did. 

—Leonard  Berlin,  A/.D 
Wilmctte,  III. 


Cost  Of  Contacts 

Sin:  Re  "Shifting  Channels"  (May 
1).  I  cannot  believe  you  really  think 
that  retail  merchants  employing  min- 
imally trained  opticians,  "who  do  not 
demand  the  kind  of  money"  doctors 
expect,  could  provide  any  degree  of] 
safe  follow-up  care  after  the  lenses 
have  been  dispensed.  Lenses  are  often 
changed  weeks  or  months  after  the 
original  fitting.  Even  in  those  states 
where  opticians  may  legally  fit  con- 
tacts, patients  are  referred  back  to 
the  prescribing  doctor  (optometrist  or 
ophthalmologist)  for  continued  moni- 
toring of  the  cornea. 

-R.A.  Koetting,  O  D. 
Contact  Lens  Chairman, 
American  Optometric  Association 
SI.  Louis,  Mo. 

Most  consumers  could  save  some 
money  ivere  they  to  take  their  oplome- 
Irisfs  or  ophthalmologist's  prescription 
to  an  optician.  Nowhere  did  tee  say 
-nor  do  we  believe— thai  std>se<pirnt 
checkups  arc  unnecessary— -Ed. 

Sim:  Your  article  reminds  me  of  the 
old  story  about  the  very  successful 
small-town  optometrist  who  was 
teaching  his  son  the  business.  The 
lather  said,  "When  the  glasses  are  de- 
livered to  the  customer  and  the  cus- 
tomer asks  the  price,  say,  '$35';  if  the 
customer  doesn't  seem  surprised,  then 
add,  'for  the  lens';  if  the  customer 
still  doesn't  seem  too  displeased,  then 
add,  'each.'  " 

—Joseph  J.  Snyder 
Sepulvcda,  Calif. 

SlR:  A  nationally  recognized  pro- 
fessional fitter  has  estimated  that  only 
5%  to  15%  of  patients  needing  vision 
correction  are  soft-lens  candidates.  A 
large  fraction  of  all  contact  lenses  dis- 
pensed ultimately  reach  the  ir  final 
resting  place  in  a  dresser  drawer.  Most 
optometrists  and  ophthalmologists  re- 
quiring vision  correction  wear  spec- 
tacles, not  contacts. 

-Seth  Boorstcin,  O.D. 
Newton,  Mass. 

Saccharin  Controversy 

Sir:  Re  "Don't  Ban  Saccharin— Ban 
Dumb  Laws"  (Fact  and  Comment, 
May   I).  My  grandfather  once  told 
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If  you  designed  a 
distribution  system  to 
serve  the  Southwest, 

it  would  he  Dallas,  location,  and  with  its 

excellent  distribution  network,  you  can  quickly  reach  any  part  of  the 
nation's  fastest  growing  market,  the  Southwest.  Or,  for  that  matter,  any  part 
of  the  world. 

Transportation  facilities  have  been  a  key  to  the  tremendous  growth  the 
Dallas  area  has  experienced. 
The  most  dramatic  example  is 
DFW  Airport,  already  the  world's 
fifth  busiest  even  though  only 
four  of  its  fifteen  planned 
terminals  have  been  built.  In 
addition,  Dallas  has  seven 
satellite  airports,  including  Love 
Field,  a  superb  business  aviation 
facility. 

But  air  is  just  part  of  the 
distribution  network  that  serves 
Dallas.  There  are  nine  major  rail 
lines;  forty-three  truck  lines;  and 
an  unequalled  Interstate 
Highway  network. 

As  the  preeminent  bank 
in  Dallas,  Republic  has  been 
essential  to  developing  this 
distribution  network.  As  we've 
helped  Dallas  grow  to  a  position 
of  national  and  international 
prominence,  we've  grown 
ourselves.  Until,  today,  our 
resources  exceed  $5  billion.  And 
we  provide  a  full  range  of 
banking  services  to  firms  doing 

business  in  local,  regional, national  and  international  markets. 

In  working  with  our  clients,  we've  helped  make  Dallas  the  distribution 
center  of  the  Southwest.  And  Republic  National  Bank_/s  Dallas. 

Republic  National  Bank 


is  Dallas. 


A  Republic 
of  Texas 
Company 


Member  FDIC 


Twenty  years 

of  success! 


"The  General  Electric  Company  recently  celebrated  20 
years  of  highly  successful  operation  in  Pinellas  County. 
Our  work  force  has  cooperatively  and  continuously  met 
every  goal  placed  on  the  plant.  We  have  1,200  people 
working  together  as  a  team  in  a  very  demanding  task  to 
produce  precision  products,  primarily  for  the  Energy 
Research  and  Development  Administration." 

Leo  Kiley 
General  Manager 

Pinellas  County  salutes  the  people  of  the  General  Electric 
Company  for  their  twenty  years  of  community  service.  We 
are  very  proud  of  our  industry.  For  more  information  on 
this  remarkable  area  of  Florida's  West  Coast,  contact  the 
Pinellas  County  Industry  Council. 


Pinellas 
County 
Industry  Council 

P.O.  Box  13000,  St.  Petersburg,  Florida  33733 
Telephone:  (813)  586-3507  F77 

Your  Name:  

Company :  

Address: 


City: 


State: 


Zip: 


In  cooperation  with  the  Division  of  Economic 
Development,  Florida  Department  of  Commerce. 


Readers  Say 


me  that  the  ancient  Romans  hj 
once  elected  and  sent  to  the  Roma 
senate  a  horse,  Equus  Superbus  Pi 
mus,  which  had  distinguished  itse 
in  war.  Please  note:  Romans  ha 
sent  a  whole  horse  to  the  senate.  W 
never  send  a  whole  horse  to  repn 
sent  us  in  Washington. 

—Stephen  T.  Morelan 
Grosse  Point e  Woods,  Mic) 

Sir:  You  mention  the  fact  th 
saccharin  has  been  around  for  8 
years.  Cigarettes  have  been  aroun 
for  300  years  and  it  took  us  that  Ion 
to  realize  they  were  not  good  for  ui 
You  comment  that  a  person  woul 
have  to  drink  800  12-ounce  cans  fl 
diet  soda  a  day  for  a  lifetime,  et 
This  type  of  testing  with  rats  is  don 
all  the  time.  It  has  proved  very,  ver 
reliable  in  the  past. 

—John  R.  Camem 
Seattle,  Wash 


Defer  Suicidal  Ventures 

Sir:  Your  sons  are  very  smart,  an<) 
I  am  glad  you  heeded  their  advia 
about  not  attempting  another  Atlantii 
balloon  fiasco  (Fact  and  Comment 
May  1).  Please  defer  any  suicida 
ventures  until  such  time  as  you  de 
cide  you  need  euthanasia. 

—Elizabeth  Brockmai 
St.  Petersburg,  Fla 

Sir:  I  hope  MSF's  decision  on  bal- 
looning does  not  reflect  a  change  ui 
his  editorial  policy  toward  conforminf 
with  mass  opinion. 

—Robert  S.  Divine 
Newport  Beach,  Calif, 

Sir:  I  find  great  relief  in  MSFs 
decision  not  to  make  another  attempt, 
I  enjoy  him  too  much  alive. 

—Peter  V.  Kappe 
Bridgeport,  Conn 

Sir:  It  is  a  rare  individual  who  truly 
has  the  courage   and  substance 
dream  the  impossible  and  then  make 
the  impossible  come  true.  I  can't  help1 
wondering  about  the  comments  B.C 
Forbes  might  have  had  for  his  off 
spring  should  they  have  presumed  to 
inform  him  in  1917  that  an  interna 
tional  financial  publication  was  an  asi 
nine  undertaking  and  that  if  he  per 
sisted,  he  would  undoubtedly  be  la 
beled  a  crackpot.  The  kids  are  wrong 
on  this  one.  Get  in  the  gondola,  Pop] 
we  won't  be  here  in  100  years  any 
way.  I'll  expect  a  wire  from  Europe 
—John  E.  Adkin 
Tempe,  Ariz, 
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>etween  19th  century  production  methods  and 

!0th  century  costs.  Now,  Harris  electronic  video 

/pewriters,  editing  terminals, 

ind  high-speed  phototypesetters 

ire  helping  to  set  them  free. 

Vrite  :  Harris  Corporation, 

>5  Public  Square,  Cleveland,  Ohio  44113 


f  you're  looking  at  your  communicatioi 

piece  by  piece... 


v 


The  Bell  System  recognizes  that  many  seemingly  unrelated 
business  problems  are  really  communications  problems  in  disguise. 

So  we've  provided  our  account  executives  with  the  skills  and 
equipment  they  need  to  take  a  company's  problems,  and  our  solutions 
to  them,  and  fit  them  together  into  a  total  communications  system. 


you're  missing  the 
whole  picture. 


For  we  firmly  believe  that,  in  solving  problems  for  companies 
ke  yours,  the  system  is  the  solution.  If  you  haven't  been  in  touch  lately 
rith  the  Account  Representative  from  your  local  Bell  company, 
oure  missing  something. 

The  system  is  the  solution. 


Bell  System 


He  taught  you  to  appreciate  the  finer  things  in  life. 

Make  him  glad  he  did. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


THE  ECONOMIC  SUMMIT'S  MOST  STUNNING  ACHIEVEMENT 

was  not  in  the  hopes  agreed  to,  and  not  even  in  the  rap-  Can  you  imagine  five  years  ago— or  even  two  years 

port  President  Carter  established  with  leaders  of  our  six  ago— the  Prime  Minister  of  a  British  Labor  government 

foremost  Free  World  allies.  or  the  heads  of  several  European  Socialist  party  gov- 

The  most  extraordinary  achievement  by  the  assembled  emments  declaring  to  their  people  and  to  the  world  that 

Seven  Heads  was  their  collective  conclusion  that  "infla-  inflationary  spending  is  not  a  cure  for  economic  problems?! 

tion  does  not  reduce  unemployment.  On  the  contrary,  You  know,  there  is  hope  for  the  world  when  even  the 

it's  one  of  its  major  causes."  Heads  begin  to  use  their  own. 

THE  NIXON  WATERGATE  INTERVIEW 

Only  money  I  guess  could  have  made  the  man  so  do  him- 
self in.  The  whole  broadcast  was  a  jolting  reminder  of 
how  appalling  the  White  House  Watergate  coverup  was. 

SOMETIMES  YOU  WONDER  WHY  CERTAIN  PEOPLE 

would  want  to  show,  never  mind  to  save,  their  face. 

FAME  AND  INFAMY 

are  not  always  that  different. 

STUFF  THE  PROPOSAL  TO  LEGALIZE  BALLOT  BOX  STUFFING 

By  sizable  majorities,  Americans  of  each  political  de-  Any  kid  who  wants  a  drink  before  he's  legal,  any  con- 
nomination— Democrats,  Independents,  Republicans— are  fidence  man,  any  false-check  passer  or  credit-card  faker- 
opposed  to  letting  any  and  all  Unregistered  vote  on  elec-  in  fact,  anyone  with  any  sense— knows  how  easy  it  is  to 
tion  day  merely  by  showing  some  form  of  "identification."  produce  "identification,"  thus  making  it  easy  to  bounce 
That  half-baked  Administration  proposal  is  halfway  from  poll  to  poll  to  poll  and  vote  as  many  times  as  there 
through  the  House,  and  we  better  hope  the  Senate  will  are  places. 

head  it  off  before  its  Pass.  Maybe  registration  for  national  elections  can  be  sim- 

Potential  for  abuse  is  so  great  it's  hard  to  see  how  such  plified  and  the  time  spent  on  it  vastly  shortened,  as  it 

a  measure  could  be  taken  seriously  by  elected  officials,  has  been  in  many  states.  But  anyone  who  cares  about 

Even  the  overwhelming  majority  of  the  unelected  can  in-  voting  shouldn't  object  to  a  system  that  insures  an  hon- 

stantly  spot  the  dangers  of  a  stuffed  box.  est  ballot. 

RALPH  NADER'S  NIHILISTIC  NATTERING 

Among  those  I'd  have  least  expected  to  dump  on  Car-  ADRIAN,  MICH.  ( UPI )  —President  Carter  ex- 

ter's  ringing  of  the  energy  tocsin  would  be  Ralph  Nader,  aggerated  the  sacrifices  that  Americans  will  be 

consumerism's  St.  George,  slayer  of  corporate  dragons.  His  asked  to  make  in  the  name  of  energy  conservation, 

comments  on  the  most  critical  crisis  facing  this  nation  Ralph  Nader,  the  consumer  advocate,  said  today, 

since  Pearl  Harbor  have  to  be  the  dumbest:  "It  really  involves  very  few  sacrifices  for  the  cor- 
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potations,  and  the  principal  sacrifice  for  consumers 
will  be  somewhat  higher  prices  over  the  next  few 
years,"  he  said. 

Speaking  at  a  Town  Hall  meeting,  Mr.  Nader 
also  said  that  he  did  not  really  believe  there  was 
an  energy  supply  crisis. 

"We  have  far  more  oil  and  gas  in  this  country 
than  the  oil  industry  is  officially  willing  to  recog- 
nize," he  said. 

"We  have  a  waste  factor  of  over  50  percent  in 
our  energy  consumption,  which  means  if  we  were 


efficient,  we  could  continue  economic  growth  for 
the  next  35  years  without  increasing  the  absolute 
amount  of  gas,  coal  and  oil  we  are  consuming 
now." 

Just  because  Ralph  Nader  has  found  it  better  to  ex 
aggerate  hugely  for  headline  purposes  his  accusation 
about  consumer  rip-offs,  I  guess  he  thinks  President  Car 
ter  is  doing  the  same  thing  on  energy. 

How  we  would  wish  it  were  so! 

But  anybody  who  thinks  we  don't  have  a  crisis  because 
the  precipice  is  a  few  years  away,  isn't  thinking. 


"CALL  ME  ANYTHING  BUT  'PROMISING'" 


If  you're  among  the  millions  graduating  these  days  from 
one  level  of  education  or  another,  ask  the  writers  in  year- 
books, your  teachers,  parents  and  friends  to  call  you  any- 
thing else  but  "promising"  .  .  .  What  a  burden,  nay,  a  curse, 
to  put  upon  anyone  who  is. 

In  the  arts,  sports,  education,  literature,  business,  politics, 


in  every  field  where  dreamy  Brains  and  brainy  Dreamers 
aspire  to  greatness,  life's  ranks  are  littered  with  the  walk 
ing  remains  of  those  who  once  showed  early  ability  and 
were  branded  Promising  at  Parchment  time. 

Graduates,  don't  let  anyone  blight  your  brightness  by 
heralding  it  on  Graduation  Day. 


EVEN  WORSE  THAN  KNOWING  NOTHING 


Recently  I  heard  this  observation  attributed  to  one  of 
Princeton's  deans:  ".  .  .  he  not  only  doesn't  know  anything 
—he  doesn't  even  suspect  anything." 


At  the  same  meeting,  another  educator  observed  about 
his  Course:  "It's  a  difficult  one  which  I  probably  couldn't 
pass  but  can  teach." 


ED  CARLSON'S  GOT  HIMSELF  A  WINNER 

When  UAL's  chief  turned  over  the  reins  of 
United  Air  Lines  to  Richard  Ferris  not  long  ago, 
most  everybody  wondered  how  this  former  hotels 
manager  and  food  services  specialist  could  cope 
with  the  problems  of  the  country's  largest  airline. 

Not  anymore. 

Now,  headhunters  for  a  couple  of  limping  air- 
lines are  scouring  hotel  executive  ranks  for  new 
heads.  And  a  similar  route  structure. 

DISNEY  WORLD 


A  good  part  of  Walt  Disney  Productions'  fortunes  ride 
with  the  earnings  of  this  Florida  investment,  involving 
funds  as  sizable  as  the  fantasy  land  created.  Judging  from 
a  recent  first  visit,  they've  got  another  Disney  money  ma- 
chine, a  mecca  for  kids  and  grownups  the  world  over. 

The  advertising  returns  for  RCA  and  its  Space  Moun- 


tain have  to  be  enormous.  In  fact,  some  of  the  best 
in  Disney  World,  including  Eastern  Airlines'  "If  You  Had 
Wings"  and  Monsanto's  "America  the  Beautiful,"  should 
be  bringing  a  happy  return  to  their  sponsors. 

The  return  to  Disney  investors  should  eventually  be 
more  real  than  fantasyful. 


HE  MAY  BE  A  CROOK  BUT  HE  CARES 

The  other  day  I  was  told  about  an  Indian  (original  'em    without    the    owners'    permission.    But,    says  my 

American  variety)  who  has  an  incurable  passion  for  Chev-  informant,  "The  first  thing  he  does  after  driving  off  is  stop 

rolet  Sting  Rays.  at  a  service  station  and  check  the  oil  before  riding  ofl 

He's   been   jugged   time   after   time   for   borrowing  into  the  hills." 


IT'S  THE  UNBRIGHT  STUDENTS 

who  make  teachers  teach  better. 


THE  ONLY  THING  WORSE 

than  a  smart  kid  is  a  dumb  one. 
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-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments  

Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Congress  &  the  Energy  Crisis 

"It's  like  it  was  the  day  after  Pearl 
Harbor,  and  you  interviewed  the  Con- 
gressman from  Detroit  and  he  said, 
'The  Japanese  attack  was  outrageous, 
but  before  we  rush  into  war,  let's  see 
how  it  would  affect  the  automobile 
industry,'  and  then  somebody  else 
said,  'It  was  dastardly,  but  consider 
the  effect  on  oil,'  and  another  Con- 
gressman said,  'War  could  be  very 
serious  for  recreation  and  tourism.'  " 
—Representative  Morris  K.  Udall, 
Democrat  of  Arizona 

Spending  Freedom  Away 

Last  year,  total  government  spend- 
ing at  the  federal,  state  and  local  lev- 
els rose  to  40%  of  the  national  income, 
with  federal  spending  accounting  for 
the  lion's  share,  about  29%  of  nation- 
al income. 

As  to  how  this  reduces  our  free- 
dom, economist  and  Nobel  Prize  win- 


who  made  this  statement?  "We 
need  a  reappraisal  of  values.  A 
mere  builder  of  more  industrial 
plants  is  as  likely  to  be  a  danger 
as  a  help.  Our  task  is  not  neces- 
sarily producing  more  goods.  It  is 
the  soberer,  less  dramatic  business 
of  administering  resources  and 
plants  already  in  hand  ...  of  dis- 
tributing wealth  more  equitably, 
of  adapting  existing  institutions  to 
the  service  of  the  people." 

Ralph  Nader?  Jerry  Brown?  The 
Club  of  Rome?  Jimmy  Carter  in  his 
energy  message? 

The  speaker  of  those  somber 
words  was  Franklin  D.  Roosevelt 
nearly  45  years  ago  during  the 
depths  of  the  Depression.  Roose- 
velt was  echoing  the  thinking  of 
many  "thoughtful"  people  of  his 
day  who  believed  that  the  extraor- 
dinary long-term  growth  of  the 
American  economy  was  at  an  end, 
that  the  economy  was  now  "ma- 
ture." We  were  producing  more 
than  we  could  consume,  said  these 
reputable  doomsayers,  and  there- 
fore economic  recovery  lay  in  cut- 
ting back  production  to  meet  "re- 
alistic" levels  of  consumption.  Now 
that  the  great  days  of  economic 
expansion  were  over,  we  had  to 
"better  manage"  what  we  had. 

Today  our  gross  national  prod- 
uct is  40  times  the  size  it  was  in 


ner  Milton  Friedman  points  out  with 
irrefutable  logic  that  "the  spending  of 
40%  of  our  income  for  us  by  govern- 
ment is  certainly  a  restriction  of 
freedom." 

— R.  Manning  Brown,  CEO, 
New  York  Life  Insurance  Co. 

23,360  Moons  Ago 

.  .  .  Earl  Osborn  has  sent  in  an  in- 
teresting bit  of  paper  dated  Sept.  18, 
1912.  It  is  a  term  bill  for  the  period 
Sept.  18,  1912  to  Feb.  5,  1913,  the 
first  term  of  our  sophomore  year.  For 
18  weeks,  the  items  cost:  board,  $99; 
tuition  and  public  room  fees,  $80; 
room,  $90;  heat,  $12;  light,  $14;  in- 
firmary, $3.50;  physical  education, 
$3.50;  Whig  Hall  dues,  $3.50.  The  to- 
tal: $305.50  for  the  semester,  or  $611 
for  the  year. 

Earl  asked,  "I  wonder  how  much 
they  are  now?"  A  full  year  at  Prince- 
ton now  costs  about  $6,700,  or  about 
11  times  as  much.  It  is  difficult  to  be- 


CAN  YOU  GUESS 

By  M.S.  Forbes  Jr. 
1933.  The  number  of  people  at 
work  has  grown  from  35  million 
to  over  90  million  and  the  average 
individual  income  has  increased 
tenfold  in  real  terms. 

Keep  that  Roosevelt  statement  in 
mind  the  next  time  you  hear  a 
gloom-and-doom  scenario  from  an 
environmentalist,  an  economist  or 
some  "thinker."  It  is  true  that 
America's  past  growth  has  been 
fueled  by  seemingly  endless  cheap 
energy.  But  the  gnashing  of  teeth 
over  Carter's  energy  proposals  is 
overdone;  his  program  offers  con- 
siderable incentive  to  find  new  oil 
and  gas  (see  page  25),  as  well  as 
to  develop  other  sources.  If  we  face 
up  to  it,  the  energy  crisis  needn't 
do  us  any  more  permanent  harm 
than  have  crises  of  the  past.  In 
fact,  it  should  do  just  the  opposite. 

Every  generation  believes  its 
problems  to  be  unique  and  more 
puzzling  than  those  of  the  past. 
Looking  back,  we  can  see  that  the 
past  offered  plenty  of  opportunity 
for  those  who  looked  for  it.  The 
same  is  true  today. 

*    *  * 

A  growing  number  of  American 
bankers  are  publicly  acknowledg- 
ing that  their  institutions  cannot 
continue  their  torrid  pace  of  lend- 
ing to  the  nonoil-exporting,  lesser- 
developed  countries  (LDCs).  Be- 


lieve and  comprehend,  but  these  are 
the  facts  of  life  today.  The  bill  should, 
without  doubt,  be  lodged  with  Freddy 
Fox  '39,  the  Keeper  of  Princetoniana. 

—Class  of  '15  Notes, 
Princeton  Alumni  Weekly 

What  Else? 

In  1936,  Cole  Lesley,  a  stagestruck 
youth  who  could  not  cook  and  had 
never  been  a  valet,  went  to  work  for 
Noel  Coward  as  a  sort  of  cook-valet. 
Several  weeks  passed  before  the  ice 
of  the  master-servant  relationship  was 
broken.  One  morning,  discussing  plans 
for  luncheon,  Mr.  Lesley  inquired, 
"What  would  you  say  to  a  little  fish?" 
"I  should  say,  'Good  morning,  little 
fish,'  "  Coward  briskly  replied. 

—The  New  Yorker 

Art  Sense 

A  pound  of  green  is  more  green 
than  an  ounce  of  green. 

—Paul  Gauguin 


tween  1974-76,  bank  loans  to  these 
financially  strapped  nations  in- 
creased $46  billion,  and  their  need 
for  money  remains  acute.  Observ- 
ers and  authorities  say  that  public 
institutions,  such  as  the  Interna- 
tional Monetary  Fund  and  the 
World  Bank,  must  expand  their 
lending  roles  if  disaster  is  to  be 
avoided. 

True  enough.  But  the  essence  of 
the  problem  will  remain  untouched 
until  the  Saudi  Arabians,  with  un- 
spent, unspendable  astronomical 
surpluses,  shoulder  a  significantly 
larger  part  of  the  burden  that  the 
OPEC  cartel  has  placed  on  the 
backs  of  the  LDCs. 

Saudi  Arabia  has  hinted  it  might 
be  willing  to  provide  more  help  in 
return  for  a  greater  say  in  the  run- 
ning of  the  IMF  and  other  such 
entities.  The  industrial  countries, 
especially  the  U.S.,  have  been  re- 
luctant to  give  the  Saudis  what 
they  want.  The  reluctance  is 
misplaced.  Giving  formal  recogni- 
tion to  what  the  Saudis  already 
are— a  real  power  in  international 
finance  (as  well  as  in  Mideast  di- 
plomacy)—is  not  too  high  a  price 
to  pay  for  getting  their  help  in  eas- 
ing a  problem  OPEC  created. 

After  all,  Saudi  Arabia's  voice 
should  be  reasonably  proportionate 
to  the  money  it  antes  up. 
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Forbes 


Go  Get  It,  Fellows! 


There's  a  lot  more  oil  and  gas  waiting  to  be  found  in  the  U.S. 
For  all  the  moaning  and  groaning  you've  heard,  President  Carter's 
energy  program  does  give  oilmen  powerful  incentives  to  find  it. 


Many  businessmen  were  disap- 
pointed that  President  Carter's  ener- 
gy program  did  not  permit  the  price 
of  domestic  oil  to  rise  to  world  levels. 
But  it  is  wrong  to  conclude,  there- 
fore, that  the  program  does  not  con- 
tain any  worthwhile  incentives  for 
finding  oil  and  gas.  The  program  does 
contain  a  very  major  incentive:  The 
price  of  newly  discovered  oil  would 
be  allowed  to  float  up  toward  world 
prices.  This  is  a  hefty  in- 
centive indeed.  The  world 
price  at  present  is  $13.50 
a  barrel,  while  under  pres- 
ent laws  and  regulations 
"new"  U.S.  oil  brings  only 
$11.28.  The  extra  $2.22 
ought  to  make  a  great 
deal  of  difference  toward 
producing  the  new  oil  and 
gas  the  Administration 
privately  concedes  the 
U.S.  needs  for  the  rest  of 
the  century. 

Natural  gas?  There 
are  incentives  here,  too. 
"New"  new  gas  would  be 
price  controlled  at  $1.75 
per  thousand  cubic  feet. 
This  is  less  than  new  gas 
produced  in  Texas  sells 
for  in  Texas  these  days 
(intrastate  gas  would  be 
brought  under  the  same 
ceilings  as  interstate  gas 
under  the  Carter  pro- 
gram ) .  But  it  is  consid- 
erably more  than  gas  sells 
for  elsewhere  in  the  na- 
tion today.  The  new  price 
makes  the  interstate  mar- 
ket attractive  and  assures 
drillers— who  have  to  see 
$1  per  mcf  before  they'll 
even  think  about  drill- 
ing these  days— that  the 
price  trend  for  gas  is  up 
in  the  U.S. 


You  would  never  realize  all  this 
from  reading  most  accounts  of  the  en- 
ergy program,  which  tend  to  put  a 
gloomy  interpretation  on  the  pro- 
gram's incentive  aspects.  You  would 
never  realize  it,  either,  from  reading 
the  public  pronouncements  of  most 
oilmen.  But  don't  be  deceived.  Pri- 
vately, many  oilmen  will  concede 
that— for  new  oil  at  least— the  program 
contains  strong  incentives.  Why,  then 


The  Cutting  Edge:  When  not  posing  on  a  pedestal, 
Hughes  drill  bit  withstands  terrible  temperatures  a 
sures  to  break  up  rock  formations  and  get  at  the  oi 


is  the  industry  crying  poor  mouth?  In 
large  part,  because  it  knows  too  well 
that  its  open  approval  would  amount 
to  a  kiss  of  death. 

The  world  market  price  for  oil, 
which  would  be  adjusted  continually 
for  domestic  inflation,  is  the  kind  of 
money  and  policy  that  is  likely  to 
bring  about  an  increase  in  new-field 
exploratory  drilling.  This  kind  of  drill- 
ing has  been  declining  since  1974,  ac- 
cording to  Petroleum  In- 
formation, Houston's  in- 
fluential statistical  service. 
PI  points  out  that  while 
25,794  oil  and  gas  wells 
were  drilled  last  year,  the 
number  of  them  that  were 
in  new  fields— attempting 
to  establish  new  reserves 
-fell  3%,  to  6,289. 

There  is  more  drilling 
going  on  in  the  U.S.  to- 
day than  at  any  time  in 
almost  20  years,  but  the 
trend  has  been  toward  re- 
working old  territory, 
pumping  more  from  reser- 
voirs that  were  not  pay- 
worthy  when  oil  was 
much  cheaper.  This  kind 
of  drilling  does  not  add  to 
proven  reserves. 

The  Carter  program 
means  to  shift  the  em- 
phasis to  true  exploration. 
If  the  program— or  the 
pricing  part  of  it— gets 
through  Congress,  the 
way  is  clear  economically 
for  drillers  to  go  deeper 
into  the  Gulf  of  Mexico 
and  to  the  frontier  areas 
on  the  U.S.  outer  conti- 
nental shelf. 

It  costs  between  $6 
and  $8— from  lease  pur- 
chase through  production 
—to  bring  in  a  barrel  of 


this 

nd  pres- 
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new  oil  in  the  U.S.  today.  At  $11.28, 
the  more  difficult  parts  of  the  game 
may  not  be  worth  the  risk;  at  $13.50, 
indexed  to  inflation,  they  may  well 
he.  Oilmen  privately  concede  the 
price  is  an  incentive.  Energy  Secre- 
tary James  Schlesinger  is  certain :  "The 
oil  companies  can  make  more  money 
in  the  U.S.  than  anywhere  else  in  the 
world,"  he  says.  After  all,  the  Georges 
Hank  off  Massachusetts  is  no  tougher 
or  riskier  than  Britain's  North  Sea. 

Is  the  oil  there  for  the  finding?  A 
good  deal  certainly  is.  The  U.S.  Geo- 
logical Survey  estimates  that,  at  a  sta- 
tistical mean,  there  are  82  billion  bar- 
rels of  undiscovered  recoverable  re- 
serves of  oil  in  the  U.S.  That  dwarfs 
the  current  39  billion  barrels  of  prov- 
en reserves.  The  Geological  Survey  al- 
so estimates  that  484  trillion  cubic 
feet  of  natural  gas  remain  to  be  dis- 
covered—roughly equal  to  the  total 
U.S.  gas  production  to  date.  Exxon 
is  a  little  more  conservative  in  its 
estimates  of  attainable  new  reserves, 
preferring  63  billion  barrels  of  oil  and 
about  287  trillion  cubic  feet  of  gas. 
Shell  Oil,  on  the  other  hand,  is  a  bit 


more  optimistic  than  the  Geological 
Survey.  It  is  a  choice  of  riches. 

And  the  oil  companies  have  the 
cash  flow  ready  and  waiting  to  plunge 
into  a  new  round  of  exploration.  Ex- 
xon alone  is  running  a  cash  flow  of 
more  than  $4  billion  a  year;  Mobil, 
Texaco  and  Standard  of  Indiana  are 
each  at  $1.5  billion.  The  North  Sea 
and  North  Slope  are  producing,  be- 
ginning to  return  the  investments 
made  in  them  by  the  oil  companies 
since  the  mid-  to  late-Sixties.  The 
costly  Alaska  pipeline  will  begin 
throwing  off  cash  rather  than  swal- 
lowing it.  The  industry's  capital  and 
exploration  budget  for  this  year  runs 
to  $30  billion,  estimates  Dallas'  au- 
thoritative Energy  Management  Re- 
port. In  1973,  before  the  oil  price  rise, 
it  stood  at  $9  billion.  The  oil  compa- 
nies want  to  put  it  into  exploration  in 
the  U.S.  because  geologically  its  at- 
tractiveness is  second  only  to  the  Per- 
sian Gulf,  and  politically  there  is  no 
place  as  attractive. 

Frederick  Z.  Mills,  the  respected 
oil  services  and  equipment  analyst  of 
Rotan  Mosle  Inc.,  has  just  taken  a 


look  backward  and  forward.  He  notes 
that  1956  was  the  last  time  the  major 
oil  companies  plowed  back  as  great  a 
percentage  of  their  wellhead  revenues 
for  drilling  in  the  U.S.  as  did  the  in- 
dependent producers.  That  was  alsol 
the  year  when  U.S.  oil  and  gas  prices! 
began  a  long  decline  in  real  terms  and 
the  majors  began  in  a  big  way  to  shift 
their  exploration  overseas  and  to  put 
their  investments  into  refining,  trans- 
port and  marketing  and  into  diversifi- 
cation, importantly  in  chemicals.  But 
now  wellhead  revenues  in  the  U.S. 
are  rising  again,  and  Mills  sees  the 
majors  putting  more  of  their  rising 
revenues  into  U.S.  drilling,  not  just 
this  year,  or  next,  but  out  to  1990. 

Last  year  the  oil  industry  pumped 
up  $1.1  billion  for  leases  in  the  Balti- 
more Canyon  off  New  Jersey.  That 
nothing  has  happened  off  the  New  Jer- 
sey coast  to  date  is  not  the  industry's 
fault,  but  is  due  to  a  court  battle  in 
which  environmental  groups  and  the 
Long  Island  counties  of  Nassau  and 
Suffolk  are  trying  to  prevent  de- 
velopment, preferring  to  get  their 
oil   and   gas   from   offshore  Galves- 


They  Also  Serve 

It  was  author  "Adam  Smith"  (Jerry 
Goodman)  who  told  of  remarking 
to  a  stockbroker  that  drug  addiction, 
sadly,  was  on  the  rise  in  the  Midwest. 
"Who  makes  the  needles?"  asked  the 
broker. 

All  right:  If  there  will  be  drilling 
for  oil  and  gas,  who  makes  the  drills? 
Below  is  a  list  of  companies  mak- 
ing one  thing  or  another  that  goes 
with  drilling,  including  companies  of- 
fering their  services  as  drilling  con- 
tractors. The  National  Supply  division 
of  Armco  Steel  makes  drill  rigs,  as 
does  the  Oilwell  Supply  division  of 
U.S.  Steel  and  the  Continental  Emsco 
division  of  Lykes  Corp. ;  these  are  rela- 
tively  small  parts  of  giant  businesses, 
and  are  not  represented  in  our  table. 
But  the  much  smaller  Marathon  Man- 
ufacturing also  makes  drill  rigs. 

The  highly  engineered  drill  bits  at 
the  end  of  the  drill  pipe  are  made  by 
Hughes  Tool,  of  course.  But  they  are 
also  made  by  Baker  International, 
Smith  International  and  Dresser  In- 
dustries (which  does  a  lot  of  other 
things  in  oilfield  services  besides). 

Halliburton  is  a  giant  in  oilfield  ser- 
vices and  also  does  offshore  construc- 
tion, as  does  J.  Ray  McDermott. 
Schlumberger  is  highly  respected  for 
its  offshore  technology. 

The  drilling  contractors  are  the 
companies  most  directly  affected  by 
swings  in  exploration  budgets.  Note 
that  Helmerich  &  Payne  has  a  high- 


er price/ earnings  ratio  than  most  oth- 
er drillers.  That  is  because  Helme- 
rich is  in  land  drilling  only,  now  an 
extremely  active  field.  Tom  Broun 
Inc.,  also  a  land  driller,  has  operated 
at  some  96%  of  capacity  since  1974. 

The  offshore  drillers  are  in  a  bigger 
money  business  with  bigger  risks.  So 
risky,  in  fact,  that  Santa  Fe  and  Ocean 
Drilling  &  Exploration  are  diversifying 
into  oil  production.  Since  the  boom 


of  1973  and  1974  brought  overbuild- 
ing of  rigs,  there  is  ovei  capacity  off- 
shore. Then,  too,  while  the  Gulf  of 
Mexico  is  very  active,  the  offshore 
drillers  have  been  waiting  for  Cecil 
Andrus'  announcement  of  new  lease 
sales.  Rowan  Cos.'  savvy  chief  execu- 
tive, C.R.  (Bob)  Palmer,  says  of  the 
outlook:  "We'll  be  looking  for  places 
to  drill,  18  to  36  months  out."  Now 
he  has  them. 


Recent 

1976 

Recent 

P/E 

Sales 

Company 

Price 

Ratio 

(millions) 

Oilfield  Services  and  Equipment 

Baker  Int'l. 

46  3A 

13 

$  552.6 

Dresser  Industries 

44  3/4 

11 

2,232.2 

Halliburton 

62  3/8 

12 

4,866.3 

Hughes  Tool 

38 1/4 

13 

383.4 

Marathon  Mfg. 

17  3/4 

5 

292.9 

McDermott,  J.  Ray 

53 

4 

1,102.1 

Schlumberger 

63  Vi 

17 

1,810.4 

Smith  Int'l. 

331/8 

9 

308.3 

Drilling  Contractors 

Diamond  M 

23  y« 

8 

58.3 

Global  Marine 

91/4 

deficit 

84.1 

Helmerich  &  Payne 

35 

12 

72.8 

Ocean  Drilling  &  Exploration 

29V2  (Bid) 

12 

212.3 

Reading  &  Bates 

19Va 

6 

206.3 

Rowan  Cos. 

205/s 

9 

73.9 

Santa  Fe  Int'l. 

50 

9 

431.3 

SEDCO  Inc. 

38  Va 

8 

331.3 

Tom  Brown  Inc. 

39'/2  (Bid) 

28 

29.2 

Zapata  Corp. 

TP/4 

5 

372.9 
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!ton    if   not   offshore   Saudi  Arabia. 

About  the  only  thing,  then,  that 
could  prevent  a  vast  new  drilling  and 
exploration  boom  is  environmental 
politics.  But  Interior  Secretary  Cecil 
Andrus,  himself  a  noted  environmen- 
talist, has  just  committed  the  nation 
to  about  the  fullest  possible  develop- 
ment of  the  areas  offshore,  where  our 
potential  reserves  lie.  There  will  be 
a  lease  sale  in  the  Gulf  of  Mexico 
this  month,  in  Alaska's  Cook  Inlet  in 
October  and  off  Massachusetts  in 
November.  Next  year  will  see  three 
additional  sales  in  the  Gulf  of  Mex- 
ico and  two  more  in  Atlantic  waters. 
Besides  these,  Andrus  promises  more 
to  come  in  Alaska  and  offshore  be- 
fore 1980. 

Andrus  noted  the  "critical  need"  to 
develop  U.S.  oil  and  gas  resources  in 
announcing  his  lease  schedule  May 
17.  He  is  under  no  illusions  about 
how  long  it  will  take  to  shift  the  U.S. 
energy  base.  Like  Carter,  Andrus 
sees  conservation  and  conversion  to 
coal  alleviating  U.S.  dependence  on 
foreign  oil  in  the  long  run.  "But  we 
have  to  produce  more  oil  and  gas  in 
the  short  range— or  we  have  to  buy 
more  foreign  crude,  and  I'm  not  in 
favor  of  that."  That  is  why  Andrus  is 
opposing  the  environmentalists  in  the 
Baltimore  Canyon  case:  He  wants  to 
get  U.S.  exploration  off  the  dime. 

Some  complications  may  be  added 
by  the  pending  amendments  to  the 
Outer  Continental  Shelf  Act  of  1953, 
which  the  Congress  takes  up  this 
summer.    The    worst   effect   of  the 


Conference  Callers:  At  Houston's  Offshore  Technology  Conference  last  month 
65,511  customers,  exhibitors  and  gawkers  talked  energy  in  air-cooled  comfort. 


amendments  proposed  for  the  OCS 
Act  is  that  they  would  lengthen  the 
time  between  lease  sale  and  produc- 
tion of  oil  by  two  years— to  nine  years 
from  seven.  Under  some  clauses  sup- 
ported by  Senator  Henry  M.  Jackson 
of  Washington,  the  government  itself 
would  hire  a  drilling  contractor  to  go 
out  on  the  shelf  and  drill  a  few  to  see 
what  is  there.  The  oil  industry  sees 


in  this  the  shadow  of  the  national  oil 
company  they  suspect  the  Washington 
bureaucracy  dreams  about. 

Don't  be  surprised,  therefore,  if  the 
oil  industry  continues  to  meet  road- 
blocks. But  the  problem  is  not  lack  of 
incentive.  At  $13.50  a  barrel,  there  is 
all  the  incentive  any  oilman  would 
want  to  go  out  and  search  for  oil  in 
the  hard  and  risky  places.  ■ 


Red  Faces  And  Red  Ink 


Ken  Winters'  customers  should  have  known  better;  most  of  them 
were  professional  investors.  But  big  investors  can  be  suckers,  too. 


Phineas  T.  Barnum  was  right.  You 
might  think  that  people  at  Chase 
Manhattan  Bank,  White,  Weld  &  Co. 
or  even  State  Bank  of  Stanley,  Kan. 
would  know  better.  But  they  didn't. 
Each  of  them— and  a  long  list  of  oth- 
ers—stand to  take  substantial  losses  be- 
cause a  tiny  Ft.  Lauderdale  broker- 
age firm  is  unable  to  deliver  well 
over  $200  million  of  Government  Na- 
tional Mortgage  Association  mort- 
gage-backed obligations. 

Winters  &  Co.,  Inc.,  a  little-known 
firm  founded  only  in  1974,  had  a  gim- 
mick. It  was,  in  effect,  offering  sub- 
stantial investors  a  way  to  speculate 
on  future  interest  rates.  The  deal 
worked  like  this:  Winters  would  con- 
tract to  deliver  a  block  of  GNMA  se- 
curities, say,   three  or  four  months 


hence  at  a  predetermined  market 
price;  it  then  went  out  and  found  an- 
other investor  willing  to  agree  to  sell 
similar  GNMA  securities  at  a  prede- 
termined market  price  three  or  four 
months  hence.  In  effect,  Winters  was 
matching  the  bulls  and  the  bears  and 
standing  in  the  middle  as  a  guarantor 
of  the  contracts— in  return  for  dealer 
profit  or  brokerage  commissions. 
There  were  no  down  payments  re- 
quired on  either  side,  no  margin  re- 
quirements. It  was  a  handy,  inexpen- 
sive way  to  play  the  bond  market. 

There  was  only  one  hitch.  What 
would  happen  if  the  market  went 
against  some  of  the  speculators?  Could 
Winters  force  them  to  make  good? 
Could  Winters  make  good? 

A  goodly  number  of  potential  deal- 


ers decided  that  Winters  &  Co.  was 
not  a  sound  guarantor.  Here  it  was 
with  contracts  running  into  nine  fig- 
ures and  its  total  capital  was  only 
about  $500,000;  its  subsidiary  specif- 
ically guaranteeing  the  contracts  had 
at  most  $100,000. 

Other  potential  dealers  backed 
away  after  looking  into  the  firm's  back- 
ground. Among  them:  Merrill  Lynch, 
Pierce,  Fenner  &  Smith.  Those  who  in- 
vestigated before  they  invested  noted 
that  the  capital  seemed  skimpy,  given 
the  size  of  the  contracts. 

Kenneth  Winters  had  been  through 
many  jobs.  Most  recently,  Winters 
had  been  dismissed  from  his  job  as 
a  municipal  bond  trader  in  Ft.  Lau- 
derdale, which  with  Houston,  Tex. 
has  become  a  hotbed  of  some  very 
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WINTERS.  KENNETH  B. 

1402 

Anyone  In?  From  this  office  Winters' 
sales  force  peddled  hundreds  of  mil- 
lions of  dollars  in  hope— and  risk. 


high-pressure    securities  marketing. 

Nevertheless,  during  1976  things 
went  well  for  Winters  and  its  custom- 
ers. During  most  of  the  year,  interest 
rates  were  declining.  This  meant  that 
customers  on  the  long  side— those  who 
agreed  to  buy  for  future  delivery- 
did  well.  Those  on  the  short  side  gen- 
erally lost.  The  difference  was  this: 
The  long  side  consisted  chiefly  of  rel- 
atively small  banks  and  investing  in- 
stitutions. On  the  short  side— that  is, 
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sellers— were  bigger  institutions  like 
Chase  and  White,  Weld.  While  those 
on  the  short  side  took  losses  on  their 
Winters  position  during  a  period  of 
rising  bond  prices,  they  frequently  off- 
set these  losses  because  they  were 
skilled,  professional  traders;  often 
they  were  simply  using  Winters  for 
hedging  purposes.  So  the  losers  will- 
ingly paid  up.  Meanwhile,  the  small- 
er investors  on  the  long  side  were  mak- 
ing out  very  nicely,  often  collecting 
thousands  of  dollars  within  a  few 
weeks  without  putting  up  a  dime. 
How  easy  it  all  looked! 

With  commissions  running  into  the 
millions  of  dollars  a  year,  the  Winters 
firm  was  riding  high.  Winters  himself 
drove  a  Mercedes.  Ordinary  salesmen 
sported  Cadillac  Sevilles.  The  selling 
was  high  pressure.  According  to  cus- 
tomers, some  were  promised  that 
losses,  if  any,  would  be  minimal. 

Suddenly  the  market  reversed  itself 
this  year.  Interest  rates  went  up;  bond 
prices  dropped.  Those  holding  con- 
tracts to  accept  future  delivery  began 
to  take  losses.  This  they  were  unpre- 
pared to  do.  At  least  25  of  them  re- 
neged between  late  January  and  mid- 
March.  Winters  was  in  trouble.  It  was 
unable  to  pay  for  securities  it  had 
agreed  to  buy. 


when  losses  began  to  appear,  Winters' 
salesmen  assured  them  that  there  was 
nothing  to  worry  about;  the  lossesj 
could  easily  be  made  up  by  further 
trading.  By  January  the  $l-million 
credit  union  reportedly  had  bought 
at  least  $8  million  worth  of  GNMA] 
securities. 

In  the  end  the  credit  union  balked, 
claiming  it  could  not  afford  the  losses; 
Winters'  customers  on  the  other  end 
of  the  transaction  could  not  collect. 

The  credit  union  is  suing  for  relief 
from  the  losses  and  for  $10  million  in 
damages.  Winters  is  countersuing. 

Meanwhile,  in  mid-March  Kenneth 
Winters  informed  big  Wall  Street  deal- 
ers that  he  would  be  unable  to  deliver 
on  his  contracts  because  so  many  of 
his  customers  on  the  other  side  were 
reneging.  A  few  days  later  attorneys 
for  several  of  the  dealers  met  with 
Winters'  representatives.  It  was  agreed 
that  the  Winters  firm  simply  did  not 
have  the  capital  to  meet  the  losses;  the 
big  firms  would  have  to  make  them 
up  out  of  their  own  pockets— ap- 
parently they  felt  it  was  better  to  pay 
up  than  to  concede  they  had  used 
bad  judgment. 

On  his  part,  Winters  has  gone  into 
court  to  force  21  former  customers  to 
pay  up.  These  include  a  number  of 


". . .  In  effect,  Winters  was  matching  the  bulls  and  the 
bears  and  standing  in  the  middle  as  a  guarantor— in 
return  for  dealer  profit  or  brokerage  commissions  . . ." 


Winters'  failure  to  deliver  involved 
contracts  in  excess  of  $200  million 
worth  of  Ginnie  Maes.  Given  the 
substantial  decline  in  bond  prices, 
Winters'  short-side  customers  as  a 
group  stand  to  lose  as  much  as  $5 
million,  $6  million. 

One  of  Winters'  smaller  customers 
was  the  Monsanto  of  Alabama  Credit 
Union,  which  represents  employees  of 
the  chemical  company's  Anniston, 
Ala.  plant.  In  a  lawsuit  filed  in  Feb- 
ruary, the  credit  union  charged  it 
was  informed  by  Winters  that  it  owed 
$12,500  on  contracts  covering  $2  mil- 
lion worth  of  GNMA  securities. 

With  total  assets  of  $1  million  and 
annual  income  of  only  $60,000,  what 
was  a  small  credit  union  doing  specu- 
lating for  such  relatively  large  sums? 
Apparently  it  had  succumbed  to  the 
prospect  of  easy  profits.  The  credit  un- 
ion concedes  that  its  first  Winters 
transaction,  during  the  summer  of 
1976,  yielded  a  profit  of  $625  in  only 
one  week.  After  that— it  claims  in  its 
court  action— a  Winters'  salesman,  one 
Robert  Cardwell,  began  making  un- 
authorized commitments  for  it  for  larg- 
er sums.  The  credit  union  claims  that 


small  banks:  The  Arizona  Central 
Credit  Union;  Trident  Savings  of  New- 
ark, N.J.;  The  Bank  of  Wessington, 
S.  Dak.;  American  Bank  of  Lakeland, 
Fla.;  First  Federal  Savings  &  Loan  of 
Jasper,  Wyo. 

Says  a  lawyer  involved  in  the  liti- 
gation: "The  whole  thing  is  a  zoo." 

Some  good  may  yet  come  out  of  the 
debacle.  Roland  Cook,  Director  of 
the  Office  of  Market  Analysis  and 
Agency  Finance  of  the  U.S.  Treasury, 
and  Paul  Meek,  Monetary  Adviser  of 
the  Federal  Reserve  Bank  of  New 
York,  have  conferred  with  the  GNMA 
Dealers  Association.  The  two  men  dis- 
cussed with  the  63-member  organiza- 
tion the  possibility  of  imposing  self- 
regulatory  standards  covering  margin 
requirements  for  customers  and  mini- 
mum capital  requirements  for  dealers. 

As  of  now,  however,  there  are  some 
very  red  faces— and  considerable  red 
ink— both  in  Wall  Street  and  in  small 
financial  institutions  throughout  the 
country. 

Failure  to  pay  heed  to  financial 
standing  of  dealers  and  customers  is 
an  invitation  for  federal  agency  suit 
and  regulation.  ■ 
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Middle-Aged  Rabbit 


hastened  by  heavy  losses,  Hugh  Hefner's  empire  is  getting  more  business- 
ke.  But  at  middle  age,  the  bunny  clearly  ain't  what  he  used  to  be. 


r  51,  Hugh  Hefner  still 
es  the  fahled  Playboy 
estyle.  His  latest  girl 
iend  is  the  magazine's 
ly  centerfold.  Days  be- 
n  at  noon  on  his  Los 
igeles  estate,  which  is 
home  away  from  home 
r  actors  like  Warren 
;atty,  James  Caan  and 
11  Cosby.  They  love 
;autiful  women,  the 
rraced  pool,  tennis 
urts  and  free  pin  ball 
achines.  Their  host, 
ho  sips  Pepsi  nonstop, 
eps  his  hand  in  the 
isiness.  Choosing  pho- 
graphs  is  an  editorial 
erogative  Hefner  still 
serves  for  himself. 
A  great  deal  has 
anged,  however,  at 
is  temple  of  sex  and 
baritism.  In  1971, 
len  his  company  had 
aved  beyond  maga- 
les  into  films,  records, 
sorts  and  gambling, 
sfner  sold  28%  of  Play- 
iy  Enterprises  Inc.  to 
e  public  for  $60  mil- 
it.  For  those  who 
ted  up  $23.50  a  share, 
e  stock  has  proved  to 
1  more  an  indulgence 
an  an  investment.  By 
174  PEI  profits  had  all  but  disap- 
sared  and  its  shares  were  trading  at 
fe-tenth  their  offering  price. 
The  reasons  were  obvious.  Hefner's 
agazine,  a  projection  of  his  own 
gh  school  fantasies,  faced  stiff  com- 
•tition  from  the  racier  Penthouse  and 
e  raunchier  Hustler.  While  Hefner 
lured  money  into  splashy  movie  and 
cord  production,  the  recession  clob- 
•red  his  hotels  and  nightclubs.  Turn- 
er at  Playboy's  Chicago  executive 
ite  was  even  brisker  than  the  bally- 
ioed  activity  in  its  owner's  bedroom 
ice,  and  a  drug  scandal  dimmed 
mewhat  the  naughty-but-nice  Hef- 
r  image. 

Now  Hefner  and  a  new  manage- 
ent  team  have  orchestrated  a  re- 
iund  of  sorts.  From  pretax  profits  of 


$20  million  in  1973,  PEI  sank  to  just 
$2  million  in  1975  and  recovered  only 
to  $5  million  in  1976.  A  major  part 
of  its  improvement  is  a  spillover  from 
the  energy  crisis:  Rich  Arabs  are  flock- 
ing to  Playboy's  four  British  gambling 
casinos.  They  earned  $12  million  pre- 
tax last  year— roughly  offsetting  do- 
mestic entertainment,  nightclub  and 
resort  losses.  Magazine  publishing 
earned  about  $4  million,  down  from 
a  high  of  $23  million  in  1973. 

Playboy's  basic  business  remains  an 
uphill  fight.  Hefner  predicts  that  the 
company  will  earn  about  65  cents  a 
share  this  year,  but  that's  only  half  the 
1973  level  and  represents  a  scant  re- 
ward for  its  $23.50-a-share  public 
stockholders. 

There  are  pluses  and  minuses.  Play- 


boy magazine's  circula- 
tion has  been  stabilized 
at  5.5  million,  down  20% 
from  its  peak,  but  adver- 
tising revenues,  up  28%, 
will  set  a  record  in  the 
fiscal  year  that  ends  this 
June  30. 

"The  sex  is  still  there, 
but  Playboy  isn't  a  gyne- 
cological monthly,"  says 
the  media  buyer  for  a 
major  cigarette  account. 
"I  can  get  very  excited 
about  the  words  it 
prints."  This,  of  course, 
is  a  dig  at  the  magazine's 
more  sexually  explicit 
competitors.  It  illustrates 
the  fine  line  Playboy  now 
must  walk. 

Space  salesmen  at 
Playboy  now  report  to 
Henry  Marks,  formerly 
of  Dow  Jones's  adver- 
tising department.  They 
push  the  idea  that  cus- 
tomers it  has  lost  were 
its  least  desirable  fans. 
(New  slogan:  "The 
Playboy  reader.  His  lust 
is  for  life.")  Also,  editors 
are  aiming  for  more  sto- 
ries that  make  news  (like 
the  Jimmy  Carter  "lust 
in  my  heart"  interview 
that  sold  1  million  copies 
last  November).  They  are  also  em- 
phasizing shorter,  more  timely  stories 
and  service  features.  So  far,  this  tack 
seems  to  be  working.  Playboy  has  70 
new  advertisers  this  year,  and  many 
companies  like  Sears  and  Eastman  Ko- 
dak, which  won't  touch  its  competi- 
tors, are  buying  space  in  Playboy. 

However,  Oui,  a  second  Hefner 
magazine,  is  only  marginally  profit- 
able after  five  years.  Money-losing  ho- 
tels in  Miami  and  Jamaica  have  been 
closed,  but  it  is  not  inconceivable  that 
they  will  require  substantial  write-offs. 
So  also  with  resorts  in  New  Jersey 
and  Wisconsin. 

Hefner  tends  to  blame  his  problems 
on  the  men  he  entrusted  with  the 
business  side  of  PEI.  "I  stopped  run- 
ning the  company  myself  in  196S,"  he 
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says,  "and  the  group  of  guys  I  had 
around  me  just  didn't  work  out."  Un- 
til last  year,  Playboy's  de  facto  head 
was  Robert  Preuss,  Hefner's  roommate 
at  the  University  of  Illinois. 

To  reorganize,  Hefner  hired  Der- 
ick  Daniels,  a  seasoned  newsman  who 
until  last  fall  was  vice  president  of 
Knight-Ridder  Newspapers,  Inc.  Dan- 
iels, who  gets  $250,000  a  year  plus  a 
bonus  package  now  worth  $550,000, 
comes  from  a  famous  North  Carolina 
publishing  family  (his  grandfather 
was  Josephus  Daniels,  Secretary  of 
the  Navy)  and  clearly  fits  the  maga- 
zine's mold.  At  47,  he  is  handsome, 
impeccably  tailored  and  married  to  a 
woman  less  than  half  his  age.  "Hef 
hasn't  faded  off  into  the  sunset,"  Dan- 
iels says.  "The  only  reason  I'm  here  is 
that  he  perceived  the  need  and  didn't 
want  to  do  the  job  himself." 

Daniels  faces  some  formidable  chal- 
lenges. Readers  now  buy  as  few  as 
60%  of  the  issues  Playboy  ships  to 
newsstands— down  from  90%  in  the 
magazine's    heyday.    Those  unsold 


. .  Money-losing  hotels  in  Miami  and  Jamaica  have 
been  closed,  but  it  is  not  inconceivable  that  they 
will  require  substantial  write-offs  in  the  future  . . ." 


newsstand  copies  are  a  heavy  drain. 
For  most  publishers,  the  newsstand 
"draw"— the  number  of  copies  they 
distribute— far  exceeds  the  number  of 
copies  they  can  usually  hope  to  sell. 
(A  50%  sale  is  considered  pretty 
good. )  But  for  Playboy,  with  its  lavish 
use  of  color,  heavy  ratio  of  editorial 
content  to  paid  advertising  and  heavy- 
coated  paper  stock,  the  unsold  cop- 
ies represent  an  especially  costly 
commitment. 

"Playboy  costs  us  about  60  cents  a 
copy  to  produce,"  explains  publisher 
Nat  Lehrman,  "so  that  waste  can 
amount  to  $1  million  each  month."  If 
the  company  counters  by  cutting  back 
distribution,  it  risks  losing  even  more 
ground  to  competitors:  Penthouse  cur- 
rently outsells  Playboy  on  the  news- 


stands, though  with  fewer  subscrip- 
tions its  total  circulation  is  about  I 
million  less. 

One  solution  might  be  to  become 
more  sensational,  but  that  could  end 
the  newfound  respectability  that  has 
won  a  place  for  Playboy  in  some  su- 
permarkets and  retail  stores.  After 
two  controversial  covers  in  late  1975 
(one  suggested  lesbianism,  the  other  s.,- 
masturbation ) ,  Playboy  covers  now 
avoid  total  nudity. 

Is  gambling  the  answer?  "When 
you  add  the  casino  aspect  to  our 
clubs,  the  mix  just  works,"  argues 
Hefner.  "Imagery,  the  bunnies  .  .  .  it's 
what  brings  people  in.  Our  London 
Playboy  Club  is  by  far  the  most  prof- 
itable gaming  licensee  in  England." 
In  1977  he  expects  those  earnings  to 


Hefner  And  Colleagues  In  The  Chicago  Mansion,  1966:  In  the  good  old  days,  Hef  ran  things  himself,  right  down 

to  the  details  of  his  bunnies'  costumes.  But  is  the  Playboy  lifestyle  too  seductive  for  good  business  practice? 
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libit — reaching  $24  million  pretax— 
t  skeptics  suggest  that  it  is  gam- 
ng  and  scantily  clad  girls  that  lure 
3  free-spending  Arabs,  not  the  bun- 
image. 

Now  Playboy  plans  to  build  a  $50- 
illion  hotel  in  Atlantic  City  to  try 
duplicate  that  success  in  the  U.S. 
lis  project  will  differ  from  the  com- 
ny's  problem-plagued  resorts.  Dan- 
s  has  asked  Donaldson,  Lufkin  & 
arette  to  arrange  outside  financing, 
t's  wonderful  to  think  big  with  oth- 
people's  money,"  Hefner  boasts. 
He  hopes  that  his  12  U.S.  Playboy 
ibs— the   world's   largest  nightclub 
Rain— can  be  converted  to  casinos  if 
mbling  becomes  legal  in  more  U.S. 
mmunities.  There  may  be  one  hitch 
all  these  plans:  Playboy's  domestic 
ientele  is  largely  blacks  and  coiiven- 
meers;  they  may  not  yield  the  prof- 
;  of  London's  high-rolling  sheiks. 
The  third  area  where  Daniels  will 
'licentiate  is  licensing  and  franehis- 
g.  Says  Lee  Templeton,  a  former 
ttight-Ridder  marketing  man  who  is 
nv  a  Playboy  vice  president:  "Our 


. .  Skeptics  suggest  that 
is  gambling  that  lures 
ee-spending  Arabs  in  Lon- 
on,  not  the  bunny  image...' 


bbit  represents  a  lifestyle  toward 
hich  people  in  Asia  and  Europe  are 
ill  aspiring."  Already,  six  licensed  in- 
rnational  editions  of  Playboy  have  a 
imbined  circulation  of  1.5  million— 
'er  half  of  that  in  Japan,  where  a 
inchised  Playboy  Club  just  opened. 
Each  foreign-language  Playboy 
lblisher  sells  his  own  product  as  lo- 
1  circumstances  permit.  The  Japa- 
:se  edition,  for  example,  is  pitched 
the  youth  market,  and  censors  al- 
ly no  pubic  hair.  In  Germany  those 
strictions  don't  apply  and  most  read- 
s  are  affluent  businessmen  over  40. 
Dvemments  in  Brazil  and  Mexico  ra- 
m  picture  layouts  to  one  bare  breast 
■r  page.  All  these  magazines,  how- 
er,  use  the  format  and  features  of 
e  U.S.  product,  so  they  provide  pro- 
ational  tie-ins  for  items  like  sun- 
asses  and  cigarette  lighters. 
Hefner  still  thinks  of  himself  as  a 
cial  sage,  and  he  admits  to  toying 
ith  the  idea  of  launching  a  new  puli- 
ation. One  staffer  assigned  to  that 
oject  is  his  24-year-old  daughter, 
iristie,  a  summa  cum  laude  grad- 
te  of  Brandeis  University.  "Some 
unterpart  of  Playboy  aimed  at 
Dmen  is  a  possibility,"  he  says.  "Cos- 
:>politan  is  the  closest  thing  to  that 
day,  but  it's  still  caught  up  with 


how  to  catch  a  man." 

Meanwhile,  Hefner  himself  is  hav- 
ing big  problems  with  the  tax  man. 
In  addition  to  his  $227,000  salary, 
the  company  deducts  nearly  all  of  his 
living  expenses— $3  million  in  1976— 
on  the  grounds  that  they  help  pro- 
mote the  magazine.  Last  summer  the 
Internal  Revenue  Service  filed  a  $7- 
million  tax  claim  for  1970  through 
1972  challenging  this  practice.  Play- 
boy, which  keeps  a  detailed  record  of 
the  publicity  Hefner's  good  times  gen- 
erate, argues  that  the  price  of  buying 
a  similar  amount  of  advertising  would 
far  exceed  his  cost  of  living. 

Hefner  now  seldom   ventures  far 


from  his  29-room  mansion  on  the 
edge  of  Beverly  Hills,  and  his  com- 
pany is  gradually  moving  to  Los  An- 
geles from  Chicago.  "The  mystique 
that  has  grown  up  around  me  has 
been  a  key  to  our  success,"  he  argues. 
"All  this  is  the  bottom  line  of  what 
we  do.  We're  in  the  magazine  busi- 
ness, you  see.  We  sell  the  sizzle,  not 
the  steak." 

A  recent  television  special  shows 
that  Hefner  does  have  a  point.  In 
May  ABC  aired  a  late-night  program 
featuring  Hefner's  selection  of  his 
1977  Playmate  of  the  Year.  The  pack- 
age, which  Playboy's  entertaiffment 
division  sold  to  the  network,  was  shot 
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Heir  Apparent:  Christie  Hefner, 
24,  may  someday  be  Playboy 
Enterprises'  major  stockholder. 


entirely  at  Hefner's  house.  General 
Mills  and  other  big-time  advertisers 
paid  $35,000  a  minute  for  time  on 
what  was  essentially  90  minutes  of 
Playboy  self-promotion.  The  show 
clobbered  its  broadest  competition, 
and  Hefner  will  add  a  further  refine- 
ment by  running  a  photo  spread  on 
"the  party  after  the  party",  in  the 
magazine's  September  issue. 

The  interconnectedness  of  work 
and  play  points  up  what  may  be 
Playboy's  major  problem:  The  laid- 
back  lifestyle  Hefner  touts  seems  to 
subvert  his  own  managers— encourag- 
ing good  times  and  coloring  business 


judgment.  "That  company  comes  u 
with  lots  of  good  ideas,  but  they  ca 
never  execute  them,"  says  one  Wa 
Streeter  who  follows  PEI.  "Therel 
something  about  the  place  that  ju| 
captivates  people  who  go  to  wor 
there."  Vowing  that  this  won't  harj 
pen  to  him,  Daniels  says:  "I  spen 
more  time  with  balance  sheets  thai 
bunnies." 

Pleasure  and  success  are  not  nece 
sarily  incompatible,  but  Playboy  loo 
like  a  clear-cut  case  of  carrying  th 
mixture  too  far.  For  all  its  new  ded 
cation  to  a  more  businesslike  attitud 
the  rabbit's  old  habits  die  hard.  ■ 


"Candles  Were  A  Luxury 


For  the  Saudis,  the  question  isn't  whether  to  spend 
$30  billion  a  year,  but  how  to  spend  it  wisely. 


Gazi  Gosaibi  remembers  what  Saudi 
Arabia  was  like  long  before  anyone 
grasped  how  potentially  wealthy  it 
is.  "I  was  born  in  1940,"  the  tall 
eloquent  Saudi  says,  while  being  in- 
terviewed in  Jeddah.  "When  I  was 
born  my  mother  died  of  typhoid  be- 
cause there  was  no  doctor  in  the 
town.  She  was  28.  We  had  scorpions 
living  in  our  house;  I  was  stung  more 
than  once,  and  was  lucky  to  survive. 
The  infant  mortality  rate  was  more 
than  60%  or  70%;  you  had  six  or  seven 
children  in  order  to  end  up  keeping 
one  of  them.  We,  of  course,  had  no 
electricity.  Even  candles  were  a  luxu- 
ry for  us." 

Today,  having  earned  a  masters 
from  the  University  of  Southern  Cal- 
ifornia and  a  Ph.D.  from  London  Uni- 
versity, Gosaibi  is  one  of  the  key  men 
responsible  for  bringing  his  semifeu- 
dal  country  into  the  20th  century,  and 
away  from  its  near  total  dependence 
on  depletable  petroleum  reserves.  As 
minister  of  industry  and  electricity,  he 
oversees  programs  such  as  the  Indus- 
trial Fund,  which  provides  interest- 
free  loans  of  up  to  50%  of  total  capital 
to  private  entrepreneurs  setting  up 
businesses  in  Saudi  Arabia. 

In  ironic  contrast  to  most  of  the 
rest  of  the  world,  Saudi  Arabia's 
problem  is  not  where  to  get  money 
but  how  to  invest  it  intelligently. 
This  is  a  tougher  problem  than  it 
seems  in  a  country  that  has  only  a 
small  internal  market,  a  very  real 
shortage  of  indigenous  labor  and 
scarcely  any  industrial  base  or  infra- 
structure. "The  other  day,  someone 
came  to  me  for  a  loan  for  a  watch 
factory,"  says  Gosaibi.  "I  said,  'You 
are  crazy.  Who  is  going  to  buy 
watches  made  in  Saudi  Arabia?  They 
will  probably  all  be  dusty  anyway.'  " 


Saudi  Arabia's  industrial  develop- 
ment therefore  will  be  heavily  capi- 
tal-intensive—since money  is  plentiful 
and  labor  scarce.  It  will  lean  heavily 
on  government  projects  for  such  high- 
ly automated  facilities  as  petrochem- 
ical and  fertilizer  plants,  an  aluminum 
smelter  and  a  steel  mill.  They  are  all 
part  of  the  Saudi  kingdom's  massive 
$142-billion,  five-year  (1975-80)  plan 
designed  to  provide  the  country  with 
the  goods  and  services  Westerners 
take  for  granted— roads,  electrical 
power,  communications. 

Can  that  much  money  be  spent  in- 
telligently so  quickly  by  an  almost 
primitive  society?  Many  people  doubt 
it.  Congestion  in  Saudi  Arabia's  ports, 
labor  and  housing  shortages— though 
less  severe  than  a  year  ago— still  cause 
costly  delays  on  projects,  which  in  turn 
add  to  an  already  high  (30%-plus)  in- 
flation rate. 

But  Gosaibi  offers  a  compelling  de- 
fense of  the  plan  to  diversify  the 
desert  kingdom.  "I  don't  know  why 
some  people  take  it  into  their  heads 
that  these  projects  [petrochemical 
plants  and  the  like]  are  very  expensive 
toys  and  are  not  feasible,"  he  says. 
He  denies,  for  example,  that  the  Sau- 
dis' planned  aluminum  smelter  will 
add  to  overcapacity  in  the  market, 
despite  aluminum  projects  in  nearby 
Bahrain  and  Qatar:  "We  are  working 
very  closely  with  the  Bahrainis  and 
the  Qataris  and  I  can  assure  you  that 
we  are  not  going  ahead  with  our 
smelter  unless  we  are  convinced  there 
is  a  demand  for  it."  A  proposed  fer- 
tilizer plant,  for  instance,  is  on  the 
back  burner  until  the  fertilizer  out- 
look improves. 

Gosaibi  leans  forward  intently 
when  it  is  suggested  to  him  that  the 
Saudis  should  set  more  modest  goals 


than  trying  to  invest  nearly  $30  bil 
lion  a  year:  "A  foreigner  from,  say 
Los  Angeles  would  come  here  and 
say:  'Why  are  you  in  such  a  hurry?' 
If  this  man  had  lost  his  mother  be-t 
cause  there  was  no  doctor  in  the  townj 
he  would  be  very  anxious  to  have) 
about  ten  hospitals.  Now  this  will 
congest  the  ports,  it  will  create  pres 
sures,  but  he  will  still  want  to  see  the! 
hospitals  built.  Unless  you  bear  in| 
mind  this  yearning  of  our  people  toj 
have  a  human  living  after  aboutl 
3,000  years  of  subhuman  existence,  I 
don't  think  you  will  find  it  possible  tol 
understand  what  goes  on  in  Saudi 
Arabia. 

"It's  as  simple  as  this.  If  we  set 
much  more  modest  goals,  we  will  end 
up  achieving  much  less."  ■ 


Gazi  Gosaibi:  The  Saudi 
industrial  development  projects 
are  not  "expensive  toys." 
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How  a  Key  Agent  of  The  Home 
helped  a  small  business 
keep  its  head  above  water. 

Vhen  water  from  a  ruptured  pipe  flooded 
he  Morris  Drapery  Shop  in  Utica,  N.Y.,  the 
irst  person  the  desperate  owner  called  was 
idney  Friedlander,  a  Key  Agent  of  The  Home 
nsurance  Company. 

Sidney  immediately  alerted  the  fire  depart- 
nent  and  rushed  to  the  scene  where  his  fast 
ction  helped  save  the  store's  inventory 
nd  weeks  of  costly  shutdown. 

Personal  involvement.  Another  reason 
/hy  your  Home  Key  Agent  is  the  man  to  see 

tome  Key  Agents  give  you  that  "Something  Extra!'® 


when  it  comes  to  insurance.  He  gives  you 
that  "Something  Extra'' 

For  the  Key  Agent  nearest  you,  look  in 
the  Yellow  Pages. 

The  Home    A  J 
Insurance  '1 
Company  f 1 

ACity  Investing  Company 


It  isn't  easy  to  improve  a  Cadillac. 

But  we  did. 


Cadillac  1977 


The  question  is:  How  do  you  improve  a  car  that  consis- 
tently has  had  the  highest  repeat  ownership  and  the  high- 
est resale  value  of  any  U.S.  luxury  car  make7  How  do 
you  improve  a  Cadillac9 

What  we  did. 

We  engineered  the  car  from  the  ground  up,  to  get  more 
miles  per  gallon.  To  make  more  efficient  use  of  space. 
Using  the  world's  foremost  automotive  technology,  we 
literally  created  a  new  generation  of  the  luxury  car.  New 
body.  New  chassis.  New  suspension  system.  New 
engine.  It  was  a  total  effort  that  incorporated  all  require- 
ments into  one  fully  integrated  design.  The  result:  a 
luxury  car  designed  and  engineered  for  a  changing  world. 
Increased  mileage.  Each  of  this  new  generation  of 
Cadillacs -the  Fleetwood  Brougham,  Coupe deVille and 
Sedan  deVille- provides  better  mileage  than  its  1976 
counterpart. 

Room  where  it  counts.  There's  more  rear  legroom  and 
headroom  in  the  DeVilles.  The  Brougham  retains  the 
legroom  and  headroom  of  its  spacious  1976  counter- 
part. And  all  have  that  roomy.  Cadillac-size  trunk. 
A  superb  ride. ..and  more.  Luxury  takes  on  a  new 
dimension  in  Cadillac  1977.  We  gave  it  great  new  lines. 
Clean.  Crisp  Sculptured.  We  built  in  extensive  measures 
to  help  fight  corrosion  Gave  it  a  superb  ride.  With  a 
new  front  suspension  system... and  match  mounting 
of  tires  and  wheels  for  rolling  smoothness.  In  short,  we 
built  the  next  generation  of  the  luxury  car 

How  we  did  it. 
Basically,  we  built  on  success.  Retaining  what  you  like 
about  Cadillac -the  comfort,  luxury,  security  and  roominess 


-and  adding  to  it,  By  using  many  of  the  design  co 

cepts  of  Seville  and  by  taking  full  advantage  of  the  mos 

advanced  automotive  technology. 

Advanced  engineering.  The  computer  played  an  impel 

tant  role- performing  in  minutes  what  once  requirei 

months. 

What  it  means  to  you. 

Greater  fuel  economy.  The  1 977  Fleetwood  Brougham 
Coupe  deVille  and  Sedan  deVille  are  designed  to  conserv 
fuel.  In  1977  EPA  mileage  tests.  Cadillac  was  estimate 
at  14  miles  per  gallon  city  and  18  mpg  highway.  (II 
California,  EPA  figures  are  lower.)  Your  mileage  could  van 
depending  upon  the  type  of  driving  you  do,  your  drivinj 
habits,  your  car's  condition  and  available  equipment. 
More  maneuverability. . .  for  easier  parking.  The  turning 
circle  of  the  DeVilles,  for  example,  was  dramatically  r 
duced  from  45.1  to  40.5  feet  curb-to-curb.  Here  is  an 
agile  luxury  car  Quick  to  respond.  With  performance 
that  could  surprise  you. 

Even  more  comfort  and  convenience.  There's  a  new 
instrument  panel  that  organizes  things  for  you  New 
easy-entry/easy-exit  door  design.  And  for  1977,  a 
shoulder/seat  belt  combination  you  can  conveniently 
draw  across  your  lap  any  way  you  like. 
A  ride  you  wont  believe.. .until  you  take  a  test  drive 
Your  Cadillac  dealer  would  be  happy  to  arrange  it.  Ther 
you'll  discover  why  we  call  it  the  next  generation  of  th{ 
luxury  car. 

And  for  a  different  kind  of  luxury... you  might  cor 
sider  the  newly  refined,  international-size  Seville  by  Cadillac 
or  the  sporty  1977  Eldorado  with  front-wheel  drive. 


GM 


"There's  nothing  special  about  a  pillow 
unless  it's  not  offered!' 

Frank  Borman,  President,  Eastern  Airlines 


What  we're  really  saying  is  that  Eastern  is  an 
airline  that  tries  to  anticipate  your  needs. 

This  attitude  holds  true  whether  it's  a  pillow, 
a  blanket,  a  second  cup  of  coffee,  a  hand  with  your 
hand  luggage  or  just  a  question  answered  about 
connecting  flights. 

These  things  aren't  superficial.  These  are  the 
things  that  make  or  break  an  airline. 

We  know  you  pay  good  money  to  sit  in  one  of  our 
seats  and  you  expect  a  lot  in  return. 

You  expect  to  know  that  when  you  make  a 
reservation  for  a  seat  it  will  be  there  waiting  for  you. 
That  it  won't  be  given  away  to  someone  else. 

And  when  you  do  sit  in  it,  you  expect  courteous 
prompt  service. 


The  point  we're  making  is  quite  simple.  We  know 
what  it's  going  to  take  to  get  you  to  fly  Eastern  again 
and  again. 

It's  personal  service.  The  kind  of  personal  service 
that  helped  win  us  2  million  more  passengers  last  year 
than  the  year  before. 

Obviously,  we're  succeeding.  But  we  won't  stop 
here.  Because  if  we  want  you  to  fly  Eastern  all  the  time, 
and  we  do,  we  have  to  earn  our  wings  every  day. 

Every  day. 

^  EASTERN 

THE  WINGS  OF  MAN 


"The  Wings  of  Man"  is  a  registered  service  mark  of  Eastern  Air  Lines.  Inc 


The  Great  Big 
Railroad  That  Could 


For  most  railroads,  their  natural  resources  potential 
remains  mostly  potential.  But  it's  a  different 
story  at  Union  Pacific,  thanks  largely  to  a 
smart  lawyer  named  Frank  Barnett. 


By  ROBERT  J.  FLAHERTY 

Last  month  the  nation's  biggest 
stockbroker,  Merrill  Lynch,  Pierce, 
Fenner  &  Smith,  and  its  stuffiest  in- 
vestment banker,  Morgan  Stanley  & 
Co.,  were  of  one  mind:  Each  brought 
out  strong  "buy"  recommendations 
for  Union  Pacific  Corp.  at  57.  Merrill 
Lynch  and  Morgan  Stanley  both  liked 
UP  as  a  long-term  energy  play— even 
though  the  stock,  recently  split  2-for- 
1,  is  already  nudging  an  alltime  high 
and  sells  at  a  well-above-market  14 
times  last  year's  earnings. 

But  Union  Pacific  President  James 
H.  Evans,  55,  has  his  own  favorite 
buy  recommendation  and  not  for  that 
reason.  Says  Evans:  "We  had  a  major 
insurance  company  tell  us  that  the 
main  reason  they  took  a  very  large 
position  in  our  stock  is  because  of  all 
the  things  we  didn't  do.  Ironically, 
one  of  the  things  we  didn't  do  was 
acquire  an  insurance  company." 

Evans  smiles  broadly:  "The  best 
deals  we  ever  made  were  the  ones  we 
didn't  make." 

A  good  point,  that.  When  Chair- 
man Frank  E.  Barnett,  64,  retires,  to 
be  succeeded  by  Evans,  he  will  in  his 
quiet  way  have  carried  out  one  of  the 
most  successful  management  transfor- 
mations of  recent  years.  He  has  taken 
a  railroad  and  turned  it  into  a  highly 
diversified,  highly  profitable  company 
and  has  done  so  without  running  up 
huge  debt,  without  diluting  stock- 
holders' equity  and  without  the  hel- 
ter-skelter acquiring  that  brought  so 
many  conglomerates  to  grief. 

Look  at  the  record.  In  Forbes' 
Profits  500  (May  15),  UP  ranks  first 
among  the  railroads  and  64th  among 
all  major  corporations.  Growing  almost 
every  year— there  was  a  slight  dip  dur- 
ing the  1974  recession— UP's  earnings 
per  share  have  increased  from  $1.93 
in  1971  to  $3.12  in  1975  and  $3.91  in 


1976.  This  year  they  should  hit  $4.70. 
Analysts  who  know  the  company  well 
think  that  it  will  have  no  serious 
problems  in  producing  15%  annual  in- 
creases in  earnings  over  the  next  de- 
cade. If  they  are  correct,  UP's  earn- 
ings could  be  over  $7  a  share  by 
1980  and  $14  by  1985.  That's  growth 
with  a  capital  G. 

While  UP's  debt  has  increased  from 
under  $200  million  to  more  than  $700 
million  in  the  past  decade,  its  stock- 
holders' equity  has  increased  by  an 
even  greater  amount.  As  a  result,  UP's 
debt  to  total  capitalization  ratio  is  on- 
ly 27%,  low  indeed  for  a  railroad-cum- 
natural  resources  company.  Moreover, 
during  a  decade  when  UP's  revenues 
nearly  quadrupled,  only  a  minimal 
number  of  new  common  shares  was 
issued.  The  dilution  was  nil. 

Because  UP  husbanded  its  re- 
sources when  many  other  big  corpora- 
tions were  squandering  theirs,  it  is  in 
superb  shape  to  handle  the  oppor- 
tunities it  faces.  This  year  it  will 
spend  $500  million  on  capital  projects 
—substantially  more  than  any  other 
railroad,  including  some  that  also 
have  substantial  nonrailroad  proper- 
ties. About  65%  of  this  money  will 
come  right  out  of  cash  flow;  the  rest 
has  already  been  raised.  Thus  UP  will 
come  out  of  this  year  of  record  capital 
spending  with  a  debt  ratio  no  higher 
than  it  started  the  year  with. 

What  "didn't"  Barnett  do  that 
made  all  this  possible? 

First  of  all,  says  Executive  Vice 
President  William  S.  Cook,  54:  "You 
should  give  us  a  pat  on  the  back  be- 
cause we  did  not  conglomerate.  We 


had  the  cash  to  do  so,  and  the  banks 
and  brokers  brought  us  great  buys." 

President  Evans  chimes  in:  "In 
house,  we  made  an  early  decision— 
which  was  backed  up  by  the  board- 
not  to  enter  into  any  business  unless 
we  knew  something  about  it  and  un- 
less it  fitted  our  operations." 

Cautiously  Aggressive 

Perhaps  UP  looked  stodgy  in  the 
late  Sixties.  Here  it  was  sitting  on 
14,000  surface  acres  of  land,  and  land 
development  was  the  fashion  of  the 
day.  Almost  everybody  was  getting 
into  it.  UP  wasn't  asleep  at  the  switch, 
but  neither  was  it  in  any  kind  of  a 
hurry.  In  the  end  it  built  a  number  of 
houses  and  apartments  in  Southern 
California,  and  wrote  off  $5  million. 
This  in  a  field  where  industry  lost 
well  over  a  billion  dollars. 

Says  Cook:  "Housing  was  a  big 
temptation.  Fortunately  we  started 
small  and  learned  before  it  was  too 
late  that  housing  is  great  for  entre- 
preneurs who  want  cash  flow  and  low 
taxes,  but  is  no  good  for  a  publicly 
owned  corporation  that  has  to  report 
earnings  per  share." 

So  much  for  what  UP  didn't  do: 
It  didn't  swap  stock;  it  didn't  pile  up 
debt;  it  didn't  grow  for  mere  growth's 
sake.  But  what  did  it  do  that  made 
possible  its  impressive  record? 

Where  Barnett  and  his  aides  did 
move,  they  moved  slowly  but  decisive- 
ly. Carefully  they  avoided  the  sin  of 
pride— they  never  said:  "We  can  do 
anything."  They  made  almost  a  fetish 
of  joint  ventures  with  partners  who 
could  provide  knowhow  that  couldn't 
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be  expected  of  a  predominantly  rail- 
road company.  "It  seemed  to  us,"  says 
Evans,  "that  we  could  get  our  busi- 
ness developed  a  lot  faster  and  make 
a  lot  more  money  every  year  if  we 
used  partners  than  if  we  tried  to  do 
everything  ourselves.  After  all,  half  of 
a  great  deal  is  a  great  deal  more 
than  all  of  a  little— or  of  nothing." 

Like  most  western  railroads  (see 
box,  p.  39),  Union  Pacific  got  huge 
land  grants— in  a  roughly  checkerboard 
pattern  along  its  right-of-way.  As  it 
sold  the  land  off  to  encourage  settle- 
ment (and  thus  traffic  for  the  road), 
it  tended  to  hold  onto  the  mineral 
rights.  It  developed  coal  mines  to  fuel 
its  locomotives  when  the  iron  horses 
switched  away  from  wood,  but  later 
closed  them  down  when  diesel  engines 
took  over.  It  made  a  good  deal  of 
money  from  oil,  but  by  the  Sixties  its 
oil  production  was  down.  The  po- 
tential was  enormous— but  for  de- 
cades it  remained  just  that:  potential. 

In  1961  UP  head  Robert  Aber- 
crombie  Lovett,  Secretary  of  Defense 
during  the  Korean  War  and  still  a  di- 
rector today,  made  a  major  change. 
Although  the  company  had  tradition- 
ally been  headquartered  in  Manhat- 
tan, all  of  the  operations  were  run 
from  railroad  headquarters  in  Omaha. 
Lovett  decreed  that  the  company  be 
physically  divided  into  three  parts: 
railroad;  energy;  land.  In  part,  this  was 
a  precautionaiy  move.  Suppose  the 
government  should  nationalize  the 
railroads?  At  least  the  company  would 


go  on,  its  valuable  natural  resource 
holdings  separate  from  the  railroad. 
But  in  part,  too,  this  was  an  intelli- 
gent effort  to  give  more  weight  to  land 
and  to  energy  so  that  they  were  not 
subordinated  to  the  railroad. 

At  that  time,  these  activities  seemed 
little  more  than  a  sideline.  In  1961, 
for  example,  UP  was  producing  just 
37,000  barrels  of  oil  a  day  from  the 
dwindling  Wilmington  field  in  Cali- 
fornia and  a  few  other,  smaller  fields. 

An  Ohio-born  lawyer,  Frank  Bar- 
nett  succeeded  Lovett  in  1969.  One 
of  Barnett's  first  jobs  had  been  to 
make  an  accurate  inventory  of  UP's 
nonrailroad  resources,  which  had 
been  almost  systematically  neglected 
by  railroad-minded  predecessors. 

Once  in  charge,  Barnett  decided  to 
concentrate  on  railroad  and  legal  mat- 
ters and  to  trust  energy  development 
to  someone  else.  For  the  task  he 
picked  a  fellow  lawyer,  James  H. 
Evans,  then  president  of  Manhattan's 
Seamen's  Bank  for  Savings.  Evans 
was  no  energy  expert,  but  he  im- 
pressed Barnett;  both  are  cool,  un- 
flappable men.  Evans  has  the  added 
advantage  of  a  strong  physical  pres- 
ence. (With  his  impeccable  dress,  his 
deep,  commanding  voice,  he  could 


Transition:  In  searching  for 
his  own  successor  at  Union 
Pacific,  Chairman  Frank  E. 
Barnett,  64  (above),  wanted 
more  than  an  energy  specialist 
to  develop  UP's  vast  natural 
resources.  He  wanted  a  good 
generalist.  His  choice  was  a 
55-year-old  fellow  lawyer, 
James  H.  Evans  (left). 


easily  have  been  an  actor,  but  instead, 
his  audience  is  fellow  executives, 
stockholders  and  potential  partners 
and  moneylenders.)  Of  his  choice  of 
Evans,  Barnett  says:  "The  great  need 
in  this  company  as  well  as  in  many 
others  is  for  good  generalists." 

As  generalists— but  cautious  gen- 
eralists—Barnett  and  Evans  made  haste 
slowly,  refusing  to  be  rushed  by  the 
frenetic  pace  of  the  go-go  years.  As 
they  took  steps  to  develop  UP's  huge 
reserves  of  trona  (a  rocklike  sub- 
stance used  for  making  glass  and  de- 
tergents), UP  granted  leases  and 
moved  into  a  joint  venture  with 
Stauffer  Chemical.  For  uranium  they 
did  likewise,  joining  up  with  Mono 
Power  Co.,  a  subsidiary  of  Southern 
California  Edison.  When  UP  decided 
to  expand  its  long-standing  position 
in  oil,  it  teamed  up  with  Standard  Oil 
of  Indiana— moving  into  petroleum  in 
a  big  way  only  when  management 
felt  it  was  ready  and  even  then 
through  one  of  UP's  rare  acquisitions. 
Even  with  considerable  past  experi- 
ence in  coal  UP  didn't  act  on  its  own. 

Rather  than  move  to  Omaha,  closer 
to  the  physical  properties,  Evans  sig- 
nificantly decided  to  remain  in  New 
York.  "For  our  holding  company,"  he 
says,  "one  advantage  of  New  York 
City  is  its  intellectual  environment. 
When  you  are  doing  long-range  stra- 
tegic planning,  you  should  be  where 
you  are  exposed  to  many  ideas  so  you 
can  keep  up  with  the  current  thinking 
and  check  your  own  ideas." 

To  emphasize  the  separation  of 
railroading  and  land  and  energy, 
Evans  says:  "The  holding  company 
needed  to  create  a  central  unit  to  plan, 
analyze,  budget  and  audit— an  in- 
depth  financial  arm.  UP  had  all  those 
factors  in  the  railroad.  They  would 
also  have  to  be  built  up  in  land,  oil 
and  natural  resources." 

Evans'  first  move  was  to  hire  now 
Executive  Vice  President  Bill  Cook, 
"UP's  walking  computer,"  as  a  fellow 
executive  calls  him.  Cook's  career 
seemed  in  disarray.  He  left  General 
Electric  after  14  years  because  he 
did  not  get  a  job  he  thought  he  de- 
served. He  went  to  the  Pennsylvania 
Railroad  in  1962,  but  resigned  in 
1968,  a  few  months  following  the 
Penn  Central  merger.  "When  they 
agreed  to  take  in  the  New  Haven, 
that  was  the  last  straw.  I  knew  there 
was  no  hope,  and  left,"  Cook  says. 

Joining  Charles  K.  Reiger,  another 
GE  alumnus  at  Ebasco,  Cook  sud- 
denly faced  unemployment  again. 
Ebasco  was  being  acquired  by  Boise 
Cascade  and  there  would  be  no  place 
for  him.  He  had  made  two  bad  de- 
cisions in  a  row. 

Meanwhile,  in  search  of  a  number 
two  man,  Jim  Evans  turned  to  his  old 

FORBES,  JUNE  1,  1977 


Assets  And  Attitudes 

Ralph  Nader  might  ask  who  gave  away  so  much  of 


the  people's  resources  to  a  "soulless  corporation"  like 
the  Union  Pacific?  The  answer  is  President  Abraham 
Lincoln.  Honest  Abe  at  the  time  was 
more  worried  about  whether  the  U.S. 
would  survive  as  one  nation  than 
whether  the  heirs  of  the  heirs  cf  the 
heirs  of  some  businessmen  might  end 
up  with  a  good  thing. 

Lincoln  signed  an  act  to  encourage 
linking  the  East  to  the  West  by  rail. 
The  lure  was  free  land  granted  to  the 
railroad— alternate  squares  20  miles  on 
each  side  of  the  new  track  laid.  Each 
square  was  640  acres  and  the  adjoin- 
ing square  was  often  owned  by  the 
federal  or  state  government  to  form  a 
checkerboard  pattern. 

When  the  famous  golden  spike  was 
finally  driven  in  1869,  UP  had  been 
awarded  nearly  12  million  acres.  It  be- 
gan selling  the  land  to  homesteaders 
—to  help  pay  for  the  railroad.  But 
happily  for  today's  UP  stockholders, 
the  land  sold  slowly,  much  of  it  being 
barren,  and  by  the  time  locomotives 
switched  to  coal,  UP  still  owned  more  than  half  its 
original  acreage,  mostly  in  Wyoming  and  Utah.  Once 
coal  came  in,  the  company  retained  mineral  rights  on 
7.9  million  acres  when  it  did  sell  land.  The  coal  there- 
from drove  its  trains  across  the  plains  and  over  the 
mountains.  Then  as  now  the  natural  resources  nurtured 
the  railroad;  it,  in  turn,  helped  develop  the  resources. 

The  UP  was  born  in  fi- 
nancial scandal— the  Credit 


Edward  H.  Harriman 


Mobilier— but  it  was  rescued  by  one  of  the  so-called 
robber  barons.  If  Edward  H.  Harriman— one  of  six 
children  of  a  poor  Episcopalian  clergyman— was  a  rob- 
ber baron,  perhaps  this  country  needs  more  such.  The 
"little  bookkeeper,"  as  he  was  known,  was  hated  by  the 
J. P.  Morgan  interests.  Bernard  Baruch 
admired  his  skill  and  boldness  in  stock 
market  operations,  describing  him  as 
the  "epitome  of  all  that  was  dashing." 
(Harriman  made  his  first  big  killing 
on  The  Street  when  he  was  but  26.) 
Theodore  Roosevelt  blasted  him  as  a 
"wealthy  corruptionist"  and  an  "enemy 
of  the  Republic."  But  it  was  Harriman 
who  turned  what  contemporaries  re- 
ferred to  as  "two  streaks  of  rust  and 
a  right-of-way"  into  the  country's  pre- 
mier railroad  property.  Harriman's  ba- 
sic strategy  was  simple:  Squirrel  mon- 
ey away  when  times  are  good,  then 
spend  it  like  crazy  when  things  are 
bad  and  bargains  appear. 

Averell  Harriman,  governor,  diplo- 
mat, presidential  aspirant,  started  his 
working  career  with  his  father's  rail- 
road, and  built  on  its  behalf  Sun  Val- 
ley, Idaho,  the  nation's  first  great  win- 
ter resort.  Another  son,  E.  Roland 
Harriman,  still  sits  on  the  UP  board,  as  does  a  grand- 
son, Elbridge  T.  Gerry,  chairman  of  the  executive  com- 
mittee. Brigham  Young,  too,  once  served  on  the  board, 
reflecting  the  railroad's  importance  to  the  Mormon  com- 
munity in  Salt  Lake  City.  Although  the  present  op- 
erating management  is  unconnected  with  Edward 
Harriman  by  blood  or  marriage,  his  style,  alternately 
cautious  and  bold,  still  in- 
fluences them  (see  story) . 


Promontory  Point,  Utah,  May  10, 
1869:  The  golden  spike  is  driven 
in  to  join  the  Union  by  rail. 
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friend  Roy  L.  Johnson,  now  retired 
but  then  vice  president  of  manpower 
development  at  GE.  "I  asked  him 
who  was  the  best  all-around  top-level 
financial  man  he  knew  in  the  coun- 
try," says  Evans.  "He  said:  'Bill 
Cook.'  "  So  Bill  Cook  became  the  first 
employee  Evans  hired. 

Now  to  work.  UFs  western  coal 
was  a  big  problem:  It  was  far  from 
eastern  markets,  and  environmental- 
ists battled  its  use  or  development. 
So  Barnett  and  Evans  decided  to  con- 
centrate first  on  its  oil,  where  the 
market  existed.  The  Overthrust  Belt, 
an  oil-  and  gas-rich  area,  cuts  through 
about  1.9  million  acres  of  UP's  land. 

"When  I  received  estimates  of  how 
much  money  it  would  take  to  develop 
our  Rocky  Mountain  land,  it  was 
such  a  horrible  figure  that  I  decided 
right  there  and  then  to  figure  out 
some  other  way,"  says  Barnett.  He 
points  out  UFs  debt  ratios  would  have 
gone  out  of  whack  and  that  he  lacked 
the  people  and  expertise. 

Standard  Oil  of  Indiana  provided 
the  solution.  It  agreed  in  1969  to  a 
drilling-and-exploration  program  on 
several  million  of  UP's  land  grant 
acres.  This  agreement  will  end  this 
November.  It  will  not  be  renewed, 
but  it  has  served  both  partners  well. 


Indiana  drilled  2,135  wells  and  hit  oil 
or  gas  in  1,083  of  them.  So  far  UP 
has  gotten  $25.5  million  in  payments 
to  maintain  the  agreement.  More- 
over, in  each  of  the  640  checkerboard 
squares  that  UP  let  Standard  Oil 
drill,  .  UP  kept  the  rights  of  the  north- 
east corner  to  itself.  Whenever  Stan- 
dard Oil  discovered  something,  •  UP 
got  an  added  bonanza. 

Last  month  Barnett's  original  move 
got  the  sincerest  flattery.  Eight  years 
later  Burlington  Northern  has  just 
made  a  similar  oil-exploration  agree- 
ment with  Pennzoil  for  the  develop- 
ment of  its  own  land  grant. 

While  the  Standard  Oil  agreement 
got  the  oil  action  started,  Barnett 
knew  UP  could  never  develop  its  own 
potential  without  a  bigger  base.  So 
in  the  1969  cash  crunch,  Barnett  also 
made  his  only  acquisition,  the  oil  di- 
vision of  Celanese.  "We  went  to  Cela- 
nese,"  says  Barnett.  "We  knew  of  their 
need  for  cash  and  after  a  hell  of  a  lot 
of  negotiation,  we  got  their  Cham- 
plin  Petroleum."  It  was  a  typical  UP 
move  {see  box):  Hoard  cash  when 
others  are  spending  theirs,  spend 
yours  when  the  others  are  nearly 
broke.  Those  who  snickered  at  UP 
for  sitting  with  piles  of  cash  through 
the  early  1960s  laughed  no  more. 


BARNETT'S  BUILDUP 

Besides  keeping  his  UP  railroad  in  mint  condition,  Frank  Barnett  has 
aggressively  developed  its  natural  resources  to  the  point  where  UP 
now  invests  more  in  its  resources  than  in  its  right-of-way. 


For  $240  million  in  cash,  $70  mil- 
lion over  book  value,  UP  got  an  in- 
tegrated oil  company.  Today  its  cash 
flow  annually  is  equal  to  half  the  pur- 
chase price  and  UP  long  since  has 
gotten  its  money  back.  Champlin  is 
the  U.S.'  24th-largest  oil  company. 

Gradually  Champlin  has  been  re- 
oriented so  that  it  can  take  better 
advantage  of  UP's  Rocky  Mountain 
resources.  UP  has  trebled  the  amount 
Champlin  spends  on  exploration  and 
at  the  same  time  shifted  emphasis 
from  75%  offshore  to  85%  inland. 
Within  the  last  two  years  Champlin 
has  pulled  out  of  exploration  in  far- 
away spots  such  as  the  Philippines, 
Indonesia  and  Peru,  sold  its  share  of 
a  big  North  Sea  oil  strike  and  has 
written  off  an  equally  big  drilling 
failure  off  the  Florida  coast.  While 
Champlin  has  good  offshore  prospects 
in  California  and  Alaska,  its  biggest 
recent  discoveries  and  prospects  are 
in  the  Rocky  Mountain  areas— often  in 
its  own  land  grant  area.  In  fact,  Wil- 
liam T.  Smith,  the  Indiana  executive 
who  handled  the  1969  exploration 
agreement  with  UP,  has  now  joined 
Champlin  as  its  president. 

UP  money  is  also  going  to  help 
Champlin  downstream.  A  $250-mil- 
lion  expansion  of  Champlin's  Corpus 
Christi,  Tex.  refinery  has  already  lifted 
its  capacity  from  64,000  barrels  a  day 
to  160,000  now.  Moreover,  this  ex- 
pansion opened  the  door  to  put  UP 
into  the  chemical  industry— but  again 
in  joint  ventures.  Britain's  Imperial 
Chemical  Industries  and  Belgium's 
Solvay  &  Cie  joined  with  UP  in  plan- 
ning a  1.2-billion-pound  ethylene 
plant  in  Corpus  Christi.  UP  was  ac- 
cepted as  a  37.5%  partner,  in  part  for 
its  financial  strength,  in  part  because 
the  expanded  Champlin  plant  was  a 
source  of  raw  materials.  This  vast 
complex  won't  go  on  stream  until 
1980,  but  in  a  decade  it  should  be  a 
major  contributor  of  profits— all  with 
only  minimal  direct  UP  investment. 

Already  Champlin  is  an  $816- 
million  (sales)  company  with  profits 
last  year  of  nearly  $76  million.  On  its 
own  it  would  have  ranked  240th  in 
Forbes'  Profits  500,  ahead  of  such 
big  companies  as  Walt  Disney,  Reyn- 
olds Metals  and  Westmoreland  Coal. 

If  oil  is  the  most  spectacular  of 
Barnett's  and  Evans'  accomplishments, 
it  is  not  the  only  one.  Rocky  Moun- 
tain Energy,  the  subsidiary  that  man- 
ages UP's  nonoil  natural  resources, 
earned  $16  million  last  year— a  five- 
fold increase  in  three  years.  Rocky 
Mountain's  trona  has  done  well  as  a 
replacement  for  artificial  caustic  soda, 
the  manufacture  of  which  creates  en- 
vironmental problems. 

Uranium,  where  UP  is  just  about 
to  open  its  first  mine-mill,  could,  with 
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Farrell  Lines.  Its  a  grand  old  flag  line. 
With  a  grand  new  look. 


At  Farrell  Lines,  we're  proud  to  do 
a  little  flag  waving— right  from  the  sterns 
of  the  sixteen  vessels  in  our  fleet.  With 
all  the  dynamic  changes  taking  place  at 
Farrell  Lines,  we've  never  carried  Old 
Glory  to  so  many  places  as  we  do  today. 
Our  primary  destinations  are  growing  so  fast,  it's 
hard  to  keep  up  with  them.  First,  there's  Africa,  where 
we  go  to  East,  South  and  West  African  ports.  Then, 
there's  Australia  and  New  Zealand.  And  most  recently 
the  islands  of  the  South  Pacific. 


We've  expanded  our  full-service  departure  points 
as  well.  We  now  sail  from  all  four  U.S.  coasts:  East 
and  West  Coast  ports,  Gulf  ports  and  the  Great  Lakes, 
and  Canadian  ports  on  both  coasts. 

Our  ships  and  equipment  are  the  most  modem 
LASH  vessels  and  fully  containerized  ships;  and  ships 
that  provide  breakbulk,  reefer,  heavy  lift  and  deep 
tank  service. 

We  currently  have  a  program  of  "jumbo-ization" 
to  increase  the  carrying  capacity  of  our  container 
fleet— a  fleet  that  is  entirely  American  built,  manned 
and  supplied.  So  American  dollars  stay  at  home. 


f   LASH  ship 


So  if  you  have  something  going  our  way,  let's  do 
a  little  flag  waving  together.  Call  Farrell  Lines,  the  Amer- 
ican flag  line.  East  Coast:  One  Whitehall  St.,  NY,  NY 
10004.  West  Coast:  One  Market  Plaza,  San  Francisco, 
CA  94105. 


INCORPORATED 


Rebuilding  America's  merchant  fleet. 
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the  likely  addition  of  three  more  such 
operations,  be  contributing  $20  mil- 
lion a  year  in  profits  by  1981,  accord- 
ing to  Morgan  Stanley. 

And  then  there  is  coal.  UP  owns 
some  2  billion  tons  in  Wyoming,  Utah 
and  Colorado  that  are  recoverable  by 
methods  currently  economically  feas- 
ible. Beyond  that  there  are  deposits 
of  at  least  another  8  billion  tons- 
ignoring  everything  below  2,000  feet. 

Western  coal  still  poses  serious 
problems— distance  from  markets, 
government  leasing  delays  and  en- 
vironmentalist opposition.  Neverthe- 
less, 8  million  tons  of  coal  were  mined 
on  UP  lands  last  year— from  zero  in 
the  early  Seventies.  By  1985,  if  all 
goes  according  to  plan,  the  figure 
should  be  32  million  tons.  This  alone 
could,  by  Forbes  estimates,  produce 
$95  million  in  UP  profits. 


". . .  What  might  go 
wrong?  The  answer: 
'Hopefully,  nothing' . 


For  UP,  coal  pays  off  twice.  Its 
low-sulfur  coal  ends  up  being  shipped 
by  the  Union  Pacific  Railroad,  which 
altogether  carried  17.3  million  tons 
last  year,  up  from  4.8  million  before 
the  Clean  Air  Act  of  1970.  Forbes 
estimates  that  UP  could  be  carrying 
65  million  tons  of  coal  annually  by 
1985;  in  1977  dollars,  that  could  add 
as  much  as  $350  million  to  revenues. 

The  Union  Pacific  belongs  to  that 
handful  of  U.S.  railroads  that  are  in 
splendid  physical  condition.  The  rail- 
road itself  is  run  by  55-year-old 
Princeton  graduate  John  C.  Kenefick, 
who  is  regarded  by  many  of  his  peers 
as  the  best  operating  man  in  the  busi- 
ness. He  runs  a  railroad  into  which 
the  parent  company  has  poured  $1 
billion  in  the  past  six  years,  one  whose 
rolling  stock  is  among  the  newest  and 
whose  efficiency  is  high. 

But  sitting  as  he  was  in  New  York, 
Frank  Barnett  was  acutely  aware  that 
the  UP— no  matter  how  well  run— was 
not  operating  in  a  vacuum.  "In  the 
bad  old  days  of  the  Penn  Central," 
Baniett  says,  "we  had  people  hand 
us  freight  in  Los  Angeles  and  say, 
'Here,  take  it  to  Kansas  City  and  turn 
it  over  to  the  truckers.'  They  didn't 
want  their  goods  to  end  up  on  Penn 
Central  and  get  lost." 

Barnett  and  his  general  counsel, 
Senior  Vice  President  William  J.  Mc- 
Donald, went  to  work  and  drew  up 
the  plan  for  what  is  now  Conrail.  They 
knew  that  the  eastern  roads  couldn't 
get  on  their  feet  without  federal  aid, 
but  they  were  appalled  by  the  idea 
of     government     ownership— which 


could  very  well  lead  to  creeping  na- 
tionalization of  all  the  railroads.  Con- 
solidated Rail  Corporation  was  specif- 
ically designed  to  start  life  as  a  fed- 
eral ward  but  eventually  to  be  launch- 
ed on  its  own  as  a  private  company. 

Barnett's  engineers  figured  that  to 
rehabilitate  the  mainline  within  Con- 
rail  would  require  spending  $10  billion 
over  ten  years.  Since  Conrail  is  only 
one  year  old,  Bamett  thinks  it  will 
be  a  long  time  before  it  will  be  strong 
enough  to  become  part  of  all  those 
new  transcontinental  railroads  the 
government  planners  like  to  speculate 
about.  "The  danger  we  have  before  us 
is  that  people  will  lose  patience  with 
the  workout,"  he  concludes. 

What  about  the  rail  merger  move- 
ment? Barnett  has  not  forgotten  the 
13  years  of  trial  that  UP  went  through 
in  its  efforts  to  absorb  the  Rock  Is- 
land Railroad  and  thus  gain  direct 
access  to  Chicago.  As  the  hearings 
dragged  on,  the  Rock  Island  became 
sicker  and  sicker  and  finally  sank  into 
bankruptcy.  Meanwhile,  Penn  Central 
collapsed  and  railroad  mergers  lost 
their  glitter. 

The  chances  are,  therefore,  that 
UP,  will  move  cautiously  in  regard  to 
merger,  pending  developments  in  the 
East.  But  they  think  long  term  at  UP, 
and  no  one  seriously  believes  that  the 
heirs  of  Edward  H.  Harriman  would 
ever  give  up  hope  of  one  day  running 
a  coast-to-coast  railroad  that  is  not 
part  of  a  nationalized  system. 

But  the  big  opportunities  for  now 
are  in  energy— and  the  big  problems 
as  well.  "We  had  hoped  we  could  be 
in  an  unregulated  business  when  we 
bought  our  oil  company  and  devel- 
oped coal,"  Barnett  says.  "My  God, 
look  at  us  now!"  Barnett  feels  that 
President  Carter's  energy  program  is 
hopelessly  complex  and  impossibly 
ambitious.  "Every  other  sentence  in 
that  energy  message  requires  another 
and  different  bill,"  he  says,  "plus  in- 
volvement of  almost  every  committee 
in  Congress. 

"The  goal  for  coal  is  1  billion  tons 
a  year  against  600  million  today.  It 
could  be  done  if  they  would  turn  us 
loose,  but  they  won't."  Unless  there  is 
a  severe  backlash  against  environ- 
mentalism,  he  doubts  that  the  coal  in- 
dustry can  meet  Carter's  goals. 

Regardless  of  these  national  prob- 
lems, Union  Pacific  as  a  company  is 
in  exceptionally  fine  shape— in  rail- 
roading, in  oil,  in  coal.  Does  Frank 
Barnett  have  any  worries  about  the 
company?  What  does  he  think  might 
go  wrong  for  his  successors? 

"Hopefully,  nothing,"  Barnett  re- 
plied to  the  question.  And  he  said  it, 
not  with  an  air  of  fatuous  optimism, 
but  in  the  tone  of  a  man  who  knows 
that  he  has  built  solidlv  and  well.  ■ 


Doubling  The  Return:  Developing  its 
coal  may  well  be  UP's  greatest  op-  * 
portunity.  First  producing  and  then 
transporting  it,  UP  gets  double  earn- 
ings. The  haul  can  be  so  long  that 
freight  costs  often  exceed  the  cost 
of  coal  at  the  mine  mouth. 
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How  the  great  growth  markets 
bf  the 1970s  helped  Stauffer 
become  a  billion  dollar  business. 


/ou  expect  great  things 
:rom  a  company  like 
Btauffer,  and  when  you  look 
at  our  financial  results  you 
<now  you're  getting  them. 

1976  wasthefifth  con- 
secutive year  of  record 
sales  and  earnings.  In  1976 
sales  climbed  over  the  bil- 
ion  dollar  mark  for  the  first 
:ime.  Earnings  reached 
$113  million  or  $5.20  per 
share.  Dividends  were  up 
20  percent  to  an  all-time 
nigh  annual  rate  of  $1.44  per 
share  and  return  on  stock- 
lolders'  equity  stood  at  a 
obust  20.4  percent. 


Net  Sales 

Millions  ol  Dollars  $950 
$859 


$1.100 


1972  1973 


1974 


1975  1976 


Net  Earnings 
Millions  of  Dollars 


$113.0 


1972 


1973 


1974       1975  1976 


Even  more  importantly, 
over  the  five  year  period 
from  the  end 
of  1971  to  the 
end  of  1976, 
company 
sales  have 
more  than 
doubled 
while  com- 
pany earn- 
ings have  more  than  qua- 
drupled. 

Indeed  the  last  five  years 
have  been  years  of  land- 
mark accomplishments  for 
Stauffer  in  spite  of  some 
rough  spots  in  the  national 
economy. 

But  to  get  a  behind-the- 
figures  picture  of  Stauffer, 
you  need  to  look  at  the  mar- 
kets we  serve.  Markets  like 


agriculture;  food  systems; 
transportation;  building, 
construction  and  furnish- 
ings; petroleum  products 
and  refining;  laundry  and 
drycleaning 
systems; 
water  treat- 
ment; pack- 
aging and 
containers; 
textiles;  con- 
sumer goods 
and  others. 
Stauffer  is  helping  mar- 
kets like  these  grow  — and 
we'regrowing  with  them. 
Get  the  full  story  on  where 
we've  grown  and  where 
we're  growing.  Write  for 
copies  of  our  Annual  Re- 
port and  Markets  Report 
today.  StaufferChemical 
Company,  Dept. 
B,  Westport,  CT 
06880. 


Stauffer 

CHEMICALS 


ASARCO 

is  basic  in  smelting  and  refining, 


Asarco  is  the  largest  custom  smelter  and  refiner  in  the  world.  In  addition  to  producing 
copper,  lead,  zinc,  silver  and  other  metals  from  our  own  mines,  we  also  process  ores 
from  mining  companies  which  lack  the  facilities  to  convert  their  ore  into  metal. 

In  1976,  about  75%  of  the  copper,  95%  of  the  lead.  40%  of  the  zinc,  and  90%  of  the 
silver  produced  by  Asarco's  primary  plants  was  done  for  other  companies.  Custom 
smelting  and  refining  is  an  important  source  of  Asarco's  revenue  which  is  largely  inde- 
pendent of  fluctuations  in  metal  prices. 

We  have  built  the  most  modern  copper  and  lead  refineries  in  the  nation,  and  we  are 
up-dating  many  of  our  other  facilities  to  make  them  more  cost  and  energy  efficient 
ASARCO  Incorporated,  120  Broadway,  New  York,  NY.  10005 

ASARCO 


Basic  in  resources 


A  Little  Company 
With  Lots  Of 
Uranium  

United  Nuclear  stands  to  benefit  from  the  U.S. 
decision  to  slow  nuclear  power  development. 


Energy  policy  is  full  of  irony.  Presi- 
dent Carter's  decision  to  ban  plutoni- 
um  is  a  blow  to  the  nuclear  industry. 
It  ends  plans  for  fuel  recycling  and  a 
superefficient  breeder  reactor.  But 
that  helps  uranium  producers.  With- 
out plutonium  technology,  the  long- 
term  fuel  consumption  of  nuclear 
power  plants  may  go  up  40%. 

Uranium,  of  course,  has  long  been 
a  sideline  for  lots  of  big  companies. 
Kerr-McGee,  Arco's  Anaconda  and 
General  Electric's  Utah  International 
are  major  suppliers.  Petroleum  giants 
like  Exxon,  Gulf  and  Mobil  are  also 
involved.  But  the  number  four  U.S. 
producer  is  little  Washington,  D.C.- 
based  United  Nuclear  Corp.,  with  rev- 
enues of  $170  million  and  operating 
margins  of  over  25%.  It  also  has  about 
100  million  pounds  of  uranium  re- 
serves—nearly a  tenth  of  the  U.S.  total. 

"We  stuck  our  necks  out  over  the 
past  three  years  to  build  about  $100 
million  worth  of  mining  and  milling 
facilities,"  says  President  Keith  Cun- 
ningham, who  learned  mining  as  a 
boy  in  West  Virginia.  "As  a  result, 
we're  probably  better  off  for  reserves 
than  any  major  company."  By  1980  he 
hopes  to  sell  nearly  7  million  tons  of 
uranium,  making  UNC  "very  close"  to 
the  top  in  domestic  output. 

Mining,  however,  produces  just 
over  half  of  the  company's  revenue. 
The  majority  of  its  other  business 
comes  from  fabricating  fuel  rods  for 
nuclear-powered  ships.  UNC  shares 
this  profitable  market  with  Babcock  & 
Wilcox.  Now  Cunningham's  firm— a 
23-year-old  amalgam  that  includes 
former  divisions  of  Mallinckrodt,  Inc. 
and  Olin  Corp.— has  a  record  $270- 
million  order  backlog. 

UNC's  affluence  is  a  recent  event. 
In  the  early  days  of  nuclear  experi- 
mentation, the  old  Atomic  Energy 
Commission  encouraged  exploration 
by  buying  uranium  at  $8  per  pound- 
just  enough  to  develop  low-cost  sur- 


face deposits.  When  commercial  re- 
actors went  on  line  in  the  late  Sixties, 
the  uranium  market  didn't  budge,  and 
the  boom  in  mining  stocks  collapsed. 
Then  the  oil  embargo  kited  the  metal 
to  its  current  $40-plus  per  pound. 

That  rapid  increase  caused  con- 
siderable controversy.  Rumors  of  an 
international  cartel  bubbled,  but  Cun- 
ningham, a  54-year-old  lawyer,  thinks 
there  are  other  explanations.  "De- 
mand was  withheld  from  the  market," 
he  says.  "Westinghouse  was  selling  re- 
actors and  offering  utilities  long-term 
contracts  for  uranium  without  buying 
it  from  producers,  and  the  volume 
they  were  dealing  with  amounted  to 
nearly  three  times  annual  U.S.  pro- 
duction." That  situation  led  to  a  wel- 
ter of  litigation.  (Westinghouse, 
which  has  filed  its  own  antitrust  suit 
against  United  and  28  other  uranium 
producers,  now  faces  nearly  $2  billion 
worth  of  claims  from  irate  customers. ) 

Outwardly,  United  is  sitting  pretty. 
Its  average  uranium  selling  price  is 
$28  per  pound,  over  twice  that  of 
most  producers,  which  have  a  higher 
percentage  of  old,  low-priced  con- 
tracts. But  that  masks  another  legal 
tangle:  UNC  looks  so  good  because  it 
is  refusing  to  meet— indeed,  suing  to 
break— a  huge  Gulf  Oil  contract  in- 
volving over  a  fourth  of  its  reserves, 
most  of  which  was  sold  at  $10  a 
pound.  Experts  expect  the  case  to  be 
setded  eventually  at  some  price  be- 
tween that  and  current  levels. 

The  two-year-old  litigation  gets 
UNC  a  qualified  opinion  from  its  au- 
ditors in  its  latest  annual  report.  But 
even  if  it  should  lose  completely, 
UNC  would  still  have  larger  reserves 
than  any  other  independent— and 
those  have  been  made  more  valuable 
by  its  own  recent  development  efforts 
and  the  President's  decision  to  avoid 
recycling  fuel  wastes  from  existing 
reactors.  "Whatever  happens,  we  will 
remain  a  healthy  company,"  says  Cun- 


Balance  Wanted:  UNC's  Cunningham 
has  lots  of  uranium  in  the  ground,  but 
he  could  use  some  luck  in  the  courts. 

ningham,  who  came  to  UNC  in  1974 
from  accounting  firm  Touche  Ross. 

Meanwhile,  it  is  likely  that  urani- 
um prices  will  continue  to  climb.  "Be- 
cause of  Carter's  policies,  we'll  have 
to  look  for  lower-grade  ores  and  costs 
will  increase,"  says  Cunningham. 
Prospectors  once  needed  just  a  jeep 
and  a  Geiger  counter  to  search  for 
uranium;  now  exploration  firms  use 
expensive  aerial  radiation  surveys  and 
do  test  drilling  that  can  exceed 
$40,000  a  hole.  There  is  also  a  minor 
boom  under  way  in  Arizona,  an  area 
that  had  once  been  abandoned  by 
uranium  producers  but  may  now  yield 
economic  reserves. 

Cunningham's  present  good  fortune 
hasn't  gone  unnoticed  on  Wall  Street. 
Since  the  Administration's  plutonium 
ban  was  announced,  his  company's 
stock  has  risen  by  20%.  That  may  be 
an  overreaction.  But  regardless  of  the 
outcome  of  its  legal  battles— or  the 
ultimate  resolution  of  U.S.  nuclear 
policy— UNC's  uranium  is  a  buried  as- 
set bound  to  increase  in  value.  ■ 
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A  Tough  Way  To 
Make  A  Living 


Millions  have  been  lost  in  U.S.  shipbuilding 
in  recent  years.  Say  this  for  Tenneco's 
Newport  News  operation:  It  has  survived. 


Tiie  late  Gardiner  Symonds  turned 
the  Tennessee  Gas  Transmission  Co. 
into  Tenneco,  an  unusually  profitable 
and  well-run  multibillion-dollar  con- 
glomerate. Tenneco  has  always 
thought  big.  A  few  years  ago,  it  al- 
most pulled  off  one  of  the  biggest 
business  deals  in  history— a  plan  to 


Number  One:  Bulbous-nosed  LNG 
tanker  El  Paso  Southern  is  Newport's 
first  commercial  ship  since  1969. 


bring  $20  billion  worth  of  natural  gas 
from  Russia  to  the  U.S.  (the  deal  has 
been  stalled  for  some  time  but  still 
could  go  through)— and  last  fall,  the 
company  signed  with  Algeria  for  an- 
other huge  gas  deal. 

But  one  of  its  operations  has  al- 
ways been  disappointing— the  91-year- 
old  Newport  News  Shipbuilding  & 
Drydock  Co.  of  Virginia.  "Newport 
News,"  argues  the  subsidiary's  chair- 
man, John  P.  Diesel,  "is  a  national 
asset."  National  maybe,  but  Newport 
hasn't  done  much  for  Tenneco.  For 
the  nation  it  has  built  some  of  the 
most  famous  ships  in  U.S.  history,  in- 
cluding all  of  the  Navy's  nuclear  air- 
craft carriers.  But  with  pretax  profits 
of  6%  on  $688  million  last  year  (com- 
pared with  18%  on  oil  and  gas,  and 
14%  for  Tenneco  overall),  it  is  both 
the  most  labor-intensive  and  least 
profitable  Tenneco  company. 

Its  only  major  market  for  years  was 
the  Navy,  and  the  Navy  proved  to  be 
a  very  tough  customer.  Through  the 
1970s,  enormous  overruns  and  delays 
plagued  the  Navy  contracts,  resulting 
in  more  than  $800  million  in  claims 
by  Tenneco  against  the  government. 
Most  of  them— $742  million  worth- 
are  still  unresolved. 

Tenneco  long  realized  that  as  long 
as  Newport  is  totally  dependent  on 
the  Navy,  it  will  never  be  a  big  mon- 
ey-maker. Clearly,  Newport  had  to 
get  back  into  commercial  building  as 
a  balance  to  Navy  business.  But 
how?  Unfortunately,  the  shipyard  had 
not  delivered  a  commercial  vessel 
since  1969. 

Since  the  end  of  World  War  II  the 
U.S.  flag  maritime  fleet  has  shrunk 
from  4,800  active  vessels  to  521.  U.S. 
firms  control  over  50  million  tons  of 
modern  tankers  and  bulk  carriers,  but 
most  of  them  fly  the  Liberian  and 
Panamanian  flags  and  are  built  and 
crewed  by  non-Americans  because 
U.S.  shipbuilding  prices,  even  with 


government  subsidies  of  50%,  are  high- 
er than  foreign  yards',  and  crew  costs 
on  U.S.  flagships  are  sometimes  three 
times  as  great. 

Back  in  the  early  1970s,  the  energy 
crisis  seemed  to  point  to  a  solution 
to  Newport's  problems.  The  world's 
increasing  energy  needs,  coupled  with 
the  long  closure  of  the  Suez  Canal, 
required  ever-larger  tankers  to  carry 
oil  around  Africa  to  Europe  and,  in- 
creasingly, to  the  U.S.  In  1970  Con- 
gress overhauled  the  U.S.  Maritime 
Act,  authorizing  billions  of  dollars  in 
loan  guarantees  and  Maritime  Admin- 
istration construction  subsidies  to  help 
build  300  new  U.S.  flag  merchant  ves- 
sels by  1980.  Tankers  would  be  need- 
ed to  carry  oil  from  Alaska  to  the 
Lower  48  (and  these,  by  law,  would 
be  U.S.  registered;  the  1920  Jones  Act 
requires  them  in  intercoastal  trade). 

Then  Tenneco's  Algerian  natural 
gas  deal  came  along.  Tenneco  will 
need  four  liquefied  natural  gas  tank- 
ers to  bring  the  gas  to  a  proposed 
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$200-Million  Plunge:  Newport  News's  new  commercial  shipbuilding  yard  represents  a  $200-million  bet  on  the  future 
of  the  U.S. -flag  merchant  fleet.  In  the  yard's  11 -acre  steel-fabrication  shop,  steel  plates  are  laid  on  the  toothed  grids 
in  the  foreground  to  be  cut  to  shape  by  a  computerized  system  that  automatically  transfers  design  drawings  to  steel. 


deliquefaetion  plant  at  St.  Johns, 
New  Brunswick;  Newport  News  could 
build  them. 

So  by  the  end  of  next  year  Tenne- 
co  will  have  invested  close  to  a  quar- 
ter of  a  billion  dollars  in  a  mammoth 
new  commercial  yard  to  build  the  big- 
gest ships  in  the  world. 

Officially  opened  in  January,  the 
new  yard  is  sprawled  over  150  acres 
reclaimed  from  the  James  River  in  the 
Virginia  Tidewater  region  adjoining 
Newport  News's  existing  operations. 
It  has  a  1,600-foot  drydock  (largest 
in  the  western  hemisphere)  where 
tankers  of  up  to  1  million  dead 
weight  tons  can  be  built.  There  is  an 
11 -acre  roofed-over  steel  fabrication 
shop  in  which  entire  ship  subsections 
are  assembled  with  a  23-story  crane 
to  lift  them  into  place. 

The  new  yard  is  already  building 


$729  million  worth  of  big  ships  under 
firm  contracts— three  LNG  tankers  for 
El  Paso  Natural  Gas  Co.,  approaching 
nuclear  carriers  in  size,  then  three 
(two  for  Interstate  Oil  Transport  Co. 
and  the  other  for  Zapata  Ocean  Car- 
riers) 390,000-ton  supertankers  that 
will  be  the  largest  ships  ever  built  in 
the  U.S.  The  last  of  these  is  sched- 
uled to  be  finished  in  1979,  and  then 
the  yard  has  a  letter  of  intent  for  up 
to  four  Tenneco  LNG  carriers— if  the 
Algerian  project  and  its  financing 
have  been  approved  by  the  U.S.  and 
Canadian  governments.  The  yard  also 
has  a  letter  of  intent  from  Globtik 
Tankers  U.S.A.,  owned  by  the  inde- 
pendent tanker  operator  Ravi  N.  Tik- 
koo,  for  up  to  three  ships  of  an  in- 
credible 600,000  tons  each,  powered 
by  nuclear  reactors— the  largest  ships 
ever  built. 


Nevertheless,  the  new  yard  has 
been  plagued  with  problems.  Envi- 
ronmentalists' obstacles  and  soil  prob- 
lems delayed  the  new  yard  nearly  two 
years,  and  Newport  News  had  to  start 
building  the  El  Paso  LNGs  piecemeal 
in  the  existing  yard's  smaller  facilities 
—an  expensive  process.  Result:  It  has 
already  lost  in  the  neighborhood  of 
$30  million  on  a  $310-million  contract 
that  contains  no  escalation  clauses, 
and  was  signed  in  the  dear  dead  days 
of  4%  inflation. 

On  the  big  oil  tankers  that  will 
come  next,  the  yard's  goal  is  to  put  a 
ship  together  in  drydock  every  32 
weeks— far  faster  than  Newport  has 
ever  done  it  before.  Even  if  the  goal 
is  met,  it  still  leaves  the  yard  far  be- 
hind the  awesome  rate  at  which  for- 
eign shipyards  fabricate  steel.  The 
Japanese,  for  example,  can  push  a 
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An  idea 
whose  time 
is  here. 

Although  the  idea  of  "indexing,"  or  matching  the 
performance  of  the  stock  market  as  a  whole,  has  been 
available  to  large  pension  funds  for  years,  it  has 
remained  for  the  general  public  just  that... an  idea. 

First  Index  Investment  Trust  makes  the  idea  a  reality. 
As  the  newest  member  of  The  Vanguard  Group  of 
Investment  Companies,  First  Index  offers  these 
significant  features: 

•  Is  a  no-load  fund— no  sales  or  redemption  charges. 


•  Seeks  to  match  the  performance  of  the  Standard  & 
Poor's  500  Stock  Index,  with  at  least  a  98%  correlation 
with  the  S  &  P  Index's  actual  results. 

•  Owns  as  many  of  the  500  stocks  contained  in  the  S  &  P 
Index  as  is  practical— currently  over  400,  representing 
more  than  99%  of  the  S  &  P  Index's  market  value. 

•  Has  an  unmanaged  portfolio,  so  pays  no  investment 
advisory  fee. 

•  Provides  wide  diversification  and  low  portfolio  turnover 
which  are  inherent  in  its  investment  policies. 

•  Operates  on  a  nonprofit  basis  through  The  Vanguard 
Group,  Inc.  whose  family  of  funds  has  total  assets 
of  $2,000,000,000. 

•  For  more  information,  call  toll-free:  800-523-7910. 
(In  Pa.  call  collect  215-293-1100.) 


Post  Office  Box  823 
Valley  Forge,  PA  19482 


First  Index 

INVESTMENT  TRUST 

/  want  more  complete  information,  including  sii  charges  and 
expenses,  on  First  Index  Investment  Trust.  Please  send  a  prospectus, 
which  1  will  read  carefully  before  I  invest  or  send  money. 

Name  
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250,000-ton  tanker  out  every  tw 
months.  Sweden's  Kockums  Yard  ca 
build  a  ship  in  40  working  days. 

So  it  is  hard  to  see  how  Newpoi 
News  can  compete  in  internation. 
shipbuilding.  Indeed,  the  compan 
makes  no  pretense  of  it.  Says  New 
port  News  Executive  Vice  Presider 
William  T.  O'Neill:  "[The  new  yard 
is  for  the  American  market,"  mear 
ing,  a  protected,  artificial,  highly  sul 
sidized  market.  Concedes  Newpoi 
News  commercial  marketing  manage 
Alvin  O.  Winall:  "The  Japanese  wi 
offer  to  build  a  ship  for  less  than  w 
can  buy  the  materials."  In  fact,  th 
Japanese  got  80%  of  the  few  new  oi 
ders  placed  in  the  world  last  yeai 
thus  driving  Europe's  industry  to  th 
wall;  its  very  existence,  says  the  Lon 


". . .  'The  Japanese  will 
offer  to  build  the  ship 
for  less  money  than  we  can 
buy  the  materials  for' . . ." 


don  Economist,  is  at  stake. 

"If  you're  an  oil  company,"  say, 
James  Dowling,  senior  analyst 
Shearson  Hayden  Stone,  "why  woul( 
you  go  out  and  build  a  $100-millior 
tanker  when  you  can  buy  one  usei 
for  $10  million  or  $15  million?" 

So  the  American  flag  market 
about  the  only  bright  spot,  especiafl 
if,  as  Newport  News  believes,  th< 
maritime  industry  can  get  Congress  t< 
pass,  and  President  Carter  to  sign,  it 
long-sought  private  pork  barrel— th( 
"cargo  preference"  law.  This  lay 
would  require  up  to  30%  of  U.S.  oi 
imports  to  be  carried  in  U.S. -built 
U.S. -registered  ships.  Congress  passec 
this  lollipop  in  1974  and  formei 
President  Ford  pocket-vetoed  it. 

Newport  News  has  some  othei 
strings  to  its  bow.  Ship  repair 
steady,  profitable  and  growing.  A  five 
year-old  subsidiary,  Newport  News 
Industrial  Corp.,  formed  to  markel 
the  yard's  steel  fabrication  and  nu 
clear  technology  to  other  companies, 
may  nearly  double  its  sales  this  yeaij 
to  $40  million.  Altogether,  commer- 
cial business,  only  7%  of  the  yard1 
overall  sales  in  1972,  will  be  up  tflj 
about  40%  this  year. 

Say  this  for  Tenneco:  It  has 
avoided  the  horrendous  losses  that  af 
flicted  companies  like  Litton  Indus 
tries,  General  Dynamics  and  Todd 
Shipyards  Corp.  when  they  tried  to 
build  major  stakes  in  shipbuilding 
But  making  a  worthwhile  profit  eludesi 
Tenneco  as  much  as  it  has  just  about 
everyone  else  in  this  troubled  indus 
try  in  recent  years.  ■ 
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Our  competition 
wastes  a  lot  of  energy. 

And  they'll  be  wasting 
alot  more  when  they 
try  to  explain  these  figures 


On  a  l9000  nautical  mile  trip, 

the  chatlenQsr  will  bum: 

•  36%  less  fuel  than  a  JetStar  n 

•  45%  less  fuel  than  a  Gulfstream  fl. 

•  20%  less  fuel  than  a  Falcon  50. 

•  11%  less  fuel  than  a  Falcon  20F. 


These  are  the  numbers  that  add  up  to  trouble  for  the 
competition. 

The  numbers  that  prove  the  Challenger  will  be  the  business 
jet  that  not  only  outperforms  all  the  rest,  but  outconserves  all  the 
rest  of  the  full-cabin  business  jets. 

The  environment  will  save.  You  will  save.  And  with  fuel  costs 
taking  off  even  faster  than  a  Challenger,  we  don't  have  to  tell  you 
what  the  savings  will  be. 

Our  economy  isn't  a  con. 

The  same  engine  that  will  let  us  go  so  fast  (N.Y.  to  L.A.  in  5 


hours,  11  minutes)  is  also  what  will  use  up  our  fuel  so  slowly. 

It's  the  Lycoming  ALF-502  turbofan  with  a  5  to  1  high  bypass 
ratio.  This  design  means  exceptional  fuel  efficiency. 

So  does  our  new  wing.  An  advanced  configuration  that  will 
delay  the  formation  of  shock  waves.  So  drag,  which  is  such  a  drag, 
won't  drag  as  much.  And  lift  will  be  lifted.  So  the  Challenger  will  fly- 
faster,  further,  and  more  economically  than  any  other  business  jet.* 

Our  economy  will  also  apply  to  maintenance.  The  Challengers 
engine  is  fully  modular  for  on-airframe  servicing.  Meaning  our 
engine  is  a  snap  to  fix.  You  won't  be  paying  $1,000  for  labor  to 
replace  a  $50  part. 

Tomorrow's  plane  without  yesterday's  technology. 

Scratch  the  twenty-year-old  technology  the  competition 
embraces.  The  Challenger  is  being  built  from  scratch. 

Incorporating  all  the  latest  proven  aspects  of  both  design 
and  technology. 

Even  our  cabin  is  a  big  idea.  The  Challenger  will  be 
the  first  wide-body  business  jet.  Almost  a  full  foot 
wider  than  any  other,  and  two  spacious  feet  wider 
than  most. 

Now  who's  behind  all  this,  you  ask?  Canadair. 
Canadair  has  built  over  3,800  aircraft,  580  supersonic. 

There's  much  more  detailed  information  on  the 
Challenger,  formerly  known  by  the  drawing  board 
name  LearStar,  and  Jim  Taylor  has  it.  Write  to  him  at 
Canadair,  Dept.  F,  P.O.  Box  6087,  Montreal,  Canada 
H3C3G9.  Or  call  him  at  (514)  744-1511. 

He'll  spend  all  the  time  you  need  talking  about  the 
plane  that  will  expend  so  little  energy. 


We  challenge  any  business  jet 
to  match  it. 

'All  performance  figures  in  this  advertisement  for  CHALLENGER  art 
based  upon  wind  tunnel  tests  and  engineering  statistical  analysis  with 
flight  testing  to  begin  in  early  1978.  ©canadair  197" 


"Now  GTE 

has  put  the 
communications  miracl 

of  fiber  optics 
into  regular 
telephone  service... 


uto 


arkin 

ere 
ets 
ices 


Al 


low 


ij 
k 
tr. 


Report  from  fr?T3 


'ulses  of  light  can  transmit  tremendous 
lounts  of  information  through  optical  glass 
ers.  So  fiber  optics  has  seemed  ideal  for  phone 
upanies.  For  the  past  six  years,  GTE  has  con- 
cted  research  in  this  revolutionary  field. 
We  have  now  carried  our  laboratory  work  in 
er  optics  into  an  actual  working  installation. 

Lit  of  the  lab 

id  into  the  streets. 

n  April  26th,  GTE  dedicated  the  world's  first 
rking  fiber  optics  system,  installed  by  regu- 
•  crews,  in  regular  utility  ducts  under  busy 
eets.  It  extends  5.6  miles  from  our  long-dis- 
ice  switching  center  in  Long  Beach  to  a  local 
:hange  in  Artesia,  California.  It  serves  our 
^ular  customers,  makes  difficult  90°  turns  and 
eludes  many  splices  (to  prove  that  regular 
iws  can  do  it).  The  work  was  accomplished 
our  largest  telephone  subsidiary,  General 
lephone  Company  of  California. 

16  to  1  advantage. 

ihy  fiber  optics?  Communications  demand  is 
jwing  so  fast  that,  using  regular  copper  tele- 
one  cable,  phone  companies  keep  running  out 
conduit  space  and  will  need  much  more  before 
i  end  of  this  century. 

A  1-inch  optical  cable,  however,  can  carry  the 
ne  phone  traffic  as  a  4-inch  copper  cable— a 
to  1  benefit.  It's  especially  important  in  view 
the  diminishing  supply  and  soaring  price  of 
)per.  So,  if  our  test  succeeds,  our  existing  con- 
its  should  be  adequate  well  into  the  twenty- 
*st  century.  And  our  need  for  copper  will 
luce. 

>w  it  works. 

he  'fiber'  is  a  pure  glass  thread  the  size  of  a 
man  hair.  The  'signal'  is  a  beam  from  a  light- 
itting  diode,  very  much  like  those  you  see  in 
fital  watches. 

The  signal  travels  along  the  optical  cable  in  a 
,y  very  similar  to  the  travel  of  electrical  im- 
lses  over  copper  wire.  The  big  difference,  how- 
3r,  is  that  the  light  beam  can  handle  roughly 
3  times  as  much  communication  as  copper  wire. 
Fiber  optics  has  other  benefits,  too : 


Better  phone  service. 

"The  miracles  of  fiber  optics  go  on  and  on. 

There's  no  'cross-talk'— those  annoying  voices 
you  sometimes  hear  in  the  background  of  con- 
versation. 

Calls  are  truly  private.  Any  wire  tap  can  be 
detected. 

Optical  cable  easily  handles  'bits'  used  in  trans- 
mitting computer  data  and  other  communica- 
tions. And  it  can  carry  more  channels,  including 
television  and  electronic  mail. 

More  profitable  service. 

"Because  optical  cable  is  so  light  and  compact, 
installation  will  cost  less  money. 

It  requires  fewer 'repeaters'  (amplifiers)  per 
mile— a  further  cost  saving. 

It  is  virtually  immune  to  damage  by  radiation 
or  temperature. 

And  it  is  a  potential,  low-cost  replacement  for 
microwave  and  coaxial  cable  installations. 

We're  General  Telephone, 
and  a  lot  more. 

"Bringing  sophisticated  research  down  to  earth 
quickly  is  one  of  our  basic  goals. 

This  is  true  not  only  in  communications,  but 
also  in  lighting,  electronics,  home  entertainment 
and  our  many  other  fields  of  activity." 


THEODORE  F.  BROPHY 

Chairman  and  Chief  Executive  Officer 
General  Telephone  &  Electronics  Corporation, 
One  Stamford  Forum,  Stamford,  Connecticut  00904. 


High  Gear 

With  a  boom  in  heavy  trucks  coming, 
the  big  beneficiaries  will  be  suppliers — 
especially  Cleveland's  Eaton  Corp. 


"If  you  have  a  significant  share  of 
the  market,  you  can't  lag  the  market. 
When  the  whistle  blows,  you'd  better 
be  able  to  produce."  That's  E.  Man- 
dell  ile  Windt,  the  quiet  but  assertive 
chairman  of  Cleveland's  Eaton  Corp., 
talking.  Since  1969,  when  he  became 
chairman,  de  Windt,  a  Williams  Col- 
lege dropout  who  started  his  career 
as  an  Eaton  production  clerk,  has 
spent  over  $250  million  to  expand  its 
capacity  in  truck  components,  thus 
assuring  that  it  won't  lose  customers 
to  rivals  when  demand  is  high. 

As  a  result,  Eaton  is  now  beautifully 
positioned  to  cash  in  on  the  slow,  but 
apparently  strong,  upsurge  in  the  truck 
market  that  is  predicted  for  1977-78 
and  beyond.  In  1976,  a  ho-hum  truck 
year,  Eaton  earned  $91  million  on 
sales  of  $1.8  billion,  showing  a  re- 
spectable 15%  return  on  stockholders' 
equity;  in  the  first  quarter  of  1977 
earnings  were  up  44%. 

The  way  to  earn  money  these  days 
in  trucks  is  as  a  supplier;  assemblers 
generally  don't  make  big  profits.  In 
the  heavier  end  of  the  market,  the 
bulk  of  a  truck's  added  value  comes 
from  the  supplier.  The  truck  buyer 
specifies  the  engine  he  wants  (say,  a 
Cummins  or  Detroit  Diesel),  the  axle 
(Eaton  or  Rockwell  International) 
and  the  transmission  (Eaton  or 
Dana);  the  assembler  has  to  meet  his 
order.  Most  assemblers  simply  don't 
have  the  volume  to  justify  integrating 
backward  into  components. 

The  position  of  the  supplier  com- 
panies is  stronger  these  days  than 
ever  before  because  the  vehicle  man- 
ufacturers have  to  spend  enormous 
amounts  of  rime  and  money  redesign- 
ing their  product  lines  to  conform  to 
new  governmental  standards  for  fuel 
efficiency,  pollution,  safety  and  the 
like.  That  means  they'll  be  less  able 
to  manufacture  components  them- 
selves. All  in  all,  concludes  one  highly 
respected  analyst,  "the  way  to  'play' 
the  truck  market  is  through  the  sup- 
plier, not  the  assembler." 

Eaton  makes  suspension  systems 
and  valves  for  all  kinds  of  vehicles, 
but  its  concentration  is  in  the  heavy 


end  of  the  truck  market,  a  promising 
area  right  now.  Excluding  the  so- 
called  "captive"  suppliers,  Eaton 
makes  70%  of  the  transmissions  for 
the  mammoth  Class  7  (26,000-to- 
33,000-pounds  gross  vehicle  weight) 
and  Class  8  (33,000-plus-pounds 
gvw)  trucks  and  about  33%  of  the 
axles  for  the  "light-heavy"  Class 
6  (19,501-to-26,000-pounds  gvw) 
trucks.  Sales  are  not  yet  even  close 
to  their  prerecession  levels,  so  ana- 
lysts expect  a  sustained— if  not  explo- 
sive—boom in  heavy  trucks,  once  cap- 
ital spending  begins  to  pick  up. 
Europe— Eaton  has  invested  heavily 
there  in  recent  years— seems  a  promis- 
ing market.  Reason:  European  manu- 
facturers, historically  more  vertically 
integrated  than  their  U.S.  counter- 
parts, are  finding  it  more  economical 
to  use  outside  parts  suppliers. 


De  Windt  Of  Eaton:  Making  a  $250- 
million  investment  to  bolster  Eaton's 
share  of  a  volatile  market. 


Aside  from  its  rather  gray  business 
of  churning  out  items  like  axles  and 
transmissions,  Eaton  has  some  excit- 
ing products  aimed  at  meeting  ener- 
gy, pollution  and  safety  standards. 
For  instance,  the  company  has  de- 
veloped an  electronically  controlled 
valve  system  that  regulates  the  num- 
ber of  cylinders  an  engine  uses,  de- 
pending on  its  demand  for  power.  At 
60  miles  per  hour,  a  six-cylinder  en- 
gine might  need  all  six  cylinders;  at 
20  mph,  only  three.  The  potential  for 
gasoline  conservation,  de  Windt  be- 
lieves, will  be  substantial:  15%  to  20% 
in  the  operation  of  a  car.  Ford  Motor 
Co.  plans  to  use  the  Eaton  system  on 
models  to  be  introduced  in  1978. 

Another  promising  item  is  Eaton's 
antiskid  system  for  big  trucks.  Anti- 
skid systems  are  now  required  by  the 
Department  of  Transportation's  Stan- 
dard 121,  a  regulation  designed  to 
reduce  truck  jackknifings.  Eaton's  pres- 
ent antiskid  device  commands  30%  of 
the  market.  A  new  device,  already  on 
some  automobiles,  will  alternately 
brake  and  release  a  big  truck's  wheels 
in  rapid  succession,  instead  of  brak- 
ing all  at  once,  and  will  reportedly 
prevent  skids  on  sheet  ice. 

It  is  components  like  these,  of 
course,  which  make  trucks  more  cost- 
ly for  Eaton's  customers.  But  for  sup- 
pliers, the  federal  requirements  repre- 
sent new  avenues  for  growth.  "We  do 
look  at  that  as  an  opportunity,"  says 
de  Windt.  But,  he  adds,  "we've 
learned  the  hard  way  that  there  are 
a  great  many  problems  with  being  in- 
volved in  a  product  or  market  in 
which  the  government  has  a  great  in- 
terest." With  the  antiskid  device,  for 
example,  changes  and  flip-flops  in  fed- 
eral regulations  caused  Eaton  some 
heavy  start-up  costs.  "I  think  we'd 
rather  be  in  markets  where  the  merits 
of  the  product  itself  will  determine  its 
place  in  the  marketplace,"  de  Windt 
says.  Eaton's  antiskid  business  is  not 
yet  profitable,  but  de  Windt  figures 
to  be  able  to  begin  recovering  those 
start-up  costs  by  the  end  of  this  year. 

All  in  all,  the  solid  demand  for 
Eaton's  truck  components  bodes  well 
for  the  current  upswing.  But  what 
about  the  inevitable  downturn? 

In  1966,  in  part  to  dampen  cycli- 
cally, Eaton  merged  with  Yale  & 
Towne,  makers  of  materials-handling 
equipment  (like  forklift  trucks)  and 
hardware  (locks  and  keys).  But  the 
diversification  was  nowhere  near  as 
countercyclical  as  that  undertaken 
by  the  likes  of  auto  suppliers  TRW 
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THE  MOLITOrTSERIES 

A  ball  so  precise  that  each  has  itsown  registered  number. 


To  maximize  every  distance  and  control 
stroke  of  your  game,  you  must  play  the  world's 
most  precise  ball.  Molitor. 

The  Molitor  Series  is  created  under  the  most 
rigidly  controlled  specifications,  and  highest 
quality  production  process,  ever  devised.  A 
selected  set  of  core  and  cover  molds  creates 
the  smallest,  heaviest,  highest  initial  velocity 
ball  allowed  by  USGA  rules.  It  is  also  the  ball 
closest  to  a  perfect  sphere.  And  no  ball  is  more 
durable.  For  these  reasons,  each  Molitor 
receives  its  own  registered 
number. 

The  Molitor  Series. 
The  world's  most  pre- 
cise  ball.  Twenty-four  ^§^^ 
dollars  per  dozen. 

Sold  through  golf  professional  shops.  •^■i'.' 


ind  Bendix,  both  of  whom  ranged  in- 
o  markets  like  aerospace  and  elec- 
ronics.  Eaton  remains  a  fundamental- 
ly cyclical  company  today,  with  half 
|>f  its  sales  in  truck  and  auto  compo- 
lents  and  its  fortunes  hinged  in  large 
>art  to  the  capital  goods  cycle. 

That  point  was  driven  home  with  a 
'engeance  in  1975,  when  nearly  all 
>f  Eaton's  businesses  slowed  dramati- 
:ally.  Earnings  plummeted  by  nearly 
lalf  to  $47  million,  or  $2.66  per  share. 
That  obviously  has  a  lingering  effect 
m  Eaton's  stock,  which  sells  at  only 
;ight  times  1976  earnings  of  $5.23 
jer  share. 

What  happened  in  1975  was  this: 
rhe  demand  for  trucks,  depressed  by 
he  recession  to  begin  with,  was 
vorsened  by  the  fact  that  truckers 
lad  engaged  in  substantial  pre-buy- 
ng  in  anticipation  of  the  federal  anti- 
;kid  requirements.  Result:  Eaton's 
customers,  having  desperately  built 
lp  inventory  during  the  allocation  pe- 


". . .  Concludes  one  analyst: 
The  way  to  play  the  truck 
market  is  through  the  sup- 
plier, not  the  assembler'. . ." 


•iod  of  1974,  suddenly  cut  orders 
down  to  a  trickle. 

But  1975  was  even  worse  in  Eaton's 
naterials-handling  business;  again,  a 
general  falloff  in  demand  for  forklifts, 
ractor  shovels  and  the  like  was  ex- 
icerbated  by  other  factors.  The  in- 
;fficiency  of  Eaton's  Philadelphia 
slant  led  to  losses  that  the  company 
vill  not  disclose,  but  which  analysts 
estimate  at  anywhere  from  $12  mil- 
ion  to  $30  million  pretax— a  substan- 
ial  figure  in  light  of  the  fact  that 
baton's  sales  of  materials-handling 
equipment  were  only  $215  million 
:hat  year. 

De  Windt  has  at  least  partly  solved 
his  problem  by  shifting  a  major  part 
)f  Philadelphia's  production  to  new- 
;r  plants  in  the  South.  These  new 
slants  plus  a  parts-standardization 
srogram  have  vastly  improved  Eaton's 
naterials-handling  operation,  so  that 
n  1976— despite  nearly  identical  in- 
dustry volume  with  that  attained  in 
1975— Eaton  showed  a  small  profit  in 
this  area. 

Apparently,  then,  the  next  econom- 
c  downturn  won't  be  as  severe  for 
Eaton  as  the  last.  So  while  Eaton  is 
itill  a  cyclical  company,  it  is  extreme- 
y  well  positioned  to  enjoy  the  long- 
erm  growth  that  awaits  a  manufac- 
:urer  of  vehicle  components  in  an  age 
>vhen  the  U.S.  vehicle  is  changing 
dramatically.  ■ 
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Engineering  made  it  happen. 

Now  a  car  with  a  110-inch  wheelbase, 

with  a  superb  luxury  car  ride. 

Introducing  the 
LincolnXfersailles. 


Now  there  is  a  new  luxury  car  similar  in  size  to  the 
finest  European  luxury  cars,  with  the  smooth,  quiet, 
distinctly  luxurious  ride  of  an  American  luxury  car.  It 
is  the  new  Lincoln  Versailles  and,  like  the  bridging  of  a 
river,  the  construction  of  a  tower,  its  ride  is  a  true  engi- 
neering achievement. 

Engineered  in  the  Lincoln  Continental  tradition 

Lincoln  engineers  were  given  substantial  latitude 
to  develop  the  Lincoln  Versailles.The  many  innovations 
of  Versailles'  engineering  arc  evidence  of  this. 

More  visible  evidence  is  the  luxuriousness  of  Ver- 
sailles' materials:  18 -ounce  carpeting,  even  in  the  lug- 
gage compartment;  fine  leather  accents  widely  used 
throughout  the  interior;  deeply  lustrous 'Clearcoat'  paint, 
unique  to  Versailles  among  all  American  automobiles. 
The  Versailles  suspension 

Engineering  Versailles'  suspension  involved  many 
detailed  refinements.  Inside  each  rear  shock  absorber, 
for  example,  is  a  sack  of  freon  gas—  instead  of  air  —  to 
eliminate  aeration  of  hydraulic  fluid.  Even  the  cylinders 
which  house  the  shock  absorber  pistons  are  specially 
machined  to  be  smooth  and  round.  Lower  ball  joints  are 
seated  in  a  special  plastic,  and  are  practically  friction- 
free.  And  front  shocks  are  mounted  to  the  car  in 'sand- 
wiches' of  rubber  to  isolate  road  noise  and  harshness. 
The  Versailles  drivetrain 

Versailles  is  a  precision -balanced  vehicle.  Each  en- 
gine is  hand-matched  to  its  Select-Shift  automatic 
transmission.  Driveshaft,  rear  axle,  brakes,  wheels  and 
steel-belted  radial  tires  are  balanced  to  critical  tolerances 
to  help  minimize  interior  disturbances  that  may  origin- 
ate in  the  drivetrain. 

There  is  even  a  little  rubber  mount  three-quarters 
of  an  inch  wide  that  sits  on  the  accelerator  cable  to 
help  keep  engine  noise  and  vibration  out  of  the  passen- 
ger compartment. 
A  feeling  of  quiet  strength 

On  the  road,  Versailles  feels  like  a  much  larger  car. 
This  is  because  it  is  engineered  to  run  quiet,  and  insu- 
lated to  reduce  external  noise. 

Adding  to  the  feeling  of  size  and  strength  is  the  re- 
markably low  level  of  shake  and  harshness  in  Versailles' 
ride.  Structural  rail  stiffeners  and  tunnel  reinforcements 


strengdien  the  floor  pan. Tuned  front  torque  boxes  fur- 
ther reduce  road  harshness. 
More  than  ride 

Superb  engineering  gives  a  car  a  feeling  of  luxury,  of 
quality  And  so  do  the  many  convenience  features  with 
which  Versailles  is  so  fully  equipped.  Four-wheel  disc 
brakes.  All  the  power  assists  you  would  expect  in  a 
Lincoln.  And  options  like  built-in  signal  module  to  open 
your  electric  garage  doors.  Even  a  power  moonroof. 
We  invite  you  to  test-drive  Versailles 

Reading  about  Versailles  can  only  indicate  what 
this  unusual  automobile  is  like.To  understand  Versailles 
you  must  experience  for  yourself— in  a  test-drive  which 
your  Lincoln  dealer  will  be  happy  to  arrange— the  many 
benefits  of  its  engineering. 


An  investment  in  engineering. 

LINCOLN  VERSAILLES 


LINCOLN-MERCURY  DIVISION 


ju$t^think 
rgy  wh4n  you 
nk  Cities  Service 


ENERGY  is  still  a  major  interest  in  our  $4-billion  natural 
resource  company.  This  year  approximately  80%  of  our  capital 
investment  will  be  devoted  to  energy  development  in  North 
America  and  in  17  other  countries. 

But  our  18,000  people  are  also  involved  in  a  broad  range 
of  other  highly  diversified  efforts.  We  find,  produce  or 
manufacture  energy,  chemical  and  metal  products  of  a  wide 
variety. 

From  plastics,  copper,  industrial  chemicals,  fuels  and 
carbon  black.  To  wire  and  cable,  natural  gas,  iron  oxides  and  a 
host  of  other  products. 

So  when  you  think  of  Cities  Service  as  an  energy  company, 
you  should  also  think  of  us  as  a  chemicals  and  metals  company, 
engaged  in  a  constant  effort  to  discover  and  produce  new 
natural  resources.  Resources  we  need  more  and  more  for  a 
self-sufficient  America. 

For  a  copy  of  our  Annual  Report,  write  Cities  Service  Co. , 
Annual  Report,  Box  3005  Tulsa,  Oklahoma  74102. 


Take  a  closer  look  at  us.  There's  a  lot  to  see. 

CITIES  SERVICE  COMPANY 

Copyright  1977  Cities  Service  Company.  ^Registered  Trademarks  of  Cities  Service  Company. 


CITGO 


think  again 

COPPER  Our  New  Haven  operation  i 
America's  only  rolling  mill  used  solely  fc 
copper.  This  operation  has  been  produci 
pure  copper  products  for  some  130  year: 


and  again 

NATURAL  GAS  We're  a  major  suppl 
of  natural  gas,  serving  homes  and  indust 
in  five  Midwestern  states  through  a  pipe 
stretching  8,300  miles. 


and  again 

PLASTICS  Our  Fesco  division  is  the 
largest  producer  of  molded  plastic  house 
wares  in  the  U.S..  sold  under  the  well- 
known  FESTIVAL*  brand  name. 


CITCO 


THE  ENERGY,  CHEMICAL! 
METALS  COMPANY 


The  Money  Men 


Real  Estate  Without  Tears 


Should  President  Carter  ultimate- 
ly prevail  in  imposing  a  50-cent-a- 
gallon  tax  on  gasoline,  Bruce  Garrison 
will  be  pleased.  Why?  Because  Gar- 
rison, 31,  a  real  estate  analyst  for 
Houston's  Underwood,  Neuhaus  &  Co., 
recently  published  a  very  bullish  re- 
port on  five  big  real  estate  companies, 
four  of  which  have  some  $600  million 
invested  in  some  70  regional  shop- 
ping centers— properties  that  Garrison 
says  stand  to  benefit  from  higher 
pump  prices. 

"The  tax  would  be  a  benefit,  ab- 
solutely," he  says  in  his  soft  drawl. 
"With  the  energy  crisis  of  1974,  we 
found  that  traffic  counts  at  regional 
malls  actually  increased.  People  pre- 
fer going  to  one  place,  rather  than 
driving  all  over  kingdom  come  to  do 
their  shopping.  With  higher  gas 
prices,  they'll  go  in  droves  to  the  near- 
by regional  centers." 

Late  in  1975,  virtually  no  one  want- 
ed to  hear  about  real  estate  invest- 
ment trusts.  Amidst  this  gloom  Gar- 
rison unearthed  five  big,  overlooked 
REITs  and  said:  "Buy  em!"  The  five 
were  insurance-company-sponsored 
trusts  that  had  opted  for  slow  growth 
and  did  not  deserve,  Garrison  said, 
to  be  tarred  with  the  same  brush  as 
REITs  in  general.  Boy,  was  he  right! 

In  the  last  18  months,  Garrison's 
REITs  have  appreciated  48%,  vs.  13% 


for  the  Standard  &  Poor's  500  index. 
Add  in  the  trusts'  yields,  and  their  to- 
tal return  has  exceeded  60%,  as 
against  less  than  20%  for  the  S&P  500 
companies. 

With  those  profits  under  his  belt, 
Garrison  is  now  pushing  a  different 
group  of  five  real  estate  companies: 
Continental  Illinois  Properties,  Gen- 
eral Growth  Properties,  Ernest  W. 
Hahn,  Koger  Properties  and  Rouse 
Co.  This  time  he  has  not  picked 
REITs  spared  by  the  real  estate  crash 
but  companies  that  were  hit  and  seem 
to  have  made  turnarounds. 

Look  at  Garrison's  choices:  Rouse 
Co,,  one  of  the  top  regional  shopping 
center  developers  in  the  country,  got 
into  deep  trouble  in  the  early  1970s. 


Rouse  strayed  from  its  successful 
commercial  projects  and  diversified 
into  such  ill-fated  ventures  as  planned 
communities  ( notably,  Columbia, 
Md. ),  subsidized  housing  and  real 
estate  lending.  These  ate  up  cash  flows 
from  Rouse's  old-line  shopping  centers 
and  office  buildings.  Largely  as  a  re- 
sult, Rouse  now  sells  for  about  one- 
sixth  of  its  1972  high. 

California-based  Hahn  tried  the 
residential  route,  too.  Its  revenues  fell 
from  $131  milhon  in  fiscal  1974  to 
$90  million  in  1976.  Hahn  sells  at 
about  half  its  1972  price. 

Taken  as  a  group,  Garrison's  five 
companies  can  be  had  at  an  average 
40%  discount  from  their  current,  or 
"true,"  values,  which  Garrison  calcu- 
lates to  be  $600  million.  Put  another 
way,  Garrison  is  saying  you  can  pay 
around  $64  for  one  share  of  the 
group,  and  get  $105  per  share  worth 
of  income-producing  real  estate  as- 
sets. Yield?  About  5%  for  the  group, 
and  half  is  tax  free.  The  discounts  are 
steeper  for  Rouse  and  Hahn:  50%  and 
65%,  respectively. 

To  Garrison,  this  is  a  clear  signal  to 
buy.  He  believes  the  market's  atten- 
tion is  still  fixed  on  the  companies' 
past  problems,  but  should  not  be. 
Rouse,  he  says,  is  virtually  out  of  Co- 
lumbia. Its  net  cash  flow  per  share  has 
increased  from  zero  in  1975  to  around 


15  cents  last  year;  and  Garrison  feels 
Rouse  will  soon  initiate  a  dividend. 
Hahn's  cash  flow  has  doubled  since 
1974,  to  about  $1.55  a  share  current- 
ly. Garrison  says  Hahn's  dividend 
could  increase  by  50%,  to  30  cents  a 
share  in  the  coming  year. 

Garrison  puts  his  case  for  the  com- 
panies this  way: 

"If  you  exclude  the  problem  areas, 
you  find  that  cash  flow  contributions 
from  operating  properties  [87%  of  net 
assets,  on  average]  have  increased 
every  year  for  three  years— despite  in- 
flation, recession,  the  energy  crisis 
and  everything  else.  I'm  saying  we'll 
have  a  good  economy  in  the  next 
three  to  five  years,  and  that  these 
companies  will  be  able  to  operate  un- 


Bargain-Finder:  Bruce  Garrison 
figures  that  at  such  low  prices, 
it  would  be  hard  to  lose. 


encumbered  by  their  past  mistakes." 

Garrison  is  especially  intrigued  by 
the  fact  that  some  60%  of  his  five 
companies'  producing  properties  is 
represented  by  17.5  million  square 
feet  of  those  regional  shopping  cen- 
ters, one  of  real  estate's  soundest  con- 
cepts in  recent  years  (Forres,  June 
1,  1976).  It's  not  just  that,  being 
closer  to  home,  they  save  gasoline. 
They  also  tend  to  make  their  owners 
beneficiaries  of  inflation,  since  owners 
usually  share  in  tenants'  sales,  once 
those  sales  pass  a  certain  point. 

"The  companies  could  sell  their 
centers  tomorrow  for  nearly  twice  the 
current  price  of  their  stocks,"  says 
Garrison.  His  figures  show  the  Rouse 
Co.  has  the  biggest  shopping  center 
position  ($243  million,  or  81%  of  its 
operating  property  portfolio),  fol- 
lowed by  General  Growth  Properties' 
$160-million  stake,  65%  of  its  operat- 
ing investments. 

Garrison  is  not  saying  these  centers 
are  risk  free.  Not  at  all.  For  example, 
Continental  Illinois  Properties  is  los- 
ing money  right  now  with  its  Carson 
Mall,  outside  Los  Angeles.  And 
Hahn's  New  Market  North  in  Hamp- 
ton, Va.  has  yet  to  pan  out  as  ex- 


". . .  We  put  the  obvious  question  to  Garrison:  if  these 
companies  are  so  good,  why  are  they  so  cheap?  . . ." 
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Historical  Society  of  Colorado 


Settlers  in 
Southwest  Colorado 
have  always  found 
more  than  gold  in 
them  thar  hills. 

Gold  first  attracted  the  white  man  to 
Southwest  Colorado,  where  the 
terrain  changes  from  desert  to 
farmland  to  forest  to  snow-capped 
mountains. 

And,  although  the  area  still  accounts 
for  nearly  half  of  Colorado's  annual 
gold  production,  it  has  drawn  other, 
diverse  industries.  Manufacturing 
plants.  Agricultural  support  activities. 
Logging  and  forest  products 
companies.  Firms  that  serve  the 
growing  tourist  boom. 
Here,  electric  power  is  plentiful. 
Modern  highways  and  airlines  take 
goods  to  market.  Workers  are  in 
abundance  at  reasonable  rates. 
Industrial  sites  are  affordable.  And 
the  countless  recreational  activities 
have  inspired  us  to  call 
Colorado — The  Ultimate  Fringe 
Benefit 

We've  put  Southwest  Colorado  into 
a  slide  tray  to  help  you  see  what 
you'll  be  getting  before  you  get  here. 
To  see  the  show,  or  to  receive  more 
information,  just  mail  the  coupon. 


the  ultimate 
fringe  benefit 

William  C.  Hacker 

Director  of  Community  Development 
Dept  1497 

500  State  Centennial  Bidg 
Denver.  CO  80203 

Please  arrange  for  a  time  to  show  me 
your  slides 

Please  send  me  more  information  about 
opportunities  for  my  company  in 

Southwest  Colorado 


Name  _ 
Company  _ . 
Type  of  Business 
Address 

City  

State  

Phone  


Title 


Zip 


THE  MONEY  MEN 


pected.  But  nobody  can  win  them  all, 
and  the  overall  records  of  both  com- 
panies has  been  good. 

Which  brings  Garrison  to  yet  an- 
other reason  why  he  likes  these  par- 
ticular realty  companies:  their  man- 
agements. Says  he:  "When  I  was  with 
Morgan  [Guaranty],  I  knew  lots  of 
money  managers  who  knew  nothing 
about  real  estate,  but  wouldn't  admit 
it.  So  they  tried  to  be  their  own  ex- 
perts—without relying  on  a  profes- 
sional intermediary.  I'm  saying  that  if 
you  buy  shares  in  these  companies,  it's 
a  lot  better  than  buying  an  office 
building  in  Phoenix,  or  apartments  in 
Duluth.  Because  they  have  good  man- 
agements, the  returns  and  the  proper- 
ties will  be  better,  and  you  don't  have 
any  of  management's  headaches." 

Forbes  put  the  obvious  question  to 
Garrison:  If  these  companies  are  so 
good,  why  are  they  so  cheap? 

Garrison  explains  that  few  investors 
(or  analysts)  understand  real  estate 
financial  statements.  For  one  thing, 
generally  accepted  accounting  prin- 
ciples do  not  reflect  the  equity-build- 
ing effect  of  debt  amortization,  which 
Garrison  says  equates  to  an  annual  re- 
turn of  2.3%  on  average  for  his  five 
companies. 

Even  worse  is  this:  GAAP  rules  re- 
quire companies  to  depreciate  their 
investments,  whereas  in  reality  the 
properties  are  appreciating  by  around 
5%  a  year  on  average,  according  to 
Garrison's  analysis.  He  says  this  prac- 
tice is  akin,  say,  to  depreciating  a 
Rembrandt. 

Results:  The  reported  book  values 
of  Garrison's  five  companies  total  just 
$40  a  share,  but  Garrison's  estimate 
of  their  current  market  value  is  $105 
a  share.  Latest  12-month  earnings  for 
the  five  aggregate  just  $4.50  per 
share,  but  net  cash  flow  is  $6  a  share. 

If  investors  cannot  understand  their 
finances,  won't  these  stocks  simply  re- 
main undervalued? 

Not  necessarily.  Consider  the  mat- 
ter of  dividends,  says  Garrison.  Un- 
like Arlen  Realty  &  Development 
(Forbes,  Apr.  15),  none  of  Garrison's 
five  companies  is  proscribed  from 
paying  dividends.  In  fact,  all  but 
Rouse  do  pay  dividends.  Even  with 
Rouse  included,  the  current  yield  is 
nearly  5%;  and  half  of  that  is  tax 
exempt  as  a  return  of  capital. 

Garrison  argues  the  return  will 
soon  be  substantially  greater.  He  em- 
phasizes that  all  five  companies'  man- 
agements have  stated  that  they  plan 
to  increase  their  payouts  (or,  in 
Rouse's  case,  initiate  one)  in  the  com- 


ing months.  In  fact,  Koger  Properties 
(Forbes,  May  15)  and  Genera] 
Growth  have  already  increased  then 
dividends— substantially— since  1975 
Garrison  is  counting  on  a  group  yield 
of  at  least  7.7%  by  1979. 

What  does  Garrison  predict  for  tht 
companies'  stock  prices? 

At  a  minimum,  he  says,  price- 
should  increase  13%  annually:  some 
3%  from  debt  amortization,  anothei 
5%  from  property  appreciation,  with 
the  remainder  to  come  from  proper- 
ties under  development.  If  investors 
price  the  stocks  closer  to  their  cur 
rent  values,  then  the  price  apprecia- 
tion could  be  much  higher. 


". . .  Couldn't  something  go 
wrong  with  his  scenario, 
some  disaster? . . ." 


Garrison's  advice  to  potential  buy- 
ers is:  Buy  the  group.  Each  compa- 
ny has  some  strengths  and  some 
weaknesses.  The  group  approach,  he 
says,  is  a  shrewd  way  to  insula  tet 
against  the  risk  of  regional  recessions, 
say,  or  an  individual  property  turn- 
ing sour. 

Forced  to  choose,  Garrison  likes 
Koger  Properties  the  best— and  Hahn 
the  least.  Koger,  he  says,  is  a  "clean 
company,  meaning  it  does  one  thing 
(develops  and  owns  office  buildings 
throughout  the  Southeast),  and  does 
it  well.  Most  important,  Garrison 
thinks  Koger  will  increase  its  divi 
dend  to  $1  a  share  in  1979— a  projec 
tion  Koger's  Chairman  Ira  Koger  does 
not  dismiss. 

The  trouble  with  Hahn,  in  Garri 
son's  mind,  is  the  company's  high 
leverage  and  the  possibility  that 
Hahn  may  not  have  adequate  cash 
flow  to  fund  its  aggressive  develop- 
ment program. 

Forbes    remarked    that  Garrison 
seemed  cocksure.  Couldn't  something 
go  wrong  with  this  optimistic  see 
nario,  some  unexpected  disaster? 

"Oh,  hell  no!"  is  his  reply.  "Look: 
So  much  of  these  companies'  assets 
are '  in  proven,  income-producing 
properties,  with  the  rest  in  develop- 
ment. So  an  increase  in  short-term  in 
terest  rates  won't  hurt  them  much 
Short  of  long-term  rates  going  above 
say,  9.5%,  or  a  general  and  prolonged 
recession,  I  see  no  reason  for  reserva 
tions  on  the  group.  Especially  since 
they  can  be  bought  for  such  ridicu- 
lously low  prices."  ■ 
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Why  CIPEC's  No  OPEC 


CIPEC  was  supposed  to  put  up  the  price  of  copper.  In  fact,  its  members 
are  helping  hold  the  price  way  down — to  their  own  detriment. 


At  the  moment,  market  forces 
ought  to  be  brisk  enough  to  push  the 
price  of  copper  to  more  reasonable 
levels  than  the  current  71  to  74  cents 
a  pound,  which  is,  in  some  cases, 
barely  enough  to  cover  the  costs  of 
production.  Though  demand  has  been 
sluggish  overseas,  it  has  been  fairly 
brisk  in  the  U.S.,  and  the  prospect 
of  a  midyear  copper  strike  has  given 
demand  an  additional  lift.  But  so  far 
the  U.S.  producers  haven't  been  able 
to  hold  even  the  74-cents-a-pound 
price  they  reached  last  summer.  In 
March  the  industry  tried  again,  rais- 
ing the  price  to  74  cents  a  pound— 
for  the  second  time  since  prices  bot- 
tomed out  at  63  cents  a  pound  in 
mid- 1975— but  at  the  end  of  April, 
Phelps  Dodge  and  Asarco,  which  ac- 
count for  about  25%  of  the  industry's 
output,  were  back  to  71  cents  again. 

There's  no  mystery  about  why.  The 
U.S.  price  rose  because  prices  shot  up 
on  the  London  Metal  Exchange,  pre- 
sumably because  of  anxieties  over 
prospective  supply  disruptions  in 
Zaire  and  strikes  in  the  U.S.  In  April 
the  LME  price  fell  back  again  when 
those  anxieties  seemed  unfounded, 
and  Phelps  Dodge  and  Asarco  cut 
back  correspondingly.  Because  it  costs 
almost  5  cents  a  pound  to  bring  for- 
eign copper  into  the  U.S.,  producers 
can  live  with  some  spread  between 
their  price  and  the  LME  price.  But 
by  late  April  the  spread  had  widened 
to  10  cents  a  pound. 

But  that  isn't  the  real  problem.  The 
real  problem  is  the  2  million  tons  of 
unmarketed  copper  that  hang  over 
the  market— four  months'  supply,  more 
than  double  the  normal  level. 

So,  where's  CIPEC-the  OPEC- 
patterned  Intergovernmental  Council 
of  Copper  Exporting  Countries?  Made 
up  of  Peru,  Chile,  Zambia  and  Zaire, 
CIPEC  was  meant  to  force  copper 
consumers  to  pay  higher  prices.  In 
fact,  it  may  be  doing  more  harm  than 
good  for  the  industry.  The  great 
strength  of  the  Organization  of  Pe- 
troleum Exporting  Countries  is  that  at 
least  one  of  its  members,  Saudi  Ara- 
bia, is  in  a  good  position  to  cut  pro- 
duction if  necessary  to  support  high 


prices.  But  CIPEC  members  are  near- 
ly all  economic  invalids.  Not  only  are 
the  countries  themselves  sick  but, 
having  nationalized  their  copper  in- 
dustries, they  run  them,  not  as  busi- 
nesses, but  as  sources  of  jobs,  patron- 
age and  foreign  exchange.  With  these 
countries,  says  Ronald  Fraser,  chair- 
man of  Toronto's  Hudson  Bay  Min- 
ing &  Smelting,  "the  need  to  main- 


tain employment,  to  earn  foreign  ex- 
change, or  simply  to  preserve  an 
image  of  growth  takes  precedence 
over  profitability." 

When  the  1973  oil  crisis  sent  oil- 
import  bills  skyrocketing,  the  CIPEC 
countries  began  pushing  out  every 
pound  of  copper  they  could— and  kept 
pushing  even  after  demand  subsided 
and  prices  began  to  drop.  "I  very 


Government  Competition 

After  worldwide  copper  consumption  peaked  in  1973,  producers  abroad,  most  of 
them  government  owned,  went  on  increasing  their  output.  Now,  nearly  2  million 
tons  of  surplus  copper  hang  over  the  market,  thus  preventing  domestic  prices  from 
responding  normally  to  the  present  pickup  in  demand. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

April  28,  1977 


900,000  Shares 
Cummins  Engine  Company,  Ino 


Common  Stock 

($2.50  par  value) 


Of  the  900,000  shares  of  Common  Stock  being  offered,  700,000  shares  are  being  sold  by  the 
Cummins  Fngine  Company,  Inc.  and  200,000  shares  are  being  sold  by  certain  Selling 
Stockholders.  No  part  of  the  proceeds  of  the  sales  by  the  Selling  Stockholders 
will  be  received  by  the  Company. 


Price  $52.50  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Bache  Halsey  Stuart  Inc. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


White,  Weld  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc. 


E.  F.  Hutton  &  Company  Inc. 


Donaldson,  Lufkin  &  Jenrette         Drexel  Burnham  Lambert         Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Kidder,  Peabody  &  Co.      Kuhn  Loeb  &  Co.      Lazard  Freres  &  Co.      Lehman  Brothers 

Incorporated  Incorporated  Incorporated 

Loeb  Rhoades  &  Co.  Inc.       Paine,  Webber,  Jackson  &  Curtis      Reynolds  Securities  Inc. 


Salomon  Brothers 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Dean  Witter  &  Co.  Shearson  Hayden  Stone  Inc. 

Incorporated 


Wertheim  &  Co.,  Inc. 
Warburg  Paribas  Becker  Inc. 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E.  Iris, 
and  stockholders.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  venture  Capital  Assistance. 
Must  be  sincere  with  well-rounded  busi* 
ness  background.  Instant   Hi   income  for 

$U.S.  14^400  Cash  Will  Handle 

For  details  write  givinf  phone  no.  to:  Dept.  21,  Computer  Capital  Corp. 
6922  Hollywood  Blvd.,  Los  Angeles,  Ciiif.  8002J 
OR  Call  Mr.  Vander:  (213)  463-4841 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  '/2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00.  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 
Geological  £  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Box  29119,  Dept.  FOR 
Dallas,  Texas  75229  Ph.  (214)  243  4253 

Coll  roll  free  800-527-2654  except  from  Texas 


much  doubt,"  Fraser  says,  "who 
any  significant  tonnage  of  copper  j 
might  conveniently  have  been 
clueed   anywhere   in   the  world 
not  produced." 

Analyzing  the  situation,  Loud 
Amalgamated  Metal  Trading,  L 
concluded  a  while  back  that  "nat 
al  economic  considerations  will  die 
production  policies  ...  so  long  as 


". . .  In  the  CIPEC  countriel 
the  need  to  earn  foreign 
exchange  . . .  takes  prece- 
dence over  profitability . 


foreign  exchange  revenue  exceeds 
hard  currency  cost  of  fuel,  freight  ; 
other  import  material.  It  is  axiomal 
therefore,  that  the  private  sector  \| 
continue  to  bear  a  disproportion! 
burden  of  any  production  cuts, 
certainly  did.  Between  1973  and  19'| 
when  U.S.  production  dropped  A 
in  line  with  a  37%  decline  in  demaJ 
foreign  production  continued  to  i| 
(see  chart).  The  result  was  that 
million-ton  surplus. 

Speaking  of  this  surplus,  George  I 
Munroe,  chairman  of  Phelps  Dod[ 
the  U.S.  number  two  copper  prodi| 
er  says:  "If  we  got  a  real  pickup 
industrial  activity,  you  could  see  th»| 
stocks  melt  pretty  promptly."  El 
Munroe  doesn't  see  that  happenitil 
and  even  a  prolonged  U.S.  coprj 
strike  wouldn't  make  much  of  a  dfll 
on  that  2-million-ton  stockpile— Ul 
copper  production  runs  arouj 
125,000  tons  a  month. 

Without  higher  prices,  the  V I 
copper  industry  is  in  trouble.  Phell 
Dodge's  71 -cent  price  may  look  prell 
flush  beside  the  50  cents  or  so  a  pouil 
the  producers  were  getting  and  mal 
ing  good  money  on  in  1972.  But  sinj 
then,  Phelps  Dodge's  costs  have  ris.| 
by  two-thirds,  and  Phelps  Dodge 
probably  typical  of  the  U.S.  produl 
ers.  "We  began  our  labor  negotiatio  l 
yesterday,"  Munroe  says,  "and 
opened  the  meeting  by  pointing  ol 
that  whereas  the  average  wage  of  o'l 
employees  was  up  41%  since  the  lal 
settlement  three  years  ago  and  til 
consumer  price  index  was  up  23%, 
price  of  copper  was  17%  lower,  arl 
that  has  taken  its  toll  of  the  compan>,| 
balance  sheet." 

For  the  copper  producers  til 
squeeze  has  been  excruciating.  Cojl 
per  Range,  Inspiration  and  Kennecol 
lost  money  on  copper  last  year,  Anil 
conda  was  lucky  to  break  even,  anjl 
those  that  did  stay  in  the  black! 
Asarco,  Phelps  Dodge,  Cyprus  Minejl 
Newmont,  among  others— earned  lesif 
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iften  substantially  less  than  5%  on 
(heir  invested  capital.  For  the  in- 
ustry  as  a  whole,  the  return  ran 
round  3.5%,  far  from  enough  to  jus- 
I  fy  the  expansion  the  industry  should 
login  undertaking  now  to  meet  the 
eeds  of  the  Eighties. 
Copper  prices,  of  course,  have  al- 
/ays  gone  up  and  down,  and  pro- 
ucers  have  always  complained  about 
lem.  "What  is  new,"  says  Fraser, 
is  the  exceptional  severity  of  the  cur- 
3nt  weak  phase  of  the  cycle."  George 
lunroe  adds:  "Our  feeling  is  that 
rejecting  past  price  trends  and  past 
ost-price  differentials,  the  price  of 
opper  would  now  be  at  least  85  to 
0  cents  a  pound." 

,  Munroe  hopes  that  the  foreign  cop- 
er producers  will  gradually  learn  to 
ope  with  the  industry's  problems: 
['m  sure  they're  gaining  more  experi- 
nce,"  he  says.  "Even  if  they're  look- 
lg  to  maximize  their  foreign  ex- 
hange,  they're  better  off  selling  nine 
ounds  at  60  cents  a  pound  than  ten 
ounds  at  50  cents.  I  don't  think  it's 
)  their  benefit  any  more  than  ours  to 
roduce  metal  to  the  point  where  it 
ushes  the  price  down  to  a  level 
'here  it's  hard  for  anybody  to  re- 
over  his  cost." 

|  At  the  moment,  the  CIPEC  pro- 
ducers are  still  learning,  but  the  cur- 
ent  period  of  glut  is  doing  one 
ling  for  the  industry:  It  has  given 
Iveryone  second  thoughts  about  ex- 
pansion and  the  development  of  new 
xoperties.  Because  of  the  long  lead 
mne  involved  in  copper  mining,  the 
klustry  will  continue  to  expand  ca- 
pacity by  3%  or  4%  a  year  until  1980, 
lunroe  figures,  but  then  there  may 


. . .  They're  better  off 
elling  nine  pounds  of  cop- 
ier at  60  cents  a  pound  than 
en  pounds  at  50  cents  . . ." 


te  a  pause,  and  even  moderate 
rowth  could  easily  turn  glut  into 
Sarcity  and  send  prices  soaring.  Cop- 
er, after  all,  always  has  been  volatile. 
1  "That  April  I  joined  Phelps  Dodge," 
eorge  Munroe  says,  "the  industry 
[as  unable  to  sell  copper,  it  was  pil- 
ig  up  so  fast  it  practically  buried  our 
1  Paso  refinery,  and  I  thought,  my 

od,  I've  joined  a  dying  industry, 
hen  about  the  first  of  October,  the 
jonomy  turned  upward,  the  psychol- 
gy  turned  upward,  and  all  the  cop- 
ter ran  out  by  the  end  of  the  year." 

That  will  probably  happen  again, 
lit  the  experts  don't  dare  to  predict 
rhen.  There  could  be  a  long  drought 
head  for  the  copper  industry.  ■ 


This  man  once  made  one 
of  the  finest  cigars  in  die  world. 

He  has  done  it  again. 


To  Don  Ramon  Cifuentes, 
cigar  making  is  an  art  and  a  family 
heritage.  From  1889  until  1960,  his 
family  made  one  of  Cuba's  finest 
cigars.. .the  Partagas  Brand. 

Now,  finally,  sixteen  years 
after  leaving  Cuba,  Don  Ramon 
again  developed  a  cigar  worthy  of 
the  Partagas  name. 

This  Partagas  is  meticulously 
handmade.  Its  quality  tobaccos 
are  selected  from  around  the 
world,  then  expertly  blended  for 
superb  richness  and  flavor. 

Taste  this  incomparable  cigar 
for  yourself.  You'll  find  it  worthy 
of  Don  Ramon's  devotion  to  his 
art,  and  his  heritage. 


PARTAGAS 

handmade  cigars 


SEND  NOW  FOR  THE  LITTLE  SALES  GIANT. 


Slide  Charts  make  buying 
and  selling  easy! 


Little  persuaders 
that  mean 
big  business. 


INSTANT  U.S. 

TO  METRIC 
CONVERSION 
SLIDE  CHART 

Instantly  lets  you  convert 
length,  weight,  area,  volume, 
speert,  energy,  pressure  and 
temperature.  Use  coupon  or 
write  for  this  limited  FREE 
offer  now. 

A  $1.50  VALUE! 


SI—ZO^  CHART 

A  Division  ol  Dennev  Reyburn  Co 


A  Slide  Chart  is  a 
pocketsize  power- 
house ol  sales- 
manship thai 
can  instantly  give 
as  many  as  3497  answers  to  39  dillerent  problems  in 
18  categories 

It  can  provide  fast  facts  on  what  you  sell  And 
make  your  product  or  service  unique  and  wanted 

We  II  design  a  low-cost  Slide  Chart  |ust  for  you  to 
show  features,  capacities,  dimensions,  characteris- 
tics, model  numbers  and  more  Or  to  convert,  calcu- 
late, compare,  select  solve  mathematical  and  en 
gineenng  problems 

Choose  also  from  our  vast  selection  of  Slide 
Charts  in  stock  |ust  pennies  each  for  self- 

hquidating  imprinted  premium  and  give-away  door 
openers  Their  life  is  long  because  they  re  important 
to  people. 

If  you  re  not  using  Slide  Charts  in  your  business 
you  re  probably  missing  business  Send  coupon 
today  for  samples  and  details 

58  W.  Barnard  Street 

P.O.Box  527,  West  Chester,  Pa.  19380 

Phone:  215  436  4594 


SLIDE  CHART  CORP. 

58  W.  Barnard  Street,  P.O.  Box  527,  West  Chester,  Pa.  19380 

Without  Obligation,  Please  Send: 
□  FREE  Metric  Conversion  Slide  Chart 
PI  Information  about  various  Slide  Chart  ideas  for 
my  Company 
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'Asking  your  bank  how  many 
branches  they  have  overseas 
is  asking  the  wrong  question!1 


Hal  Dawson,  Executive  Vice  President 
of  Crocker  Bank's  International 
Division,  shares  some  candid 
thoughts  about  international  banking. 


"When  people  push  money  at  you, 
sometimes  it's  hard  to  resist." 
Q.  How  do  you  answer  people 
who  ask,  "In  how  many 
countries  do  you  have  installa- 
tions overseas?" 
A.  I  say,  "That's  not  the  right 
question'.'  The  right  question  is, 
"What  is  your  expertise?"  And 
expertise  has  absolutely  no  relation- 
ship to  number  of  installations. 
Expertise  is  associated  with  people 
...their  skill,  knowledge  and  experi- 
ence. Installations  are  just  bricks 
and  mortar.  So  we  say,  "Ask  us  what 
we  know,  and  what  we  can  help 
you  with!' 

Q.  What,  then,  is  your  formula 
for  serving  the  international 
markets? 

A.  You  should  be  sure  to  do  what 
you  do  best.  Avoid  pretending  to 
be  what  you  aren't.  It  seems  to  me 
that,  as  a  general  rule,  banks  indige- 
nous to  a  country  do  most  things 
better  in  that  country  than  foreign 
banks  do.  So  the  key  is  for  each 
bank  to  do  what  it  does  best  and  then 
link  up  effectively  with  other 
banks  that  are  experts  in  their  own 
markets.  That  way  you  can  offer 
the  best  possible  service.  Correspon- 
dent banking  isn't  on  the  decline; 
the  problem  has  been  with  the  way 
banks  interface.  We're  convinced 
that  these  problems  are  being  solved 
and  that  a  new  kind  of  correspon- 


dent  banking  will  arise.  We  intend 
to  be  in  the  forefront  of  that  trend. 
Q.  What's  your  approach  to 
taking  care  of  a  corporate 
customers  international  needs? 
A.  Our  approach  begins  with  an 
evaluation  of  his  needs.  Then  we 
look  both  within  and  outside  the 
bank  to  see  where  those  needs  are 
best  satisfied.  Too  often  banks  start 
with  what  they  have  to  sell,  and 
then  hunt  around  for  someone  to  sell 
it  to,  regardless  of  whether  it  is  the 
best  solution  to  a  customer's  needs.  I 
think  that's  a  conflict  of  interest. 
Q.  What  about  the  huge  debts 
facing  the  underdeveloped 
nations? 

A.  Well,  the  origins  of  the  problem 
go  back  to  the  colonial  era.  But,  in 
short,  independence  for  the  colonies 
brought  with  it  elevated  levels  of 
expectation,  which  required  develop- 
mental programs  — and  borrowed 
capital  — to  satisfy.  That  was  going 
along  reasonably  well,  in  a  rather 
delicate  balance,  when  two  things 
happened.  The  first  was  that  banks 
learned  that  they  could  operate  with 
higher  ieverage  ratios,  and  they 
made  a  tremendous  volume  of  loans 
to  the  developing  countries.  Well, 
when  people  push  money  at  you, 
sometimes  it's  hard  to  resist.  And 
a  lot  of  countries  didn't  resist.  And 
the  development  being  financed 
didn't  always  make  sense.  Secondly, 
in  73,  74,  the  price  of  oil  quad- 
rupled; and  since  the  developing 
countries  are  primarily  dependent 
on  imports  for  their  energy,  their 
balance  of  payments  was  hit 
disastrously.  The  developed  world 
sidestepped  the  impact.  Almost 
the  full  effect  has  been  borne  by 
the  developing  world. 

Q.  What  will  happen  to  their 

debts? 

A.  Unfortunately,  opinions  are 
fairly  polarized.  One  school  of 
thought  says  that  the  developing 
countries  will  be  the  next  REIT 
of  the  banking  industry.  At  the  other 
end  of  the  spectrum  people  say  "not 
to  worry."  Well,  I'm  definitely  closer 
to  the  "not-to-worry"  school,  but 


"A  bank  isn't  just  another  business." 


still  worried  enough.  The  longer  we 
go  without  the  start  of  major 
adjustments,  the  more  likely  it  is  that 
we  may  have  a  more  serious  prob- 
lem. Now,  I  don't  believe  it  will  hap- 
pen. I  sleep  very  comfortably  at 
night.  But  it  does  a  disservice,  saying 
there's  nothing  to  worry  about. 
Because  there  is  very  clearly  a  prob- 
lem. Part  of  the  solution,  probably, 
will  be  for  the  I.M.F.  to  play  a  stronger 
role,  but  not  to  bail  out  the  banks. 

Q.  Where  did  you  receive  your 

education? 

A.  At  Vanderbilt  University, 
majoring  in  Economics,  then  the 
Harvard  Business  School. 

Q.  Why  did  you  choose  banking 

as  a  career? 

A.  Intellectually,  it  appealed  to 
me.  Banking  requires  a  wide  range 
of  skills,  not  just  finance.  It  places 
you  in  the  mainstream  of  business; 
you  find  yourself  in  the  middle  of 
information  flows.  You're  well- 
informed,  up-to-date. .  .all  in  all,  I 
think  it's  stimulating. 

Q.  You  spent  14  years  at  The 

First  National  Bank  of  Chicago. 

What  did  you  do  there? 

A,  I  worked  on  the  domestic  side 
for  the  first  5  years,  in  Chicago. 
Then  I  was  transferred  to  interna- 
tional and  sent  to  New  York.  Next  I 
went  to  Mexico  City  and  London 
before  returning  to  Chicago.  After 
another  domestic  stint,  I  ended  up  as 
Deputy  Head  of  the  International 
Department. 

Q.  How  did  you  get  to  Crocker? 

A.  The  fun  had  gone  out  of  it  for 
me  at  my  previous  bank.  I  wanted 
a  new  and  challenging  environment. 
I  was  looking  at  a  lot  of  things, 
including  many  outside  of  banking. 
I  was  struck  with  the  enthusiasm  at 
Crocker,  with  the  determination 
of  the  new  team  to  make  it  the  best 
bank  in  the  West. 

Q.  What  are  some  of  the  major 

changes  in  banking  in  the  last 

twenty  years  or  so? 

A.  Well,  twenty  years  ago  banks 
were  still  very  conservative.  Then 
they  discovered  one  day  that  you 
didn't  have  to  exist  with  a  10-to-l 
leverage  — that  you  could  exist  on  a 
25  or  30-to-l  leverage,  and  the 
ceiling  wouldn't  fall  in.  The  Fed 
wouldn't  close  you  up  and  you 
wouldn't  have  a  run.  So  some  of 
them  went  through  almost  an  orgy 
of  lending.  Some  banks  are  like 
sheep . . .  they  all  move  in  the  same 
direction  at  the  same  time.  And  in 
the  late  60's  and  early  70's,  every- 
body wanted  a  go-go  image.  But  now 
that  some  of  the  go-go  fellows  have 
gone,  it's  changing  back  again.  A 
bank  isn't  just  another  business,  it 
should  be  more  conservative. 


Q.  What  do  you  do  in  your 
spare  time? 

A.  That's  not  easy  to  answer  in  a 
few  words.  I  married  at  the  rela- 
tively advanced  age  of  38  and  now 
have  a  daughter  who  is  one  year  old. 
I  find  her  fascinating  and  am 
pleased  to  report  that  she  is  learning 
to  dote  on  her  dad.  Beyond  that, 
I  am  a  lifelong  sports  fan  — to  my 
wife's  dismay.  For  exercise  I  play  a 
little  squash  and  tennis.  My  other 
interests  are  probably  too  eclectic  to 
permit  me  to  be  very  knowledgeable 
about  anything.  I  like  antiques  — 
especially  English  antiques  of  the 
17th  and  18th  centuries  — furniture, 
clocks  and  books.  The  American 
Civil  War  was  once  an  abiding 
interest,  but  now  less  so.  I  enjoy  the 
symphony,  the  ballet  and  the 
opera,  but  know  too  little  about 
them.  Similarly  on  art,  although  I 
know  modestly  more.  I  read  on 
a  variety  of  subjects  and  do  a  little 
gardening.  A  current  project  is  to 
put  a  cabin  on  a  piece  of  property 
we  have  in  Sonoma  County. 


" . .  she's  learning  to  dote  on  her  dad." 

Q.  What  will  you  do  when  you 
get  out  of  banking? 

A.  Well,  I  would  hope  I  have 
another  25  years,  at  least!  But,  when 
I  do  retire  from  banking,  I'd  like 
to  teach.  I  think  teaching's  great  fun. 
It's  a  very  good  insurance  policy 
for  staying  in  touch  with  what's  go- 
ing on,  because  students  keep  you 
on  your  toes.  People  should  stay  on 
their  toes.  If  you  avoid  that  con- 
tact, you  find  yourself  in  a  rut. 

If  youd  like  to  know  more  about  us, 
contact:  International  Banking 
Division,  One  Sansotne  Street,  San 
Francisco,  94104;  or  611  West  6th 
Street,  Los  Angeles,  90017. 


CROCKER  RflRK 

Changing  corporate  banking. 
From  California. 


New  Store  In  Town 


Austere:  Aldi  Foods  stores  stress  low 
prices,  eschew  display  and  service. 


The  Albrecht  family  made  a  fortune  in  West  Germany  with 
their  no-choice  grocery  stores.  It  remains  to  be  seen 
whether  they  will  lose  some  of  it  in  the  Midwest. 


There  are  lots  of  ways  to  stock  the 
larder  in  Burlington,  Iowa  (popula- 
tion: 32,366).  Housewives  in  the 
attractive  industry  town  can  shop 
at  the  two  full-service  Hy-Vee  super- 
markets, or  stop  at  Eagle's  Food 
Center  on  Roosevelt  Avenue,  or  drive 
out  to  the  big  Nash-Finch  warehouse 
market  on  Highway  61.  Or,  if  they 
are  in  a  hurry,  concerned  about  price 
and  don't  care  about  selection,  they 
can  try  the  windowless  brick  "box" 
store  in  the  Fairway  shopping  center 
run  by  the  West  German  chain  Aldi 
GmBH. 

Shopping  at  an  Aldi  Foods  store 
isn't  exciting;  in  many  cases  it  offers 
only  one  house  brand  of  each  item. 
But  its  prices  are  low:  A  32-ounce 
jar  of  house-brand  mayonnaise  is  just 
89  cents,  compared  with  $1.39  for  a 
name  brand  at  Hy-Vee.  Its  no-name 
18-ounce  cornflakes  costs  53  cents; 
Hy-Vee  sells  cornflakes  for  67  cents. 
Its  unknown  laundry  detergent  is  49 
cents  cheaper  than  a  similar  size  at 
Hy-Vee.  And  Aldi  shopping  is  quick. 
Shoppers  are  handed  crisply  stated 
price  lists  and  directed  toward  aisles 
of  open  warehouse  items.  Checkout  is 
swift.  A  unique  system  in  which  all 
prices  end  in  multiples  of  three  aids 
well-trained  clerks. 

This  limited-selection,  limited-ser- 
vice West  German  system  (no  checks, 
credit  cards  or  coupons  are  accepted) 
got  its  start  in  the  U.S.  in  early  1976. 
The  Albrecht  family  of  Mannheim, 
West ,  Germany  reasoned  that  reces- 
sion-struck Americans  were  ready  for 
some  disciplined  grocery  shopping. 
The  Albrechts  own  Aldi  CmBH,  West 
Germany's  largest  food  discounter, 
with  1,100  stores  and  annual  sales 
of  $1.8  billion.  Already  on  the  muscle 


in  Europe  (Aldi  GmBH  is  said  to  be 
making  a  strong  move  into  Belgium ) , 
the  Albrechts  bought  the  listless  24- 
store  Benner  Tea  Co.  from  Burling- 
ton's own  Charles  Fitzmorris  Jr.  for 
cash  and  a  management  contract. 

In  less  than  two  years  the  new 
Aldi-Benner  subsidiary,  with  Fitzmor- 
ris topping  the  payroll,  has  quietly 
opened  35  Aldi  Foods  stores  in  Iowa, 
Illinois  and  Missouri.  The  Aldi  idea  is 
to  outdo  the  already  popular  ware- 
house stores  like  the  Nash-Finch  store 
in  Burlington  by  concentrating  on 
house-brand  items  bought  directly 
from  food  processors.  By  restricting 
inventory,  simplifying  pricing  and 
eliminating  refrigeration,  the  Aldi- 
Benner  stores  operate  with  less  square 
footage  and  fewer  employees  (only 
six  to  eight  to  a  store)  than  the  com- 
petition. Its  labor  costs  average  less 
than  7%  of  gross  sales,  compared  with 
the  usual  10%.  Despite  its  lower  over- 
head, Aldi  shoots  for  gross  margins  of 
12%  rather  than  the  close  to  20%  that 
most  supermarkets  try  to  attain. 

All's  Not  Gold 

But  the  Aldi  store  in  Burlington  is 
barely  making  it.  For  one  thing,  its 
low  prices  often  don't  beat  the  lowest 
at  the  much  larger  Nash-Finch  ware- 
house. While  both  stores  provide  a 
minimum  of  service  (customers  bag 
their  own  groceries,  get  no  help  to 
their  cars),  the  warehouse  store  offers 
over  5,000  different  individual  items, 
compared  with  only  about  450  at 
Aldi.  Besides,  Aldi  sells  no  fresh  veg- 
etables or  meat,  only  canned  and 
packaged  goods.  So  Burlington's  one- 
stop  shoppers  stay  away. 

The  35  fledgling  Aldi  Foods  stores 
average   over   $20,000   volume  per 


week,  getting  up  to  $60,000  in  the, 
Peoria,  111.  unit.  Most  supermarket) 
chains  are  supposed  to  need  abour 
$60,000  a  week  to  break  even.  But 
its  limited-item  box-store  concept  is  I 
so  new  and  cost-saving  (refrigeration, 
for  example,  can  account  for  55%  of| 
supermarket  energy  costs)  that  Aldi| 
may  make  it  at  a  much  lower  figure.: 

Ever  circumspect,  Fitzmorris  won't 
concede  the  German  marketing  idea 
is  faltering  in  the  Midwest.  "It's  too 
early  to  tell,"  he  protests.  "We  don't 
have  enough  stores  yet." 

But  Fitzmorris  admits  he  is  wor- 
ried about  organized  resistance  to  the 
Aldi  concept.  Both  the  retail  clerks 
union  and  consumer  advocates  have 
been  promoting  legislation  throughout 
the  country  that  would  require  food 
retailers  to  mark  prices  on  each  item. 
Laws  like  that  could  force  Aldi  to 
hire  more  clerks  or  install  expensive 
scanners,  cutting  down  its  all-impor- 
tant overhead  advantage.  Already 
Aldi's  expansion  eastward  is  restricted 
by  such  laws  in  Michigan,  Massachu- 
setts, Connecticut  and  Rhode  Island 
and,  closer  to  home,  it  is  fighting  two 
such  bills  in  the  Illinois  state  legis- 
lature. "There's  no  way  we  can  con- 
tinue to  operate,"  says  Charles 
Fitzmorris,  "if  people  keep  putting  up 
these  laws." 

Such  legislation,  of  course,  is  not 
aimed  primarily  at  Aldi-Benner;  the, 
box-store  idea  is  being  tried  out  across! 
the  country— by  Jewel  Cos.  in  Florida, 
and  by  Wetterau,  one  of  the  topi 
food  wholesalers,  in  Aldi's  own  terri- 
tory. But  Aldi-Benner  is  a  good  test 
of  whether  a  disciplined  German  ver- 
sion of  the  box  store  can  make  it  in 
another  country  and  another  culture. 
The  jury  is  still  out.  ■ 
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Earnings  Per  Common  Share 
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it  you  should. 

jnces  are,  you  know  Ashland  as  the 
pn's  largest  independent  refiner, 
bt  you  should  also  know  Ashlandas 
ajor  manufacturer  of  commodity 
specialty  chemicals  and  one  of  the 
b.n's  largest  chemical  distributors. 


With  a  product  list  that  ranges  from 
resins  and  fatty  acidsto  foundry  binders 
and  mineral  extraction  agents,  we're  a 
major  factor  in  each  of  the  markets  we 
serve. 

Take  our  contribution  to  the  auto- 
motive industry.  Our  resins  help  make 
the  paints  that  protect  car  bodies.  Our 
foundry  products  help  make  the  cores 
and  molds  that  turn  out  engine  castings. 
And  when  you  get  to  tires,  we  supply 
carbon  black,  styrene-butadiene 
masterbatches,  antioxidants,  tackifiers, 
resins  for  curing,  bonding  and  reinforc- 
ing, as  well  as  all  kinds  of  solvents— 
aliphatics,  aromatics,  esters  and 
alcohols.  Only  a  major  chemical  source 
could  supply  so  much. 


Today,  Ashland  is  a  growing  factor 
not  only  in  chemicals,  but  in  coal  and 
highway  construction.  Because  man- 
agement has  seen  the  potential  and 
marshaled  our  corporate  energies  to 
act  upon  it.  Result?  Our  earnings  per 
share  have  jumped  from  $2.32  in  1 972 
to  $5.03  in  1 976.  And  our  revenues  are 
now  more  than  $4.3  billion. 

The  fact  is,  refining  and  marketing 
petroleum  products  will  always  be 
Ashland's  specialty.  But  directing 
ourtalents where  the  money 
is  will  always  be  ^HBBfcfc* 
Ashland's  business.  Ashl3fld 


Ashland  Dili  fnc.  Ashland,  Kentucky 


Whose  idea  was  it 
to  bring  this  meetir^ 
to  St.  Louis? 


■ 


I  don  t  know, 
but  give  him  a 

bigger  office 
when  we  get  home. 


St.  Louis.  A  fresh,  exciting  new  place  for 
your  next  business  meeting. 

Easily  accessible,  with  a  variety  of  excellent 
hotel,  motel,  restaurant  and  entertainment 
facilities.  At  prices  that  may  be  considerably 
less  than  you've  been  paying  [27.9%  less  per 
diem  than  Chicago,  for  instance.)* 

For  complete  information,  write  Jerry  Z. 
Bedford,  Suite  1545,  500  North  Broadway, 
St.  Louis,  Missouri.  63102.  Or  call 
(314)  421-1023. 

Then  bring  your  next  business  meeting  to 
St.  Louis.  It  could  be  very  rewarding. 


Gateway  Arch 


SUoub 

IheMeetiiMKibce 


•Sales  &  Marketing  Management,  February  21  1977 


Medical  Technology:  Too 
Much  Of  A  Good  Thing? 

tided  by  doctors,  patients  and  insurers,  the  medical 
echnology  field  is  growing  almost  too  wildly. 


I  Cardiac  Event  Recorder  is  an 
j[ectronic  monitor  a  cardiac  patient 
fears  attached  to  his  chest  for  a  full- 
by  test  period.  After  24  hours  he  re- 
ams it  to  his  doctor.  The  doctor 
fiarges  about  $150  to  set  up  the  test 
pd  read  the  results.  Third-party  in- 
prers  cover  most  of  the  fee.  Using 
irect  mail  and  follow-ups  by  their 
[tlesmen,  the  manufacturer,  Medi- 
[ience  Technology,  sold  200  last  year. 
The  monitor  is  a  typical  product  of 
yeasty  new  industry,  medical  tech- 
plogy,  which  already  rings  up  sales 
F  over  $7  billion  and  is  growing  at 
pme  10%  a  year.  The  monitor  is 
husual  only  in  its  perfect  mix  of  mar- 
eting  ingredients:  acceptance  by  the 


medical  community;  no  pain  for  the 
patient;  reimbursement  by  a  third- 
party  insurer;  and  good  profits  all 
around.  Even  the  malpractice  lawyer 
helps  with  the  marketing:  If  the  test 
becomes  routinely  used  in  a  com- 
munity and  a  cardiologist  with  access 
to  the  device  fails  to  use  it  on  a  pa- 
tient who  later  suffers  a  heart  attack, 
the  patient  or  his  family  could  sue. 

The  cost  of  a  Cardiac  Event  Re- 
corder is  about  $14,000  each— pennies 
compared  with  other  hardware  used 
in  the  $160-billion  health-care  indus- 
try. By  contrast,  a  cobalt  unit  may 
cost  $125,000,  and  require  $100,000 
more  to  construct  a  shielded  room. 
Intensive-care  units  feature  a  dazzling 


array  of  technological  advances— and 
additional  specialized  high-salaried 
personnel  to  run  them.  Some  90%  of 
all  hospital  costs  are  covered  by  third- 
party  insurers. 

Most  medical-technology  compa- 
nies market  their  big-ticket  items  the 
same  way.  They  ask  a  university  hos- 
pital to  test  new  equipment  at  com- 
pany expense.  If  the  machines  pass 
muster,  doctors  present  papers  about 
them  at  symposia  sponsored  by  the 
manufacturer.  The  papers  are  later 
rewritten  for  medical  journals,  after 
which  the  doctors  take  charge.  "Posi- 
tive peer  endorsement  is  a  key  to  sell- 
ing medical  technology,"  says  Vice 
President  Boine  Johnson  of  Technicon, 
Inc.,  at  $226-million  sales,  probably 
the  largest  company  specializing  in 
the  field. 

Some  medical-technology  proce- 
dures have  such  strong  government 
backing  that  they  need  only  a  modi- 
cum of  management  to  be  profitable. 
Take  kidney  dialysis,  a  biomedical  sys- 
tem that  filters  a  kidney  patient's 
blood  three  times  a  week  and  keeps 


him  from  dying  of  end-stage  renal  dis- 
ease. Because  the  government  pays 
80%  of  the  cost,  and  health  insurance 
in  most  cases  the  remaining  20%,  the 
program  has  mushroomed  into  a 
$750-million  business.  National  Medi- 
cal Care,  a  Big  Board  stock,  now  op- 
erates 68  dialysis  centers  around  the 
country,  taking  care  of  20%  of  the 
35,000  people  on  dialysis.  It  made 
$8.7  million  on  $105.8  million  reve- 
nues in  1976,  and  plans  to  open  eight 
more  centers  this  year. 

Companies  will  go  to  considerable 
lengths  in  their  marketing.  General 
Electric  is  a  longtime  leader  in  diag- 
nostic and  therapeutic  X-ray  equip- 
ment, with  domestic  sales  estimated 
at  $200  million.  GE  has  begun  to  feel 
increasing  competition  from  Hewlett- 
Packard  (its  rival  in  patient  monitor- 
ing) and  Technicare  and  EMI  (lead- 
ers in  scanning  devices).  GE  has  re- 
sponded by  setting  up  its  machines 
and  monitoring  systems  in  its  Milwau- 
kee factory  and  flying  physicians  in  at 
GE  expense  to  give  them  "hands-on" 


Diagnostic  Breakthrough:  Total 
body  scanners  painlessly  photograph 
soft  inner  tissue  in  five  seconds. 
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experience  with  new  equipment.  "It's 
sort  of  like  test-driving  a  car,"  says 
Robert  Stocking,  GE's  sales  and  ser- 
vice manager  for  its  medical  systems. 

President  Carter's  proposed  ceiling 
on  hospital  costs  may  make  it  harder 
to  buy  some  of  the  fancier  new  tech- 
nology GE  is  selling.  But  not  that 
much  harder.  Health  Systems  Agen- 
cies, set  up  by  the  federal  govern- 
ment, review  capital  expenditures 
over  $150,000.  In  1975,  the  latest  fig- 
ures available,  HSAs  approved  a  to- 
tal capital  spending  of  over  $3.2  bil- 
lion. The  reason?  Health  spending 
is  an  emotional  issue,  and  no  com- 
munity wants  to  be  without  the  most 
up-to-date  technology. 

Take  respirators.  Puritan-Bennett 
manufactures  the  respirator  that 
Karen  Ann  Quinlan  was  on  for  nearly 
a  year  before  her  parents  won  the 
court  battle  that  allowed  them  to  dis- 
connect it.  Once  the  life-saving  de- 
vice was  disconnected,  the  patient  be- 
gan to  breathe  and— a  year  later— is 
still  breathing  normally.  Nevertheless, 
Puritan-Bennett  sales  continued  to 
rise  to  $55  million  last  year  and  a 
probable  $63  million  in  1977,  be- 
cause respirators  are  now  considered 
essential  for  coronary  and  intensive- 
care  units.  The  number  of  respiratory 
therapists  has  grown  from  under  300 
in  1966  to  about  20,000  today. 

Diagnostic  testing  is  growing  even 
faster  than  respiratory  therapy.  Last 
year  doctors  performed  as  many  as 
5  billion  tests,  compared  with  1  bil- 
lion in  1965. 

Diagnostic-testing  equipment  ranges 
from  a  23-cent  Ames  Multistix,  which 
does  seven  simple  chemical  color 
tests,  to  the  $700,000  computer  axial 
tomographer  (CAT  scanner)  that  can 
photograph  cross  sections  of  soft  tis- 
sue painlessly.  CAT  scanners  are  con- 
troversial because  of  their  high  initial 
and  operating  costs  (the  latter  up  to 
$370,000  a  year)  and  because  of  the 
high  fees  doctors  and  hospitals  charge 
for  the  scan. 

But  even  if  insurers  reduce  their  re- 
imbursements, the  market  for  CAT 
scanners  won't  shut  down.  James 
Hughes,  40,  a  talented  neurosurgeon 
at  St.  Luke's,  a  prestigious  Manhattan 
teaching  hospital,  points  out:  "Most 
people  realized  that  we  needed  one 
if  we  wanted  to  keep  neurosurgery 
and  neurology  an  important  part  of 
St.  Luke's.  The  group  of  people  who 
understand  and  have  to  pass  on  pur- 
chases in  radiology  is  small."  In  the 
end  St.  Luke's  took  out  a  loan  for 
a  Technicare  scanner. 

The  extraordinary  leap  in  diagnos- 
tic testing  was  made  possible  in  large 
part  by  the  automatic  blood  analyzers 
that  Technicon  first  introduced.  Tech- 
nicon  machines  can  do  a  complete 


blood  analysis  at  the  rate  of  90  sam 
pies  an  hour.  The  more  advanced  ma 
chines  cost  up  to  $240,000  and  usi 
about  $35,000  worth  of  disposable 
and  chemicals  a  year. 

The  company  has  kept  its  market 
ing  lead  by  sponsoring  several  sym 
posia  a  year  since  1964,  by  holdinj 
a  series  of  worldwide  conferences  an< 
by  exhibiting  at  half  a  dozen  othe 
conferences  and  trade  shows  a  year) 
It  keeps  a  leash  on  customers  by  in 
troducing  a  new  generation  of  equip 
ment  every  few  years. 

Does  this  industry  have  any  seriou; 
problems?  Only  this:  When  Genera 
Motors  spends  more  on  employee 
medical  insurance  and  care  than  ii 
does  on  steel  purchased  from  U.Sl 
Steel,  then  medical  technology  be 


". . .  'Positive  peer  endorse 
ment  is  a  key  to  selling' . . .' 


comes  an  obvious  and  highly  visible 
target  for  cost-cutting.  "Automatec 
clinical  lab  tests  have  probably  done 
more  to  stimulate  multiple  unneces 
sary  testing  than  they  have  to  cul 
down  on  lab  costs,"  says  Dr.  H.  Da 
vid  Banta,  research  director  in  the 
Health  Program  in  the  Congressional 
Office  of  Technology  Assessment. 

Even  doctors  have  begun  to  lose 
some  of  their  enthusiasm  for  medical 
technology.  "I'm  expert  in  the  data 
charts,"  says  Lilla  Lyon,  a  recent 
graduate  of  New  York's  Downstate 
Medical  Center,  "but  I've  had  very 
little  experience  in  physical  diagnosis 
and  taking  patient  histories.  Those 
skills,  combined  with  a  few  simple 
tests  that  haven't  changed  in  years, 
should  be  the  basis  of  my  practice. 

Famous   pioneering  hospitals  are 
beginning  to  settle  for  less  than  the 
latest  in  technology  advances.  Recent 
ly   Massachusetts   General  Hospital, 
perhaps  the  nation's  most  prestigious, 
declined  to  purchase  a  $25,000  moni 
toring  machine.   "We've  abandonee 
the  shotgun  approach  to  buying  tech 
nology  and  become  more  discriminat- 
ing," says  Dr.  Charles  Sanders,  the. 
hospital's  general  director.  "The  ma 
chine  would  certainly  do  what  it  was 
supposed  to  do,  but  we  decided  a  less 
sophisticated,  less  expensive  method 
would  work  just  as  well." 

The  medical  technology  business 
will  undoubtedly  continue  to  grow 
but  not  to  the  sky.  As  far  as  anyone 
can  foresee,  the  individual  doctor  with 
his  white  coat  and  stethoscope  wile 
continue  to  be  the  great  symbol  for 
medical  care— rather  than  some  blink- 
ing, flashing  machine.  Would  people 
have  it  any  other  way?  ■ 
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Rosario's  Riches 


Most  mining  men  think  in  terms  of  tons;  Rob  Reininger 
thinks  in  terms  of  ounces.  But  thinking  small  is 
paying  off  handsomely  for  his  stockholders. 


Like  the  man  who  broke  the  bank  at 
Monte  Carlo,  Robert  M.  Reininger  is 
feeling  pretty  breezy  these  days.  And 
with  good  reason.  Because  in  mining 
terms  that's  just  about  what  Reinin- 
ger's  company,  Rosario  Resources,  has 
:  done  in  the  past  few  years:  broken 
I  the  bank.  It  has  gotten  a  new  mine 
into  production  in  the  Dominican  Re- 
public—Pueblo Viejo,  the  largest  gold 
[  |  mine  in  the  western  hemisphere  and 
i'one  of  the  most  profitable  in  the  world. 

And  with  Pueblo  Viejo  in  production, 
j  i Rosario  has  finally  moved  into  the 
big  time.  Last  year,  for  the  third  year 
|  in  a  row,  it  earned  better  than  $10 
i  Imillion— a  profit  margin  of  nearly  17% 
I  on  its  $60  million  in  sales. 

That's  an  excellent  showing  for  the 
(mining  business:  Giant  Asarco,  for  ex- 
llample,  netted  less  than  4%  on  sales 
last  year.  Rosario  does  it  by  special- 
lizing  in  precious  metals— silver  and 
(gold.  Gold  and  silver  mines  are,  gen- 
erally, relatively  small  affairs,  unlike 
•copper  mines,  say;  but  when  they  pay, 
fchey  really  pay. 

"You're  working  in  ounces  instead 
ijof  pounds,"  Reininger  says,  "but  we're 
jmore  interested  in  economics  than  we 
[fere  in  size,  and  in  that  respect  the 
Ifcprecious  metals  in  particular  are 
i 'attractive. 

"We  try  to  shoot  for  a  25%  return 
Ipn  investment,"  he  continues.  In  fact, 
JjRosario  has  achieved  that  goal,  av- 
eraging 26%  on  stockholders'  equity 
lover  the  past  five  years— much  more 
ikhan  double  the  return  the  nonferrous 
ipnetals  industry  as  a  whole  shows.  "It's 
important  to  strive  for  a  goal  like  that," 
;he  goes  on,  "because  we  do  a  lot  of 
^exploration  and  development  that  do 
pot  yield  ore  bodies."  The  winners 
ifhus  must  pay  for  the  horses  that 
never  get  beyond  the  starting  gate. 

For  the  white-haired,  bemustached 
[Bob  Reininger,  62,  Rosario's  current 
success  is  the  happy  culmination  of  a 
lifetime's  work.  A  geologist  by  train- 
ing, he  joined  Rosario  38  years  ago 
Juvhen  the  company  was  then  just  be- 
ginning to  step  up  its  search  for  new 
properties.  Founded  in  1880  as  the 
New  York  &  Honduras  Rosario  Min- 


Bigger  And  Better:  With  its  net  now 
running  above  $10  million  a  year, 
Rosario's  going  for  bigger  game. 
"Your  ability  to  finance  something," 
says  Chairman  Reininger,  "influences 
the  type  of  targets  you  seek." 


ing  Co.,  Rosario  lived  off  its  original 
silver  mine  for  74  years.  When  that 
began  to  peter  out,  Reininger  helped 
develop  another  Honduras  mine— El 
Mochito,  a  silver,  gold,  lead  and  zinc 
mine  that  still  provides  a  third  of  Ro- 
sario's profits. 

In  1954  Rosario's  president,  Wil- 
liam A.  Prendergast,  died  in  harness, 
aged  87,  and  Reininger  succeeded 
him.  There  were  lean  years,  many  of 
them,  when  the  price  of  silver  was  low 
and  costs  were  mounting.  It  was  not 
until  1973  that  Rosario  started  show- 
ing important  profits. 

"There's  an  old  Spanish  saying," 


Reininger  says,  "Una  mina  necessita 
otra  mina— One  mine  needs  another— 
to  carry  it  really."  The  original  Ro- 
sario mine  helped  finance  the  Mochito 
mine,  and  Mochito  in  turn  helped  fi- 
nance Reininger's  more  recent  efforts 
to  diversify  the  company— geograph- 
ically (Mexico,  Nicaragua,  Domini- 
can Republic,  Canada  and  the  U.S.) 
and  into  industrial  minerals  (Dixie 
Lime  &  Stone)  and  oil  and  gas  (Ala- 
mo Petroleum ) .  Dixie  Lime  ( construc- 
tion materials,  limestone  products )  has 
fallen  on  hard  times  in  recent  years 
because  of  the  slump  in  the  construc- 
tion business,  but  Alamo  turned  up 
a  natural  gas  field  in  Alberta  that  has 
proved  very  profitable.  The  result  is 
that  these  days  only  a  third  of  Ro- 
sario's income  now  comes  from  Hon- 
duras, vs.  nearly  100%  four  years  ago, 
and  only  67%  now  comes  from  mining. 

The  venture  that  has  transformed 
the  company,  however,  is  Pueblo  Vie- 
jo, which  Rosario  developed  in  part- 
nership with  J.R.  Simplot,  the  Idaho 
potato  processing  king  (40%),  and 
the  Central  Bank  of  the  Dominican 
Republic  (20%).  The  mine  was  origi- 
nally discovered  by  Columbus  on  his 
second  voyage— the  only  gold  he  ever 
found— was  worked  briefly  and  then 
abandoned  for  400  years.  "Part  of  this 
game,"  says  Reininger,  "is  trying  to 
see  something  that  someone  else  may 
have  missed— as  far  as  the  idea  and 
the  opportunity  go:  The  Darwin  the- 
ory of  seeing  what  everyone  else  has 
seen  and  thinking  what  nobody  else 
has  thought.  We  looked  at  the  same 
thing  a  lot  of  other  companies  had 
looked  at,  but  our  fellows  identified 
the  opportunity." 

Put  into  operation  in  early  1975, 
Pueblo  Viejo  will  recover  its  $46-mil- 
lion  investment  in  maybe  three  years. 
"We  started  hunting  there  in  1969 
when  gold  was  at  $35  an  ounce.  By 
the  time  we  had  discovered  the  ore 
potential,  gold  was  generally  $50  to 
$60.  So  the  economics  of  the  mine  are 
really  based  on  gold  at  $50  and  up- 
wards." With  gold  now  selling  for 
close  to  $150  an  ounce,  Rosario's  Do- 
minican   Republic    gold    mine  has 
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There  are  23  community 
colleges  in  Virginia,  with  32 
convenient  campuses.  And  to- 
gether they  provide  industry 
with  thousands  of  technically- 
trained  workers  every  year. 

All  of  which  is  good,  but 
hardly  surprising. 

What's  really  different 
about  these  colleges  is  that 
if  you're  planning  to  open  a 
plant  with  18  or  more  workers, 
they'll  recruit  and  train  them. 
For  free.  To  your  company's 
own  specifications. 

The  same  way  they've 
trained  over 40.000 other  work 
ers  over  the  last  7  years. 

Now  if  this  is  the  kind  of 
surprise  you  could  get  to  like, 
maybe  you  should  get  to  know 
more  about  Virginia.  A  state 
that's  full  of  them. 

Profit  from  the 
Vigor  of  Virginia 


lieges  that  train  workers 
tty  surprising  state. 


Write:  Frank  Alspaugh.  Div  of  Industrial  Development.  Rm  C03  State  Office  Bldg  Richmond,  Va  23219  Phone  (804)  786  3791 


Twelve  taxing  questions  to  ask 
about  tax-free  municipal  bond  funds. 

Fidelity  Municipal  Bond  Fund  answers  yes  to  all  of  the  following. 
_Not  every  fund  can  do  this.  We  invite  you  to  compare. 

1 .  No  sales  charge  or  redemption  fee?  2.  Daily  liquidity? 
3.  Continuous  professional  management?  4.  Low  management 
fees?  (At  4/10  of  1%  of  The  Fund's  net  assets  our  fee 
demands  comparison. )  5.  Daily  tax-free  income?* 
6.  Tax-free  compounding  of  income?  7 .  Broad  diver- 
sification of  portfolio?  8.  Daily  price  quotations? 
9.  Complete  record-keeping  assistance?  1 0.  Telephone 
withdrawal  and  exchange  privileges?  1 1 .  No  coupons 
to  clip?  1 2.  Established  quality  portfolio?  (Ours 
is  the  largest  of  its  kind  at  over  $400  million. ) 
Question  us  further.  Write  or  call  today. 


Call  Free  (800)225-6190 

In  Mass.  Call  Collect  (617)726-0650 


P.O.  Box  832.  Dept.  FF70601 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including  manage- 
ment fees,  other  charges  and  expenses,  please  write  or 
call  for  a  prospectus  Read  it  carefully  before  you  invest 
or  send  money. 


Zip 


City  Stale 

^FIDELITY  GROUP  Over$3  billion  of  assets  under  management.  J| 

'While  a  substantial  portion  of  the  income  will  be  exempt  from  Federal 
income  tax,  investors  may  be  subject  to  some  state  or  local  tax. 


turned  out  to  be  a  real  moneymak 
Alas,  honey  attracts  flies.  When  t 
oil  crisis  sent  the  Dominican  govei 
ment  scurrying  for  new  sources  of 
come  (Forbes,  May  I),  it  thought 
Pueblo  Viejo  and  arm-twisted  be 
of  the  corporate  owners  to  sell  it 
13%  block  of  the  company  at  appn 
imately  book  value.  That  hurt,  but 
a  property  that  yields  more  than  5 
on  its  stockholders'  investment,  1 
sario's  remaining  27%  is  better  th 
nothing.  "It's  a  good  deal  and  the  E 
minican  government  is  a  good  pa 
ner,"  Reininger  says.  Even  so,  Rosa 
has  declined  to  participate  in  develo 


". . .  'I  expect  you'll  probab 
see  gold  in  the  $1 50,  $1 55 
and  possibly  $160  range  by 
the  end  of  the  year' . . ." 
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ing  the  adjacent  Los  Cacaos  ore  hot 
because,  as  Rosario's  10K  puts  it, 
the  participation  expectations  of  t 
Dominican  government." 

Instead,  Reininger  has  turned  1 
attention  to  the  Fresnillo  Co.  whi 
has  interests  in  a  group  of  silver-leaj 
zinc  mines  in  Mexico.  Last  year  R 
sario  acquired  a  15%  interest  in  i 
company  for  $3.8  million  and  nq 
proposes  to  acquire  the  85%  that 
mains— through  an  exchange  of  stoc 
"They  are  seeking  opportunitie: 
Reininger  explains,  "and  they  haj 
good  liquidity.  We  have  more  oppc 
tunities  than  we  can  say  grace  ov 
by  virtue  of  our  exploration  activity 
So  it  makes  a  wonderful  mesh 
the  year's  end  Fresnillo  had  near 
$13  million  in  U.S.  Treasury  bills  ar 
other  liquid  assets  out  of  total  asscj 
of  $27.5  million. 

With  the  price  of  gold  well  dow 
from  its  high  of  nearly  $200  an  ouncj 
Rosario  was  not  able  last  year  to  du; 
licate  the  record  $2.37  a  share 
earned  in  1974— but  it  came  clos 
$2.07.  Thanks  partly  to  the  expand* 
government  interest  in  Pueblo  Vie} 
earnings  were  down  somewhat  ag 
in  1977's  first  quarter,  from  57  cei 
a  share  to  51  cents.  But  the  pictui 
could  change  if  the  price  of  gold  we 
to  go  higher.  Does  Reininger  exp^j 
this  to  happen? 

Says  he:  "The  volatility  of  the  pi 
is  affected  by  International  Monetaj 
Fund  deliberations  and  actions  and 
U.S.  Treasury  threats  to  sell  off  Ame 
ican  gold.  I  don't  expect  $200 
ounce  at  the  end  of  the  year;  I 
pect  you'll  probably  see  gold  in 
$150,  $155  and  possibly  $160  ran 
It's  about  $147  now.  Beyond  that, 
crystal  ball  is  broken."  ■ 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  May  12, 1977 


$200,000,000 


BankAmerica 

CORPORATION 

8.35%  Debentures  Due  May  15, 2007 


Price  100% 

plus  accrued  interest  from  May  15, 1977 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  underwriters 
as  are  qualified  to  act  as  dealers  in  seciirities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Salomon  Brothers 

Dean  Witter  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc.  The  First  Boston  Corporation  Kuhn  Loeb  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Inc.  Bear,  Stearns  &  Co.  Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Drexel  Burnham  Lambert         Goldman,  Sachs  &  Co.         Hornblower,  Weeks,  Noyes  &  Trask 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Keefe,  Bruyette  &  Woods,  Inc.  Kidder,  Peabody  &  Co. 

Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers  Loeb  Rhoades  &  Co.  Inc. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc.  M.  A.  Schapiro  &  Co.,  Inc. 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.       Warburg  Paribas  Becker  Inc.        Wertheim  &  Co.,  Inc. 

Incorporated 

White,  Weld  &  Co.  L.  F  Rothschild,  Unterberg,  Tcwbin 

Incorporated 


The  Sweet  Sound  Of . . . 

A  professional  musician  by  trade,  Frank  Gorell  was  a 
businessman  at  heart.  Following  his  heart  made  him  rich. 


The  year  was  1947  and  Frank  Gorell 
was  playing  French  horn  for  the 
Broadway  opening  of  Annie  Get  Your 
Gun.  While  up  on  the  stage  Ethel 
Merman  belted  out  There's  No  Busi- 
ness Like  Show  Business,  34-year-old 
Gorell  down  in  the  orchestra  pit  wor- 
ried about  the  storm-window  business. 

Gorell  was  a  career  concert  musi- 
cian. He  had  played  with  great  or- 
chestras like  the  New  York  Philhar- 
monic, the  Pittsburgh  Symphony,  and 
had  free-lanced  at  recording  sessions 
and  in  the  pit  for  Broadway  musicals. 

But  Gorell  says  he  was  a  business- 
man at  heart.  In  1947  he  invested  all 
his  savings  in  a  new  venture— a  storm- 
window  manufacturing  company  in  his 
native  Pittsburgh,  and  became  the 
company's  New  York  representative. 
Why  storm  windows?  Says  he:  "It  was 
a  new  product  that  people  needed.  I 
knew  they  could  be  sold."  By  night, 
he  played  for  Annie  Get  Your  Gun, 
by  day  he  sold  windows— plenty  of 
them.  "On  paper  I  was  making  a  for- 
tune." But  something  was  going  wrong 
in  Pittsburgh:  "I  wasn't  getting  deliv- 
ery," says  Gorell.  The  young  compa- 
ny was  going  bankrupt  and  Gorell's 
life's  savings  were  in  danger. 

Gorell  put  his  French  horn  aside 
to  straighten  out  the  storm-window 
business.  He  took  his  family  back  to 
Pittsburgh,  bought  out  the  other  in- 
vestors with  long-term  notes  and  be- 
gan selling  Season-all  storm  windows 
door  to  door  while  doubling  at  night 
in  the  assembly  plant.  Gorell  didn't 
own  a  French  horn  again  for  25  years: 
"I  even  sold  the  one  I  had  for  gro- 
ceries. I  was  that  broke." 

It  was  worth  it. 

Now  63,  the  energetic,  mustach- 
ioed Gorell  is  president  of  Season-all 
Industries,  a  $30-million  (sales)  man- 
ufacturer of  custom-made  storm  and 
replacement  windows.  What  with  the 
energy  crisis  and  President  Carter's  en- 
ergy message,  Season-all,  traded  on 
the  American  Stock  Exchange,  has  be- 
come a  hot  stock.  It  climbed  from 
$3.75  per  share  in  early  1976  to 
$20.75  per  share  by  mid-May  this 
year.  Frank  Gorell  and  his  family,  who 
own  37%  of  Season-all's  nearly  1  mil- 
lion shares,  now  have  a  paper  worth 
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of  considerably  more  than  $7  million. 

Season-all  may  be  the  only  compa- 
ny around  whose  volume  comes  to- 
tally from  insulating  products.  Storm 
windows  still  make  up  35%  of  sales, 
storm  doors  another  15%;  but  50%  of 
sales  and  an  even  greater  share  of 
earnings— $1.5  million  in  1976— come 
from  custom-built  replacement  win- 
dows, a  business  Season-all  virtually 
originated  ten  years  ago. 

As  Season-all  tells  it,  there  are  some 
40  million  U.S.  homes  more  than  20 
years  old.  Their  windows  can  seldom 
be  replaced  by  standard-size  win- 
dows. Season-all  dealers  take  a  cus- 
tomer's window  measurements,  which 
are  then  forwarded  to  one  of  three 
Season-all  plants  located  at  or  near 
its  Indiana,  Pa.  headquarters. 

Season-all  sells  through  about 
2,000  home-improvement  dealers, 
lumber  yards  and  department  stores 


in  the  Northeast  cold-weather  belt. 
"But  for  the  first  time  we've  been  get- 
ting orders  from  the  West  and  the 
South,"  says  Gorell.  "We've  even  had 
some  orders  from  Florida."  Season-all's 
Midwest  business  is  growing  fast 
enough  that  Gorell  plans  to  open  a 
plant  there  in  early  1978. 

If  its  product  mix  remains  the  same, 
its  current  capacity  will  be  able  to 
handle  an  estimated  $15-million-to- 
$20-million  increase  in  volume  over 
1976's  $30.5  million.  Season-all's  earn- 
ings for  1977  have  been  conservative-  i 
ly  estimated  at  $2  per  share,  up  from 
$1.58  per  share  last  year.  If  and  when 
the  insulation  incentives  of  Carter's 
energy  bill  pass  Congress,  the  demand 
for  Season-all  products  could  soar. 
Gorell's  minimum  growth  plans  put 
sales  over  $60  million  by  1980. 

But,  alas,  what  government  giveth, 
government  can  take  away.  In  its 
1975  annual  report,  Season-all  noted 
that  Gerald  Ford's  proposed  tax  credit 
for  home  insulation  lingered  in  Con- 
gress long  enough  to  confuse  home- 
owners before  dying  a  dismal  death. 
The  result  was  a  miserable  first  quar- 
ter for  Season-all,  as  homeowners  held 
off  buying.  Will  the  Carter  proposals 
prove  to  be  a  more  durable  benefit  to 
Season-all?  Its  stockholders  had  bet- 
ter hope  so.  At  13  times  earnings,  Sea- 
son-all's stock  is  discounting  a  great 
deal  of  good  news.  ■ 


His  Own  Boss  Now:  Con- 
cert musician  Frank  Gorell 
had  some  rough  times  play- 
ing his  French  horn  for 
great  conductors  Arturo 
Toscanini  and  Bruno  Wal- 
ter. Says  Gorell,  "Autocrat- 
ic is  a  nice  word  for  them." 


SHARJAH 
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INTRODUCING  SHARJAI 

. . .  A  little  known  place 

with  some  old  fashioned  ideas 
about  business. 


Sultan  Bin  Mohamed  Al-Qasimi 
Ruler  of  Sharjah 


Sharjah  is  an  oil  producing  emirate 
located  on  the  southeastern  side  of  the 
Arabian  Gulf.  Together  with  Abu  Dhabi, 
Dubai,  Ras  al-Khaimah,  Fujairah,  Aj- 
man,  and  Umm  al-Qaiwain,  it  is  a  proud 
partner  state  in  the  United  Arab  Emir- 
ates. The  UAE  covers  an  area  of  30,000 
square  miles  and  has  a  population  of  ap- 
proximately 750,000  people. 

Since  the  formation  of  the  UAE  in 
1971,  the  nation'soil  wealth  hasenabled 
it  to  develop  at  a  pace  unrivalled  in  his- 


tory. Literally  overnight  the  rigorous  li| 
of  the  desert  has  been  replaced  by  tl) 
conveniences  of  the  20th  Century. 

Sharjah's  own  development  hJ 
been  unique.  The  Emirate's  unusual|| 
favorable  environment  for  foreign  inve 
tors  seeking  a  base  from  which  to  seri 
the  Gulf  states  has  spurred  massive  i  I 
vestments  from  the  private  sector  ar| 
made  Sharjah  the  fastest  growing  state 
the  Middle  East. 


The  modern  container  ports  of 
Khalid  and  Khor  Fakkan 
provide  easy  access  to  the  Gulf 
States,  Europe  and  Asia. 


GULF 


Ras  Tanurir 

Damman  i 
Dhahrah" 
Al  Khobar 


BAHRAIf 


Hofuf 


SAUDI  ARABIA 


Riyadh 


Doha 

Umm  Said     Sir  Abu  Nuair 
"  bu  Dha 


Sharjah  ,  ^^^5  I 
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Fujairah 
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Muscat 


Cover  art  is  based  on  ceiling  design, 
in  Fort  labnn.  Sultanate  of  Oman. 
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NCENTiVES 
TO  INVESTORS 

Sharjah  otters  the  following  advan- 
tages to  businessmen  using  the  Emirate 

I  j  sa  base  for  their  local  or  Middle  Eastern 
(Operations: 

j'  a  free  enterprise  economy 
}•  minimal  government  regulations 
j  a  stable  political  environment 
■  no  foreign  exchange  controls 

II  a  strong  currency 
■I  nominal  tariffs 

»  no  taxes 

•  low  labor  costs 

»  no  unions 

I*  first  class  international  transportation 
:  facilities 

l»  excellent  telecommunications 

h  free  business  counselling 

v  educational  facilities  for  expatriate 

!  children  of  all  ages  and  nationalities 

;}»  flexible  requirements  governing  local 

j  partnerships 

|>  superior  town  planning 

I  liberal  regulations  on  land  and 

■  property 

b  zoning  of  land  use  to  facilitate 
I  business  development 
fa  western  social  and  recreational 
I  amenities 

fa  a  multi-national  business  community 
I  open  to  all 


REGIONAL 
HEADQUARTERS 

Sharjah  offers  an  unusually  favor- 
able environment  for  multinational  firms 
seeking  a  regional  or  Middle  Eastern 
headquarters  site. 

All  of  the  incentives  to  investors 
mentioned  previously  are,  of  course, 
available  to  multinationals  locating 
n  Sharjah;  there  are,  however,  some 
special  incentives  which  have  particular 
mportance  for  those  interested  in  re- 
gional operations. 

First,  in  the  case  of  multinational 
regional  offices,  a  local  partner  is  not  re- 


quired. This  means  the  regional  office 
may  be  100  per  cent  owned  by  the 
foreign  based  parent  company.  Fre- 
quently, a  multinational  may  establish 
several  corporations  in  Sharjah;  for 
example,  one  100  per  cent  owned  com- 
pany as  a  Middle  Eastern  headquarters,  a 
second  company  might  be  a  joint  ven- 
ture for  manufacturing  and  assembly, 
and  one  or  more  additional  companies 
might  be  set  up  with  different  ownership 
for  marketing  and  sales  purposes.  The 
resulting  operational  flexibility  is  gener- 
ally unavailable  elsewhere  in  the  Middle 
East. 

Second,  the  Government  of  Sharjah 
discourages  the  use  of  intermediaries  by 
allowing  the  corporation  to  deal  directly 
with  the  Government.  Free  business 
counselling  services  are  provided  by  the 
Government.  These  services  are  de- 
signed to  assist  the  corporate  investor  to: 

•  determine  the  best  form  of  corporate 
organization 

•  assess  the  market  potential 

•  obtain  the  necessary  land 

•  find  a  local  partner,  if  desired 

•  assist  in  the  negotiation  of  agreements 

•  find  appropriate  sources  of  financing 

•  locate  offices  and  housing 

•  obtain  telephone  and  telex  services 

•  locate  legal  and  banking  services 

•  accomplish  whatever  else  is  necessary 
to  make  the  business  operational  in 
the  shortest  possible  time 

Third,  the  executives  and  staff  of  the 
multinational  corporation  will  find  an 
environment  for  living  and  doing  busi- 
ness in  which  they  can  be  comfortable. 
Housing,  educational,  and  recreational 
facilities  have  been  designed  to  meet  the 
needs  of  the  foreign  business  communi- 
ty. And  because  Sharjah  is  free  of  the 
business,  social,  and  governmental  re- 
strictions found  in  some  other  states — 
the  expatriate  is  able  to  pursue  a  life  style 
similar  to  that  which  he  enjoyed  in  his 
own  country. 


Fourth,  Sharjah  offers  maximum 
operating  flexibility  to  the  multinational. 
Where  else  in  the  world  can  a  corpo- 
ration operate  with  no  taxes,  a  strong 
currency,  no  foreign  exchange  controls, 
excellent  communications,  minimal 
government  regulations,  no  unions,  and 
a  stable  political  environment? 

Finally,  it  is  the  policy  of  the  Gov- 
ernment of  Sharjah  to  develop  a  busi- 
ness community  which  is  well  balanced 
multinational^.  This  means  that  com- 
panies from  all  parts  of  the  world  are 
welcome  and  will  receive  equal  en- 
couragement from  the  Government. 

Among  the  multinationals  estab- 
lishing regional  operations  in  Sharjah 
are:  3M  Corporation,  Honeywell,  Alfred 
Dunhill,  Kobe  Steel,  Armco  Steel,  Great 
West  Steel,  Wood  Gundy  Limited, 
British  Reinforced  Concrete,  Bechtel, 
ETPM,  Seatrain,  International  Standard 
Brands,  Master  Builders,  Touche  Ross, 
Price  Waterhouse,  Six  Construct, 
Wellcome  Foundation,  Saipem,  Hempel 
Paints,  Harnischfeger,  Archirodon, 
Charterhouse,  and  Inter-Continental 
Hotels. 


A  SUPERIOR 
ENVIRONMENT 
FOR  LIVING 

In  no  other  Middle  Eastern  city  can 
one  find  such  attention  given  to  the  qual- 
ity of  living  as  is  reflected  in  the  Sharjah 
town  plan,  developed  in  accordance 
with  the  Ruler's  concern  to  provide 
amenities  as  well  as  the  utilities  neces- 
sary for  doing  business  in  the  Emirate. 

Sharjah  has  a  pleasant  climate  and 
miles  of  beautiful  sandy  beaches.  Add- 
ing to  these  natural  facilities  for  outdoor 
activities,  the  master  plan  calls  for  parks, 
playgrounds;  bowling  and  health  clubs; 
a  cultural  center  with  library  and  au- 
ditorium; marinas;  beach  and  tennis 
clubs;  and  western-style  nightclubs,  res- 
taurants and  cinemas. 


Downtown  Sharjah 


Sharjah  International  Airport 
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In  Sharjah,  it's 

ElBCa 


■  ■ 
■ 

■ 

wad 


Building  Materials,  Civil  Contracts, 
Real  Estate  and  Land  Development. 

Trucking  and  Transportation. 

Readymix  Concrete  Supplies  and  Pumping  Services. 
Rock  Aggregate  and  Quarry. 

Sole  Agents  for 

Rolls  Royce  Industrial  and  Marine  Division, 
Mack  Trucks, 

Kone  Westinghouse  Elevators  and  Escalators, 

Philips  Industrial  Products, 

Singer  Airconditioners, 

Duap  (Swiss)  Containerised  Generators, 

Nicola  Trailers,  Paceco  Cranes. 

Oil  Field  and  Industrial  Supplies  from  Phoceenne. 
Ceramics,  Marble  and  Sanitary  Equipment  from  Italy. 
Department  Stores  and  Supermarkets. 

Marketing,  Advertising 

and  Public  Relations  Consultancy. 


Associated  Companies: 

Gibca  Transport  Corporation  Ltd. 

Gibca  Ceramics  and  Sanitary  Equipment 

Gibca  Crushing  and  Quarry  Operations  Co.  Ltd. 

Gibca  Advertising  Corporation 

Gemco  (Industrial  &  Oil  Field  Supplies) 

Readymix  Gulf  Ltd 

Sharjah  Supermarkets  Ltd 


Central  Office: 
GIBCA  HOLDING  LTD 

P.  0.  Box  289,  Sharjah,  U.A.E. 
Tel:  23163,  Tlx:  8082  GIBCA  SH 
Cable:  GIBCA 


BUKHATIR 
INVESTMENTS 
!  LTD. 

|  Associated  Companies: 

[  Cementco  Limited 

Eastern  Limited 

Trade  House  Inc. 

|  Emitac  Limited 

|  German  Gulf 

Enterprises  Ltd. 

|  Sharjah  Real 

Estate  Company 

National  Hotels  Limited 

Modern  Hotels  Limited 

MarbellaClub 

Euro- Arab 
Investments  Ltd. 

Conforce  (Gulf)  Ltd. 

Conmix  Limited 

Plastifoam  (U.A.E.)  Ltd. 

Alumtech  (U.A.E.)  Ltd. 

Bucomac  Ltd. 

Flotilla  Ltd. 

Importers  of  Building  Materials, 
Civil  Contractors,  Real  Estate  and 
Hotel  Owners,  Land  Development 
and  Property  Management 
Representatives  and  Contractors 
for  electronic,  refrigeration, 
air-conditioning,  film  and  studio 
equipment:  Plessey,  Hewlett 
Packard,  McQuay,  Rank 
Audiovisual 

Sole  agents  for:  ATLAS  Excavators 
and  Lorrymounted  Hydr  Cranes, 
PUTZMEISTER  Mortarpumps, 
Plastering  Machines  and 
Concrete  Pumps,  Suppliers  of 
ready  mix  concrete  with  pumping 
services. 

Manufacturers  of  Expandable 
Polystyrene  and  Flexible 
Polyurethane  products, 
Aluminum  doors  and  window  frames 

P.O.Box  88-Sharjah-U.A.E. 

Cables:  SALAAH 
Telephone  24101-5 
Telex  8033  SH  BURKAT 


SHARJAH  DEVELOPS... 

Among  Many  Major  Projects - 
SHARJAH      builds  a  new  International  airport 
SHARJAH      builds  a  new  cement  factory 
SHARJAH      builds  a  new  deep  water  port 


and  SHELL  is  there  to  help 


Proud  participants  in  the  development  of  Sharjah' 


HARJAHPORT 
(ATE  WAY 
P  THE  GULF 


SHARJAHPORT— the  first  inter- 
)dal  transportation  system  in  the  Mid- 
5  East — offers  shippers  the  opportu- 
,y  to  mix  or  match  any  combination  of 
,  land,  or  sea  transport  services  with 
nimal  delay  or  difficulty. 


irt  Khalid,  modern  sea  freight  center 


iarjahport  integrates  and 
pitalizes  on: 

Sharjah's 

geographical  advantages — 

A  natural  deep  water  harbor  at  Khor 
iFakkan  enables  ships  to  save  time  and 
[money  by  discharging  Gulf  destined 

igoods  while  still  in  the  Indian  Ocean  . 

r 

[Sharjah's  central  location  among  the 
Emirates. 

The  junction  of  the  UAE's  three  major 
highways  in  Sharjah. 

Sharjah's 

superior  transportation 
facilities — 

Port  Khalid's  emphasis  on  specialized 
iand  technically  advanced  sea  freight 
services. 

Port  Khor  Fakkan's  giant  container 
terminal  designed  to  serve  as  a 
thruport  for  all  the  countries  of  the 
Arabian  Gulf. 


Sharjah  International  Airport's 
superior  facilities  for  passengers, 
cargo,  and  carriers. 

Complete  trucking  and  barge  services 
to  all  points  in  the  Gulf. 

•  Sharjah's 
sophisticated  transport 
management — 

Port  management  by  Seatrain  —  the 
largest  shippers  in  the  Atlantic  with  of- 
fices in  more  than  60  cities  around  the 
world. 


Airport  management  by  Frankfurt  Air- 
port Authority — operators  of  Europe's 
largest  airport  and  leading  air  freight 
center. 

Simplified  customs  procedures  which 
allow  the  clearance  of  customs  fees 
and  availability  of  goods  anytime  day 
or  night  on  request. 

Like  the  three  seagulls  which  are  the 
symbol  of  SHARJAHPORT,  goods  en- 
trusted to  the  SHARJAHPORT  ir>*er- 
modal  system  can  move  with  equal  ease 
in  the  air,  on  the  land,  or  over  the' 
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Seatrain 

^ifrodyces 
"no-delay"i 
shipping  i 

to  Sharjah 

You  can  beatthe  congestion  in  the  Gulf  ports. 

Seatrain,  the  company  that  pioneered  container- 
ization,  now  offers  container  services  to  the 
only  fully  equipped  container  port  in  the  Gulf. 
PortKhalid,  Sharjah. 

With  this  new  modern  facility,  your  cargo  ships 
m  faster,  ships  out  faster  to  its  destination. 

The  Emirate  of  Sharjah  appointed  Seatrain  Gulf 
Services  to  manage  Port  Khalid.  In  cooperation 
with  Sharjah  Container  Terminal,  Port  Khalid 
offers  vessel  berthing,  cargo  handling  and 
efficient  transportation  for  direct  delivery 
from  Sharjah  to  other  key  markets  in  the  Gulf. 

And  that's  just  the  beginning.  To  save  even  more 
shipping  time,  another  Sharjah  seaport,  managed  by 
Seatrain  Gulf  Services,  is  scheduled  to  open  in 
1978.  Port  Khor  Fakkan  on  the  Gulf  of  Oman. 

The  sure  way  to  ship  to  Sharjah  . . .  and  beyond. 


Seatrain 

One  Chase  Manhattan  Plaza,  New  York,  N  Y  1000) 
-„    _  Telephone:  (212)  964-3400 

"*  ..        Container  Services  •  Shipbuilding 
Energy  •  Transportation  Management 


IE  MIDDLE  EAST'S 
sJLY  PLANNED 
slANCIAL  CENTER 


Financial  institutions  seeking  a  base 
le  Middle  East  will  find  three  distinct 
antages  in  Sharjah.  First,  Sharjah  ot- 

the  Middle  East's  only  geographi- 
y  centered  and  comprehensively 
wed  financial  district.  Second,  Shar- 
s  new  Corporate  Law  is  designed  to 
ourage  the  growth  of  financial  jn- 
jtions.  Third,  financial  institutions 

rate  in  a  tax  free  environment  in 
rjah. 

The  Middle  East's  only  geographi- 
y  centered  financial  district  is  under 
struction  in  downtown  Sharjah.  The 
iplex  includes  27  eleven  story  build- 

which  flank  a  park  running  from 
\rooba  Road  to  the  Corniche.  In  the 
'die  of  the  park  is  an  old  Arabic  tower 
boorj"  from  which  the  district  gets  its 
ne  —  Al-Boorj  Avenue.  When  the 
Sect  is  completed  all  of  Sharjah's  33 
nsed  banks  will  be  required  to  have 
r  main  Sharjah  office  on  the  ground 
I  mezzanine  floors  of  one  of  the  27 
Idings.  Two  levels  above  the  street, 
til  shops  will  be  connected  by  a  series 
jnnels  in  the  air  so  that  shoppers  may 
ve  from  building  to  building  without 
'irning  to  the  street  level.  Above  the 
pping  complex  are  seven  floors  of  of- 
?s  and  flats  topped  finally  with  a 
ithouse.  The  first  twelve  buildings  in 
Icomplex  are  scheduled  for  comple- 
i  in  early  1978,  with  the  remaining 
Idings  following  in  1979  and  1980. 

I  Adjacent  to  the  Al-Boorj  Avenue 
jject  is  a  twin  towered  building  of  16 
I  18  stories  known  as  the  Financial 
iter.  This  building,  to  be  completed  in 
'9,  is  built  for  non-banking  financial 
titutions  and  and  will  house  the  of- 
les  of  the  UAE  Currency  Board,  the 
i:k  exchange,  merchant  bankers,  in- 
lance  companies,  accountants,  ex- 
inge  brokers,  investment  companies, 
§1  other  financial  institutions. 

Of  special  interest  to  financial  in- 
lutions  is  Sharjah's  new  Corporate 
!v  which  becomes  effective  January  1 , 
78.  This  law  gives  companies  legal 
itection  for  their  investment  and  is  de- 
ned  to  encourage  their  formation 
-per  than  to  restrict  them. 


Your  business  in  the 
Gulf  needs  a  local  bank 
with  international  expertise 
and  servicing. 
Right? 

Investbank.  U.  A.  E . 

investbank 

Head  Office:  SHARJAH  Al  Ouruba  St.  EO.  Box  1885 

Tel.  25391  /  2  Telex  :  INVEST  8083  SH 

Branch  and  International  Department: 

ABU  DHABI  Khalifa  St.  PO.  Box  2875 

Tel  :  24593/  4/  5  Telex  :  INVEST  2665  AH 

INVESTMENT  BANK  FOR  TRADE  AND  FINANCE  L.L.C. 


SIX  CONSTRUCT  LTD. 
U.  A.  E. 


SUBSIDIARY  f 
OF 


(  construct 


SIX  CONSTRUCT  INTERNATIONAL  S.  A. 
BRUSSELS  —BELGIUM 

11  Years  Contribution  to  Construction  Industry  in  the  Gulf. 

PROJECTS  CARRIED  OUT 
Ports,  Breakwaters,  Marine  Works, 
Fertiliser,  Cement  Plants  and  Power  Stations, 
Housing  Development,  Exploitation  of  Quarries 


in  all  the  Emirates. 

Sharjah 
P.  C.  Box  1472 
Telex:  8023 
Tel:  23453 


Abu  Dhabi 
P.  O.  Box  226 
Telex:  2339 
Tel:  22579 


Branches 
Ajman 

Ras-al-Khaimah 
Umm  Al  Qawain 
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%  ar  $  cargo  charter  service 


Air  Intergulf  offers  a  complete  passenger  and 
air  cargo  charter  service  for  both  long 
and  short  hop  flights   Manned  by  French 
air  and  ground  crews,  Air  Intergulf  have  a 
range  of  aircraft  on  charter  at  perhaps  the 
most  reasonable  prices-anywhere  in  the  world 


^y/lir  intergulf 


at  your  convenience 


P  0  Bc»  289  Shanah  U  A  E  Tel  24741  23163  24243  Tl«  8128  PEACE  SH 
Dubai -Tel  28568  Abu  Dhat»-Tel  44286 


Government  House 


The  final  advantage  for  banks  and 
other  financial  institutions  locatin 
in  Sharjah  is  that  they  operate  tax  fre 
and  are  not  subject  to  any  special  licens-l 
ing  fees  for  financial  institutions.  They 
must,  however,  be  licensed  by  the 
UAE  Currency  Board  and  the  Sharjah 
Municipality. 

Financial  institutions  have  been  at- 
tracted at  such  a  rate  that  Sharjah's  33 
licensed  banks  and  their  branches  give 
the  Emirate  a  ratio  of  banks  per  capita 
that  is  perhaps  the  highest  in  the  world. 
American  banks  include  The  First  Na- 
tional Bank  of  Chicago  and  Citibank. 
Chase  Manhattan  Bank  and  Bank  o{ 
America  own  portions  of  two  local 
banks. 


When  you  need  him.  To  give  friendly  advice 
and  assistance.  To  study  and  assess  your 
lubrication  problems.  To  recommend 
the  correct  lubricant  for  your  equipment- whether 
it  be  sophisticated  product:  achinery, 
contractor's  plant  or  just  a  simp :  ?  water  pump. 

Andy  Waldrum  covers  the  U.  A.  E.,  Qatar  and  Oman 
We  cover  the  Gulf.  Call  us  if  you  ->eed  us. 


BP  Arabian  Agencies  Ltd 

Post  Box  1699  Dubai  U.A.E. 

Tel:  24181/8  Telex  5509  BEEPEE  DB 


IF  YOU'D 
LIKE  MORE 
INFORMATION 

.  .  .  about  the  ciimate  for 
business  and  pleasure  in 
Sharjah,  please  contact 
Dr.  Bart  A.  Paff,  Economic 
Advisor  to  the  Ruler,  Box 
211,  Sharjah,  United  Arab 
Emirates.  Telex  8015 
CRESPT  SH  or  telephone 
22801. 

Dr.  Paff  will  be  in 
New  York  on  June  15,  16, 

and  17  to  talk  with  com- 
panies interested  in 
exploring  the  possibliity  of 
serving  Gulf  and  Middle 
Eastern  markets  from  Shar- 
jah. If  you  would  like  to 
meet  with  him,  contact 
Mr.  Armand  Norelli  at 
(212)  564-5500  to  arrange 
for  an  appointment. 


KHANSAHEB 

CIVIL 

ENGINEERING 
COMPANY 


Main  Contractors 

Sharjah  international  airport 


P.O.  BOX  2716 
DUBAI  UAE 


Telex  5471  DB 
T/PHONE  087251 


GENERAL  ENTERPRISES  COMPANY 


Agents  and  distributors  for  world  famous  companies  including: 
AKAI  ELECTRIC  CO  LTD  (high,  audio  and  video  equipment) 
BERGER  CHEMICALS  CO  (paints) 
BERTRAM  Yacht  (boats) 

BLENHEIM  TRADING  (electronic  flying  pests  destroyers) 

BOUCHERON  (watches  and  jewellery) 

CREDA  INTERNATIONAL  LTD  (home  appliances) 

DORY  DEL  QUAY  (boats) 

ERCUIS  (silverware) 

ERNST  LEITZ  (photographic  equipment) 

FAIREY  SURVEYS  LTD  (aerial  surveying  and  cartography) 

FLEETWOOD  LTD  (paint  accessories) 

IMPERIAL  CHEMICAL  INDUSTRIES  LTD  — ICI 

INDESIT  SpA  (home  appliances) 

3M  MIDDLE  EAST  SAL  (magnetic  tapes) 

NESTLE  ENGINEERING  (engineering  precision  instruments) 

PUIFORCAT  ORFEVRE  (silverware) 

PULSAR  SA  (electronic  watches) 

RAYNAUD  AND  CO  (china) 

RIEFLER  (drawing  instruments) 

R  J  REYNOLDS  TOBACCO  INTERNATIONAL  SA 

SAINT  LOUIS  (crystal) 

SERVIS  DOMESTIC  APPLIANCES  LTD 

TROX  (airconditioning  and  ventilation  accessories) 

WILD  HEERBRUGG  LTD  (surveying  equipment) 

YORK  INTERNATIONAL  CORPORATION  (airconditioning) 


Japan 
UK 
USA 
UK 

France 

UK 

UK 

France 

Germany 

UK 

Eire 

UK 

Italy 

Lebanon 

Germany 

France 

Switzerland 

France 

Germany 

USA 

France 

UK 

UK 

Switzerland 
USA 


Head  Office: 
Branches: 


DIVISIONS 


Dubai 

Abu  Dhabi 
Sharjah 

Ras  al  Khaimah 
Dubai  (Deira) 
Dubai  (Jawaher) 
Khorfakkan 


AIR-CONDITIONING  & 

REFRIGERATION  DIVISION 

PO  Box  1150  — Shariah    Tel:  Sh|  23561/2 

ENGINEERING  &  CONSTRUCTION 

MATERIALS  DIVISION 

PO  Box  363  — Dubai    Tel:  Dubai  24131/2/3 

CHEMICALS  &  PAINTS  DIVISION 

PO  Box  363  —  Dubai   Tel:  Dubai  24328 


PO  Box  363  Tel  Dubai  24131/2/3 

PO  Box  289  Tel:  A/D  42546/7 
P.O.  Box  28  Tel:  Sh|  22444 
PO.  Box  667  Tel:  Al  Nakheel  9514 
PO  Box  363  Tel:  Dubai  21793 
Tel:  Dubai  21969 
(opening  soon) 

MARINE  DIVISION 

PO  Box  363  — Dubai   Tel  Shj  23900 

JEWELLERY  &  TABLEWARE  DIVISION 
PO  Box  363  — Dubai    Tel  Dubai  21969 

AIR-CONDITIONINGS 

HOME  APPLIANCES  WORKSHOP 

Tel  Shj  23900 

ELECTRONICS  WORKSHOP 
Deira.  Dubai 


GULF  INTERNATIONAL 

Distributorof  Consumer  Goods  and  Agents  for  such  world 
famous  companies  as: 

CARNATION  INTERNATIONAL  (Milk  and  Milk 

By-products,  Orange  & 

Lemon  Squash.  Pet 

Foods,  etc)  USA 

HENKEL  INTERNATIONAL  GMBH  (Detergents, 
Cosmetics, 

Adhesives)  W  GERMANY 

KJELDSEN  &  CO  A/S  (Butter  Cookies)  DENMARK 
ARMOUR-DIAL  INTERNATIONAL  (Canned  Meats, 
Cleaning  Agents, 
Cosmetics)  USA 
QUAKER  OATS  COMPANY  (Ready-to-Eat  Cereals, 

Pancake  Mixes.  Gyrjps)  USA 

REYNOLDS  ALUMINUM 

EXPORT  CORPORATION  (Food  Service  Foil)  BELGIUM 
RJR  FOODS  INCORPORATED  (Canned  Fruit  Juices, 

Chinese  Foods)  USA 
S&W  FINE  FOODS  (Canned  Fruit.  Vegetables,  Fish, 

Fruit  Juices)  USA 
HUNT  WESSON  FOODS  (Canned  Tomato  Products. 

Fruit,  Vegetables.  Cooking  Oils)  USA 
CPC  INTERNATIONAL  TRADING  CORP  (Corn  Oil. 

Mayonnaise, 
Peanut  Butter, 
etc.)  USA 
KNORR  FOOD  PRODUCTS  CO  LTD  (Soups)  SWITZERLAND 
PEINTURES  H  LAPPARTIENT  (Paints)  FRANCE 
P  SASSO  E  FIGLI  (Olive  Oil)  ITALY 

Head  Office:  Telephone  22616.  22178  Cab>e  GECO  Dubai 

Telex:  5528  GECO  DB 

Address:  P  O  Box  363,  Dubai,  Un.ted  Arab  Emirates 

Branch  Offices:        Sharjah  — P  O  Box  28,  Phone  22444 

Abu  Dhabi  —  P  O  Box  289.  Phone  42546/7 
Ras  Al  Khaimah  — P  O  Box  667.  Phone  9514 


HEMPEL 
IN  THE  GULF 


For  industrial  and  marine  protection. 

Around  the  clock  -  around  the  year  - 
around  the  Gulf  -  more  than  ten  litres  of  Hempel  paint 
is  applied  every  minute  for  industrial 
and  marine  protection.  Produced  since  1966 
by  our  factories  in  Kuwait,  Saudi  Arabia  and 
United  Arab  Emirates. 
Stocks  in  Bahrain,  Oman  and  Qatar. 


QUALITY  AND  SERVICE  THROUGHOUT  THE  WORLD 


All  Stick 
And  No  Carrot 


That,  says  this  energy  expert,  is  what 

is  wrong  with  President  Carter's  coal-expansion 

program — why  it  is  utterly  unrealistic. 


More  than  a  billion  tons  of  coal  a 
year  by  1985  as  envisioned  in  Presi- 
dent Carter's  energy  program?  Four 
hundred  million  tons  a  year  of  increas- 
ed coal  consumption?  Forget  it,  says 
Gerard  C.  Gambs,  resident  energy  ex- 
pert at  New  York's  Ford,  Bacon  & 
Davis  and  one  of  the  smartest  men 
in  the  field. 

"It's  impossible,  just  triple  impos- 
sible," Gambs  says. 

The  coal  industry,  he  points  out, 
has  added  on  average  no  more  than 
10  million  tons  of  new  capacity  a  year 
over  the  past  25  years.  How  can  it 
suddenly  start  adding  the  70  million 
tons  a  year  that  would  be  necessary 
to  meet  Carter's  energy  goals?  Gambs 
figures  this  way:  Adding  400  million 
tons  of  production  over  seven  years 
would  require  55  million  tons  a  year 
in  additional  production  plus  about 
15  million  tons  a  year  to  replace  de- 
pleted mines.  "You'd  have  to  add  six 
times  as  much  new  capacity  every 
year  as  we  have  in  the  last  25  years," 
Gambs  says.  "This  seems  impossible 
to  me  under  the  best  of  circumstances. 
Under  the  worst,  which  is  what  we're 
faced  with,  it  is  just  completely 
impossible." 

Gerry  Gambs  ticks  off  his  reasons: 

The  strip-mine  legislation  Congress 
has  just  enacted  into  law. 

The  problems  involved  in  leasing 
federal  coal  lands. 

The  restrictions  on  the  use  of  high- 
sulfur  coal  in  electric  power  plants, 
which  render  most  of  the  U.S.'  east- 
ern coal  reserves  legally  unusable. 

"Everybody  says  we've  got  to  get 
coal,  keeps  saying  coal  is  the  answer," 
Gambs  storms,  "and  then  they  go  on 
and  say  we've  also  got  to  have  a  clean- 
air  act  and  strip-mine  legislation." 

But  forget  the  supply  side  of  the 
equation  for  a  moment.  Gambs  also 
doubts  whether  the  demand— at  least 
the  effective  demand— will  be  there 
for  400  million  additional  tons  of 
coal.  The  Carter  program  isn't  like 
some  development  programs  the  gov- 


ernment has  drawn  up  in  the  past: 
to  expand  steel,  uranium  or  power 
capacity  in  the  Fifties,  for  example. 
It  doesn't  offer  incentives  either  to 
produce  coal  or  to  use  it,  except  for 
certain  tax  concessions  on  the  cost  of 
conversion.  It  provides  instead  a 
group  of  penalties  on  competing  fuels. 
These  penalties  include  taxes  to  dis- 
courage the  use  of  oil  or  gas  in  utility 
or  industrial  applications  by  effective- 
ly raising  the  cost.  They  also  include 
prohibitions  on  the  use  of  oil  and  gas 
in  new  installations  or  in  those  that 
have  the  option  of  burning  coal. 

The  real  problem,  Gambs  says,  is 
that  there  isn't  really  all  that  much 
economic  incentive  to  convert  to  coal, 
much  less  burn  it  in  the  first  place. 
Sure,  in  November  the  U.S.  utilities 
paid  87  cents  per  million  British 
thermal  units  of  coal,  vs.  $1.13  for 
gas,  $2.04  for  oil.  Nevertheless,  de- 
spite coal's  lower  cost,  the  utilities 
weren't  rushing  to  convert  to  coal 
from  oil  and  gas,  and  most  of  those 


Gambsmanship.  Coal  isn't  worth 
much,  Gerry  Gambs  argues,  if  you 
can't  get  it  out  of  the  ground. 

and  the  costs  associated  with  that 
are  nearly  as  high  as  a  new  coal- 
fired  plant.  Short  of  saying  the  major 
industries  have  to  shift  over  to  coal 
by  edict,  it's  hard  to  see  how  you're 
going  to  get  a  big  shift  in  demand." 

Gambs  thinks  the  President  or  Con- 
gress could  come  up  with  a  program 


". . .  Everybody  keeps  saying  we've  got  to  get  coal, 
coal  is  the  answer,  and  then  they  go  on  and  say  we've 
got  to  have  a  clean-air  act  and  strip-mine  legislation  . . .' 


that  had  been  ordered  to  convert  by 
the  Federal  Energy  Administration 
were  fighting  the  orders  in  court.  The 
taxes  Carter  proposes  to  impose  on 
oil  and  gas  use— at  their  1985  maxi- 
mum—will run  around  $1.10  per  mil- 
lion BTUs  for  gas,  51  cents  per  mil- 
lion BTUs  for  oil. 

But  even  that,  Gambs  insists,  won't 
be  enough  to  shift  the  advantage  to 
coal.  Why  not?  Replies  Gambs:  "The 
spread  just  isn't  enough  to  justify  all 
this  new  investment  we'll  have  to  put 
in.  Coal  will  still  be  too  expensive 
from  an  investment  standpoint.  If  a 
plant  is  designed  to  burn  gas  or  oil 
only,  you  have  to  practically  tear  the 
whole  thing  out  to  convert  to  coal, 


that  would  stimulate  the  rapid  de- 
velopment of  coal.  They  could,  for  ex- 
ample, let  the  free  market  operate  and 
find  out  whether  plentiful  coal 
couldn't  exploit  its  price  advantage  in 
competition  with  oil  from  the  Organi- 
zation of  Petroleum  Exporting  Coun- 
tries and  with  dwindling  natural  gas. 
And  they  could  authorize  utilities  to 
meet  air-quality  standards  with  tall 
stacks  rather  than  scrubbers,  and  so 
permit  the  U.S.'  vast  high-sulfur  east- 
ern coal  reserve  to  be  used  again. 

What  really  gripes  Gambs  is  that 
the  energy  program  doesn't  focus  on 
the  really  big  opportunity:  produc- 
tivity. Between  1969  and  1976,  partly 
because  of  the  mine  safety  act,  partly 
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because  of  strikes,  absenteeism  and 
other  labor  problems,  productivity  in 
the  underground  mines  fell  by  nearly 
half.  "If  you  go  from  15.6  tons  a  man- 
day  down  to  8.5  tons,"  Gambs  says, 
"you  have  literally  lost  half  your  ca- 
pacity—200  million  tons  overall.  We've 
got  to  get  back  the  200  million  tons 
of  capacity  that  have  been  lost.  Do 
that,  and  we'd  be  well  on  our  way  to 
achieving  the  400  million  additional 
tons  Carter  is  after." 

Sheer  fantasy?  Not  at  all,  Gambs 
insists.  Look,  for  example,  at  the  high 
productivity  of  Mapco's  Kentucky 
mines.  The  Dotiki  mine,  for  example, 
produces  36  tons  per  man-day,  vs.  16 
to  20  tons  for  similar  mines  in  the 


area.  "They  achieve  that  by  giving 
the  miners  an  incentive  to  produce— a 
daily  wage  plus  something  additional 
based  on  production.  If  a  man  knows 
that  his  shift  is  going  to  earn  more  if 
it  produces  500  tons  instead  of  200 
Ions,  chances  are  the  production  will 
be  closer  to  500  rather  than  200."  A 
Mapco  miner  can  easily  earn  $26,000 
a  year— 50%  and  more  above  the  na- 
tional average  for  coal  miners— but  it 
produces  results. 

If  the  Mapco  system  is  so  good, 
why  hasn't  the  rest  of  the  industry 
adopted  it?  Partly  because  Mapco  is  a 
nonunion  operation,  and  though  Map- 
co workers  take  home  much  more 
both   in  wages   and  fringe  benefits 


than  their  United  Mine  Worker  col- 
leagues do,  unions  are  death  on  pro- 
duction bonuses.  It's  the  old  trade 
union  superstition  that  if  one  man 
works  too  hard  he  might  do  someone 
else  out  of  a  job.  Gambs  says  he 
hopes  the  United  Mine  Workers  will 
shed  this  superstition— just  as  they  did 
30  years  ago,  when  under  John  L. 
Lewis  the  union  agreed  to  let  the 
mines  mechanize.  The  result  then  was 
fewer  jobs  but  better-paying  and  more 
secure  jobs.  This  time  the  result 
needn't  even  have  that  one  drawback; 
with  the  need  for  increased  produc- 
tion, harder-working  miners  could  end 
up  both  earning  more  money  and 
creating  more  jobs.  ■ 


Statistical  Spotlight 


King  Coal  And  His  Courtiers 


There  are  plenty  of  skeptics  who 
doubt  whether  the  nation  can  meet 
President  Carter's  goal  for  coal:  1  bil- 
lion tons  a  year  within  a  decade,  a 
two-thirds  increase  in  overall  con- 
sumption. (For  one  skeptic,  see  story 
above.)  Meeting  even  a  small  frac- 
tion of  that  goal  can't  help  but  be 
good  news  for  the  stocks  of  the  com- 


panies listed  below.  They  are  not  coal 
producers.  Rather,  they  are  either 
1 )  makers  of  machinery  used  in  the 
mining  of  coal— the  Carter  program 
calls  for  roughly  quadrupling  the  rate 
of  mine  expansion,  2)  railroads  pres- 
ently or  potentially  important  in  the 
movement  of  coal— high-sulfur  coal  in 
the  East,  low-sulfur  coal  in  the  West 


or  3)  manufacturers  of  railroad  equip- 
ment that  eoidd  expect  to  benefit  as 
the  carriers  add  equipment  to  move 
the  coal. 

There  remain  many  obstacles  to  the 
increased  consumption  of  coal  in  the 
U.S.,  but  few  practical  alternatives  to 
it.  The  coal  industry  will  expand. 
Hoiv  and  when  are  the  questions.  ■ 


Company 


Coal-Related 
Goods  and  Services 


Recent 
Price 


Latest  12- 
Month  Price/ 

1973-1977  Earnings  Earnings 
Price  Range  Per  Share  Ratio 


Five-Year  Yield 
P/E  on 
Range  Common 


MINING  EQUIPMENT 

Bucyrus-Erie 

Power  shovels,  draglines 

24'A 

30'A 

-  9 

$2.06 

12 

25- 

8 

2.6% 

Caterpillar  Tractor 

Tractor-scrapers 

56% 

62  V* 

-26'A 

4.41 

13 

19- 

7 

2.7 

Chicago  Pneumatic  Tool 

Rock  drills,  compressors 

273A 

46% 

-19% 

1.54 

18 

23- 

5 

7.2 

Gardner-Denver 

Rock  drills,  compressors 

20V2 

36 'A 

-16'A 

1.04 

20 

30-10 

3.7 

Harnischfeger 

Power  shovels 

23% 

24% 

-  5  fa 

2.66 

9 

10- 

2 

3.4 

Ingersoll-Rand 

Rock  drills,  compressors 

75 

98% 

-50% 

5.28 

14 

20- 

9 

3.7 

|oy  Manufacturing 

Continuous  mining  machines 

47  Vi 

50% 

-12  fa 

3.83 

12 

28- 

6 

2.7 

Mine  Safety  Appliances 

Health  &  safety  equipment 

37'/2 

39% 

-  9 

5.04 

7 

14- 

3 

2.7 

National  Mine  Service 

Continuous  mining  machines 

22% 

26 

-  2% 

1.58 

14 

20- 

4 

2.2 

Pettibone 

Coal  crushers 

23V2 

25 

-  7 

5.07 

5 

21- 

2 

2.6 

Smith  International 

Drill  bits 

33% 

43  Vb 

-10fa 

3.60 

9 

28- 

4 

1.5 

RAILROAD  EQUIPMENT 

ACF  Industries 

Railroad  cars;  lessor 

363/s 

40% 

-19V8 

3.84 

9 

16- 

6 

5.5 

Amsted  Industries 

Railroad  car  wheels,  etc. 

53% 

56% 

-16 

5.38 

10 

10- 

3 

4.1 

Keystone  Industries 

Railroad  car  underframes 

8'A 

9% 

-  3% 

1.49 

6 

12- 

3* 

3.6 

PACCAR 

Railroad  cars,  coal  haulers 

48V2 

49% 

-151A 

6.75 

7 

13- 

4 

3.6 

Pittsburgh  Forgings 

Railroad  cars  &  parts 

24% 

27 

-  9'A 

2.75 

9 

15- 

4 

3.6 

Pullman 

Railroad  cars 

34% 

53% 

-20% 

2.47 

14 

15- 

6 

3.8 

RAILROADS 

Region  Served 

Burlington  Northern 

Western 

50 

53 

-26% 

7.12 

7 

13- 

4 

3.2 

Chessie  System 

Eastern 

41 

43  Va 

-I8V2 

4.72 

9 

9- 

4 

5.7 

Chicago  Milwaukee 

Western 

9V8 

11  fa 

-  4 

-6.13 

3- 

1 

IC  Industries 

Eastern 

24'A 

29 

-10% 

3.88 

6 

13- 

3 

5.7 

Missouri  Pacific  Corp. 

Western 

48'A 

48% 

-14 

7.34 

7 

15- 

3 

3.7 

Norfolk  &  Western  Railway 

Eastern 

331A 

37 

-16% 

3.90 

9 

14- 

5 

5.3 

Rio  Grande  Industries 

Western 

28% 

29 'A 

-  7% 

3.13 

9 

11- 

3 

2.5 

Southern  Railway 

Eastern 

58 

62% 

-29% 

6.22 

9 

14- 

6 

4.0 

Union  Pacific 

Western 

56% 

58% 

-25% 

4.27 

13 

17- 

9 

3.0 

•Four-Year  Range. 
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How  one  company  is  not 
single-handedly  solving 
the  energy  problem. 


The  energy  crisis,  its  causes  and  its  so- 
lutions, has  become  topic  number  1  on 
the  public  agenda.  What  we  don't  hear 
enough  about  are  the  new  products 
and  services  companies  are  develop- 
ing to  help  solve  this  problem.  We'd  like 
to  tell  you  about  some  of  the  things 
we're  doing. 

Most  of  our  energy-saving  products  go  into 
vehicles,  air  conditioning  systems  and  in- 
dustrial equipment  that  need  a  lot  of  energy 
to  make  the  wheels  and  fans  go  round. 
An  exhaust  gas  recirculator  that  will  ap- 
pear on  some  1978  model  cars  will  cut 
down  on  hydrocarbon  emissions  as  well  as 
gas  consumption.  The  EGR  circulates  hot 
engine  exhaust  back  to  the  engine,  where 
it's  burned  again. 

Stack  valve  regulators,  just  starting  in 
production,  cut  fuel  consumption  by  regu- 
lating the  oil  flow  in  the  hydraulic  systems 
vital  to  farm,  construction  and  earth- 
moving  equipment  and  industrial  lift  trucks. 
A  drive  clutch  now  being  used  on  big 
trucks  regulates  the  speed  of  the  fan  for  the 
engine's  cooling  system;  the  fan  uses  5-10 
percent  less  fuel  and  makes  less  noise  than 
if  it  ran  at  a  constant  speed. 
A  new  heavy-duty  drive  chain  that  re- 
places gears  and  belt  drives  is  saving  weight 
and  fuel  in  boats,  motorcycles  and  station- 
ary equipment  and  is  expected  to  do  the 
same  in  the  front-wheel-drive  cars  that  are 
coming. 

York's  demand  limiter  system  for  apart- 
ment buildings  cuts  electric  usage  below 
the  point  where  higher  rates  take  effect,  but 
keeps  the  air  conditioning  running. 

NEW  LIFE  FOR  TIRED  OIL  FIELDS 

With  higher  prices,  older  oil  fields  now  can 
become  profitable  producers.  One  method 


First  Quarter  Sales         First  Quarter  Earnings 

In  Millions  In  Millions 

$470  $19.4 


1975       1976       1977  1975      1976  1977 


is  to  drop  a  Centrilift  submersible  pump  as 
much  as  three  miles  below  ground.  The 
five-inch  tube  encases  slim  but  powerful 
pumps  that  push  the  previously  bypassed 
crude  up  to  the  surface. 

To  meet  part  of  our  energy  needs,  we're 
going  to  have  to  rely  on  nuclear  power.  Our 
coolant  pumps,  valves  and  seals  meet 
exacting  standards  and  contribute  to  plant 
safety. 

These  products  helped  boost  our  first 
quarter  sales  and  earnings  to  a  new  record. 
First  quarter  earnings  of  $19.4  million  were 
up  14  percent  from  the  $17  million  earned 
for  the  same  period  last  year.  Sales  in- 
creased 8.5  percent  to  a  record  $470  mil- 
lion from  $433  million  for  last  year's  first 
quarter. 

Together  with  those  now  being  tested,  we 
expect  our  energy-related  products  to 
make  a  contribution  not  only  to  the  nation's 
energy  needs  but  to  a  brighter  future  for 
shareholders. 

For  more  information  on  our  first 
quarter  and  how  we  see  the  year  ahead 
for  all  of  our  products,  write  to:  Terry 
Wilson,  Manager,  Investor  Relations, 
Borg-Warner  Corporation,  200  S. 
Michigan  Ave.,  Chicago,  111.  60604. 


Faces  Behind  The  Figures 


Howard  Head 
Strikes  Again 

In  the  spring  of  1947,  a  young  air- 
craft engineer  named  Howard  Head, 
bored  and  resdess  in  his  work  at  a 
plant  in  Baltimore,  Md.,  took  a  skiing 
trip  to  Stowe,  Vt.  "I  was  humiliated 
and  disgusted  by  how  badly  I  skied," 
recalls  Head,  "and  characteristically  I 
was  inclined  to  blame  it  on  the  equip- 
ment." Head  began  experimenting 
with  a  novel  idea:  skis  made  from 
aluminum.  He  finally  quit  his  job, 
used  $6,000  in  savings  from  poker 
winnings  to  set  up  an  experimental 
shop  in  skis.  Two  years  and  three 
dozen  pairs  of  skis  later,  he  had  a 
product  that  was  lighter,  more  flexible 
and  more  durable  than  the  hickory 
skis  then  in  vogue.  Within  a  decade, 
Head's  innovation  had  become  the 
most  popular  ski  in  the  U.S. 

But  Head  Ski  Co.  grew  into  a  mul- 
timillion-dollar enterprise  ($2  million 
in  sales  by  1960).  And  as  Howard 
Head  became  involved  in  the  detail  of 
running  a  business,  he  lost  the  sense 
of  adventure  that  engineering  innova- 
tion had  given  him.  "If  there  was  a 
sales  trip  to  make,  I'd  make  it,  if  there 
was  an  ad  to  write,  I'd  write  it,  if 
there  was  a  floor  to  sweep,  I'd  sweep 
it,"  he  says.  "I  was  not  a  good  man- 
ager." In  1965  he  decided  to  leave 
and  in  1969  he  finally  did.  Head  Ski 
was  sold  to  AMF  for  $16  million,  and 
Head  went  into  retirement  with  about 
$4.5  million  in  cash. 

Among  the  things  he  kept  busy 
with  was  tennis,  and  his  reaction  to 
it  evoked  the  1947  skiing  trip  to  Ver- 
mont: "I  was  disgusted  with  myself," 
he  says,  and,  of  course,  with  his  rack- 
et, too.  He  also  soon  discovered  that, 
though  tennis  is  replete  with  rules, 
there  are  none  governing  the  size  and 
shape  of  the  racket.  After  much  ex- 
perimentation, he  developed  the 
Prince,  an  oversized  aluminum  rack- 
et so  oudandish-looking  that  it  often 
draws  guffaws  on  the  court.  But  the 
Prince  has  some  distinct  advantages. 
It  has  a  50%  bigger  face,  reducing 
the  margin  of  error  for  the  less  skilled 
player,  it  is  more  stable  and  it  has  a 
"sweet  spot"— the  area  from  which 
the  player  gets  the  most  effective 
shot— four  times  the  size  of  that  on  a 
conventional  racket. 

Head  improved  his  game.  And  he 
went  back  into  business.  He  joined 
with   Prince   Manufacturing  Co.  of 


Big  Racket:  Howard  Head  made  millions  putting  metal  on  the  ski  slopes.  He 
hopes  to  do  as  well  giving  tennis  buffs  a  racket  with  a  bigger  sweet  spot. 


Princeton,  N.J.  to  produce  the  racket 
(Head,  62,  is  chairman  and  is  now 
70%  owner  of  the  company).  Prince 
turned  out  about  100,000  rackets  last 
year.  This  year,  says  Head,  sales  of 
the  Prince  (which  sells  for  $75  at 
retail)  could  go  as  high  as  200,000, 
and  he  confidently  predicts  it  will 
dominate  the  high-priced  racket  field 


within  a  few  years. 

After  that?  Howard  Head,  a  tall, 
lank  figure  with  intense  hawk's  eyes 
peering  from  beneath  bushy  brows, 
says  he  will  "really  retire."  But  among 
his  latest  interests  is  snorkling  with 
his  wife  Joan,  and  one  cannot  help 
but  wonder  what  strange  aluminum 
or  plastic  device.  ..." 
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There's  a  good  way  to 
be  sure  employees 
are  getting  the  most 

out  of  a  Savings- 
Investment  Plan. 

Talk  with  Metropolitan. 

At  Metropolitan,  we  have  a  quiet  but  unshakable  belief  that  we're 
better  than  anybody  in  setting  up  Employee  Savings-Investment  plans  (and 
profit  sharing  plans),  and  in  managing  the  funds  involved. 

It's  not  just  the  dependability  of  a  Metropolitan  contract  —  such  as  a 
guaranteed  rate  of  return,  or  the  guarantee  of  principal  for  each  participant, 
or  the  guaranteed  participation  in  any  excess  earnings. 

Nor  is  it  just  those  advantages  plus  the  flexibility  features  you  get  with 
a  Metropolitan  Life  contract,  such  as  our  annuity  options  (with  Federal  estate 
tax  advantages  available).  Or  the  clear-cut  cancellation  options. 

When  you  factor  in  Metropolitan's  dual-investment  expertise— in  both 
fixed  income  and  equity  investment  performance  —and  top  it  off  with 
our  administrative  capability  and  pluses  like  ERISA  assistance,  even  then  it's 
not  the  whole  story. 

The  big  reason  we  think  Metropolitan  will  do  a  better  job  for  you  is 
that  we  are  really  committed  to  leadership  in  this  field.  So  we  have  to  outper- 
form the  other  people. 

All  we  ask  is  a  chance  to  show  you  what  we  can  do  to  give  employees 
a  better,  more  flexible  Savings -Investment  plan. 

Metropolitan.  If  you  haven't  seen  our  proposal,  maybe  you've  missed 
the  best  one. 

ft  Metropolitan 

Where  the  future  is  now 


Faces  Behind  the  Figures 


Is  Forced  Disclosure 
"Inefficient"? 

On  or  about  Sept.  1,  after  20  months 
of  heated,  sometimes  acrimonious  de- 
bate, a  blue-ribbon  advisory  commit- 
tee will  make  final  recommendations 
to  the  Securities  &  Exchange  Com- 
mission's new  Chairman  (and  former 
committee  member)  Harold  Williams 
on  how  to  improve  the  regulations 
governing  what  a  business  has  to  tell 
its  stockholders.  One  recommendation 
marking  a  sharp  departure  from  past 
practice:  That  managements  be  en- 
couraged to  make  earnings  forecasts, 
and  so  tell  stockholders  something 
about  a  company's  future  rather  than 
dwell  upon  its  past. 

But  one  advisory  committee  mem- 
ber, New  York  University  Law  School 
Professor  Homer  Kripke,  is  only  slight- 
ly impressed.  For  Kripke,  the  com- 
mittee's work  is  noteworthy  not  so 
much  for  what  it  did  as  for  what  it 
didn't  do.  Along  with  at  least  one 
other  member  of  the  16-person  com- 
mittee, Kripke  had  hoped  the  group 
would  investigate  fully  a  fundamen- 
tal question:  Do  the  benefits  of  the 
SEC's  current  disclosure  requirements 
warrant  the  costs  they  impose?  Over 
20%  of  the  SEC's  $56  million  budget 
this  year  is  earmarked  for  disclosure 


Querist:  Law  Professor  Homer 
Kripke  wonders  whether  required 
disclosure  is  worth  its  cost. 


programs.  And  many  managements, 
especially  those  of  smaller  firms,  com- 
plain that  the  costs  of  compliance 
have  become  onerous. 

Kripke's  hopes  were  based,  in  part, 


on  a  number  of  economic  studies  that 
question  the  usefulness  of  SEC-re- 
quired  disclosure  (Forbes,  Mar.  1, 
1976).  Test  of  the  so-called  "effi- 
cient market"  theory  suggest,  among 
other  things,  that  the  marketplace  it- 
self can  efficiently  gather  all  the  in- 
formation relevant  to  investment  de- 
cision-making. If  so,  why  go  to  the 
bother  and  expense  of  requiring  the 
information  to  be  disclosed— the  more 
so  since  a  good  deal  of  the  required 
data  may  be  of  scant  value  to  either 
individual  or  institutional  investors? 

Kripke  says  he  isn't  yet  prepared 
to  argue  that  the  SEC's  many  and 
time-consuming  requirements  be  cut 
back  sharply,  much  less  scrapped  en- 
tirely. But  he  does  say  the  question 
deserves  a  more  searching  inquiry.  "I 
think  it's  fair  to  say,"  says  Kripke, 
"that  the  committee  found  it  easier 
to  find  areas  of  information  that  could 
be  put  in  than  to  understand  the  im- 
pact of  the  larger  economic  concepts." 

Despite  his  disappointment,  Kripke 
remains  optimistic  that  the  funda- 
mental questions  will  eventually  get 
their  full  day  in  court.  "Anything  as 
revolutionary  and  iconoclastic  as  the 
efficient-market  theory,"  he  says,  "re- 
quires substantially  more  thinking  and 
studies  before  it  can  have  a  major 
impact  on  the  shape  of  disclosure."  ■ 


Build  A 

Chain  Of  Colleges 

What  could  be  more  important  than 
energy?  "Food,"  answers  President 
Clifton  Wharton  of  Michigan  State 
University.  "More  people  are  depen- 
dent on  food  than  on  energy.  Here 
we  are  dealing  with  a  life-and-death 
situation." 

Wharton,  50,  should  know  whereof 
he  speaks.  A  Harvard  graduate— he 
entered  at  16,  the  son  of  the  first 
black  career  ambassador— he  was  also 
the  first  black  to  attend  the  Johns 
Hopkins  School  of  Advanced  Inter- 
national Studies,  and  he  has  had  ex- 
tensive agricultural  development  ex- 
perience in  Southeast  Asia,  working 
primarily  out  of  Malaysia.  Jimmy 
Carter  was  so  impressed  that  he  of- 
fered the  scholar  the  job  of  Assistant 
Secretary  of  Agriculture  for  Interna- 
tional Affairs.  But  Michigan  State  is  a 
leader  in  international  agriculture,  so 
Wharton  has  stayed,  preferring  to 
work  on  his  own  world  food  plan. 

The  U.S.,  he  says,  cannot  hope  to 
solve  the  world  food  problem  by 
shipping  food  to  the  developing  coun- 


tries. Therefore,  working  as  chairman 
of  the  State  Department's  Board  for 
International  Food  &  Agricultural  De- 
velopment, he  is  seeking  to  establish 
long-term  arrangements  for  American 
professors  to  work  overseas  in  setting 
up  agricultural  schools  much  like  our 
land-grant  colleges.  "We  have  a  large 
pool  of  people  trained  in  agriculture," 
he  says.  "But  little  progress  [in  setting 
up  schools  abroad]  can  be  made  un- 
der the  two-  or  three-year  contracts 
awarded  now.  We  need  to  make  a 
longer  commitment." 

Maneuvering  a  concept  like  that 
through  the  Washington  bureaucracy 
is  to  encounter  every  conceivable 
problem.  But  there  is  one  problem 
that  Wharton,  as  the  head  of  one  of 
the  largest  land-grant  colleges,  is  glad 
he  doesn't  have.  His  success  in  teach- 
ing the  developing  countries  how  to 
grow  more  food  will  not  hurt  U.S. 
farmers,  who  last  year  sold  the  U.S. 
government  14  billion  pounds  of  food 
to  ship  to  developing  countries.  The 
invariable  experience,  Wharton  says, 
has  been  otherwise:  "Show  me  an  im- 
proving nation,  and  I'll  show  you  a 
nation  increasing  its  food  imports."  ■ 


Warning:  Food,  not  energy,  is  the 
major  dilemma  facing  the  world,  says 
Michigan  State's  Clifton  Wharton. 
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lhai?  Me 
inessential? 

'  cording  to  Michael  D.  Rose,  34, 
resident  of  Holiday  Inns'  Hospital- 
i  Group  (which  runs  all  the  chain's 
I  13  hotels  and  motels),  some  $104 
I  lion  was  spent  on  travel  inside  the 
B.  last  year.  That's  almost  6%  of  the 
j)ss  national  product,  he  says,  and 
>aid  for  3.8  million  jobs,  over  5%  of 
I  >  work  force. 

Numbers  like  these  add  up  to  an 
:  aortant  slice  of  American  business; 
■  Dortant  enough,  in  Rose's  view,  for 

vel  to  be  treated  as  an  essential 
!  pnent  of  the  overall  economy. 
:  Certainly,  it's  essential  to  Holiday 
lis;  it's  what  helps  fill  the  company's 
:  1,064  rooms  and  2,400  Continental 
I  lilways  buses.  So  Rose  has  been 
j  ing  part  in  the  push  to  promote 

I  vel  as  an  economic  mainstay. 
Holiday's  primary  target  is  Wash- 
;;;ton,  and  Rose  has  some  reason  to 

II  that  there's  been  some  valuable 
Igress.  "Carter's  proposed  energy 
iigram,"  he  says  with  obvious  satis- 
Ition,  "is  focused  on  conservation, 
{:  without  major  negatives  for  the 


travel   industry's   long-term  future." 

It  has  not  always  been  thus  along 
the  Potomac. 

"Until  1973  we  were  very  low  pro- 
file in  Washington,"  Rose  says.  "But 
when  the  oil  crisis  hit,  we  found  no 
recognition  there  of  the  size  and  scope 
of  our  industry.  Decision  makers 
didn't  consider  it  more  than  a  summer 
vacation  or  a  motel  at  the  seashore." 

Travel,  in  short,  was  dubbed  a 
"nonessential  industry,"  and  Holiday 
Inns  found  itself  threatened  by  shoot- 
from-the-hip  decisions  tumbling  out 
of  Washington  that  winter.  "So  we 
became  very  aggressive,"  explains 
Rose.  "Bill  Walton,  our  vice  chairman, 
was  primarily  responsible  for  taking 
the  message  to  them."  Walton  passed 
along  the  word  in  between  making 
himself  useful  to  energy  czar  William 
Simon.  For  example,  he  had  the 
Holiday  Inns  motel  network  work  up 
nationwide,  twice-daily  reports  on  gas- 
oline availability  that  were  the  best 
information  the  government  could  get. 

Since  then,  Walton,  Rose  and  other 
Holiday  Inns  executives  have  been 
taking  an  active  role  in  rounding  up 
support  for  the  hotels,  the  airlines, 
bus  companies,  railroads,  restaurants, 


Bigger  Stick:  Rose  of  Holiday  Inns 
is  helping  forge  a  travel  industry 
alliance  with  some  political  clout. 


night  spots,  campgrounds  and  theme 
parks;  gas  stations*  limousine  services 
and  auto  rentals;  travel  agencies  and 
so  forth  that  are  all  part  of  the  nice, 
big  $104-billion  economic  lump  Rose 
is  talking  up.  They're  natural  allies 
because  they  all  live  on  travel,  the 
company  figures,  so  it's  high  time  they 
got  together  as  a  single,  coherent  po- 
litical force. 

After  all,  when  the  seats  in  the  life- 
boat are  being  handed  out,  no  one 
—certainly  not  Holiday  Inns— wants  to 
be  the  guy  who's  "nonessential."  ■ 


us  in  ess  As  Usual 

you  want  to  catch  Northrop 
ro.'s  Hank  Chouteau  in  the  office 
ly  this  month,  look  for  him  upside 
jvn  300  feet  above  the  runway  at 
Bourget  airport  outside  Paris.  Six 
lutes  a  day  for  11  straight  days  at 

Paris  Air  Show  he'll  be  in  the 
mped  cockpit  of  a  new  fighter 
ne,  putting  it  through  a  delicately 
hestrated  aerobatics  routine  in 
ich  sudden  engine  failure  or  sloppy 
>ting  could  be  fatal.  For  Chouteau, 
rthrop's  chief  test  pilot,  barrel  rolls 
t  off  the  ground  at  400  miles  per 
\ir  are  just  part  of  his  sober  busi- 
es routine  of  drumming  up  foreign 
iers  for  the  new  F-18  that  North- 
i  and  McDonnell  Douglas  are 
ilding  for  the  U.S.  Navy. 
vVhen  he's  not  in  his  powder-blue 
ht  suit  showing  off  the  F-18  proto- 
|e  at  the  Paris  show,  Chouteau  will 
|  in  a  business  suit  at  Northrop's 
jeption  suite  talking  up  the  plane 
[h  high-ranking  officers  from  air 
fees  around  the  world  and  answer- 
;  questions  as  well  about  the  F-5, 
(rthrop's  current  production  fighter. 
[Husky,  soft-spoken,  with  some 
pge  Indian  blood,  Chouteau  is  a 
p  cry  from  Hollywood's  notion  of 


test  pilots.  Now  52,  he  flew  bombers 
in  World  War  II,  fighter  planes  in 
Korea,  and  joined  Northrop  as  a  test 
pilot  in  1952.  He  now  heads  North- 
rop's staff  of  eight  test  pilots  who 
travel  the  world  constantly  (last  year 
he  was  out  of  the  country  104  days) 
visiting  squadrons  in  some  23  coun- 
tries flying  Northrop  planes. 

In  selling  sophisticated  aircraft  (the 
F-18  will  sell  for  about  $6  million), 
face-to-face  contact  isn't  necessarily 


decisive,  but  it  can  be  helpful.  "Pilots 
like  to  talk  to  pilots,"  Chouteau  says. 
Iran  has  expressed  serious  interest  in 
buying  as  many  as  250  of  a  land- 
based  version  of  the  F-18.  Chouteau 
first  met  the  current  chief  of  staff  of 
Iran's  air  force  when  the  latter  com- 
manded an  F-5  squadron.  Such  deals 
are  important  to  Northrop.  Last  year 
about  $300  million  of  the  company's 
$1.3-billion  revenues  were  solely  from 
overseas  sales  of  new  aircraft.  ■ 


Hard  Sell:  Test  pilot  Hank  Chouteau's  sales  office 
is  the  cockpit  of  Northrop's  new  F-18  fighter. 
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TWO  HIGHLY 
SPECIALIZED 

INSTRUMENTS 
FROM  THE 

FEDERAL  HOME 
LOAN  MORTGAGI 

CORPORATION. 


i 


en 

Whe>  v 


Kin  1976, The  Mortgage  Corporation  with  a  bond.  Like  the  PC,  the  GMC  represents  an 

sold  well  over  $1.4  billion  in  Mortgage  interest  in  several  thousand  high-quality,  conventic 

Participation  Certificates  (PCs).  mortgages  and  is  unconditionally  guaranteed  byTl 

Each  PC  represents  an  undivided  in-  Mortgage  Corporation, 
terest  in  several  thousand  high-quality,  conventional  The  GMC  pays  interest  semi-annually  and  prin 

residential  mortgages  and  is  unconditionally  guaran-  cipal  annually  in  guaranteed  minimum  amounts.  B 

teed  by  The  Mortgage  Corporation.  cause  principal  is  returned  annually  in  specified  mil 

Because  the  PC  is  designed  to  combine  monthly  mum  amounts,  the  GMC  has  a  specified  maximum 

cash  flow  with  high  mortgage  yield  and  low  risk,  the  average  life  from  9.0  to  12.1  years  depending  on  th 

instrument  is  especially  suited  to  thrift  institutions,  issue. 

pension  funds,  credit  unions,  and  life  insurance  com-  In  addition,  the  investor  has  the  option  of  holdi 

panies.  Interest  and  principal  payments  are  passed  a  GMC  until  its  final  payment  date  in  30  years  or 

through  to  the  owner  every  month  in  one  check,  with  exercising  an  option  to  require  the  corporation  to 

an  itemized  statement,  regardless  of  how  many  PCs  repurchase  the  unpaid  principal  at  par  at  a  specifiec 

are  owned  or  when  they  were  purchased.  date  prior  to  maturity.  (In  previous  issues  this  date  I 

5  are  available  in  denominations  of  $100,000,  been  15  or  20  years  from  issue.)  GMCs  are  issued 

$200,000,  $500,000  and  $1  million.  periodically  in  denominations  of  $100,000,  $500,04 

and  $1  million. 

MfiT  The  Guaranteed  Mortgage 

■  wlwll  Certificate  (GMC)  is  de-  FOF  details  yOU  require,  write  Ronal 

^^.M  *      M,^^^    signed  to  provide  the  Struck,  Vice  President  — Marketing, The  Federal  Ho 

security  of  a  mortgage  Loan  Mortgage  Corporation,  Dept.  F2,  311  First 

investment  with  the  convenience  usually  associated  Street,  N.W.,  Washington,  D.C.  20001,  (202)  624-71 

THE  MORTGAGE  CORPORATION 

The  Federal  Home  Loan  Mortgage  Corporation  was  chartered  in  1970  to  increase  the  supply  of  money  available  for  housing  primarily 
by  developing  a  secondary  market  for  conventional  residential  mortgages.  It  buys  and  sells  more  conventional  residential  mortgages 
than  any  other  institution  in  America. 
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Carter:  Caught  In  The  Middle 


When  you  try  to  position  yourself  as  champion  of  all  of 
the  people,  you  inevitably  become  a  threat  to  nearly  every 
special  interest  group  in  the  land.  It's  only  natural.  When 
the  call  goes  out  for  sacrifices,  we  want  the  other  guy 
to  make  them;  when  we  are  asked  to  make  them  our- 
selves, we  always  think  we  should  be  a  special  case. 

That's  Jimmy  Carter's  problem.  On  the  left,  they  say  he 
has  sold  out  to  big  business— and  not  only  on  the  extreme 
left:  Before  he  had  even  taken  office,  The  New  Yorker's 
Talk  of  the  Town  column  accused  Carter  of  retreating 
from  his  campaign  promises  to  help  the  poor.  At  the 
same  time,  businessmen  grouse  that  his  energy  program 
doesn't  do  enough  for  profits,  that  he  plans  to  stick  busi- 
ness with  most  of  the  Social  Security  tax  increase. 

The  business  community  is  peeved  at  Carter's  apparent 
temporizing  on  his  pledges  to  do  something  about  elim- 
inating double  taxation  of  dividends,  and  by  what  busi- 
nessmen regard  as  an  overemphasis  on  conservation  and  an 
underemphasis  on  profit  incentive  in  the  energy  program. 

This  disgruntled  attitude  on  the  part  of  so  many  busi- 
nessmen plays  a  major  part  in  the  low  level  of  con- 
fidence as  evidenced  by  a  sluggish  stock  market,  rising  in- 
terest rates  and  the  molasses-like  pace  of  capital  spending. 

But  let's  look  at  the  facts.  Is  President  Carter  really  to 
blame  for  these  alleged  antibusiness  acts?  Or  is  Congress 
the  villain?  We  think  that  the  latter  is  clearly  the  case. 
Carter's  policies  are  in  no  way  antibusiness;  quite  the  con- 
trary. But  he  has  a  recalcitrant  and  rigidly  "liberal"  Con- 
gress to  deal  with.  Just  as  the  Congresses  of  the  late  Fifties 
and  early  Sixties  were  conservative-dominated,  so  those  of 
the  mid-Seventies  are  liberal-dominated. 

Consider  the  way  designated  energy  chief  James  R. 
Schlesinger  behaved  at  the  recent  Business  Council  meet- 


ing at  the  Homestead  in  Hot  Springs,  Va.  He  declined 
four  times  within  an  hour  to  discuss  particulars  of  the 
energy  plan  as  it  affected  business;  in  particular  he  re- 
fused to  talk  about  whether  environmental  restrictions 
would  be  lightened  as  a  means  of  encouraging  coal  pro- 
duction and  consumption.  What  was  Schlesinger  afraid  of? 
Of  President  Carter?  Not  likely.  He  was  simply  afraid  that 
if  he  talked  about  concessions  to  business  he  would  bring 
down  on  his  head  the  wrath  of  those  whose  political  stock 
in  trade  is  to  blast  the  rich  and  those  who  favor  birds 
and  wild  flowers  over  people. 

Pressed  on  one  occasion  about  environmental  standards 
if  the  alternative  is  economic  chaos  in  less  than  ten  years, 
Schlesinger  refused  to  take  a  stand.  He  hid  behind  the 
statement  that  environmental  protection  is  not  his  responsi- 
bility, but  comes  under  the  regulation  of  other  Washington 
agencies.  But  what  could  he  say?  If  he  riled  the  powerful 
ideologues  in  the  environmental  camp,  his  appointment  to 
the  energy  post  could  be  jeopardized. 

The  sad  fact  is  that  a  minority  opposed  to  economic 
growth  exercises  great  power  in  Congress,  and  neither 
Carter  nor  Schlesinger  can  go  directly  against  them. 

It's  not  very  different  with  the  double-taxation-of-divi- 
dends  situation.  The  President  knows  the  nation  needs  to 
create  additional  capital,  and  he  knows  that  the  way 
dividends  are  taxed  twice  is  both  unfair  and  a  bar  to  capi- 
tal formation.  But  how  does  he  avoid  being  accused  of 
giving  handouts  to  big  business  at  the  expense  of  the  poor 
and  downtrodden?  Both  Congress  and  the  press  are  full  of 
left-liberal  demagogues  waiting  to  pounce  on  the  President. 

No  question  about  it:  There  are  problems  ahead  for 
business.  But  Congress,  not  the  White  House,  seems  to 
be  where  the  trouble  lies.  ■ 


DOW  JONES 
INDUSTRIAL  INDEX 
VS 

FREE  RESERVES 

(MONTHLY  AVERAGE) 
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Federal  Reserve  credit  poli- 
cy, as  reflected  in  the  rela- 
tive availability  of  bank 
reserves,  is  a  major  force 
behind  stock  market  rises 
and  falls.  Irwin  L.  Kellner, 
economist  and  vice  presi- 
dent of  Manufacturers  Han- 
over Trust  Co.,  uses  this  to 
forecast  share  price  trends. 
When  the  banking  system 
as  a  whole  gets  more  re- 
serves from  the  Federal  Re- 
serve, the  stock  market  is 
heading  for  a  gain  within 
three  months.  Since  the  lev- 
el of  reserves  is  a  leading 
indicator,  the  reserve  curve 
is  shown  on  the  chart  three 
months  ahead  of  actual  tim- 
ing. Despite  recent  in- 
creases in  short-term  inter- 
est rates,  Federal  Reserve 
policy  has  not  changed  ma- 
terially since  early  1975. 
Thus,  if  investors  can  quiet 
their  concerns  about  ener- 
gy, inflation  and  weather, 
the  Dow  should  recover  to 
1000  to  1050  this  summer. 
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"Business  Is  Lousy: 
Let's  Raise  Prices" 

By  Ben  Weberman 

". . .  As  for  the  current  bulge  in  interest  rates, 
we  saw  the  same  thing  last  year . . ." 


Last  issue  ("I  Can  Get  It  For  You 

Wholesale"),  I  reported  that  banks 
were  offering  loans  at  rates  below 
their  own  official  prime  rates.  So,  how 
come  the  banks  have  just  raised  the 
prime  rate  from  6M%  to  6&%?  It's  the 
old  story:  "The  merchandise  isn't  mov- 
ing at  $19.98;  we  might  as  well  not 
sell  it  at  $29.98." 

Whatever  the  official  prime  rate, 
the  demand  for  money  just  isn't  there. 
The  banks  are  resorting  to  all  sorts  of 
expedients  to  move  loans.  It  is  true 
that  businessmen  have  been  shaken 
by  recent  signs  that  interest  rates  are 
heading  higher  and,  as  a  result,  they 
have  been  making  inquiries.  (In- 
quiries, however,  are  not  loans. ) 

I  continue  to  feel  that  this  bulge 
in  short-term  interest  rates  will  top 
out  by  midyear  and  will  not  start  mov- 
ing upward  again  until  toward  the  end 
of  1977.  Even  then,  I  do  not  see  dras- 
tic increases  in  interest  rates;  frac- 
tions maybe,  but  nothing  like  even  1%. 
I  still  expect  long-term  yields  to  ease 
from  the  current  levels  and  to  end  the 
year  at  about  one-half  percent  low- 
er than  now. 

As  for  the  current  bulge  in  interest 
rates,  we  saw  the  same  thing  last 
year.  Last  spring,  too,  the  Federal 
Reserve  started  to  tighten  up  on  the 
money  supply  at  the  close  of  April, 
because  it  felt  the  supply  had  expand- 
ed much  too  rapidly  earlier  in  the 
month.  It  subsequently  loosened  up, 
and  the  bulge  flattened  out.  Interest 
rates  subsided  over  the  summer. 

A  consequence  of  last  spring's 
tightening  was  that  the  prime  even- 
tually moved  to  7)i%  from  6%%  before 

Mr.  Weberman  is  economics  editor  of 
Forbes  magazine. 


resuming  its  decline.  Then,  as  now,  a 
good  many  people  became  hysterical 
and  predicted  that  we  were  headed 
back  toward  double-digit  interest  rates. 
Forget  it.  This  is  just  an  upward  wig- 
gle. As  I've  said  many  times  before, 
don't  be  a  wiggle-watcher. 

A  Sterling  Mix 

By  now  everyone  is  aware  that  bond 
investing  can  be  as  tricky  as  equity 
investing;  it  is  an  art  in  its  own  right. 
There's  still  another  form  of  the  art, 
a  more  arcane  one  that  is  a  combina- 
tion of  both:  The  mixing  of  stocks 
and  bonds  in  a  portfolio.  Frank  Par- 
rish,  who  runs  the  Puritan  Fund  for 
Boston's  Fidelity  Management  &  Re- 
search Co.,  is  a  past  master  at  this 
difficult  balancing  act. 

Puritan  is  a  balanced  fund  that  sets 
itself  the  difficult  objective  of  beating 
the  major  stock  averages  through  a 
combination  of  appreciation  and  in- 
come. Puritan  has  excelled  at  the 
game.  It  has  consistently  earned  a  div- 
idend return  that  is  one  full  percent- 
age point  higher  than  that  on  the  DJI. 
And,  if  you  look  at  the  long-term 
record,  it  has  also  outperformed  the 
averages  on  total  return— i.e.,  divi- 
dends plus  appreciation  combined. 

Puritan  sets  itself  a  conservative  yet 
worthwhile  objective:  In  a  bad  year 
for  the  stock  market,  the  fund  will 
still  earn  an  above-average  income;  in 
a  good  year  it  will  provide  both  in- 
come and  appreciation. 

As  Parrish  puts  it:  "All  of  our  en- 
ergy goes  into  getting  a  5%  to  6%  re- 
turn year  after  year.  Whatever  else 
you  can  do  in  terms  of  appreciation 
is  frosting  on  the  cake." 

How  does  it  work?  Whereas  most 
balanced  funds  hold  a  relatively  fixed 
proportion  of  bonds,  Puritan's  mixture 
ranges  all  over  the  place— from  as  low 
as  20%  to  as  high  as  40%. 

The  bond  portion  of  the  portfolio 
rises  and  falls  with  the  changing  ra- 


tio between  bond  yields  and  stock 
yields.  If  stocks  are  paying  high  yields 
—as  they  did  in  the  1950s— Fidelity 
cuts  way  back  on  bonds.  In  those  con- 
ditions, stocks  themselves  can  do  both 
jobs  for  the  fund— income  and  poten- 
tial appreciation.  This  policy  served 
Puritan's  stockholders  well;  it  saved 
them  from  the  heavy  losses  that  were 
incurred  in  long-term  bonds  during  the 
late  Sixties  and  early  Seventies 
when  interest  rates  began  the  long 
climb  that  took  them  from  4%  to  9% 
and  higher. 

Following  its  formula,  Fidelity 
shifted  quite  heavily  into  bonds  in 
1968,  raising  the  fixed-income  securi- 
ties portion  of  its  portfolio.  As  a  re- 
sult, Fidelity  was  less  badly  hurt 
than  it  might  have  been  in  the  stock 
market  crashes  of  1970  and  1974. 

By  squeezing  every  bit  of  yield  it 
can  out  of  bonds,  Puritan  is  free  to  in- 
vest in  stocks  without  paying  too  much 
attention  to  their  dividends.  Parrish 
concedes  that  this  system  does  not 
beat  the  market  in  a  really  hot  stock- 
market  year— like  1961  or  1963  or 
1972.  But  over  the  longer  term,  he 
feels,  a  flexible  policy  emphasizing 
both  yield  and  growth  is  superior  to 
a  policy  based  on  an  exclusive  dedi- 
cation to  either.  The  figures  bear  him 
out.  In  Forbes'  latest  Mutual  Funds 
Survey  (Aug.  15,  1976),  Puritan's  av- 
erage annual  appreciation  rate  was 
only  slightly  better  than  that  of  the 
S&P  500  stock  average.  But  adding  in 
income— total  yield,  that  is— Puritan 
showed  close  to  7%  annually,  as  op- 
posed to  a  combined  4.7%  for  the  S&P. 

At  the  moment,  Puritan  is  70%  in 
stocks  and  30%  in  bonds— about  in  the 
middle  of  the  range  it  uses. 

Puritan  turns  the  bond  portfolio 
over  more  than  100%  a  year.  It  fig- 
ures that  by  smart  swapping,  it  can 
improve  its  bond  yield  by  about  one- 
quarter  of  1%  a  year— a  small  figure 
but  it  mounts  up  over  the  years.  Not 
an  exciting  way  of  managing  money, 
but  an  extremely  successful  one.  ■ 
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"Most  insects 
spend  their 

brief  days  on 
earth  trying 

desperately 
to  be  diners  instead 
of  dinners?  time 


'But  although  man  has 
harnessed  the  atom, 
he  may  be  losing  the 
battle  against  bugs." 


Peter  Stoler,  Associate  Editor 


-  bug's  life  is  brief,  but  apparently  not 
i>yless:  they  reproduce  so  enthusias- 
:ally  that  they  can  mutate  out  from 
mder  the  deadliest  insecticide  within 
iionths.  It's  war,  and  the  bugs  are 
'inning.  Which  is  why,  according  to  a 
icent  cover  story  in  the  Environment 
action  of  TIME  Magazine,  scientists 
re  leading  insects  down  the  garden 
ath  with  fake  sex  hormones  and 
ther  frustrating  chemicals. 


Is  all  this  just  too  esoteric?  Not  the  way 
TIME  writes  about  it.  If  there's  news 
you  should  know,  however  opaque, 
however  parochial,  TIME  has  an  un- 
canny aptitude  for  making  it  read- 
able, understandable,  enjoyable, 
even  repeatable.  Another  reason  why 
TIME  has  won  more  awards  for 
editorial  excellence  than  any  magazine. 

TIME,  The  Weekly  Newsmagazine 


Meet 
the  four  faces 

of  you.  When  we  look  at  you,  we  see  more 
than  you  might  think. 

We  see  a  worker  who  expects  the 
greatest  possible  rewards  for  your  labors, 

a  consumer  who  expects  the  best 
possible  products  for  your  money, 

an  investor  who  expects  the  best 
possible  return  on  your  money, 

a  citizen  who  expects  responsible 
behavior  from  your  fellow  citizens. 

And  we  conclude  that  how  you  see 
us  depends  on  which  you  is  looking. 

You  might  see  us  as  an  employer  of 
35,000  fellow  workers  in  38  states  and 
9  countries. 

You  might  see  us  as  a  supplier  of 
lumber,  plywood,  newsprint,  business, 
writing  and  printing  papers,  corrugated 
containers,  cabinets,  manufactured 
houses. 

"Need"  products  as  opposed  to 
"want"  products. 

You  might  see  us  as  a  forest-based 
enterprise  with  several  profitable  con- 
verting and  distributing  activities. 

Turning  paper  into  orange  juice 
cans,  for  example,  or  distributing  some 
15,000  office  products  to  business 
establishments  throughout  the  U.S. 

You  might  see  us  as  the  guardian 
of  several  million  acres  of  trees,  a  precious 
resource  that  must  be  scientifically 
managed,  continuously  renewed. 

You  might  not  see  us,  though,  for 
what  we  really  are: 

A  company  that  strives  to  reconcile 
your  changing  perspectives,  to  conduct 
itself  in  a  way  that  provides  satisfactory 
jobs,  products,  profits  and  responsible 
resource  management. 

If  we  succeed,  everybody  wins.  The 
four  faces  of  you.  And  the  97,000 
employees  and  shareholders  of  Boise 
Cascade. 

Reason  enough  to  try,  don't  you 
think? 

Boise  Cascade  Corporation  (D 

A  company  worth  looking  at. 


Its  like  reading 
your  boss's  mind 


The  man  whose  job  you're  after  reads 
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Waiting  In  The  Wings 

By  Lucien  O.  Hooper 

". . .  It  takes  a  long  time  after  one  tracks  down  a  good 
value  for  that  value  to  be  reflected  in  price  . . ." 


i^JPood  investment  possibilities— thou- 
sands of  smaller  and  medium-sized 
companies— are  being  neglected  by  fi- 
nancial analysts.  They  are  spending 
[too  much  time  visiting,  studying  and 
ireporting  on  about  250  large  corpora- 
itions.  The  reason  is  that  most  smaller 
Jjcompanies  do  not  have  enough  shares 
(Outstanding  to  be  regarded  as  possible 
Mnvestments  for  institutions.  Or  their 
Ifollowing  is  not  large  enough  to  give 
ithem  the  kind  of  market  performance 
■their  merit  justifies. 

Some  of  the  companies,  which  have 
Ibeen  mentioned  in  this  column,  are 
inow  receiving  a  little  more  attention. 
Among  them:  H.F.  Ahmanson  (18), 
[Areata  National  (15),  Portec  (24), 
[Outlet  Co.    (17),  Cross  Co.  (26), 
■Mead  Corp.  (23),  Reserve  Oil  &  Min- 
erals (42)  and  Kansas  City  Life  (41). 
Some  analyst  friends  of  mine  have 
been  interested  in  Thiokol  (22),  Ken- 
mametal  (28),  Clevepak  Corp.  (14), 
Combustion    Equipment  Associates 
(20)  and  Sperry  ir  Hutchinson  (18). 
'I  have  noticed  more  buying  interest 
in  Marshall  Field  (17),  Emhart  (38), 
Gould    (35),    Leesona    (21)  and 
Moore-McCormack  (53). 

A  Good  Summer 

I  think  there  are  many  more  de- 
sirable issues  waiting  to  be  discovered. 
Often  it  takes  a  long  time  after  one 
tracks  down  a  good  value  for  that 
value  to  be  reflected  in  price.  By  the 
same  token,  some  better  known  and 
more  accepted  stocks  stay  high  and 
go  up  higher,  even  after  their  worth 
is  far  less  than  the  price. 

Mr.  Hooper  is  vice  president  of  the  NYSE 
firm  of  Thomson  £r  McKinnon  Auchincloss 
Kohlmeyer  Inc. 


No  stock  market  tradition  works  all 
the  time.  Generally,  however,  stocks 
begin  to  do  better  some  time  in  June, 
especially  if  they  have  not  done  too 
well  in  the  first  five  months  of  the 
year.  It  seems  to  me  that  there  is  a 
strong  probability  that  this  summer 
will  be  a  better  period  for  common 
stock  investors.  I  expect  a  better  mar- 
ket, even  if  there  is  some  strength  in 
short-term  interest  rates. 

International  Harvester  (37)  has 
been  making  new  highs  since  1973  in 
spite  of  lower  winter-quarter  profits. 
Some  who  follow  the  company  think 
that  earnings  for  the  year  to  end  Oct. 
31  will  be  well  in  excess  of  the  $6.02 
a  share  reported  for  fiscal  1976.  The 
present  dividend  rate  is  $1.85  and 
could  easily  be  increased.  This  is  one 
of  the  few  blue  chips  selling  well  be- 
low net  book  value,  which  was 
$53.94  at  the  end  of  last  year.  Har- 
vester is  the  largest  American  manu- 
facturer of  heavy  trucks,  and  last  year 
its  truck  sales  were  slightly  above 
sales  of  farm  equipment. 

H.F.  Ahmanson  (18)  is  worthy  of 
another  mention.  This  largest  savings 
and  loan  company  earned  83  cents  a 
share  in  the  March  quarter  vs.  52 
cents  in  the  same  period  a  year  ago. 
Profits  this  year  may  approach  $4  a 
share  vs.  $3  in  1976.  An  increase  in 
the  stingy  40-cent  annual  dividend 
rate  would  seem  to  be  in  order. 

The  bank  shares  have  not  regained 
the  full  confidence  of  investors.  Many 
are  selling  at  seven  or  eight  times  earn- 
ings, and  some  offer  a  return  which 
looks  liberal  in  relation  either  to  earn- 
ings or  the  apparent  safety  of  the  pay- 
ment. One  of  my  favorites  is  Bank 
of  New  York  (36),  which  pays  $2.32 
to  return  about  6.5%.  Other  higher 
yielding  bank  shares  are  Bankers  Trust 
(39),  which  pays  $3;  Charter  New 
York  (29),  paying  $2.12;  and  Chem- 
ical New  York  (44),  paying  $2.88. 

Monsanto  Co.  (78)  is  down  from 
a  high  of  100  last  year.  While  profits 
for  the  March  quarter  were  lower  at 
$3.95  a  share  compared  with  $4.19 


for  the  same  period  a  year  ago,  most 
analysts  who  follow  the  company  think 
that  full-year  profits  will  exceed  the 
$10.05  a  share  reported  for  1976. 
Monsanto's  sales  last  year  were  $4.2 
billion  vs.  less  than  $2  billion  as  re- 
cently as  1970. 

Union  Carbide  (51)  is  selling  at 
around  the  low  for  the  year.  Like 
Monsanto,  this  company's  first-quar- 
ter net  was  lower  at  $1.32  as  against 
$1.65  a  year  ago,  but  profits  for  the 
year  are  expected  to  reach  or  exceed 
the  $7.15  reported  for  1976.  The 
$2.80  dividend  should  be  increased. 

Crisis  Opportunities 

In  view  of  all  the  talk  about  the 
energy  crisis  being  a  reason  to  sell  the 
auto  and  auto-related  shares,  I  was 
impressed  recently  by  remarks  made 
by  an  executive  of  TRW  Inc.  (38), 
which  sells  an  important  percentage  of 
its  output  to  the  auto  industry.  He 
said  he  thought  the  trend  toward 
smaller  autos,  if  it  comes,  would  pro- 
vide an  opportunity  for  TRW  to  ex- 
pand its  business.  He  added  that  his 
company  was  currently  selling  more 
parts  per  car  for  small  cars  than  for 
larger  ones.  TRW  has  always  been  a 
quality  and  innovative  company. 

One  of  the  reasons  being  given  for 
buying  Thiokol  (22)  is  that  the  com- 
pany is  one  of  the  largest  producers 
of  the  new  trigger  sprayers  designed 
as  an  alternative  for  aerosol  packag- 
ing. Thiokol  earned  $3.53  a  share  last 
year.  This  year's  nonrecurrent  profits 
may  be  smaller  but,  even  after  some 
shrinkage,  the  price/ earnings  ratio 
should  be  favorable.  .  .  .  The  Phillips 
Petroleum  (56)  North  Sea  incident 
has  provided  an  opportunity  to  buy 
tbis  challenging  stock  at  a  discount. 
Some  oil  analysts  are  estimating  the 
company's  profits  at  around  $6.50  a 
share.  .  .  .  Some  observers  think  that 
Alcan  (28)  is  behind  the  market  and 
much  cheaper  than  Alcoa  (58).  .  .  . 
Austral  Oil  (25)  is  regarded  as  a  pos- 
sible takeover  candidate,  but  no 
action  seems  probable  before  fall.  ■ 
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Just  Around  The  Corner? 
It's  Here! 

By  Heinz  H.  Biel 

". . .  Almost  all  economic  indicators  are  looking  good 

and  pointing  higher.  One  exception— the  stock  market . . ." 


I  he  present  recovery  has  taken  a  lit- 
tle longer  than  usual,  partly  because 
of  severe  weather  conditions.  But 
there  can  be  little  doubt  that  once 
again  our  economy  is  in  a  state  of 
prosperity.  Just  take  a  look  at  the 
Forbes  index  on  page  102  and  do 
some  reading.  Of  course,  not  every- 
body feels  very  prosperous  as  yet,  and 
must  of  us  probably  think  that  things 
can  and  should  get  even  better  than 
they  are  today.  But  viewing  the  scene 
objectively,  we  find  almost  all  eco- 
nomic indicators  looking  good  and 
pointing  higher. 

There  are  two  obvious  exceptions. 
One  is  unemployment,  which  socially 
and  politically  is  a  very  touchy  sub- 
ject. I  am  afraid  that,  despite  grow- 
ing prosperity,  the  unemployment  rate 
will  remain  disturbingly  high  until  1) 
we  regain  control  over  the  influx  of  il- 
legal aliens;  2)  minimum  wage  laws 
are  made  more  flexible  to  permit  dif- 
ferentiation by  age  and  region;  and 
3)  eligibility  requirements  for  unem- 
ployment benefits  are  tightened  and 
properly  enforced.  To  pump  more  and 
more  billions  into  the  economy  just 
won't  do.  Not  only  will  this  not  solve 
the  problem,  but  any  monetary  stimu- 
lation at  this  stage  of  the  cycle  will  be 
dangerously  inflationary. 

No  Interest 

The  other  exception  to  the  other- 
wise fairly  general  state  of  prosperity 
is  the  stock  market.  Ever  since  the  be- 
ginning of  the  year  the  averages  have 
been  slipping.  Not  all  stocks  have 
been  doing  poorly,  but  the  most  visi- 
ble ones  have,  and  it  is  then  action 
that  seems  to  determine  the  invest- 
ment climate  in  Wall  Street.  It  isn't  as 
had  as  the  all-pervasive  gloom  which 
was'  so  evident  in  the  fall  of  1974. 
Rather,  it  is  a  pronounced  lack  of  in- 

Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 


terest,  and  the  lengthening  of  the 
holding  period  for  long-term  capital 
gains  to  one  year  also  works  as  a 
killjoy.  Unless  one  is  truly  a  long-term 
investor,  one  does  not  want  to  look 
that  far  ahead— actually,  one  really 
can't.  This  is  one  of  the  reasons  why 
I  have  not  been  aggressively  bullish 
for  some  time.  I  have  just  been  watch- 
ing my  particular  pets,  which  have 
been  behaving  quite  well. 

A  Sad  Case 

Some  months  ago  (Forbes,  Oct.  1, 
1976)  I  wrote  a  negative  comment 
on  Eastman  Kodak  (60).  which  was 
selling  at  91  at  the  time.  I  did  so  with 
trepidation  because  people  don't  like 
to  read  disparaging  remarks  about 
their  favorite  blue  chip.  As  it  turned 
out,  my  forebodings  were  more  than 
justified.  Recently  EK  fell  to  the  low- 
est level  since  way  back  in  1963! 
Down  95  points,  over  $15  billion  in 
market  value,  from  its  high  in  1973. 
Is  Eastman  Kodak  cheap  now?  Well, 
judge  for  yourself: 

,  Per  Share  > 


Year 

Earnings 

Dividend 

1973 

$4.05 

$1.81 

1974 

3.90 

1.99 

1975 

3.80 

2.06 

1976 

4.03 

2.07 

1977* 

3.88 

2.10 

'Twelve  months 

to  March  31.  1977. 

If  you  feel  that  EK  no  longer  war- 
rants a  premium  multiple— over  15 
compared  with  9.6  for  the  DJI— there 
is  no  need  to  remain  wedded  to  it. 
After  all,  why  pay  a  growth  stock- 
price  for  a  stock  that  has  not  shown 
earnings  growth  for  over  four  years? 
According  to  S&P's  Earnings  Forecast- 
er, analysts  expect  per-share  earnings 
in  the  $4.45  to  $4.85  range  this  year, 
f  doubt  that  Eastman  Kodak  can  at- 
tain these  results. 

An  aggressive  investor  might  con- 
sider Atlantic  Richfield  (58),  selling 
at  about  the  same  price  as  EK,  as  a 


replacement.  Within  a  few  montl 
Alaskan  oil  will  be  flowing  from  tfi 
Prudhoe  Bay  oil  fields  in  which  Arc 
has  a  21%  stake.  There  are  "cheapei 
oil  stocks  around  than  Arco,  whic 
earned  $5.04  a  share  last  year  (il 
eluding  $1.07  capital  gains)  and  pai 
only  $1.60  in  dividends.  Royal  Dutc 
Petroleum  (59),  for  example,  earne 
$11.44  in  the  past  12  months  an 
paid  $3.58.  But  Arco's  potential 
far  more  tantalizing,  particular] 
once  the  problem  has  been  solved  < 
bringing  Alaskan  natural  gas  down  I 
where  it  is  so  badly  needed.  Tentativ 
earnings  projections  for  Arco  ai 
$5.50  a  share  for  1977,  $8  next  yei 
and  more  thereafter. 


The  Price  Is  Right 

If   you   prefer  a   somewhat  moi 
mundane  stock,  I  suggest  Union  Ca, 
bide,  which  has  also  been  clobbere 
quite  badly,  coming  down  from  its  al 
time  high  of  76/4  reached  a  ye^  ^ 
ago  to  just  over  50  at  present.  Wit 
past   12-month  earnings  of  $6.82 
share,  this  stock  has  a  multiple  of  7 
or  just  about  half  that  of  Eastma 
Kodak's.  Union  Carbide  is  not  a  vei 
exciting  stock,  but  the  quality  is  goo 
and  the  price  is  right.  The  currei 
yield  is  nearly  5.5%. 

I  have  not  mentioned  General  Ele( 
trie  (54)  in  this  column  for  years.  Oil 
tends  to  be  reluctant  to  say  anythin 
about  this  company  because  one  a 
sumes  everybody  else  knows  it  just 
well  as  you  do.  In  a  market  that  hi 
been  rather  unkind  to  the  institution 
favorites  of  the  recent  past,  GE  ha 
been  a  standout.  Its  recent  marriag 
to  Utah  International  does  more  f( 
CE  than  just  diversification;  it  mak< 
it  a  significant  factor  in  coal  miniil 
and  the  production  of  other  naturj 
resources,  including  uranium.  I  ai 
not  surprised  that  investors  seem  1 
choose  GE  over  EK.  I  would  do  tti 
same  thing.  ■ 
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alue  Line  looks  at . . . 

Major  Stocks 
With 

P/E's  Under  5 

And 
fields  Over  6% 

us  the  potential  to  double  in  price, 
i  e  estimate,  within  3  to  5  years. 


nong  1650  major  stocks  under  its  continuing  re- 
w,  The  Value  Line  Investment  Survey  (as  of  April 
|)  now  finds  .  .  . 

j  •  93  stocks  are  selling  at  less  than  5  times 
estimated  current  earnings  .  .  .  compared  with 

i    past  P/E  ratios  up  to  10  times  or  higher. 

\  •  72  of  these  low-P/E  stocks  also  offer  Appre- 
ciation Potentials  in  the  next  3  to  5  years  of 
more  than  100%  .  .  .  based  on  Value  Line's 
estimates  of  their  earnings  and  P/E  ratios  in 
that  future  span.  (19  offer  long-term  Apprecia- 
tion Potentials  of  more  than  200%.) 

I  •  In  addition,  a  significant  minority  of  these 
"combination"  stocks  currently  yield  from  6% 
to  9.5%,  based  on  our  estimate  of  dividends  in 
the  12  months  ahead.  (In  many  of  these  stocks, 
moreover,  we  look  for  sizable  dividend  in- 
creases—from 50%  to  100%— in  the  next  few 
years.) 

,t  we  urge  you  not  to  leap  into  stocks  like  these, 
od  as  they  may  sound,  without  also  checking 
lue  Line's  current  ratings  for  Probable  Price  Per- 
ymance  and— most  importantly— Safety.  This  is 
isy  to  do: 

'DATED  EVERY  WEEK 

lery  week,  Value  Line's  regular  Summary  &  Index 
lesents  up-to-date  ratings  of  EACH  of  1650  stocks 
I'af/Ve  to  all  the  others,  as  follows  . . . 
j  a)  Rank  for  Probable  Price  Performance  in  the 

Next  12  Months— ranging  from  1  (Highest) 

down  to  5  (Lowest). 
I  b)  Rank  for  Investment  Safety  (from  1  down  to  5). 
I  c)  Estimated  Yield  in  the  Next  12  Months. 
|  d)  Estimated  Appreciation  Potential  in  the  Next  3 

to  5  Years— showing  the  future  "target"  price 

range  and  percentage  change  from  current 

price. 

!  e)  P/E  ratio  and  current  price,  plus  estimated 
annual  earnings  and  dividends  in  current  12 
months.  Also  latest  quarterly  results  against  a 
year  ago. 

[US  FULL-PAGE  REPORTS 

addition,  each  of  the  1650  stocks  is  the  subject  of 
comprehensive  new  full-page  Rating  &  Report  at 
ust  once  every  three  months— including  22  series 
vital  financial  and  operating  statistics  going  back 


15  years  and  estimated  3  to  5  years  ahead.  About 
125  new  full-page  Reports  like  this  are  issued  each 
week  .  .  .  1650  every  13  weeks.  All  this  material  is  so 
organized  in  your  binder  that  you  can  turn  to  a 
continually  updated  report  on  almost  any  leading 
stock  in  a  matter  of  a  few  minutes.  Filing  takes  less 
than  a  minute  a  week. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  complete  Value  Line 
Investment  Survey  (with  30-day  money-back  guar- 
antee) for  the  next  10  weeks  for  only  $29— about 
HALF  the  regular  rate— if  no  member  of  your  house- 
hold has  had  a  Value  Line  subscription  in  the  last  two 
years. 

This  invitation  will  bring  you — 
as  a  bonus — Value  Line's  com- 
plete 2000  page  Investors  Ref- 
erence Service  (available  sep- 
arately for  $45)  with  our  very 
latest  full-page  Reports  on 
all  stocks  under  review  .  .  .  ful- 
ly indexed  for  your  immediate 
reference,  and  systematically 
updated  by  new  Reports  issued 
weekly. 

And — as  an  extra  bonus — you 
will  also  receive  Investing  in 
Common  Stocks^the  little  "clas- 
sic" by  ArnolcTBernhard,  Value 
Line's  founder  and  research 
chief.  This  64-page  book— which 
reveals  methods  of  stock  eval- 
uation that  took  decades  to  de- 
velop—is YOURS  TO  KEEP  even 
if  you  return  the  other  material 
under  your  money-back  guar- 
antee. 

To  accept  this  invitation— and  to  pinpoint  the  current 
list  of  low-P/E  "combination"  stocks  referred  to 
above— mail  the  coupon  today, 
r  —  —  —  —  —  —  —  —  —  —  —  —  —j 

□  Begin  my  special  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  household  every 
two  years)  and  send  me  the  Investors  Reference 
Service  and  the  booklet  "Investing  in  Common 
Stocks"  as  a  bonus.  My  check  or  money  order  for 
$29  is  enclosed.  (Trial  subscriptions  must  be  ac- 
companied by  payment.) 

□  I  prefer  one  year  (52  weeks)  of  Value  Line, 
plus  the  bonus,  Investors  Reference  Service  and 
the  booklet,  "Investing  in  Common  Stocks"  for 
$285.  (There  are  no  restrictions  on  this  offer.) 

□  Payment  enclosed     □  Bill  me  for  $285 

GUARANTEE:  If  dissatisfied  for  any  reason,  I  may, 
under  either  offer,  return  the  material  within  30 
days  for  a  full  refund  of  the  fee  I  have  paid. 

616B01 


SIGNATURE 


Investing  in 
Common  Stocks 

with  (be  aid  of 

The  Value  Lint  Rankings 
and  other  Criteria  of 
Stock  Value 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY 


STATE 


ZIP 


Not  assignable  without  subscriber's  consent  For-  \lS2ijyr 

eign  rates  on  request.  Subscription  fees  are  ful-  Ulrtliir 

ly  tax-deductible.  (NY  residents  add  applicable  \ M 

sales  tax.)  y 

The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  5  E.  44th  St.,  N.Y.,  N.Y.  10017 


lO-Ks 

DELIVERED  WITHIN  24  HOURS 

To  gel  any  SEC  report  in  a  hurry,  turn  to  the  National  Investment 
Library  -  the  largest  source  of  corporate  information  in  North 
America  Copies  of  documents  are  on  their  way  to  you  just  two 
hours  alter  we  receive  your  order -and  delivery  is  normally 
guaranteed  anywhere  in  the  U  S  within  24  hours 

Get  copies  of  )0-K's,  10-Q's,  8  K's,  proxies,  prospectuses, 
etc.,  on  14.000  companies  at  35C  a  page  plus  small  shipping 
and  service  charge    plus  reports  of  all  federal  agencies. 

Write  or  call  today  to  order  or  for  full  information -plus 
introductory  discount  Use  coupon -or  phone 

TOLL-FREE 
(800)221-5644 

EXT.  361 

In  N  Y  State  call:  (212)  982-2000 

THE  NATIONAL  INVESTMENT  LIBRARY 

80  WALL  STREET.  NEW  YORK,  N.  Y.  10005 

Please  send  brochure  and  discount  certificate. 
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Name. 
Firm_ 


City. 
I  


.State. 


.Zip. 


Central  and  South  West 
Corporation 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  April  21,  1977, 
declared  a  regular  quarterly  divi- 
dend of  thirty-one  and  one-half  cents 
(31V2  0)  per  share  on  the  Corpora- 
tion's Common  Stock.  This  dividend 
is  payable  May  31,  1977,  to  stock- 
holders of  record  April  29,  1977. 

Leroy  J.  Scheuerman 
Secretary  and  Treasurer 
Wilmington,  Delaware  19899 


System  Operating  Companies 

Central  Power  and  Light  Company 
Public  Service  Company  of  Oklahoma 
Southwestern  Electric  Power  Company 
West  Texas  Utilities  Company 


GUARANTOR  OR  JOINT  VENTURE 


Viable  Projects  wanted  to  Joint  Venture  as  Guarantor 
Industrial  and  Commercial  expansion,  Assembly  and 
Processing  Plants,  Hospitals.  Retirement  or  Nursing 
Homes  Sub-Divisions  or  Shopping  Centers,  Pollution 
Control,  etc 

Established  firms  needing  operating  capital  send  your 
request  _  . 

R.  Bernard 
2102  H.  Arrowhead  Ave.  Suite  A 
  S«n  Bernardino,  California  92405 
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Stock  Trei 


A  Nine-Letter 
Dirty  Word 

By  Ann  C.  Brown 


^JJJreatly  overshadowed  by  the  ener- 
gy-week-that-was  in  April  was  the 
Administration's  revision  of  the  esti- 
mated increase  in  the  consumer  price 
index  for  1977.  In  case  you  missed  it, 
the  latest  prediction  was  6.7%  versus 
the  previously  forecast  5.3%.  For  the 
nonstatistically  inclined,  that  repre- 
sented a  25%  change  for  the  worse. 

With  the  daily  press  preoccupied 
with  reporting  the  reaction  to  gas 
guzzlers  and  how  to  build  your  own 
solar  heating  system,  the  White  House 
seized  the  occasion  to  formally  admit 
what  nearly  everyone,  including  the 
stock  market,  already  strongly  sus- 
pected. Investors  do  not  like  inflation, 
and  who  can  blame  them  after  the 
double-digit  drubbing  they  took  in 
1974.  What  is  feared  now  is  that  even 
the  new  6.7%  figure  may  be  revised 
upward,  affected  by  unpredictables 
such  as  cartels  and  droughts  and  pre- 
dictables  like  wage  boosts  in  excess  of 
productivity  increases  and  price-hedg- 
ing. The  1.1%  increase  in  the  April 
wage-price  index  was  consoling.  Alas, 
for  the  stock  market,  inflation  is  a 
dirty  word. 

The  Brown  Formula 

Admittedly  it's  oversimple,  but  I  of- 
fer you  my  own  little  formula  for  fig- 
uring out  how  different  rates  of  in- 
flation will  affect  the  stock  market.  It 
goes  like  this: 

First,  assume  that  the  cost  of  mon- 
ey is  a  constant  3%.  Add  1%  (another 
constant)  risk  premium  for  owning 
stocks  instead  of  bonds.  Lastly,  add 
the  estimated  inflation  rate,  in  this 
case  6.7%.  Total:  10.7%.  Next  divide 
10.7%  into  100,  and  the  result  is  an 
average  stock  market  multiple  of  9.3 
times  earnings. 

Ann  C  Brown  is  vice  president  of  the  New 
York  investment  firm  of  Melhado,  Flynn 
&  Associates,  Inc. 


Next,  take  the  sum  of  the  eai 
of  the  30  Dow  industrial  stocks 
this  year  is  estimated  to  be  si 
$110  or  $115,  multiply  by  9.J 
theoretically  the  industrial  av 
could  range  between  1023  and 

Just  for  fun,  let's  now  assum< 
the  economy  gets  down  to  the  ' 
flation  rate  the  President  seel 
1980.  Using  my  formula,  the  resi 
multiple  is  12.5x  earnings.  Nex 
sume  that  in  the  absence  of  wagi 
price  controls  corporate  profit 
crease  10%  a  year  from  their  pi 
level.  By  1980  the  earnings  oi 
Dow  stocks  could  be  in  exce 
$150,  and  this  number  times 
equals  a  DJI  of  1875,  or  nearly 
the  level  it  is  today.  A  very  pie 
thought,  that. 


Headed  For  Increases 

Now  that  Carter's  numerous 
gy  proposals  have  disappeared 
the  depths  of  Congress  for  deli 
tion,  modification  and,  perhaps 
literation,  there's  time  for  a  1 
rumination.  No  question  that  w 
an  energy  wasteful  society,  but  t 
the  other  side  of  the  equation 
supply  side. 

With  the  nation's  growing  po 
tion,  there  is  still  a  definite  ne< 
stimulate  further  oil  and  gas  exj 
tion,  research  and  development, 
doubtedly,  the  Administration  is  £ 
of  this  and,  after  accomplishing 
can  in  the  area  of  conservatior 
can  look  for  increased  ineentiv 
lessen  our  dependence  on  foreigi 
troleum  imports.  While  this  wil 
happen  overnight,  the  oil  and  gas 
related  service  stocks  offer  con; 
able  attraction. 

Any  increase  in  exploration  ac 
should  help  Hughes  Tool  (39) 
largest  manufacturer  of  petro 
drilling  bits.  The  company  could 
a  nice  earnings  gain  this  year  to 
$3.90  a  share,  up  from  last  year'i 
appointing  $2.98.  Next  year,  $4.1 
$4.80  seems  possible. 

Fresh  from  reporting  outstar 
first-quarter  earnings,  Santa  Fe  I 
national  (50),  whose  contract  dr 
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Bnarine  construction  services  are 
jjemented  by  lucrative  oil  hold- 
H  may  show  profits  of  $5.75  a 
i]  for  1977  and  $8  for  1978.  Po- 
ll new  discoveries  could  bring 
-  igs  of  as  much  as  $11.50  in 
1  possibly  $14.50  in  1980. 

irphy  Oil  (35)  is  a  medium- 
B,  integrated  oil  company,  which 
►  he  added  kicker  of  owning  the 
lolling  interest  in  ODECO,  the 
Bit  offshore  drilling  contractor, 
flther,  these  two  companies  have 
)iantial  North  Sea  oil  holdings  that 
j  d  come  on  stream  in  1978.  While 
••year's  earnings  may  be  up  only 
irately  from  last  year's  $3.93  a 
iL  Murphy  Oil  could  earn  around 

.  1978  and  close  to  $7  in  1979. 


,  The  White  House  seized 
occasion  to  formally 
lit  what  everyone,  includ- 
the  stock  market,  already 
ngly  suspected  . . ." 


rer  since  the  energy  speech,  esti- 
s  for  the  auto  stocks  have  been 
icing  around  like  a  car  with  bad 
Ics.  At  times  like  this,  it  helps  to 

grown  up  in  highway-honey- 
ed mid-America  and  not  in  New 

City  with  its  bus-subway-taxi 
omy.  Outside  of  a  few  urban 
:,  it  is  virtually  impossible  to  get 

point  A  to  point  B  without  per- 
1  wheels.  Therefore,  both  Ford 
•  and  General  Motors  (69)  hold 
tiise  for  those  able  to  withstand  a 
in  amount  of  uncertainty.  At  the 
<ent,  the  best  guess  is  that  this 

Ford  will  earn  about  $16.50  a 
b  and  GM  around  $11.50.  It's 
1  that  has  everyone  spooked,  but 
ces  are  the  two  companies  will 
ppreciably  better  than  their  cur- 
minimultiples  would  suggest. 
•la  Containers  (33)  is  a  world- 
j  lessor  of  containerized  ships, 
Miners  and  cranes  to  unload  the 
p.  In  addition  to  being— unlike 
competition— a  totally  integrated 
n  transportation  system,  the  com- 
'  makes  specialty  containers  (re- 
rated  tanks,  etc.)  that  seem  to 
!  a  steady  market  even  when  in- 
itional  trade  is  off.  Sea  Containers 
grown  from  11  cents  in  earnings 
967  to  an  estimated  $5.50  for 
7  and  $8.25  or  more  in  1978.  ■ 


Income  and  stability  make 
mid-range  instruments  a 
particularly  sound  investment 


SCOTH 


For  a  minimum  initial  investment  of 
$1,000  ($500  for  tax-sheltered  retire- 
ment plans),  Fidelity  Thrift  Trust  tunes 
you  in  to  the  music  of  the  mid-term 
money  market. 

The  Trust  invests  exclusively  in 
high-grade  mid-term  obligations  seek- 


ing to  yield  an  attractive  current  income 
while  avoiding  the  greater  volatility  of 
long-term  issues.  The  Trust  provides 
a  diversified,  continuously  managed 
portfolio  and  immediate  liquidity. 

There  is  no  charge  for  investment 
or  withdrawal. 

Or  for  our  literature.  Get  it  today. 

^Fidelity  Thrift  Trust1 

82  Devonshire  St. .  Box  832.  Dept.  K  F7060 1 
Boston.  Mass.  02103 

For  more  complete  information, 
including  management  fees,  other 
charges  and  expenses,  please  write 
or  call  for  a  prospectus.  Read  it  care- 
fully before  you  invest  or  send  money. 

Name  


Call  Free 

(800)225-6190 


Address- 


C.ty_ 


_  State  _ 


-Zip- 


s 


In  Mass.  Call  Collect  (617)  72G-0650 


Retirement  Plan  Information:  Keogh  □  IRA  □  403B  □ 

FIDELITY  GROUP 

0ver$3billiono(assetsundermanagement. 

i  sn  hh  mm  mmm  mmm  mmm  mm 


What  your  home  could 
have  in  common  with  the  Met, 
thelate,  and  the  Louvre. 


MICHEL  DELACROIX'S  Pantheon' 


Beautiful,  original  works  by  artists 
who  are  represented  in  the  world's  great 
museums  and  galleries  can  be  yours  for  very 
reasonable  prices. 

We  offer  original  etchings,  litho- 
graphs and  serigraphs  signed  by  Calder, 
Chagall,  Dali,  Delacroix,  Renoir  and 
other  important  artists. 

(Michel  Delacroix's  charming 
scene  of  old  Paris  "Pantheon"  is  just  one  of 
the  many  fine  prints  we've  recently  made 
available. ) 

Our  expert  advice  and  full  money- 
back  guarantee  are  your  assurances  that  the 
art  you  buy  will  have  lasting  value  and  beauty 

Send  for  our  colorful,  descriptive 
brochure,  without  obligation. 


Original  print  collectors  group,  Ltd 

120  East  56th  Street,  Dept.  Fll  ,  New  York,  N.Y.  10022 
Q  PLEASE  SEND  ME  YOUR  FREE  COLOR  BROCHURE 


Name 


Address 


City 


State 


Zip 


©  197  7  Original  print  collectors  group,  Ltd. 
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CALL 


638-1527 

or  (301)  547-2136  collect 

*  Income- may  be  , subject  to  taxes 
in  some  states. 
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Free  Prospectus 
A  No-Load  Fund 

ROWE  PRICE 
TAX-FREE  INCOME  FUND 

100  East  Pratt  Street.  Department  A6 
Baltimore.  Md  21202 


mm  CLASSIFIED 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  100-101 
of  this  issue  for 


CLASSIFIED 


Market  Tren 


number  of  exchanges  will  begin 
trading  put  options  early  in  June.  A 
put  is  the  mirror  image  of  a  call.  It 
gives  its  owner  the  right  to  sell  stock 
at  a  predetermined  price  during  its 
life.  So  it  will  be  possible  to  make 
money  in  a  declining  market  without 
having  to  sell  short— which  is  just 
plain  scary  for  most  people.  The 
most  obvious  way  to  use  puts  is  to 
buy  them  when  you  think  the  mar- 
ket's going  to  go  down.  But  there  are 
more  interesting  strategies. 

You  can  buy  both  a  put  and  a  call 
on  the  same  stock  at  the  same  price 
and  to  expire  at  the  same  time.  When 
you  do,  you  don't  care  much  which 
way  the  market  moves.  The  payoff  is 
on  volatility.  Once  the  stock  goes 
down  or  up  enough  to  match  the 
combined  price  you've  paid  for  both 
the  put  and  the  call,  you've  hit  the 
break-even  point.  If  the  trend  contin- 
ues in  the  same  direction,  you  begin  to 
make  money.  It  can  be  a  rewarding 
venture  in  a  big  move  in  the  market. 

The  thing  to  remember  is  that  you 
must  have  movement.  If  the  stock 
stays  at  the  same  price,  you'll  lose  all 
your  money.  However,  now  that  there 
will  be  regular  trading  in  both  put 
and  call  options,  you  can  always 
change  your  mind.  For  example,  if 
the  stock  breaks  sharply  and  you  feel 
that  it  will  reverse  itself,  you  can  sim- 
ply sell  out  your  put,  cash  in  all  or 
part  of  your  investment,  and  have  a 
play  on  the  upside  for  a  very  small 
investment  and  risk.  Be  sure  when 
you  are  buying  a  straddle  that  you 
think  the  stock  has  the  potential  for  a 
large  enough  fluctuation  to  justify  the 
combined  cost  of  both  options. 

The  most  obvious  way  of  doing  this 
is  to  buy  a  put  on  the  stock  when  you 
buy  the  stock.  That  way  you  limit 

Mr.  Simons  is  director  of  research  at  the 
securities  firm  of  Weeden  6-  Co. 


Fresh 

Merchandise 

By  Myron  Simons 


your  potential   loss;   its   the  ai 
you've  paid  for  the  put,  no  n  i 
how  far  down  the  stock  goes 
upside  is  unlimited,  once  the  a 
ciation  exceeds  what  you've  pai 
the  put.  Think  of  it  as  a  kind 
surance     policy,     and  figure 
whether  its  worth  the  premium  y 
got  to  pay.  (However,  if  you 
long-term  holder,  check  with  yoi, 
expert  as  to  whether  you  are 
to  interfere  with  your  holding  pel 
It  may  be  that  there  just  aren 
options  trading  in  the  stocks  yoi 
interested  in,  especially  if  you  o 
number  of  so-called  secondary  st 
But  you  can  still  get  protectio 
your  long  position  by  using  puts,  jjg 
buy  some  on  volatile  stocks  thai  to 
don't  own.  Limit  your  purchase 


". . .  Wall  Street  research 
going  to  have  to  take  a  ne 
look  at  a  horde  of  compai 
that  have  been  ignored 
for  a  long  time  . . ." 


the  amount  you  want  to  pay  fo 
surance  against  the  losses  you'll 
in  your  long  position  if  there's  a 
in  the  market.  Your  investment  in 
should  be  only  a  very  small  pero 
age  of  the  dollars  you  have  inve 
That  way,  if  there's  a  serious  m; 
decline,  you  may  not  make  bad 
of  your  losses,  but  you'll  get 
pleasure  from  the  profit  in  your  pu] 

Keep  one  thing  in  mind  wh^ 
you  buy  puts,  calls  or  both.  The 
tire  amount  of  the  premium  is  at 
if  the  market  doesn't  behave  in 
right  way.  So  limit  your  purchase 
.an  amount  that  it  makes  sense  to 
if  the  market  goes  up. 

While  we  are  looking  at 
technique,  let's  not  lose  sight  of 
fact  that  a  new  trend  is  develop 
the  stock  market  as  a  whole.  It  st) 
from  the  need  for  the  U.S.  to  cha 
its  energy-using  habits.  The  conse 
tion  of  energy  and  the  develop 
of  new  sources  should  be  the 
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ig  thing  to  hit  the  stock  market 
my  years. 

■  implications  are  profound,  if 
rtable.  Many  of  the  old-time  fa- 
i  blue  chips  and  glamours  may 
;  a  difficult  time  passing  along 
i  tew,  higher  energy  costs  to  the 
Jner.  But  there  will  be  a  whole 
group  of  companies  that  will 
ijt  by  having  an  increasing  flow 
rlsiness  for  some  time  to  come. 
|>r  Henry  Jackson  (D-Wash.) 
jj/hat  the  entire  energy  effort  is 
iito  cost  a  trillion  dollars  over  the 
{i  2  or  13  years. 

i  th  Areas 

11  Street  research  is  going  to 
to  take  a  new  look  at  a  whole 
of  companies  that  have  been 
much  ignored  for  a  long  time, 
se  they  will  be  able  to  look  for- 
to  years  of  growth.  Just  to  men- 
few  obvious  areas: 
Vutos  will  have  to  become  light- 
d  use  advanced  technology  if 
ire  going  to  meet  the  new  mile- 
candards.  That  means  major  re- 
g,  and  it  should  help  such  ma- 
tool  manufacturers  as  Cincinnati 
ron  (39)  and  Cross  Co.  (26). 
fnose  companies  which  can  help 
and  industrial  plants  change 
[rom  oil  and  natural  gas  to  coal 
I  have  all  the  work  they  can 
e.  General  Electric  (54),  West- 
use  (21),  Combustion  Engineer- 
|58)  and  Foster  Wheeler  (25) 
ivious  candidates. 
Conserving  energy  implies  know- 
j:act  usage  as  well  as  thermostat- 
litrols.  Honeywell  (52),  Johnson 
iols  (43)  and  Neptune  Interna- 
If  (16)  should  do  well. 
^Insulation  of  homes  and  factories 
national  project  about  which  al- 
ii everyone  can  agree.  The  obvious 
[:  to  benefit  are  Johns-Manville 
and   Certain-teed    (27).  But 
if  a  program  is  also  likely  to  in- 
|:  the  demand  for  other  types  of 
j  improvement,  and  that  could 
Huch  building  supply  retailers  as 
t?s  (14)  and  Lowe's  Cos.  (24). 
pre  are  so  many  potentials  that 
<es  one  feel  like  a  kid  in  an  old- 
Ined  candy  store.  Perhaps  this 
f's  better  times  on  Wall  Street. 
!  both  a  new  group  of  potential 
f:h  stocks   and  new  investment 
liques  through  the  use  of  puts  to 
forward  to,  The  Street  has  some 
fresh  merchandise  to  attract  the 
Ic  and  institutions  alike.  ■ 


A  useful  guide  for  the 
commission-conscious 
investor. 

This  free,  pocket-sized  book  enables  you  to  quickly  figure  and 
compare  practically  any  broker's  stock  and  option  commissions. 
Its  90  pages  of  tables  display  the  old  fixed  commission?  and 

rnmmi^innc  at  a   wiHp  ranoe  r»f  Hi<;- 

0 

"  Th, 

,r,l«'M, 

counts  from  it,  in  cents-per-share  and 
dollars-per-contract  rates  for  almost  any 
whole-priced  trade. 

Get  this  book  simply  by  mailing  this  ad 
or  asking  for  one  at  800-221-5338  toll- 
free  or  in  N.Y.  State  at  212-269-9127 
collect. 

From  the  people  who  started  commis- 
sion discounts  rolling  for  the  individual 
investor. 

•Base  Commissions.  Pre-May  1,  1975  NYSE  and  CBOE- 
fixed  commissions. 

| 

Name 

Address 

Citv 

Stale  7in 

AUG 

i/i  ))  Source  Securities  Corporation 

70  Pine  Street,  New  York,  N.Y.  10005            FOr  6/77 

Increased 

Quarterly 

Dividend 

62  1/2$  per 
Common  Share 

(Formerly  57  '/2c  per  share) 

Payable: 
June  15,  1977 
Record: 
May  20,  1977 
Declared: 
April  27,  1977 

Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 

Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 


Tie  on  a 
Capitalist 
Tool 


The  last  word  in  stylish  con 
temporary  neckwear.  Its  mes- 
sage, Capitalist  Tool,  is  woven 
in  red  into  a  deep  blue  back- 
ground. The  perfect  quality 
gift  for  someone  you  admi.e 
....  or  for  yourself.  $10 

Save  it  for  a  rainy  day  . . 
The  Capitalist  Tool 
Jumbo  Umbrella 

Handsome  and  sturdy,  it's 
the  dapper  executive's 
answer  to  keeping  dry  in 
the  heaviest  downpours 
Red  on  blue,  double- 
ribbed  nylon  canopy 
$20 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 
Please  send  me  the  following  Capitalist 
Tool  items: 

 Necktie(s)  @  $10  each. 

 Umbrella(s)  @  $20  each 

Enclosed  is  my  check. 

Please  allow  4  weeks  for  delivery. 

Name  

Address  

City  — 


i 


State  Zip_ 


I 
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Time  For  The  Bears  To 
Come  Out  Of  The  Woods 

By  Stanley  W.  Angrist 

". . .  Fundamentalists  see  no  reason  why  wood  prices 
should  not  advance.  I  think  they  are  right . . ." 


■  ou  know  what  technicians  (specu- 
lators who  use  charts,  moving  aver- 
ages and  similar  devices  to  trade)  like 
to  say  about  fundamentalists  (specu- 
lators who  use  supply/ demand  statis- 
tics to  try  to  make  a  buck).  They 
say  the  fundamentalists  are  basically 
good  people,  but  they  wouldn't  want 
their  sister  (or  brother,  as  the  case 
may  be)  to  marry  one.  Fundamental- 
ists generally  reply  in  kind. 

In  recent  weeks  it  has  been  the 
fundamentalists  who  have  had  to  grab 
the  short  end  of  the  stick  pretty  regu- 
larly in  the  lumber  and  plywood  mar- 
kets. To  add  insult  to  injury,  the  fun- 
damentals have  been  looking  good- 
just  the  opposite  of  the  situation  ear- 
lier in  the  year.  At  that  time  the  news 
on  housing  starts  and  building  permits, 
as  well  as  on  sales,  was  disappointing, 
but  plywood  and  lumber  futures, 
along  with  the  cash  markets,  trended 
sharply  higher.  More  recently,  the 
news  has  been  highly  optimistic,  but 
the  cash  markets  and  futures  have 
been  selling  off.  Privately  owned  hous- 
ing unit  starts  in  March  were  up  17% 
from  February  on  a  seasonally  ad- 
justed basis.  The  annual  rate  for 
March  was  2.13  million  units  com- 
pared with  1.82  million  in  February 
and  1.43  million  in  March  1976.  This 
year's  March  starts  were  the  highest 
since  the  2.27-million  unit  figure  of 
May  1973.  Declining  prices  in  the 
face  of  such  bullish  news  is  enough  to 
cause  many  a  fundamentalist  to  be- 
gin point-and-figure  charting. 

The  trading  cycle  in  the  woods 
seems  to  contain  three  fairly  distinct 
phases.   From  August  to  December 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


futures  generally  rise  in  price  in  antici- 
pation of  the  next  year's  positive 
building  prospects.  (It  seems  that  fu- 
tures traders  are  almost  always  opti- 
mistic—even if  no  one  else  is— about 
the  next  year's  construction  outlook.) 
Then  from  December  to  March  cash 
product  prices  often  rise  in  response 
to  increased  cash  demand,  thus  caus- 
ing the  basis  (the  difference  between 
cash  and  futures)  to  widen.  From 
March  to  August  just  the  opposite 
seems  to  happen  as  cash  markets  sink 
somewhat,  causing  the  basis  to  nar- 
row. During  this  period,  futures  trad- 
ers, having  little  encouraging  news, 
tend  to  dump  their  long  positions, 
driving  futures  prices  even  lower. 

Looking  Up 

But  this  year  there  seem  to  be  sev- 
eral fundamental  factors  that  could 
act  to  stabilize  futures  prices  and  even 
send  them  to  new  high  ground. 

1)  Sawmill  labor  contracts  are  in 
the  process  of  expiring— June  1  in  the 
U.S.  and  June  15  in  Canada.  The  Ca- 
nadian workers  are  under  wage  con- 
trols, which  could  lead  to  a  relatively 
quick  settlement.  There  are  some 
wage-related  demands,  however, 
which  could  become  sticking  points 
and  trigger  a  strike.  Western  U.S.  pro- 
ducers have  received  demands  for  a 
60%  increase  in  wages  over  the  next 
three  years,  as  well  as  costly  extras. 
This  could  lead  to  a  strike  against 
U.S.  producers  on  a  rotating  basis. 

2 )  The  median  price  of  a  new  home 
in  the  U.S.  is  now  about  $46,500,  up 
considerably  from  the  $28,500  median 
of  1968.  However,  when  one  deflates 
current  prices  by  increases  in  the  con- 
sumer price  index,  they  come  out 
close  to  the  1968  price  levels,  which 
leads  one  to  the  conclusion  that 
house  prices  are  not  out  of  line  with 
other  goods.  The  hefty  increase  in 
the  value  of  the  equity  that  home- 
owners achieve  makes  people  bullish 


on  housing  as  an  investment.  Furtr 
more,  the  low-cost,  no-frills  home 
been  a  marketing  flop— Americi 
seem  to  want  all  the  extras.  With  : 
gle-family  homes  making  up  the  b 
of  the  housing  starts,  the  per-unit  c 
sumption  of  wood  is  actually  hig 
than  the  total  housing  starts  sugg 

3)  Economic  conditions  have  bi 
good  and  are  encouraging  to  prosp 
tive  home  buyers.  Savings  rates 
now  running  at  about  95%  of  last  yes 
record  pace,  and  the  nation's  thrift 
stitutions  have  lots  of  money  to  i 
into  mortgages.  The  unemploym 
rate  is  going  in  the  right  direction,  a 
auto  sales  are  strong. 

Fundamentalists  have  noted  all 
the  above  and  can  see  no  reason  vi 
wood  prices  should  not  advance] 
think  they  are  right. 

There  are  two  wood-related  a 
tracts  traded  in  the  U.S.  Plywood 
traded  on  the  Chicago  Board  of  Tra 
in  contracts  of  76,032  square  fe 
while  lumber  is  traded  on  the  Chi 
go  Mercantile  Exchange  in  units 
100,000  board  feet.  At  this  time  I  p 
fer  a  conservative  spread  trade 
lumber  that  involves  buying  the  S« 
tember  contract  while  selling  the  > 
vember  contract.  There  are  two  r< 
sons  for  this  strategy:  It's  a  bull  m; 
ket  spread— that  is,  you  buy  near,  si 
far.  The  second  reason  is  weather-i 
lated:  The  demand  for  lumber  is  ge 
erally  stronger  in  summer-fall  than 
early  winter. 

Recently  the  September  contrs 
has  been  trading  very  close  to  t 
price  of  November.  I  believe  the  fv. 
damentals  are  strong  enough  to  can 
September  to  move  to  at  least  a  7C 
point  premium  to  November.  Such 
move  would  represent  a  $700  pre 
on  a  spread  margin  of  only  $400.  B 
be  careful— carrying  charges  do  n 
limit  adverse  moves  in  lumber,  so 
would  place  a  stop  300  points  belc 
where  I  entered  the  trade.  ■ 
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Get  in  on  these  investment  bargains  with 

Z(niteds58thQ/fyniversary 


Bargain  Package 


After  carefully  weighing  the  risk  and  the  investment  climate,  United's 
analysts  have  picked  three  groups  of  "double-edged  bargains" 

Send  today  for  these  Special  Reports 


Stocks  selling  below  19, 
with  price  earnings  ratios 

below  10.  For  the  many  investors  who 
like  low-priced  shares,  here  are  the 
stocks  representing  large  companies  with 
respectable  records  which  once  traded  at 
far  higher  prices  and  could  again.  With 
price-earnings  ratio  at  ten  or  under,  they 
could  prove  to  be  "double-edged  bargains.' 


Stocks  yielding  7.5%  or 

better  with  good  relative 

price  stability.  What  investor  doesn't 
like  generous  dividends  along  with  the 
potential  for  capital  gains?  United's 
analysts  have  picked  four  stocks  they  feel 
have  good  stability,  a  continuing  tradition 
of  substantial  dividend  payouts,  plus 
prospects  for  appreciation. 


Blue  chips  selling  43%  to  65% 
below  their  highs  with  growth 

potential.  Not  too  long  ago  these  stocks 
were  among  the  favorites  that  were  "in"  for 
growth  potential  and  were  selling  at  30  and 
40  times  earnings.  Now  they  are  selling  at 
levels  we  consider  far  below  their  long-term 
values.  Weighing  risk  against  potential,  we 
believe  these  stocks  offer  unusual  profit 
opportunity. 


Plus  this  updated  Special  Report 
A  new  1 4  point  evaluation  of 
75  Utility  Stocks 
Buy — Hold — Sell  advice 

Here  are  a  few  of  the  stocks  covered : 


Am  Elec  Pw 
Ariz  Pub  Ser 
Atlantic  City 
BaltG&E 
Boston  Ed 
Carolina  Pw 
Cent  S  &  W 
Cent  Maine 


Duquesne  l_t 
Fl  Pwr  Lt 
Gen  Pub  Util 
Gulf  States 
Hawaiian  Elec 
Houston  L  &  P 
Idaho  Pwr 
Illinois  Pwr 


No  States  Pwr 
Ohio  Ed 
OklaG&E 
Pacific  G  &  E 
Penn  Pwr 
Phila  Elec 
Potomac  Elec 
PubSerlnd 


Plus  40  page  book! 
"Where  to  Live  When 
You  Retire" ...  a 
regular $2 value. . . 
yours  at  no  extra  cost. 


People  of  all  ages  will  find  this  book  interesting. 
It  gives  you  all  kinds  of  informative  tidbits  about 
all  fifty  states.  How  does  the  state  rate  for  taxes? 
What  is  the  climate  really  like?  What  kind  of 
special  benefits  are  offered  for  senior  citizens? 
What  is  the  job  situation?  Don't  miss  this  useful, 
enjoyable  reading. 


You  will  also  receive  a  4-issue  Guest  Subscription  to  United  Reports 
4-issue  Subscription  to  United  Reports  alone  is  a 
$9  value— This  entire  Bargain  Package  of  investment 
information,  plus  Retirement  Book,  all  for  only . . . 


$3 


Mail  the  postage-paid  Reply  Card  today!  Send  no  money;  we  will  bill  you. 

Business^flnvestment  Service 


Established  in  1919 


210  Newbury  St.,  Boston,  Massachusetts  021 16 


phetps 
dodge 

167th  CONSECUTIVE 
QUARTERLY  DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  quarterly  dividend 
of  55<  per  share  on  its  capital 
stock  payable  June  10,  1977 
to  stockholders  of  record  at  the 
close  of  business  on  May  20, 
1977. 

ROGER  C.  SMITH, 
Vice  President-Finance 
and  Treasurer 

New  York,  N.  Y. 
May  4,  1977 
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The  Fun 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 
Common  Stock  Dividend  No.  16 

A  regular  quarterly  dividend  of  46  Va 
cents  per  share  has  been  declared  on  the 
Common  Stock  of  Southern  Natural  Re- 
sources, Inc.,  payable  June  14,  1977 
to  stockholders  of  record  at  the  close  of 
business  on  May  31,  1977. 

RONALD  L.  KUEHN,  JR. 

Secretary 

Dated  April  28,  1977 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
'CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 
The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  40C  per  share 
on  the  outstanding  Common  Stock, 
payable  on  June  1,  1977  to  stock 
holders  of  record  on  May  10,  1977. 
The  transfer  books  will  not  close. 

April  28,  1977 

RAMSEY  E.  JOSLIN. 
Vice  President-Financial 
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DIVISIONS:  U.S.  INDUSTRIAL  CHEMICALS  CO. 

NATIONAL  DISTILLERS  MOOUCTS  CO 

BRIDGEPORT  BRASS  CO. 

ALMADEN  VINEYARDS.  INC 

BEACON  MANUFACTURING  COMPANY 


The  Option  Game 


Tempted  to  play  options?  Now 
there  are  two  ways  to  take  the  trip 
but  leave  the  driving  to  others.  Mon- 
ey Market/ Options  Investments,  Inc. 
puts  a  limited  part  of  its  assets  into 
option  buying  (Forbes,  Mar.  1, 
1976).  But  the  news  is  the  flurry  of 
funds  offering  to  "write  covered  calls" 
—that  is,  sell  options  on  stock  the  fund 
already  owns. 


". . .  The  best  payoff  comes 
if  the  market  hovers  at 
about  the  same  price  . . ." 


Before  the  Tax  Reform  Act  of  1976, 
writing  covered  options  on  more  than 
10%  of  a  fund's  assets  was  not  permit- 
ted because  90%  of  an  investment 
company's  income  has  to  come  from 
dividends,  income  and  capital  gains, 
and  only  10%  can  be  "unrelated."  Be- 
fore the  new  tax  law,  gains  made  from 
expired  option  premiums  and  profits 
from  closing  out  positions  were  clas- 
sified as  "unrelated."  Now  they  qual- 
ify as  short-term  capital  gains.  With- 
in the  last  few  months,  the  Colonial, 
Putnam  and  Kemper  funds  groups 
have  brought  out  option  income  funds 
or  have  them  in  the  works. 

Colonial  Option  Income  Fund,  Inc. 
is  already  out  of  registration,  having 
raised  $55  million.  "The  object  of  the 
fund,"  says  Richard  F.  Palmer,  Colo- 
nial senior  vice  president,  "is  to  yield 
a  high  current  return.  We  intend  to 
purchase  dividend-paying  stocks.  We 
collect  a  premium  for  writing  the  op- 
tion in  addition  to  dividends  on  the 
underlying  security  until  the  option  is 
exercised." 

The  best  payoff,  of  course,  would 
come  if  the  market  hovers  at  about 
the  same  price  the  option  is  written 
for.  If  it  remains  flat,  Colonial  will 
pocket  the  premium  it  received  from 
selling  the  option  when  it  expires  un- 
exercised. The  fund  can  then  turn 
around  and  write  a  new  option  on  the 
same  stock.  And  all  the  while,  of 
course,  it  will  be  collecting  dividends 
on  its  portfolio. 

If  the  market  goes  up,  the  fund 
may  buy  back  the  option  it  sold  on 
the  open  market,  thus  closing  out  its 
position.  In  this  case,  the  fund  could 


lose  some  money  if  the  cost  of  1 
back  plus  brokerage  fees  is  less  l| 
the  premium  it  received  from  wri| 
the  option.  But  because  increase; 
the  market  price  of  an  option  j 
erally  reflect  increases  in  the  ma 
price  of  the  underlying  stock,  reaj 
Palmer,  any  loss  from  closing  o\: 
position  is  likely  to  be  offset  at  1 
partly  by  appreciation  of  the  unt 
lying  stock. 

For  example:  On  Apr.  7,  optl 
to  buy  Phillips  Petroleum  in  Augus 
55  per  share  were  selling  at  2%  w 
the  stock  was  trading  at  55.  Assi 
that  Colonial  bought  Phillips  at 
and  wrote  options  at  2M.  The  m 
Colonial  could  receive  if  that  opt 
were  exercised  would  be  57?2.  But 
Apr.  15,  Phillips  is  trading  at  58Jg 
the  option  is  selling  for  4Js.  Coloi 
could  buy  back  the  option  at  4%,  t 
a  1%  loss  and  thus  close  out  its  p 
tion.  The  fund  would  be  left  with 
55-cost  stock  that  is  now  trading 


Richard  Palmer:  His  Colonial 
Option  Income  Fund  aims  to  make 
option  trading  safe  and  profitable. 
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The  Tax-Free 
Difference. 


Oiere's  a  real  difference  between  a  tax- 
i  investment  and  a  tax-free  investment, 
the  difference  between  a  Chevy  and  a 
sche.  It's  the  difference  between  mak- 
money,  and  making  money  and  keeping 
too. 

rou  can  enjoy  this  tax-free  difference 
nvesting  in  the  Oppenheimer  Tax-Free 
id  Fund.  You  not  only  earn  income  from 
)rtfolio  of  high  quality  municipal  bonds, 
keep  all  of  the  bond  fund  income  you 
because  it  is  not  subject  to  federal 
>me  taxes* 
or  people  with  a  taxable  income  of 
,000  or  more,  the  yield  plus  the  tax 
ar  savings  can  be  significant.  And  the 
ler  your  tax  bracket,  the  more  you 
id  to  gain.  See  the  chart  below. 


n 


our  taiable  income'  is 
nt  return      Single  return 

Your 
Ta> 
Bracket 

IS: 

To  equal  a  tax  tree  yield  c! 

5%       5'/2%  6% 
a  taxable  investment  would 
have  to  earn: 

-  20.000 

28% 

6.94% 

7.64% 

8.33% 

$14-16.000 

31% 

7.25 

797 

870 

-  28.000 

{18-20.000 

36% 

781 

8.59 

9.38 

-  40.000 

$26  32,000 

45% 

9.09 

10.00 

10.91 

-  76,000 

$38-44,000 

55% 

11.11 

12.22 

13.33 

1-120,000 

$50-60,000 

62% 

1316 

14.47 

15.79 

amount  subject  to  Federal  Income  tax  after  deductions 
:xceptions.  There  can.  of  course,  be  no  guarantee  that 
und  will  achieve  any  particular  tax-exempt  yield. 

A  stable  investment. 

Tie  Oppenheimer  Tax-Free  Bond  Fund 
ssts  only  in  high-quality  municipal 
ds,  nationally  rated  A,  AA  and  AAA. 


We  decrease  any  investment  risk  even 
further  by  investing  in  a  wide  geographic 
spread  of  cities,  states  and  towns.  Your 
money  won't  be  riding  on  the  ups  and 
downs  of  any  one  area  of  the  country. 

No  sales  charge.  No  commissions. 

Every  dollar  of  your  investment  goes 
right  to  work  earning  money  for  you.  No 
sales  charge  or  commissions  off  the  top  as 
with  some  funds.  Of  course,  as  with  all 
fully  managed  bond  funds,  there  is  a 
nominal  management  fee. 

Easy  access  to  your  money. 

Your  money  is  yours  whenever  you  want 
it,  based  on  market  price.  No  penalty  for 
"early  withdrawal".  No  redemption  fee. 
No  waiting  till  the  end  of  the  quarter.  No 
waiting  to  find  a  buyer.  No  waiting  for  a 
maturity  date. 

Managed  by 
Oppenheimer. 

The  success  of  any 
investment  portfolio  de- 
pends in  large  part  on  the 
know-how  of  the  people 
who  manage  it.  At  Oppen- 
heimer, we  pride  our- 
selves in  having  Fund 
managers  with  years  of 
experience  in  municipal 
bonds  who  work  full  time 
to  help  make  your  money 
grow.  They  carefully  ana- 
lyze and  evaluate  each 
bond  before  it  is  pur- 


chased. Then  monitor  it  diligently  to  help 
protect  the  value  of  your  investment. 

You  can  invest  in  the  Oppenheimer  Tax- 
Free  Bond  Fund  with  a  minimum  initial 
investment  of  only  $1,000  or  more.  If  you 
would  like  more  information,  well  be  glad 
to  send  you  our  free  brochure  and  a 
prospectus.  Just  fill  out  the  coupon  below. 
Or  call. 

TOLL  FREE  (800)  453-2400 
(Day  or  Night) 

If  you  have  a  specific  question 
you'd  like  answered,  call: 

TOLL  FREE  (800)  221-5348 
(During  Business  Hours) 

New  York  State  Residents  with 
specific  questions,  call  collect: 
(212)  825-4000  (During  Business  Hours) 


Oppenheimer 

Tax-Free  Bond  Fund 

Oppenheimer  Tax-Free  Bond  Fund.  Inc. 
Dept.  I-7-F,  One  New  York  Plaza 
New  York  10004 

Name  


Address, 
City  


_State_ 


Zip 


Telephone- 


For  more  complete  information,  including  all  charges  and  ex- 
penses, please  write  or  call  for  a  free  prospectus.  Read  it  ^re- 
|   fully  before  you  invest  or  send  money. 

"May  be  subject  to  State  and  Local  taxes. 


Money  And  Investments 


points  higher.  The  15s  loss  would  be 
covered  by  the  3/8-point  profit  in  the 
underlying  security— less  commissions. 

A  hitch:  Option  premiums  are  cur- 
rently hovering  around  a  historic  low, 
since  the  option-writing  game  is  get- 
ting   crowded.    Colonial,  however, 


will  stay  away  from  the  more  exotic- 
types  of  option-playing  like  puts, 
spreads,  butterflies,  strips,  straps  and 
straddles.  It  will  not  write  any.  "naked 
options"— options  on  stocks  the  fund 
doesn't  own.  "This  is  an  income-pro- 
ducing fund,"  says  McCue.  "It's  meant 


". . .  Potential  investors  would  do  well  to  remember  that 
options  have  generally  proved  to  be  a  better  business 
for  brokers  than  they  have  been  for  investors  . . ." 


thinks  there  is  still  good  money  to  be 
made.  "We  think  we  are  approaching 
a  floor  on  option  prices,"  says  Gerard 
A.  McCue,  chief  trader  for  Colonial. 
"By  diversifying,  buying  some  stocks 
that  have  high-premium  options  be- 
cause of  the  risk  involved,  such  as 
Digital  Equipment  Corp.  and  some 
that  have  relatively  low  premium  op- 
tions like  General  Foods,  we  think  we 
can  achieve  a  10%  to  12%  current  re- 
turn per  year.  This  means  we  need  a 
gross  annualized  return  of  15%  to 
16%— 3%  to  4%  of  which  we  expect 
from  dividends. 

Though  McCue  is  an  old  hand  at 
the  options  game,  he  says  the  fund 


to  be  conservative." 

Perhaps.  In  the  long  run,  though, 
no  matter  how  conservative  the  idea, 
success  depends  on  how  well  man- 
agement judges  the  market. 

The  idea  behind  Money  Market/ 
Options  Investment  Inc.  is  quite  dif- 
ferent. It  is  so  constructed  as  to  limit 
options  purchases  to  a  10%  maximum 
of  the  fund's  net  assets  at  the  start  of 
each  six-month  investment  period. 
The  remaining  90%  of  assets  go  into 
high-grade  money  market  instruments. 
Since  options  values  fluctuate  accord- 
ing to  the  price  movements  of  their 
underlying  stocks  and  the  time  re- 
maining before  their  expiration  date, 


The  Fund 


flat  markets  or  slight  downtrend  mar 
kets  work  to  the  disadvantage  of  tht 
option  buyer. 

The  fund,  assets  $5  million,  ij 
run  by  36-year-old  Eric  J.  Seff,  an  op 
tions  buff  with  strong  credentials  it 
arcane  areas  of  mathematics.  Seff  ha 
spread  the  options  out  over  some  101 
stocks  in  11  industry  groups.  He  use 
formulas  developed  by  MIT  and  Uni 
versity  of  Chicago  securities  experts  t« 
ferret  out  undervalued  options.  H< 
chooses  intermediate  and  long-term 
options  in  order  to  minimize  turnove 
and  save  commission  fees. 

Despite  his  caution,  the  fund  i 
down  4.1%  in  its  first  nine  months 
(ended  Jan.  31),  to  $16.96  per  share 
All  of  the  loss  comes  from  the  option! 
part  of  the  portfolio.  According  tc 
Seft's  charts,  the  fund  is  doing  "bettei 
than  expected  in  a  flat  market."  Scant 
consolation,  that. 

Of  the  two  funds,  Colonial  would 
seem  to  have  the  better  prospects 
Writing  options  is  traditionally  the 
profitable  side  of  the  option  game 
But  potential  investors  would  do  wel 
to  remember  that  options  have  gen 
erally  proved  to  be  a  better  business 
for  brokers  than  they  have  been  foi 
investors.  ■ 
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REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
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FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
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ART 


EMPLOYMENT  SERVICES 


COLLECTORS  SERIES 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  Collectors  Series,  Dept.  FM, 
Box  7919,  Chicago,  IL  60680. 

HEALTH  INFORMATION 

HARVARD  MEDICAL  SCHOOL 
HEALTH  LETTER 

Timely,  accurate  health  informa- 
tion for  the  general  public  from  the 
faculty  of  Harvard  Medical  School. 
Six  pages  monthly.  $10/year.  Spe- 
cial bulk  rates  for  corporations 
available.  Write:  Department  F,  79 
Garden  St.,  Cambridge,  MA  02138 
or  call  617-495-5234. 


UNDER  PAID?  OVER  PAID? 

What  am  I  worth  to  this  company 
What  will  I  be  worth  to  anothi 
company  -  if  -  I  need  to  make 
change-Executive  Salary  Analyw 
booklet  lets  you  make  an  apprais 
of  your  worth  and  your  salabt 
talent.  Send  $3.95  to: 
Executive  Salary  Research  Co. 
Dept.  FC-477 

P.O.  Box  832  -  Lima,  Ohio  45802 


SHARING 


IS  CARING! 
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FAST  FACTS 
ABOUT 
FORBES 
SUBSCRIBERS 


Total  Paid  Circulation 
Top  Management 
Own  Corporate  Stock 

(Average  value  $232,000) 
Help  Make  Investment 
Decisions  for  Others 
Average  Income 
Average  Net  Worth 


650,000 
297,000 
601,250 


100 


279,500 
$52,700 
$553,600 

Source:  1976  FORBES  Subscriber  Profile,  (Don  Bowdren  Associates) 
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IUSINESS  OPPORTUNITIES 

START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

art  with  GIFTIME'S  fabulous 
lor  catalog  of  giftware  &  novelty 
ms  all  dropshipped  for  you.  No 
eking  or  shipping.  Unique  Bonus 
ian  stimulates  orders.  Free  cata- 
E  &  details  from  Giftime,  Inc., 
'pt  FB,  4700  Wissahickon  Ave., 
Philadelphia,  PA  19144, 
(215)  842-1400. 

OUSANOS  OF  BUSINESS  AND 
AL   ESTATE   PROPERTIES  FOR 

LE  by  owners  and  agents  adver- 
ed  each  month.  3  month  sub- 
iption  -  $6.  ($4.50  with  this  ad), 
tisfaction  guaranteed.  National 
siness  Opportunities  Journal, 
1449  Garnet  Ave.,  Dept.  510, 
San  Diego,  Calif.  92109. 

OK  STORE(S)  -  start  up  and  on- 
ing  services.  Approx.  $55M  in- 
iides  inventory,  site  assistance, 
nchise  fee,  fixtures,  installation 
id  training.  Pleasant,  solid  busi- 
es. Successful  associates  from 
rmont  to  California.  To  investi- 
t-te,  visit  store  near  you  and  con- 
it  Little  Professor  Book  Centers. 

33200  Capitol,  Livonia,  Ml 
150.  

I  FREE  MAIL  ORDER  COURSE 

imous  Mail  Order  "pro"  helps 
i  n/women  gain  fast  start  in  Mail 
ner-World  Trade  home  business. 

low  same  plan  that  made  him 
illions.  Big  earnings  in  profitable 
pby  or  retirement  project.  Write 
'  free  course.  No  obligations: 

L.  Mellinger,  Dept.  E1596,  Wood- 
fid  Hills,  CA.  91367.  

EXECUTIVE  MERCHANDISE 
AND  GIFTS 


Your 
organization 
name  or  logo 
woven  into 
the  finest 
polyester 
ties.  An 
ideal  gift 
for  any 
occasion. 


PER  TIE 

360  pc.  min. 
smaller  quan.  also  avail 
colo#-fefochure  available 


Tour  Own 
Corporate  Neckwear 

ih  From  the  world's  largest  neckwear  manufacturer 
I  Phone  or  write  Mr.  Sokel.  RANDA  NECKWEAR 
Jpire  State  Bldg.,  N.Y.,  N.Y.  10001  (212)  244-7041 


EXECUTIVE  PINBALL 

jthentic  Japanese  Pachinko  Ma- 
ne. Actual  gambling  machine 
rm  Tokyo  Ginza  casino.  Expertly 
[onditioned.  Bells  ring.  Pays  off 
(steel  balls.  Ideal  for  home  game 
>m.  About  3  ft.  tall.  300  balls 
!  luded.  Two  week  return  privi- 
le.  Purchase  direct  at  $59.95. 
eck,   Master  Charge  or  Bank- 
lericard.  Delivery  additional  .  .  . 
Pachinko  House  Imports,  Inc. 
|    3410  Clairmont  Road,  N.E. 
Atlanta,  Georgia  30319 

IGM'T  &  SALES  MEETINGS 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details.  AA  Oil  & 
Gas  Inc.,  2051  East  Camelback 
Road,  Phoenix,  Arizona  85016.  (602) 
955-7600. 


Use  Gold  in  Daily 

Business  Transactions 

Write  Today  for 
Free  Information 
Gold  Standard  Corp. 
Suite  6, 1129  West  41st  St. 
Kansas  City,  Mo.  64111 

DIAMONDS 

EMERALDS 
RUBIES 

SAPPHIRES 

Quality  stones  for  investment  at 
very  reasonable  prices.  All  dia- 
monds are  sold  with  a  quality 
analysis  report  from  the  world's 
leading  grading  laboratory 

DERS  CALIFORNIA 

16901  Algonquin,  Huntington  Beach, 
California  92649  (714)  846-3143 

ROCKY  MOUNTAIN  OIL  STOCKS 
SPECIALIST 

We  specialize  in  low-priced 
over-the-counter  Energy  issues, 
for  FREE  BROCHURE 
Telephone  or  Write: 
RALPH  NEWTON,  President 
Mountain  Pacific  Investment  Co. 
3613  West  Bowles  Ave. 
Littleton,  Colorado  80123 
Tel  (303)  795-6556 

AUTOMOBILES 

SAVE  UP  TO  $2000  ON  NEW  CARS 

Your  Detroit  Connection  offers  new 
1977  luxury  (and  other)  vehicles  at 
Detroit  prices  and  freight  to  save 
you  up  to  $2000.  Full  factory  war- 
ranty. Free  Metro  Airport  pickup  at 
delivery.  Send  make  and  model  de- 
sired for  firm  quotation  to:  BONDED 
BROKERS,  2547-S  Monroe  Blvd., 
Dearborn,  Michigan  48124. 

CONVENTION  PRODUCTIONS 


The 

Experienced 
"Meetings  People" 

Producers  ol  Successful  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  *  Films  •  Dramatizations 
•  Entertainment 

iA/P 

Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washington  • 
Atlanta  •  Houston  •  San  Francisco 


PEACH  THE  AFFLUENT  IN 

FORBES  CLASSIFIED 
One  out  of  every  13  FORBES 
subscribers  is  a  millionaire 


MANUFACTURERS' 
REPRESENTATIVES 

UNITED  ASSOCIATION 
MANUFACTURERS'  REPS 

•  We  maintain  profiles  on  hundreds 
of  professional  representatives  in 
all  fields.  U.S.  and  foreign  coun- 
tries. No  charge  service  tc  manu- 
facturers. •  Monthly  Newsletter, 
Tax  Letter,  Bulletins,  and  many 
special  benefits  for  reps  and  manu- 
facturers. Details:  808  Broadway, 
Dept.  9  Kansas  City,  Missouri  64105 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter.  Dept.  178A 
23573  Prospect  Avenue,  Farming- 
ton,  Michigan  48024. 

TRAVEL 


JIRAVilAIAL 

I  NO  lOWERIPRICES  available  anywhere/  I 


No  Obligation 
■Available  Exclusively  Through 
]T/Q  TRAVEL 

I  111  West  57  St  .New  York  10019  1  97  Trinity  Place 
1(212)588-5130-1516)487-9044    I  Ne.  York  NY  100061 
k(600)  221-7380  except  NY  State  I  Tel:  267-2 


REAL  ESTATE 


WINDJAMMER  CRUISES 

Sail  With  Us  Aboard  The  Topsail  Schooner 
"BILL  OF  RIGHTS" 

Sun,  Fun.  New  friends, 
Good  food.  Romantic  Islands 
Southern  New  England 
USCG  APPROVED 
$305  /wk  $150  /  wked  all  exp. 

Tel.  401  -724-781 2,  write  Box  477-F,  Newport.  Rf  02840 


•k  SAVE  UP  TO  50%  -  at  hundreds 
of  nationally  known  hotels  and  mo- 
tels in  over  200  cities.  A  necessity 
for  the  once  a  year  traveler  as  well 
as  the  frequent  business  traveler. 
Write  for  information: 
INTERNATIONAL  TRAVEL  CARD 
P.O.  Box  716.  Dept.  41 
Binghamton,  NY  13902 
(607)  722-2177 


GOOD  DEALS 

On  Low  Cost  Charter  Flights  and  Tours 

Subscribe  to  the  only  charter  magazine 
for  the  traveling  public.  Published  6  times 
a  year,  each  issue  of  GOOD  DEALS  lists 
5000  to  6000  CAB  approved  and  bonded 
charter  and  tour  departures  to  more  than 
50  U.S.  and  overseas  destinations.  Dates, 
airlines,  hotels,  prices,  etc.  plus  editorial 
features  on  destinations  and  how  to  get 
the  most  out  of  every  travel  dollar  you 
spend.  Mail  check  for  $9.00  (annual  sub- 
scription) to:  GOOD  DEALS,  Dept.  F.M. 
1116  Summer  St.,  Stamford,  CT  06905. 


PERSONAL  SERVICES 

Divorce  24  Hours 

Mutual  or  contested  actions,  low 
cost,  Haiti  or  Dominican  Republic. 
For  information  send  $3.75  for  24- 
page  booklet/postage/handling  to: 
ODA,  P.O.  Box  5.  Hyattsville,  Mary- 
land 20781,  USA.  Suburb  Washing- 
ton, D.C.  (301)  559-2342.  Worldwide 
service.  Dr.  von  Goihman. 


fill  RELOCATING? 


or  want  to  buy  or  sell 
a  home  anyplace  in  the 
USA?  For  time  saving  courteous 
service,  call  our  toll  free  Hotline 
number: 

1-800-325-3777 

In  Missouri  Call  Collect:  314/389-111  1 

REALTORS:  Exclusive  low  cost 
Realty  USA  franchises  available 
for  some  areas. 
Call  or  write  for 


details 


FDRBES:  CAPITALIST  TOOL 


FREE  CATALOG 

Big,  Free  Summer  1977  Catalog  de- 
scribes and  pictures  more  than 
2,500  farms,  ranches,  acreages, 
recreational  properties,  businesses, 
town  and  country  homes  in  39 
states  coast  to  coast!  Please  spec- 
ify type  and   location  preferred. 

UNITED  FARM  AGENCY 
612-YW.47th,KansasCity,MO  64112 


Looking  for  dramatic  capita1  appreciation7 

INVEST  IN  CANADIAN 
ACREAGE  from '47  AN  ACRE 

A  12.-year  record  of  excellent  per- 
formance to  Investors:  Participate 
for  potential  profits. 


ONE  YEAR  EXCHANGE  PRIVILEGE 


Free  catalogue  write: 

CANADIAN  ESTATE  Dept,  fob 
286LawrenceAye.W.Toronto,Ont. Canada  M5M3A8 


2466  Acre  OKLAHOMA  RANCH 

800  cow  operating  ranch  with  beau- 
tiful building  sites  for  future  sub- 
division. Near  Jr.  College.  Improved 
pastures,  Paved  roads,  Trees.  Leasee 
will  stay.  Brokers  invited.  Other 
farms  and  ranches  listed. 

GREEN  PRIDE  REALTY,  Rt.  1, 
Seminole,  Okla.  74868, 
(405)  382-5533. 


280  ACRES  for  $4,950.00 

Large  sprawling  property  ideal  for 
cattle  ranching,  investment,  and    *  » 
homestead  ing.  In  Paraguay,  {con- 
sidered by.  investors  "The  Switzer- 
land*' ol  South  America).  Tax  J 
benefits  for  cattle  ranching!  For  * 
details  and  terms  write :  M  Lee  \¥\s 
Dept  FB  286  Lawrence.  Ave.  W.  *f 
Toronto;  Ont,  Canada. M5M  3A8 


WEST  CENTRAL  FLORIDA 

Bar/Lounge/Package  Store/Living 
quarters.  Approx.  2  A.,  major  US 
Hwy.  5  COP  Liquor  license. 
$334,000.  Terms.  Contact: 

Ruth  NEW-LANDS  Inc. 
Reg.  Real  Estate  Broker 
Hwy.  50  E.,  P.O.  Box  536,  Brooks- 
ville,  FL.  33512.  Office  (904)  796- 
4905.  Aft.  Hrs.  (904)  796-4058.  Free 
Brochures 

ARIZONA  - 
SOUTHEAST  CATTLE  RANCH 

19,060  acres,  8,840  deeded,  good 
roads,  well  watered,  modern,  high 
appreciation  potential,  $979,000, 
Half  interest  partnership  possibil- 
ity. Other  Arizona  Farms*  Ranches. 

ROOKER  REALTY,  Inc. 
FAYE  LUKENS,  4884  E.  Broadway, 

Tucson,  AZ,  85711. 
(602)  881-4884  or  (602)  885-0144. 
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TL.  ■  ,         on  the 

I  hOUghtS  . . .  Business  of  Life 


To  avoid  criticism 

do  nothing,  say  nothing,  be  nothing. 
Elbert  Hubbard 


An  unaspiring  person  believes 
according  to  what  he  achieves. 
An  aspiring  person  achieves 
according  to  what  he  believes. 
Sri  Chinmoy 


Patience  is  a  necessary 
ingredient  of  genius. 
Benjamin  Disraeli 


Uncertain  ways  unsafest  are, 
and  doubt  a  greater 
mischief  than  despair. 
John  Denham 


Restlessness  and  discontent  are 
the  first  necessities  of  progress. 
Thomas  A.  Edison- 


How  poor  are  they,  that  have  not 
patience!  What  wound  did 
ever  heal  but  by  degrees? 
William  Shakespeare 


Employment  is  nature's  physician, 
and  is  essential  to  human  happiness. 
Galen 


Things  may  come  to  those 
who  wait,  but  only  the  things 
left  by  those  who  hustle. 
Abraham  Lincoln 


Have  patience,  remembering  that 
everything  ivorth  building 
costs  much  expenditure  of  zeal 
and  effort  and  sweat.  Also 
have  faith  and  never  for  a  moment 
doubt  your  ability  to  do  the 
thing  you  really  want  to  do. 
B.C.  Forbes 


Time,  that  aged  nurse, 
rocked  me  to  patience. 
John  Keats 


Lay  hold  of  today's  task  and  you  will 
not  depend  so  much  upon  tomorrow's. 
Seneca 


So  convenient  a  thing  it  is 
to  be  a  reasonable  creature, 
since  it  enables  one  to  find  or 
make  a  reason  for  everything 
one  has  a  mind  to  do. 
Benjamin  Franklin 


Fortune  pays  sometimes 
for  the  intensity  of  her 
favors  by  the  shortness 
of  their  duration. 
Baltasar  Gracian 


The  road  recedes 
as  the  traveler  advances, 
leaving  a  continuous  present. 
Richard  Le  Gallienne 


If  one  advances  confidendy 

in  the  direction  of  his  dreams, 

and  endeavors  to  live  a  life 

which  he  has  imagined,  he  will  meet 

with  a  success  unexpected 

in  common  hours. 

Henry.  David  Thoreau 


Being  able  to  do  something  well 
is  one  of  life's  great  joys. 
Frank  Tyger 


The  desire  not  to  be  anything 
is  the  desire  not  to  be. 
Ayn  Rand 


The  gem  cannot  be  polished 
without  friction,  nor 
man  perfected  without  trials. 
Chinese  Proverb 


It  takes  a  lot  of  staying 
power  to  go  very  far. 
Arnold  Glasow 


Remember  that  today  is 

your  opportunity. 

Tomorrow  is  some  other  fellow  's. 

William  Feather 


All  may  do  what  has 
by  man  been  done. 
Edward  Young 


The  real  trouble  with  this 

world  of  ours  is  not  that  it  is 

an  unreasonable  one.  The  trouble 

is  that  it  is  nearly  reasonable, 

but  not  quite. 

Gilbert  K.  Chesterton 


More  than  3,000  "Thoughts/'  in- 
dexed by  author  and  subject,  arc 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text  .  . 


Sent  in  by  Douglas  Williams,  Knoxville, 
Tenn.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


As  the  partridge  sitteth  on  eggs,  and 
hatcheth  them  not;  so  he  that  getteth 
riches,  and  not  by  right,  shall  leave 
them  in  the  midst  of  his  days,  and 
at  his  end  sliall  be  a  fool. 
Jeremiah  17: 11 
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h  technology  is  our 
oasic  strength.  We  make  it 
work  in  many  ways. 


Power.  197  airlines  around  the  world  depend  on  jet  engines 
from  our  Pratt  &  Whitney  Aircraft  Group  In  peak  periods, 
nearly  1 500  of  their  aircraft  make  some  20.000  take-offs 
in  a  single  day. 


Engine  tes 


Systems.  With  the  Autosense®  engine  analyzer  from  our 
Hamilton  Test  Systems,  mechanics  can  provide  a  computer 
printout  that  not  only  shows  what's  wrong  with  a  car.  but 
confirms  that  all  repairs  have  been  made 


SALES  IN 
BILLIONS 


EARNINGS  IN  $157,4 
MILLIONS 


$5.2 


$3.3 


$3.9 


$2.3 


$2.0 


Industrial.  In  Fairiane.  a  new  community  in  Dearborn.  Mich  . 
five  glass-walled  Otis  elevators  travel  13  stones  through  the 
inner  court  of  the  Hyatt  Regency  hotel  Every  nine  days.  Otis 
moves  the  equivalent  of  the  world's  population 


72      73      74      75      76         72      73      74      75  76 


Crowning  five  years  of  achievement,  our  1976  sales  and 
earnings  were  at  record  highs  Since  1972,  sales  have 
increased  by  155%  and  earnings  by  211%. 


UNITED 

TECHNOLOGIES 

Prat'  &  Whitney  Aire       roup  •  Otis  Group  •  Essex  Group  ■  Sikorsky  Aircraft  •  Hamilton  Standard 
Power  Systems  Division  •  Norden  •  Chemical  Systems  Division  •  United  Technologies  Research  Center 
Uni    i  Technologies  Corporation,  Hartford,  Conn.  06101. 

Tune  in  Sundays  to  MEET  THE  PREbS  on  NBC-TV -sponsored  by  United  Technologies  Corp. 


The  Volvo  265  station  wagon  was 
j  igned  with  the  knowledge  that  in 
I  ition  to  carrying  your  possessions,  a 
si  ion  wagon  also  carries  you. 

And  you  shouldn't  have  to  put 
u  jvith  a  station  wagon  that's  a  bore 
I  Irive. 

So  in  addition  to  75  cubic  feet  of 

1  go  space  in  the  back  (rear  seat 

[( led),  the  Volvo  265  comes  with  2.7 
ii  rs  of  fuel-injected  V-6  engine 
u  front. 

In  high-speed  passing,  the  Volvo 

2  —with  its  4-speed  transmission— 
s  passes  a  BMW  320i  sports  sedan. 

You  also  get  power  disc  brakes 
o  all  four  wheels.  Hit  them,  and  the 
\  vo  265  (even  with  maximum  load) 
s  ps  in  about  the  same  number  of  feet 
aiBMW320i. 

The  Volvo  265  comes  with  rack 
a  I  pinion  steering  for  precise,  respon- 
5  ;  handling.  And  an  advanced  sway- 
t  suspension  system  that  keeps  the 
v  gon  steady  and  level  even  when 
y  i're  whipping  through  hairpin  turns. 


A  STATION  WAGON 
THAT  REALLY  MOVES. 


Even  parking  the  Volvo  265  is  a 
1 1  asure.  Despite  the  room  inside,  it's 
I  bigger  outside  than  a  Volvo  sedan. 
.  i  d  when  it  comes  to  turning  circle,  it 
b  the  inside  track  on  cars  like  BMW, 
rvette  and  the  Datsun  280Z. 

You  can  also  take  comfort  from 
:  fact  that  the  Volvo  265  is  perhaps 


the  most  comfortable  station  wagon  on 
the  road.  Air  conditioning  is  standard 
equipment.  As  are  Volvo's  famous 
orthopedically-designed  bucket  seats. 
You  also  get  power-assisted  steering, 
and  your  choice  of  automatic  transmis- 
sion or  4-speed  manual  with  overdrive 
...all  at  no  extra  cost. 


So  if  you're  looking  for  a  luxuri- 
ous station  wagon  that  performs  like  a 
sports  sedan,  come  in  and  take  a  look 
at  the  Volvo  265. 

It's  the  kind  of  station  wagon 
you'll  appreciate.  Even  when  the  only 
thing  it's  moving  from  one  place  to 
another  is  you. 


The  car  for  people  who  thin* 
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Nobody 
turns  COM  data  into 
business  decisions 

the  way  3M  can. 


Only  3M  Beta  System  offers  pro- 
grammable COM  with  the  big  plus 
of  business  graphics-to  make 
your  COM  output  more  useful  to 
your  company's  decision  makers! 

With  3M  Beta  COM,  you  make 
data  easier  to  interpret,  decisions 
easier  to  make  in  either  of  two 
ways: 

Highlight  the  data.  The  3M  Beta 
System  gives  you  underlines, 
italics,  bold  face,  8  different 
character  sizes  through  simple 
operator-entered  instructions.  No 
host  computer  modification 
needed! 

Graph  the  data.  Reduce  complicat- 
ed numbers  to  easy-to-scan  pie 
charts,  graphs,  tables.  The  3M 
Beta  System  includes  the  software 
needed  for  graphic  presentation 
of  data. 

But  making  business  decisions 


BETA 

Systems 


easier  is  only  the  first  step.  Beta 
System  makes  your  job  easier, 
too.  From  software  innovations  to 
installation  and  operator  training 
programs  to  field  and  home  base 
service  nobody  offers  you  the 
unique  total  system  support  ap- 
proach 3M  can. 

So  whether  you're  interested  in 
business  graphics  or  want  to  move 
up  to  programmable  COM,  move 
COM  in-house  or  expand  your  op- 
eration, let  3M  show  you  the  way. 
Call  your  local  3M  Business  Prod- 
ucts Center  or  write  Microfilm 
Products  Division,  3M  Company, 
St.  Paul,  MN  55101. 


For  entry-level  COM,  let  3M  show 
you  "LBR"-the  only  totally  dry 
COM  and  the  most  convenient 
way  to  record  computer  data  on 
105mm  microfiche. 


Better  microfilm     g  nri 

systems  start  here...  H  COMPANY 


Almost  every  television 
tube  made  in  the  United 
States  Is  annealed  in 
a  Surface  lehr. 
Surface  custom- 
designs  glass  lehrs 
for  automotive  wind- 
shields, glass  containers 
and  fine  crystal. 


The  new,  Duo-Flo®  oven  from  Ross  Air  Systems  Division  reduces  energy  consump- 
tion in  the  drying  of  beverage  cans  by  up  to  80%.  Reduction  in  oven  maintenance 
costs  is  equally  dramatic. 


Our  Surface  Division  is  now  demonstratl 
dramatic  new,  high  temperature, 
incineration  processes  which  convert 
highly  toxic  chemicals  into  environmental 
safe  substances. 


Capital  Goods  heat  technology  sparks 
Midland-Ross  growth  and  profit. 


The  addition  of  Stein-Surface  in 
Europe  made  Midland-Ross  the 
world  leader  in  high  temperature 
industrial  furnaces  and  heat 
treating  equipment.  Now  we're 
using  our  knowledge  of  heat 
technology  to  spark  growth  in  new, 
widely  diverse,  capital  goods 
markets.  That's  the  Midland-Ross 
idea:  develop  a  leadership  position 
and  build  on  it. 


We're  doing  the  same  thing  in  our 
other  basic  businesses:  electrical 
products,  mechanical  controls  and 
steel  castings.  Our  overall  growth 
in  these  businesses  has  exceeded 
the  rate  of  spending  in  the  markets 
we  serve. 

Our  plan  is  working  well.  In  1976 
Midland-Ross  achieved  record,  net 
income  for  the  third  consecutive 
year.  Quarterly  dividends  have 


GflDEQ/MS 


increased  four  times  in  two  yea 
100%  since  1974.  We've  becom 
an  exciting  company  in  product 
technology  and  return  to  invest! 
We're  on  the  move,  indicators 
point  to  another  strong  perforJ 
mance  in  1977.  If  you  would  lik< 
to  know  more,  drop  us  a  note. 
Midland-Ross  Corporation, 
Dept.  LG,  55  Public  Square, 
Cleveland,  Ohio  441 13. 


EMERY  EVEN  GOES 
NOWHERE  FAST. 

One  of  the  things  thats  helped  us  get  on  the  map  is  the  fact  that  we  go  all  over  the  map. 
Not  just  to  places  like  New  York,  Chicago,  LA,  London  and  Paris,  either.  But  to  places  like 
Wenatchee,  Norrkoping,  Jiggalong  and  Gila  Bend. 

In  fact,  a  lot  or other  air  freight  companies  wouldn't  lower  themselves  to  serve  some  of  the  33,000 
communities  we  serve  by  air,  sea,  truck,  bike  and  what  not. 

What's  more,  were  now  using  our  own  planes,  in  addition  to  the  major  and  minor  airlines, 
charters  and  commuters  we've  always  used.  So  not  only  can  we  go  to  more  places  than  anyone  else, 
we  can  even  go  to  places  we  could  never  go.  And  we  can  give  cities  like  Boston,  Houston,  Utica,  Miami 
Charleston.and  others,  die  kind  of  overnight-deadline  delivery  service  they've  been  missing. 

Whenvpu  have  something  that  has  to  move  somewhere  fast,  even  if  EMEFIM 
that  somewhere  is  nowhere,  call  the  people  who  go  everywhere.        yj^      r^rce  m  freight. 
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During  much  of  1976  there  smol- 
dered in  our  shop  a  good  deal  of 
tension  between  me  and  Staff  Writ- 
er David  Warsh.  What  we  were 
contending  was:  What  are  the 
limits  of  journalism?  I  took  the  con- 
ventional view:  that  one  investi- 
gates events  and  what  important 
people  are  saying  and  doing.  Warsh 
took  a  more  sweeping  view:  that 
journalistic  skepticism  should  ex- 
tend to  the  world  of  ideas  as  well 
as  to  events  and  people,  and  that 
ideas  should  be  followed  to  their 
source— in  books  as  well  as  in  the 
"real  world."  Today's  journalist  will 
spend  months  proving  that  a  presi- 
dent or  a  general  or  a  politician  or 
a  businessman  is  sinning  or  blun- 
dering. But,  as  Warsh  put  it:  "No 
one  believed  that  journalists  could 
tackle  the  big  thinkers  as  well  as 
the  great  doers." 

It  all  started  when  we  were  dis- 
cussing how  Forbes  should  cover 
inflation.  What  really  caused  it? 
How  do  you  cure  it?  Neither  Warsh 
nor  I  was  satisfied  with  what  other 
people  were  printing  on  the  sub- 
ject. Warsh  was  possessed  with  a 
determination  to  find  an  answer  of 
his  own.  "Only  a  better  theory  re- 
places an  existing  theory,"  he  would 
—no  kidding— shout.  I  resisted, 
arguing  that  this  was  not  reporting 
but  advocacy.  After  nearly  30  years 
in  journalism,  15  years  as  editor  of 
Forbes,  I  thought  I  knew  what 
journalism  was.  I  was  wrong. 

Watching  an  old  Clark  Gable 
movie  on  the  late  show  one 
night,  Warsh's  collaborator,  Law- 
rence Minard,  had  an  inspiration: 
The  movie,  unconsciously,  had 
grasped  an  essential  fact  of  eco- 
nomics all  the  great  minds  had 
overlooked.  In  a  rough,  movie- 
Western  way,  the  film  was  talking 
about  the  public  sector  versus  the 
private  sector,  and  in  terms  of  the 
prices  of  beans.  Bowled  over  by 
the  elegant  simplicity  of  the ,  con- 
cept, I  surrendered.  On  Nov.  15, 
1976  we  published  one  of  the  long- 
est single  articles  that  has  ap- 
peared in  Forbes  in  recent  years. 
It  was  entitled:  "Inflation  Is  Now 
Too  Serious  A  Matter  To  Leave  To 
The  Economists."  It  contained  that 
new  theory:  "Inflation"  became 
diffusion;  and  its  root  cause  is  social 
complexity,  not  quantity  of  money. 

Would  Forbes  readers  bother  to 


read  such  a  long  article  on  so  seei 
ingly  arcane  a  subject  as  inflatii 
theory?  Within  a  few  days  of  pu 
lication  the  letters  began  pourii 
in;  they  pour  in  still— more  than  < 
months  later.  So  many  people  ask< 
for  reprints  that  we  violated  o 
own  rule  and  made  20,000  reprir 
—for  sale.  They  sold  out. 

We  were  delighted  when 
were  notified  a  couple  of  weeks  a| 
that  the  article  had  won  the  Gera 
Loeb  Award  in  the  national  mag 


Forbesmen  Warsh  And  Minard 

zine  field  for  1976— beating  out  ; 
other  business  and  newsmagazin 
for  the  honor.  (The  award  hi 
been  called  the  Pulitzer  prize  \ 
business  journalism.)  The  your 
writers  were  cited  for  "the  highe 
standards  of  reporting  and  interpr* 
tation  of  news  of  business,  inves 
ment  and  finance." 

Warsh,  33  (and  just  married), 
a  graduate  of  Harvard  College, 
veteran  of  Vietnam  and  of  a  dozd 
years  of  reporting  for,  among  ot 
ers,  Chicago's  City  News  Bureai 
Pacific  Stars  &  Stripes  and  New 
week.  Minard,  27,  has  reported  f< 
Forbes  for  the  past  two  years  an 
is  a  doctoral  candidate  in  economii 
at  the  New  School  for  Social  Ri 
search.  In  their  collaboratio; 
Warsh  played  the  probing,  pushin 
questioning  role,  while  Minard  w; 
the  trained  but  restless  economij 
who  told  him  where  to  look,  againi 
whom  Warsh  had  to  defend  an 
modify  his  ideas.  It  was  an  ui 
orthodox  but  fruitful  partne: 
ship.  Congratulations,  David  a: 
Laury.  Thank  you,  Loeb  Aw 
judges. 

—James  W.  Michaels,  Edit 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


6 


FORBES,  JUNE  15,  197 


SearsRoadHandler  . 

15%  better  wet  cornering  traction 
tharfTheTireThat  Beat  The  Raja." 


HOW  SEARS  ROADHANDLER 
SETA  NEW  WET  TRACTION  RECORD 
FOR  SEARS  TIRES. 

When  it  rains,  the  most  important  feature 
ny  tire  can  deliver  is  traction. 

And  RoadHandler  delivers. 

It's  designed  with  many  wet  traction 
nprovements  over  the  original  Sears 
iteel-Belted  Radial. 

For  starters,  five  rows  of  grooves  instead 
f  four  give  water  more  outlets.  So  there's  less 
Possibility  of  hydroplaning  —  skidding  on  the 
hin  film  of  water  that  builds  up  between  the 
ire's  surface  and  a  rainy  road. 


Other  wet  driving  improvements: 

•  RoadHandler  has  six  rows  of  tread 
rather  than  five,  12.5%  more  rubber  comes  in 
\lrm  contact  with  the  road. 

•  RoadHandler  has  a  10%  deeper 
read  for  better  wet  traction. 

•  RoadHandler  has  15%  better  wet 
cornering  traction  as  determined  under 
barefully  controlled  laboratory  conditions. 

WET  TRACTION  ISNT  THE 
ONLY  WAY  SEARS  BEST  STEEL-BELTED 
RADIAL  PROVED  ITSELF. 

With  40,000  miles  of  relentless  day  and 
night  driving  already  behind  them,  a  set  of  four 
Sears  RoadHandlers  took  on  and  tamed  the 
:rugged  2,000-mile  route  of  the  old  Pony  Express. 

Afterward,  this  same  set  of  Sears  tires 
not  only  passed  but  exceeded  every  Federal 
Safety  Standard  for  new  tires. 

Even  when  laboratory  engineers 
subjected  these  Sears  RoadHandlers 


to  thorough  X-Ray  examination,  not  a 

single  tire  failure  of  any 

kind. 

Anywhere. 


1   2    3  4   5  6 
SearsRoadHandler. 

13%  WIDER  TREAD. 
9  DEEPER  TREAD  (Af  CENTER 

EXTRA  TREAD  ROW. 

■  i  *  mi 


Tire  and  Auto  Centers 


and  Catalog. 

"Straight  talk,  good  values 
and  satisfaction!" 
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Irem 


When  you  re  through 
innovating,  you're  througlfc 


Shcrrel  Burnsidc,  laser  trim  operator  at  United  Telecom's  North  Electric 
Microsystems  Division,  Deer  fie  Id  Beach,  Florida,  adjusts  the  resistance  of  a  hybrid 
circuit.  Developments  such  as  these  miniaturized  circuits  help  reduce  the  cost  of 
'  telecommunications  equipment  and  increase  its  reliability. 


United  Telecommunications.  Inc  .  P.O  Box  11315,  Plaza  Station.  Kansas  City.  Missouri  64112  United  Telecom  companies  United  Telephone 
System.  United  Computing  Systems.  North  Electric  Gimpany  New  York  Stock  Exchange  Symbol  UT  Newspaper  listing  UniTel 


When  a  person,  a  busines 
or  a  nation  stops  developing  n»  i 
ideas  and  replaces  initiative  wii 
complacency,  the  only  way  to 
is  down. 

That's  why  at  United 
Telecom  we  place  such  a  prem 
on  anticipating  and  developin 
innovative  solutions  to  Americ 
future  communications  needs. 

Through  North  Electric 
Company,  for  example, 
sophisticated  computer  switchi 
of  long  distance  telephone  cal 
just  one  of  the  inventive  ways  w 
are  striving  to  stay  ahead  of  the 
requirements  of  the  millions  o 
people  we  serve. 

We  believe  that  in  this 
ever-changing  world  any  com 
that  permits  itself  to  take  even 
short  nap  may  soon  find  it  has 
overslept. 


United  Telecom 

United  Telecommunications,  Inc  HI 

We  operate  the  United  Teleph 
System,  America's  3rd  largest. 
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 Foreign 

apensive  Talk 

'  Western  businessmen  traveling  to 
: Kuwait   (and  other  strictly  Moslem 
Middle   East  countries)    long  since 
earned  that  any  copies  of  Playboy 
<ir  Penthouse  they  bring  with  them 
rill  probably  be  confiscated  at  the 
order.  But  last  month  a  new  pub- 
cation  was   added   to  the  list  of 
ilanned  reading  matter.  London's  Fi- 
ancial  Times  is  now  off  limits  in  Ku- 
wait. The  FT,  which  carries  nothing 
"lore  risque  than  occasional  reviews 
:  F  X-rated  films,  has  offended  Kuwait's 
:  lling  family  by  speculating  on  royal 
[accession   should   the   ailing  ruler, 
;  mir  Sheik  Sabah  Al  Salem  Al  Sabah, 
ijie  or  abdicate.  Prophetically,  the  Fi- 
nancial Times  story  pointed  out  that 
L|l)yal  family  discussions,  not  to  men- 
tion speculation  about  succession,  are 
jimsitive  topics  to  be  kept  from  out- 
Uders.  Should  the  ban  last,  the  FT 
ill  probably  lose  valuable  advertis- 
ing revenue;   Kuwait  tends  to  buy 
jjrg'3  ad  sections  whenever  the  pa- 
mt  publishes  special  surveys  on  the 
iiliddle  East.  Similar  speculation  about 
Jpng  Khaled  of  Saudi  Arabia  did  not 
'  j|rovoke  a  response. 

truly  As  The  Crow  Flies 

1]  Health    authorities    in  Plymouth, 
iingland  are  fighting  soaring  medical 
psts  in  a  new  way.  They  figure  they 
JLn  save  as  much  as  $42,000  a  year 
lir  sending  urgent  medical  specimens 
|||pm  outlying  hospitals  to  the  cen- 
i  x\  laboratory  via  pigeon  instead  of 
m  taxi. 


 Business 

ntage  Financing 

Mining  what  they  consider  to  be  a 
lique  source  of  loan  demand,  bank- 
s  from  Baltimore's  Maryland  Na- 
>nal  Bank  travel  the  country  in  a 
•51  black  Cadillac  attending  auc- 
»ns  and  rallies  of  antique  and  vin- 
ge  cars— and  offering  to  finance  their 
urchase.  Loans  for  purchasing  and 
storing  these  cars  are  good  business 
ir  the  bank.  At  present,  MNB  has 
i tended  $2  million  in  lines  of  credit 
individuals  looking  for  the  car  of 
I  sir  sleepless  nights,  besides  having 
(Other  $1  million  outstanding  in  166 
ins  averaging  $6,000  per  vehicle, 
•an  deliquency  is  almost  nil,  and 
b  rates  on  these  loans,  currently 
\%,  are  1.5%  above  new  car  rates. 
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The  trick  is  evaluating  the  worth  of 
the  car  in  question— there's  no  stan- 
dard value  from  which  to  work.  MNB 
relies  on  in-house  expertise  of  one 
longtime  consumer  loan  officer  with 
an  interest  in  old  cars,  plus  that  of 
another  officer  brought  in  specifically 
for  his  knowledge  of  the  field. 

Growing  Can  Pile 

Your  neighborhood  recycling  center 
may  have  added  to  the  600-million- 
can  pile  collected  by  the  Beynolds 
Metals  Co.'s  recycling  division  in  the 
first  quarter  of  1977.  That  tidy  pile 
netted  consumer  recyclers  almost  $4.5 
million— besides  cutting  down  on  litter 
and  conserving  a  valuable  resource. 
The  26  million  pounds  collected  by 
Reynolds  reflects  a  gain  of  2  million 
pounds  over  the  same  quarter  last 
year.  Other  companies  are  also  col- 
lecting: Alcoa's  "Yes  We  Can"  pro- 
gram recycled  1.6  billion  cans  in  1976, 
while  Kaiser  Aluminum's  "Can  Do" 
reaped  another  360  million.  "Alumi- 
num beverage  can  recycling  is  no  fad," 
says  William  Hill,  Alcoa's  recycling 
manager.  "We've  recently  raised  the 
price  paid  to  can  collectors  from  15 
cents  to  17  cents  a  pound  to  better 
reflect  the  value  of  this  resource."  Re- 
cycling aluminum  saves  95%  of  the 
energy  needed  to  produce  new  metal 
from  bauxite.  Currently,  Reynolds  re- 
cycles at  a  rate  equal  to  50%  of  its 
can  output  and  hopes  one  day  soon 
to  reach  100%. 

Career's  End? 

The  report  of  the  special  committee 
of  Lockheed  Aircraft  Coip.  directors 
on  the  company's  "questionable  over- 
seas payments"  seems  to  have  had  one 
unexpected  result:  It  apparently  has 
blighted  the  prospects  of  the  two 
most  likely  in-house  candidates  to  suc- 
ceed to  the  chairmanship  when  Rob- 
ert W.  Haack  resigns,  as  expected,  in 
the  near  future.  Both  Roy  A.  Ander- 
son, vice  chairman  and  chief  financial 
and  administrative  officer,  and  Law- 
rence O.  Kitchen,  president  and  chief 
operating  officer,  were  implicated  in 
the  report  and,  said  the  committee, 
must  bear  "their  proportionate  share  of 
responsibility"  for  the  tainted  pay- 
ments estimated  at  $30  million  to  $38 
million.  Although  the  committee  con- 
cluded that  both  men  could  continue 
to  work  for  Lockheed,  company  talk 
has  it  that  the  new  top  man  will 
probably  come  from  outside  the  com- 
pany, and  quite  possibly  from  a  non- 
aerospace  background.  ■ 


Connecticut  style.  A  way  of 
life  steeped  in  tradition  as  well 
as  progress... scenic  towns, 
sophisticated  cities,  cultural 
opportunities,  entertainment, 
sports  events,  educational 
advantages . . .  style  that  attracts 
and  keeps  the  kind  of  people 
you  need.  For  more  information 
on  Connecticut's  appealing 
lifestyle  and  other  locational 
advantages,  contact,  in 
confidence,  Edward  J.  Stockton, 
Commissioner,  Suite  527, 
210  Washington  Street,  Hartford, 
CT  06106.  Tel:  (203)  566-5037. 


CONNECTICUT 

SO  MUCH,  SO  NEAR 


This  .imia/,  >ht  weiii  ii  iniilei  no  circttinstances  I"  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  bit)  any  of  their  lecnntiei 

The  offering  is  made  out)  b)  the  Prmpectus. 
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6,000,000  Shares 


Commonwealth  Edison  Company 


Common  Stock 

($12  50  par  value) 


Price  #29.625  Per  Share 


Copies  of  the  Prospectus  nut)  be  obtained  in  any  Slate  in  witch  this  announcement  it  circulated  from 
only  such  of  the  undersigned  or  other  dealeri  or  brokers  as  may  lawfully  offer  these  lecurities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  &.  Smith 

Incorporated 


BIyth  Eastman  Dillon  Si  Co. 

Incorporated 

Goldman,  Sachs  Si  Co. 
Kuhn  Loeb  Si  Co. 

Incorporated 

Paine,  Webber,  Jackson  Si  Curtis 
Incorporated 

Wertheim  Si  Co.,  Inc. 

L.  F.  Rothschild,  Unterberg,  Towbin 

Bacon,  Whipple  8i  Co. 

The  Chicago  Corporation 

ABD  Securities  Corporation 


Dillon,  Read  Si  Co.  Inc 


Hornblower,  Weeks,  Noyes  Si  Trask 

Incorporated 


Lazard  Freres  Si  Co. 

Reynolds  Securities  Inc. 


Bache  Halsey  Stuart  Inc. 

The  First  Boston  Corporation 

Drexel  Bumham  Lambert 

E.  F.  Hutton  Si  Company  Inc. 

Loeb  Rhoades  Si  Co.  Inc. 
Smith  Barney,  Harris  Upham  Si  Co. 


Donaldson,  Luf  kin  Si  Jenrette 


Lehman  Brothers 

Incorporated 


Kidder,  Peabody  &  Co. 


Salomon  Brothers 


White,  Weld  SL  Co. 

Incorporated 


Dean  Witter  Si  Co. 

Incorporated 


Shearson  Hayden  Stone  Inc 
William  Blair  Si  Company 


Blunt  Ellis  Si  Simmons 

Incorporjted 


Shields  Model  Roland  Securities 

Incorporated 


Advest,  Inc. 


A.  E.  Ames  Si  Co 

Incorporated 


Batenian  liichler,  Hill  Richards 

Incorporated 


D  un,  Kalnian  &C  Quail 

Incorporated 


F.  Eberstadt  Si  Co.,  Inc. 


A.  G.  Edwards  Si  Sons,  Inc. 


Bear,  Stearns  Si  Co. 
Warburg  Paribas  Becker  Inc. 

Alex.  Brown  Si  Sons 
Thomson  McKinnon  Securities  Inc. 
Basle  Securities  Corporation 
Daiwa  Securities  America  Inc.  Dominion  Securities  Inc. 

Eppler,  Guerin  Si  Turner,  Inc.  EuroPartners  Securities  Corporation 


Robert  W.  Baird  Si  Co. 

Incorporated 


Faulkner,  Dawkins  Si  Sullivan,  Inc.        Kleinwort,  Benson      Ladenburg,  Thalmann  Si  Co.  Inc.       I.oewi  8i  Co.      McDonald  Si  Company 

Incorporated  Incorporated 

McLeod,  Young,  Weir,       Moseley,  Hallgarten  8i  Estabrook  Inc.  The  Nikko  Securities  Co.       Nomura  Securities  International,  Inc. 

Incorporated  International.  Inc. 

Piper,  Jaffray  &  Hopwood  Prescott,  Ball  8i  Turben  R.  W.  Prcssprich  Si  Co.  The  Robinson-Humphrey  Company,  Inc. 

Incorporated  Incorporated 

Rotan  Mosle  Inc.  SoGen-Swiss  International  Corporation  Tucker,  Anthony  Si  R.  L.  Day,  Inc.  UBS-DB  Corporation 

Wood  Gundy  Incorporated  Wood,  Struthers  8i  Winthrop  Inc.  Yamaichi  International  (America),  Inc. 


Ttkm  know 
what  America  needs 
to  help  ease 
the  energy  crunch. 

But  you  need  some 
imaginative  financing 

to  get  at  it 

We'll  find  away 

Well  help  you  get  at  it.  Anywhere  in  the  the  rough  spots.  Above  and  below  ground, 
/orld.  We'll  offer  the  kind  of  financing  many 

Our  Energy  and  Mineral  Resources  Group  people  won't.  Financing  that  pays  for  itself 

overs  the  gamut.  From  coal,  oil  and  gas  to  out  of  production. 

ower  plants.  We've  put  billions  upon  We  know  your  problems.  And  how  to  solve 

dllions  of  BTU's  to  work.  them.  Consult  the  Energy  Financing  People 

We  have  people  who  can  troubleshoot.  at  Continental  Bank.  We'll  find  a  way. 
i  the  field.  Behind  a  desk.  To  get  you  through 

6St  CONTINENTAL  BANK 


231  SOUTH  LA  SALLE  STREET,  CHICAGO,  IL  60693 


Subsidiary  of  the  Worldwide  Continental  Illinois  Corporation 


TIE 

ONE  ON! 


Jewel  Home 
Shopping 
Service  did 

Anniversaries, 
dedications,  VIP 
visits,  conferences, 
awards,  promotions 
preserve  memory  and  image 
with  a  gift  of  a  luxurious 
tie,  custom  woven  with  your  logo 
or  symbol.  Ask  for  Chelsea  idea  kit. 
Phone  914-725-2040 

W^CHEISEA 

P.O.  Box  159  I  ) 

Scarsdale,  N  Y.  10583       LI  I—-'* 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $18.00 
□  3  years  $36.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  or- 
ders, add  $5  a  year;  other  foreign, 
add  $12  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


M826 


Readers  Say 


Writers  Vs.  Businessmen 

Sir:  Re  John  Leonard's  "What 
Have  American  Writers  Got  Against 
Businessmen?"  (May  15).  '  Only 
American  businessmen,  so  out  of  touch 
with  the  society  they  dominate  in  ev- 
ery way,  •  could  foster  a  paranoiac 
pique  about  whether  or  not  art  has 
rendered  them  proper  due. 

—Rod  Davis 
Austin,  Tex. 

Sir:  A  notable  exception  to  John 
Leonard's  thesis  that  "good  novelists 
ignore  the  businessman"  is  Mark 
Twain.  The  hero  of  A  Connecticut 
Yankee  in  King  Arthur's  Court  is  a 
splendid  marketer,  manufacturer, 
utility  executive  and  perhaps  the 
first  "conglomerater."  Perhaps  Twain's 
admiration  for  the  Yankee  entre- 
preneur derived  from  the  failure  of 
his  personal  ventures  into  the  busi- 
ness world. 

—James  R.  Surface 
Executive  Vice-Chancellor, 
Vanderbilt  University 
Nashville,  Tenn. 

Sir:  I  enjoyed  the  novel  Captains 
and  Kings  by  Taylor  Caldwell.  It  was 
such  a  pleasure  to  find  a  couple  of 
money-grubbing  SOBs  who  didn't 
have  any  guilt  complexes  about  how 
they  made  their  money. 

—Kenneth  Yonovitz 
West  Palm  Beach,  Fla. 


B&L  Hedges 

Sir:  Re  your  article  on  soft  contact 
lenses  ( May  1 ) .  It  is  not  in  the  best 
interests  of  Bausch  &  Lomb  or  a  pros- 
pective contact-lens  wearer  to  circum- 
vent the  ophthalmic  professions  in  the 
contact-lens  field.  To  assure  safety  and 
proper  visual  acuity,  Bausch  &  Lomb 
believes  that  an  eye-care  professional 
should  examine  the  patient's  eyes  be- 
fore and  after  fitting  contact  lenses. 
The  company  is  fully  committed  to  the 
support  of  the  eye-care  professional. 

—Daniel  G.  Schuman 
Chairman  of  the  Board 
Bausch  6-  Lomb 
Rochester,  N.Y. 

Sir:  Thank  you  profoundly  for  your 
astonishing  breakdown  of  the  soft 
contact-lens  profit  ladder  which  re- 
vealed that  they  cost  pennies  to 
make;  Bausch  &  Lomb  gets  $60  a 
pair;  practitioners  charge  $300  to  fit 
them  within  one  30-minute  span. 
As  a  foreign  resident  I  must  pay  up 
to  $400  for  similar  European  brands. 


It  is  painfully  long  past  the  time  when 
the  far  less  rapacious  opticians  should 
move  in  en  masse  to  abort  this  male 
diction  upon  the  helpless  and  hapless 
consumer. 

—Temple  Fielding 
Chairman 
Fielding  Publications 
Mallorca,  Spain 


Carter's  Noble  Experiment 

Sir:  Re  your  informative  stories 
about  nuclear  power  (May  15).  When 
will  President  Carter,  the  pragmatic 
leader,  get  a  grip  on  Preacher  Car- 
ter, the  perfect-world  idealist?  Na- 
tions not  blessed  with  bountiful  en- 
ergy resources  will  never  accept 
Preacher  Carter's  fears  about  plutoni- 
um.  Prohibition  of  fuel  reprocessing 
and  breeder  reactors  can  be  no  more 
successful  than  that  noble  but  foolish 
experiment  imposed  during  the  1920s. 

— M.  Robert  Paglee 
Moorestown,  N.J. 


Check  Up  In  Two  Years 

Sir:  Thank  you  for  your  very  nice 
Comment  ("Ed  Carlson's  Got  Himself 
A  Winner,"  Fact  and  Comment,  June 
1).  Let's  check  the  scorecard  two 
years  from  now  to  see  if  it's  Fact. 

—Richard  J.  Ferris 
President, 
United  Airlines 
Chicago,  III. 


Oil  And  Gas  Incentives 

Sir:  Your  article,  "Go  Get  It,  Fel 
lows!"  (June  1),  claims  that  Presi- 
dent Carter's  energy  program  offers 
powerful  incentives  for  producers  to 
find  and  develop  new  sources  of  oil 
and  natural  gas.  This  is  not  so  as  far 
as  natural  gas  is  concerned.  Why  is 
$1.75  a  disincentive  price?  It  is  below 
current  prices  in  the  interstate  mar 
ket,  and  it  is  below  the  current  costs 
being  experienced  by  producers,  es- 
pecially in  new  frontier  areas. 

—David  H.  Foster, 
Executive  Vice  President, 
Natural  Gas  Supply  Committee 

Washington,  D.C. 

Sir:  Mr.  Carter's  plan  defines  "new"! 
oil  as  oil  drilled  2M  miles  from  any 
historically  productive  well  (it  does 
not  even  have  to  be  currently  pro 
ductive)  or  1,000  feet  deeper  than 
any  historic  production.  New  oil  for- 
mations are  geologically  unrelated 
zones  that  are  very  likely  to  be  with- 
in the  2&-mile  and  1,000-foot  limit 
On  a  recent  survey,  4%  of  the  wells 
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Can  Old  Sol  replace  King  Oil? 


Solar  energy  is  no  longer  just 
for  the  starry-eyed.  At  this  very  mo- 
ment, solar  heating  is  cropping  up 
all  over  the  place. 

Olin  Brass  is  playing  a  big  part 
in  these  developments.  We're  one  of 
the  largest  suppliers  of  solar  ab- 
sorber panels  for  this  budding  new 
industry.  America's  first  solar- 
heated  high  school  is  using  Olin 
Roll-Bond®  panels.  In  the  first  year 
they  were  installed,  the  school 
needed  no  oil  or  electricity  to  heat 


its  five  buildings. 

Olin  Brass  also  helps  produce 
U.S.  dimes,  quarters  and  half  dol- 
lars with  our  exclusive  Posit-Bond® 
process.  Olin  alloys  are  found  in 
clocks,  computers,  TV's,  tele- 
phones. They've  even  been  to  the 
moon. 

At  Olin  Brass  we've  developed 
more  alloys  than  the  rest  of  the  in- 
dustry combined.  And  now  that  peo- 
ple are  reaching  for  the  sun,  we'll  be 
around  to  help  fuel  those  dreams.  9  9 


n  Corporation,  Stamford,  Conn.  06904 


says 


lin 


We'd  like  to  say  three 
words  about  copier 
cost  effectiveness: 


Thafs  our  lead  card.  Collated,  jogged, 
L~  tL^j  stapled,  and  stacked  sets— all  in  one  pass. 
Very  effective— with  dramatic  cost  impact—  because 
ifs  all  done  at  full  copier  speed  of  4200  copies  an  hour 
No  penalty  for  versatility 

High-volume  copying.  With  reduction,  if  you  choose, 
With  automatic  feeding  and  collating,  if  you  choose. 
Top  quality  Consistent  performance. 

Choose  what  you  need.  Hold  top  speed. 
Balance  your  cost  against  effective  results.  To  see  the 
copiers  at  work,  write:  A.  Angert,  Dept.  CD7526,  WJBk 
Eastman  Kodak  Company  Rochester  N.Y  14650. 

Kodak  Ektaprint  copier-duplicators 

More  choices.  For  a  more  cost-effective  decision. 


Completely 
finished 
sets. 


If  time  is  money, 
it  will  pay  you  to  read  this. 

Baltimore  finished  fast  in  the  recent 
Phoenix-Hecht*  Mail  Study. 

To  accelerate  receivables,  First  National  Bank  of  Maryland 
can  give  you  a  decided  advantage. 

Couple  Baltimore's  quick  mail  delivery  with  First 
National's  data  transmission  services,  complete  lockbox 
services,  and  optimum  funds  availability,  a  cash  manager 
soon  concludes  that  time  is  more  on  his  side  when  he  deals 
with  First  National  Bank  of  Maryland. 

Perhaps  that's  why  twenty-two  of  the  top  twenty-five 
Fortune  500  companies  have  a  relationship  with  us. 

For  your  review  of  the  recent  Phoenix-Hecht 

Study  (which  speaks  for  itself),  write  or  call 
Iff     Jim  Phillips  or  Jim  Robertson. 

Omnibanklno 

The  Full  Spectrum  of 
Commercial  Banking  Services 


Readers  Say 


drilled  last  year  would  qualify  as  ne 
discoveries  as  defined  by  Mr.  Carte: 
program. 

—Francis  C.  Wilson 
Secretary-Treasun 
Wilson  Oil  C 
Santo  Fe,  2V.il] 

The  $1.75  is  a  disincentive  only 
you  take  the  Texas  intrastate  marke 
Elsewhere  gas  does  not  sell  at  such 
price.  The  "frontier"  areas,  the  big  o\ 
shore  continental  shelf,  have  not  bet 
drilled  yet,  and  the  majors  are  eag 
to  get  into  them.  As  for  the  spacir 
limits,  Washington  is  considering 
different  method  to  establish  that 
reserve  is  genuinely  new— Ed. 


Contingency  Fees 

Sir:  Re  "Contingency  Lawyer  Fed 
Are  Consummately  Evil"  (Fact  art 
Comment,  May  15).  The  law  is  f<| 
all  injured  citizens— not  just  for  thoa 
who  can  afford  a  $100-per-hour  lav 
yer.  Is  the  solution  socialized  law? 

—Don  N.  Kerste 
Fort  Dodge,  Iou 


Parker  Drilling 

Sir:  You  reviewed  the  oil  and  gi 
drilling  industry  and  included  a  li 
of  drilling  contractors  (June  1).  Sha 
we  color  your  face  red  or  brown  wit 
drilling  mud  when  you  realize  yo 
omitted  the  world's  largest  public! 
held  land  drilling  company,  Park* 
Drilling.  You  did  an  article  on  Parkf 
Drilling  on  Feb.  15,  1977. 

—MM.  Feniche 
Parker  Drilling  C 
New  York,  N.] 


Thoughts  On  Art  And  War 

Sir:  You  quoted  William  Saroyan  i 
"Thoughts  .  .  ."  (May  15)  as  follows 
"Why,  for  instance,  is  it  acceptabl 
for  a  government  to  maintain  a  D< 
partment  of  War  and  not  maintai 
a  Department  of  Art?"  We  cannot,  £ 
individuals,  successfully  wage  or  pre 
vent  a  war;  the  task  must  be  don 
through  a  government.  We  can,  hoM 
ever,  successfully,  and  as  individual 
create  and  appreciate  art. 

—Michael  R.  Marcellin 
Jackson,  Micl 

Sir:  We  have  neither  a  Departmen 
of  War  nor  a  Department  of  Art.  1 
the  late  1940s  the  Department 
War  was  changed  to  the  Defense  Dt 
partment  and  since  that  time  th 
United  States  has  not  won  a  war. 

—Raymond  L.  Gra 
Jackson,  Mist 


OF  MARYLANoX 


25  South  Charles  Street,  Baltimore,  Maryland  21201,  (301)  727-4000. 

*Permission  received  from 
.   Phoenix-Hecht  Cash  Management  Services.  Inc.. . 
Chicago.  Illinois. 
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The  most  cunning  animal  in  the  forest 
is  struggling  to  survive. 

A  no1  you  think  you  're  out  of the  woods. 

With  a  diminishing  habitat  and  depletion  of  its  natural  prey, 
the  hungry  fox  is  forced  to  attack  livestock.  In  turn, 
this  animal  is  further  threatened  by  understandably  angry  farmers. 

In  industry,  too,  the  vicious  circle  spins  'round. 
But  you  can  increase  your  plant's  chances  of survival  just  by 
practicing  the  basic  principles  of  loss  control. 
And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park,  Johnston,  Rhode  Island  0291 9 


At  Grumman, 
we  make  yachts  that  fly. 


Pearson  yachts.  By  Grumman. 

Built  to  race.  And  win.  In  fact,  a 
Pearson  Invicta  was  the  first  fiberglass 
yacht  ever  to  win  the  grueling 
Bermuda  race. 

Built  to  last.  Many  Pearson 
Tritons  made  18  years  ago  are  worth 
more  today  than  their  owners  first 
paid  for  them. 

Built  to  cruise  the  wild  blue  yon- 
der of  the  ocean.  And  give  you  all  the 
comforts  of  shore. 

Built  with  the  same  dependability 
and  performance  we  put  into  every- 
thing we  make. 


From  our  aerospace  systems,  lil 
the  E-2C  Hawkeye,  the  most  advanc 
early  warning  system  in  the  sky. 

To  our  diversity  of  products.  Lii 
our  high-performance  private  and  cc 
porate  planes.  Data  Systems.  And 
solar-power  collector  panels  that  hel 
provide  energy  for  homes  and  busini 

We're  Grumman. 

We're  technology,  performance 
and  reliability. 

Grumman  Corporation,  Dept. 
WBJ,  Bethpage,  New  York  11714. 


GRUMMAN 


The  reliable  source 


2772 


Schlitz  insures 
consistent  taste  with 
a  process  no 
other  brewer  has. 


At  Schlitz,  we've  got  a 
unique  process  that  insures 
the  consistent  flavor  of  all 
the  beers  we  brew. 

Intensive  research 
pays  off. 

For  years,  our  brewmasters 
studied  fermentation,  the 
complex  action  that  creates 
beer,  and  we  developed  a 
remarkable  method  we  call 
Accurate  Balanced 
Fermentation. 

It  keeps  our  pure  culture 
yeast  in  active  suspension 
during  fermentation, 
allowing  it  to  work  more 
evenly  throughout  the  brew. 

It  also  gives  us  the  first 
opportunity  in  brewing 
history  to  bring  this  level  of 
control  to  fermentation. 


Our  patented 
process. 

No  other  brewer  has 
Accurate  Balanced 
Fermentation.  Because 
we've  got  the  patent  on  it 

What  that  means  for  yo 
is  consistent  taste.  Every 
time.  In  every  one  of  our 
brews.  And  that's  a  promise 

We  never  stop  working 
to  improve  our  brewing 
skills  at  Schlitz.  Because 
we  know  you  never  lose 
your  taste  for  quality. 


1977  Jos  Schlitz  Brewing  Company 


JOS.  SCHLITZ  BREWING  CC 

Brewers  of  Schlitz,  Schlitz  Light  Beer.  Old  Milwaukee,  Primo  and  Schlitz  Malt  Liquo 

Aworld  of  care  in  brewing 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


CHEAP  SHOT  AT  AUGUSTA  WON'T  MAKE  ANY  GREENS 


The  IRS  is  reportedly  going  after  those  corporate  of- 
ficials whose  planes  were  seen  at  the  famed  annual 
Masters  Tournament  in  Augusta,  Ga. 

Why? 

Some,  if  not  most,  customers  and  prospects  for  multiple 
corporations  were  at  this  golfers'  summit.  Countless  of 
those  in  business  or  looking  for  business  should  have  been 
in  Augusta  that  weekend  ...  or,  at  other  times,  at  the 
Kentucky  Derby,  or  the  World  Series,  heavyweight  cham- 


pionships or  the  Super  Bowl. 

On  such  occasions,  for  business,  that's  where  the  ac- 
tion is. 

Maybe  the  Internal  Revenue  Service  should  jump  on 
those  companies  whose  people  and  planes  weren't  at  Au- 
gusta—on the  sound  premise  that  they  might  well  have 
been  missing  profit  opportunities.  After  all,  it's  on  tax- 
ing corporate  profits  that  a  healthy  portion  of  the  IRS 
Take  depends. 


HOUSING  BUILDUP  ON  SOLID  FOUNDATION 


The  increase  in  housing  starts  and  sales  (the  two  have 
not  always  been  in  sync)  has  been  building  gradually  for 
a  couple  of  years.  While  the  January  jump  in  housing 
starts  was  misleadingly  large  (Forbes,  May  15,  p.  293), 
I  think  the  big  March  jump  forecasts  that  home-building 
health  will  continue  bettering  for  a  good  while  to  come. 

The  energy  problem  may  cause  a  pause  but  not  for 
long.  New  houses  will  be  better  insulated  and  built  more 
tuned  to  energy  availability— including  more  solar  gen- 
erated hot  water  for  heat  as  well  as  faucets— and  the 
quicker  that  part  of  the  Carter  energy  program  gets  on 
the  statute  books,  the  better. 

Housing  starts  slowed  when  inflation  soared.  But  now 
those  who  waited  hopefully  for  prices  to  ebb  or  stabilize 


have  come  to  learn  that  this  is  a  hopeless  hope.  The 
cost  of  shelter  will  be  more  rather  than  less  with  every 
passing  year. 

Now,  too,  there's  an  abundance  of  mortgage  money  and 
lower  down-payment  requirements— a  situation  that  didn't 
exist  a  year  or  so  ago. 

Many  of  the  many  babies  of  the  post-World  War  II 
boom  (including  some  of  our  own  five)  have  been  doing 
what  comes  naturally  and  having  babies  of  their  own,  pro- 
viding an  additional  surge  in  housing  needs. 

Finally,  the  improving  business  picture  combines  with 
all  these  other  factors  to  insure  that  home  building  should 
continue  improving  at  a  gratifying  rate. 

Most  every  segment  of  the  economy  will  benefit. 


GUTSY  KING  HUSSEIN  WILL  GET  THE  SHORT  END 


in  any  meaningful  Middle  East  settlement. 

A  "Palestinian  homeland,"  as  Carter  keeps  pointing  out, 
will  be  an  integral  part  of  any  "real"  peace.  It  will  be 
made  up  mostly  of  Jordan's  West  Bank  and  it  will  present 
more  of  a  danger  to  Jordan's  and  King  Hussein's  security 
than  to  Israel's. 

On  his  recent  trip  to  the  U.S.,  Hussein  was  our  guest 
for  a  few  hours  and  this  very  modest,  polite  monarch, 
who  has  so  far  survived  at  least  a  dozen  known  assassi- 
nation attempts,  makes  a  powerful  impression.  I  asked 


him  how  he  felt  about  having  such  a  dangerous  yet  vital 
part  to  play  if  there  was  to  be  a  real  settlement. 

In  a  tone  that  conveyed  both  courage  and  If-It's-The- 
Will-Of-Allah  Moslem  fatalism,  Hussein  made  it  clear 
that  he  would  play  his  part  if  all  the  others  involved 
—the  rest  of  the  Arab  world  as  well  as  Israel  and  the 
Americans  and  Europeans— were  willing  to  lay  it  on  the 
line,  too. 

The  Middle  East  and  the  rest  of  us  are  very  fortunate 
that  this  key  King  has  kingly  character. 
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BROWN- Y  POINTS 


It's  hard  to  know  whether  to  laugh  or  cry  over  some 
of  the  remarks  the  chief  of  the  Joint  Chiefs  of  Staff, 
General  George  Brown,  is  reported  to  have  made. 

One  sample:  "If  any  citizen  of  this  country  is  so  con- 
cerned about  his  mail  being  read  or  is  concerned  about 
his  presence  in  a  meeting  being  noted,  I'd  say  we  ought 
to  read  his  mail  and  we  ought  to  know  what  the  hell 
he  has  done." 


Another:  "I  sat  with  the  Jewish  national  leadership 
yesterday— as  strange  as  that  may  sound— for  about  an 
hour,  and  I  tell  you  I  would  hate  to  have  mentioned  that 
I  wanted  to  sell  Egypt  F-5s." 

Yet  another:  "[Congress]  seems  very  much  to  me  like 
the  man  who  is  kibitzing  a  chess  game  and  occasionally 
reaches  in  and  moves  a  piece  and  thereby  screws  it  all  up." 

When's  his  term  up,  anyway? 


YOU  WOULDN'T  BELIEVE  THE  COMMENCEMENT  AT  BABSON 


College,  founded  58  years  ago  by  Roger  W.  Babson,  god- 
father of  market  forecasting.  The  college  has  1,200  un- 
dergraduates, mostly  studying  for  B.S.  degrees,  and  1,400 
working  toward  Masters  in  Business  Administration  on  a 
most  beautiful  450-acre  campus  just  outside  Boston. 

Imagine— the  spokesmen  for  the  graduating  class,  in  their 
remarks  on  behalf  of  and  to  their  mates,  spoke  with  un- 
sneering  understanding  of  the  problems  and  the  importance 
of  business;  about  the  responsibility  of  good  management; 
about  profit  and  about  corporate  morality. 

They  were  enthusiastic  about  getting  to  work,  getting 
about  their  business  of  careers  in  business. 


As  commencement  speaker,  I  hardly  knew  how  to  talk 
to  a  group  who  understood  the  fundamentals  of  free  en- 
terprise, who  understood  that  people's  freedom  depended 
on  the  vitality  of  an  economic  system  that  is  not  a  creature 
of  government  and  bureaucracy. 

It  was  really  fun  discussing  rationally,  with  those  just- 
Bachelored  and  just-Mastered,  the  balances  required  be- 
tween energy  necessities  and  environmentalist  extremes, 
and  the  like. 

Having  had  such  a  good  time,  I  felt  a  bit  guilty  being 
hooded  and  decreed  a  Doctor  of  Journalism— a  profes- 
sion of  which  I've  seldom  been  accused  of  practicing. 


HOW  NOT  TO  TURN  DOWN  JOB  APPLICANTS 


Before  talking  to  the  student  body  at  the  top-notch 
American  Graduate  School  of  International  Management  in 
Glendale,  Ariz,  a  while  ago,  I  saw  posted  in  the  student 
center  an  array  of  letters  from  a  wide  assortment  of  com- 
panies turning  down  the  job  applications  of  some  of  those 
about  to  be  graduated. 

It's  hard  to  believe,  but  here  are  some  of  the  choicer 
sentences  that  I  extracted: 

"After  most  careful  consideration  of  your  qualifications 
and  background,  we  are  unable  to  identify  anything  you 
can  do  for  us  . . ." 


"We're  certain  you  could  be  more  useful  some  place 
else  ,  .  ." 

"You  write  you'll  visit  our  headquarters  in  Los  Angeles 
and  I  thought  before  you  spent  too  much  time  trying  to 
find  it,  we'd  tell  you  our  headquarters  are  in  Portland, 
Oregon  .  .  ." 

".  .  .  but  we're  sure  you  will  find  something  you  can  do." 
"My  conscience  doesn't  allow  me  to  encourage  you." 
"Unfortunately,  we  have  to  be  selective  .  .  ." 
"I  am  sorry,  but  because  of  the  nature  of  our  work  we 
have  to  be  more  careful  than  others  in  our  hiring .  .  ." 


DEVOTING  YOUR  WHOLE  LIFE  TO  YOUR  CHILDREN 

can  only  burden  and  then  bore  'em.  When  they're  out  of  the  nest, 
let  'em  fly.  Do  your  own  thing,  and  let  your  young  do  theirs. 

A  SOLUTION  WORTHY  OF  THE  GOVERNMENT 


A  degreed  biologist  has  been  working  on  the  problem 
of  developing  a  tomato  that  won't  turn  bad  when  unsea- 
sonable frost  or  freeze  hits.  After  much  experimentation, 

THE  REAL 

One  of  the  strongest  things  environmentalists  have  going 
for  'em  is  having  copped  that  word.  Who  the  heck  can  be, 
or  is,  "against"  the  environment? 

But  if  the  extremists  in  that  cause  keep  stretching,  when 
they're  not  breaking,  the  law  or  lawful  procedures  to 

KNOWING  ANYTHING  FOR  SURE 


is  never  possible. 
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he's  come  up  with  a  couple  of  hybrids  that  do  the  job. 

Only  one  problem  remains— these  impervious  strains  are 
also  inedible. 

POLLUTISTS 

achieve  ends  that  are  both  irrational  and  that  add  pro- 
hibitively to  costs,  they're  going  to  bring  both  a  good  word 
and  a  vital  mission  into  disrepute  (see  p.  36). 

These  hyperactivists  are  polluting  the  environment  in 
the  name  of  same. 

DREAMS 

as  often  as  not  are  the  reality. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments  

Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  mij  mind.—M.S.F. 


ISo  Gas  Via 

Unfriendly  Canada 

Apparently  the  Federal  Power 
Commission  is  not  aware  of  Canada's 
burgeoning  nationalism,  a  nationalism 
that  started  as  a  commendable  effort 
to  encourage  distinctive  Canadian  cul- 
ture and  resulted  in  economic  war 
against  American  business.  Publica- 
tions based  in  the  United  States  have 
been  all  but  banned  in  Canada.  .  .  . 

Yet  when  the  FPC  had  to  decide 
whether  to  bring  Alaskan  gas  to  the 
48  lower  states  via  a  pipeline  across 
Canada  or  in  tankers,  it  opted  for  the 
Canadian  pipeline.  Reportedly,  the  de- 
cision was  influenced  by  the  assertion 
that  the  pipeline  would  be  less  en- 
vironmentally damaging  than  the  sea 
route.  . .  . 

Whatever  Canada's  real— or  imag- 
ined—differences with  the  U.S.,  every 
effort  must  be  made  to  regain  our  for- 
mer friendly  easy  relationship.  Until 
that  goal  is  reached,  however,  the 
U.S.  cannot  permit  itself  to  be  vul- 
nerable to  the  whims  of  a  government 
that  has  acted  less  than  responsibly 


toward  us.  Our  safest  course  would  be 
to  avoid  placing  5%  of  our  natural  gas 
supply  under  what  amounts  to  for- 
eign control. 

—Walter  H.  Annenberg, 
TV  Guide 

Time  and  Price 

Clouds  of  revolution  darkened 
France's  horizon.  The  harvest  of  1783 
was  particularly  bad,  and  the  peasants 
were  on  the  verge  of  famine.  It  was 
then  that  Lafayette's  steward  at  Cha- 
vaniac  came  to  tell  him  that  the  price 
of  grain  had  risen  so  that  it  was  time 
to  sell.  Lafayette  replied:  "No,  it  is 
time  to  give  it  away." 

—Fanny  Todd  Mitchell, 
Gourmet  magazine 

When  Lawrence  Beat  Lindy 

It  was  in  this  climate  of  feverish 
adulation  for  Lindbergh  that  the  Rob- 
ert J.  Collier  Selection  Committee  met 
to  "decide  what  was  the  greatest 
achievement  in  aviation  in  America, 
the  value  of  which  has  been  demon- 
strated by  actual  use  during  the  pre- 
ceding year— 1927." 


Who  else  but  Lindbergh  could  pos- 
sibly be  selected  as  the  Collier  Tro- 
phy recipient?  The  answer  to  that 
question,  when  announced  by  the  Col- 
lier Selection  Committee,  stunned  the 
aviation  world.  The  trophy  was  unani- 
mously awarded  to  Charles  L.  Law- 
rence, a  man  unknown  to  the  general 
public,  who  just  happened  to  design 
the  dependable  Wright  Whirlwind  air- 
cooled  radial  engine  that  powered  the 
Spirit  of  St.  Louis,  and  Lindbergh, 
across  the  Adantic.  When  Mr.  Law- 
rence was  apprised  of  his  selection  as 
the  recipient  of  the  coveted  Collier 
Trophy  he  was  heard  to  remark— "Who 
ever  heard  the  name  of  Paul  Revere's 
horse?" 

—National  Aeronautic 
Association  News 

Bad  Breaths 

When  they  tell  me  on  some  gray 
August  morning  that  the  air  in  this 
city  is  "unacceptable,"  they  don't  fol- 
low up  the  information  with  any 
suggestions  of  alternate  substances  I 
might  use  for  breathing  that  day. 

—The  New  Yorker 


BUSINESSMEN  ARE  STILL  UNEASY 


about  the  economic  policies  of  the 
Carter  Administration.  They  should 
not  be.  There  is  more  good  in  them 
than  bad,  and  that  is  a  whole  lot 
better  than  business  had  any  right 
to  expect  from  a  Democratic  Presi- 
dent elected  on  a  platform  of  pop- 
ulist platitudes.  Yet  it  seems  that 
every  time  Carter  acts  in  a  fiscally 
constructive  manner,  executives  im- 
mediately find  something  else  to 
criticize,  something  else  to  justify 
their  "lack  of  confidence." 

Businessmen  have  long  com- 
plained about  inflationary  federal 
deficits.  The  President  vows  to  bal- 
ance the  budget  by  fiscal  1981,  and 
he  is  the  first  President  since  Hoo- 
ver to  act  as  though  he  means  it. 
He  has  blunUy  told  key  congres- 
sional Democrats  that  there  will  be 
no  new  grandiose  spending  schemes 
until  federal  outlays  match  federal 
receipts.  You  can  have,  he  says, 
welfare  reform— as  long  as  it  does 
not  cost  any  more  money.  Ditto  na- 
tional health.  Ditto  housing.  The 
President  has  not  made  any  effort 
to  pump  up  federal  spending  de- 
spite the  unexpected,  unexplained 
shortfall  in  federal  expenditures. 

Businessmen  felt  that  Carter's 


By  M.S.  Forbes  Jr. 

original  "stimulus"  package  was 
too  inflationary.  Carter  killed  his 
ill-advised  rebate. 

Businessmen  lamented  that  there 
was  no  national  energy  policy. 
Carter  comes  up  with  a  compre- 
hensive one.  Executives  then  de- 
clare that  the  program  puts  too 
much  stress  on  conservation.  They 
overlook  the  real  incentives  for 
oil  and  gas  production  that  the 
President  has  proposed. 

Executives  once  lost  sleep  over 
the  political  power  of  labor.  The 
President's  proposed  rise  in  the 
minimum  wage  is  the  minimum  any 
President  could  put  forward. 

Another  reassuring  move:  Carter 
is  apparently  paying  some  atten- 
tion to  the  conservative  advice  of 
Arthur  Burns.  Instead  of  being 
pleased  with  this  turn  of  events, 
however,  a  number  of  moneymen 
gripe  that  this  is  not  enough  and 
that  the  President  should  announce 
that  he  will  reappoint  Burns  for 
another  term  as  chairman  of  the 
Federal  Reserve  Board. 

Another  business  complaint  is 
that  Carter's  policies  lack  "consis- 
tency." Do  executives  want  Carter 
to  be  "consistent"  about  his  big 


spending  campaign  promises?  Was 
not  his  lack  of  consistency  on  the 
rebates  a  plus  in  the  fight  against 
inflation?  Is  not  his  flexibility  reas- 
suring to  those  wishing  a  change 
in  the  harmful  parts  of  his  energy 
and  Social  Security  proposals? 

Businessmen  should  stop  the 
whining  and  support  the  funda- 
mental soundness  of  this  Adminis- 
tration. They  should  take  a  cue 
from  history. 

Hard  as  it  is  to  believe  today, 
Franklin  Roosevelt  initially  went  to 
considerable  lengths  to  win  the  sup- 
port of  business  when  he  became 
President  during  the  depths  of  the 
Depression  in  1933.  For  the  first 
two  years  of  his  reign,  Roosevelt 
was  quite  hostile  to  organized  la- 
bor. All  FDR's  efforts  got  in  return 
was  intense,  often  muddleheaded 
criticism  from  the  executive  suites. 
In  1935,  an  exasperated  FDR  gave 
up  and  turned  to  the  Left. 

What  is  to  stop  Carter  from  do- 
ing the  same  thing?  Executives 
often  point  out  that,  in  economics, 
politicians  rarely  differentiate  the 
trees  from  the  forest.  Politically,  the 
same  criticism  could  be  leveled  at 
the  business  community  today. 
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Armco  challenged 
college  students 
to  design  better  ways 
for  fighting  fires. 


These  are  just  some  of  their  bright  ideas: 
A  special  tracked  vehicle  to  reach  and 
combat  brush  fires  in  rough  terrain  •  An 
ingenious  fire  hydrant  that  frustrates 
vandals  •  A  simple  hand  truck  that  saves 
time  and  reduces  personnel  needed  to 
move  hose  up  stairways  •  Unique  fire- 
I  fighters'  clothing— from  boots  to  helmets 
-that  cuts  weight,  adds  comfort  and 
safety  •  Advanced  concepts  for  lighting, 
communication  and  breathing  accessories. 

A  total  of  42  creative  ideas  for  fire- 
fighting  was  proposed  by  these  eight 
students  along  with  45  others— majors  in 
design  or  engineering  from  Brigham 
Young,  Cornell,  Notre  Dame  and  West 
Virginia  universities.  They  came  together 
to  present  their  concepts  at  the  two-day 
^critique  event  of  Armco's  1977  Student 
?Design  Program  in  Dallas.  The  students 
ihad  a  free-wheeling  exchange  with  the 
jcritique-audience  made  up  of  professionals 
[from  industry,  government  and  other 
groups  in  the  fire  field.  There  were  no 
winners  or  losers;  no  prizes.  The  learning 
jexperience  was  the  only  reward. 

Why  does  Armco  sponsor  this  kind  of 
[program  every  year?  Our  answer:  To  keep 
[in  touch.  To  help  bridge  the  gap  between 
industry  and  the  campus. 
That's  what  it  is  all  about. 


It  was  Armco's  12th  challenge 
to  students. 

Since  1966, 630  students  from 
25  colleges  have  participated 
in  the  Armco  Student  Design 
Program.  They  have  tackled  a 
range  of  significant  subjects — 
from  transportation  and  agri- 
culture to  energy  and  recycling. 
More  than  300  professionals 
from  the  "real  world"  who 
critiqued  their  projects  have 
given  students  a  valuable  con- 
tact with  executives  of 
industry  and  government. 

Armco  is  enthused  about 
this  program.  In  fact,  we  are 
eager  to  share  our  experiences 
with  others  who  may  also  be 
interested  in  campus/industry 
cooperation.  We  have  prepared 
a  booklet  on  our  1977  pro- 
gram. For  a  copy,  write  Armco 
Steel  Corporation,  General 
Offices,  Dept.  67,  Middletown, 
Ohio  45043. 


ARMCO 

V 


BES 


j.  gffffcf 


OCtUetED  BYONECOjvCfJfv 

COVFISAN  ENTIRE  BLOCK 

Frontage  on  four  Strips  Fulton.  Despiaines.  Jefferson  4  Waym*m 


Too  Big  For  Miracles 


Don't  expect  miracles  from  Sears's  long-overdue 
management  reorganization.  The  formidable  retailer 
may  not  be  the  growth  company  it  once  was. 


By  PHYLLIS  BERMAN 

A  spot  of  dust,  a  raised  voice,  a  loud 
tie  would  seem  out  of  place  in  Sears, 
Roebuck's  beige-carpeted  executive  of- 
fices. It's  quiet  there,  more  than  half- 
way up  in  the  world's  tallest  building, 
Chicago's  110-story  Sears  Tower.  It's 
a  very  different  world  from  utilitarian- 
spare  retail  floors  across  the  country 
where  Sears's  salespeople  move  more 
than  $44  million  of  merchandise  on 
an  average  day,  $15  billion  worth  in  a 
year—  1%  of  the  gross  national  product. 

Sears's  problems  of  recent  years  de- 
veloped in  good  part  because  these 
two  worlds  drifted  dangerously  apart. 
The  headquarters  world— abstract, 
intellectual,  numbers-oriented— lost 
touch  with  the  world  of  underwear, 
frying  pans,  humidifiers,  snow  tires 
and  tennis  shoes.  The  rift  has  since 
been  closed,  but  the  damage,  was 
done:  Sears's  operating  profit  margins 
have  not  recovered,  and  its  stock  is 
down  from  61  in  1973  (adjusted  for  a 
2-for-l  split)  to  a  recent  28.  Over  $9 


billion  has  been  whittled  from  the 
market  value  of  Sears's  stock. 

The  first  sign  to  the  outside  world 
that  something  was  wrong  with  Sears 
came  in  1974  when  the  company 
ended  the  year  with  a  mere  6.5%  sales 
gain  amid  a  12.2%  inflation.  Its  earn- 
ings dropped  from  $4.33  per  share 
in  1973  to  $3.25.  The  following  year 
was  equally  bad.  Not  until  1976 
did  Sears's  earnings  recover. 

For  a  long  time  everyone  blamed 
the  recession,  but  gradually  it  became 
clear  that  Sears's  problems  went  deep- 
er than  the  recession.  Its  operating 
profit  margins  remained  down  even  in 
1976:  Ten  cents  on  the  sales  dollar  in 
1973,  they  were  only  8.4  cents 
last  year.  If  that  squeeze  sounds  small, 
remember  this:  Every  1-cent  change 
in  its  operating  profit  margins  means 
$150  million  for  Sears,  or  almost  $1 
per  share  (before  the  split). 

The  trouble  began  in  the  Sixties 
with  Sears's  deliberate  switch  in  sell- 
ing emphasis  from  lower-priced  goods 
to     high-margined,  glamour-brand 


merchandise  (Forbes,  Oct.  1,  1974). 
This  policy  evolved  into  a  virtual 
abandonment  of  low-priced,  traf- 
fic-creating goods  like  69-cent  panty- 
hose and  three-for-$2.95  underwear. 
"We  ceded  someone  else  that  busi- 
ness," admits  Sears  Chairman  Arthur 
Wood,  64.  "We  were  no  longer  com- 
petitive in  certain  key  areas."  That  is 
quite  an  admission  coming  from  the 
dignified  Wood.  It  was  like  the  story 
of  the  dog  with  the  bone;  Sears  gave 
up  part  of  its  business  because  the  im- 
age in  the  water  looked  more  appe- 
tizing. It  lost  the  bone  it  had  for  the 
bone  it  wished  it  had. 

How  could  such  a  smart  company 
be  so  wrong?  It  all  started  in  1966 
when  James  Button  took  over  as 
Sears's  chief  merchandiser  at  the  old 
red-brick  corporate  headquarters  near 
Chicago's  Loop.  As  head  of  an  army 
of  buyers,  Button  brought  in  what  one 
ex-Sears  employee  calls  a  "comput- 
er approach  to  retailing."  Computers 
aside,  it  boiled  down  to  the  logical 
premise  that  there  was  more  money  to 
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t>e  made  in  expensive  merchandise 
:han  in  cheap  merchandise.  With 
Sears's  reputation  for  service  and  qual- 
ity, why  not  go  after  the  high-mar- 
gin stuff?  Let  people  like  K  mart 
jell  the  $2.98  frying  pans.  Sears  would 
3mphasize  aluminum-bottomed,  stain- 
less-steel cooking  utensils. 

Button,  a  native  Chicagoan,  sur- 
rounded himself  with  layers  of  ambi- 
tious young  MBAs  intent  on  pushing 
»ales  strategies  based  on  computer 
printouts  and  bell-curve  studies. 

In  plain  English,  a  bell-curve  study 
would  break  down  the  lawn  mower 
market  into  the  $60-to-$100  market, 
the  $100-to-$200  market  and  the 
$200-and-up  market.  Once  it  was  de- 
termined that  most  Sears  customers 
preferred  the  middle-price  point,  But- 
ton's merchandisers  tried  attracting 
those  customers  toward  higher-priced 
machines.  But  as  Sears  moved  up  the 
price  ladder,  the  higher-price  points 
displaced  the  lower  ones.  What  if  a 
customer  wanted  a  cheaper  machine? 
He  might  have  a  single  choice  at 
Sears,  or  he  could  go  elsewhere.  In- 
stead of  giving  the  customer  what  the 
customer  wanted,  Sears  would  give 
the  customer  what  Sears  wanted. 

Under  Button's  influence,  Chicago 
headquarters  began  national  advertis- 
ing campaigns  to  upgrade  the  im- 
ages of  Sears's  house  brands:  Names 
like  Cling-alon  hosiery,  DieHard  bat- 
teries and  Toughskins  jeans  were  em- 
phasized. As  a  result,  the  other  hum- 
bler but  dependable  versions  were 
either  bypassed  or  neglected. 

An  ex-Sears  executive  remembers: 
"Cling-alon  hosiery  was  advertised  and 
promoted  until  its  image  was  com- 
patible with  goods  sold  in  high-fash- 
ion department  stores.  The  price  was 
high  fashion  too:  $2.98  a  pair."  The 
ex-Searsman  adds  that  the  upgrading 
of  Cling-alon  eventually  hurt  Sears: 
"When  Hanes  came  along  with  its 
L'eggs  and  sold  them  at  $1.39,  our 
hosiery  buyer  didn't  want  to  get  down 
in  the  dirt  and  compete  on  price." 
Sears's  hosiery  buyer,  like  many  of  its 
buyers  during  the  Button  regime,  had 
become  infatuated  with  Sears's  new 
glamour  image.  Sears's  customer,  how- 
ever, was  not  so  infatuated  and  began 
buying  her  pantyhose  elsewhere. 

This  pattern  was  repeated  thou- 
sands of  times  throughout  the  mer- 
chandise mix  in  response  to  Button's 
academic  approach  to  retailing.  And 
Sears's  sales  began  to  lag. 

The  chief  beneficiary  was  K  mart. 
During  the  very  years  when  Sears's 
sales  growth  was  slowing  down,  K 
mart  was  booming— from  $3.8  billion 
in  1972  to  $8.4  billion  in  1976.  K 
mart  simply  picked  up  the  $2.98-fry- 
ing-pan-type  business  and  ran  with 
it,  growing  faster  than  Sears  during 


those  years.  "Sears  handed  the  busi- 
ness to  K  mart  on  a  silver  platter," 
says  a  well-regarded  retail  analyst. 

A  company  geared  to  growth,  Sears 
began  to  suffer  severe  internal  strains. 
Its  executive  compensation  system, 
geared  to  Button's  penchant  for  high- 
er markups,  was  largely  based  on  op- 
erating margins.  As  a  result,  store 
managers  maximized  margins  even  at 
the  expense  of  volume. 

When  Chicago-headquartered  buy- 
ers tried  to  get  customers  into  the 


have  plenty  left  in  stock  to  sell  at  non- 
promotional  prices. 

Says  Drexel  Burnham's  retail  ana- 
lyst, Jeffrey  Feiner:  "Each  of  Sears's 
five  territories  were  operating  virtual  I  y 
as  a  separate  business.  In  a  down  eco- 
nomic cycle,  Chicago  had  no  control." 

The  tension  came  to  a  peak  with 
the  recession— just  before  the  depar- 
ture of  Robert  H.  Anderson,  Button's 
rival  within  Sears's  ranks.  An  up-from- 
the-ranks  store  manager,  Anderson 
was  Sears's  vice  president  of  retail 
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stores  by  emphasizing  cut-rate  promo- 
tions on  branded  merchandise,  store 
managers  balked.  A  buyer  might  order 
carloads  of  $129  vacuum  cleaners  to 
retail  at  a  price  break  to  Sears's  cus- 
tomers, only  to  have  them  turned 
down  by  store  managers  because  the 
profit  margin  was  too  narrow.  If  store 
managers  agreed  to  go  along  with  the 
vacuum  cleaner  promotion,  instead  of 
buying  from  the  parent  department 
just  enough  to  cover  the  life  of  the 
promotion,  they'd  overorder  so  they'd 


merchandising  and  Button's  natural 
adversary  in  style  and  business  philos- 
ophy. Where  the  precisely  tailored, 
handsome  Button  was  circumspect  and 
scholarly,  Anderson,  short  and  stocky, 
was  blunt  and  sometimes  profane. 
"Anderson  was  a  frontal  attack  guy," 
says  an  ex-Sears  buyer.  "I  can  re- 
member meetings  where  a  national 
merchandise  manager— a  really  impor- 
tant Chicago-type  in  the  organization 
—would  get  up  to  present  his  mar- 
keting plans  and  Anderson  would  rip 
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him  to  shreds'."  Anderson  was  the 
store  managers'  man  in  Chicago,  but 
he  found  himself  increasingly  isolated 
and  powerless. 

By  the  fall  of  1974  Sears  was 
jammed  with  inventory.  Anderson— 
now  an  independent  New  York  con- 
sultant—chaired a  meeting  of  hun- 
dreds of  Sears's  top  personnel  at  Chi- 
cago headquarters.  "For  the  first  time 
we  priced  the  item  at  headquarters, 
and  put  that  price  in  the  national  TV 
ads,"  says  Anderson.  "It  was  probably 
Sears's  most  effective  promotion." 

The  success  of  that  meeting  was 
a  turning  point  for  Sears.  Greatly  to 
Chairman  Wood's  credit,  he  moved 
decisively  to  centralize  control  of 
Sears's  pricing,  advertising  and  pro- 
motion. Wood  brought  in  McKinsey  & 
Co.  to  recommend  organizational 
changes  and  Hay  Associates,  the  Phil- 
adelphia-based consultant,  to  design 
a  new  compensation  system. 

McKinsey's  reorganization— the  first 
at  Sears  in  30  years— created  an  of- 
fice of  chairman  consisting  of  Wood, 
Button,  Soars  President  A.  Dean  Swift 
and  Edward  Telling.  The  latter,  a 
newcomer  to  Sears  Tower,  had  been 
territorial  vice  president  in  the  East 
and  Midwest. 

Under  the  reorganization,  Telling 
became  the  key  man,  and  is  odds-on 
favorite  to  succeed  Wood  when  the 
latter  retires  in  January.  In  effect, 
Button  lost  out.  Telling  now  has  the 
authority  both  to  approve  merchan- 
dising plans  created  by  Button's  group 
and  to  see  that  the  store  managers  go 
along  with  approved  ideas.  No  one 
doubts  that  Telling,  who  came  up 
through  the  field  much  as  Anderson 
had,  will  be  able  to  make  his  deci- 
sions stick.  He  is  a  very  tough  man- 
just  what  is  needed  to  restore  dis- 
cipline. McKinsey  has  made  his  job 
easier  by  consolidating  Sears's  field  or- 
ganization from  125  to  50  groups. 

To  avoid  the  troubles  that  sprang 
from  the  old  compensation  plan,  the 
new  and  more  flexible  Hay  Associates 
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bonus  program  is  based  on  sales  goals 
as  well  as  gross  margins.  Only  900 
employees— from  the  store  manager 
up— are  eligible,  compared  with 
19,200  before.  Those  left  out  were 
mollified  with  pay  raises  calculated  to 
make  up  for  their  bonus  loss. 

No  longer  is  Sears  virtually  conced- 
ing the  likes  of  cheaper  towels,*  chil- 
dren's clothing  and  budget-priced  ap- 
parel to  K  mart  and  the  other  dis- 


Their  buyers  are  too  far  from  their 
customers,  and  their  goods  have  to  be 
ordered  too  far  in  advance." 

"Everything  is  go  today  at  Sears!" 
exclaims  an  enthusiastic  Wood. 
"We've  put  back  the  opening-price 
points.  Not  the  top  quality  certainly, 
but  it's  what  the  discounter  has." 

The  results  have  been  apparent  so 
far  this  year:  Sears's  first-quarter  net 
sales   were   up   12.7%.   In   May  its 
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counters.  Take  hosiery.  "Three  years 
ago,"  says  Wood,  "we  developed  three 
additional  proprietary  names  for 
Sears's  hosiery  at  opening  price  points 
[i.e.,  bottom  of  the  price  range]:  69 
cents,  99  cents  and  $1.39.  When  the 
food  stores  started  selling  all  those 
goofy  packaged  hosiery  [i.e.,  L'eggs], 
we  had  the  lower-priced  goods  to 
compete."  He  adds,  "We'll  promote 
the  $129  vacuum  cleaner,  but  we'll 
carry  the  $49  version,  too." 

Meantime,  Telling  is  pushing  bud- 
get shops— aimed  at  lower-income  fam- 
ilies—into Sears  at  the  rate  of  125  a 
season,  hoping  to  have  750  in  place 
by  1978.  According  to  Chain  Store 
Age,  the  leading  trade  publication, 
the  budget  shops  are  cranking  out 
sales  at  only  $70  per  square  foot,  vs. 
$100-plus  per  square  foot  for  the 
main  departments.  Nonetheless  bud- 
get shops  create  store  traffic. 

But  Sears  hasn't  given  up  on  the 
high-priced  apparel  market.  To  hype 
those  sales,  it  is  going  in  heavily 
for  fashion  apparel  with  a  Johnny 
Miller  men's  apparel  line  and  a  new 
ladies'  boutique,  "The  Fashion  Place," 
backed  with  expensive  color  ads  in 
Sunday  supplements  and  magazines. 
Will  that  help?  Says  an  ex-Sears  em- 
ployee: "Sears  is  at  a  disadvantage. 


pickup  accelerated;  gross  sales  were 
up  17.1%  over  those  of  May  1976.  But 
in  spite  of  a  2-for-l  stock  split,  Sears's 
stock  is  still  far  below  its  high.  Why? 

The  answer  is  very  simple:  There 
was  a  sound  logic  to  the  original  plan 
for  upgrading  Sears's  merchandise; 
Sears,  with  relatively  high  overhead, 
is  at  a  disadvantage  in  selling  cheaper 
items.  Instead  of  checkout  counters, 
for  example,  Sears  is  heavily  staffed 
with  service  personnel,  and  its  stores 
are  located  in  more  expensive  shop- 
ping malls.  Says  one  retailer:  "The 
amount  of  promotional  goods  it  can 
offer  is  limited."  The  stock  market  rec- 
ognizes all  this;  it  is  saying  that  Sears, 
though  growing  again,  has  suffered 
permanent  erosion  of  profit  margins. 

Sears,  in  short,  has  two  prob- 
lems: It  is  boxed  in  between  the  dis- 
counters on  the  one  hand  and  the 
high-fashion  department  stores  on  the 
other.  Not  only  that,  its  sheer  size  lim- 
its its  real  growth  potential.  Recogniz- 
ing this,  the  investment  community 
has  cut  Sears's  price/ earnings  ratio 
from  as  high  as  18  last  year  to  ten 
times  probable  1977  earnings.  Never- 
theless, Sears's  solid  middle  of  the 
market  is  not  at  all  a  bad  place  to  be. 
In  spite  of  its  more  modest  prospects, 
Sears  stock  could  be  a  bargain.  ■ 
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This  Tire  Ad  and  illus- 
trations on  preceding 
pages  appeared  in  the 
1902  Sears  catalog. 


Meanwhile . .  •  Back  At  Allstate 


Sears,  Roebuck  reported  a  nice  earnings  gain  last  year: 
from  $523  million  ($3.31  a  share)  in  1975  to  $695  mil- 
lion ($4.37)  in  1976.  Of  that,  $210  million  ($1.32  a 
share)— about  30%— came  from  its  multibillion-dollar 
Allstate  subsidiary,  chiefly  insurance. 

With  a  turnaround  in  underwriting,  the  picture  is 
even  more  dramatic  so  far  this  year.  In  the  fiscal 
quarter  ended  Apr.  30,  Sears  reported  an  81%  increase 
in  net  profits,  but  38  cents  of  the  43-cent  gain  came 
from  Allstate,  which  is  bouncing  back  from  a  disastrous 
two-year  period. 

Like  the  rest  of  the  auto  insurance  industry,  Allstate 
was  badly  hurt  in  1974  and  1975  when  rate  hikes 
didn't  offset  soaring  inflation  costs.  In  1975  Allstate 
earned  only  $76  million,  about  one-third  of  what  it 
earned  in  1973.  The  catch-up  in  rates— they  take  a  year 
and  a  half  to  show  up  in  profits— finally  did  come.  All- 
state's  were  up  some  20%  in  both  1975  and  1976.  Hence 
Allstate's  sensational  gains  this  year. 

Continuing  these  gains,  however,  won't  be  easy.  With 
inflation  in  check,  the  auto  insurance  industry  probably 
won't  face  another  brutal  crunch.  Nevertheless,  Archie 
Boe,  56,  Allstate's  chairman,  concedes  that  auto  sales 
will  grow  only  about  2.5%  a  year— and  he  worries  that 
claims  costs  are  even  now  climbing  half  again  as  fast 
as  the  consumer  price  index. 

Boe  has  his  eye,  therefore,  on  gaining  a  bigger  share 
of  the  commercial  insurance  market— e.g.,  property  and 
liability  coverage  for  business,  workers'  compensation. 
While  Allstate  has  9%  of  the  auto  insurance  market, 
it  has  only  a  tiny  1%  of  the  commercial  field.  Says  Boe: 
"Commercial  insurance  is  just  like  doubling  the  market 
potential  available  to  Allstate."  However,  some  analysts 
say  it  may  be  as  long  as  five  years  before  Allstate  turns 
a  profit  on  its  commercial  lines. 

What's  more,  the  commercial  field  is  a  new  game  for 
Allstate  because  its  great  marketing  strength  is  in  deal- 
ing with  individual  car  owners  and  home  owners.  Thanks 
to  Sears's  quality  image,  the  individual  insurance  cus- 
tomer is  drawn  to  Allstate's  9,200  in-house  agents  at 
Sears  stores.  Unlike  Allstate  agents,  independent  agents 


shop  around  to  find  the  best  deals  for  their  customers, 
squeezing  rates.  But  Allstate  agents  sell  only  Allstate 
policies,  so  the  price  is  there— take  it  or  leave  it. 

In  commercial  insurance,  Allstate's  in-house  agents 
will  be  less  useful.  They  may  be  successful  in  marketing 
policies  to  mom-and-pop  businesses,  but  to  go  after 
bigger  accounts  Allstate  is  now  rebuilding  its  account- 
executive  force— once  250  strong— that  was  all  but  dec- 
imated when  commercial  underwriting  started  to  turn 
bad  in  1973.  In  the  future  it  may  be  forced  to  go 
outside  its  sales  force  altogether  to  independent  bro- 
kers. It  has  already  done  so  in  its  unusual  and  high- 
risk  insurance  business  (for  example,  the  Hong  Kong 
mass  transportation  system,  underwater  electric  ca- 
bles in  Alaska).  Says  an  ex-Allstater:  "These  brokers 
shop  around  for  their  customers,  so  Allstate  will  be  sub- 
ject to  the  same  vicissitudes  of  the  marketplace  as  any- 
one in  the  independent  agency  system." 

In  short,  Allstate  is  beginning  to  outgrow  the  distri- 
bution system  that  gave  it  its  advantage  over  most 
insurers.  Even  in  personal  policies,  Allstate  has  gone  to 
independents  in  rural  areas  where  there  are  few  Sears 
stores— despite  an  initial  outcry  from  its  own  agents. 

What  about  Allstate's  much-talked-about  potential 
for  expanding  into  other  financial  services— savings  and 
loans,  personal  and  home  finance,  executive  transfer? 
It  has  the  natural  advantage  of  making  loans  on  the 
autos,  boats  and  recreational  vehicles  it  insures.  Still, 
one  competitor  says,  "I  don't  think  Archie  Boe  is 
going  to  concentrate  his  efforts  in  these  fields.  He'd 
rather  stick  to  insurance,  which  he  knows." 

Will  Sears  end  up  being  more  an  insurance  com- 
pany than  a  retailer?  It  could  happen.  As  its  merchan- 
dising growth  slows,  the  pressure  will  be  on  Allstate  to 
produce  more  earnings.  "The  whip  out  there  for  us 
is  to  keep  growing  faster  than  the  parent,"  says  Boe. 
For  the  short  term,  with  rate  hikes  continuing  to  flow 
through,  Boe's  objective  is  virtually  in  the  bag.  After 
those  rate  hikes  peak  in  1978,  whether  Allstate  can 
meet  that  growth  pressure  depends  on  its  ability  to 
grow  outside  its  established  distribution  system. 
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The  Most  Profitable 
Magazine  In  The  U.S. 

The  most  profitable  magazine  in  the  U.S.  has  1.4 
million  readers  and  is  published  in  Birmingham,  Ala. 
You've  probably  never  heard  of  it. 


Magazine  publishing  looked  like  a 
perilous  way  to  make  money  back  in 
1966.  The  Saturday  Evening  Post  had 
started  to  go  under.  Life  and  Look 
were  floundering.  Madison  Avenue 
moguls  vowed  as  how  TV  broadcast- 
ing would  soon  drive  many  large-cir- 
culation magazines  out  of  business. 

Down  in  Birmingham,  Ala.,  how- 
ever, Progressive  Farmer  Co.  wasn't 
listening.  That  year,  the  conservative, 
privately  held  firm— publisher  of  a  re- 
gional rural  monthly— launched  South- 
ern Living  magazine,  its  first  new 
magazine  venture  in  68  years.  Edi- 
torially, the  product  is  a  Dixiefled 
version  of  Better  Homes  &  Gardens. 
But  financially,  Southern  Living  quick- 
ly became  a  down-home  equivalent 
of  the  U.S.  mint. 

Though  its  parent  doesn't  disclose 
figures,  industry  data  offer  a  picture  of 
the  magazine's  astonishing  profitabili- 
ty. Last  year  Southern  Living  rev- 
enues totaled  $24  million— roughly  60% 
from  advertisers  and  40%  from  sub- 
scribers. The  magazine  sold  1.3  mil- 
lion copies  a  month,  which  cost  about 
70  cents  each  to  manufacture  and 
mail.  After  the  expenses  of  its  40-per- 
son  editorial  staff  and  23  advertising 
salesmen,  pretax  profits  exceeded  $7 
million.  That  means  Southern  Living, 
largely  unknown  outside  the  15-state 
area  it  is  aimed  at,  has  operating  mar- 
gins of  30%. 

Compare  that  with  the  rest  of  the 
industry:  Magazine  margins  at  CBS 
(which  owns  Field  &  Stream  and 
Road  &  Track,  among  others),  the 
New  York  Times  Co.  (Family  Circle, 
Golf  Digest  and  Tennis)  and  Time 
Inc.  averaged  about  10%  pretax.  Wash- 
ington Post  Co.'s  Newsweek  did  slight- 
ly better— but  pretax,  it  earned  less 
than  three  times  as  much  as  Southern 
Living  on  revenues  six  times  greater 
(roughly  $150  million).  SL  posted 
twice  the  profits  of  Playboy  and  dou- 
ble the  bottom  line  of  The  New  York- 
er and  New  York  magazine  combined. 

Why  is  Southern  Living  so  lucra- 


tive? Geography,  of  course,  is  a  major 
factor.  The  magazine  reaches  afflu- 
ent home  owners  (average  income: 
$20,000)  in  the  nation's  fastest-grow- 
ing region,  an  area  that  is  underrep- 
resented  in  the  circulation  patterns  of 
most  national  publications.  As  a  re- 
sult, SL's  ads  command  high  prices 
for  a  general-interest  audience.  A  four- 
color  page  costs  $13,380.  Relative  to 
its  circulation,  that  is  twice  as  expen- 


sive as  Meredith  Corp.'s  Better  Homes 
or  New  York  Times  Co.'s  Family  Cir- 
cle and  just  20%  less  than  Time. 

Besides  high  ad  rates  relative  to 
production  costs,  SL  also  makes  mon- 
ey from  its  readers.  Its  $8  annual  sub- 
scription price— $2  higher  outside  the 
South— produced  revenues  in  1976 
that  exceeded  costs  of  servicing  and 
maintaining  subscribers  by  $6  million. 
Returns  on  its  direct-mail  campaigns 


Down-Home  Publisher  Cunningham:  "When  I  went  to  New  York  and  talked 
about  Southern  Living  . . .  they  thought  we  were  a  bunch  of  crazy  amateurs. 
People  didn't  realize  we'd  been  publishing  a  regional  magazine  since  1886." 
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•  have  more  than  covered  costs.  (In  or- 
der to  keep  circulation  from  rising  too 
fast,  the  magazine  hasn't  run  a  sub- 
scription campaign  in  18  months.) 
Despite  that,  this  month  SL's  rate 
!  base  jumped  100,000,  to  1.4  million. 
Its  main  source  of  new  readers  is  the 
subscription  card  bound  into  every 
copy  of  the  magazine— the  least  ex- 
pensive method  there  is. 

The  publishing  genius  behind 
Southern  Living— its  counterpart  to, 
I  say,  New  York's  founder,  Clay  Felker 
—is  56-year-old  Emory  Cunningham, 
an  Auburn  University  graduate  with 
a  degree  in  agriculture  who  broke  in- 
to the  magazine  business  as  a  Pro- 
gressive Farmer  advertising  salesman. 
"When  I  went  to  New  York  and 
talked  [to  potential  advertisers]  about 
starting  Southern  Living,  they  thought 
we  were  a  bunch  of  crazy  amateurs," 
he  explains.  "People  didn't  realize 
we'd  been  publishing  a  regional  farm 
magazine  since  1886.  Of  course,  we 
didn't  have  millions  to  start  with,  so 
we  had  to  put  things  on  a  break-even 
basis  in  a  hurry."  Using  a  homegrown 
staff,  Cunningham's  magazine  made 
money  in  18  months— no  longer  than 
it  took  for  Time  Inc.'s  People. 

Southern  Living's  editorial  ap- 
proach is  soft— for  hardheaded  rea- 
sons. The  cover  of  its  April  issue— 
340  pages  thick— features  bright, 
blooming  azaleas,  and  the  related  text 
explains  how  to  plant  them  "for  maxi- 
mum show."  Included  among  the  80- 
odd  articles  is  advice  on  revitalizing 
outdoor  furniture,  cooking  asparagus 
and  vacationing  in  area  theme  parks. 
The  lead  story,  "The  Smokies  Rise 
Out  of  History,"  is  typically  noncon- 
troversial.  "Advocacy  journalism  isn't 
our  bag,"  explains  Executive  Editor 


John  Logue.  "We  are  out  to  save  the 
South,  but  one  front  yard  at  a  time." 

The  success  of  such  regional  boost- 
erism  isn't  new.  San  Francisco-based 
Sunset  magazine— started  in  1898  by 
the  Southern  Pacific  to  promote  pas^ 
senger  traffic— has  long  prospered  by? 
serving  up  a  similar  product  to  West- 
ern readers.  Owned  for  the  past  50 
years  by  the  Lane  family,  Sunset  has 
roughly  the  same  circulation  as  South- 
ern Living,  though  editorial  and  pro- 
duction costs  are  much  higher. 

Unlike  Sunset,  Cunningham's  mag- 


recently  grossed  $6  million  at  retail- 
probably  the  record  for  any  coffee- 
table  publication. 

Progressive  Farmer  Co.'s  150  or  so 
stockholders  are  mostly  employees  or 
descendants  of  the  company's  three 
founding  families.  They  get  lots  of 
opportunities  to  sell  out.  "I'm  not 
giving  you  the  profit  picture,  because 
as  soon  as  I  do,  the  big  boys  will  be 
down  here  again  trying  to  buy  us," 
says  Cunningham,  who  claims  he  has 
fielded  more  than  40  inquiries. 

Since  publishing  isn't  a  capital-in- 


" . . .  Unlike  Sunset,  Cunningham's  magazine  is  still 
growing.  'We  don't  see  anything  that  can  stop  us  from 
reaching  2  million  copies  in  a  few  years/  he  says  . . ." 


azine  is  still  growing.  "We  don't  see 
anything  that  can  stop  us  from  reach- 
ing 2  million  copies  in  a  few  years," 
Cunningham  says.  That  is  about  the 
same  circulation  as  national  publica- 
tions like  U.S.  News  &  World  Report 
and  Sports  Illustrated. 

Meanwhile,  Southern  Living's  par- 
ent, which  has  annual  revenues  of 
$60  million,  is  doing  well  elsewhere. 
Progressive  Farmer  magazine  has  a 
circulation  of  900,000  and  yielded 
above-average  profits  on  revenues  of 
$20  million  last  year— carrying  more 
ads  than  Farm  Journal.  In  addition, 
the  firm  publishes  Decorating  &  Craft 
Ideas  (circulation:  690,000),  which 
it  bought  from  Tandy  Corp.  in  1974. 
Also,  its  Oxmoor  House  churns  out 
Southern-oriented  art  and  do-it-your- 
self books.  One  of  these,  Jericho,  a  col- 
lection of  prose  and  poetry  on  the 
glory  of  the  South  by  James  Dickey, 


tensive  business  as  practiced  by  Pro- 
gressive Farmer— it  owns  neither  pa- 
per mills  nor  trees— Progressive  Farm- 
er's biggest  challenge  is  finding  a  way 
to  invest  its  Southern  Living  profits. 
Aside  from  an  impressive  corporate 
headquarters,  a  steel-and-glass  com- 
plex nestled  on  a  hill  outside  town,  the 
firm  isn't  flaunting  its  money.  "We're 
conservative  enough  to  want  to  hold 
onto  things  so  we  can  publish  through 
thick  and  thin,"  says  Cunningham.  He 
drives  a  three-year-old  Buick  and  still 
tends  his  own  garden. 

One  thing  the  gangling,  slow-talk- 
ing publisher  doesn't  want  is  recogni- 
tion from  the  big  city:  "I  can't  imagine 
any  of  our  people  getting  wrapped 
up  in  that  New  York  hot-stove  media 
scene,"  he  says.  "If  we  felt  at  home 
with  those  cocktail  parties  and  crazy 
sports  cars,  we  never  could  have 
pulled  off  Southern  Living."  ■ 


A  Bird  In  The  Bush 

For  Pancontinental  Mining  finding  a  fortune 
was  easy.  Getting  at  it  is  another  matter. 


By  MARILYN  DAMMERMAN 

"Flamboyant"  is  the  word  many 
people  use  to  describe  handsome  Tony 
Grey.  As  a  sleek  young  Toronto  law- 
yer who  went  to  Australia  to  seek  his 
fortune  in  1970,  he  was  given  to 
sharkskin  suits  and  collar-length  hair, 
and  had  a  reputation  as  a  promoter 
and  a  playboy.  Those  days  are  be- 
hind him  now.  He's  a  family  man.  His 
hair  is  shorter,  his  suits  almost  con- 
servative. Most  important,  his  long- 
shot  Pancontinental  Mining  sits  on  top 
of  $15  billion  worth  of  uranium— the 


world's    largest   high-grade  deposit. 

That  kind  of  bonanza  could  end  a 
man's  worries  forever.  But  Tony  Grey 
still  worries  plenty.  He  has  yet  to  dig 
a  pound  of  uranium,  and  he  has  been 
whipsawed  by  the  government  ever 
since  his  prospectors  made  the  strike. 
His  uranium  will  come  in  one  of  these 
days,  but  it  may  not  be  soon. 

Why?  Because  Australia  seems  to 
be  both  the  best  and  the  worst  place 
in  the  world  to  strike  it  rich  in  urani- 
um. It  has  over  25%  of  the  Western 
World's  low-cost  reserves,  and  more 
than  half  of  that  is  Pan  continental's— 


the  vast  deposits  near  Darwin  in  the 
Northern  Territory  that  Grey's  com- 
pany, pieced  together  from  a  hard- 
ware store  and  a  holding  company, 
struck  in  the  early  Seventies.  Called 
Jabiluka  after  the  aboriginal  name 
for  a  local  pond,  it  is  bulging  not  only 
with  uranium  but  with  over  $35  mil- 
lion worth  of  gold,  and  is  so  cheap 
to  mine  that  in  full  production,  min- 
ing analysts  figure,  Jabiluka's  pretax 
profits  could  be  as  high  as  60%  of 
sales.  Financing?  In  return  for  a  35% 
share,  Getty  Oil  is  providing  almost 
all  the  exploration  and  start-up  cash, 
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plus  unlimited  loan  guarantees— and 
engineering  and  marketing  help. 

But  Australia  is  one  of  the  most 
antinuclear  countries  in  the  world. 
With  a  population  of  13.5  million  in 
an  area  about  the  size  of  the  U.S. 
minus  Alaska,  it  has  no  nuclear  power 
plants  of  its  own— it  doesn't  need  any 
now  since  it  has  its  own  oil,  coal 
and  gas.  So  its  environmentalists  have 
allied  themselves  with  the  country's 
more  ideological  unions,  including 
longshoremen  and  railway  workers,  to 
oppose  uranium  mining  altogether  as 
a  threat  to  world  peace.  In  fact,  in 
1972  the  former  Labour  government 
suspended  all  uranium  mining— and 
has  made  it  clear  that  should  it  re- 
turn to  power  it  will  not  be  bound  by 
any  commitments  of  the  present  gov- 
ernment of  Prime  Minister  Malcolm 
Fraser  it  considers  unsound. 

Australia  is  also  worried  about 
flooding  the  uranium  market.  Experts 
are  divided  as  to  whether  there  will 
be  a  world  uranium  shortage  or  a  sur- 
plus over  the  next  decade;  forecast- 
ing has  proved  to  be  next  to  useless. 

On  top  of  that,  much  of  Australia's 
ore  lies  near  a  reserve  for  nomadic 
aboriginals.  Most  of  Australia's  80,000 
aboriginals  live  in  towns  and  cities 
but,  like  American  Indians,  they  have 
recendy  been  asserting  land  claims. 
Since  many  aboriginals  live  in  poverty 
and  many  middle-class  Australians 
are  vocal  in  supporting  them,  both 
political  parties  are  committed  to  im- 
proving their  lot.  The  possible  effects 
of  5,000  white  construction  workers 
and  miners  intruding  upon  about  800 
aboriginals  living  by  hunting  and 
gathering  is  a  serious  obstacle  to  get- 
ting mining  approval. 


London's  W.I.  Carr  brokers  predicts 
that  Pancontinental  probably  won't  be 
able  to  build  its  mine  and  mill  until 
then.  In  that  case,  production  would 
be  delayed  until  1983.  Grey  had 
planned  a  lavish  champagne  party  last 
October  to  greet  Part  I,  but  all  in  all, 
the  Fox  Report  has  been  no  cause  for 
unrestrained  celebration. 

There  could  be  even  further  delays. 
Jabiluka  could  be  held  back  if  the 
market  looks  weak.  And  whatever 
Fraser's  ultimate  decision,  it  could  be 
undone  if  the  Labour  Party  comes 
back  into  power. 

All  this  is  unsettling  to  investors, 
utilities  and  other  governments.  Lon- 
don-based Jeremy  Middleton  of  Syd- 
ney's Lamplough  &  Malcolm  puts  it 
bluntly:  "This  mucking  about  has 
gone  on  so  long  that  people  are  get- 
ting really  cheesed  off." 

So  it's  back  to  the  hustings  for 
Grey,  who  has  been  waging  an  exu- 
berant campaign  across  the  land  for 
nuclear  power  and  Australian  urani- 
um, and  hawking  his  stock  with  im- 
pressive success.  Lamplough  &  Mal- 
colm, in  fact,  was  so  taken  with  his 
arguments  that  it  published  a  booklet 
on  Australian  uranium  that  reads  very 
much  like  Pancontinental's  annual  re- 
port. Even  other  prospectors  attest  to 
Grey's  persuasive  powers,  calling  the 
deal  with  Getty  the  best  ever  ne- 
gotiated by  a  junior  partner  with  a 
multinational.  The  London  Financial 
Times  has  noted  that  the  company's 
stock  price  soars  every  time  Grey 
comes  to  Britain,  where  he  lunches 
with  brokers,  often  breezily  announc- 
ing hefty  increases  in  reserves.  Last 
March,  he  invited  representatives  of 
the  Tennessee  Valley  Authority,  Duke 


". . .  'Unless  [the  U.S.]  can  insure  fuel  supplies,  the 
whole  nonproliferation  policy  falls  apart'  .  .  ." 


When  the  Labour  government  fell  in 
1975,  it  left  behind  a  committee  head- 
ed by  Justice  Russell  Fox  of  the  Syd- 
ney Supreme  Court  to  recommend  for 
or  against  uranium  mining.  Fraser  felt 
bound  to  await  its  report.  Released  in 
two  parts,  last  fall  and  late  last  month, 
the  Fox  Report  comes  out  for  mining 
—but  under  strict  environmental  laws 
and  export  safeguards  to  insure  that 
ore  is  not  diverted  for  weapons.  Fur- 
ther, not  Jabiluka  but  a  smaller  near- 
by deposit,  Ranger,  owned  by  the 
Australian  companies  E  Z  Industries 
and  Peko-Wallsend,  would  be  allowed 
to  start  mining  first;  Pancontinental 
would  come  next,  but  the  report  does 
not  say  when.  Even  if  work  started 
tomorrow  neither  mine  could  produce 
until  1980  or  so,  and  Chris  Beck  of 


Power  and  two  other  utilities  to  Syd- 
ney (at  their  own  expense)  to  sur- 
vey the  prospects  for  Australian  ura- 
nium. The  exercise  was  probably  as 
much  staged  for  the  Australian  gov- 
ernment as  the  guests,  but  the  guests 
were  interested.  They  indicated  "a 
willingness  to  buy,"  says  TVA's  assis- 
tant power  manager,  Jack  Gilliland. 

Grey's  ace  in  the  hole  may  be  Pres- 
ident Carter's  energy  policy.  If  the 
U.S.— in  the  name  of  nonproliferation 
—bars  reprocessing  fuel  and  slows  de- 
velopment of  breeder  reactors  but  still 
commits  itself  to  supply  fuel  for  peace- 
ful purposes  to  whatever  country 
needs  it,  it  must  come  up  with  a  lot 
of  uranium,  and  soon.  Says  Grey: 
"There  is  no  way  the  U.S.  can  supply 
the  world's  uranium  needs  domestical- 


The  Old  Stand:  Tony  Grey's  company 
has  $15  billion  worth  of  uranium, 
but  the  promoter  image  persists. 


ly.  And  unless  it  can  insure  fuel  sup- 
plies, the  whole  nonproliferation 
policy  falls  apart.  Australia's  uranium 
can  underpin  Carter's  policy." 

It's  all  having  its  effect.  Prime  Min- 
ister Fraser,  who  is  visiting  Carter  this 
month  to  talk  about  just  such  mat- 
ters, now  argues,  along  with  Grey, 
that  uranium  mining  will  promote,  not 
endanger,  world  peace.  Pancontinen- 
tal's stock  needs  this  boost  right  now; 
it  has  been  sagging  since  the  Fox  Re- 
port came  out.  Still,  investors  who  got 
in  early  cannot  complain.  In  1973 
the  stock  was  35  cents  a  share  in  Lon- 
don (at  current  exchange  rates).  By 
early  1976  it  was  up  to  $35.  Since 
then  it  has  been  bouncing  wildly  and 
is  now  about  $18.  Grey  himself  has  a 
paramount  stake  in  all  this;  he  owns 
at  least  20%  of  the  stock,  with  a  mar- 
ket value  of  about  $25  million. 

But  he  has  to  step  carefully,  lest 
the  new  image  be  impaired.  Now  41, 
Grey  in  conversation  sounds  earnest, 
low-key,  businesslike.  As  an  alumnus 
of  one  of  Canada's  biggest  corporate 
law  firms,  he  is  very  careful  about 
the  law.  Asked  about  the  original  fi- 
nancing of  Pancontinental  or  about  the 
private  investment  firms  he  still  owns, 
Grey  is  not  exactly  a  fountain  of  infor- 
mation. Yet  those  who  know  him  say 
that  even  Sydney's  corporate  elders, 
though  they  may  disapprove  of  his 
style,  believe  that  when  it  comes  to 
Pancontinental,  he  is  straight. 

With  all  that  uranium  out  there, 
he  can  afford  to  be— if  he  can  cope 
with  Australia's  national  indecisive- 
ness  about  its  own  treasures.  ■ 
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How  early  we  must  learn 
to  be  respectful  of  fire. 


And  how  grateful  we  are  throughout  lite  that  science  and  industry  continually 
improve  the  technology  of  fire  prevention  to  protect  us. 

One  of  FMC's  achievements  is  Kronitex®  fire  retardant  chemicals,  used  to  reduce  the 
combustibility  of  such  familiar  products  as  vinyl  rainwear,  wall  coverings,  car  upholstery 
the  plastic  housing  of  your  hair  dryer.  And  to  prevent  hydraulic  fluids  from  flash-igniting  in 
the  super-heat  of  steel  mills  and  industrial  plants. 

FMC  is  a  major  manufacturer  of  fire  engines,  and  has  developed  a  high-pressure  fog 
fire-fighting  system  which  applies  water  more  efficiently  and  with  less  water  damage  than 
conventional  systems. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  transportation  equipment, 
packaging,  food  and  agricultural  machinery,  petroleum  and  fluid  control  equipment, 
construction  and  mining  equipment.  Write  FMC  Corporation,  200  East  Randolph  Drive, 
Chicago  60601.  Or  call  800-621-4500  (in  Illinois:  312-861-5900). 


-FMC 


will  be  a  major  lender  under 
all  market  conditions 
to  the  major  industries  of  the  world." 

"We  are  a  leader  in  industrial  lending.  That  has  always 
been  the  guts  of  The  Chase  Bank  and  it  is  going  to  be  even 
more  so  in  the  future. 

"We  want  this  bank  to  deal  with  the  best 
clients.  And  my  definition  of  best  has  nothing  to  do  with 
size.  What  we're  talking  about  is  selecting  the  clients 
eally  want  to  do  business  with  over  the  long  term.  We  have  made 
a  commitment . . .  have  a  constancy  of  approach  on  how  we 
handle  these  companies. 

"I'm  saying  having  the  courage— and  it  does  take 
courage,  mind  you  —  to  be  a  lender  to  them  regardless  of 
what  the  market  is.  You  don't  maximize  your  income  at  all 
times,  but  you  maximize  your  relationship  at  all  times. 


"We're  going  to  be  on  the  leading  edge  of  the  competition 
in  every  aspect  of  our  business. 

"You  are  going  to  get  the  best  service 
The  Chase  Bank  can  offer . . .  anywhere  in  the  world. 


The  Chase  Bank.  A  worldwide  network  providing  vast  sums  of  money 
tnd  essential  banking  services  for  clients  in  over  100  countries.  What  we  offer  is  yours 
through  your  Chase  Relationship  Manager.  Call  on  today's  Chase  Bankers  today. 


Carey 

;  Vice  President 

e  Banking  Department 


•  CHASE  MANHATTAN  BANK  NA  197? 


The  Price  Of  Environmentalist!! 
The  Backlash  Begins 


As  motherhood  and  apple  pie  once 
were,  environmentalism  has  become 
sacred.  But  voters  and  politicians  are 
beginning  to  ask  questions  about  it. 

By  JEAN  A.  BR1GGS 

Says  Brent  Rushforth,  the  superenvironmentalist  who 
heads  Los  Angeles-based  Center  for  Law  in  the  Public  In- 
terest: "When  I  go  to  Washington,  I  can  talk  to  people  in 
Interior,  the  Environmental  Protection  Agency,  the  Coun- 
cil on  Environmental  Quality.  They're  all  close  friends." 

Statements  like  this  make  businessmen  wince.  They  have 
the  same  feeling  that  Rushforth  has,  that  the  Carter  Ad- 
ministration is  environmentalist  with  a  capital  E;  that  the 
Administration  has  literally  stuffed  its  upper  and  middle 
bureaucracies  with  men  and  women  who  have  previously 
served  environmentalist  causes. 

Look  at  the  roster:  Joseph  Browder,  who  formerly  lob- 
bied for  environmentalist  causes  as  head  of  the  Environ- 
mental Policy  Center,  is  now  in  the  office  of  the  Assistant 
Secretary  for  Land  &  Water  Resources  in  the  Interior  De- 
partment. Marion  Edey,  head  of  the  League  of  Conserva- 
tion Voters,  has  been  named  a  member  of  Washington's 
policy-formulating  Council  on  Environmental  Quality;  a 
new  fellow  Council  member  is  Gus  Speth,  the  outspoken 
antinuclearist.  James  Moorman,  who  fought  the  Forest 
Service  in  the  courts  to  prevent  clear-cutting,  now  han- 
dles land  matters  at  the  Department  of  Justice. 

Inside  the  White  House  sits  Katherine  Fletcher,  formerly 
an  environmentalist  crusader  in  Colorado,  now  an  assistant 
director  of  the  President's  Domestic  Council. 

Higher  up  in  the  government  under  Carter  are  many 
others,  who,  if  not  hardliners  on  environmental  matters, 
are  certainly  enthusiastic  environmentalists.  Interior  Secre- 
tary Cecil  Andrus  likes  to  refer  to  himself  as  "the  protector 
of  the  public  lands,  not  the  developer  of  them." 

Once  entrenched  in  the  federal  bureaucracy,  these  en- 
vironmentalists will  make  a  mark  on  everything  the 
government  does,  for  in  many  ways,  the  bureaucracy,  not 
the  White  House  or  Congress,  makes  policy. 


H 


as  President  Carter  handed  his  Administration  to 
the  environmentalists?  Don't  bet  on  it.  As  a  poli- 
tician, he  recognizes  the  movement's  power  but 
he  is  no  blind  follower.  Of  the  President,  Marc 
Messing  of  the  Environmental  Policy  Institute  says:  "Car- 
ter was  the  only  candidate  who  understood  the  relatively 
new  scientific  concepts  behind  environmentalism."  Messing 
meant  this  as  a  grudging  compliment;  the  implication  is 
that  Carter  was  merely  the  best  of  a  poor  lot. 


Counterpicketing:  These  workers  picketed  the  Indian  Point, 
N.Y.  nuclear  plant  against  an  antinuclear  demonstration. 
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Harassed  businessmen  may  not  realize  the  fact,  but  en- 
vironmentalism  has  been  taking  some  severe  political  beat- 
ings of  late.  Concedes  Kathryn  Fahnestock,  executive  di- 
rector of  the  League  of  Conservation  Voters:  "There  was 
something  of  a  backlash  [against  us]  in  the  last  election." 

Nowhere  was  the  backlash  more  apparent  than  in  Colo- 
rado. In  1972  and  1974  Floyd  Haskell  and  ex-McGovern 
campaign  manager  Gary  Hart  were  elected  U.S.  senators. 
Richard  Lamm  was  elected  governor,  Tim  Wirth  and  Pa- 
tricia Schroeder  U.S.  representatives.  It  was  a  clean  sweep 
for  environmentalists.  But  in  1976  every  issue  backed  by 
environmentalists  was  defeated.  These  included  an  ini- 
tiative to  limit  nuclear  energy,  a  bill  prohibiting  nonreturn- 
able  bottles  and  a  state  tax  on  mineral  extraction.  Mean- 
while, the  Republicans  won  control  of  the  state  legisla- 
ture, a  move  widely  interpreted  as  anti-environmental. 

In  Texas,  Alan  Steelman,  the  avowedly  environmen- 
talist candidate  who  was  challenging  Lloyd  Bentsen  for  his 
Senate  seat,  went  down  to  defeat.  In  the  campaign  Steel- 
man  backed  as  far  away  as  he  could  from  his  environ- 
mental credentials,  gained  for  his  support  of  land  use  con- 
trols during  his  years  in  the  House.  To  no  avail:  The  vot- 
ers would  have  none  of  Steelman. 

Anti-environmental  feelings  surfaced  even  earlier  in  West 
Virginia  and  had  an  interesting  twist.  Four  years  ago  Jay 
Rockefeller  campaigned  for  governor  as  a  pro-environmen- 
talist in  favor  of  strict  strip-mining  controls.  He  was  sound- 
ly defeated.  Last  fall  he  ran  again,  taking  the  opposite 
point  of  view,  and  won.  Something  similar  happened  in 
Wyoming.  Republican  senatorial  candidate  Malcolm  Wal- 
lop had  run  for  governor  as  an  environmentalist  four  years 
ago  and  lost.  In  November  he  dropped  that  image  and 
portrayed  himself  for  growth  and  against  bureaucracy  and 
thereby  succeeded  in  defeating  three-term  Democratic 
Senator  Gale  McGee. 

The  backlash  will  get  worse  next  time,"  predicts 
environmentalist  Fahnestock.  "Energy  develop- 
ment is  the  hardest  question.  Energy  hits  every- 
body's life  every  day.  People  are  scared  to  give  up 
their  conveniences;  people  vote  their  pocketbooks." 

They  certainly  voted  their  pocketbooks  in  the  state  of 
Washington  last  month.  John  Cunningham,  a  conservative 
Republican,  defeated  the  Democratic  favorite  for  Congress 
by  labeling  him  an  "environmental  extremist  who  closes 
down  jobs."  The  seat  thus  filled  was  that  of  liberal  Demo- 
crat Brock  Adams,  now  Secretary  of  Transportation. 

In  Colorado,  all  of  the  candidates  once  elected  with  the 
support  of  environmentalists  are  now  backing  away  from 
these  associations.  Governor  Richard  Lamm,  contradicting 
a  widely  held  view,  says  flatly:  "I  wasn't  elected  by  en- 
vironmentalists." Senator  Hart  says:  "They  may  have 
claimed  me,  but  I'm  not  claiming  them."  And  Tim  Wirth 
says:  "Environmentalist  was  a  tag  that  was  put  on  me." 

The  situation  in  Colorado  is  interesting  in  that  it  illus- 
trates how  uncompromising  environmentalists  can  be.  They 
turned  on  Lamm,  for  example— before  he  started  denying 
them— because  of  his  support  for  energy  development  and 
water  projects.  He  now  says:  "What  environmentalists  are 
saying  is  very  important  but  their  political  strategy  is 
myopic.  They  demand  100%  loyalty  and  no  governor,  no 
President,  can  give  them  100%." 

Congressman  Morris  Udall  (D— Ariz.),  who  has  support- 
ed environmental  causes  for  years  and  who  now  heads 
tbe  powerful  Interior  &  Insular  Affairs  Committee,  is  aware 
of  the  same  problem.  He  says:  "Unless  you're  with  them 
all  the  way,  environmentalists  think  you've  sold  out  to 
economic  interests  ...  A  legislator  must  get  some  bal- 
ance." Environmentalists  now  criticize  Udall,  their  one- 
time idol,  as  "ineffective." 

Even  California's  Governor  Edmund  (Small-Is-Beauti- 
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Before  And  After:  Above:  A  Bethlehem  Steel  mill  belches 
black  smoke  into  the  air  in  a  photo  taken  about  1969. 
Below:  By  1972  the  same  mill,  with  pollution-control 
equipment  installed,  emits  relatively  few  pollutants. 
It  costs  more,  of  course,  to  turn  out  steel  this  way.  But, 
opinion  polls  indicate,  the  cost  is  one  Americans  are 
quite  willing  to  bear.  It's  the  next  cost,  that  of  prevent- 
ing the  last  percentage  point  or  two  of  a  pollutant  from 
escaping  from  the  plant,  that's  being  debated.  Because  of 
the  limits  of  technology,  the  latter  cost  is  often  far  greater 
than  that  of  controlling  the  first  98%  or  99%. 
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ful)  Brown  is  backpedaling.  He  has  now  decreed  that  en- 
vironmentalists like  everyone  else  must  lower  their  expec- 
tations. In  his  own  words:  "Limits  apply  not  only  to 
business  and  government,  they  apply  to  environmental 
groups  as  well."  This  to  the  directors  of  the  Sierra  Club 
last  month.  Governor  Brown  went  on  to  warn  the  Sierra- 
ites  that,  "We  have  poor  people  who  are  out  of  work,  who 
are  still  buying  that  American  dream  of  more.  They're 
not  looking  for  insulation  or  a  small  car  or  a  hair  shirt. 
They're  looking  for  all  the  goods  that  have  been  a  part 
of  this  society." 

In  Congress,  environmentalists  are  meeting  more  resis- 
tance all  the  time.  Where  once  they  could  virtually  block 
U.S.  coal  development,  now  energy  needs  begin  to  take 
precedence.  Take  the  strip-mine-control  bill  now  close  to 
enactment.  Jack  Doyle,  a  lobbyist  with  the  Environmental 
Policy  Center,  says  unhappily:  "The  current  bill  is  weaker 
than  the  earlier  ones  President  Ford  vetoed." 

The  Clean  Air  Act  amendments,  quite  possibly  the 
most  debated  legislation  in  history,  are  still  in 
doubt.  It  is  already  clear,  however,  that  auto- 
emission  standards  will  be  relaxed.  The  only  ques- 
tion is:  for  how  long?  One  year,  as  the  Administration 
wants,  or  two,  as  Congressman  John  Dingell  ( D— Mich. ) ,  the 
United  Auto  Workers  and  the  auto  industry  want? 

As  far  as  industry  is  concerned,  there  is  a  strong  pos- 
sibility that  some  accommodation  will  be  made  for  cities 
that  don't  meet  the  EPA's  air-quality  standards,  so  that 
they  can  have  new  factories— if  they  want  them.  The 
House  Commerce  Committee  has  already  adopted  an 
amendment  to  that  effect.  Congress  is  considering,  too, 
allowing  some  pollution  in  pristine  areas;  under  the  cur- 
rent interpretation  of  the  law,  there  can  be  no  significant 
deterioration  of  air  quality  in  those  areas.  Environmen- 
talist lobbyists  are  working  night  and  day  to  bat  these 
amendments  down,  proclaiming  that  they  will  have  devas- 
tating effects,  such  as  pollution  in  the  national  parks. 

In  April  water-pollution-control  provisions  were  hacked 
off  a  public  works  jobs  bill  so  it  could  go  through.  The 
bill  had  been  tied  up  for  weeks  because  House  and  Sen- 
ate could  not  agree  on  the  pollution  measures.  These  pro- 
visions will  be  taken  up  later  this  year  in  what  promises 
to  be  a  long,  drawn-out  battle  over  revision  of  the  1972 
Water  Pollution  Control  Act. 

Nowhere  was  the  weakness  of  the  no-growth  environ- 
mentalist position  more  obvious  than  in  Congress'  opposi- 
tion to  President  Carter's  efforts  to  kill  18  water  projects. 
Carter's  motives  are  twofold:  saving  money  and  protecting 


. .  'I'm  not  sure 
there  ought  to  be 
an  environmental 
movement  in  the 
terms  we  had  in 
the  late  Sixties' . . . 


Senator  Gary  Hart 
of  Colorado 


". . .  'Limits  apply  not 
only  to  business  and 
government,  they  ap  - 
ply to  environmental 
groups  as  well' . . ." 


Governor  Edmund  Brown 
of  California 


the  environment.  He  has  enthusiastic  support  from  the 
professional  environmentalists.  But  pork  barrel  is  still  pork 
barrel,  and  when  jobs  and  money  are  at  stake,  most  con- 
gressmen turn  out  to  be  just  as  lukewarm  about  environ- 
mentalism  as  they  are  about  economizing. 

Environmentalists  had  to  compromise  last  year  on  the 
forest-management  bill.  Clear-cutting,  which  they  opposed, 
is  now  allowed  as  a  management  technique  in  the  nation- 
al forests.  But  they  compromised  with  bad  grace.  When 
local  environmentalists  objected  to  clear-cutting  in  east 
Texas'  four  national  forests,  Charles  Wilson,  the  local 
congressman,  had  85,000  acres  put  into  a  national  pre- 
serve—forever barring  timber  harvesting.  Not  satisfied,  the 
environmentalists  demanded  more.  Clearly  annoyed,  Rep- 
resentative Wilson  told  Texas  Monthly:  "I  wish  they  [the 
environmentalists]  would  go  somewhere  else  in  the  state 
for  a  change." 

In  California  the  battle  over  74,000  acres  of  red- 
woods owned  by  Louisiana-Pacific  and  others  still 
rages.  Nine  years  ago,  under  environmentalist  pres- 
sure, the  Department  of  the  Interior  began  to  ac- 
quire 58,000  acres  of  redwoods  for  a  national  park.  These 
are  not  the  only  protected  redwoods— 90,000  more  acres 
of  the  magnificent  trees  stand  protected  in  state  or  na- 
tional parks.  But  environmentalists  want  the  new  park  ex- 
panded, even  though  it  has  been  used  very  little  by  the 
public.  Representative  Phillip  Burton  (D— Calif.)  has  in- 
troduced legislation  that  would  appropriate  $600  million 
of  taxpayer  money  for  the  purpose. 

The  companies  who  own  the  land  aren't  willing  to  sell. 
The  Interior  Department,  its  bureaucracy  crammed  with 
environmentalists,  announced  it  will  seize  a  portion  of  the 
land  to  prevent  continued  logging  operations.  Environ- 
mentalists could  win  this  one,  but  if  they  do,  grass-roots 
anti-environmental  pressure,  which  has  been  building  in 
California,  will  escalate. 

On  the  tuna  fish  front  it  appears  that  a  compromise  has 
been  worked  out  over  restrictions  protecting  porpoises.  The 
House  recently  passed  a  bill  increasing  the  number  of 
porpoises  that  can  be  trapped  in  tuna-fishing  to  69,000 
from  59,000,  as  current  regulations  allow.  The  legislation, 
sponsored  by  Representative  John  Murphy  (D— N.Y.), 
would  also  provide  incentives  to  fishermen  to  be  care- 
ful, not  simply  to  catch  as  many  tuna  as  possible  before 
the  overall  quota  of  porpoises  is  reached.  Tuna  fishermen 
are  back  at  sea,  but  the  price  of  tuna  is  due  to  jump.  Thus, 
even  the  environmentalists'  limited  victory  is  likely  to 
boomerang  against  them. 


Environmental  battles  go  on  constantly  all  over  the  coun- 
try, often  but  not  always  attracting  national  attention.  One 
of  the  more  interesting  continuing  ones  is  over  oil-shale 
development.  Some  environmentalists  have  opposed  it 
from  the  start— period.  Companies  such  as  Rio  Blanco  Shale 
(owned  by  Standard  Oil  of  Indiana  and  Gulf  Oil),  Arco 
and  Shell  have  spent  considerable  sums  trying  to  figure 
out  how  to  get  the  oil  out  of  the  rocks  in  an  environmental- 
ly acceptable  way.  An  on-site  method  developed  by  Occi- 
dental Petroleum  now  looks  most  promising;  when  it  first 
became  a  possibility  it  was  hailed  as  sound  by  some  en- 
vironmentalists because  it  doesn't  involve  mining  the  rock 
and  thus  presents  no  problem  of  disposing  of  "spent"  shale. 

At  a  recent  hearing  in  Denver,  however,  the  Sierra  Club 
was  still  opposing  even  a  project  that  would  use  such  on- 
site  methods.  The  reason,  according  to  Allen  Stokes,  the 
Sierra  representative:  It  would  bring  too  many  people  into 
the  area  for  too  long  a  time.  Earlier  the  Sierra  Club  had 
complained  about  the  probability  of  a  boom-bust  situation 
from  a  shorter-term  project.  Now  he  says:  "The  Sierra 
Club  is  not  against  the  additional  employment— just  the 
activities  of  the  people  outside  their  economic  actions." 

In  Oregon,  one  hot  issue  is  grass-buming.  A  flourish- 
ing grass-seed  industry  in  the  Willamette  Valley 
utilizes  swampy  land  for  its  crop.  After  the  harvest, 
farmers  burn  the  stubble  rather  than  plow  it  un- 
der. The  main  advantage  is  that  the  grass  then  comes  back 
the  following  year.  The  burning  also  kills  diseases  in  the 
soil  and  strengthens  the  roots  of  the  grass,  according  to 
Lynn  Engdahl,  executive  director  of  the  Western  Environ- 
mental Trade  Association,  an  industry /labor  group. 


Oregon's  Department  of  Environmental  Quality,  as  part 
of  its  plan  to  comply  with  EPA's  national  ambient  air- 
quality  standards,  decided  to  phase  out  grass-burning, 
gradually  reducing  the  number  of  acres  farmers  could  burn. 
The  state  would,  said  DEQ,  help  develop  a  grass-burning 
machine  so  the  industry,  comprised  of  mid-size  family 
farms,  wouldn't  be  out  of  business. 

The  first  problem  was  that  the  $40,000  turtle-like  ma- 
chine doesn't  work;  efforts  to  perfect  it  have  been  aban- 
doned. Then  EPA  and  DEQ  research  showed  that  grass- 
buming  caused  only  6%  of  the  number  of  days  that  near- 
by Eugene,  Ore.  violated  air-quality  standards.  A  recent 
memo  from  the  federal  agency  to  the  state  agency  admit- 
ted that  grass-burning  isn't  a  problem,  but  suggested  con- 
tinuing the  phaseout  for  political  reasons. 

The  State  Senate  reacted  quickly,  voting  for  a  bill  that 
would  allow  considerable  but  controlled  grass-buming.  The 
House  unseated  its  speaker,  who  had  failed  to  assign  a 
similar  piece  of  legislation  to  committee;  it  is  now  about 
to  vote  on  the  bill.  The  Governor,  still  fighting  grass-bum- 
ing, has  vowed  to  veto  such  a  measure.  But  he  and  the 
state's  environmentalists  are  now  talking  about  a  com- 
promise—let the  acreage  go  back  up  temporarily,  but  con- 
tinue the  phaseout  and  the  search  for  new  technology. 

While  many  businessmen  still  complain  that  they  are 
not  listened  to  on  environmental  matters,  the  environmen- 
talists themselves  know  better.  They  are,  in  fact,  hard  at 
work  seeking  new  slogans  and  new  tactics.  Senator  Gary 
Hart  and  Representative  Paul  Rogers  (D— Fla.)  are  spear- 
heading an  effort  to  personalize  environmentalism  by  call- 
ing it  "public  health."  Says  Hart:  "I'm  not  sure  there  ought 
to  be  an  environmental  movement  in  the  terms  we  had  in 


A  Sign  Of  The  Times 

Iti's  the  kind  of  thing  that  makes  Edwin  Gee  mad.  The 
Environmental  Protection  Agency  instituted  a  regula- 
tion drastically  reducing  the  amount  of  solid  sodium 
silicate  the  E.I.  du  Pont  de  Nemours  Co.  could  dis- 
charge into  streams.  The  company  would  be  limited  to 
about  a  pound  a  day  at  each  facility,  despite  the  fact 
that  the  sodium  silicate  was  used  in  the  manufacture 
of  household  detergent  that  would,  after  use,  flow  into 
streams  anyway,  "These  tons  of  sodium  silicate  were 
flowing  every  day  out  into  the  rivers,"  notes  Gee,  a 
du  Pont  senior  vice  president.  "But  it  [would  have] 
cost  us  a  million  dollars  a  year  [at  each  facility]  to  hold 
to  one  pound  a  day." 

Gee  and  other  du  Pont  executives  think  things  have 
changed  since  that  regulation  was  instituted  in  1974  (it 
was  later  withdrawn) .  "I  think  everyone  has  gotten  more 
intelligent,"  says  Gee  with  a  smile.  "I  think  people  more 
clearly  recognize  the  tremendous  costs  involved,  and  I 
think  they  much  more  clearly  recognize  that  those  costs 
ultimately  get  passed  through  to  the  consumer." 

Sensing  that  consumers,  politicans  and  even  environ- 
mentalists are  now  more  willing  to  measure  the  benefits 
of  environmental  regulations  by  their  cost,  top  du  Pont 
officials  began  last  month  to  call  for  the  periodic  review 
of  all  such  laws  and  regulations.  In  an  address  before 
the  Rotary  Club  of  Atlanta,  Ga.,  Chairman  Irving  S. 
Shapiro  said,  "No  one  objects  to  goals  such  as  clean 
water,  clean  air  and  safe  industrial  operations  .  .  .  [but] 
it  is  vital  we  make  certain  that  such  goals  are  being 
pursued  in  cost-effective  ways  ...  I  think  we  need  to 
begin  Zero  Based  Regulatory  Review— to  make  certain 
that  all  of  these  very  expensive  environmental  and  health 
regulations,  existing  and  proposed,  are  still  needed  in 
their  original  dimensions." 


Shapiro  estimates  that  some  30%  of  du  Pont's  project- 
ed $10-billion  capital  budget  for  1976-85  will  go  for 
pollution  and  noise  control,  and  that  only  25%  of  that 
expenditure  will  yield  any  identifiable  benefit  to  the  en- 
vironment. For  example,  du  Pont  claims  that  the  Federal 
Water  Pollution  Control  Act  will  require  it  to  spend  hun- 
dreds of  millions  of  dollars  for  pollution  abatement  on 
streams  that  already  meet  the  1977  standards  of  being 
"fishable  and  swimmable." 

Du  Pont  officials  feel  that  committing  30%  of  their 
capital  budget  to  environmental  protection  instead  of  to 
manufacturing  will  lead  to  higher  prices  and  to  fewer 
jobs.  "Pollution-control  expenditures  are  more  capital- 
intensive  than  manufacturing  expenditures,"  says  Gee. 
"Fewer  people,  bigger  pieces  of  hardware.  But  much 
more  important,  there  is  nobody  [employed]  down- 
stream. .  .  .  There  is  nobody  who  distributes  a  product, 
there  is  nobody  who  sells  a  product  ...  If  you  look  at 
all  manufacturing,  there's  one  guy  downstream  for 
each  guy  upstream  in  a  plant  making  a  product." 

Environmentalists  may  quarrel  with  du  Pont's  figures, 
but  Gee  feels  that  the  energy  shortage  and  the  reces- 
sion of  the  mid-Seventies  have  made  everyone  sensi- 
tive to  the  industry's  position.  Nonetheless,  there  will  be 
those  who  charge  that  du  Pont  is  trying  to  repeal  the 
important  environmental  legislation  of  the  early  Seven- 
ties. But  Gee  and  others  at  du  Pont  vehemently  deny 
that  this  is  their  intention.  "As  long  as  the  regulation 
produces  a  benefit  that  society  has  decided  it  wants,  I 
don't  think  you  can  challenge  it,"  he  says.  "[But]  in 
many  cases,  the  laws  were  passed  in  haste.  And  certainly 
they  were  passed  when  we  had  very  incomplete  tech- 
nical knowledge.  We  think  it's  time  to  look  at  those  laws 
and  regulations  and  ask  whether  they're  truly  efficient.'' 
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the  late  Sixties.  There  ought  to  be  a  public  health  move- 
ment." The  new  argument  runs:  Pay  more  for  electricity 
today  and  you  will  pay  less  for  doctor  bills  tomorrow;  pay 
more  for  quieter  lawn  mowers  today  and  you  will  pay  less 
for  psychiatrists  and  hearing  aids  tomorrow. 

The  environmentalists  are  increasingly  worried  about 
the  job  issue.  Time  was  when  they  more  or.  less  ignored 
blue-collar  types,  concentrating  on  persuading  their  fellow 
intellectuals  and  in  lobbying  their  views  into  law.  Jobs? 
Who  cared?  "Two  years  ago,"  says  Richard  Grossman, 
head  of  Environmentalists  for  Full  Employment,  "the  AFL- 
CIO  held  a  conference  on  full  employment  in  Washington. 
Not  a  single  environmental  group  was  invited.  So  we  or- 
ganized our  group."  Grossman's  group  is  paid  for  chiefly 
by  a  grant  from  the  Office  of  Environmental  Education 
at  the  Department  of  Health,  Education  &  Welfare;  in  oth- 
er words,  the  taxpayer  is  supporting  this  effort  to  bring 
unions  and  environmentalists  closer  together. 

Environmentalists  have  even  begun  claiming  that  their 
restrictions  produce  jobs  rather  than  reduce  them.  Noth- 
ing is  said,  of  course,  about  jobs  lost  because  plants  could 
not  be  built  due  to  environmental  costs  and  restrictions. 

There  are  clear  signs  that  the  old  environmentalist  coali- 
tion is  falling  apart.  The  no-compromise  types,  the  no- 
growthers,  are  becoming  isolated  from  those  who  sim- 
ply want  environmental  considerations  factored  into  devel- 
opmental plans.  They  are  forsaken  by  those  who  care  only 
about  a  single  local  issue,  like  the  location  of  an  airport. 

There  is  a  clear  split  between  "preservationists"  and 
"conservationists."  The  former  would  literally  dismantle  our 
present  society  as  wasteful,  alienating  and  polluting.  Their 
high  priests,  men  like  Barry  Commoner  and  E.F.  Schu- 
macher, still  have  followings,  but  are  not  unchallenged. 

The  "conservationists,"  heir  to  a  long  and  honorable  tra- 
dition that  traces  back  to  the  great  Gifford  Pinchot,  favor 
development  but  with  environmental  safeguards.  Carter's 
Interior  Secretary  Cecil  Andrus  puts  himself  in  this  group 
when  he  tells  Forbes:  "We  are  a  resource  development 
nation,  not  like  some  who  use  others'  resources.  It's  a  mat- 


ter of  doing  it  properly."  Governor  Michael  Dukakis  of 
Massachusetts  would  also  qualify  as  a  conservationist.  He 
strongly  favors  drilling  for  oil  in  the  outer  continental  shelf, 
but  with  heavy  emphasis  on  environmental  safeguards. 

In  1946  the  forerunner  of  the  Full  Employment  Act 
passed  the  Congress  and  became  law.  At  first  it 
merely  established  the  Council  of  Economic  Advis- 
ers, a  kind  of  jobs-for-economists  act— but  it  has  come 
to  influence  everything  the  federal  government  does. 

In  1969  the  National  Environmental  Policy  Act— also  a 
statement  of  intent  for  the  nation— quietly  passed  Con- 
gress. There  wasn't  much  fanfare  then  either.  But  like  the 
Full  Employment  Act,  the  Environmental  Act  is  beginning 
to  affect  every  American's  daily  life. 

However,  neither  full  employment  nor  protecting  the 
environment  are  absolutes.  While  committed  to  "full  em- 
ployment," the  government  accepts  7%  unemployment  as 
preferable  to  runaway  inflation  and  even  more  horrendous 
federal  deficits.  Meanwhile,  Congress  has  spumed  the 
Humphrey-Hawkins  bill,  which  was  intended  to  legislate 
a  3%  unemployment  maximum  into  law.  Full  employment 
has  become  a  goal— but  not  a  categorical  imperative. 

It  now  seems  clear  that  environmentalism  will  gradual- 
ly lose  its  extremist  tinge  and  take  its  righful  place  among 
the  other  important  issues  of  life  in  an  industrial  society. 
In  absorbing  so  many  environmentalist  zealots  into  his  Ad- 
ministration, President  Carter  is  simply  recognizing  that 
environmentalism  as  an  issue  is  here  to  stay.  The  environ- 
mentalists, in  short,  are  being  absorbed  into  the  establish- 
ment; but  they  are  not  necessarily  taking  it  over.  This  is 
not  a  nation  that  takes  kindly  to  extreme  choices— as  the 
Free-Silver  Movement,  the  Prohibitionists,  McCarthyites, 
John  Birchers  and  assorted  radicals  have  learned  to  their 
disappointment.  So,  too,  with  radical  environmentalists, 
with  the  no-growth  extremists.  Business  must  not  make 
the  mistake  of  confusing  commonsense  environmentalism 
with  fanaticism.  The  backlash  against  the  latter  is  al- 
ready under  way.  ■ 


The  Club  Of  Rome,  Remember? 


Remember  1972?  Those  were  the  good  old  days.  Oil 
was  under  $4  a  barrel  and  the  DJI  was  headed  past 
1000.  The  whole  industrial  world  was  booming,  and 
the  steel  industry  had  some  customers  on  allocation. 

It  was  the  perfect  time  for  angst,  which  was  supplied 
for  a  prospering  world  by  the  Club  of  Rome,  a  gathering 
of  100  thoughtful  men  who  predicted  that  pollution  and 
exhaustion  of  resources  would  doom  the  human  race. 
We— the  world— had  only  100  years  to  go  unless  we 
virtually  halted  industrial  growth. 

The  Club's  report,  entitled  "The  Limits  To  Growth," 
became  a  best-seller  for  a  little  New  York-based  pub- 
lisher, Universe  Books,  which  sold  300,000  copies.  "The 
timing  was  perfect,"  says  Don  Lesh,  spokesman  for  the 
Club  of  Rome.  "It  came  right  when  the  ecological  move- 
ment was  coming  into  power." 

Whatever  became  of  the  Club  of  Rome?  It's  still  func- 
tioning out  of  Rome,  still  run  by  its  founder,  Italian 
economist  Aurelio  Peccei,  but  somewhat  more  restrained 
in  its  forecasts.  It  no  longer  leans  so  heavily  on  com- 
puters as  it  once  did.  "They  realize  that  just  as  you  can't 
extrapolate  growth,  you  can't  use  computers  to  extra- 
polate collapse,"  says  an  admirer.  Indeed,  the  1974  sec- 
ond report  to  the  Club  of  Rome,  "Mankind  at  the  Turn- 
ing Point,"  took  a  more  tempered  approach  than  "Lim- 
its," asserting  some  growth  must  continue  in  the  post- 
Arab  embargo  world.  Says  Peccei,  although  he  is  an 


avowed  antinuclearist:  "There  is  a  need  for  a  number 
of  nuclear  plants  to  get  over  our  current  hump." 

Perhaps  the  most  damaging  criticism  of  "The  Limits 
To  Growth"  came  from  the  poorer  nations  of  the  world. 
The  embargo  on  growth  seemed  to  doom  them  to  eternal 
poverty.  "Were  we  western  elitists  telling  the  Third 
World:  'Now  that  we've  got  ours,  the  world's  got  to 
stop  growing'?"  asks  one  Club  insider.  The  Club's  third 
study,  "Reshaping  the  International  Order,"  concluded 
a  radical  redistribution  of  incomes  was  required— a  view- 
point that  has  aroused  much  criticism  inside  the  Club. 

The  report  raised  other  questions  about  the  Club's 
existence.  Some  members  are  angry  that  the  Club  is  run 
by  Peccei  and  a  handful  of  others  who  alone  decide 
which  studies  will  be  undertaken.  They  object  to  the 
unstructured  approach  maintained  at  Peccei's  insistence 
("we  don't  want  to  become  like  every  other  organiza- 
tion" ) .  Of  course,  any  resolution  of  the  conflict  between 
growth  and  environment  requires  participation  from  the 
Communist  world;  Peccei  has  tried— unsuccessfully  to 
date— to  spark  its  interest. 

At  any  rate,  with  the  poor  countries  struggling  to 
pay  for  oil  imports  and  the  industrial  countries  struggling 
with  unemployment  and  inflation,  "The  Limits  To 
Growth"  is  hardly  a  burning  issue  today.  A  September 
meeting  in  Stockholm  will  decide  how— and  if— the  Club 
of  Rome  should  continue. 
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You  can  tell  a  lot  about  an  individual  by  what  he  pours  into  his  glass. 
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Dusnmills, 
The  worlds  oldest  whiskey. 
What  individuals  have  poured 
into  theirglass  since  1608. 


Sales  Pitch:  ITT  Chairman  Harold  Ceneen  at  ease,  and  in  his  element,  with  security  analysts  last  month. 

Harold  Geneen  Rests  His  Case 


You  can  think  what  you  will  about  Harold  Geneen;  he  prefers 
to  judge  himself  on  the  numbers  he  has  achieved  at  ITT. 
Here's  Geneen,  in  a  relaxed  mood,  talking  about  it  all. 


By  ROBERT  J.  FLAHERTY 

An  ogre  in  a  business  suit?  The 
greatest  corporate  manager  of  our 
time?  An  unimaginative  numbers  grub- 
ber? A  great  leader  of  men?  Or  some- 
thing in  between?  History  has  not  yet 
rendered  its  judgment  or  judgments 
on  the  controversial  Harold  Sydney 
Geneen,  but  the  ITT  chairman  him- 
self—a bubbling  and  healthy  67— rest- 
ed his  own  case  late  last  month 
in  an  extraordinary  performance  before 
a  special  meeting  of  the  New  York 
Society  of  Security  Analysts. 

It  was  an  appropriate  audience,  be- 
cause Geneen  has  always  claimed  that 
his  allegiance  is  to  his  stockholders, 
and  to  increasing  the  value  and  yield 
of  their  investments. 

After  cocktails,  roast  beef,  and  wine, 
Geneen  rose  to  speak  to  the  250  se- 
curity analysts  and  a  smattering  of 
press.  He  declared  that  the  world  had 
settled  down  sufficiently  after  the 
shocks  of  the  past  few  years  so  that 
good  management  could  again  pro- 


duce superior  results.  He  described 
ITT's  1974-75  earnings  decline  as  a 
"momentary  aberration,"  and  predict- 
ed at  least  a  23%  gain  in  earnings  per 
share  for  this  year  and  a  doubling  by 
1982.  The  big  swings,  he  said,  would 
come  from  turnarounds  in  the  Hart- 
ford insurance  operations,  in  Sheraton 
hotels  and  in  Rayonier.  In  each  case, 
severe  problems  were  being  brought 
under  control. 

Then  he  added  up  the  figures  for 
the  Geneen  years:  When  he  took  over 
in  1959,  ITT  had  revenues  of  $766 
million  and  earnings  per  share  of  95 
cents.  This  year  revenues  will  exceed 
$12  billion,  earnings  about  $4.85. 

Adjourning  later  to  the  cocktail 
room,  Geneen  sipped  a  highball  and 
really  unburdened  to  a  Forbes  re- 
porter and  a  few  analysts  who  had 
not  run  for  trains  or  taxis  after  the 
speech.  He  wanted  to  talk  about  the 
stock  market.  He  felt  insulted  that  his 
ITT  was  priced  at  seven  times  esti- 
mated 1977  earnings. 

The  analysts  pushed  him  on  how 


much  he  thought  ITT  stock  was  really 
worth.  At  first  he  backed  away:  "I 
don't  understand  the  market."  But 
then  he  continued:  "For  entertain- 
ment I  play  the  banjo.  But  sometimes 
instead  I  look  at  the  way  Wall  Street 
prices  stock.  I  remember  back  when 
research  and  development  was  the 
thing.  There  was  this  Boston  company 
everyone  said  was  selling  at  ten  times 
research,  but  never  made  any  money. 
I  figured  out  it  was  really  selling  for 
19  times  losses." 

Thus  spoke  Hal  Geneen  with  no 
public  relations  men  or  lawyers  to 
tone  him  down.  The  right  side  of  his 
face  is  stiff  from  Bell's  palsy  but 
when  he  speaks,  you  still  feel  the  in- 
tensity and  force  of  a  demanding  guy 
known  as  "the  boss." 

"Bad  company— du  Pont,  General 
Motors,  Kodak— that's  what's  hurting 
ITT,"  he  went  on.  "It's  because  you 
analysts  call  us  all  growth  stocks.  Now 
IBM  is  a  damn  fine  growth  stock  be- 
cause its  earnings  do  grow.  But  most 
of  what  Wall   Street  calls  growth 
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How  the  engineers  of  Peugeot 
achieved  a  level  of  comfort  the 
engineers  of  Mercedes,  BMYV 
and  Jaguar  have  yet  to  equal. 


Few,  if  any,  cars  are  truly  in  a 
class  with  Mercedes-Benz,  BMW, 
and  Jaguar.  The  new  Peugeot  604, 
however,  is  a  notable  exception. 

Not  only  does  it  offer  the  en- 
gineering of  a  Mercedes-Benz 
280E,  the  handling  of  a  BMW  530i, 
and  the  elegance  of  a  Jaguar  XJ6L, 
it  gives  you  a  level  of  comfort 
superior  to  all  of  them. 

One  reason  is  the  604s  over- 
sized shock  absorbers.  You  won't 
find  them  on  any  other  car  be- 
cause they're  built,  and 
patented,  by  Peugeot 
Combined  with  the 
604's  fully  indepen- 


dent suspension,  large  coil  springs, 
and  long  vertical  wheel  travel,  they 
keep  the  car  from  practically  ever 
bottoming  out 

To  reduce  noise  and  vibra- 
tion—a major  source  of  passenger 
fatigue— the  604  has  a  "floating" 
differential,  a  steel  torque  tube  en- 
closing the  drive  shaft,  and  seats 
that  are  tuned  to  the  suspension. 

To  help  you  drive  in  comfort, 
its  equipped  with  power-assisted 
rack  and  pinion  steering,  power- 


assisted  disc  brakes  on  all  four 
wheels,  and  stabilizer  bars  front 
and  rear. 

To  help  you  pass  in  comfort,  it 
has  a  responsive,  overhead  cam 
V-6  engine.  And  a  choice  of 
4-speed  manual  or  3-speed  au- 
tomatic transmission. 

And  to  help  you  live  in  com- 
fort, it  has  the  room  of  a  chauf- 
feur-driven sedan,  air  conditioning, 
AM/FM  stereo,  an  electric  sunroof, 
genuine  leather  seats,  and  power 
windows.  Most  all  as  standard 
equipment. 

But  perhaps  the  most  com- 
forting feature  of  all  is  its  suggested 
retail  price.  Which  starts  at  around 
$11,000  PO.E. 

And  that  may  well  make  the 
604  the  engineering  achievement 
of  the  decade. 


Mo  one  builds  cars  the  way  we  build  cars. 


For  information  on  buying,  leasing,  or  overseas 
delivery,  see  your  Peugeot 
dealer.  Or  call  800-243-6000 
toll-free  (in  Conn.,  call  1-800- 
882-6500).  Peugeot  Motors 
of  America,  Inc.,  Lyndhurst, 
N.J.  07071. 


You  know  what  a  problem 
rising  energy  costs  are. 
Well,  owners  of  big  buildings 
have  this  problem  twice  over. 
They  pay  for  the  amount  of 
electricity  their  buildings  use. 
And  they  pay  a  demand  charge 
for  the  peak  electrical  load 
their  buildings  reach.  Much  of  the 
peak  load  is  drawn  by  their  central 
air  conditioning  systems. 
Building  owners  can  go  on  paying  for 
that  peak  for  the  next  three  to 
twelve  months.  Even  if  the  demand 
lasts  for  only  two  hours  on  a 
sweltering  August  afternoon. 

The  York  Division  of  Borg- Warner 
put  its  brains  to  the  problem  and 
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came  up  with  something  called  a 
Kilowatt  Kontrol™  demand  limiter. 
It's  a  little  like  a  brain  that 
attaches  to  a  unit  with  hundreds  of 
times  the  cooling  capacity  of  a 
large  room  air  conditioner. 

The  Kilowatt  Kontrol  demand 
limiter  monitors  a  building's  total 
electrical  demand.  When  the  derrlncu 
approaches  the  limit  pre-set  by 
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xiilding  owner,  it  gradually  re- 
es  the  flow  of  refrigerant  through 
system's  powerful  compressor, 
pby  reducing  its  energy  con- 
ption  just  enough  to  keep  the  de- 
id  from  exceeding  its  pre-set  limit, 
;  This  means  the  owners  of  an  office 
oartment  building  could  save  up 
B  percent  of  the  demand  charge. 
.  iers  of  all  sorts  of  commercial 
dings  could  enjoy  equivalent 
ngs.  And  since  the  air 
ditioning  never  goes  off, 
p  is  continuous  comfort,  cooling 
i  air  circulation.  That  means  no 
;eptible  change  in  temperature, 

no  upset  tenants. 

We  think  the  Kilowatt  Kontrol 


demand  limiter  is  quite  a  brain. 
After  all,  it's  keeping  owners 
and  tenants  happy. 

There's  a  lot  more  to  the 
Kilowatt  Kontrol  demand  limiter  than 
we  can  tell  you  about  in  one  ad. 
Like  how  you  can  get  to  own  one 
for  a  modest  investment. 
So,  if  you're  the  owner  of  a  large 
building  and  would  like  to 
know  more  about  this  electrifying 
development,  write  us  at  York 
Division,  Borg-Warner  Corporation, 
P.O.  Box  1592,  York,  Pennsylvania  17405. 

BORG^f WARNER 
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stocks  are  old  names.  A  company 
ought  to  be  called  a  growth  stock  only 
when  its  management  performs  and 
earnings  go  up.  Bing  Crosby  was  a 
great  singer,  but  he's  an  old  man  now. 
So  if  you  were  picking  the  best  singer 
now,  you  wouldn't  pick  him.  You'd 
go  for  one  of  the  newer  ones.  Same 
thing  in  stocks.  A  lot  of  these  famous 
names  are  Bing  Crosby  stocks— du 
Pont,  Kodak,  General  Motors— bad 
company.  Why  the  hell  should  ITT 
be  undervalued  by  being  included 
with  them?" 

"Undervalued?"  several  of  the  ana- 
lysts echoed. 

"Undervalued,  sure!  I  figure  if  some 
institution  would  buy  5  million  ITT 
shares,  that's  $175  million  plus,  it 
would  get  us  to  the  level  we  de- 
serve relative  to  the  overall  market 
and  the  performance  of  other  compa- 
nies in  it."  Geneen  said  he  feels  ITT 
should  be  at  least  $50  today  versus  its 
current  price  in  the  mid-30s. 

"Indexing  gets  me  mad,"  he  was 
saying.  "It  assumes  everyone  is  dumb. 
I  can  see  how  it  happens.  You  work 
in  a  bank.  If  stocks  are  up  and  your 
portfolio  is  up,  you  get  no  credit.  If 
you  have  two  bad  quarters  for  picking 
different  stocks,  they  call  you  in  and 
say  if  it  continues,  you'll  be  gone. 
Why  I  even  found  a  little  index  fund- 
ing creeping  into  ITT  accounts.  I  hol- 
lered. I  didn't  want  that  kind  of  think- 
ing. Here  we  are  always  trying  to  do 
better  than  average. 

"The  future  is  assured.  Why  are  all 
you  guys  so  worried?  I  read  in  the  pa- 
pers when  stocks  go  down  it's  because 
analysts  are  worried  Carter  may  do 


this  or  that.  Are  you  all  stupid?  Don't 
you  understand  what's  happening? 

"The  U.S.  economy  is  so  big  and  so 
diverse  that  whatever  direction  it's 
moving  in,  there  is  really  very  little 
government  can  do  to  change  it.  Right 
now  it  is  on  the  way  up!" 

"But  isn't  ITT  too  big  in  Europe?" 
an  analyst  asked. 

"Don't  discount  Europe,"  said  Ge- 
neen. "Where  you  find  the  greatest  op- 
portunity is  where  everyone  else  is 
worried.  Besides,  from  our  past  his- 
tory ITT  has  more  expertise  than  any 
other  company  in  getting  paid  for  ex- 
propriated property." 

What  did  he  think  about  drasti- 
cally undervalued  stocks?  "Anytime 
you  find  a  company  for  a  very  long 
time  selling  below  what  its  assets 
are    worth,    I    blame  management. 


The    management   that    will,  can." 

Did  ITT  really  have  $500  million 
in  operations  on  a  shape-up  or  be- 
shipped-out  basis? 

"I  hope  they'll  all  improve  so  much 
I'll  want  to  keep  them,  but  if  not  .  .  . 
that's  the  way  it  has  to  be.  We  don't 
want  to  become  one  of  those  compa- 
nies that  has  problems  and  just  sits 


there  with  them.  We  do  something 
about  our  problems." 

What  about  all  those  charges  that 
ITT  bought  earnings? 

"We  never  buy  earnings.  Take  that 
coal  company  we  bought.  When  we 
got  them,  they  earned  $16  million. 
By  1982  they'll  make  $50  million. 
The  guys  running  that  aren't  young. 
But  now  they're  just  like  boys.  We 
all  went  down  in  the  mine  together 
and  got  our  faces  all  black." 

How  about  the  oil  acquisition? 

"We're  going  to  buy  the  oil  compa- 
ny so  I  can  understand  coal.  But  now 
I  see  the  real  competition  for  coal  is 
coal.  There  is  no  push  to  open  new 
coal  markets  and  there  could  be  a  sur- 
plus if  there  are  not  more  shifts  from 
oil  to  coal." 

After  Geneen,  what?  (He  formally 


gives  up  the  chief  executive  officer's  ti- 
tle in  January. ) 

"I  worked  too  long  and  too  hard 
not  to  leave  ITT  in  good  hands.  Don't 
worry  about  Lyman  Hamilton  [now 
president].  He's  okay,  and  he's  backed 
up  by  a  great  team.  Besides,  I  plan  to 
stick  around  and  see  he  runs  it  even 
better  than  I  ran  it.  Go  meet  him." 

In  another  corner  also  surrounded 
by  analysts  stood  Hamilton,  50,  white 
wavy  hair,  handsome  and  a  very  pol- 
ished speaker. 

"From  day  one  I  will  begin  to  put 
my  stamp  on  ITT,"  he  said  firmly. 
"Wait  'til  you  see  what  a  good  job  we 
do  explaining  operations  to  outsiders." 

Was  he  worried  about  being  able 
to  run  a  company  this  big? 

"No,  when  I  think  what  a  weak, 
shaky  thing  Geneen  took  over  and 
what  he's  passing  on,  I  feel  good. 
We're  so  broad-based  now  we  can 
take  big  shocks." 

Did  Hamilton  think  that  the  world 
had  moderated  as  much  as  Geneen 
indicated?  "No,  I  see  more  unpredict- 
able shocks  and  inflation  ahead.  It's 
just  a  question  of  how  much.  Our 
worldwide  diversification  gives  us  so 
much  strength.  For  instance,  in  various 
expanding  economies  we  can  push 
while  playing  it  safe  in  other  econo- 
mies that  get  in  trouble. 

"Our  biggest  challenge  is,  we  still 
have  to  prove  the  world  needs  a  mul- 
tinational conglomerate,  and  I  think 
we  will."  ■ 


". . .  'The  U.S.  economy  is  so  big  and  so  diverse/  Geneen 
said,  'that  whatever  direction  it's  moving  in,  there  is 
really  very  little  government  can  do  to  change  it' . . ." 
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Call  FMCs 800 number  and  get 
thousands  of  products  on  the  line. 


With  FMCs  800  number  (800-621-4500),  anyone  can  call  FMC  Corporation  from 
anywhere  in  the  country*  and  find  out  about  any  of  tens  of  thousands  of  products. 

If  callers  phone  the  wrong  division  for  information,  they  are  directed  to  the  toll-free 
number.  At  one  stroke,  this  number  pulls  together  all  the  FMC  locations  spread  across  32  states 

When  the  toll-free  number  is  dialed,  the  inquiry  comes  in  to  the  FMC  Information  Centei 
The  Center  contacts  at  once  a  specially  appointed  person— someone  at  the  division  where  the 
product  in  question  is  manufactured. 

It  is  the  job  of  this  person,  the  Division  Contact,  to  answer  queries  about  FMC  and  its 
products.  The  Division  Contact  promptly  responds  to  the  phone  call.  Using  their  special  knowledge, 
the  Division  Contacts  can  generally  solve  the  caller's  problem. 

This  system  was  implemented  for  FMC  by  Dick  Ollendick,  a  Bell  Account  Representative 
It's  so  successful  that  FMC  is  in  the  process  of  putting  the  toll-free  number  into  the  white  pages  of 
phone  directories,  into  advertising,  and  into  press  releases. 

In  taking  these  steps  to  direct  people  to  the  800  number,  FMC  expects  to  reduce 
misdirected  calls  to  local  offices.  This  will  speed  up  the  information-handling  process,  enhance  the 
FMC  image,  and  most  important,  ensure  customer  satisfaction. 

You  can  get  this  kind  of  help  for  your  company,  too.  We'll  be  happy  to  talk  to  you  about  a 

telecommunications  system  custom-designed  to 


800-821-2121 


Toll-free  except  in  Alaska  or  Hawaii.  (800-892-2121  in  Missouri.) 
Or  mail  this  coupon. 

Bell  System  Sales  Center  Yes.  I'm  interested  in  more 

811  Main  Street  information  about  Handling 

Kansas  Gty,  Missouri  64141  Inquiries. 

Name  

Title  

Company  

Street  

City  :  

State  


Area  Code_ 


.Zip  Code. 


Business  Phone  No.. 


016-005 


your  specific  business  needs.  Or  about  our  effec- 
tive programs  for  handling  inquiries. 

Just  call  a  Bell  Account  Representative 
at  the  toll-free  number  opposite.  Or  send  the 
coupon. 

The  system  is  the  solution. 

♦Except  Alaska  and  Hawaii  (312-861-5900  in  Illinois). 


Bell  System 


Great  Expectations 

Bucyrus-Erie's  four  years  of  record  sales  and 
earnings  still  fall  short  of  what  might  have  been. 


At  64,  Bucyrus-Erie  Chairman  Eu- 
gene P.  Berg  is  clearly  a  success.  Tall, 
with  a  rugged  handsomeness  about 
him,  he  has  for  the  last  16  years  shep- 
herded Bucyrus-Erie  from  a  money- 
losing,  $64-million-sales  construction 
machinery  maker  to  a  highly  profita- 
ble, $485-million-sales  mining  machin- 
ery maker  respected  the  world  over. 

Yet  when  he  retires  May  31,  1978 
(under  a  rule  he  set  himself),  Berg 
won't  be  leaving  in  quite  the  glory 
he'd  have  liked.  He  has  doubled  the 
company's  mining  capacity  when  he 
would  like  to  have  tripled  it.  He  has 
had  to  lower  his  projections  of  the  de- 
mand for  coal  from  2.3  billion  tons  a 
year  to  more  like  1.2  billion  tons.  And 
he  has  seen  Bucyrus-Erie's  stock  drop 
from  its  high  of  $30.25  a  year  ago  to 
$21  currently.  His  explanation  for  all 
this?  "People  get  excited  and  then 
nothing  happens." 

But  for  all  his  dashed  hopes,  Berg 
is  still  excited:  "When  legislation  is 
passed,  when  we  finally  have  some 
rules  on  mining,  there  will  be  a  big 
jump  in  demand  for  coal  and  the  ma- 
chinery to  mine  it.  Besides,  we'll  be 
short  of  dragline  manufacturing 
capacity  in  1981  with  just  the  nor- 
mal growth  in  electricity  demand,  to 
say  nothing  of  conversions  from  oil 
and  gas  to  coal." 

Resisting  Temptation 

But  as  a  prudent  man,  Berg  can 
do  nothing  about  the  huge  market  he 
sees  so  clearly.  He  must  leave  the  job 
of  meeting  future  demand,  whenever 
it  materializes,  to  his  successor. 

Coal-mining  machinery  is  not  a  busi- 
ness where  you  can  gear  up  in  a 
month.  Berg  made  his  last  big  move 
four  years  ago,  when  he  embarked 
on  a  $142-million  expansion  of  capac- 
ity, including  a  1.4-million-square-foot 
mining  machinery  plant  in  Pocatello, 
Idaho.  But  the  plant  still  has  only 
1,597  workers,  well  below  its  optimum 
2,300  or  the  3,200-man  force  it  could 
use  if  run  flat  out. 

The  slowdown  in  Bucyrus-Erie's 
expansion  is  not  due  to  any  shortage 
of  capital.  Bucyrus-Erie  has  only  $100 
million  in  long-term  debt  (vs.  $245 


million  in  equity),  which  it  could  easi- 
ly pay  off  in  a  couple  of  years.  "But 
I  hope  we  don't,"  says  Berg.  "I  hope 
we  can  build  another  plant.  In  fact, 
we're  looking  at  two  or  three  sites 
right  now." 

For  the  moment,  however,  there's 
no  sense  in  such  a  move.  Bucyrus- 
Erie's  backlog  has  been  dropping 
quarter  by  quarter,  from  $705  million 
in  mid- 1975  to  $548  million  this  Mar. 
31.  Nor  is  all  of  that  backlog  very 
pressing.  For  example,  about  $40  mil- 
lion worth  of  equipment  orders  from 
American  Natural  Gas  has  been  de- 
ferred for  at  least  a  couple  of  years 
because  ANG  has  postponed  three 
planned  coal-gasification  plants. 

In  the  meantime,  an  interloper  is 
encroaching  on  Berg's  territory:  Ran- 
somes  &  Rapier,  a  British  company 
($34-million  sales)  that  quit  dragline 
construction  in  1964  but  has  now  re- 
entered the  business.  Berg  pooh-poohs 
the  threat:  "They're  not  going  to  be 
a  major  factor  in  the  market,"  he 
says.  "Three  to  four  machines  a  year 
is  probably  all  they  could  do,  out  of 
maybe  25  to  30  machines  a  year 
worldwide."  Walking  draglines  cost 
from  $3  million  to  $40  million,  take 
up  to  two  years  to  build. 

Also,  it's  hard  to  see  a  new  com- 
petitor coming  in  when  market  growth 
is  being  stalled  by  government  inac- 
tion. "For  five  years  now  I've  been  try- 
ing to  explain  why  Congress  hasn't 
acted  on  a  coherent  energy  policy," 
Berg  complains.  "When  things  get  to 
Washington,  they  are  just  slow\" 

With  resignation,  he  continues, 
"You  can't  just  finish  up  and  leave 
everything  tidy.  There's  just  no  period 
when  all  the  loose  ends  get  tied  up 
at  one  time."  He's  turning  his  atten- 
tion to  another  loose  end.  Before 
he  retires,  he  says,  he'd  like  to  make 
one  major  acquisition,  a  company  of 
perhaps  $200  million  in  sales. 

The  last-minute  acquisition  is  a 
common  syndrome  among  about-to- 
retire  chief  executives.  "Everyone  says, 
'I'm  gonna  make  one  more  before  I 
go,' "  Berg  acknowledges.  "Well,  if 
it's  a  good  one,  I  want  to,  too.  I've 
had  pressure  from  our  own  manage- 


Bucyrus-Erie's  Berg:  He  hoped  for 
a  coal  boom  that  has  not  yet  come. 
But  he's  still  hoping. 


ment— 'Let's  get  on  with  it  and  ex- 
pand in  some  other  area  to  round 
out  the  company.'  "  So  Berg  is  busy- 
sifting  through  offers,  concentrating 
on  capital-goods  makers,  particularly 
pollution-control  specialists. 

For  Berg's  company,  the  idea  makes 
a  lot  of  sense.  Bucyrus-Erie— with 
earnings  of  $41  million  last  year  ( 192 
on  equity)  and  capital  spending  down 
to  $15  million  this  year  from  $45  mil- 
lion last  year— has  money  to  spare. 

"We  might  find  a  company  that 
couldn't  raise  capital  but  was  funda- 
mentally sound,"  says  Berg.  "It's  a 
horrible  thing  to  have  a  market  pass 
you  by  just  because  you  can't  raise 
production  to  supply  it."  Which  is  ex- 
actly the  opposite  of  Bucyrus-Erie's 
problem. 

As  for  Berg,  he  plans  to  buy  him- 
self control  of  a  smaller  company, 
perhaps  $10-million  sales,  and  prob- 
ably in  industrial  goods,  the  field  he 
knows  best.  "If  it's  messy,  I'll  clean  it 
up,"  he  says.  "If  it's  tidy,  I'll  use  it  as 
a  base  and  carry  on."  And  he  will 
stay  on  the  Bucyrus-Erie  board.  "It 
will  be  like  raising  grandchildren,"  he 
muses.  "You  have  all  the  pleasures  of 
being  involved,  but  you  don't  have  to 
put  them  to  bed."  ■ 
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How's  The  Wafer  There? 


Britain's  big  Boots  drug  chain  has  just  stuck  a  toe 
in  the  U.S.  market.  A  big  splash  could  follow. 


i  i  Conditions  in  British  retailing  over 
;   past   several   years   have  been 
ibout  as  encouraging  as  a  continuous 
prebankruptcy   W.T.   Grant  special. 
i(  Consumer  confidence  has  been  lack- 
ling,  if  only  because  few  Britons  have 
had  any  money  to  be  confident  with. 

Nevertheless,   some  companies  in 
|  this  nation  of  shopkeepers  do  quite 
well,  even  in  trying  times.  One  of 
them  is  Boots  Co.,  Ltd.,  whose  1,248 
(outlets,  mostly  pharmacies,  make  it  by 
far  the  largest  of  Britain's  drug  chains. 
In  the  year  ended  March  1977  Boots 
turned  in  an  impressive  14%  return 
| on  capital,  with  earnings  of  $72.1  mil- 
lion on  sales  of  $1.3  billion.  That  was 
after  a   $15-million   special  charge. 
iFew  U.S.  retailers  can  top  that. 

This  has  been  possible,  says  Boots 
Managing  Director  Alan  D.  Spencer, 
57,  because  there  has  been  a  shake- 
out  taking  place  in  Britain,  with  larg- 
ler,  more  efficient  chain  stores  squeez- 
ing out  smaller  mom-and-pop  stores 
[and  smaller  chains  as  well.  "With  the 


current  increase  in  overhead— salary 
rates,  transport  and  so  on— smaller 
units  are  becoming  totally  uneconom- 
ic," says  Spencer.  "You've  got  to  put 
much,  much  more  merchandise 
through  these  units  to  justify  selling 
costs  than  the  space  itself  permits  you 
to  sell." 

That's  an  old  trend  in  Britain,  of 
course,  but  only  since  the  going  got 
really  rough  in  1974  has  Boots  flexed 
its  muscles  with  smaller  domestic 
competitors.  In  the  last  three  years 
Boots  has  closed  169  smaller  outlets 
while  opening  89  far  larger  stores, 
and  is  now  into  a  $425-million,  five- 
year  capital-spending  program. 

There  are  laws  in  nearly  every  coun- 
try on  the  Continent  to  protect  mom- 
and-pop  pharmacies  from  such  pres- 
sures. That's  why  Boots  has  virtually 
no  retail  operations  there:  "The  oppor- 
tunity to  operate  a  multiple  pharmacy 
chain  in  Europe,"  says  Spencer,  "is  a 
long  way  off." 

The  U.S.  has  no  such  laws  and  lots 


The  Cure  King:  Jesse  Boot  started 
his  drug  chain  selling  nostrums  in 
Nottingham  just  a  century  ago. 


more  housewives  with  lots  more  cash 
in  their  purses.  But  the  very  thought 
of  setting  up  shop  in  New  Jersey  or 
Nebraska  makes  Spencer  grimace  like 
a  boy  being  dragged  to  the  dentist: 
"One  has  only  got  to  look  at  the  cut- 
throat nature  of  the  U.S.  drug  busi- 
ness to  realize  why  the  thought  of 
buying  in  small  and  growing  against 
such  competition  is  a  bit  daunting." 

But  not  all  that  daunting.  Last 
month  Spencer  announced  that  he  had 


That's  a  Butler  building?' 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic  build  one  for  you.  See  "Butler 

as  any  building.  Mfg.  Co.  Builder'*  in  the  White 

Yet,  they  als*o  give  you  all  Pages.  Or  write  Butler  Mfg.  Co. 

the  important  time  and  money  Dept.  B-397,  BMA  Tower, 

savings  of  systems  construction.  Kansas  City,  Mo.  64141.  71m* 

To  learn  more,  call  the  local  ^  >^ 

independent  contractor  who  can  %£¥TLEJ£Jr 
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HE  MOLITOR  SERIES 

so  precise  thai  each  has  its  own  registered  number. 


m  > 


To  maximize  every  distance  and  control 
stroke  of  your  game,  you  must  play  the  world's 
most  precise  ball.  Molitor. 

The  Molitor  Series  is  created  under  the  most 
rigidly  controlled  specifications,  and  highest 
quality  production  process,  ever  devised.  A 
selected  set  of  core  and  cover  molds  creates 
the  smallest,  heaviest,  highest  initial  velocity 
ball  allowed  by  USGA  rules.  It  is  also  the  ball 
closest  to  a  perfect  sphere.  And  no  ball  is  more 
durable.  For  these  reasons,  each  Molitor 
receives  its  own  registered 
number. 

The  Molitor  Series. 
The  world's  most  pre-  V 
cise  ball.  Twenty-four  V 
dollars  per  dozen. 


proposed  merger  with  $25-million-sall 
Rucker  Pharmacal,  a  regional  ethic 
drug  producer  based  in  Shrevepoi 
La.  Since  roughly  a  fourth  of  Boots 
earnings  now  comes  from  the  mani 
facture  of  ethical  and  proprietai 
drugs,  mainly  offshore,  the  logic  w 
obvious.  Spencer  says  that  a  subs 
quent  acquisition  in  retailing  could  n 
be  ruled  out.  "But  buying  a  busine 
the  size  of  Walgreen  or  Peoples  Da 
in  our  present  condition  would  be 
bit  dodgy,"  he  adds  quickly. 

Not  that  he  hasn't  tried  before, 
least  in  Britain.  Twice  the  Monopoly 
Commission,  Britain's  equivalent  t 
the  Justice  Department's  Antitru 
Division,  has  vetoed  Boots  merger  pn 
posals,  most  recently  in  1974  wit 
$626-million-sales  House  of  Frase 
whose  Harrods  was  almost  the  mot 
valuable  thing  about  the  ailing  mei 
chandiser.  These  setbacks  surprise 
Boots,  whose  1968  merger  with  smaL 
er  but  directly  competitive  retaile 
Timothy  White  had  sailed  through. 

For  now,  Boots  is  tending  to  il 
domestic  knitting.  A  major  assau 
from  baby  products  retailer  Mothei 
care,  a  highly  successful  new  retai 


". . .  Buying  a  business  the 
size  of  Walgreen  or  Peoples 
Drug  would  be  dodgy' . . . 


ing  venture,  was  neatly  parried  wit 
an  expanded  baby-products  depart 
ment  called— naturally— Baby  Boots 
Mothers,  say  Boots  staffers  earnestly 
prefer  to  shop  for  baby  under  th 
kindly  watchful  eye  of  a  pharmacis 
(which  they  can't  do  at  Mothercare 
Adds  Spencer  contentedly,  "The  ac 
vent  of  Mothercare,  I  think  it  is  fai 
to  say,  did  encourage  us  to  widen  tha 
inventory  along  their  lines." 

Spencer  also  thinks  he  has  finally 
figured  out  what  to  do  .vith  all  tho 
smaller  Timothy  White  stores:  ma 
kitchen  boutiques  out  of  them.  He) 
says  it's  an  attempt  to  cash  in  on  ont 
of  the  two  conflicting  trends  in  British 
retailing:  smaller  "trendy"  boutiques 
with   narrow,   high-margined  inven 
tories   of   "originals,"   versus  largei 
stores  with  wider  inventories  for  the 
masses. 

But  there  is  little  doubt  that  the 
big  hope  for  Boots  remains  a  major 
acquisition,  certainly  outside  the  U.K 
almost  certainly  inside  the  U.S.  De 
spite  Spencer's  diffidence  about  t 
idea,  it's  far  from  impossible.  Any 
company  with  $72-million  earnings 
a  14$  return  on  capital  and  no  debt 
to  speak  of  has  the  muscle  to  make 
quite  a  splash— even  in  an  economy 
as  big  as  the  U.S."  ■ 
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Danger— Cash  Needs  Ahead 


If  AMC  becomes  the  first  U.S.  automaker  to  quit  the  passenger-car 
business  since  Studebaker,  would  stockholders  be  worse  off  than  they  are? 


By  MAXWELL  KING 

Fred  Martin  owns  an  interest  in 
three  auto  dealerships  around  War- 
ren, Ohio:  Chevrolet,  Ford  and  Amer- 
ican Motors/ Mercedes.  But  he  has  a 
soft  spot  in  his  heart  for  American. 
"We  like  them,"  says  Martin,  speaking 
of  the  American  Motors  Corp.  "I  sure 
hope  they  stay  in  business,  and  I'd  like 
to  stay  in  business  with  them."  So  he 
was  pleased  when  a  friend  recently 
decided  to  forego  the  Chevies,  Fords 
and  Mercedes  and  pick  a  Pacer  from 
his  American  Motors  dealership.  Mar- 
tin's friend  insisted  on  one  preliminary, 
though:  He  wanted  to  take  a  long  test 
drive.  "He's  the  kind  of  guy  who  likes 
to  get  something  different,"  says  Mar- 
tin, "but  he  wanted  a  car  that  got  at 
least  20  miles  to  the  gallon."  Though 
the  Environmental  Protection  Agency 
rates  the  Pacer  at  20  miles  per  gallon, 
Martin's  friend  figured  he  only  got  18. 
He  decided  to  buy  an  Opel. 

It  was  just  one  more  little  slip  in  a 
long  slide  for  Martin's  American  Mo- 
tors dealership.  He  sold  just  36  AMC 
passenger  cars  in  the  first  three  months 
of  this  year,  down  from  42  in  the  same 
time  last  year,  72  in  1975  and  76  in 
1974.  Throughout  the  country,  the 
story  is  the  same.  In  Pittsburgh,  Morry 
Sable  has  seen  sales  at  his  AMC  out- 
let fall  by  around  25%  since  1974,  and 
his  pretax  profit  by  about  the  same. 

The  figures  on  American  Motors 
Corp.  itself  are  even  more  grim. 
From  a  modest  4.8%  penetration  of 
the  U.S. -made  market  in  1974,  it 
plummeted  to  2.5%  last  year,  less  than 
2%  in  April  of  this  year  and  2.2%  in 
the  first  two  weeks  in  May.  The  com- 
pany has  lost  $74  million  in  the  past 
two  years,  despite  the  fact  that  the 
two  major  AMC  divisions  that  don't 
make  passenger  cars— Jeep  and  AM 
General    (trucks    and   buses)— were 


"The  most  vulnerable  of  the  Big  Three 
is,  of  course,  General  Motors,  which  last 
year  had  57.6%  of  the  U.S.  passenger 
market  (vs.  Ford's  24.2%,  Chrysler's 
15.7%).  Thus  far  this  year  General  Motors 
is  holding  60.3%  of  the  market  (vs.  Ford's 
26.8%,  Chrysler's  10.9%). 


highly  profitable.  This  spring  four  im- 
ports—Toyota, Datsun,  Volkswagen 
and  Honda— were  all  outselling  AMC. 

The  bleak  burden  of  those  figures 
has  led  to  speculation  that  AMC  is 
about  to  be  crushed  under  the  weight 
of  competition  from  foreign  car  pro- 
ducers and  the  Big  Three  automakers. 
Some  industry  analysts  think  AMC 
may  become  the  first  U.S.  automaker 
to  drop  out  of  the  passenger-car  field 
since  Studebaker  in  the  mid-Sixties. 
Even  more  speculative  is  the  possibili- 
ty of  a  merger  or  takeover:  AMC's 
losses  could  provide  substantial  tax- 
loss  credits,  and  Jeep  and  AM  Gen- 
eral would  be  lucrative  buys  (esti- 
mated 1976  profits:  $50  million). 
But  taking  AMC  out  of  passenger- 
car  production  would  not  be  easy. 
More  than  12,000  United  Auto 
Workers  union  members  would  lose 
their  jobs  (and  their  pensions  would 
have  to  be  assumed) ,  the  state  of  Wis- 
consin would  lose  two  important  in- 
dustrial plants  (at  Kenosha  and  Mil- 
waukee) and  the  already  difficult  anti- 
trust situation  for  the  Big  Three  might 
become  more  difficult  still.  * 

AMC  managers  dismiss  the  specula- 
tion as  malicious  and  unfounded. 
AMC  survived  for  over  20  years  by 
exploiting  a  niche  in  the  market— the 
small  car— that  the  Big  Three  had  not, 
until  recently,  done  much  to  fill.  The 
energy  squeeze,  they  argue,  makes 
growth  in  the  small-car  market  inevi- 
table. "It's  clear  to  us,"  said  Presi- 
dent William  V.  Luneburg  just  before 
his  recent  retirement,  "that  by  the 
time  you  get  out  to  1985,  over  80%  of 
the  car  market  will  be  in  the  range  of 
cars  weighing  between  2,000  and 
3,000  pounds.  That's  basically  where 
we  are  at  this  moment." 

But  what  Luneburg  perceives  as  an 
advantage  could  cut  the  other  way. 
As  the  auto  industry  shifts  toward 
smaller  cars,  AMC's  niche  is  becom- 
ing the  mainstream.  And  as  that  hap- 
pens, American  Motors  may  simply 
lack  the  power  to  compete  against  the 
bigger  companies. 

The  key  advantage  the  Big  Three 
have  is  cash.  With  relatively  healthy 
sales  and  profits,  they  can  generate 


the  money  that  is  needed  to  develop 
new  models.  The  roughly  $30  mil- 
lion it  will  take  AMC  to  launch  its 
forthcoming  luxury  compact,  the  Con- 
cord, is  a  considerable  strain  in  Keno- 
sha, but  peanuts  in  Detroit.  Ford,  for 
example,  is  now  spending  $800  mil- 
lion to  develop  its  subcompact  Fiesta. 
With  back-to-back  years  in  the  red 


Chairman  Chapin:  He's  betting  that 
the  inexorable  trend  to  smaller,  light- 
er cars  will  improve  AMC's  fortunes. 


and  another  one  looming,  AMC's  in- 
ability to  generate  cash  in  an  indus- 
try that  requires  cash  in  huge  amounts 
could  be  an  insurmountable  problem. 

To  assert  leadership  in  the  small- 
car  market,  AMC  spent  $60  million— 
a  bold  gamble,  given  its  resources— 
to  develop  and  introduce  its  Pacer  in 
1975.  The  Big  Three,  Chairman  Roy 
D.  Chapin  Jr.  said  at  the  time,  "can 
afford  to  make  mistakes;  we  can't.  We 
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don't  lead  public  taste;  we  try 
to  anticipate  where  it's  going." 
The  Pacer,  unquestionably  a 
stylistic  achievement,  misjudged 
the  market.  By  the  end  of  the 
Pacer's  first  year,  sales  had  fall- 
en off  (from  some  13,000  in 
June  to  half  that  in  December). 
By  early  1976  AMC  was  insti- 
tuting production  cutbacks  to 
control  a  growing  inventory. 
"We  went  through  six  months 
when  we  were  taking  the  Pacer 
off  the  truck  and  delivering  it. 
Then  it  stopped  overnight,"  re- 
calls dealer  Fred  Martin. 

What  happened?  Gerald  C. 
Meyers,  AMC's  new  president, 
thinks  the  company  made  a  se- 
rious marketing  error.  The  Pacer 
had  been  designed  as  a  wide, 
relatively  heavy  car  (3,162 
pounds  curb  weight,  vs.  the 
Chevrolet  Vega's  2,533,  the 
Ford  Pinto's  2,443)  that  would 
offer  luxury  on  the  inside  and 
a  stable,  big-car  ride  on  a  small 
frame.  Encouraged  by  the  ini- 
tial broad  appeal  of  the  car, 
AMC  officials  decided  not  to 
market  it  as  a  luxury  car  but 
simply  as  a  "wide  small  car." 
The  public's  reaction,  according 
to  Meyers,  was:  "Hey,  you've 
got  a  small  car  there,  don't  you? 
And  so  I  want  the  attributes  of 
a  small  car."  But  the  Pacer  gets 
only  20  miles  per  gallon  (vs. 
Vega's  28,  Pinto's  30).  Pacer 
ended  up  competing  against 
subcompacts— and  losing.  The 
irony  of  the  marketplace:  What 
could  have  been  a  small,  cheap 
luxury  car  became  a  heavy,  ex- 
pensive small  car.  "We  didn't 
segment  the  car,  so  the  public 
did  it  for  us,"  Meyers  says. 

People  who  buy  small  cars 
want  good  gas  mileage,  and  the 
mileage  on  AMC's  cars  is  unexcep- 
tional. The  Gremlin,  for  example,  sells 
as  a  subcompact,  but  with  its  smallest 
engine  it  delivers  only  25  miles  per 
gallon  (for  city  and  highway  driving 
combined,  as  measured  by  the  En- 
vironmental Protection  Agency).  The 
Chevrolet  Chevette  delivers  36  miles 
per  gallon,  the  Dodge  Colt  35,  the 
Ford  Pinto  30  and  the  foreign  sub- 
compacts  anywhere  from  the  high  20s 
to  the  40s.  The  compact  Hornet  and 
Pacer  give  only  20  miles  per  gallon. 
"If  we  could  just  give  them  [compact 
buyers]  that  23  or  24  miles  per  gal- 
lon .  .  ."  muses  Akron,  Ohio  AMC 
dealer  Sam  Green. 

American  Motors  is  not  without  re- 
sources as  it  fights  to  stay  alive  in 
the  passenger-car  business.  Both  the 
Jeep  division  (recreational  and  utility 
vehicles)  and  AM  General  (military 


Underpowered 

Few  enterprises  compare  with  the  automobile 
business  in  the  amounts  of  money  it  consumes 
in  restyling  and  retooling.  The  resources 
American  Motors  can  bring  to  the  game  have 
declined  in  recent  years  nearly 
to  the  vanishing  point. 


trucks,  postal  vehicles  and  transit 
buses)  have  been  solidly  profitable 
since  they  were  acquired  in  1970. 
Without  their  combined  profits, 
AMC's  loss  last  year  could  have  been 
close  to  $100  million. 

The  federal  government  has  been 
doing  its  bit  to  keep  AMC  going. 
American  Motors  has  been  the  sole 
supplier  of  vehicles  to  the  Post  Office 
for  six  years,  and  also  receives  large 
military  contracts.  Last  March  AMC 
got  another  $24-million  contract  for 
delivery  cars  and  trucks  for  the  U.S. 
Postal  Service. 

In  addition,  AMC  has  become  an 
object  of  concern  to  its  competitors 
and  even  to  members  of  the  United 
Auto  Workers.  GM,  Ford  and  Chrys- 
ler supply  parts  for  AMC  cars,  and  it 
is  understood  that  the  Big  Three  have 
been  helpful,  and  unusually  patient, 


creditors.  Ihe  UAWs  workers 
in  AMC  passenger-car  produc- 
tion have  consistently  settled  for 
less  from  AMC  in  recent  years 
than  from  the  Big  Three  auto- 
makers. 

American  Motors  brass  are 
particularly  pleased  by  the  re- 
cent purchase  from  Volkswagen- 
werk  of  West  Germany,  for  $60 
million,  of  exclusive  U.S.  rights 
to  a  new  two-liter  engine  and 
the  tools  to  produce  it  at  its 
Richmond,  Ind.  plant.  The  en- 
gine, which  may  be  offered  in 
all  AMC  cars  except  the  mid- 
sized Matador,  should  deliver 
increased  gas  mileage  without 
hurting  performance.  (But  with- 
out expensive  retooling  to  re- 
duce the  weight  of  AMC  cars,  it 
still  may  not  produce  mileage 
good  enough  to  compete  with 
other  small  cars. ) 

Back  in  1954,  when  Ameri- 
can Motors  was  being  created 
from  the  Hudson  Motor  Car 
Co.  and  Nash-Kelvinator  Co., 
another  merger  of  two  big  auto- 
makers was  taking  place:  Stu- 
debaker-Packard.  The  new  com- 
pany did  not  do  so  well.  As  its 
auto  operation  foundered,  the 
company  diversified  into  other 
areas.  When  Studebaker  was  ex- 
tricating itself  from  the  auto- 
mobile business  in  1965,  its 
stock  was  selling  as  low  as  17/2 
a  share.  Ironically,  as  it  bowed 
out  of  the  business  that  had 
made  the  company  name  fa- 
mous, Studebaker's  stock  went 
up.  By  1966,  just  before  it  com- 
bined into  Studebaker-Worth- 
ington,  the  stock  was  as  high 
as  44.  Could  it  be  that  Ameri- 
can Motors  stock— hovering  just 
above  4— will  go  up  if  the  com- 
pany is  forced  out  of  the  pas- 
senger-car line?  A  number  of  analysts 
think  so.  "If  they  can  survive  the 
trauma  of  getting  out  of  the  passen- 
ger-car business,  it  looks  like  a  good 
stock,"  says  David  Healy  of  Drexel 
Burnham  &  Co. 

It  was  a  key  decision  that  Chapin 
and  Luneburg  made  in  the  late  Sixties 
—to  diversify  the  company— that  led  to 
the  acquisition  of  Jeep  and  AM  Gen- 
eral. AMC  might  benefit  from  the 
move  to  smaller  cars  and  be  around 
to  hunt  niches  in  the  market  for  years 
to  come,  but  even  if  it  doesn't,  it  could 
survive  because  of  its  diversity. 

At  any  rate,  AMC's  stockholders 
may  as  well  hang  on.  As  one  of  them 
said  at  this  year's  annual  meeting, 
"The  stock  is  so  far  down  now  that 
there  is  no  point  selling  it.  We  might 
as  well  stick  around  and  see  what 
happens."  ■ 
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The  Road  To  Nowhere 


American  Motors  was  created  in  1954  with  the  merger  of  two  failing  carmakers, 
Nash-Kelvinator  and  Hudson  Motor  Car  Co.  The  new  company  committed  itself 
to  a  small  car,  the  Rambler,  at  the  start  and  has  been  trying  to 
make  a  go  of  it  in  the  small  end  of  the  business  ever  since, 
with  only  marginal,  and  occasional,  success. 
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Copper  And  Irony 


The  skeptics  thought  Continental  Copper's  mine  in  Chile  would  be 
expropriated.  It  wasn't — but  it  would  have  been  better  if  it  had  been. 


Plagued  by  a  dripping  faucet  in  a 
Chilean  hotel  room  a  few  years  ago, 
Herman  Keller,  vice  president  and 
secretary  of  New  York-based  Conti- 
nental Copper  &  Steel  Industries, 
called  the  desk  and  got  a  plumber 
who  laboriously  cut  a  washer  out  of  a 
piece  of  rubber  hose— and  that,  Keller 
knew,  was  also  why  Continental's 
59%-owned  copper  mine  nearby  was 
in  big  trouble. 

If  there  wasn't  a  washer  to  be 
found  in  northern  Chile,  the  new 
Minera  Sagasca  mine  would  not  have 
an  easy  time  getting  parts,  or  any- 
thing else.  That's  what  happened.  In 
fact,  Continental  discovered,  there 
are  worse  things  than  expropriation. 
Indeed,  one  of  the  worst  turns  of  luck 
the  small  (1976  sales:  $112  million) 
diversified  wire  and  cable  company 
has  had  in  the  last  three  years  was 
that  Chile  didn't  expropriate  its  mine. 

If  it  had,  the  company  would  have 
received  at  least  $7.7  million  in  U.S. 
government  expropriation  insurance 
benefits  against  its  $9.7-million  in- 
vestment, and  been  rid  of  an  albatross 
that  has  lost  $17  million  since  1974 
(  $1  million  more  than  its  total  sales  in 
that  period),  and  has  cost  Continental 
$5.7  million  in  write-downs. 

Back  in  1970  the  possibility  that 
expropriation  might  someday  be  a  de- 
sirable prospect  was  the  last  thing  on 
anybody's  mind.  Some  people,  in  fact, 
looked  askance  at  former  Chairman 
Mortimor  S.  Gordon  for  starting  a 
mine  in  Chile  just  as  the  leftist  Al- 
lende  government  was  coming  to  pow- 
er. Gordon  wasn't  worried.  His  mine 
was  too  small  to  attract  the  govern- 
ment, he  said.  Besides,  Chile  owned 
25%  of  it  already  and  had  financed 
about  8%  of  it.  Said  Gordon:  "I'm 
counting  on  the  Chileans  to  be  mo- 
tivated by  their  own  best  interests." 
He  turned  out— unfortunately— to  be 
absolutely  right. 

The  mine  was  intended  to  give 
Continental  some  protection  against 
the  problem  that  has  plagued  it  since 
it  was  founded  nearly  30  years  ago. 
Its  Hatfield  Wire  &  Cable  division  pro- 
duces 70%  of  its  revenues,  and  70% 
of  that  comes  from  construction,  a 
highly  volatile  market  in  which  man- 


Hot  Seat:  "My  last  years  in  banking," 
jokes  Continental's  new  CEO,  "pre- 
pared me  for  what  I've  faced." 


ufacturers  can  be  savagely  squeezed 
by  falling  prices  for  their  product 
while  the  price  of  copper,  their  ma- 
jor raw  material,  is  rising.  "The  idea 
was  that  when  copper  prices  went  up 
we'd  get  some  benefit  from  the  mine," 
says  Continental's  current  chairman, 
Charles  F.  Mansfield,  55,  a  blunt, 
balding,  former  group  executive  vice 
president  of  New  York's  Marine  Mid- 
land Bank. 

To  be  sure,  the  problem  occurred 
only  when  nonresidential  construc- 
tion was  down;  when  it  was  up,  Con- 
tinental took  care  of  itself.  In  1974, 
a  good  year  for  construction,  the 
company  had  the  best  year  in  its  his- 
tory—$153  million  in  revenues,  up 
nearly  100%  in  two  years,  and  $11.6 
million  in  earnings. 

But  sales  were  down  to  $140  mil- 
lion in  1975,  and  to  $112  million  in 
1976  with  $1.5  million  in  losses.  This 
year,  they  will  be  on  the  rise  again, 
but  Mansfield  says  losses  in  the  fiscal 
year  ending  June  30  could  be  the 
worst  in  the  company's  history.  Con- 
tinental stock,  which  hit  a  high  of 
37/2  in  1967,  was  at  5%  recently,  which 


is  about  33%  of  book  value. 

That  was  enough  for  some  changes 
at  the  top;  last  fall  President  Thomas 
J.  Stewart  resigned,  to  be  replaced  by 
David  Wolfson,  a  17-year  Continental 
engineer  and  operating  executive; 
three  months  later  Mortimor  Gordon 
stepped  aside  and  Mansfield  replaced 
him  as  chairman. 

It  was  not  always  so  bleak.  During 
Gordon's  long  reign— 20  years  as  presi- 
dent, chairman  or  both— Continental 
was  a  promising  little  highflier  with 
a  great  future.  Started  in  1948  by  the 
merger  of  Continental-United  Indus- 
tries Co.  and  American  Steel  &  Cop- 
per Industries  Inc.,  it  has  a  clutch  of 
small  companies  in  wire  and  cable, 
tool  steel,  molded  and  extruded  rub- 
ber, and  wire  and  fiberglass  screen- 
ing. Gordon  systematically  kept  put- 
ting pieces  together  in  an  effort  to 
diversify  it  away  from  its  dangerous 
exposure  in  construction,  and  to  some- 
day make  it  fully  integrated— just  like 
the  giants. 

Minera  Sagasca  in  northern  Chile 
was  to  be  the  last  piece.  It's  located 
in  a  desert  that,  Mansfield  says, 
"never  had  a  flood  until  we  built  the 
mine.  There's  some  speculation,"  he 
comments  wryly,  "that  we  disturbed 
some  Inca  graves  and  the  gods  are 
getting  even  with  us." 

So  it  would  appear.  First  the  chaos 
of  the  Allende  government,  then  the 
floods,  even  an  earthquake  last  De- 
cember. Minera  Sagasca  is  $32  mil- 
lion in  default  to  its  creditors,  who 
include  the  Chilean  government  and 
Continental,  the  World  Bank  and 
several  Japanese  smelterers.  It  had  net 
losses  of  $15.3  million  in  1975  and 
$1.6  million  in  1976,  and  Continental 
wrote  down  its  investment  by  $4  mil- 
lion in  1975,  $511,000  in  1976  and 
$1.2  million  so  far  this  fiscal  year. 

Furthermore,  the  mine  can't  be 
shut  down— Continental  asked  to  do  so 
in  1974  but  the  government,  which 
must  approve  layoffs  in  Chile,  took  no 
action.  Minera  Sagasca  has  operated 
at  30%  of  rated  capacity  at  times, 
however,  and  at  near  shutdown 
"standby"  once.  It's  now  running  at 
50%,  which  Mansfield  considers  "ac- 
ceptable." But  a  "great  deal  more 
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THINK  OF  YOUR 
INTERNATIONAL  BANK 


AS  AN 


AIRLINE 


1.  Do  you  get  all  the  in-flight 
information  you  want? 

2.  If  you  travel  tourist,  do 
you  still  get  first-class  service? 

3.  Are  their  landings  as 
smooth  as  their  take-offs? 

4»How  long  do  you  have  to 
wait  at  the  baggage  claim? 

If  you  judged  your  bank  the 
way  you'd  judge  an  airline,  would 
yours  still  be  flying  high  in  your 
estimation? 

Things  like  waiting  for  baggage 
can  be  a  bore- but  waiting  for 
payment  for  goods,  documen- 
tation or  information  can  be 
downright  costly. 

At  Barclays  International  we 


can  help  you  move  money  quickly. 
By  having  1700  branches  in  over 
70  countries  around  the  world - 
and  that's  quite  apart  from  the 
3000  Barclays  branches  in  the 
UK.  All  of  which  adds  up  to 
more  branches  in  more  countries 
than  any  other  bank. 

But  more  important  is  having 
experts  in  so  many  of  these  places 
who  really  know  one  another. 

Because  in  the  business  world, 
speed  is  people  as  well  as  places. 

So  don't  wait  till  you  find 
yourself  up  in  the  air.  See  how  we 
can  help  you  now.  Get  in  touch 
with  our  Vice-President, 
Corporate  Business  Development, 
at  200  Park  Avenue,  New  York, 
NY,  10017. 


BARCLAYS 

International 


1700  terminals  worldwide. 


All-wheel  drive  hel| 


Clark  tractor 
shovels  dig  in  for 
the  Goal  Rush. 


Durable  Clark  skidders  pull  the  big  timber  out. 


Mel  roe  uooca 
of  earthmoving. 


make  fast  wo 


Clark  gets 
it  done. 


You  can  count  on  it.  Because  the  equipment 
is  good  to  begin  with.  And  because  your  Clark  dealer 
knows  how  to  keep  it  that  way.  When  you're  under 
pressure  to  get  a  job  done,  that's  good  to  know. 
Clark  Equipment  Company,  Buchanan,  Michigan  49107 


i  Clark  lift  truck  handles  heavy  work  in  a  steel  mill. 


Testing  a  Clark  powershift 
transmission  before  delivery  to 
a  heavy-duty  vehicle  builder. 


.hern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited,  Alberta.  Canada.  Con- 

Jated  Pipe  Lines  Company,  Alberta.  Canada;  Consolidated  Gathering  System  Limited,  Alberta,  Canada,  Norlands  Petroleum  Limited,  Alberta,  Canada,  Northern 
_iquid  Fuels  International  Ltd  ,  Houston,  Texas;  Energy  Systems  Division,  Omaha,  Nebraska;  Hydrocarbon  Transportation,  Inc.,  Omaha,  Nebraska,  Northern  Gas 
Products  Company,  Omaha,  Nebraska;  Northern  Helex  Company,  Omaha,  Nebraska;  Northern  Propane  Gas  Company,  Minneapolis,  Minnesota,  Northern  Vocational 
Gaining  Company,  Washington.  D.  C  ;  Protane  Corporation,  Coconut  Grove,  Florida,  Dominican  Republic,  Jamaica.  Guatemala,  Venezuela,  Puerto  Rico,  United 
Petroleum  Gas  Company.  Minneapolis,  Minnesota,  Weskem  Division,  Amanllo,  Texas.  UPG,  Inc  .  Omaha,  Nebraska,  Peoples  Natural  Gas  Division,  Omaha,  Nebraska; 
Northern  Petrochemical  Company,  Des  Plaines,  Illinois,  Canton  Division,  Canton.  Ohio.  Nortech  Division.  Clinton.  Massachusetts,  Polymers  Division.  Des  Plames,  Illinois, 
Automotive  Chemicals  Division,  Des  Plaines,  Illinois. 

and  we  also 
help  keep 

the  fresh  in 
bread. 


Helping  bakeries  keep  their  Our  search  for  new  and  better 

products  fresh  is  just  one  example  energy  uses  has  led  us  into  color 

of  the  wide  range  of  products  and  concentrates,  antifreeze,  plastics 

services  Northern  provides  as  a  for  the  pharmaceutical,  automotive 

widely  diversified  natural  gas  and  houseware  industries,  and 

company.  much  more. 

The  Flexible  Packaging  Division  Our  Liguid  Fuels  Companies  are 
of  Acme  Tag  Company  in  engaged  in  the  production,  pur- 
Minneapolis,  Minnesota  buys  chase,  transportation  and 
plastic  sheeting  from  the  National  marketing  of  natural  gas  liquids: 
Poly  Products  Division  of  our  ethane,  propane,  iso-butane, 
Northern  Petrochemical  Company.  normal  butane  and  natural 
They  use  it  to  package  millions  of  gasoline. 

loaves  of  bread  and  other  food  By  squeezing  all  the  value  we  can 

products  whose  sale  depends  on  from  our  energy  sources,  we're 

freshness  and  eye  appeal.  providing  a  service  far  beyond 


what  you'd  expect  from  a  "tradi- 
tional" gas  pipeline  company. 

And  as  we  continue  to  diversify 
and  develop  in  areas  where  major 
growth  is  possible,  both  our 
customers  and  investors  will 
benefit. 

Meanwhile,  we'll  still  be  doing  all 
the  things  you'd  expect  a  gas 
company  to  do. 

Like  serving  1 .5  million 
customers  through  72  utilities  in 
eight  states,  maintaining  over 
31,000  miles  of  natural  gas  pipe- 
line, and  continuing  our  constant 
search  for  new  gas  reserves. 


Northern 

Natural  Gas  ♦  Liquid  Fuels  •  Petrochemicals 


money"  would  have  to  be  spent  to 
get  it  anywhere  near  capacity— "mon- 
ey we  are  not  in  a  position  to  put 
into  it." 

All  in  all,  Minera  Sagasca  has  been 
a  disaster.  Back  in  the  preproduction 
days  its  contributions  to  Continental's 
earnings  were  being  projected  by  ana- 
lysts as  up  to  $2  a  share,  depending 
on  the  price  of  copper.  But  for  the 
last  two  years,  all  it  has  contributed 
are  losses.  So  when  the  construction 
industry  fell  apart  in  1975,  and  Con- 
tinental's  profitability   began  falling 


along  with  it,  Minera  Sagasca  was 
not  there  to  cushion  the  blow. 

Next  month  Mansfield  expects  to 
report  that  all  Continental  divisions 
(although  not  all  subsidiaries)  oper- 
ated in  the  black  in  the  final  quarter. 
"It  will  not  be  a  good  quarter  by  his- 
torical standards,"  he  says,  "but  it  will 
be  the  best  in  the  last  two  years." 
The  full  year  itself  "is  going  to  be 
bad— one  of  the  worst,  if  not  the 
worst,  we've  ever  had,"  with  losses 
(including  another  big  write-down  at 
Minera  Sagasca)  that  were  running  at 


nearly  $4.8  million  through  the  first 
nine  months. 

What  to  do?  The  only  feasible 
thing  at  this  point  is  internal  diversi- 
fication. The  company  is  trying  to 
build  up  more  profitable  divisions  like 
Braeburn  Alloy  Steel,  which  makes 
tool  steel  and  last  year  accounted  for 
only  15%  of  the  revenues  but  most  of 
what  operating  profits  there  were. 
That,  and  wait  for  construction  to 
come  back.  "The  problem  now  is  to 
get  the  house  in  order,"  says  Mans- 
field. "Then  we'll  go  from  there."  ■ 


The  Little  Guy's  Bond 

Would  you  believe  a  tax-exempt  industrial  revenue  bond 
backed  by  the  federal  government?  The  aim  is  to  help 
small  businesses  with  pollution-control  problems. 


Ordinarily,  industrial  revenue  bonds 
supported  by  the  Leprino  Cheese  Co. 
of  Denver,  Colo,  would  not  get  a  tri- 
ple-A  rating  from  Moody's  and  a 
joint  underwriting  by  Bank  of  Ameri- 
ca and  White,  Weld  &  Co.  That  sort 
of  thing  is  reserved  for  such  top- 
rated  credit  risks  as  Exxon  Corp.  Le- 
prino, a  privately  owned  manufac- 
turer of  mozzarella  cheese,  has  about 
280  employees  and  sales  estimated  at 
$62  million. 

Nor  would  the  obligations  of  Philo 
Lumber  Co.,  a  family-owned  sawmill 
operator  in  Ukiah,  Calif.,  quite  fill  the 
bill.  Nor  those  of  Sebastopol  Coopera- 
tive Cannery,  a  collection  of  obscure 
California  apple  growers. 

But  this  month  they  and  four  other 
small  businesses  in  that  state  ( Leprino 
has  a  plant  in  the  town  of  Tracy, 
Calif.)  have  been  combined  by  the 
underwriters  to  float  just  such  an  is- 
sue—triple-A,  tax-exempt— with  the 
California  Pollution  Control  Financing 
Authority  as  the  issuing  authority. 

Therein  lies  the  trick,  of  course. 
The  issue  will  finance  sorely  needed 
pollution-control  equipment.  So,  un- 
der new  legislation  that  took  effect 
only  last  October,  the  seven  compa- 
nies' payment  on  the  debt  (via  an 
equipment  lease  arrangement  with 
the  CPCFA)  is  guaranteed  by  the 
U.S.  Small  Business  Administration. 
That  gives  Leprino  et  al.  the  support 
of  the  full  faith  and  credit  of  Uncle 
Sam.  As  we  said,  triple-A. 

This  issue  is  the  tiny  (it  amounts  to 
a  mere  $4.62  million)  first  example  of 
this  new  kind  of  debt  designed  specif- 
ically for  small  business.  Ultimately, 
co-underwriter  White,  Weld  estimates 
more  than  $3  billion  worth  of  such 


bonds  could  find  their  way  to  market 
over  the  next  ten  years  or  so. 

"The  purpose  is  to  help  small  busi- 
nesses make  it  through  the  change- 
over from  the  old  economy,  where  the 
environment  was  ignored,  to  the  new," 
explains  Bobert  Aldrich,  first  vice 
president  of  White,  Weld  and  a  prime 
mover  in  developing  the  idea  and  get- 
ting the  needed  legislation  passed. 


". . .  More  than  38,000  small 
enterprises  discharge  wastes 
into  water  or  air . . ." 


"The  economy  we'll  be  living  in  from 
now  on  will  force  the  entrepreneur  to 
absorb  the  cost  of  his  pollutants  in- 
stead of  passing  them  on  to  society 
at  large." 

A  small  manufacturing  business  as 
defined  by  the  SBA  varies  from  indus- 
try to  industry,  but  is  measured  by 
the  number  of  employees  on  the  pay- 
roll. It  may  have  as  many  as  1,500 
in  the  aircraft  industry,  or  be  limited 
to  as  low  a  ceiling  as  250  (electroplat- 
ing). The  Environmental  Protection 
Agency  estimates  that  more  than 
38,000  such  enterprises  discharge 
wastes  into  water  or  air  across  the 
country.  Whatever  the  total  bill  for 
cleaning  up  existing  industrial  fa- 
cilities, Aldrich  thinks  small  busi- 
nesses will  collectively  have  to  pay 
some  30%  of  it.  Depending  on  the 
future  degree  of  regulatory  zeal,  that 
total  could  be  $7  billion  to  $10  billion. 

The  problem  is,  small  businesses  are 
even  harder  put  to  absorb  such  costs 
than  are  large  ones.  Besides  having 


relatively  slender  resources  to  begin 
with,  they  miss  out  on  the  economies 
of  scale  available  to  big  business:  Pol- 
lution control  naturally  tends  to  cost 
a  small  producer  more  per  unit  of  pro- 
duction than  it  docs  a  large  producer. 

But  by  no  means  the  least  of  the 
little  fish's  troubles  is  his  lack  of 
access— until  now— to  low-interest, 
long-term  financing  open  to  large  cor- 
porations through  their  own  strong 
credit  ratings  and  devices  like  pollu- 
tion-control revenue  bonds.  All  this 
has  translated  into  a  serious  competi- 
tive disadvantage  for  the  small  fellow. 

The  new  legislation  helps  to  com- 
pensate for  that.  This  month's  Cali- 
fornia issue,  for  example,  matures  in 
1997  and  was  priced  to  yield  5.27% 
by  the  underwriters,  with  a  net  inter- 
est cost  to  the  seven  firms  of  just  over 
6%.  Their  only  alternative,  Aldrich 
says,  would  have  been  seven-to-ten- 
year  bank  loans  at  about  10%. 

This  financing  scheme  is  good  for 
only  those  companies  the  SBA  ap- 
proves as  sufficiently  creditworthy,  of 
course,  but  that  still  adds  up  to  a 
good-sized  chunk  of  the  total  need. 
And  Aldrich  makes  no  bones  about 
the  social  value  of  this  federal  boost 
to  offset  the  federal  blow  of  pollution- 
control  requirements. 

"Half  the  gray-iron  foundries  in 
New  Jersey  have  closed  down,  many 
of  them  because  of  the  air-quality 
regulations  that  went  into  effect 
there,"  recounts  Aldrich,  citing  an  ex- 
treme but  certainly  not  unique  exam- 
ple. "Nobody  notices  when  this  sort 
of  thing  happens,  because  the  busi- 
nesses have  a  small  impact  individual- 
ly, but  together  they  add  up  to  a 
significant  number  of  jobs."  ■ 
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Beginning  of  the 
checkless  society? 

Checks  and  cash  are  not  going  to 
disappear.  But  transferring  funds 
electronically  will  become  so  prevalent  that 
"checkless  society"  may  become  an  everyday 
phrase. 

A  working  example  is  at  the  C.  R. 
Anthony  department  store  shown  here  in 
Oklahoma  City. 

That's  where  people  can  both  shop  and 
bank  with  the  same  card. 

ChecOKard. 

Called  ChecOKard™  by  its  originator,  the 
Liberty  National  Bank,  the  card  is  a  plastic 
wonder.  It  allows  the  customer  to  make 
checking  and  savings  account  deposits, 
withdrawals,  transfers  and  payment  for 
purchases  at  Anthony's. 

All  electronically. 

Electronic  Funds  Transfer. 

ChecOKard  represents  a  new  and 
concrete  development  in  electronic  funds 
transfer  (EFT).  And  the  processing  system 
that  makes  it  work  comes  from  National 
Sharedata  Corporation,  one  of  the  high- 
technology  companies  in  Western  Union's 
Teleprocessing  Group. 

Our  Teleprocessing  Group  supplies  a 
variety  of  information  systems  and  services 
to  the  nation's  banking  and  wholesale 

Western  Union. 
The  fastest  way  to  get  the  word  around. 

(And  money,  too.) 


Introduced  in  1871,  Western  Union  Money  Order 
Service  was  the  pioneer  in  electronic  funds  transfer. 

distribution  industries. 

As  far  back  as  1871,  Western  Union 
introduced  a  national  system  of  Money  Order 
Service.  Today,  Western  Union  transfers 
hundreds  of  millions  of  dollars  a  year, 
electronically. 

The  future. 

While  no  one  has  the  perfect  crystal  ball 
for  electronic  funds  transfer,  one  thing  is 
clear.  Western  Union  will  have  a  role  to  play. 

For  a  free  copy  of  our  annual  report, 
please  write:  Boyd  Humphrey, 
Western  Union  Corporation, 
One  Lake  St  feet,  Upper        UUI  BLJi 
Saddle  River,  N.J.  07458.      western  union 


Kissing  The  Hand  You  Just  Bit 
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Getting  no  help  from  its  socialist  brothers,  little  Guyana  is 
asking  for  capital  from  the  same  foreign  investors  it  only 
recently  dispossessed.  Inconsistent?  Not  by  Marxist  logic. 


"If  you  say  you  are  socialist,"  com- 
plains Desmond  Hoyte,  Minister  of 
Economic  Development  for  the  Co- 
operative Republic  of  Guyana,  "peo- 
ple think  that  automatically  means 
that  you  spurn  investors  and  experi- 
ence and  expertise  and  so  on.  That 
certainly  isn't  true  of  us.  I  think  we 
are  sufficiently  pragmatic  to  live  in  a 
real  world,  made  up  of  all  kinds  of 
people,  countries,  systems."  George 
King,  Guyana's  Minister 
of  Trade,  is  more  specific. 
Says  he:  "We're  very 
much  interested  in  at- 
tracting foreign  capital." 

That  may  seem  a  little 
hard  to  believe,  consider- 
ing that  over  the  last  five 
or  six  years  Guyana  has 
taken  over  virtually  every 
foreign  investment  of  any 
consequence  in  the  coun- 
try—including the  sugar 
and  retailing  operations  of 
Britain's  Booker  McCon- 
nell  Ltd.  last  summer  and 
the  bauxite  and  alumina 
operations  of  Alcan  and 
Reynolds  Metals— so  that 
today  close  to  70%  of 
Guyana's  economy  is  state 
controlled. 

Now  that  the  state  is  in 
control,  however,  Guyana 
is  having  second  thoughts 
—painful  ones.  It  has  dis- 
covered that  it  still  needs 
foreign  investment  to  spur 
Guyana's  economic  de- 
velopment—and needs  it  so 
badly  it  has  begun  to  ra- 
tionalize how  it  can  justify 
foreign  capitalism  and  do- 
mestic socialism.  Even  in 
the  marvelous  world  of 
Marxism-Leninism,  eco- 
nomic development  still 
costs  money. 

Guyana's  planners  have 
come  up  with  the  Upper 
Mazaruni  Project,  one  of 
those  vast,  almost  mythic- 
undertakings  that  have 
the    potential    for  com- 


pletely transforming  the  country  the 
way  the  Dnepropetrovsk  Dam  did  the 
Soviet  Union  or  the  transcontinental 
railroad  the  U.S. 

The  Upper  Mazaruni  is  a  river, 
reaching  deep  into  the  jungles  of  Guy- 
ana's interior,  and  the  project  is  a  3.1- 
million-kilowatt  hydroelectric  power 
scheme  that  in  its  first  1-million-kilo- 
watt  stage  would  generate  ten  times 
as  much  power  as  Guyana  consumes 


Guyana:  "Land  Of  Waters':.. 

...thafs  what  the  Amerindians,  Guyana's  aboriginal  inhabitants, 
called  it.  Today,  the  waters  are  not  only  picturesque,  as  at  Maipuri 
Falls  on  the  Mazaruni  below,  they're  a  potential  source  of  hydro- 
electric power.  The  Upper  Mazaruni  project  would  create  a  dam, 
a  220-square-mile  lake,  and  3.1  million  kilowatts  of  capacity. 


presently  and  so  provide  the  founda- 
tion for  the  industrial  society  Prime 
Minister  Forbes  Burnham  and  his 
planners  envision  for  Guyana's  future. 
"If  we  go  into  industrializing  this 
country,"  says  development  minister 
Hoyte,  "we  must  have  abundant  and 
cheap  power." 

And  Guyana  has  it— if  it  could  only 
develop  it— in  its  rivers,  a  dozen  or 
more  with  exotic  names  like  Demera- 
ra,  Essequibo,  Cuyuni, 
Rupununi,  Corentyne  and 
Mazaruni.  In  sum,  says 
Guyana's  Minister  of  En- 
ergy and  Natural  Re- 
sources Hubert  Jack,  they 
give  Guyana  a  hydroelec- 
tric power  potential  of  10 
million  to  14  million  kilo- 
watts—as much  as  the  in- 
stalled capacity  of  the  en- 
tire Pacific  Northwest— 
and  that's  the  equivalent 
of  oil  production  of  may- 
be 650,000  barrels  a  day. 

You  can  put  oil  in  a 
tanker  and  ship  it  vvhere- 
ever  you  need  it,  but  you 
have  to  consume  electric 
power  more  or  less  on 
the  spot,  and  Guyana's 
present  power  needs  are 
ridiculously  small.  So  the 
feasibility  of  the  project 
depends  on  the  construc- 
tion of  a  200,000-ton  alu- 
minum smelter  based  on 
the  alumina  output  of  the 
government  refinery.  The 
smelter  would  consume 
only  about  40%  of  the 
first-stage  power  output, 
leaving  more  than  enough 
to  attract  other  energy- 
based  industries— fertiliz- 
er, steel,  pulp  and  paper, 
what  have  you. 

Depending  on  the  scale 
of  the  development,  Guy- 
ana ought  to  be  able  to 
produce  power  for  some- 
where between  5.6  and  10 
mills  per  kilowatt  hour, 
which  compares  with  57 


64 


FORBES,  JUNE  15,  1977 


mills  for  new  coal  or  50  mills  for  new 
nuclear  power  plants  getting  under 
construction  in  the  U.S.  "It  does  not 
appear,"  Energy  Minister  Jack  says 
carefully,  "that  there  is  any  other 
place  in  the  world  where  you  could 
start  today  and  build  a  hydro  scheme 
and  produce  cheaper  power." 

Guyana  is  so  determined  to  push 
the  project  through  that  it  has  already 
begun  building  a  $30-million,  220- 
mile  road  to  the  dam  site— a  venture 
that  will  also  serve  to  open  up  Guy- 
ana's empty  interior  to  settlement,  ag- 
riculture and  forest  development.  But 
with  a  population  of  only  800,000 
and  a  gross  domestic  product  of  un- 
der $600  million,  Guyana  is  too  small 
itself  to  finance  a  project  with  a  first- 
stage  cost  of  between  $800  million 
and  $1.2  billion.  So  it's  hoping  to  in- 
terest international  lending  agencies, 
equipment  suppliers,  international 
aluminum  companies  in  financing  var- 
ious stages  of  the  project.  Says  Jack: 
"We  can  envision  equity  participation 
from  international  companies— interna- 
tional aluminum  companies."  But  so 
far  none  of  them  has  come  close  to 
taking  the  bait. 

What  about  Guyana's  socialist  com- 
patriots? As  it  moved  further  and 
further  to  the  left,  Guyana  turned,  in 
the  early  Seventies,  to  strengthening 


its  economic  ties  with  Eastern  Eu- 
rope, the  Soviet  Union,  China,  Yugo- 
slavia, and  early  this  year  even  ap- 
plied for  associate  membership  in 
Comecom.  But  Guyana's  socialist 
brothers  have  shown  little  interest  in 
funding  its  internal  development. 

Officials  like  Hoyte  and  Jack  seem 
surprised  to  learn  that  multinational 
companies  aren't  rushing  in  to  offer 


. .  Even  in  the  marvelous 
world  of  Marxism-Leninism, 
economic  development 
still  costs  money  . . ." 


help.  A  deal  with  Parsons  &  Whitte- 
more  to  build  a  pulp-and-paper  mill 
fell  through  a  while  back  because 
Guyana  refused  to  guarantee  the  debt 
of  the  project,  and  in  the  circum- 
stances, P&W  was  unwilling  to  assume 
the  burden  itself.  The  international 
aluminum  companies  have  not  been 
eager  to  take  on  the  smelter  project, 
and  Alcoa  has  been  downright  anta- 
gonistic. "This  has  puzzled  me,"  Hu- 
bert Jack  says.  "We  never  had  any 
business  with  Alcoa,  and  we  never 
exchanged  an  angry  word  with  them, 


but  when  we  took  over  Alcan,  Alcoa 
seemed  even  more  hurt  than  Alcan 
was"— as  if  capitalists  did  not  have  at 
least  as  much  solidarity  as  socialists. 

Christopher  Nascimento,  Minister  of 
State  in  the  Prime  Minister's  Office 
and  effectively  Guyana's  minister  of 
propaganda,  sounds  quite  offended  at 
this  reluctance  on  the  part  of  the 
once-burned  capitalists.  "These  are 
our  natural  resources.  We  must  be 
able  to  control  them  in  terms  of  how 
they  are  developed,"  he  says,  "in  terms 
of  where  the  priorities  are,  so  we  in- 
sist on  majority  control.  The  sooner 
the  transnational  begin  to  accommo- 
date the  idea  that  they  have  to  find 
a  partnership  arrangement  with  de- 
veloping countries  that  have  raw  ma- 
terials the  better.  The  current  trans- 
national position  seems  to  be:  Okay, 
the  bastards  want  to  take  us  on,  we'll 
play  one  developing  country  against 
the  other  because  we  can  survive 
that  way." 

This  kind  of  rhetoric  may  be  com- 
forting to  leftist  governments,  but  it 
won't  get  any  dams  built.  Govern- 
ments like  Guyana's  are  slowly  learn- 
ing that  while  big  foreign  companies 
no  longer  have  gunboats  at  their  dis- 
posal they  still  have  something  which 
is,  in  the  long  run,  far  more  power- 
ful: capital.  ■ 


The  ultimate  martini  begins  with  a  twist. 


"With  our 
online  data  base 
here  at  Davison, 
we  respond  to 
customer  needs 
three  times  faster." 


"With  our  IBM  online  data  base  system, 
re  now  typically  report  laboratory  test 
esults  in  a  single  day,  instead  of  three 
ays,"  says  Charles  E.  Brookes,  president 

If  Davison  Chemical,  a  division  of  W.R. 
rrace  &  Co. 
"At  the  same  time,  the  system  has 

flowed  us  to  increase  our  volume  of  tests 

|y  24%  without  any  increase  in  overhead," 

le  adds. 

Laboratory  testing  is  vital  to  Davison, 
;ince  a  sample  of  every  company  product— 
jnostly  catalysts  for  petroleum  and  indus- 
trial use— must  be  chemically  analyzed  be- 
jore  each  shipment.  The  data  base  system 
seeps  laboratory  and  marketing  personnel, 
Is  well  as  the  firm's  customers,  up  to  the 
jiinute  on  over  360,000  tests  performed 
jnnually. 

Some  of  these  tests  determine  the 
ftatus  of  catalysts  already  in  use  in  petro- 
ium  refineries  and  elsewhere.  "We  can 
low  provide  the  results  of  such  analyses  to 
fur  customers  far  more  quickly,  aiding 
lem  in  making  timely  decisions  involving 
fnillions  of  dollars  in  refinery  runs,"  says 
Ay.  Brookes. 

One  source  for  data 

An  online  data  base  organizes  large 
olumes  of  information  and  gives  people 
t  computer  terminals  swift  access  to 
\.  Needed  data  can  be  quickly  obtained, 
odified  and  updated.  New  data  can  also 
e  added  to  the  base  through  terminals. 

At  Davison,  the  data  base  contains  all 
elevant  information  relating  to  laboratory 


operations,  including  types  of  analyses, 
methods  and  costs,  product  samples  and 

test  results.  It  runs 
on  a  System/370 
Model  135  at  Balti- 
more headquar- 
ters and  can  rap- 
idly be  accessed 
through  IBM  vis- 
ual terminals  and 
keyboard  printers. 


AVERAGE  TIME  FOR 

REPORTING  TEST  RESULTS 

Before 

data  base 

3  days 

With 

data  base 

1  day 

"We  respond  to  some  7,000  customer 
inquiries  a  month  through  the  visual  dis- 
plays, giving  them  needed  information  with 
one  phone  call,"  says  Mr.  Brookes. 

Bypassing  paperwork 

One  major  benefit  of  the  system  is  that 
it  has  freed  laboratory  personnel  from 
numerous  time-consuming  clerical  tasks. 

"Three-quarters  of  all  paperwork  has 
been  eliminated,"  reports  Mr.  Brookes. 
"The  computer  now  automatically  calcu- 
lates laboratory  charges,  prints  labels  for 
samples  and  produces  periodic  reports  on 
operations.  It's  allowed  our  professionals 
to  concentrate  on  their  real  jobs." 

Data  base  systems  are  one  of  a  number 
of  ways  IBM  extends  the  power  of  the  com- 
puter to  people  who  need  it.  For  more 
information,  call  your  IBM  Data  Process- 
ing Division  marketing  representative.  Or 
write  for  "Data  Base  Systems:  The  Busi- 
ness Benefits"  to  IBM  Corporation,  Dept. 
83F,  1133  Westchester  f f^H Jf 
Avenue,  White  Plains,    I  J  %  Jy^ 

NeW  York  10604.  Data  Processing  Division 


vords,  results 
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At  Home  tin  The  Asphalt  Trail 


Has  the  energy  crisis  spelled  the  doom 
of  the  big  motor  home?  Don't  bet  on  it. 


,Mim\  ■ifftiV 
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These  are  anxious  days  for  the  $2- 
billion-a-year  motor-home  industry. 

For  a  few  weeks  after  President 
Carter's  energy  message,  sales— which 
had  been  booming  along  at  pre-Arab 
embargo  levels— suddenly  screeched 
to  a  halt.  Once  the  panic  passed, 
however,  business  picked  up  again 
and  dealers  reported  improving  busi- 
ness in  May. 

Can  motor  homes,  prodigious  con- 
sumers of  gasoline,  survive  in  an  en- 
ergy-conscious world?  So  far,  the 
answer  has  been:  Yes.  At  first  the  em- 
bargo put  a  terrible  crimp  in  the  busi- 
ness. From  1973's  129,000  units,  sales 
fell  to  69,000  in  1974.  But  they 
snapped  back  last  year  to  156,000 
units  and  before  the  energy  message, 
the  Recreation  Vehicle  Industry  As- 
sociation predicted  a  further  23%  rise 
in  sales  this  year— and  300,000  vehi- 
cles by  1981. 

Now  the  industry  is  nervous  again. 
Some  manufacturers  are  optimistic- 
thinking  that  the  energy  problem  is 


overstated.  Others,  however,  are 
frankly  worried. 

Among  the  optimists,  General  Mo- 
tors, new  to  this  business  since  1973, 
sees  volume  climbing  this  year  by  21% 
to  3,300  units.  Coachmen  Industries 
expects  sales  to  top  $300  million, 
dramatically  up  from  only  $50  mil- 
lion in  1974  and  from  $225  million 
last  year.  "Business  is  great,"  beams 
Coachmen  President  Thomas  Corson. 

But  listen  to  the  pessimists.  "We 
are  curtailing  production  17%,"  says 
President  John  V.  Hanson  of  Winne- 
bago Industries.  "I  cannot  tell  you 
why,"  says  Sales  Director  David 
Struck  of  Champion  Home  Builders, 
"but  the  word  for  our  sales  right  now 
is  spotty." 

The  problem  is  that  motor  homes 
deliver  ten  miles  per  gallon— if  you're 
lucky.  This  on  top  of  a  basic  cost  of 
from  $11,000  to  over  $50,000.  To- 
day's fancier  units  look  more  like 
palaces  on  wheels— replete  with  eye- 
level  microwave  ovens,  central  vac- 


uum cleaning,  color  TV,  even  three- 
piece  bathrooms  with  waste-disposal 
systems  that  operate  through  the  ex- 
haust system  as  you  motor  along. 

"People  are  waiting  for  the  other 
shoe  to  drop,"  says  leisure  industry 
analyst  Lee  Isgur,  of  Paine,  Webber's 
Mitchell,  Hutchins  division.  "They 
expect  Congress  to  put  some  form  of 
surtax  on  these  machines." 

Wall  Street  is  anxiously  marking 
down  the  stocks  of  motor-home  mak- 
ers. Coachmen,  after  climbing  from 
3  to  19,  is  back  to  11.  Winnebago 
languishes  at  4,  never  having  re- 
covered from  its  last  pummelling, 
a  drop  from  48  to  3  in  18  months. 

The  wonder  is  that  there's  any  op- 
timism around  at  all.  But  there  is. 
"Frankly,"  says  Coachmen's  Corson,  "I 
don't  see  any  taxation  coming  for  our 
vehicles."  What  Corson  and  many 
others  in  the  trade  expect  is  that 
Washington  will  back  away  from  ap- 
plying surtaxes  to  motor  homes. 

Nothing  better  illustrates  this  prob- 
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lem  of  devising  a  tax  that  will  crimp 
the  rich  without  excessively  hurting 
the  poor  than  GM's  experience.  When 
GM  began  making  motor  homes,  it 
figured— naturally  enough— it  would 
be  catering  to  campers.  Most  of  its 
customers,  GM  soon  learned,  rarely 
if  ever  visit  campgrounds.  "They  stay 
in  hotels  and  leave  the  vehicles  on  the 
parking  lots,"  explains  GM  sales  man- 
ager Max  Cramer.  "They  are  rich 
enough  not  to  worry  about  the  ex- 
pense—our typical  buyer  earns 
$55,000  a  year."  Why  drive  a  motor 
home  instead  of  a  car?  Because,  says 
Cramer,  motor  homes  are  a  more  com- 
fortable way  to  travel.  "What  we're 
selling  is  a  high-class  station  wagon." 
What,  though,  of  the  average  per- 
son?—the  people  who  use  motor 
homes  to  avoid  the  steadily  mounting 
costs  of  motels  and  of  eating  out? 
Does  Washington  intend  taxing  them 
so  they  have  to  stay  home? 

You  can  expect  the  manufacturers 
to  stress  this  point  in  fighting  higher 
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taxes.  Among  the  motor-home  users 
and  owners  there  is  almost  a  wagon- 
train  camaraderie  that  already  is  skill- 
fully exploited  by  the  manufacturers 
as  a  sales  tool.  It  could  easily  be 
turned  into  an  effective  lobbying 
force.  It  works  this  way:  Many  manu- 
facturers run  travel  clubs  for  their  ve- 
hicle owners.  They  send  them  regular 
newsletters  and  organize  trips  and  ral- 
lies by  subsidizing  campground  costs, 
supplying  food  at  cookouts  and  lay- 
ing on  nightly  entertainment.  One 
such  rally  in  July  is  expected  to  draw 
2,000  vehicles  and  7,000  people  to  the 
campus  at  Notre  Dame  University. 
The  surtax  idea  is  already  drawing 

Why  We  Bought 
Motor  Homes: 

Three  Views 


fire  from  organized  labor.  Only  last 
month  United  Auto  Workers'  new 
president,  Douglas  A.  Fraser,  lam- 
basted wealthy  families  who  jet  to 
Bermuda,  but  criticize  the  American 
worker  for  wanting  a  car  big  enough 
to  take  his  family  camping.  That's 
elitism,  says  Fraser,  who  could  as 
easily  have  been  talking  about  motor 
homes  for  workers. 

There's  another  reason  why  the 
surtax  may  never  be  applied  to  motor 
homes:  The  proposed  surtax  is  based 
on  gasoline-mileage  tests.  So  far,  only 
vehicles  weighing  under  6,000 
pounds  have  taken  the  test.  Thus 
trucks  and  most  pickups— so  beloved 


The  Rich  Sportsman 


Warren  Wilhelm,  35.  Owner,  steel-fabricating  plant,  Elizabeth,  N.J. 
Hobby,  hydroplane  racing.  Current  world  champion.  Divorced. 


"What  I  like  is  when  you're  rid- 
ing down  the  road  in  a  motor 
home  and  you  want  a  drink,  you 
get  up  and  make  yourself  one. 
If  you're  tired,  you  pull  down  the 
shades  and  go  to  sleep. 

"This  is  my  fifth.  Every  year  I 
trade  to  keep  up  the  warranty.  In 
two  years  I  haven't  paid  a  nickel 
out  of  my  pocket  for  repairs.  This 
General  Motors  model  cost  me 
$31,500.  I  figure  this,  plus  $4,000, 
will  get  me  the  new  model,  which 
lists  at  $38,500.  Now  if  I  keep  this 
one  for  two  years,  it  might  cost  me 
$11,000  to  trade.  So  there's  a  fi- 
nancial saving. 

"The  boats  and  the  motor  home 
are  run  out  of  a  marine  company  I 
own.  I  race  ten  months  a  year,  and 
to  me  the  home  is  a  necessity  for 
comfort  in  traveling  and  in  the  pits. 
Some  homes  ride  terribly.  You  walk 
around  with  a  screwdriver  tighten- 
ing up  cabinets  throughout  the 
whole  trip.  It's  a  real  mess  to  keep 
them  together.  Here,  everything 
has  glued  joints.  This  one  has  air 
suspension.  It's  comfortable.  It  does 
not  rattle  and  rides  like  you're  in  a 
limousine. 

"The  one  thing  I  dislike  is  the 
ripoff  at  the  tolls.  They  say  you've 
got  three  axles  instead  of  two. 
When  I've  spent  so  much  on  a 
motor  home,  why  should  it  bother 
me?  But  it  does." 
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The  Family  Man 

Dean  Mates,  45.  Works  for  GM, 
currently  in  personnel.  Flushing, 
Mich.  Married,  three  children. 

"I  bought  our  motor  home  about 
six  weeks  ago.  Financed  it  through 
a  neighbor  who  is  a  banker  and 
with  some  of  my  own  savings.  I 
make  $25,000  a  year. 

"It  was  right  before  Jimmy  Car- 
ter said  he  wanted  to  put  up 
the  price  of  gasoline.  If  I  had  known 
that,  I  would  have  thought  twice 
about  buying  it,  but  I  think  I  would 
have  bought  it  anyway. 

"The  kids  are  at  an  age  where 
we  know  it  won't  be  too  long  be- 
fore they  stop  spending  vacations 
with  us.  This  is  the  way  to  go.  It 
will  be  better  than  putting  up  in 
motel  rooms  and  using  a  car.  And 
we're  outdoors  people.  We  get  a 
kick  out  of  camping.  Besides  a 
campsite  costs  only  $4.50  a  night. 
I  get  ten  miles  to  the  gallon,  which 
isn't  a  lot  worse  than  with  my  c  ar. 

"I  don't  know  if  I'll  save  any 
money,  but  I  can't  see  how  I  will 
spend  any  more  traveling  this  way. 

"I  tell  you.  I  have  been  looking 
at  these  things  for  years  now.  If  I 
had  bought  five  years  ago  I  would 
have  paid  $9,000.  Instead,  for  the 
same  unit  I  paid  $14,000.  Infla- 
tion is  such." 


ol  tanners— have  been  excluded:  I  hi 
was  no  accident:  The  last  thing  the 
Administration  needs  is  to  get  fanner: 
and  truckers  up  in  arms  against  it: 
energy  policy.  But  that  very  same 
weight  cutoff  also  seems  to  shcltei 
heavy  motor  homes. 

Is  Wall  Street  overreacting?  It  look; 
that  way.  Even  if  a  surtax  is  imposed 
as  Winnebago's  Hanson  figures  i 
extending  the  surtax  to  motor  horned 
would  add  less  than  3%  to  the  sales 
price  of  his  best-selling  unit.  That 
less  than  the  increase  from  one  year's 
inflation. 

Taxing  gasoline  so  that  it  costs  $1. 
a  gallon  would  add  $400  or  so  to  the 
\carly  travel  bill  of  the  typical  motor- 
home  driver.  That  would  hurt,  l>ul 
only  temporarily,  says  motor-home 
dealer  Paul  Craig  of  Flint,  Mich. 
"People  might  not  travel  so  far,  but 
motor  homes  would  still  be  their  way 
of  life." 

W.K.  Kellogg,  the  breakfast-fool 
king,  used  to  say,  "When  I'm  tired  of 
making  cornflakes,  I  find  the  Ark  an 
incentive  to  rest."  Kellogg's  Ark,  the 
motor  home  of  its  era,  was  built  on 
a  1923  White  Motor  truck  chassis 
fitted  with  shower,  lavatory,  stove 
and  central  heating.  The  next  Ark  yoi 
see  on  the  road  may  be  driven  by  a 
Kellogg  factory  worker.  Will  Wash- 
ington really  raise  the  tax  on  energj 
to  the  point  where  he  won't  be  abh 
to  escape  the  monotony  of  making 
cornflakes  by  taking  a  holiday  with 
his  family  in  a  motor  home?  ■ 


The  Retired  Railroader 

Harris  Adkins,  73.  Retired  freight  conductor  for  the 

Pennsylvania  Railroad.  Lives  (sometimes)  in  Salisbury,  Md.  Married. 


"I've  never  figured  exactly  how 
much  time  I  spend  in  my  motor 
home.  Maybe  26  weeks  a  year. 

"If  I  take  a  notion  to  go  some- 
where, I  just  take  off.  Last  Novem- 
ber we  were  in  Valley  Forge  for 
the  Lawrence  Welk  show.  When 
we  got  home,  my  wife  said,  'I 
thought  you  wanted  to  go  some- 
where.' So  we  cranked  up  that 
Tuesday  morning  and  headed  for 
Texas.  I  can  start  out  here  this  af- 
ternoon and  never  pay  to  go  into 
a  campground.  You  pull  right  into 
these  shopping  centers.  Nobody 
bothers  you. 

"We  spent  11  weeks  in  Florida 
last  winter.  Again,  we'd  just  got 
home  when  our  children  said  they 
were  going  to  Florida  for  two 
weeks  in  their  trailer.  So  we  went 
right  with  them. 


"If  President  Carter  makes  gas 
go  to  a  dollar,  we'll  keep  going. 
Our  pensions  and  Social  Security 
run  close  to  $1,200  a  month,  and 


we  don't  spend  all  that.  We  spend 
$40  a  day  when  we're  traveling. 
Less  when  we  stay  a  few  weeks  in 
a  campground— maybe  $12  a  day. 

"It's  no  cheaper  traveling  this 
way  than  in  a  car,  when  you  fig- 
ure the  original  price.  But  when 
you're  in  a  motel,  you  aren't  in 
the  open  air  where  you  can  see 
Cod's  country." 
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WHAT  MOST  CITIES  WANT,  IT  ALREADY  HAS. 


Defining  an  American  city  can  be  a 
word  association  game.  Think  of 
autos.  Of  steel.  Of  railroads.  Of  film. 
Of  stage  theater.  Of  insurance.  Of  oil. 
Of  electronics.  Of  aircraft.  Specific 
cities  come  to  mind. 

Now  think  of  Cleveland. 

No  single  symbol,  no  one  picture 
flashes  on  the  mind's  screen.  Though 
this  blank  is  Cleveland's  identity 
problem,  it  is,  more  importantly,  its 
greatest  asset.  Because  Greater 
Cleveland  and  its  market  area  exer- 
cises a  posture  of  national  leadership 
across  such  a  sweeping  range  of  busi- 
ness, industry,  research,  education, 
culture,  and  life  style,  no  one  can 


reach  into  that  conglomeration  and 
extract  a  single  metropolitan  image. 

Diversity  in  Greater  Cleveland  and 
its  market  area  runs  point-counter- 
point: 

•  It  ranks  third  nationally  in  corpo- 
rate headquarters,  and  has  recently 
.been  described  as  the  new  rock- 
and-roll  capital  of  America. 

•  It  is  a  world  leader  in  biomedical 
treatment  and  research,  and  is  the 
nation's  largest  producer  of  ma- 
chinery. 

•  It  is  the  paint  center  of  the  world, 
and  its  symphony  orchestra  is  rated 
among  the  top  10  on  the  globe. 


•  It  contains  18  major  colleges  and 
universities  (several  with  nationally 
top  ranked  professional  disci- 
plines), and  is  the  tool  and  die 
capital  of  the  United  States. 

•  It  is  the  nation's  largest  produc- 
er of  automotive  components,  and 
its  principal  library  system  is  a 
nationally  known  reservoir  of  scien- 
tific, economic,  technical  and 
patent  information. 

Since  diversity  is  a  major  contributor 
to  the  ultimate  strength  of  an  urban 
area,  Cleveland's  pre-eminent  posi- 
tion in  a  free  flowing  privait!  enter- 
prise system  becomes  apparent. 

(continued) 
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CLEVELAND 


MARKET 
MUSCLE 


The  City  of  Cleveland  proper  lies 
along  the  south  shore  of  Lake  Erie, 
spreading  east,  west  and  south  from 
the  twisting  Cuyahoga  River,  to  en- 
compass 638,000  people.  Its  home 
county,  Cuyahoga,  continues  the 
spread  through  59  suburbs,  bringing 
total  county  population  to  slightly 
over  1.5  million. 

The  Standard  Consolidated  Statis- 
tical Area  (SCSA)  definition  for  the 
Cleveland  market  includes  seven 
counties,  six  of  which  adjoin  Cuya- 
hoga, making  it  the  9th  largest  popu- 
lation center  in  the  United  States, 
with  slightly  under  3  million  people. 
It  is  headquarters  for  24  of  the  largest 
500  corporations  in  the  United  States, 
and  46  of  the  first  1000.  Its  people 
have  the  fourth  highest  median  in- 
come in  the  country.  And  its  industry 
accounts  for  considerably  more  than 
2%  of  all  U.S.  manufacturing  ship- 
ments. 

In  department  store  sales  per 
household,  the  Cleveland  SCSA  ranks 
eighth  in  the  nation.  Based  on  a  com- 
parison of  effective  buying  income 
per  household  by  Sales  Management 
magazine  and  family  budget  levels 
prepared  by  the  U.S.  Bureau  of  Labor 
Statistics,  families  in  the  Cleveland 
SCSA  market  have  more  discretionary 
income  than  many  iarger  metro  mar- 
kets. The  marketing  department  of  a 
leading  local  newsp^  er  has  pre- 
dicted that  retail  sales  within  the 
area  will  increase  $3.2  billion  by  1980. 

This  buying  power  is  exercised  in 
downtown  Cleveland  and  in  shopping 


malls  scattered  throughout  the  area 
with  anchor  representation  from  the 
leading  national  chains  as  well  as  top 
independent  department  stores  (one 
is  headquartered  in  Cleveland).  Sizes 
of  the  malls  range  .from  what  is  con- 
sidered the  largest  regional  in  the 
nation,  to  small  boutique  filled  theme 
centers.  Merchandise  carries  labels 
from  across  the  U.S.  and  around  the 
world,  as  well  as  from  local  garment 
makers. 


THE 

POPULATION 
QUESTION 

According  to  the  U.S.  Bureau  of  Cen- 
sus estimates  for  1975,  14  of  the  top 
20  cities  in  the  United  States  have 
lost  population  since  the  last  actual 
census  in  1970.  The  City  of  Cleveland 
is  one  of  them.  Yet  such  municipal 
population  figures,  particularly  for 
the  more  mature  cities,  are  mislead- 
ing. The  numbers  reflect  a  major  na- 
tional trend,  that  of  exurbanization  - 
the  domino-like  flow  of  people  from 
the  urban  core  to  the  fringes  of  the 
area.  Yet  the  people  still  work  within 
the  urban  scene.  Only  newer,  less 
mature  cities  can  expand  their  cor- 
porate boundaries  to  include  the  out- 
flux  in  their  municipal  population 
figures. 

Cleveland  is  a  microcosm  of  this 
national  trend.  Between  1970  and 
1975,  the  core  city  lost  14.9%  of  its 
population.  Yet,  the  total  seven 
county  Cleveland  SCSA  market  suf- 
fered a  drop  in  population  of  less 
than  3%. 

(continued) 


What  makes 
Diamond  Shamrock 
so  potent  in 
life  sciences? 

We're  not  just 
in  it  for  our  health. 


In  important  ways,  Diamond  Shamrock's 
commitment  to  chemistry  is  a  commitment 
to  the  world's  health. 

In  human  nutrition,  we  add  flavor  and 
shelf  life  to  cheese,  ice  cream  and  fruit  drinks. 
Our  vitamins  fortify  milk  and  other  dairy  and 
food  products. 


Diamond 
Shamrock 

The  resourceful  company. 

Diamond  Shamrock  Corporation 
1 100  Superior  Avenue,  Cleveland,  Ohio  441 14 


For  poultry  and  livestock,  we  supply 
superior  antibiotics,  vitamins  from  A  to  K, 
and  a  downright  smorgasbord  of  feed  supple- 
ments such  as  our  dl  Methionine. 

Over  in  the  plant  world,  our  fungicides  pro- 
vide a  lasting  shield  of  protection  for  tomatoes, 
potatoes,  peanuts  and  other  food  crops.  Mean- 
while, our  herbicides  kill  weeds  before  weeds 
can  choke  fruits,  vegetables,  turfgrass  and 
ornamentals. 

Looking  to  the  future,  we  are  completing 
a  67,000  square  foot  expansion  of  our  life 
sciences  research  facility. 

Backstopping  all  that  is  our  strong  and 
growing  position  as  a  supplier,  not  just  a  user, 
of  chemical  feedstocks:  oil,  gas,  salt.  The  name 
of  the  game  at  Diamond  Shamrock  is  twinfold 
resourcefulness — on  the  earth  and  under  it. 
Resourcefulness  that  (a)  is  making  a  world  of 
things  healthier  for  us,  and  (b)  can  do  a  lot  for 
your  own  growth. 
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THE  BEST 
LOCATION 


Cleveland's  balanced  wheel  of  civic 
and  corporate  enterprise  is  perfectly 
placed  geographically.  More  than 
50%  of  the  entire  population  of  the 
U.S.  and  Canada  lives  within  a  500  mile 
radius.  That  radius  also  includes  55% 
of  all  U.S.  manufacturing  plants,  60% 
of  all  U.S.  citizens'  bank  deposits, 
more  than  50%  of  all  retail  sales 
made  in  the  U.S.  and  Canada,  60%  of 
the  nation's  product  value  — and  all 
within  a  one-day  interstate  drive  or  a 
quick  one-hour  flight. 


THE  CLEVELAND 
ETHIC 


Cleveland  was  born  of  a  vine  rooted 
in  Connecticut  almost  200  years  ago 
that  crept  across  New  York  and  Penn- 
sylvania to  flourish  on  the  shores  of 
the  Cuyahoga  River.  There,  the  vine 
rerooted,  multiplying  its  branches  and 
leaves  to  become  the  extremity  of 
Connecticut's  "Western  Reserve"  in 
the  Ohio  country. 

Today  Northeastern  Ohio's  gently 
undulating  hills  present  a  scene  remi- 
niscent of  New  England.  Colonial 
architecture  abounds.  Central  village 
greens  are  the  focal  point  of  com- 
munity life  in  many  Northeastern 
Ohio  towns.  The  heart  of  downtown 
Cleveland  is  the  Public  Square,  the 
same  village  green  staked  by  founder 
Moses  Cleaveland,  then  crossed  by 
horse  paths,  now  sliced  by  major 
traffic  arteries. 

The  first  names  of  those  New  En- 
gland settlers  identified  their  pioneer 
purpose -Asa  and  Abner,  Elias  and 
Ebenezer,  Joshua  and  Jabez,  Levi  and 
Moses.  Determined  names  for  men 
with  an  abiding  concern  for  neighbor 
and  a  sharp  sense  of  mercantile  en- 
terprise. Over  the  decades  such  attri- 
butes have  been  apparent  in  the  city 
they  founded. 

By  the  1850's,  Cleveland  was  the 
principal  receiving  port  for  iron  ore 
and  limestone  from  the  Upper  Great 
Lakes.  Rich  deposits  of  coal  were 
found  only  100  miles  away.  Immi- 
grants, many  of  them  skilled  crafts- 
men, debarked  on  the  Eastern  sea- 
board and  moved  out  to  the  Western 
Reserve  hinterland. 


Thus  New  England  provided  the 
foundation,  the  organization,  the 
community  self-reliance.  Europe  pro- 
vided craftsmen  and  the  desire  to 
achieve.  By  the  turn  of  the  century, 
Cleveland  was  the  nation's  number 
one  producer  of  durable  goods. 

Great  fortunes  were  made  during 
this  period  of  city  growth.  Yet  those 
who  amassed  the  wealth  retained  a 
strong  New  England  belief  in  com- 
munity, coupled  with  a  deep  sense  of 
social  obligation.  Education  was  per- 
ceived as  the  wellspring  of  the  com- 
munity's continued  success.  Colleges 
were  organized  and  privately  endowed 
with  vast  fortunes.  At  one,  then  known 
as  Case  School  of  Applied  Science, 
the  speed  of  light  was  first  measured 
by  man.  The  arc  light  was  developed 
by  a  local  scientist,  Charles  Brush, 
and  the  city  became  the  first  in  the 


world  to  have  electrically  lit  streets. 
Cleveland  was  also  the  first  U.S.  me- 
tropolis to  have  an  integrated  munici- 
pal transportation  system,  the  first 
with  a  municipal  generating  station 
for  electric  power,  the  first  to  have 
planned  suburbs,  the  first  to  boast  of 
a  municipal  airport. 

In  1916  Cleveland  was  the  first  com- 
munity to  hold  itself  responsible  for 
its  less  fortunate  citizens,  founding 
The  Community  Fund.  Today,  almost 
every  U.S.  city  has  its  Community 
Chest  or  United  Torch  campaign. 

Inherent  in  all  this  activity  was 
dedicated  commitment  to  the  propo- 
sition that  a  vibrant  city  is  more  than 
a  collection  of  manufacturing  plants. 
Clevelanders  embarked  on  urban  di- 
versification long  before  other  areas 
of  the  country. 

(continued) 


■  -  - 


If  the  services 
you're  setting  from  your 

bank  areirt  changing, 
maybe  you  should  change 

your  bank. 


At  National  City  Bank  we're 
working  to  anticipate  change. . . 
and  to  exploit  it  So  we  can 
help  you  do  the  same  for  your 
business. 

One  of  the  ways  we  can 
help  is  to  show  you  how 
tailoring  a  leasing  program 
to  your  needs  can 
improve  your  cash  flow, 
conserve  working  capital  and 
reduce  your  costs.  And  make 
funds  available  for  your  investments,  expansions 
and  improvements. 

In  fact,  we  can  give  you  invaluable  help  with 
many  of  your  total  long-term  financial  needs, 
including  mergers,  acquisitions  and  divestitures. 

We'd  also  like  to  show  you  how  you  can 
track  the  availability  of  your  funds,  and  then 
deploy  those  funds  right  from  your  desk.  A  two- 
way,  integrated  electronic  data  reporting  system, 
called  Balance  Reporting,  makes  it  easy  and 
efficient  We'd  like  to  show  you  how  Balance 
Reporting  can  impact  your  company's  financial 
future. 


Other  computer  accounting 
services  can  provide  daily  financial 
reports  to  your  business.  We'd  like 
to  tell  you  about  them,  too. 
And  to  update  you  on  our 
fully  automated  lock 
box  system 
We  can  also  talk 
profitably  about  the  profit 

center  concept  in  managing 
your  company's  pension 
program  About  flexible  financing, 
forecasting,  freight  payment  plans.  And  in  the 
world  of  finance,  about  international  cash  manage- 
ment import/export  and  foreign  exchange. 

We're  a  big  bank  that  understands  big  busi- 
ness. And  business  that  wants  to  be  big.  We're 
proud  of  our  share  in  making  our  clients,  including 
some  of  the  bluest  of  America's  blue  chips,  more 
successful.  Get  us  working  on  some  ideas  for  you. 
Call  John  Eustis  at  (216)  861-4900  or  write 
National  City  Bank,  623  Euclid  Avenue, 
Cleveland,  Ohio  44114. 

If  your  bank  isn't  changing  with  the  times, 
maybe  it's  time  to  change  banks. 


National  City  Bank 


Cleveland,  Ohio 


Member  FD.I.C. 


CLEW 


FOR  A  HEALTHY 
SOCIETY-HOW 
AND  IH  THE 
FUTURE 


The  city's  commitment  to  social  obli- 
gation is  nowhere  more  apparent  than 
in  its  health  care  and  biomedical  re- 
search facilities.  In  over  50  hospitals 
in  the  metro  area,  there  are  more  hos- 
pital beds,  on  a  per  capita  basis,  than 
in  any  other  major  U.S.  market  seg- 
ment. Many  are  nationally  known  — 
two  are  world  leaders  in  medical 
treatment,  training  and  research. 

Cleveland  Clinic  is  one  of  the  lead- 
ing, if  not  the  finest  group  practice 
health  care  facility  on  the  globe. 
Housed  in  a  five-block-long  complex 
of  buildings  nearUniversityCircle,the 
facility  employs  5,800  people.  With 
333  professional  staff  physicians,  and 
450  physicians  in  specialty  training, 
40  medical/surgical  disciplines  are 
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represented  in  this  national  health 
resource.  Over  half  of  the  patients  in 
the  1008  bed  facility  are  from  outside 
Ohio,  with  50%  of  those  from  over- 
seas. A  new  450  room  hotel  is  located 
adjacent  to  the  Clinic  for  visitors  and 
patient  families. 


AtFerro 

we  make  the  products 

that  make  products  you  know 

Last  year  Ferro  made  $376  million  worth  of  products  you  probably 
never  heard  of,  but  saw  and  used  every  day. 

Like  frit.  It's  the  basic  ingredient  of  the  porcelain  enamel  that  coats 
your  sink,  bathtub,  appliances  and  similar  items. 
Specialty  inorganic  colors  which  are  heat  and  light  stable  in  paint, 
plastics,  porcelain  enamel  and  glass,  as  well  as  new  pigments  to  meet 
increasing  health  and  safety  standards. 

Specialty  chemicals  used  as  additives  in  plastics,  pharmaceuticals, 
lubricants,  and  other  industrial  applications. 

Specialty  ceramics  for  the  nonferrous  metals,  electronics  and  ceramic 

industries. 

And  miscellaneous  products  that  range  from  engineering  services  for 
high  temperature  processes  to  glass  beads  that  make  highway  stripes 
reflective. 

You  might  say  we're  a  behind-the-scenes  company.  And  behind  a  lot 
of  other  new  things  too! 

The  Ferro  Corporation.  The  specialty  materials  company. 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


® 


Cleveland  Clinic  is  a  pioneer  in 
open  heart  surgery.  In  addition  to  its 
world  reputation  for  cardiovascular 
research,  diagnosis  and  treatment, 
the  Clinic  is  well  known  for  its  ex- 
pertise in  orthopedic  surgery  and 
kidney  transplants.  Advanced  re- 
search programs  are  presently  being 
conducted  in  atherosclerosis  and  im- 
munology, high  blood  pressure,  arti- 
ficial organ  development  (including 
the  heart),  and  artificial  joints.  The 
Clinic  also  operates  its  own  facility 
for  post  graduate  and  continuing 
medical  education. 

The  second  great  bastion  of  health 
care,  research  and  training  is  the  Uni- 
versity Hospitals,  a  group  of  seven 
individual  specialty  hospitals  on  the 
campus  of  Case  Western  Reserve 
University  at  University  Circle.  One  of 
three  Cystic  Fibrosis  Institutes  in  the 
nation,  University  Hospitals  has  been 
the  research  leader  in  extending  life 
expectancy  of  those  afflicted  with  this 
condition.  Rainbow,  one  of  the  hos- 
pitals in  the  group,  is  a  leading  pedi- 
atric center  for  the  treatment  of  rare 
or  chronic  childhood  diseases  with 
patients  from  across  the  country. 

For  years  the  Case  Western  Reserve 
Medical  School  has  been  regarded  as 
one  of  the  top  medical  training  and 
research  facilities  in  the  nation.  The 
school's  staff  is  composed  of  590  full 
time  faculty  members  plus  additional 
medical  specialists  on  a  part  time 
and  volunteer  basis.  The  School  of 
Medicine  is  teamed  with  CWRU's 
School  of  Engineering  in  the  Bio- 
medical Engineering  Department 
which  is  presently  concentrating  its 
research  efforts  in  six  areas:  bioma- 
terials  for  implantation  in  the  human 
body;  biomechanics  with  prime  study 
of  the  structural  and  mechanical 
properties  of  the  musculoskeletal 
system;  applied  neural  control  sys- 
tems directed  to  the  development  of 
orthotic  and  prosthetic  systems  for 
the  physically  disabled;  information 
processing  systems;  medical  instru- 
mentation design;  and  physiological 
systems. 

Case  Western  Reserve  University 
also  incorporates  The  Engineering 
Design  Center  that  coordinates  and 
organizes  CWRU  interdisciplinary  de- 
sign research.  From  its  inception  13 
years  ago,  the  Center  has  worked  on 
projects  in  space  exploration,  indus- 
trial design,  transportation  and 
medical  engineering.  It  presently  con- 
sists of  five  laboratories:  microelec- 
tronics, cybernetics  systems,  nuclear 
imaging,  dental  research  and  com- 
puter hardware. 

(continued) 


We  help  Cleveland 
businesses  solve  their 
business  problems. 


Charles  E.  Hugel,  President,  Ohio  Bell  Telephone  Co. 


Here  in  Cleveland,  we 
subscribe  to  the  Bell  System 
marketing  philosophy: 
"The  system  is  the  solution." 

The  single  fastest  growing 
part  of  any  business  today  is 
communications. 

The  flow  of  information. 

So  it  is  no  wonder  that  many 
problems  in  business  are  really 
communications  problems  in  disguise. 
Communications  can  solve  business  problems. 

At  Ohio  Bell,  we  believe  we  can  be  of  enormous 
value  to  business  -  any  business  -  by  applying  our 
expertise  in  communications  to  your  business 
problems. 

Not  simply  voice  communications.  But  data 
as  well  Ohio  Bell  is  a  part  of  the  Bell  System,  the 
largest  data  transmission  network  in  the  world. 
In  short,  total  communications  systems  problem 
solving. 

To  solve  your  problems,  we  have  to  understand 
your  problems. 

No  single  person  has  the  knowledge  and 
experience  to  deal  with  the  problems  of  every 
business. 

So  we  have  aligned  our  efforts  on  an  industry- 
by-industry  basis  (i.e.,  automotive,  hotel/motel, 
education,  package  goods,  travel,  etc.). 

This  way  each  division  has  an  in-depth  under- 
standing of  the  problems  faced  by  their  customers. 
The  heart  of  each  is  an  Account  Representative 
who  is  assigned  to  you. 


Your  Account  Representa- 
tive thoroughly  understands 
today's  complex  communica- 
tions, and  more  importantly, 
understands  your  business 
thoroughly. 

We  take  total  responsibility. 

Perhaps  the  single  most 
important  part  of  our  approach 
to  problem  solving  is  taking 
total  responsibility  for  the  design,  supply, 
installation,  maintenance  and  repair  of  your 
communications  system 

A  communications  system  designed  and 
implemented  by  the  Bell  System  is  backed  end 
to  end  by  the  Bell  System. 
Locate  in  Ohio  Bell  country  and  we'll  go  to 
work  for  you. 

No  matter  where  you  are  in  Cleveland,  there 
are  Ohio  Bell  people  ready  to  meet  your  needs, 
and  show  you  how: 

The  system 
is  the  solution. 


Ohio  Bel! 
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Medical  and  engineering  research 
performed  at  Case  Western  Reserve 
has  gained  it  an  international  repu- 
tation and  has  led  to  many  inventions. 
From  1972  to  the  beginning  of  1976, 
the  University  generated  60  patent 
disclosures.  In  1975,  Case  licensed 
one  less  invention  than  M.l.T. 

This  body  of  scientific  knowledge 
is  further  supplemented  by  NASA's 
Lewis  Research  Center,  adjacent  to 
Cleveland  Hopkins  International  Air- 
port. Its  1100  scientists  are  actively 
participating  in  the  transfer  of 
NASA's  technology  to  industrial,  med- 
ical and  social  problems. 

Business  has  taken  advantage  of 
this  enormous  reservoir  of  medical 
and  engineering  talent  and  coupled 
it  with  the  long-known  and  recognized 
machining  skills  of  local  labor.  Two 
leading  manufacturers  of  x-ray  and 
body  scanning  apparatus  produce 
their  intricate,  complex  equipment  in 
Cleveland. 

An  international  biomedical  engi- 
neering conference,  exploring  new 
ventures  in  this  fast  growing  field,  will 
be  held  in  the  fall,  1977.  This  is  an 
event  sponsored  by  the  Northeast 
Ohio  Coordinating  Committee  com- 
posed of  leading  businesses  and  in- 
stitutions in  the  area. 

This  research  and  development 
capability  does  not  extend  only  to  the 
academic  and  medical  communities. 
It  continues  through  industry  as  well. 
The  concentration  of  prominent  cor- 
porate headquarters  has  led  to  estab- 
lishment of  over  150  laboratories - 
some  central  research  facilities  - 
covering  the  entire  spectrum  from 
process  to  product  design. 


ADVANCED 

SERVICES 

An  area  as  strong  as  Cleveland  in  cor- 
porate headquarters  requires  top 
flight,  professional  services.  Those 
diverse  needs  are  satisfied.  Included 
in  the  legal  community  are  four  law 
partnerships,  each  with  more  than 
100  personnel.  Legal  expertise  is 
particularly  strong  in  securities, 
patents,  natural  resource  financing 
and  admiralty  law.  Four  of  the 
nation's  top  100  banks  are  Cleveland- 


based  and  offer  the  business  custo- 
mer a  full  range  of  banking  services. 
Seven  of  the  "big  eight"  accounting 
firms  maintain  regional  offices,  while 
the  eighth  operates  its  national  head- 
quarters from  a  downtown  address. 
Holding  a  major  position  in  the  com- 
municating arts,  the  city  is  the  third 
largest  business/trade  publishing 
center  in  the  nation.  The  printing  and 
advertising  industries  are  large  local 
employers  with  top  notch  capability. 
The  world's  best  television  commer- 
cial in  1976,  as  judged  by  the  Holly- 
wood Radio  and  Television  Society, 
was  conceived,  written  and  produced 
by  a  Cleveland  agency. 

(continued) 


In  1924,  we  put  our  name 
on  a  little  lunch  counter  in  Cleveland. 
This  year,  we'll  put  our  name 
on  its  largest  hotel. 


Stouffer's  was  born  in 
Cleveland.  And  from  the 
beginning,  we  believed 
in  our  hometown.  Right 
from  the  day,  back  in 
the  twenties,  when  we 
opened  our  first  little 
restaurant  with  high 
hopes  and  not  much 
capital. 

Cleveland  liked  our 
warm  apple  pie  and 
cold  buttermilk . . .  and 
soon  there  were  more 
Stouffer  restaurants. 
Bigger  and  brighter  and 
even  better.  Not  just  in 
Cleveland,  but  across 
the  nation. 

We  began  catering  to 

A.E.  Stouffer's  Buttermilk  Counter,  1924  the  needs  of  firms  and 

institutions,  too,  with  our  expert  management  food  services.  And  because  people  everywhere 
seemed  to  like  the  way  Stouffer's  cooked,  we  entered  the  frozen  packaged  food  field  and  soon 
became  one  of  its  most  famous  and  respected  names,  bringing  convenience  home  to  millions. 

Hotels  came  next,  a  natural  development  for  a  company 
so  well  known  for  quality  and  hospitality  for  so  many  years. 
Today,  our  hotels  stretch  from  Ft.  Lauderdale  to  New  York 
and  Washington,  D.C.  to  Denver.  Seventeen  in  all. 

Now  we  have  the  opportunity  to  make  yet  another 
commitment  to  the  city  to  which  we  owe  so  much.  A  city 
we  believed  in  from  the  beginning  and  found  our  confidence 
fully  justified. 

This  year,  the  largest  full-service  convention  hotel  in  the 
city  of  Cleveland  will  bear  the  name  Stouffer's.  We're  glad 
we  started  in  Cleveland.  We  think  Cleveland  will  like 
staying  with  Stouffer's. 


Stouffer's  Inn  on  the  Squ 


1375  Euclid  Ave.,  Cleveland,  Ohio  44115 
Hotels,  Restaurants,  Management  Food  Service,  Frozen  Foods 


It  might  seem  to  a  stranger  that  the  report  on 
the  city  of  Cleveland  in  this  special  section  of  Forbes 
magazine  is  somewhat  presumptuous,  but  we  can  verify 
its  authenticity.  Cleveland  is  a  great  place  to  live,  work 
and  do  business,  with  a  future  as  bright  as  that  of  any 
metropolis  in  the  nation. 

As  Mayor,  and  as  President  of  City  Council,  there  is 
one  thing  we  might  add  to  the  report  and  that  is  the 
Harry  Truman  line  - 4 'The  buck  stops  here!' 

Our  offices  are  always  accessible  to  any  person  or 
group  that  has  a  thought  on  how  to  better  our  town,  and 
this  includes  investors,  manufacturers,  processors  and 
service  people  who  are  searching  for  a  most  favorable 
place  to  locate. 

If  you  or  your  group  fall  into  this  category,  let  us 
know.  We  can  assure  you  the  full  attention  and  assis- 
tance you  might 


require  from  the 
Mayor's  offices  and  the 
Council  President's 
office  will  always  be 
made  available  to  you 
at  your  convenience. 


m  A 


I 


RALPH  J.  PERK 
Mayor 


GEORGE  L.  FORBES 
President 
of  City  Council 


The  Worldwide  Quest  for  Quality 


It  goes  up  into  the  mountains  behind  Oporto, 
Portugal,  where  a  little  mill  turns  out  some 
of  the  finest  rugs  in  the  world,  deep  into 
Thailand  for  a  brooding  Great  Buddha... and 
by  jet,  train  and  car  to  1 01  other  exotic 
and  exciting  far-away  places  including 
Hong  Kong,  Sweden,  Brazil,  Ireland,  South 
Korea,  Denmark  and  Mexico.  Here  at  home, 
where  the  largest  part  of  our  buying  is  done, 
we  are  also  constantly  on  the  prowl  for 
high-quality  staple  items  and  the  finest 
domestic  fashion  merchandise  by  names  like 


Bill  Blass,  Anne  Klein,  Calvin  Klein,  and 
Halston.  We  owe  our  restless  quest  for 
quality  and  exclusivity  to  our  customers  in 
Cleveland  and  the  Western  Reserve.  They 
demand  it.  They  are  educated,  well-traveled 
people  who  appreciate  fashion,  quality  and 
craftsmanship.  They  come  to  Higbee's  to  find 
fashions  that  are  available  nowhere  else  in 
our  trading  area.  And  so  we  search  and 
search— so  that  they  can  walk  through  our 
doors  and  shop  the  world. 
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LADOR:MORE 
THAN  11,000 
SKILLS 


Greater  Cleveland  boasts  one  of  the 
largest  labor  forces  (884,900,  Decem- 
ber, 1976)  in  the  United  States  -  and 
one  of  the  most  diverse.  Over  11,000 
skills  are  available,  including  the 
highly  specialized  talents  demanded 
by  the  new  technology  of  the  70's.  The 
expert  skilled  crafts  continue  as  the 
foundation  of  the  manufacturing  sec- 
tor with  no  one  element  accounting 
for  more  than  17%  of  total  production 
employment.  The  service  producing 
segment  has  built  upon  and  is  ex- 
panding on  that  base  to  provide  a 
labor  reservoir  that  can  meet  the 
growing  demands  of  commerce  and 
industry.  Following  the  national  trend, 
Cleveland's  service  producing  man- 
power is  larger  than  the  manufactur- 
ing work  force  in  Metro  Cleveland  as 
of  January,  1977.  Though  not  a  low 
wage  market,  employers  can  look  to 
a  technically  capable,  productive  and 
profitable  labor  supply  that  is  rela- 
tively stable.  Labor/ management  rap- 
port has  resulted  in  a  good  business 
climate.  When  labor  training  is  re- 
quired, the  Metropolitan  Cleveland 
Jobs  Council,  an  affiliate  of  the 
National  Alliance  of  Businessmen 
and  The  Greater  Cleveland  Growth 
Association,  will  coordinate  an  effort 
to  package  all  relevant  training  re- 
sources in  a  master  plan  designed  to 
accommodate  a  major  new  employer 
in  the  area. 


SHIP  DY  LAND, 
AIR  OR  SEA 


Based  on  a  network  of  freeway  and 
interstate  systems  that  provides  con- 
tinuous paved  ribbon  east,  south  and 
west,  Cleveland  is  a  principal  U.S. 
trucking  center.  More  than  150  over- 
the-road  motor  common  carriers  in- 
cluding regular  route  and  certified 
carriers  provide  shippers  with  a  full 
range  of  services.  Cleveland  is  further 
served  by  three  trunk  line  railroads. 


Over  50  freight  forwarding  companies 
are  represented  in  the  area  consoli- 
dating less  than  truckload  and  less 
than  carload  shipments  into  volume 
traffic  for  easy,  less  expensive  han- 
dling. Offices  of  17  air  freight  for- 
warders perform  the  same  function 
for  the  thousands  of  air  freight  tons 
handled  at  Cleveland  Hopkins  Inter- 
national Airport. 

In  1968  the  city  opened  its  shipping 
window  to  the  world  with  the  estab- 
lishment of  the  Cleveland-Cuyahoga 
County  Port  Authority.  One  of  the  20 
largest  ports  in  the  U.S.,  the  Cleve- 
land Port  handled  over  a  half  million 
tons  of  overseas  general  cargo  in  1976 
from  its  10  berths.  Overseas  cargo 
service  is  available  to  150  ports  in  70 
countries.  Transit  time  of  14  days  for 
transatlantic  sailings  compares  favor- 
ably with  most  Atlantic  Coast  ports. 

With  the  largest  concentration  of 
crane  and  lift  truck  capacity  on  the 
Great  Lakes  (a  handling  potentiality 
three  times  present  cargo  volume), 
the  Port  Authority  has  12  cranes  with 
capacities  ranging  from  40 to  200  tons. 


In  1977  the  Port  hopes  to  have  in 
operation  a  foreign  trade  zone  which 
will  provide  manufacturers  the  op- 
portunity to  either  enter  into  or  ex- 
pand foreign  sales  activities. 

(continued) 


CORPORATE 
LEADERSHIP 
IN  THE 
CLEVELAND 
SCSA  MARKET 


Forty-six  of  the  top  1000  corporations 
in  the  U.S.  have  their  headquarters  in 
the  Cleveland  SCSA  Market: 

Goodyear  Tire  &  Rubber 
Firestone  Tire  &  Rubber 
TRW  Inc. 

Standard  Oil  (Ohio) 
Republic  Steel 
General  Tire  &  Rubber 
B.F.  Goodrich 
Eaton  Corp. 
Diamond  Shamrock 
White  Motor 

White  Consolidated  Industries 
Sherwin-Williams 
Timken 

Reliance  Electric 
Addressograph-Multigraph 
Hoover 
A-T-0 

Harris  Corp. 
Lubrizol 
Midland-Ross 
Parker  Hannifin 
Ferro  Corp. 
Hanna  Mining 
Scott  &  Fetzer 
Warner  &  Swasey 
North  American  Coal 
American  Greetings 
Acme-Cleveland 
Bobbie  Brooks 
Medusa 
Work  Wear 
Cleveland-Cliffs  Iron 
McNeil 

Mohawk  Rubber 
American  Ship  Building 
Curtis  Noll 
Park-Ohio  Industries 
Cole  National 
Weatherhead 
Standard  Products 
Russell,  Burdsall  &  Ward 
Van  Dorn 

Lamson  &  Sessions 
Banner  Industries 
Oglebay  Norton 
Motch  &  Merryweather 


On  one  hand/1976 
was  a  good  year  for 
our  consumer  group. 

The  consumer  group  of  White  Consolidated 
industries  is  primarily  major  home  appliances, 
like  refrigerators,  ranges,  washers  and  dryers 
and  other  major  appliances.  With  brand  names 
that  include  White-Westinghouse,  Kelvinator 
and  Gibson,  plus  private  label  brands. 

Sewing  machines,  too.  White,  Elna,  Domestic, 
Hilton  and  universal  brands. 

With  names  like  that,  it's  no  wonder  our 
consumer  sales  were  a  record  $715  million  in  1976 

And  there's  more  to  the  white  Consolidated 
story. 


On  the  other  hand,  it 
was  a  great  year  for 
our  industrial  group. 

There's  our  industrial  group,  30  companies 
with  41  manufacturing  facilities  in  17  states. 
Names  like  Blaw-Knox,  Bullard,  Fayscott,  Whitin, 
ATF,  Davidson  and  more. 

They  all  make  machinery  and  equipment  for 
industry.  And  they  sell  it,  too.  Last  year,  to  the 
tune  of  $533  million. 

Total  sales  of  the  two  groups:  $1.2  billion. 
Double  that  of  only  five  years  ago. 

That's  what's  unique  about  White 
Consolidated  industries.  Diversified  industrial 
business  balanced  still  further  by  consumer 
products.  Even  if  sales  or  earnings  of  one  group 
should  decline,  we  still  have  a  stability  few 
companies  can  match. 

And  we  have  a  seasoned  management  team. 
One  that's  not  only  grown  up  with  the  company, 
but  has  proven  itself  during  periods  of  economic 
difficulties. 

Stability  and  sound  management.  The  com- 
bination that  made  possible  the  record  year  1976 
For  a  copy  of  the  annual  report,  just  write  our 
president,  ward  Smith. 

White  Consolidated  Industries,  Inc. 

Cleveland,  Ohio  441 1 1 
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Eaton  Update: 


1  Growing  hydraulic 
power 

Rugged  hydraulic  power  by 
Eaton  is  improving  the  relia- 
bility and  handling  ease  of 
many  new  agricultural 
machines.  Our  hydraulic 
motors  and  hydrostatic 
transmissions  deliver  power 
more  smoothly,  and  stand  up 
to  dust,  water  and  corrosive 
fertilizers  better  than  any 
other  form  of  power  trans- 
mission. 

Our  Char-Lynn"  hydraulic 
power  steering,  for  instance, 
freed  the  designers  of  a  new 
generation  of  combines  from 
the  restrictions  of  mechanical 
linkage,  while  giving  the 
driver  fingertip  control  of  a 
seven-ton  machine. 


Eaton  has  been  a  leader  in 
hydraulic  power  for  thirty 
years.  We  saw  the  need, 
helped  the  agricultural  revo- 
lution happen,  and  are  grow- 
ing with  it. 

2  Payoff  at  the  truck  stop 

Meeting  the  urgent  demand 
for  improved  fuel  economy, 
Eaton's  newly  developed 
drive-train  packages  team 
our  specially  geared  Fuller® 
transmissions  with  new  low- 
ratio  Eaton"  axles.  The  result: 
definite  fuel  savings  up  to 
10%  in  many  cases. 

These  up-to-date  economy 
combinations  illustrate  our 
commitment  to  maintain 
Eaton's  important  position  in 
the  truck  market,  which  dates 
back  66  years.  A  commit- 
ment underscored  by  the 
construction  of  five  new 


manufacturing  facilities  sine 
1970  and  major  capital  ex- 
pansion at  seven  others  to 
serve  our  axle,  brake  and 
transmission  customers. 

3  Cutting  the  cost  of 
moving  things  around 

Eaton's  response  to  the  grov 
ing  need  for  improved  effi- 
ciency in  materials  handling 
has  been  the  introduction  ol 
23  new  Yale"  lift  truck  model 
in  the  last  two  years.  This  ha 
made  our  line  of  industrial 
trucks  the  most  up-to-date, 
as  well  as  the  broadest  in  th 
industry. 

For  more  than  50  years, Eato 
has  been  the  leader  in  what  i 
now  the  fastest  growing 
segment  of  the  market— elec 
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im  ic  lift  trucks.  We  stay  ahead 
<•  y  anticipating  the  changing 
:  'eeds  of  various  industries, 
'here  materials  handling 
an  account  for  as  much  as 
0%  of  manufacturing  or 
processing  costs. 

1  Our  different  differential 

iaton's  exclusive  locking  dif- 
jrential  is  a  major  advance 
}  drive-train  engineering  that 
>cks  the  rear  wheels  to- 

s  tether  when  you're  stuck  in 
jiud,  snow  or  sand.  But  only 
t  low  speeds.  Above  20 
iph.  it  acts  just  like  a  regular 

differential. 

ii  Iready  available  on  light 
(lucks,  it  has  an  exciting  fu- 
ll re  in  passenger  cars.  And 

is  just  one  of  hundreds  of 
Irecision  components  made 

y  Eaton  for  the  automotive 


industry-from  hydraulic 
valve  lifters  to  electronic 
speed  control. 

5  How  to  harness  7,000 
wild  horses 

This  modern  ocean-going 
tug  uses  eight  of  our  Airflex'* 
clutches  to  handle  its  7,000 
horsepower.  And  they  deliver 
the  rugged  reliability  that 
marine  engineers  have  come 
to  expect  from  Eaton.  On 
some  ships,Eaton  equipment 
installed  in  the  1940's  is  still  in 
service.  Which  is  probably 
why  the  lion's  share  of  the 
marine  clutch  and  brake 
business  in  the  United  States 
belongs  to  Eaton  today. 


Eaton  is  a  family  of  technolog- 
ically related  businesses  with 
a  balanced  combination  of 
manufacturing  and  engineer- 
ing skills.  We're  always  look- 
ing for  new  ways  to  use  these 
skills  in  markets  where  needs 
are  growing.  This  approach 
to  the  management  of 
change  has  been  achieving 
record  sales  and  earnings. 
For  the  complete  story,  write 
to:  Eaton  Corporation,  100 
Erieview  Plaza.  Cleveland, 
Ohio  44114. 
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£0  REPORTS 
BEST  SECOND  QUARTER 
AND  FIRST  HALF 

EVER. 

Earnings  and  revenues  for  Alco  Standard  Corporation's 
second  quarter  and  first  half  of  fiscal  1977  were  the 
strongest  of  any  second  quarter  and  first  half  in  the 
company's  11  year  history. 


FINANCIAL  SUMMARY 


Three  Months  Ended  March  31     Six  Months  Ended  March  31 


1977  1976  1977  1976 


Revenues  $299,876,000    $266,026,000   $574,598,000  $509,696,000 

Income  from  operations        8,045,000U)       7,542,000       15,669,000a>  14,773,000 


(i)  (i) 


Primary  earnings  per 

share  from  operations  $.76  $.70  $1.50  $1.34 
Dividends  per  share 

paid  in  period  .24                 .17                 .48  .34 

(1)  In  addition,  the  sale  of  a  portion  of  the  company's  Canadian  coal  properties  resulted  in  a  net  gain  of  $6,730,000 
equal  to  $.65  per  common  share  in  the  three  months  ended  March  31, 1977  and  for  the  current  fiscal  year  to  date. 
Total  net  income  for  the  three  month  period,  including  this  gain,  amounted  to  $14,775,000,  $1.41  per  common  share. 
Total  net  income  for  the  six  months  ended  March  31, 1977  was  $22,399,000  equal  to  $2.15  per  common  share. 

Alco  is  a  balanced-for-growth  corporation  covering 
manufacturing,  resources  and  distribution.  For  more 
information,  send  for  our  1976  annual  and  latest  interim 
reports.  Write  Alco  Standard  Corporation,  Dept.  6S, 
P.O.  Box  24186,  Cleveland,  Ohio  44124. 


ALCO 


The  Corporate  Partnership 

Eleven  Alco  Standard  Companies  are  located  in  the  Cleveland  area. 
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AVAILABLE 

INTERIM 

ENERGY 


With  the  growing  importance  of  coal 
and  nuclear  power  as  interim  energy 
sources,  Cleveland  appears  to  be  in 
good  shape.  Extensive  coal  sources 
lie  but  100  miles  away  in  the  fields  of 
Southeastern  Ohio  and  Western  Penn- 
sylvania. Practically  all  electricity 
generated  for  the  area  is  already  coal- 
fired.  In  addition,  two  nuclear  plants 
for  electric  generation  are  under  con- 
struction, one  60  mi  les  west,  the  other 
35  miles  east  of  downtown  Cleveland. 

Extensive  natural  gas  deposits  are 
located  in  Northern  Ohio.  In  fact, 
some  major  companies  are  already 
drilling  their  own  wells  as  a  standby 
source  in  case  commercial  natural 
gas  shortages  occur. 

Nothing  indicates  that  the  area  will 
have  any  special  tools  to  resist  the 
rising  costs  of  energy,  a  factor,  it  ap- 
pears, that  will  be  prevalent  through- 
out the  country.  Yet  the  winter  of  1976 
made  business,  industry  and  the  com- 
munity of  Greater  Cleveland  more  at- 
tuned than  the  rest  of  the  nation  to 
the  conservation  and  efficient  use  of 
energy,  and  thus  more  prepared  for 
the  energy  crunch. 

Of  water,  there  is  plenty.  It  is  esti- 
mated that  the  Great  Lakes  contain 
20%  of  the  world's  fresh  water  supply. 
That  massive  reservoir  laps  against 
Cleveland's  beaches,  cliffs  and  docks. 


FROM  WELL- 
APPOINTED 
HOME  TO 
OFFICE  IN  45 
MINUTES 


Within  Cuyahoga  County,  there's  no 
such  thing  as  a  long  commute.  Where 
in  some  cities  a  suburban  dweller  can 
count  on  an  hour  or  more  each  way 
to  his  downtown  office,  the  Greater 
Clevelander,  in  most  cases  measures 
his  commute  travel  time  in  45  min- 
utes or  less  in  relatively  snarl-free 
traffic.  The  area's  web  of  freeways 
and  interstates  is  supplemented  by 
the  Regional  Transit  Authority  which 
operates  the  entire  bus  and  rapid 
transit  system  within  the  County. 


That  rapid  transit  system  is  worthy 
of  special  note.  It  is  the  only  public 
rail  transit  in  the  country  that  serves 
a  major  airport,  and  also  is  one  of  the 
least  expensive.  Its  two  east  side  legs 
-  one  stretching  northeast  through 
Cleveland  proper,  the  other  branching 
southeast  through  splendid  Shaker 
Heights  — feed  into  the  downtown 
Terminal  Tower.  The  west  side  leg 
runs  southwest  directly  into  Hopkins 
International  Airport  providing  a 
speedy  22  minute  trip  from  downtown 
Public  Square  to  the  airport  terminal. 
The  fare  from  any  point  is  a  mere  35<:. 
The  convenience  factor  is  enormous, 
especially  for  traveling  business  ex- 
ecutives. In  Cleveland,  it  does  nof 
take  more  time  to  get  to  the  airport 
than  to  fly  to  another  city. 


The  convenience  and  accessibility 
provided  by  a  freeway  network  and 
public  transit  has  had  a  significant 
impact  on  where  and  how  Greater 
Clevelanders  live.  Euclid  Avenue, 
known  in  the  19th  century  as  million- 
aires row,  was  once  called  the  most 
beautiful  street  in  the  world.  Its 
mansions  have  long  since  succumbed 
to  commerce,  but  the  penchant  for 
beautiful  residential  living  has  not. 
East,  west  and  south  of  downtown 
Cleveland  lie  mile  after  mile  of  lux- 
urious homes  lining  streets  of  large, 
active,  well-organized  suburbs,  many 
within  a  half  hour  or  less  by  car,  bus 
or  rapid  transit  from  downtown.  Along 
the  west  shore  of  Lake  Erie  is  located 
the  Gold  Coast  -  a  host  of  richly-ap- 
pointed apartment  and  condominium 
complexes  but  15  minutes  by  car  or 
bus  from  Public  Square. 

The  net  effect  of  having  comfort- 
able residential  units  within  easy  ac- 
cess of  business  offices  has  limited 
the  amount  of  urban  apartment  liv- 
ing so  prevalent  in  other  major  cities. 
Yet  luxurious  downtown  apartment 
complexes  have  been  created  within 
the  past  15  years. 

Of  special  interest  is  redevelop- 
ment and  restoration  of  Ohio  City,  a 
name  referring  to  the  neighborhood 
on  the  western  banks  of  the  Cuyahoga 
River  that  once  was  a  separate  city. 
Within  the  past  decade,  appreciators 
of  the  19th  century  architecture  pre- 
valent in  the  neighborhood  began  a 
program  to  encourage  purchase  and 
rehabilitation.  Today  about  300  units 
have  been  restored  as  homes,  enter- 
tainment and  retail  boutique  estab- 
lishments, providingurban  I iving with- 
in five  minutes  of  downtown  offices. 

(continued) 
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FINE  ARTS 
THROUGH 
PERFORMING 
ARTS 

Part  of  the  Western  Reserve  heritage, 
passed  through  succeeding  genera- 
tions, is  interest  in  and  support  of 
the  fine  and  performing  arts.  Univer- 
sity Circle  is  the  hub  of  a  cultural 
wheel,  the  spokes  of  which  fan  out 
through  the  Greater  Cleveland  area. 

Located  in  University  Circle  since 
1916,  The  Cleveland  Museum  of  Art  is 
among  those  select  institutions  rec- 
ognized as  possessing  one  of  the 
world's  finest  collections  of  art.  The 
Museum's  permanent  collection  now 
numbers  more  than  43,000  objects 
from  all  cultures  and  periods,  includ- 
ing an  Oriental  art  collection  consid- 
ered one  of  the  best  in  the  Western 
world.  North  of  the  Art  Museum  is  The 

(continued) 


THE  AMERICAN  SHIP  BUILDING  COMPANY 


SHIP  AND  BARGE 
CONSTRUCTION     CONVERSION  REPAIR 


BOND  COURT  BUILDING  ■  CLEVELAND  ■  OHIO  44114  •  (216)  621-3155 


LORAIN 


TOLEDO 


CHICAGO 


TAMPA 


NASHVILLE 


ASHLAND  CITY 


NYSE  Symbol:  ABG 


United 

minds  Cleveland's  business 

97  times  a  day. 


United  Airlines  prides  itself  on 
having  more  flights  to  more  cities 
more  often  than  any  other  airline. 
Which  is  a  very  good  reason  why 
Cleveland  is  an  important  place  to 
us  at  United. 

United  flies  10,418  people  from 
Cleveland  every  day.  And  we  give 


you  97  scheduled  departures, 
including  non-stop  service  to  35  cities 
North,  South,  East  and  West.  Getting 
Clevelanders  to  their  business  all 
over  the  country  matters  a  lot  to 
United  Airlines.  So  when  you  fly,  fly 
United.  We  care  for  Cleveland's 
business. 


Fly  the^iendly  skies  of  United. 

Csm  uniTED  AiRunes 
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Cleveland  Museum  of  Natural  History 
known  not  only  for  its  fine  public  ex- 
hibits but  also  for  its  active  educa- 
tional offerings  ranging  from  lecture 
series,  classes  and  student  programs, 
through  worldwide  expeditions. 

Also  housed  in  University  Circle  is 
The  Frederick  C.  Crawford  Auto-Avia- 
tion Museum  containing  one  of  the 
best  world  collections  of  vintage, 
classic,  landmark  and  futuristic  auto- 
mobiles. The  Auto-Aviation  Museum 
is  part  of  The  Western  Reserve  His- 
torical Society,  also  located  in  Uni- 
versity Circle.  In  addition,  the  area  is 
home  to  the  Garden  Center  of  Greater 
Cleveland  and  the  Cleveland  Institute 
of  Music. 

To  the  east  of  the  Art  Museum  lies 
Severance  Hall,  winter  home  of  the 
Cleveland  Orchestra,  recognized  the 
world  over  for  its  symphonic  genius. 
Summer  home  for  the  Orchestra  is 
Blossom  Music  Center,  a  beautiful 
redwood  bowl  southeast  of  Cleveland 
in  rolling,  tree-studded  country.  A 
schedule  of  popular  entertainment 


alternates  with  the  Orchestra,  provid- 
ing pavilion  seaters  and  lawn  picnick- 
ers with  musical  strains  from  rock  to 
Bach  floating  over  the  quiet,  cricket 
chirping  background. 

Museums  abound  in  Greater  Cleve 
land,  but  they  are  not  as  stuffy  and 
static  as  most  houses  of  historical 
relics.  A  sampling:  the  Afro-American 
Cultural  &  Historical  Society-,  the 
Cleveland  Health  Museum  &  Educa- 
tion Center;  the  Dunham  Tavern 
Museum;  the  Plidco  Pipe  Line  Mu- 
seum; and  the  Salvador  Dali  Museum, 
the  only  museum  in  the  world  dedi- 
cated exclusively  to  showing  the 
works  of  one  living  artist.  Greater 
Cleveland  boasts  over  25  galleries 
displaying  all  types  of  contemporary 
art  by  local,  national  and  interna- 
tional masters. 

A  wide  variety  of  performing  arts 
are  also  available.  A  locally  organized 
and  endowed  institution,  the 
Cleveland  Play  House  has  graduated 
dozens  of  actors  and  actresses  to 
Broadway  stage  and  Hollywood 
screen.  One  of  the  leading  equity  rep- 
ertory theaters  in  the  U.S.,  the  Play 
House  on  its  three  stages  offers  live 
drama,  comedy  and  experimental 
theater  through  the  fall,  winter,  and 
spring.  But  the  curtain  is  never  down 
nor  is  the  play  ever  over  in  Cleveland. 
Over  30  amateur  and  professional, 
stage  and  dinner  theaters  operate  in 
the  area  including:  the  Hanna  Thea- 


ter, Karamu  Theater,  the  Kenneth  C. 
Beck  Center  for  the  Cultural  Arts,  and 
the  Great  Lakes  Shakespeare  Fes- 
tival. 

In  the  grand  days  of  celluloid,  four 
splendid  movie  houses  were  built  in 
a  downtown  section  called  Playhouse 
Square.  When  movie  attendance 
shifted  to  the  suburbs,  these  palaces 
were  closed.  However,  through  five 
dedicated  groups  that  form  the  Play- 
house Square  Organization,  the 
stately  theaters  are  being  restored  to 
their  original  splendor  and  are  the 
setting  for  live  entertainment,  theater 
and  dining.  Attracting  a  wide  spec- 
trum of  Greater  Clevelanders,  Play- 
house Square  has  again  become  a 
downtown  focal  point. 

The  stage  is  not  only  used  by  actors 
and  actresses,  by  popular  singers  and 
musicians,  but  also  by  ballerinas  and 
baritones.  The  Cleveland  Ballet  has 
just  completed  its  first  successful 
season.  The  Metropolitan  Opera  an- 
nually visits  Cleveland  for  a  spring 
opera  week. 

For  dinner  before  or  snack  after  a 
performance,  a  wide  selection  of  res- 
taurants offer  tempting  platters. 
Reflecting  the  ethnicity  of  Greater 
Cleveland,  cuisine  ranges  from  wiener 
schnitzel  to  cheese  blintzes.  The 
area  also  abounds  in  Italian,  French, 
Japanese,  Chinese,  and  Indian  res- 
taurants, along  with  gourmet  ham- 
burger specialty  houses. 

(continued) 
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Adhesives  &  Sealants,  Aerosol  Specialties,  Applicators.  Chemicals,  Coatings, 
Containers .  Flavors  &  Fragrances,  Graphic  Arts  Services  and  Textile  Chemicals. 


•1977  The  Sherwin-Williams  Company 
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INDOOR  AND 

OUTDOOR 

RECREATION 

Greater  Cleveland  is  surrounded  by  a 
unique  Emerald  Necklace.  Adminis- 
tered by  a  separate  governmental 
body,  the  Metropolitan  Park  system 
encompasses  18,000  acres  of  park 
land  in  various  reservations  and  con- 
necting parkways  in  Cuyahoga,  and 
adjoining  Lake,  Summit  and  Lorain 
Counties.  Over  84  miles  of  park  drives 
provide  both  pleasure  driving  and 
easy  access  to  many  public  use  areas. 
Facilities  for  public  enjoyment  in- 
clude picnic  areas,  shelter  houses, 
cook  houses,  playfieids;  golf  courses; 
foot  trails;  bridle  trails  and  stables; 
swimming,  boating  and  fishing  areas; 
toboggan,  sled  and  skating  areas,  in- 
cluding a  refrigerated  toboggan  slide. 

Water  buffs  join  any  of  the  20  yacht 
and  boat  clubs  lining  the  shores  and 
lagoons  of  Lake  Erie.  Golf  enthusiasts 
try  their  woods  and  irons  on  a  host  of 
public  links  as  well  as  at  17  country 
clubs,  some  of  which  have  been  the 
site  of  major  national  tournaments. 
Racquet  and  paddle  ball  clubs 
abound. 

In  professional  sports,  Cleveland  is 
strictly  major  league.  Within  walking 
distance  of  Public  Square,  the  80,000 
capacity  lakefront  Stadium  is  home 
to  the  Browns  and  the  Indians.  The 
new  indoor  Coliseum  on  the  southern 
periphery  of  Cleveland  can  hold 
20,000  Cavaliers  basketball  or  Barons 
hockey  fans.  The  Cobras  are  Cleve- 
land's entry  in  professional  soccer, 
while  the  Nets  belong  to  the  World 
Tennis  League. 

Two  new  facilities  add  luster  to  this 
sports  reputation.  Cleveland  State 
University's  modern  swimming  facil- 


ity has  been  the  site  of  several  major 
U.S.  meets,  including  NCAA  cham- 
pionships and  the  1976  U.S.  Olympic 
trials.  To  be  completed  by  summer's 
end,  1977,  the  Harold  T.  Clark  Tennis 
Stadium  will  seat  8000  spectators  for 
major  outdoor  competitions. 


EDUCATION: 
FROM  ONE 
COURSE  TO  A 
PH.D. 


In  addition  to  an  excellent  educa- 
tional foundation  provided  by  primary 
and  secondary,  public  and  private, 
schools  and  school  systems  operating 
in  Greater  Cleveland,  the  area  fea- 
tures a  tremendous  concentration  of 
higher  learning  institutions.  Its  18 
major  colleges  and  universities, 
public  and  private,  offer  undergradu- 
ate and  graduate  degrees  across  a 
broad  spectrum  of  arts  and  sciences, 
including  such  specialties  as  music, 
art,  engineering,  law,  medicine,  den- 
tistry, podiatry,  nursing,  business, 
education,  communications,  drama, 
and  library  science. 

These  educational  institutions 
have  a  high  degree  of  sensitivity  to 
the  business  environment,  as  evi- 
denced by  their  offerings  of  individual 
courses  and  programs  relevant  to 
members  of  the  working  community. 
For  example,  Cleveland  State  Uni- 
versity, since  its  founding  in  1965,  has 


raised  an  urban  campus  on  the  fringe 
of  downtown  Cleveland.  Its  extensive 
adult  and  part-time  education  pro- 
grams enable  students  to  combine 
work  and  study.  The  University's 
student  enrollment  includes  a  sizable 
percentage  of  men  and  women  over 
25  years  old  who  seek  new  skills 
to  attain  better  careers.  Cuyahoga 
Community  College,  founded  in  1963 
and  now  housed  on  three  new  cam- 
puses, is  also  devoted  to  relevant 
business  education.  In  addition  to  its 
Associate  degrees  in  the  arts  and 
sciences,  Tri-C  offers  a  Career  Pro- 
gram that  provides  technical  and 
business  education  in  more  than  40 
fields. 


CITY 

MANAGEMENT: 
A  SOUND 
FISCAL 
APPROACH 

The  City  of  Cleveland  has  taken  a 
number  of  steps  to  provide  a  sound 
fiscal  base  for  the  municipality, 
among  them: 

•  A  concentrated  effort  to  balance 
the  budget  which  has  remained 
in  the  black  (without  increasing 
the  1%  city  income  tax)  for  five 
years  (1972-1976). 

•  Through  economic  and  efficient 
use  of  its  work  force,  it  reduced 
the  total  number  of  municipal 
employees  by  3000  between  1972 
and  1976. 

•  In  1976,  of  its  $137.3  million  in 
short-term  notes,  the  City  con- 
verted $55.8  million  to  long-term 
bonds.  This  program  of  conver- 
sion continues  in  1977  with  an 
additional  $47.1  million  ear- 
marked for  transferal  into  long 
term  bonding. 

Cleveland's  note-to-bond  conver- 
sion ability  is  a  reflection  of  the  ready 
acceptance  of  Cleveland's  bond 
issues  in  the  market.  Under  Ohio  law, 
city  bonds  can  be  issued  only  for 
capital  improvement,  not  for  operat- 
ingfunds.  Since  1952,  Cleveland  bonds 
have  been  rated  "A"  or  better. 

Best  example  of  the  strength  of 
Cleveland  in  the  municipal  bond  mar- 
ket was  the  1976  issuance  of  $91  mil- 
lion in  revenue  bonds  for  the  capital 
improvement  of  Hopkins  Interna- 
tional Airport.  The  bonds  were  sold 
within  72  hours. 

(continued) 


There's  a  lot 
of  Cleveland 
in  Alaska. 


We're  proud  to  be  leading  the  way  in  bringing  energy 

from  our  country  for  our  country. 
We're  proud  to  call  Cleveland,  Ohio  our  headquarters. 

The  Standard  Oil  Co.  (Ohio) 
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VELAND 


MAJOR 

IMPROVEMENTS 
TO  CITY  FACILITIES 


Total  renovation  of  Hopkins  Inter- 
national Airport,  to  be  completed  in 


1978,  will  make  it  one  of  the  finest  in 
the  country.  New  north  and  south 
ticketing/ baggage  claim  terminals, 
speedwalks  both  within  the  airport 
and  to  parking  areas,  new  central 
lobby,  improved  speedier  baggage 
delivery,  two-tier  enplaning  and  de- 
planing access  roads,  increased  cus- 


VAN  DORN...105  years  old, 
gaining  strength  every  day 


Over  a  century  ago,  James  Van  Dorn  set  up 
shop  at  our  present  headquarters  on  Cleveland's 
east  side  to  produce  wrought  iron  fence. 

For  the  past  30  years  our  major  products  have 
been  containers,  injection  molding  machines  for 
the  plastic  industry,  and  heat  treating  of  specialty 
steels.  Sales  have  increased  from  $1,752,000  in 
1946  to  $135,817,000  in  1976;  earnings  from 
$54,000  to  $4,497,000,  and  shareholders'  equity 
from  $1,453,000  to  $35,018,000. 

We  also  manufacture  in  seven  other  states 
and  Canada,  and,  for  many  reasons,  consider 
Cleveland  a  fine  place  for  headquarters. 

For  more  information  about  Van  Dorn  and 
why  Cleveland  is  a  great  place,  write  our  Chairman, 
Lawrence  C.  Jones,  at  the  address  below. 


VAN  DORN  COMPANY 

2685  East  79th  Street   •   Cleveland,  Ohio  44104 


toms  facility,  curbside  check-in  ser- 
vice, direct  covered  access  to  planes 
from  gates,  are  but  a  few  of  the  im- 
provements to  this  airport  which  han- 
dled close  to  six  million  passengers 
in  1976.  Air  service  from  Cleveland 
Hopkins  to  approximately  100  U.S. 
and  Canadian  cities  includes  22  daily 
non-stop  flights  to  New  York  City,  18 
to  Chicago,  6  to  Miami,  and  4  to  Los 
Angeles.  In  addition,  a  major  U.S. 
carrier  is  building  a  $1  million  center 
adjacent  to  Hopkins  to  house  one  of 
its  regional  operations. 


Cleveland  Hopkins  is  complemented 
by  the  city-owned  Burke  Lakefront 
Airport  for  both  commercial  and  pri- 
vate aircraft  service.  Burke  is  located 
five  minutes  from  downtown  on  Lake 
Erie,  at  the  junction  of  the  major  east- 
west  and  southbound  freeways. 

Also  undergoing  renovation  is 
Cleveland's  Public  Hall  and  Conven- 
tion Center.  After  $10  million  in  im- 
provements by  1979,  the  facility  will 
feature  an  entire  new  lighting  system, 
additional  meeting  rooms,  movable 
partitions  for  sectioning  of  exhibit 
areas,  additional  escalators,  an  up- 
dated sound  system,  new  elevators, 
restoration  of  the  outside  face,  as 
well  as  other  changes.  The  third 
largest  convention  center  in  the  na- 
tion with  500,000  square  feet,  Cleve- 
land's facility  has  approximately  2000 
underground  parking  spaces  with 
direct  access  to  the  Center. 

(continued) 


General  Electric 
brightens 
the  heart  of 
Cleveland... 
and  the  hearts 
of  Clevelanders. 


Highly  efficient  Lucahx®  lamps  from  General 
Electric  light  up  Cleveland's  Public  Square 
and  make  downtown  streets  brighter,  safer 
and  more  inviting  for  brisk  and  pleasant 
nighttime  business  in  stores,  shops,  theatres 
and  restaurants. 

And  in  the  Cleveland  Stadium,  bright 
banks  of  Multi-Vapor®  lamps  from  General 
Electric  welcome  fans  to  the  exciting  action 
of  nighttime  sports,  helping  them  to  see 
them  better  and  enjoy  them  more. 

Two  examples  of  the  many  highly 
efficient  lighting  systems  developed  and 
produced  in  Cleveland  by  Clevelanders. 
Contributing  to  the  betterment  of  the  city 
and  its  economy,  as  well  as  to  the  well-being 
of  its  people.  And  providing  better,  more 
efficient  and  economical  energy-saving 
lighting  for  all  America. 

Put  a  Clevelander  to  work  lighting 
your  city  or  your  business  by  writing  for 
energy-saving  ideas  from  General  Electric: 
Write  General  Electric,  Dept.  C-744,  Nela 
Park,  Cleveland,  Ohio  44112.  Or  phone  toll 
free  1-800-321-7170.  (In  Ohio  please  call 
1-800-362-2750.) 


GENERAL®  ELECTRIC 


C-744 
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IMPORTANT 
STEPS  TO  SPUR 
ECONOMIC 
GROWTH 


The  tax  abatement  program  for  the 
City  of  Cleveland  is  simple  and  equit- 
able. It  includes  a  20-year  graduated 
scale  for  city,  school  and  county  real 
estate  taxes  on  property  with  new 
construction.  More  liberal  benefits 
are  available  for  improvements  on  ex- 
isting buildings,  with  sliding  tax 
abatement  for  30  years.  In  addition  to 
this  program,  industrial  revenue 
bonding  is  offered  and  administered 
by  Cuyahoga  County. 

Through  significant  changes  in 
state  law,  the  City  of  Cleveland  can 
take  title  to  abandoned  and/or  tax 
delinquent  land  more  quickly  with  a 
lot  less  red  tape.  It  also  permits  the 
City  to  land  bank  these  properties, 
clear  titles,  and  then  replan  and  mar- 
ket these  lands  for  industrial,  com- 
mercial or  residential  development. 

The  City  is  also  currently  working 
on  establishment  of  an  industrial 
park  within  Cleveland  proper.  Forma- 
tion of  the  park  would  add  to  the 
already  50  full  service  industrial 
parks  available  within  the  Greater 
Cleveland  area  to  meet  the  needs  of 
both  large  and  small  businesses. 

An  important  force  in  relating  city 
businessmen's  needs  to  the  munici- 
pal governmental  structure  is  Cleve- 
land's Department  of  Human  Re- 
sources and  Economic  Development. 
Acting  as  ombudsmen,  the  Depart- 
ment's staff  is  a  service  rather  than 
an  enforcement  arm,  aiding  busi- 
nesses to  find  solutions  for  problems 
involving  city  government. The  Depart- 
ment has  further  acted  as  a  rede- 
velopment catalyst  inthe formation  of 
over  a  dozen  non-profit  neighborhood 
corporations.  Purpose  of  these  corpo- 
rations is  recognition  by  businesses 
within  a  given  neighborhood  that  they 
have  mutual  problems  in  maintaining 
and  improving  their  surroundings, 
which  can  be  solved  through  joint 
resolutions  and  action.  Through  such 
a  team  approach,  the  services  and 
regulations  of  the  city  are  better  re- 
lated to  the  neighborhood's  needs. 
Results  thus  far  are  encouraging. 
Problems  are  being  soived  that  earlier 
would  have  resulted  in  a  change  of 
business  location. 

Not  of  least  importance  in  the  over- 


all economic  development  of  the  area 
is  the  Greater  Cleveland  Growth  Asso- 
ciation. Begun  in  1968,  it  incorporates 
representation  from  all  facets  of  the 
community  -  small  and  large  busi- 
ness, labor,  commerce,  education  and 
culture.  It  has  the  second  largest 
membership  of  any  such  organization 
in  the  country.  Through  its  multi- 
pronged  activity  in  unifying  govern- 
mental, labor  and  business  efforts,  it 
is  involved  in  every  phase  of  the 
socio-economic  development  of  the 
Greater  Cleveland  market. 


PLANNING 
FOR  THE  NEXT 
CENTURY 

A  seeker  of  a  downtown  Cleveland 
address  would  quickly  find  that  office 
space  is  tight.  The  average  occupancy 
rate  for  all  classes  of  downtown  office 
space  is  90%.  (Occupancy  is  also  high 
in  the  extensive  suburban  office  com- 
plexes.) Initial  reaction  to  such  rates 
might  be  "there's  no  room  at  the  inn". 
But  on  second  glance  such  rates  re- 
flect a  healthy  business  and  eco- 
nomic environment.  Fifteen  new  office 
buildings  with  over  5  million  square 
feet  of  space  have  been  built  within 
the  past  20  years.  Older  office  struc- 
tures have  not  suffered  and  a  number 
have  been  renovated.  This  is  in  sharp 
contrast  to  newer  areas  of  the  coun- 
try where  some  skyscrapers  stand 
virtually  empty,  or  in  other  mature 
cities  where  new  office  structures 
gain  occupancy  at  the  expense  of 
older  buildings. 

!n  its  traditional  fashion  Cleveland 
is  now  ready  to  move.  In  1977,  con- 
struction will  begin  on  a  new  state 
office  tower  west  of  Public  Square. 
Plans  for  two  new  downtown  office 
structures  are  on  the  drawing  boards. 
In  addition,  the  city's  largest  down- 


town hotel,  recently  purchased  by  a 
Cleveland  syndicate  (with  the  aid  of 
a  local  banking  group),  will  be  totally 
renovated  in  1977.  This  is  a  reflection 
of  the  availability  of  individuals  and 
investor  groups  and  their  sources  of 
equity  for  commercial  and  industrial 
development  in  the  area.  It  is  further 
a  reflection  of  construction  and  mort- 
gage money  availability. 

In  other  words,  the  Greater  Cleve- 
land community  is  purposeful  in  its 
action.  It  is  wise  and  careful  in  its 
development  so  that  the  effect  will  be 
positive  and  meaningful  to  the  area 
and  its  economy. 

That  approach  has  been  viable  for 
the  past  180  years.  Greater  Cleveland 
will  continue  to  use  that  planned  de- 
velopment strategy  through  the  cen- 
tury to  come. 

Exactly  what  Asa,  Abner,  Elias, 
Ebenezer,  Joshua,  Jabez,  Levi  and 
Moses  had  in  mind. 


.  .  .  /  have  been  a  Cleveland  resident 
for  nearly  21  years  .  .  .  I  am  able  to 
compare  Cleveland  with  every  capital 
in  Central  and  South  America,  along 
with  Rome,  Naples,  Bari,  Vladivostok, 
Darien,  Tokyo,  Seoul,  Kyoto,  Osaka, 
Hong  Kong,  Saigon,  Singapore,  Cal- 
cutta, Rangoon,  Bangkok,  Jakarta, 
Sydney,  Canberra,  Melbourne,  Adel- 
aide, Perth,  Wellington,  Christchurch, 
Auckland  and  points  in  between  .  .  . 
I  have  been  a  resident  of  Shanghai, 
Seoul,  Tokyo,  Sydney,  Washington, 
Syracuse,  San  Francisco,  Rapid  City, 
Biloxi,  Miami  and  Honolulu  .  .  .  I  am 
familiar  with  about  40  of  the  50  states. 
Nowhere  have  I  found  more,  and  in 
most  cases,  not  one-tenth  as  much, 
as  I  find  in  Cleveland.  My  criteria  are 
based  on  how  well  my  social,  cultural, 
material  and  aesthetic  needs  are  met. 
Cleveland  and  its  en  virons  does  it  more 
completely  and  better  than  any  place 
I  could  name  .  .  . 

Excerpt  from  a  letter  to  a  Cleveland  Newspaper, 
April  24,  1977 


The  Cuyahpgamver  rolls  along, 
at  about  $28  million  per  mile. 


Republic's  Steel  Plant  Water  Treatment  Plant,  our  latest  addition, 
cleans  and  treats  water  used  in  the  steelmaking  process  to 


Republic's  West  Side  Water  Treatment  Plant  / 
Original  cost:  $3  million        ^  r^T  "~7"T/t/? s//j 

Additional  treatment  facilitieC$7  millior^    T  *J  '  f  rr(AA/Vl 


SlVater  Treatment  Plant  at  Republic's  hot  and  cold  strip  mill  complex 
8'3cycles  more  than  100  million  gallons  of  water  daily. 
'Original  cost:  $18  million 
tkdditional  treatment  facilitiesC$6  million 


As  part  of  Republic's  water  quality  control  program,  additional 
facilities  are  being  constructed  at  #5  and  #6  blast  furnaces 
to  permit  reuse  of  treated  water. 


Hping  the  Cuyahoga  live  down  its  shady  past  is  a  very  5/ fit 
pensive  proposition.  (0/ 

hpublic  Steel,  alone,  has  already  spent  more  thanQ6^) 
1 1 1  ion  on  water  controls  for  the  Cuyahoga's  transit  through 

PSTeggiand  mill  areas.  And  we're  committed  to  spending 
pth^nj>8  rrtylion  in  the  near  future.  And  we're  proud  of 

r  accofTTpTishments. 

ie  control  systems  in  our  plants  take  polluted  water  from 
b  Cuyahoga.  Then,  we  use  it  in  the  steelmaking  process, 


Bcpubloc 


we  clean  it,  we  recycle  the  water,  and  return  cleaner 
water  to  the  Cuyahoga  than  we  took  from  it. 

Unfortunately,  Republic's  water  controls  alone  cannot 
completely  clean  the  river.  There  are  many  other  sources 
of  pollution.  Municipal  sewage  treatment,  for  instance, 
must  improve. 

But  as  municipal  improvements  are  added  to  ours,  the 


Cuyahoga  will  become  cleaner 
efforts,  and  the  expenditure 


arge  part  due  to  our 
illion  per  mile. 


The  original  version  of  this  ad  appeared  in  various 
Cleveland  publications  in  October,  1976.  The  new 
figures  indicate  how  much  has  been  accomplished  in 
just  the  few  months  since  that  time. 


THE  WAY 

LEASEWAY 

LOOKS  AT  IT. 


..YOU'RE 
RIGHT 
DOWN 
THE  ROAD 
FROM 

CLEVELAND, 
WHEREVER 
YOU  ARE. 


From  our  Cleveland  headquarters  in  North  America's  industrial  heart  we  coordinate 
the  activities  of  some  160  specialized  subsidiaries,  providing  highway  transportation, 
leasing  and  distribution  services.  ■  Each  one  serves  its  local  area  like  home. . . 
because  it  is.  Each  one  services  its  customers  like  neighbors . . .  because  they  are. 
And  each  one  helped  achieve  our  record  $570  million  in  revenues  in  1976.  ■  In  the 
short  run  and  the  long  haul,  Leaseway  companies  serve  3000  customers  covering 
every  segment  of  the  economy  every  day.  With  private  carrier  fleets,  specialized 
common  and  contract  carrier  fleets,  warehousing,  supply,  transportation  consulting, 
and  full  service  and  finance  leasing.  ■  However,  we  re  better  known  by  the  companies 
we  keep,  since  most  of  our  61,000  vehicles  carry  our  customers'  names.  Names 
like  GM  and  Sears,  plus  Cleveland-headquartered  leaders  like  ATO,  Diamond 
Shamrock,  Eaton,  Republic  Steel,  Sherwin-Williams,  Sohio  and  TRW.  Names 
from  A&P  to  Xerox.  ■  Leaseway  is  ranked  as  America's  fourth  largest  highway 
transportation  company.  Our  automobile,  retail  goods,  cement  and  petroleum 
carriers  are  all  first  in  their  fields.  ■  And  we  lease  plenty  of  trucks  under  our  own 
name  just  as  proudly,  from  coast  to  coast,  and  from  Canada  to  Puerto  Rico  "We 
may  be  serving  your  company.  If  not,  why  not?  Chances  are  you're  right  down  our 
road.  ■  For  a  copy  of  our  annual  report  and  more  information  about  our  services, 
please  write  to  the  Office  of  the  Chairman. 


w £»  rut  A  i//  L  ease  way  Transportation  Corp 

itA&tWAYl  21111  Chagrin  Boulevard.  Cleveland,  Ohio  44122 
(216)991-8800 


Orphans  Try  Harder 


If  you've  got  a  drastic  problem,  try  a 
drastic  solution.  It  just  might  work. 


You  know  the  story  about  the  cow- 
boy who  wanted  a  quarter  horse  with 
a  long  memory.  So  he  bred  Old  Paint 
with  an  elephant.  He  got  the  slowest 
pony  in  the  West,  instead.  Most  men 
would  weep  at  this  point.  Ben  W. 
Heineman  bred  'em  back  to  type, 
instead. 

Back  in  the  1950s  Heineman  won 
a  reputation  as  the  man  who  made 
Chicago  &  North  Western's  passenger 
trains  profitable.  The  trouble  was  that 
the  profit  wasn't  much. 

So  in  the  1960s  Heineman  de- 
veloped the  railroad  holding  compa- 
ny, marrying  his  railroad  to  a  couple 
of  chemical  companies,  then  to  a  con- 
glomerate—the old  Philadelphia  & 
Reading  Corp.,  with  its  Lone  Star  Steel 
and  Union  Underwear— and  naming 
the  whole  Northwest  Industries. 

The  result:  a  marginal  railroad  and 
a  low  price/ earnings  ratio  for  the 
holding  company.  This  was  in  1970, 
remember,  when  Penn  Central  was  go- 
ing under. 

The  solution:  Heineman  got  out  of 
the  railroad  business  in  1972.  First  he 
wrote  down  the  assets  of  the  old 
C&NW  by  $405  million  to  what  was 
called  "net  realizable  value"— thus  ac- 
cruing a  $200-million  tax  shelter  for 
his  conglomerate,  almost  as  good  as 
cash.  Heineman  then  "sold"  the  rail- 
road to  a  loose  syndicate  of  top  man- 
agement, railroad  employees  and  one 
or  two  union  leaders.  The  new  own- 
ers took  over  responsibility  for  keeping 
the  railroad  afloat,  while  a  subsidiary 
of  Northwest  backed  about  half  of 
their  $400-million  debt.  Also,  the  new 
C&NW  Transportation  Co.  had  to 
maintain  a  contingency  cash  pot  of  $15 
million  for  five  years. 

That  was  five  years  ago.  Last  month 
Forbes  editors  were  reading  over 
capital  spending  reports  on  railroads, 
and  there  was  Chicago  &  North 
Western  with  a  respectable  spending/ 
revenues  ratio.  What?  This  run-down, 
half-broke  orphan  that  shrewd  Ben 
.  Heineman  had  given  away? 

What  happened  at  Chicago  & 
North  Western  reads  like  a  textbook 
on  the  age  of  recycling.  While  Heine- 
man  went  on  with  his  conglomerate 


to  more  exotic  things  and  fatter  mar- 
gins, his  old  sidekick  from  his  rail- 
road days,  Larry  S.  Provo,  the  cer- 
tified public  accountant  who  had 
thought  up  the  buy-out  in  the  first 
place,  was  working  on  the  railroad. 
This  is,  for  the  most  part,  his  story; 
the  story  of  how  a  tired  old  railroad 
came  to  show  a  profit  of  $1.86  a  share 
last  year,  with  prospects  of  $4  to  $5  a 
share  this  year  and  next. 

Provo's  first  big  test  came  when  the 
1974  recession  hit  Chicago  &  North 
Western— as  it  did  all  marginal  rail- 
roads—like a  ton  of  bricks.  What  do 
you  do  when  you're  heavily  in  debt 
and  saddled  with  crumbling  track  and 
poor  equipment  and  when— as  a  man- 
ager remembers— "business  just  died"? 

Cut  back,  right?  Yes,  but  not  on 
maintenance.  Sure,  the  railroad  laid 
off  8%  of  its  work  force  between  1974 
and  1975— but  the  biggest  cuts  came 
from  overhead,  the  corporate  and 
transportation  departments.  Instead  of 
shutting  down  C&NW's  big  Clinton, 
Iowa  repair  shop  (it  would  have  saved 
millions),  management  ran  the  shop 


full  blast,  turning  it  into  a  mass  disas- 
sembly line,  cutting  up  hundreds  of 
the  railroad's  obsolete  40-foot  grain 
cars  for  scrap.  "We  kept  our  skilled 
people  working  and  got  $3  million  or 
so  in  cash  flow,"  recalls  C&NW  Presi- 
dent James  R.  Wolfe,  the  47-year-old 
labor  relations  man  then  in  charge  of 
operations.  "We  did  the  same  thing 
with  our  older  locomotives." 

How  do  you  run  a  railroad  with 
fewer  engines?  Same  principle: 
C&NW  bought  surplus  engines  of 
higher  horsepower  from  scrap  deal- 
ers and  rebuilt  them  at  Clinton.  The 
"new"  engines,  expected  to  last  15 
years,  cost  $90,000  each  vs.  the 
$360,000  each  they  would  have  cost 
from  the  factory. 

Even   when   C&NW   plunged  $8 


million  into  the  red  in  1975,  every 
available  penny  was  poured  back  into 
the  business.  Last  year  alone,  when 
profits  were  only  $8  million,  C&NW 
managed  to  pour  $31  million  into 
maintenance  and  equipment. 

C&NW  also  has  managed  to  be  one 
of  the  nation's  most  successful  track 
abandoners.  Every  mile  of  abandoned 
track  means  dollars  earned  from  scrap 
and  dollars  saved  on  operating  costs. 
Since  1970  C&NW  has  gotten  rid  of 
1,400  miles  of  lightly  used  track: 
it  has  another  1,000  miles  in  aban- 
donment actions  before  the  Interstate 
Commerce  Commission.  That  leaves  it 
with  something  like  9,900  miles  of 
track— including  a  400-mile  double 
track  Class  A  roadbed  between  Oma- 
ha and  Chicago  that  accounts  for 
much  of  its  current  earnings  gains. 

The  real  result  of  Heineman's  spin- 
off of  C&NW  is  that  it  has  begun 
to  resemble  a  railroad  again.  It  has 
gone  hustling  after  new  business- 
something  that  is  sure  to  pay  off  if 
your  competition  is  the  likes  of  the 
Chicago,  Milwaukee  and  the  Rock  Is- 


land. Traffic— highly  profitable  traffic 
of  fruit,  vegetables,  coal  and  piggy- 
back trailers— has  doubled  along  the 
Omaha-Chicago  route  to  300,000  cars. 
This  year  it  should  hit  350,000. 
Pleased  with  improving  service  on  the 
C&NW,  the  Union  Pacific,  which  con- 
nects at  Fremont  and  Omaha,  Neb., 
has  been  handing  over  additional  traf- 
fic. New  business  includes  a  lucrative 
Toyota  auto-carrying  contract  and  a 
mail  contract  (C&NW's  first),  and 
has  helped  offset  declines  in  grain 
hauling— still  C&NW's  main  business. 

Larry  Provo's  story  ends  here.  A 
two-pack-a-day  smoker,  he  died  of 
lung  cancer  last  October.  But  he  had 
put  the  C&NW  on  the  right  track, 
and  his  family  may  yet  see  the  fruits  of 
his  labor.  His  original  120,000  shares 


". . .  [Management]  turned  the  shop  into  a  mass  disassembly 
line,  cutting  up  obsolete  cars  for  scrap.  'We  kept  our 
skilled  people  working  and  got  $3  million  in  cash  flow' . . ." 


FORBES,  JUNE  15,  1977 
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The  way  someWorkersXomp 
policyholders  are  regarded 
is  un-American. 

Do  you  ever  feel  you're  being  treated  like  one  of  the  herd? 
It  won't  happen  with  American  Mutual. 

We  serve  the  needs  of  people — that's  the  American  way, 
the  American  Mutual  way. 


American 
Aftutual 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound. 


Hard-working  men 
have  always  struck  it  rich 
in  Southern  Colorado. 


in  the  railroad— which  he  bought  for 
something  like  83%  cents  a  share— are 
now  worth  $1.4  million  on  paper.  It 
seems  that  the  handful  of  top  execu- 
tives who  bought  the  lion's  share  of 
the  railroad  may  fulfill  Chicago  bank- 
er Gaylord  Freeman's  prophecy  at  the 
time  of  the  deal:  "Those  fellows  are 
going  to  be  rich." 

They  may  be.  Jim  Wolfe  took  over 
I   the  railroad  last  fall.  Willing  to  com- 
i  promise,  unlike  Provo,  Wolfe  moved 
swiftly  to  reopen  stalled  negotiations 
on  the  sale  of  the  line's  money-losing 
j  commuter  operations.  By  Christmas  of 
i  last  year  he  had  made  a  deal  with 
the  Regional  Transportation  Authority 
giving  the  cash-hungry  road  $63  mil- 
lion over  a  four- year  period. 

Wolfe  also  revived  a  major  deal  that 


". . .  If  the  coal  line  goes 
through  ...  it  could  be  the 
difference  to  C&NW 
between  being  just  an- 
other marginal  railroad 
and  a  property  . . ." 


Provo  had  had  to  shelve  during  the 
recession:  a  joint  program  with  the 
Burlington  Northern  for  hauling  coal 
out  of  Wyoming's  Powder  River  Ba- 
sin. The  Burlington  is  already  pushing 
ahead  with  its  half  of  the  $100-mil- 
lion,  110-mile  new  line.  But  the 
C&NW  needs  a  big  financial  boost 
before  it  can  move  on  the  project.  It 
has  to  haul  that  coal  across  Nebraska 
on  what  is  now  only  lightweight  sin- 
gle track.  The  cost  of  rehabilitation: 
$200  million.  Wolfe  wants  to  obtain 
up-front  financing  from  a  coal  produc- 
er or  user,  like  a  utility. 

If  the  coal  deal  goes  through— and 
if  it  isn't  saddled  with  competition  by 
government-authorized  builders  of  a 
slurry  pipeline  for  the  coal— it  could 
be  the  final  difference  to  C&NW  be- 
tween being  just  another  marginal 
railroad  and  property— a.  property 
that  a  line  like  Union  Pacific,  which 
wants  to  close  the  gap  between  its  ter- 
minals at  Omaha  and  Chicago,  just 
might  want  to  buy. 

At  what  price?  Railroad  analyst  Al- 
exander Kerr  of  Janney,  Montgomery 
Scott,  Inc.  figures  $20  a  share  for 
C&NW's  4.4  million  shares  is  not  un- 
reasonable. That  could  make  mil- 
lionaires of  the  original  investors  in 
the  railroad,  the  men  who  took  the 
company  off  Heineman's  hands.  And 
the  little  guys  who  came  later  could 
clear  $10,000,  $20,000,  $40,000  each. 

Not  a  bad  prospect  for  a  company 
that  started  out  with  a  debt-to-equity 
ratio  of  100-to-l.  It's  still  a  long  shot- 
but  not  as  long  as  five  years  ago.  ■ 
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Colorado's  south  central  region,  with 
the  state's  most  diversified  topog- 
raphy, has  always  attracted  the  most 
diversified  talents.  Rugged  individ- 
ualists who  could  look  life  in  the  eye 
and  know  they  were  equal  to  the  task. 

The  mountains  lured  miners  with  the 
promise  of  gold  and  silver.  The 
forests  brought  in  the  hunters  and 
loggers.  The  valleys  attracted  the 
ranchers,  farmers  and  homesteaders. 
The  rivers  called  the  adventuresome. 
And  all  20,000  square  miles 
were  a  challenge  to  the  railroaders. 


Dana.  Western  Forge.  A.  E.  Staley. 
AMAX.  These  and  many  more 
have  been  drawn  here  by  the  re- 
sources and  energy,  the  transporta- 
tion network,  and  the  abundant, 
well-educated  work  force.  And  by  the 
lifestyle  and  recreational  activities  — 
which  are  the  reasons  we  call 
Colorado  the  ultimate  fringe  benefit. 

There's  room  for  your  company  here 
—  where  so  many  others  have  struck 
it  rich.  For  complete  details,  mail  the 
coupon  today. 


Today,  this  diverse  landscape  is 
dotted  by  diverse  industries.  CF&I 
Steel.  Johns-Manville.  Ideal  Cement. 


William  C.  Hacker 

Director  of  Community  Development 
Dept.  1492 

500  State  Centennial  Bldg. 
Denver,  CO  80203 


Please  send  me  more  information  about  opportunities  for  my  company  in 
Southern  Colorado. 

Nartis  Title  

Company  

Type  of  Business  

Add  ress  

City  State  Zip  


the  ultimate 
fringe 
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Itel  specializes  in  innovative  ways 
to  free  capital  so  it  can  be  used  most 
effectively.  And  our  customers  think 
we  know  how  to  do  that  better  than 
anyone  else. 

Our  expertise  in  financial  ser- 
vices, data  products  and  transporta- 
tion allows  us  to  show  our  customers 
where  to  put  their  capital  equipment 
dollars  in  order  to  get  the  best  return. 
And  Itel  knows  how  to  make  money 
go  further  in  the  area  of  data  ser- 
vices, too  —  we  provide  a  wide  range 
of  data  processing  services  to  indus- 
tries such  as  manufacturing,  whole- 
saling, banking,  law,  retail  and 
transportation. 


We  know  how 

to  unlock 
capital  resources. 

Itel  stock  is  traded  on  the  NYSE  under  the  symbol  I.  For  further  information,  write  for  our  annual  report. 


Our  innovative  marketing  ideas 
have  done  as  much  for  Itel  as  they 
have  for  our  customers.  We've  gone 
from  $2.2  million  in  revenues  to 
well  over  $260  million  in  only  nine 
years.  1976  saw  record  net  earnings 
for  Itel  in  excess  of  $16  million.  And 
our  financial  success  is  continuing 
steadily  -  in  the  first  three  months 
of  1977  alone,  our  revenues  increased 
to  a  record  $78.6  million  and  sur- 
passed last  year's  first  quarter  reve- 
nues by  nearly  40%. 

Contributing  to  our  outstanding 
financial  performance  last  year  was 
the  arrangement  of  more  than  one- 
half  billion  dollars  of  lease  financing 
And  ltel's  new  Rail  Division  put 
$55  million  of  equipment  on  lease 
and  operated  at  a  profit  in  its  first  full 
year.  In  addition,  our  data  services 
operation  increased  its  revenues 
by  more  than  60%. 


But  these  are  just  some  of  the 
areas  in  which  we've  grown  by 
unlocking  our  customers'  capital 
resources.  We're  always  coming 
up  with  new  ways  to  stretch  capital 
as  far  as  it  will  go.  And  we  think 
we'll  go  far  doing  so. 

Itel.  We're  a  company  that  will 
grow  on  you. 


(XJRPQRATiaN 

One  Embarcadero  Center 
San  Francisco,  California  94111 
Telephone:  (415]  983-0000 


After  2,000 miles  in  the  air 
or 600  miles  on  the  road 

there's  no  place  like  Hilton. 


After  a  long  day,  stay 
with  us. 

Hilton  has  a  way  of  helping 
you  relax  after  one  of  those 
endless  days.  It's  called  Hilton 
Rainbow  Service  and  it  means 
doing  our  best  to  make  you  as 
comfortable  as  possible.  It's 
service  epitomized  by  New  York's 
Waldorf-Astoria,  where  our  guests 
have  enjoyed  warm,  concerned 
attention,  along  with  gracious 
accommodations,  for  years.  All 
in  the  most  convenient  location 
in  town. 


After  a  hard  day,  unwind 
with  us. 

We  haven't  forgotten  that 
relaxation  is  more  than  a 
comfortable  room.  So  each 
Hilton  has  built-in  pleasures. 
For  example,  at  the  Washington 
Hilton  you  can  enjoy  the  elegance 
of  The  Four  Oaks,  the  Capitol's 
smartest  restaurant.  Or  The 
Colonials  for  more  casual  dining. 
There's  even  a  Racquet  Club 
where  our  guests  enjoy  tennis, 
swimming  and  poolside  restaurant 
service. 


Or  enjoy  your  vacation 
with  us. 

The  San  Diego  Hilton  is  like  Hawa 
on  the  mainland  — perfect  for  a 
family  vacation.  Located  on 
Mission  Bay,  you  can  sail, 
swim  or  lie  in  the  sun 
So,  before  your  n 
trip,  remember 
Hilton.  Call  your 
local  Hilton 
Reservation 
Service  or 
your  travel 
agent. 


Putting  Mapco  On  The  Map 


Bob  Thomas  was  looking  for  problems  that  had  solutions— which  is  how 
Mapco  became  one  of  the  U.S.'  biggest  and  fastest-growing  companies. 


By  JAMES  COOK 

A  few  years  ago  when  Tulsa,  Okla.'s 
Mapco  Inc.  exercised  its  prerogative 
to  renegotiate  a  big  coal  contract  with 
the  Tennessee  Valley  Authority,  TVA's 
crusty  red-haired  chairman,  Aubrey 
Wagner,  didn't  hesitate  to  chew  out 
Mapco  publicly  for  boosting  its  price 
from  $8.50  to  $28.50  a  ton  overnight. 
So  things  were  a  bit  tense  a  few 
months  later  when  Wagner  and  Map- 
co's  belligerently  outspoken  chairman, 
Robert  E.  Thomas,  62,  ran  into  each 
other  for  the  first  time  at  a  White 
House  cocktail  party. 

"I  said  to  him,"  Thomas  recalls,  "I 
didn't  mind  being  called  a  profiteer, 
which  he  had  called  me,  or  a  price- 
gouger,  that  didn't  bother  me  a  bit. 
What  really  upset  me  was  when  he 
got  me  in  dutch  with  my  stockholders 
by  saying  that  if  they  hadn't  signed  this 
contract  with  us,  we  could  have  sold 
the  coal  at  a  higher  price  to  some- 
one else.  I  said,  'Mr.  Wagner,  I  just 
want  to  set  the  record  straight:  If  we 
could  have  done  it,  we  would." 

That  style  of  conduct  has  taken 
Thomas  a  long  way.  Thomas  created 
Mapco  19  years  ago  out  of  13  iffy 
letters  of  intent  (to  use  a  pipeline 
Thomas  wanted  to  build)  and  $72 
million  in  borrowed  money,  and  since 
then  the  company  has  emerged  as  one 
of  the  most  profitable  U.S.  companies. 

Mapco  is  more  than  a  coal  compa- 
ny. It  also  operates  the  U.S.'  largest 
propane  pipeline  system— which  is 
where  the  company  got  started— and 
its  only  anhydrous  ammonia  pipeline. 
In  addition,  it  markets  propane,  nat- 
ural gas  and  fertilizers  on  its  own,  and 
produces  oil  and  gas  in  substantial 
quantities  in  the  U.S.,  Canada  and  In- 
donesia. Mapco  went  from  nothing  in 
1959  to  nearly  $425  million  in  sales 
last  year,  $56  million  in  net  income 
and  a  return  on  equity  of  34%.  In 
the  past  five  years  Mapco's  sales  have 
quadrupled,  while  its  per-share  earn- 
ings have  risen  fivefold. 

A  tall,  trim,  ruddy-cheeked  man  with 
frosty  hair  and  an  expansive  midwest- 
ern  manner,  Thomas  delights  in  tan- 
gling with  the  TVA,  the  Interstate 


Commerce  Commission,  the  Securities 
&  Exchange  Commission  and  all  the 
other  bureaucracies  that  regularly 
interfere  with  his  business  and  every- 
one else's.  "The  only  true  and  forth- 
right men  in  America  are  the  business 
executives  of  our  major  companies. 
How's  that  for  fighting  words?"  he 
fumes.  "If  we  had  people  in  Con- 
gress who  were  as  thoughtful  as  peo- 


Watchdog:  "My  job  is  to  look  after 
the  stockholders'  money,  and  I  do, 
because  $5  million  of  it  is  mine." 


pie  in  industry  are,  we  wouldn't  have 
some  of  these  problems  we  have." 

Thomas  is  more  than  a  professional 
curmudgeon.  He  majored  in  account- 
ing and  corporate  finance  at  the 
Wharton  School,  started  out  in  Boston 
in  the  Thirties  managing  the  Keystone 
Custodian  Fund's  railroad  investments. 
He  made  such  a  reputation  for  him- 
self that  in  1953  the  Pennroad  Corp. 


(which  grew  up  to  become  the  Mad- 
ison Fund)  asked  him  to  come  over 
and  straighten  out  some  of  the 
problems  it  had  inherited  from  its  days 
as  a  railroad  holding  company. 

Pennroad  bought  a  controlling  in- 
terest in  the  Missouri-Kansas-Texas 
Railroad  in  1956,  in  the  mistaken 
notion  that  it  was  an  undervalued 
property.  Thomas  took  over  as  chair- 
man of  Katy's  executive  committee, 
discovered  how  rotten  the  property 
was,  and  began  looking  for  some  way 
to  diversify  it.  The  solution  was  the 
Mid-America  Pipeline,  which  Katy 
sponsored  and  in  which  it  retained  an 
18%  interest.  "The  trouble  with  rail- 
roads," Thomas  says,  "is  there  are  all 
kinds  of  problems  and  no  solutions, 
and  the  Katy  had  more  than  its 
share.  So  as  the  pipeline  developed, 
it  was  pretty  easy  for  me  to  decide  I 
was  going  to  stay  with  it  at  all  costs." 

Mapco  got  its  start  because  Thomas 
took  an  idea  somebody  else  had 
given  him  for  a  liquefied  petroleum 
gas  pipeline  running  along  railroad 
rights-of-way  from  Texas  to  Albany, 
N.Y.  The  pipeline  now  links  west 
Texas  with  the  big  gas-consuming 
markets  of  the  Midwest,  as  far  north 
as  Illinois,  Wisconsin  and  Minnesota. 
It  never  did  use  more  than  50  feet  of 
Katy  right-of-way,  however,  and  the 
railroad  sold  out  most  of  its  interest 
in  1964.  The  pipeline  was  so  success- 
ful that  it  was  able  to  finance  most 
of  Mapco's  subsequent  diversification 
and  expansion.  Over  the  past  five 
years,  for  example,  Mapco  spent  $322 
million  without  raising  a  cent  of  new 
equity.  It's  not  all  that  difficult,  Thomas 
concedes,  when  you  can  borrow  at 
8%  or  9%  and  reinvest  at  30%  and  35%. 

"If  our  shippers  had  treated  us 
properly  in  the  early  years,"  Thomas 
says,  "we  probably  would  never  have 
done  some  of  these  things."  Mapco's 
original  customers  used  the  pipeline 
in  the  winter  when  the  weather  held 
up  the  railroads,  and  then  shifted 
back  to  tank  cars  in  the  summer. 
So  Thomas  began  looking  for  new 
things  to  keep  the  pipeline  going  all 
year  round.  "This  is  how  wc  got  into 
oil  and  gas  production,"  he  says,  "into 
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As  you  invest  for 
the  future 


Look  to  t 
new 


indu 


JTP 


With  the  decline  in  oil  and 
natural  gas  reserves  the  im- 
portance of  electricity  will 
continue  to  grow. 

But  production  of  much  of  the 
nation's  electricity  is  depend- 
ent on  oil  and  natural  gas 
for  boiler  fuel. 

At  Toledo  Edison  we  make 
over  95%  of  our  electricity 
with  plentiful  coal.  By  year's 
end  we  will  add  economical 
nuclear  generation  to  our  sys- 
tem, the  first  on  a  large-scale 
basis  in  Ohio. 

Coal  and  nuclear,  the  answer 
to  America's  energy  dilemma, 
We're  one  of  the  few  electric 
utilities  in  the  nation  with  this 
combination  of  fuels  and  the 
equipment  in  place  to  use 
them. 


For  more  information,  get  our 
annual  report.  Write:  Office  of 
the  President.  Toledo  Edison, 
300  Madison  Avenue,  Toledo, 
Ohio  43652. 


TOLEDO 

EDISON 


anhydrous  ammonia,  fertilizer,  the 
propane  market— so  we  could  control 
the  throughput  of  the  line." 

But  what  really  put  Mapco  on  the 
map  is  the  decision  it  made  in  the 
mid-Sixties  to  move  into  coal.  "We 
felt  that  the  country  was  ultimately 
going  to  face  a  real  shortage  of 
BTUs,"  Thomas  says.  "I  also  felt. the 
price  differentials  between  coal,  gas 
and  oil  were  eventually  going  to  close 
up.  Coal  prices  were  going  to  come 
up,  gas  was  certainly  going  to  get 


. .  'If  we  had  people  in 
Congress  as  thoughtful  as 
people  in  industry/  Bob 
Thomas  says,  'we  wouldn't 
have  these  problems' . . ." 


above  oil."  Thomas  was  more  right 
than  he  expected:  "I  knew  those 
BTUs  were  going  to  be  worth  more, 
but  I  never  visualized  the  oil  embargo 
or  that  oil  prices  were  going  to  triple 
and  quadruple  in  a  matter  of  months. 

In  moving  into  coal,  Mapco  was 
either  uncommonly  lucky  or  uncom- 
monly astute.  It  got  into  the  business 
in  1971  by  acquiring  a  nonunion  mine 
in  western  Kentucky.  The  mine  had 
a  production-incentive  system  that 
showed  Mapco  the  way  to  achieving 
its  present  spectacular  productivity 
(Forbes,  June  1).  Mapco  produces 
24  tons  of  coal  per  man  shift,  vs.  14 
for  the  industry,  and  does  so  because 
its  incentive  program  boosts  produc- 
tion and  eliminates  the  absenteeism 
and  wildcat  strikes  that  afflict  most 
of  the  rest  of  the  industry.  Since  then 
Mapco  has  developed  several  more 
mines,  expanded  its  production  from 
1.1  million  tons  in  1971  to  a  prospec- 
tive 6  million  tons  this  year,  while  its 
coal  profits  could  easily  reach  $64  mil- 
lion before  taxes.  That  puts  Mapco 
near  the  bottom  of  the  dozen  largest 
independent  coal  producers  in  terms 
of  production  but  probably  among  the 
top  half-dozen  moneymakers  in  terms 
of  net  income. 

Thomas  has  two  new  mines  under 
development— one  has  just  started  pro- 
ducing low-sulfur  "compliance"  coal 
for  the  utility  market,  and  the  other 
— Mapco's  first  metallurgical  coal  mine 
—is  scheduled  to  begin  shipping 
700,000  tons  a  year  to  the  Japanese 
starting  in  1978. 

Characteristically,  Thomas  holds 
out  for  the  highest  possible  price  for 
all  his  coal:  At  a  time  when  utilities 
are  paying  87  cents  a  million  British 
thermal  units  of  coal,  Mapco  averages 
$1.10.  "Including  our  oil  and  gas, 
we've  got  between  10  quadrillion  and 


11  quadrillion  BTUs  in  the  ground," 
Thomas  says.  "On  that  basis  we've 
got  $10  billion  to  $12  billion  in  future 
sales.  Our  objective  is  to  produce  that 
on  a  20-to-25-year  reserve  life  index, 
which  means  our  annual  sales  volume 
in  coal,  oil  and  gas  will  have  to  rise 
fairly  soon  to  over  $550  million— 
roughly  triple  what  it  was  this  past 
year." 

Outside  of  coal,  Mapco's  oil  and 
gas  prospects  have  been  dimmed,  at 
least  temporarily,  by  its  heavy  in- 
volvement in  Indonesia  where  the 
government  has  taken  most  of  the 
profits  out  of  production,  but  the  pipe- 
line is  still  growing  briskly.  This  year 
Thomas  is  expanding  the  overall  ca- 
pacity of  the  propane  system,  and 
next  year  he's  extending  the  geo- 
graphical reach  of  the  ammonia  pipe- 
line. And  down  the  road  there's  an- 
other venture  that  could  have  con- 
siderable additional  potential— geo- 
thermal  energy.  Mapco  is  drilling 
wells  in  California's  Imperial  Valley 
in  a  venture  that  could  one  day  re- 
quire a  $50-million-to-$70-million  in- 
vestment—or could  equally  well  prove 
a  total  bust. 

This  year  Thomas  talks  about  top- 
ping the  half-billion-dollar  mark  in 
sales  for  the  first  time,  while  earnings 
gains  should  at  least  match  the  com- 
pany's 20%  long-term  average.  "The 
most  important  thing  about  Mapco," 
Thomas  says,  "is  our  per-share-eam- 
ings  discipline,  which  we  have  fol- 
lowed from  day  one."  Thomas  moti- 
vates Mapco's  management,  not  with 
stock  options,  but  in  the  same  way  he 
motivates  his  miners— with  profit-shar- 
ing. The  70  members  of  Mapco's  man- 
agement group  get  only  their  basic 


". . .  'I  didn't  mind  being 
called  a  profiteer  or  a  price 
gouger.  What  upset  me  was 
when  he  got  me  in  dutch 
with  my  stockholders' . . ." 


salaries  until  per-share  earnings  are 
up  around  10%.  Then  they  get  a  per- 
centage ranging  between  20%  and  35% 
of  any  additional  pretax  income,  sub- 
ject to  a  limit  set  by  the  board.  Map- 
co's management  has  never  failed  to 
earn  a  bonus,  and  within  the  past  six 
years  Thomas'  own  salary  has  gone 
from  $100,000  to  $245,000,  but  the 
stockholders  certainly  aren't  complain- 
ing. Their  stock,  which  sold  as  low  as 
3%  in  1970,  now  sells  in  the  mid-40s. 

"I'm  an  entrepreneur,  you  know," 
Bob  Thomas  says  with  a  smile.  In- 
vestors might  well  wish  that  there 
were  more  like  him  around.  ■ 
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The  Electric  Economy  requires 
four  vital  resources. 


Management  s  one. 


As  people  begin  to  depend  more  on 
electricity  than  on  gas  and  oil, 
they're  going  to  depend  more  and 
more  on  us. 

We're  responsible  for  the 
management  of  the  companies  in 
the  Southern  electric  system.  It's  our 
job  to  make  sure  we  have  the  other 
three  vital  resources. 

The  fuel,  the  technology,  and  the 
investors. 

America's  most  abundant  fossil 
fuel  is  our  chief  fuel.  Coal  produces 
more  than  80  percent  of  the  four 
operating  companies'  electricity. 
Our  nuclear  power  production  is 
growing,  too. 

Meanwhile,  we're  using  our 
technological  resources  to  pioneer 
in  the  development  of  solvent 


refining:  a  process  that  removes 
pollutants  from  coal  before  it's  burned. 

We're  introducing  ideas  like 
energy -efficient  home  building 
concepts,  which  could  mean 
savings  for  our  companies  and  for 
our  customers. 

What's  more,  our  decisions  affect 
the  most  important  resource  of  all  — 
The  Southern  Company's  over 
294,000  common  stockholders. 
Investment  dollars  like  theirs  help 
build  the  facilities  for  our  customers. 

The  Southern  Company: 
The  company  with  the  resources 
to  meet  the  demands  of  the 
Electric  Economy. 

The  Southern  Company 

RO.  Box  720071 

Atlanta,  Georgia  30346 


Capital. 


(F rom  left  to  right) 
Joseph  M.  Farley,  President, 
Alabama  Power  Company. 
Victor  J.  Daniel,  Jr. ,  President, 
Mississippi  Power  Company. 
Robert  W.  Scherer,  President, 
Georgia  Power  Company. 
Robert  F.  Ellis,  Jr. ,  President, 
Gulf  Power  Company. 
Alvin  W.  Vogtle,  Jr. ,  President, 
The  Southern  Company; 
Chairman  of  the  Board, 
Southern  Company  Services,  Inc. 


Southern  Company 

the  southern  electric  system 


Alabama  Power  Company 
Georgia  Power  Company 
Gulf  Power  Company 
Mississippi  Power  Company 
Southern  Company  Services,  Inc. 


Bounce-Back  Champ 


SAFECO  didn't  fall  as  far  as  the  average  casualty  company  in  the 
bad  years,  and  it  came  back  much  faster. 


Prim,  white-shirted  Gordon  H.  Swea- 
ny,  64,  runs  just  what  you'd  expect 
him  to  run:  a  prim,  white-shirted  in- 
surance company  (no  smoking  in  the 
office,  please).  What  you  might  not 
expect  is  that  Sweany's  SAFECO 
Corp.,  its  headquarters  unexpectedly 
overlooking  the  University  of  Wash- 
ington's tree-shrouded  campus  in 
North  Seattle,  is  one  of  the  U.S.'  best- 
run,  most  profitable,  most  innovative 
property  and  casualty  companies. 

SAFECO  is  not  huge:  Its  proper- 
ty and  casualty  premiums  of  $559  mil- 
lion last  year— some  75%  of  total  rev- 
enues—ranked it  27th  among  all  com- 
panies in  an  industry  whose  leader, 
State  Farm,  pulled  in  premiums  of 
over  $4  billion.  But  in  a  field  where 
companies  commonly  lose  money  on 
their  insurance  business  and  hope 
to  make  it  up  on  their  investments, 
SAFECO  has  shown  an  underwriting 
profit  in  all  but  two  of  the  last  20 
years  and  has  outperformed  the  av- 
erage stock  company  in  all  but  one 
of  those  20. 

The  contrast  certainly  was  stark 
last  year.  Though  26  of  the  top  33 
property  and  casualty  companies,  both 
mutual  and  stock,  showed  underwrit- 
ing losses,  SAFECO  reported  pretax 
underwriting  gains  of  $31  million. 

How  did  SAFECO  get  that  way? 
Partly  by  being  out  in  the  insurance 
backwoods  of  Seattle,  where  it  was 
founded  in  1923  with  the  novel  idea 
of  writing  insurance  so  carefully  that 
it  could  reduce  premiums  to  policy- 
holders and  make  money  for  stock- 
holders at  the  same  time.  It  has 
maintained,  even  cultivated,  that  sense 
of  difference  ever  since.  "You  really 
can't  have  different  results  than  the 
other  companies,"  says  Chairman 
Sweany,  "if  you  do  the  same  things 
that  they  do." 

For  example,  back  in  the  Fifties, 
SAFECO  was  concerned  about  the  in- 
roads of  Allstate  (see  p.  29),  State 
Farm  and  the  other  "direct  writers" 
of  auto  insurance  with  their  captive 
agency  staffs.  SAFECO's  response 
was  to  stick  with  independent  agents 
but  to  cut  their  commissions  from  25% 
to  15%— and  also  to  relieve  the  agents 
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of  the  costly  and  onerous  task  of  bill- 
ing and  collecting  premiums.  This 
mightily  alarmed  the  agents'  associa- 
tions, which  feared  both  the  loss  of 
commission  and  the  direct  company 
contact  with  the  policyholder. 

It  soon  became  apparent,  however, 
that  the  agent  gained  at  least  as  much 
in  expenses  as  he  lost  in  commissions. 
"It's  been  very  satisfying  that  in  the 
last  ten  years  virtually  every  [casual- 
ty] company  has  gone  to  what  they 
call  a  'SAFECO-type  operation,'  "  says 
Sweany  with  a  glint  of  triumph  be- 
hind his  steel-rimmed  spectacles. 
"If  we  had  been  in  Hartford  or  New 
York  we  would  probably  have  been 
told  over  the  coffee  cups  that  it  just 
wouldn't  work." 

Was  SAFECO  exempt  in  the  great 
crunch  of  1974-75?  Not  at  all.  Its 
property/casualty  underwriting  costs 
exceeded  premiums  by  8.6%,  or  $35.1 
million,  in  1974,  vs.  a  5.6%  shortfall 
for  the  average  stock  company;  the 
story  in  1975  was  similar.  What  did 
set  SAFECO  apart  were  the  speed  and 
vigor  with  which  it  sought  the  need- 
ed rate  increases,  especially  in  the  per- 


sonal auto  lines  that  make  up  43%  of 
its  property/ casualty  business.  "We 
moved  more  aggressively  than  most 
companies,  to  the  point  of  costing  us 
some  market  share,"  says  Sweany  con- 
tentedly. "The  key  point  is  having  the 
will  to  go  ahead  and  do  it." 

Here  again  the  independence  fac- 
tor was  an  essential  element.  On  auto, 
home  owner  and  many  other  insur- 
ance lines,  state  insurance  commis- 
sions must  approve  premium  increases, 
either  in  advance  or  soon  after  the 
fact.  Data  to  support  rate  increases 
are  commonly  gathered  by  so-called 
insurance  bureaus.  That  takes  time. 
So  does  the  decision  by  each  company 
to  go  along  with  the  rates  in  the 
bureau  filing  or  to  ask  for  a  variance 
(called  a  "deviation"). 

SAFECO  has  never  joined  a  bu- 
reau, believing  that  it  could  act  fast- 
er on  its  own.  That  speed  of  reaction, 
plus  the  fact  that  its  auto  policies  are 
renewed  on  a  six-month  basis  (another 
unusual  SAFECO  practice)  was  be- 
hind SAFECO's  remarkable  recovery 
in  1976:  It  led  the  top  33  property/ 
casualty  companies  with  a  combined 


Insurance  First:  Though  President  Roland  Trafton  (left)  is  in  charge  of  SAFE- 
CO's diversifications,  he  agrees  firmly  with  Chairman  Cordon  Sweany  that  the 
No.  One  goal  is  to  make  money  in  the  company's  No.  One  business,  insurance. 


The  typewriter  that  talks 


Any  A.B.Dick  Magna  I™ 
electronic  typewriter— 
including  yours  — can  be 
taught  to  talk  to  computers 
or  other  word  processing 
equipment. 

With  the  A.  B.  Dick  talking  typewriter, 
conversational  possibilities  are  almost 
endless.  We  talk  with  computers, 
Magna  Is,  or  other  communicating 
word  processors,  over  voice  grade, 
switched  telephone  lines  or  the  TWX 
network. 


Use  your  own  phone. 

Or  any  business  phone.  And  because 
text  and  data  can  be  prerecorded  on 
magnetic  cards,  transmitted  com- 
munications are  faster,  more  error-free. 

Responds  automatically, 
day  or  night. 

Unattended  answering  is  available  for 
both  telephone  and  TWX  communi- 
cations. 

Adapts  in  15  minutes. 

We  simply  plug  in  a  printed  circuit 
board,  two  read-only  memory  chips 
and  an  RS-232-C-compatible  inter- 
face cable.  (You  supply  the  modem 


of  your  choice.)  And  that's  it.  Your 
Magna  I  is  ready  to  talk.  At  10,  15,  or 
30  characters  per  second. 
Want  to  start  a  conversation 
rolling? 

For  more  information  on  the  Magna  I 
talking  typewriter,  call  or  Write  A.  B. 
Dick  Company,  5700  West  Touhy 
Avenue,  Chicago,  Illinois  60648, 
(312)  763-1900. 


ABDICK 


Lambeth  Bridge/London 


The  Funders 


.Our  London-based  merchant  bank,  Manufacturers  Hanover  Limited, 
as  managed  or  co-managed  over  $27  billion  in  syndicated  bank  loans 
nd  public  issues  to  governments,  government  agencies  and  multi- 
ational  companies  around  the  world.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  sourccWorldwide. 


II  youte  responiinie  rar 

a  planeload  of  people  euerv  26  second 
you  need  all  the  help  you  can  get 


With  a  Sperry  Univac  ARTS  III  system, 
radar  not  only  shows  each  plane's  position 
but  altitude,airspeed  and  airline, 

Tb  an  air  traffic  controller,  conven- 
tional radar  says  only  "here's  a  plane" 
—nothing  more.  Tb  bring  a  plane  in 
safely  he  has  to  radio  the  pilot  of  each 
plane  for  altitude  and  airspeed,  re- 
member every  change,  remember 
which  blip  is  which  plane— while  every 
26  seconds  another  plane  appears  on 
the  scope. 

The  FAA  chose  Sperry  Univac  to 
make  the  job  easier.  The  result  is  the 
Univac  ARTS  III  computer  system. 
ARTS  III  uses  the  radar  signal  to  trig- 
ger a  transponder  in  the  approaching 


plane.  The  transponder  signals  the  ARTS  III  wit| 
necessary  facts,  as  shown  in  this  display  for  Unitei 
Lines  flight  171,  altitude  9700,  speed  280. 
Already  working  at  61  airports,  Sperry  Unit 
ARTS  III  is  giving  air  traffic  co] 
lers  more  time  to  concentrate  oi 
ting  the  planes  in  safely. 

Another  demonstration  of  th< 
idea  at  Sperry  Rand  Corporation: 
ing  machines  do  more,  so  man  ca 
more.  It's  the  common  purpose 
makes  Sperry,  Sperry  Flight  Sysi 
Sperry  Univac,  Sperry  Reminj 
Sperry  New  Holland  and  Spi 
Vickers  add  up  to  Sperry  Rand  C 
ration.  For  more  information,  wrii 
Sperry  Rand  Corporation,  1290  A\ 
the  Americas,  New  York,  N.Y.  100! 


SPERRY  RAND  CORPORATION 

mmm  dmhires  do  monE,so  man  cnn  do  idore. 
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loss-expense  ratio  of  only  93.6%  of  to- 
tal premiums,  a  full  three  percentage 
points  ahead  of  runnerup  State  Farm. 

Meanwhile,  SAFECO's  life  insur- 
ance operation  ($7  billion  in  policies 
outstanding)  continued  to  grow  and 
prosper,  providing  some  11%  of  oper- 
ating income.  So  did  nearly  all  its  di- 
versifications, from  real  estate,  where 
it  owns  and  operates  seven  major  shop- 
ping centers,  to  its  SAFECOM  com- 
puter service  subsidiary,  which  does 
the  billing  and  bookkeeping  for  over 
3,000  independent  insurance  agencies 
(less  than  half  of  them  SAFECO  rep- 
resentatives) and  is  now  spreading 
into  other  small-business  areas.  In  fact, 
the  only  (small)  moneyloser  in  the 
stable  last  year  was  a  $60-million 
(assets)  mutual  fund  operation  which 
is  used  to  support  the  life  insurance 


company's  pension  business. 

SAFECO's  refusal  to  follow  the 
crowd  stood  it  in  good  stead  during 
the  stock  market  crash  of  1974.  Not 
that  it  was  exempt  from  that  either. 
But  where  a  good  many  insurance 
companies  had  to  sell  heavily  at  the 
bottom  to  protect  their  reserve  posi- 
tions in  case  of  a  further  drop  in  the 
market,  SAFECO  was  able  to  ride  out 
the  crash  because  it  had  more  ade- 
quate reserves  than  most. 

This  bit  of  good  fortune  did  not 
persuade  Sweany  or  newly  named 
President  Roland  M.  Trafton  that  they 
were  stock  market  geniuses.  In  fact, 
they  are  putting  virtually  all  new  in- 
vestment funds  into  fixed-income  se- 
curities, especially  tax-exempts.  These 
are  conservative  men,  unwilling  to 
forgo  today's  high  bond  yields  for 


speculative   stock  market  prospects. 

There's  little  chance  that  SAFECO 
will  be  able  to  ring  up  the  same  kind 
of  gain  this  year  that  it  did  in  1976. 
Even  though  1977's  first  quarter 
shows  a  126%  earnings  jump  to  $1.81; 
the  quarterly  comparisons  from  here 
on  will  be  against  sharply  improving 
figures  last  year.  Rather,  this  will  be 
a  share-of-market  expansion  year  for 
SAFECO,  with  the  advantage  of  hav- 
ing viable  rates  already  in  place  at  a 
time  when  the  competition  will  just 
be  imposing  its  rate  boosts.  So  total 
SAFECO  premiums  are  likely  to  grow 
faster  than  profitability. 

Even  as  cautious  a  man  as  Sweany 
will  grant  that  the  outlook  is  for  a 
"generally  profitable  operation"— 
though  characteristically  he  is  quick 
to  add,  "if  the  water  don't  rise."  ■ 


The  Travels  Of  Ann  Page 


What's  a  nice  girl  like  that  doing 
in  the  Middle  East?  Plenty,  it  seems. 


You  are  in  a  grocery  store  in  Riyadh, 
Saudi  Arabia.  As  you  scan  the  shelves, 
you  notice  Ann  Page  Ketchup  among 
the  Heinz  and  Del  Monte  brands. 
You're  surprised,  of  course,  because 
you  thought  Ann  Page  was  the  ex- 
clusive private  label  of  the  Great  At- 
lantic &  Pacific  Tea  Co.  You  forget  it 
until,  back  in  the  States,  you  spot  an- 
other A&P  private  label— Eight 
O'clock  coffee— in  a  7-Eleven  store. 

What's  A&P  up  to?  Answer:  With 
by  far  the  largest  manufacturing  op- 
eration of  any  U.S.  food  retailer,  A&P 
is  actively  pushing  its  own  food  prod- 
ucts into  outside  hands— including  ex- 
porters. Says  A&P  Executive  Vice 
President  Allan  Feder,  45,  an  ex- 
Squibb  man  brought  in  by  A&P  boss 
Jonathan  Scott  to  run  manufacturing: 
"Throughout  the  Middle  East,  Ann 
Page  is  a  national  brand." 

The  private-label  items  are  distrib- 
uted by  A&P  subsidiary  Compass 
Foods.  For  export,  Compass  sells  A&P 
products  under  A&P's  own  labels;  do- 
mestically, it  puts  on  the  customer's 
private  label— except  for  Eight 
O'clock  coffee,  which  it  sells  in  the 
Southwest  where  A&P  has  no  stores. 

Compass  has  only  recently  gone  to 
market  aggressively,  but  it  is  already 
paying  off.  Says  Feder:  "Their  big- 
gest problem  currendy  is  to  keep  up 
administratively  with  their  own 
growth.  It's  the  wonderful  problem 
of  a  successful  business— we  need  lots 
more  of  them  around  here." 

That's  for  sure.  A&P  has  had  plenty 
of  the  not-so-wonderful  kinds  of  prob- 
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lems  in  recent  years,  losing  $157  mil- 
lion in  1974,  and  earning  a  mere  $24 
million  on  $7.2  billion  in  sales  in  the 
year  ended  last  Feb.  26. 

Compass  is  designed  to  help  with 
one  of  the  major  contributing  factors 
to  A&P's  difficulties:  an  excessive  em- 
phasis on  private  label  in  its  own 
stores,  because  of  the  chance  to  make 
a  profit  at  both  the  manufacturing 
and  retail  levels.  Says  Feder,  "I  think 
at  one  time  A&P  got  into  a  situation 
where  we  decided  we  were  a  manu- 
facturing company  instead  of  a  com- 
pany serving  the  consumer.  We  were 
giving  the  customer  what  we  wanted 


Feder  Of  A&P:  He  loves  Ann  Page 
so  much  that  he  wants  to  share 
her  with  almost  everyone. 


/  Ir 


to  make  a  profit  on  rather  than  what 
she  wanted  to  buy." 

One  of  the  major  thrusts  of  A&P  s 
new  strategy  is  to  emphasize  national 
brands,  giving  consumers  a  bigger 
choice  in  A&P  stores.  That's  where 
Compass  comes  in.  With  over  1,500 
A&P  units  (nearly  40%  of  the  total) 
closed  in  the  past  three  years,  and 
with  the  brand-name  items  shoulder- 
ing their  way  onto  the  shelves,  A&P 
finds  itself  with  a  considerable  un- 
used manufacturing  capacity.  Com- 
pass helps  take  up  that  slack. 

Compass  also  helps  take  the  pres- 
sure off  Feder  to  push  every  can  and 
jar  he  makes  into  reluctant  A&P 
stores.  Unlike  the  bad  old  days,  A&P 
now  gives  its  local  retail  managers 
a  great  deal  of  autonomy  in  decid- 
ing what  private-label  items  they  will 
carry.  "I  sell  the  25  A&P  retail  di- 
visions the  same  way  General  Foods 
does,"  says  Feder.  "My  salesmen  are 
out  there  calling  on  the  divisions,  at- 
tempting to  convince  them  that  our 
program  is  good  for  them." 

To  be  sure,  admits  Feder,  "I  have 
certain  internal  advantages.  If  we  feel 
strongly  enough  about  it,  I  can  prob- 
ably persuade  management  to  put  a 
product  out  there  for  90  days  and 
measure  the  results.  It's  pretty  tough 
for  General  Foods  to  get  that  done." 

But  the  point,  Feder  adds,  is  this: 
A&P  merchandisers  will  be  respond- 
ing to  the  local  market,  not  rigid  or- 
ders from  corporate  headquarters. 
That's  a  healthy  switch  for  the  "old 
gray  lady"  of  the  grocery  business.  ■ 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


May  26,  1977 


3,500,000  Shares 


CORPORATION 


$1.44  Cumulative  Preferred  Stock 

($1  Par  Value) 


Price  $15  Per  Share 

plus  accrued  dividends,  if  any,  from  date  of  issue 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  secxirities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Bache  Halsey  Stuart  Inc.       The  First  Boston  Corporation       Drexel  Burnham  Lambert 

Incorporated 


Goldman,  Sachs  &  Co. 

E.  E  Hutton  &  Company  Inc. 


Hornblower,  Weeks,  Noyes  &  Trask 

Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 


Lehman  Brothers 

Incorporated 


Loeb  Rhoades  &  Co.  Inc.     Merrill  Lynch,  Pierce,  Fenner  &  Smith     Reynolds  Securities  Inc. 

Incorporated 


Salomon  Brothers 
Dean  Witter  &  Co. 

Incorporated 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


White,  Weld  &  Co. 

Incorporated 


Shearson  Hayden  Stone  Inc. 


Warburg  Paribas  Becker  Inc. 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  June  3, 1977 


$150,000,000 


jggj  Beneficial 


8.30%  Debentures  due  June  1, 2003 


Price  100% 

plus  accrued  interest,  if  any,  from  June  9, 1977 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

The  First  Boston  Corporation       Merrill  Lynch,  Pierce,  Fenner  &  Smith       Salomon  Brothers 

Incorporated 

Bache  Halsey  Stuart  Inc.  Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Drexel  Burnham  Lambert     Hornblower,  Weeks,  Noyes  &  Trask     E.  F  Hutton  &  Company  Inc. 

Incorporated  Incorporated 

Kidder,  Peabody  &  Co.         Kuhn  Loeb  &  Co.         Lazard  Freres  &  Co.         Lehman  Brothers 

Incorporated  Incorporated  Incorporated 

Loeb  Rhoades  &  Co.  Inc.  Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.       Warburg  Paribas  Becker  Inc.        Wertheim  &  Co.,  Inc. 

Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co.  Shearson  Hay  den  Stone  Inc. 

Incorporated  Incorporated 


Double  Jeopardy  

When  Ashland  Oil  wanted  to  acquire 

Commonwealth  Oil  back  in  1975, 

it  lost  out  to  Bob  West's  Tesoro  Petroleum. 

Now  Tesoro  wants  out — and  Ashland  still  wants  in. 


By  ESTHER  DYSON 

Last  month,  Orin  E.  Atkins,  chair- 
man of  Ashland  Oil,  Inc.,  sent  his  di- 
rectors a  confidential  memo: 

"I  am  enclosing  a  copy  of  Com- 
monwealth's [Oil  Refining]  most  re- 
cent annual  report,  which  will  be  of 
interest  to  you  more  [for]  the  pic- 
tures of  the  facilities  than  for  the  ac- 
tual financial  and  other  information  it 
contains." 

Small  wonder  he  put  it  that  way. 
Orin  Atkins  wants  to  acquire  Com- 
monwealth. He  almost  did  two  years 
ago;  now  he  has  another  chance,  at 
half  the  price.  The  "facilities"  he 
speaks  of  are  Commonwealth's  oil  re- 
fining and  petrochemical  plants  in 
Puerto  Rico— built  over  a  20-year  pe- 
riod for  $390  million,  depreciated  to 
$306  million  on  the  books,  but  worth 
in  replacement-cost  value  up  to  $1 
billion. 

But  the  "financial  and  other  infor- 
mation" gives  little  idea  of  the  true 
situation.  Atkins'  move  may  be  bril- 
liant; then  again,  it  may  not. 

At  this  point,  it  seems  a  good  bet 
that  Ashland  will  go  ahead  and  ac- 
quire Commonwealth— with  its  $400 
million  in  liabilities,  its  tangle  of 
lawsuits  and  renegotiated  contracts,  its 
fragile  position  in  the  oil  business, 
its  uncertain  relationships  with  the 
U.S.  and  Puerto  Rican  governments, 
whose  sympathies  must  be  counted  on 
for  any  long-range  solution  to  its  prob- 
lems but  which  at  this  point  are  not 
being  overly  sympathetic.  At  least  a 
dozen  buyers  have  passed  up  this  Ca- 
ribbean hothouse  flower,  which  al- 
most became  the  third-largest  corpo- 
rate bankruptcy  in  history  this  spring 
when  Gulf  Oil  sued  for  $9  million  it 
was  owed.  And  Dr.  Robert  V.  West, 
whose  Tesoro  Petroleum  acquired  37% 
of  Commonwealth  in  1975— beating 
out  Ashland— now  wishes  he  hadn't. 

But  Atkins  and  Ashland  still  want 
Commonwealth.  Why? 

Atkins  thinks  that  the  terms  under 
which  Ashland  would  agree  to  come 
in  will  avoid  the  disaster  Common- 


wealth has  been  for  Tesoro.  In  addi- 
tion, Atkins'  company  knows  Com- 
monwealth's business  (as  Tesoro  did 
not)  and  has  been  uncommonly  suc- 
cessful at  it.  Crude-short  Ashland  has 
for  years  managed  to  make  a  healthy 
profit  on  refining  and  marketing,  tra- 
ditionally the  least  profitable  end  of 
the  oil  business.  Last  year,  it  earned 
$136  million  (19%  on  equity)  and  had 
overall  cash  flow  of  $278  million  on 
revenues  of  $4.3  billion.  Certainly,  if 
anyone  at  all  can  rescue  Common- 
wealth, Ashland  can. 

In  fact,  although  a  final  commit- 
ment won't  be  made  until  next 
fall,  the  rescue  operation  has  already 
begun.  In  return  for  a  six-month  agree- 
ment to  finance  Commonwealth's  crude 
oil  inventories  and  save  it  from  im- 
mediate disaster,  Ashland  has  a  120- 
day  option  to  buy  from  it  $50  million 
worth  of  cumulative  preferred  stock, 
convertible  at  $3  a  share  into  49%  of 
the  common,  fully  diluted.  If  this  goes 
through,  Ashland  would  also  have  a 
five-year  option  to  buy  out  Tesoro's 
5.5  million  shares  (21%  fully  diluted) 
for  between  $5  and  $11  a  share.  To- 
tal cost  for  70%  of  the  company:  as 
little  as  $77.5  million. 

Nothing  is  more  tempting— or  blind- 
ing—to a  businessman  than  cheap 
assets.  But  Commonwealth's  are 
steeped  in  years  of  disasters  and  bail- 
outs. The  company  was  founded  in 
1953  in  Puerto  Rico  (although  it  was 
run  from  New  York)  to  take  advan- 
tage of  peculiarities  that  looked  like 
natural,  permanent  forces  at  the  time: 
access  to  cheap  foreign  oil  through 
special  import  quotas  while  the  main- 
land had  import  restrictions  and  ex- 
pensive domestic  oil;  and  the  Puerto 
Rican  government's  Operation  Boot- 
strap, which  encouraged  investment 
with  tax  exemptions  and  the  like. 

All  through  the  1960s,  things  went 
smoothly.  Almost  tax-free,  earnings 
rose  from  $7  million  in  1960  to  $21 
million  in  1969;  revenues  from  $77 
million  to  $205  million.  In  1967  the 
stock  rose  to  a  high  of  29%.  With 
encouragement  from  the  government 


Ashland's  Atkins:  Where  others  see 
only  problems,  he  sees  assets,  too. 

the  company  expanded,  investing 
$300  million  in  refinery  expansion  and 
new  petrochemical  plants  with  such 
50%  partners  as  PPG  Industries,  Inc., 
W.R.  Grace  and  Hercules,  Inc.  In  re- 
turn, Commonwealth  got  increased  im- 
port quotas  and  tax  benefits.  A  sweet 
deal.  So  sweet  that  Commonwealth 
locked  itself  in  with  a  number  of  long- 
term  fixed-price  contracts  with  the 
Puerto  Rican  government  utilities,  with 
its  joint-venture  partners  and  with  its 
suppliers. 

When  the  Arabs  changed  the  rules 
of  the  oil  game  in  1973,  the  cheap  for- 
eign oil  on  which  Commonwealth  was 
totally  dependent  disappeared. 

Commonwealth  filed  with  the  U.S. 
Federal  Energy  Office  (now  the  Fed- 
eral Energy  Administration )  for  ad- 
ditional entitlements  to  offset  the  in- 
creased cost  of  foreign  oil  and  naph- 
tha. It-  tried  to  renegotiate  its  con- 
tracts. It  tried  to  get  out  of  its  tanker 
charters.  It  had  some  success,  but  not 
enough.  And  it  could  do  nothing 
about  the  money  already  spent  on  ex- 
pansion. By  1975  the  stock  was  down 
to  $5  a  share,  39%  of  book  value. 

That  looked  like  a  bargain  to  Bob 
West,  chairman  and  founder  of  Te- 
soro, a  building  block  oil  company 
that  didn't  yet  have  a  refining  block. 
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tow  coastal  America  gets  some 
>f  its  raw  energy  with  help  from  an 
ndustrial  products  company 
ike  Colt  Industries. 


Have  a  Nice  Day  With  Tenneco 


It's  almost  a  certainty  that  you'll  use  many  of 
Tenneco's  products  in  the  course  of  a  day. 
Starting  even  before  you  get  out  of  the 
house  in  the  morning. 
7:45am— Take  a  little  thing  like  the  carton 
your  breakfast  cereal  comes  in.  Our  Packag- 
ing Corporation  of  America  makes  cartons 
and  containers  for  almost  every  type  of  prod- 
uct made  in  America. 

8:15am— Do  you  drive  to  work?  Your  car  may 
be  the  one  in  every  three  that's  equipped 
with  exhaust  system  components  from  our 
Walker  Manufacturing.  Even  if  it  isn't,  your 
world  is  cleaner  and  quieter  because  Walker 
parts  are  on  so  many  other  cars. 
10:00am— While  you're  taking  a  coffee  break, 
Tenneco  stays  on  the  job.  Depending  upon 
your  location,  the  natural  gas  keeping  the 
coffee  pot  hot  may  have  traveled  across  half 
the  country  through  Tenneco's  system  of 
natural  gas  pipelines. 

2:00pm— Those  raisins  your  child  has  for  an 
afternoon  snack  may  come  from  Tenneco 
West.  Tenneco  West  also  markets  Sun  Giant"1 
fruit,  vegetables,  almonds  and  dates.  It's  all 
premium  quality. 

5:30pm— If  you  mow  your  lawn  the  easy  way, 
you  could  be  doing  it  with  a  garden  tractor 


from  J I  Case.  We  got  our  experience  making 
the  big  ones  for  farmers.  Case  also  manu- 
factures a  complete  line  of  construction 
equipment. 

8:00pm— Your  wife  and  you  enjoy  dinner 
out?  You're  probably  paying  for  it  with  a 
credit  card  made  from  plastic  produced  by 
Tenneco  Chemicals.  Our  vinyl  goes  into 
hundreds  of  consumer  products. 
1 1 :1  5pm— If  you  live  along  the  Atlantic  sea- 
board, Tenneco  may  have  been  working  for 
you  all  day  long:  through  distributors  we're  a 
supplier  of  home  heating  oil.  We  get  most  of 
our  oil  from  wells  in  the  U.S.,  on  and  off- 
shore. Tenneco  has  drilled,  is  drilling,  will 
drill;  but  even  so,  please  turn  your  thermo- 
stat down. 

midnight— You've  had  a  long  day  and  now 
you're  in  the  middle  of  a  dream  about  a 
cruise  in  the  tropics.  Dream  on:  our  Newport 
News  Shipbuilding,  among  other  things,  re- 
pairs and  overhauls  cruise  ships,  up  to 
Queen  Elizabeth  II. 

Well,  it's  certainly  been  a  pleasant  day  See 
you  tomorrow. 

For  more  information  about  the  Company 
you  spend  so  much  time  with,  write  to  Dept. 
X-1,  Tenneco  Inc.,  Houston,  Texas  77001 . 


Tenneco 


In  June  1975  he  acquired  control  with 
an  $82-million  tender  offer  for  37%  of 
the  company's  stock  at  $14.25  a  share, 
edging  out  Ashland  and  Charter  Co. 

West  promptly  replaced  President 
Norman  C.  Keith  with  Tesoro  Presi- 
dent James  C.  Phelps,  54,  a  large, 
florid  Oklahoman  ("after  West  buys 
'em,"  goes  the  saying  in  Texas,  "Phelps 
runs  em"),  and  in  1976  moved  the 
headquarters  to  Tesoro's  home  base 
in  San  Antonio.  Phelps  failed  to  gain 
the  confidence  of  the  management 
over  which  he  was  imposed.  "Keith 
may  have  been  a  dictator,  but  at  least 
he  talked  with  us,"  says  one  of  the 
many  managers  who  have  since  left. 

Tesoro,  which  had  bought  into 
Commonwealth  with  borrowed  money, 
had  not  planned  on  putting  more  cap- 
ital into  it.  "But  right  after  we  bought 
the  stock,"  says  a  Tesoro  officer, 
"Commonwealth's  banks  came  to  us 
and  said,  'We  want  to  be  paid.'  "  Ulti- 
mately, Tesoro  lent  Commonwealth 
$64  million. 

West  also  thought  that  oil  prices 
would  steady  and  that  Common- 
wealth's contracts  had  been  sufficient- 
ly renegotiated.  But  he  was  wrong. 
Result:  Commonwealth  lost  $19  mil- 
lion in  the  second  half  of  1974,  $24 
million  in  1975,  $32  million  in  1976 
and  $6  million  in  this  year's  first  quar- 
ter, despite  an  estimated  $267  million 
in  entitlement  benefits  since  Novem- 
ber 1974. 

Last  January,  West  threw  in  the 
towel  and  started  looking  around  for 
someone  to  buy  out  Tesoro.  He  found 
a  taker  in  Atkins,  a  white-haired, 
black-browed  West  Virginian,  who 
thinks  he  can  avoid  Tesoro's  mistakes. 

First  off,  Atkins  has  great  confi- 
dence in  Commonwealth's  current 
president,  Gary  W.  Davis,  45,  whom 
West  installed  last  summer  when  it 
became  apparent  that  Phelps's  talents 
were  needed  back  home  (even  apart 
from  Commonwealth,  Tesoro's  earn- 
ings were  dropping).  In  contrast  to 
Phelps,  Davis  had  already  spent  a 
good  deal  of  time  in  the  petrochemi- 
cal business  and  in  Puerto  Rico, 
where  he  ran  Phillips  Petroleum's  pe- 
trochemical plant. 

Commonwealth  also  now  has  a  12- 
year  agreement  with  its  banks  (led 
by  Citibank)  that  effectively  defers 
any  interest  payments  until  next  June, 
with  payments  on  the  principal  not 
to  start  until  June  1980.  The  banks, 
of  course,  are  delighted  to  have  Ash- 
land around— it  has  deeper  pockets 
than  Tesoro. 

Davis  says  that  the  $50  million 
Ashland  would  pay  in  September  for 
the  preferred  would  be  adequate  for 
working  capital  and  for  some  small 
semi-capital  expenditures  such  as  re- 
placing filters  and  valves.  As  for  the 


thicket  of  debts,  lawsuits  and  con- 
tract renegotiations,  they  will  have 
to  be  settled  on  Ashland's  terms— or 
else  Ashland  won't  come  in.  Davis 
says  cheerfully: 

"If  Commonwealth  went  into 
Chapter  11  of  the  bankruptcy  laws, 
these  unsecured  creditors'  claims  and 
these  contracts  would  probably  go  out 
the  window."  He  laughs.  "I  just  tell 
them  what  the  facts  are  and  they  can 
take  their  choice.  Ashland's  presence 
would  give  the  customers  a  stability 
of  product  supply  from  Common- 


that  ate  The  Oil  Industry 


Another  View:  This  cartoon  circulates 
among  Commonwealth  employees. 


wealth  that  they  just  never  had  before." 

Just  about  everybody  involved 
wants  to  see  Ashland  come  in  and 
probably  will  make  some  concessions 
to  insure  it:  The  Puerto  Rican  gov- 
ernment, which  wants  the  industry; 
the  U.S.  government,  which  doesn't 
want  to  have  to  bail  out  Common- 
wealth itself;  the  banks;  the  suppliers 
and  customers;  and  certainly  Tesoro. 

But  for  Ashland,  the  Common- 
wealth deal  is  no  sure  thing.  There 
are,  among  other  problems,  those  bar- 
gain-rate "facilities."  Davis  would  like 
to  replace  the  Puerto  Rican  refinery's 
two  antiquated  catalytic  crackers,  at 
$45  million,  and  redesign  an  ethylene 
plant  for  another  $45  million.  More 
such  expenditures  may  be  needed; 
people  who  have  worked  for  the  com- 
pany caution  there's  an  awful  lot  of 
deferred  maintenance.  "It's  the  first 
thing  you  cut  back  on  when  you're 
short  of  cash,"  says  one. 

Some  of  those  contracts  also  may 
not  be  settled  as  favorably  as  Atkins 
hopes— even  with  the  bankruptcy 
threat.  The  biggest  holdout  now,  for 
example,  is  PPG  Industries,  which 
Commonwealth  is  now  suing  for  $400 
million.  Says  Davis:  "It's  really  just  a 
matter  of  getting  their  attention— we 


haven't   stopped   talking   to  them." 

Still  under  negotiation  is  the  $2- 
a-barrel  tariff  Puerto  Rico  imposes  on 
oil  imports  consumed  on  the  island, 
though  a  corresponding  mainland  tar- 
iff was  lifted  in  December  1975. 

But  the  toughest  customer  of  all 
may  be  the  U.S.  government.  In  an' 
April  FEA  decision,  Commonwealth 
received  $4  million  in  retroactive  aid 
plus  aid  worth  an  additional  $800,000 
a  month.  But  it  has  filed  for  more. 
Says  Davis:  "We  think  we  have  a  con- 
tractual right  to  have  an  advantage 
because  they  got  Commonwealth  to 
invest  in  Puerto  Rico  on  the  premise 
that  they'd  compensate  for  the  dis- 
advantages of  operating  there." 

Gorman  Smith,  the  FEA's  tough 
acting  deputy  administrator,  demurs: 
"You  have  to  ask  whether  the  com- 
pany's hardship  was  actually  caused 
by  our  regulations.  If  not,  you  say, 
'Hey,  wait,  baby.  We  have  no  au- 
thority to  grant  extra  relief  just  be- 
cause a  company  happens  to  be  go- 
ing broke.'  That's  a  point  that  many 
firms  experiencing  hardships  fail  to 
grasp.  The  issue  of  implied  contracts 
with  the  government  [is]  what  the 
courts  are  for." 

Isn't  that  a  little  hardhearted? 
Says  Smith:  "Not  when  you  consider 
that  any  relief  we  give  Common- 
wealth comes  out  of  somebody  else's 
pocket.  We  don't  have  any  pot  of 
federal  money  to  hand  out."  He  adds 
ominously:  "Commonwealth  could  ob- 
viously qualify  for  relief  easier  than 
Ashland  and  Commonwealth  put  to- 
gether could,  because  of  Ashland's  ad- 
ditional assets." 

The  truth  of  it  is  that  Common- 
wealth has  been  able  to  flourish  only 
under  special  conditions  created  by 
government  policies.  Withdraw  these, 
and  the  thing  withers.  This  is  the  real 
problem  with  Commonwealth— one 
that  Atkins  may  be  unable  to  cure. 

He  doesn't  agree.  "We're  always 
acting  on  this  kind  of  uncertainty,"  he 
says,  "every  time  we  count  on  the 
investment  tax  credit,  every  time  we 
account  for  our  expenses  in  a  certain 
way.  It's  no  more  risky  than  drilling 
a  hole  in  the  North  Sea." 

A  Forbes  reporter  recently  asked 
West:  "Wasn't  it  difficult  to  decide  to 
get  out  of  Commonwealth  after  you'd 
put  so  much  time  and  effort  into  it?" 

West  looked  at  his  financial  vice 
president  and  chuckled  softly. 

"That's  a  loaded  question,"  he  said 
finally.  "I  can't  answer  it." 

Bob  West  knows  the  answer,  of 
course— he  spent  nearly  $150  million 
to  find  out.  But  don't  expect  him  to 
tell  Grin  Atkins.  The  answer  is  that 
there  is  something  worse  than  a  diy 
hole  in  the  North  Sea— quicksand  in 
Puerto  Rico.  ■ 
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Johnson  Controls 
makes  buildings  earn  more- 
even  those  over  40. 


We  specialize  in  automated  building  controls.  We  do  the  whole  job- 
sign,  installation,  service-with  our  own  people.  Results?  See  below. 


Art  Museum  computer 
saves  $60,750  in  city  building 
one  mile  away. 

The  JC/80  system  in  the  50-year-old 
Philadelphia  Museum  of  Art  was  tap- 
ped to  save  energy  in  Philadelphia's 
modern  Municipal  Services  Building 
as  well.  Results:  a  $60,750  yearly  sav- 
ings in  electricity  and  steam  costs. 
Send  for  Job  Report  77-37 


1914  building  moves  up 
to  space-age  comfort. 

A  JC/80  system  in  the  63- 
year-old  Northwestern 
Mutual  Life  Building  in  Mil- 
waukee improved  oper- 
ational efficiency  sum- 
t  mer  and  winter,  saved 
»-  10.8%  in  energy 
costs,  too.  Send  for 
Job  Report  77-34. 


U.S.  Naval  Academy 
cuts  energy  costs  27% 

By  expanding  their  Johnson  Controls  JC/80 
building  automation  system  to  eight  additional 
buildings  ranging  in  age  from  one  year  to  70 
years  old,  the  Naval  Academy  expects  to  save 
$1 42,000  yearly,  paying  for  the  expansion  in 
less  than  2Vz  years.  Send  for  Job  Report  77-32 


m  basic  temperature  controls,  to  life 
fety  systems,  to  the  computerized  JC/80, 
jay  more  than  one-third  of  all  large  com- 
srcial,  institutional  and  government 
lildings  in  the  U.S.  employ  some  form  of 
hnson  controls,  and  our  engineers,  in 
5  offices  across  the  U.S.  and  Canada, 
ind  ready  to  put  their  expertise  to  work 
■  you  to  make  your  building  earn  more. 

Send  for  documented  facts. 

ill  details  on  how  we  make  these  build- 


ings earn  more  are  available  in  Johnson 
Controls  Job  Reports  listing  operational 
savings  and  names  of  the  architect,  con- 
sulting engineer,  and  contractor  for  that 
project.  Included  are  the  specifics  of  extra 
earnings  that  for  many  buildings  add  up  to 
$1 ,000,000  or  more.  Write,  describing  your 
building,  and  we'll  send  you  documented 
reports  on  similar  buildings  as  well  as 

JOHNSON 


CONTROLS 


reports  on  the  buildings  shown  above. 
We'll  also  send  you  "Energy  Manage- 
ment and  Systems  Control  for  Existing 
Buildings:  an  idea  book 
to  help  your  building 
earn  more  and  be  more 
efficient."  Write  to  Fred 
L.  Brengel,  President, 
Johnson  Controls,  Inc., 
Reference  R-2,  Box  423, 
Milwaukee,  Wis.  53201 


We  make  buildings  earn  more. 


A  Pound  Of  Flesh? 


If  H.R.  7330  passes  Congress,  creditors  will  have  trouble 
collecting  even  an  ounce  of  flesh,  and  the 
bankruptcy  laws  will  get  a  thorough  overhauling. 


By  LAWRENCE  MINARD 

Time  was  when  nonpayment  of  debt 
meant  jail  or  transportation  to  some 
terrible  place  like  America  or  Austra- 
lia. It  was  a  horrible  system,  but  dire 
consequences  for  nonpayment  were 
necessary  for  commercial  and  indus- 
trial societies  to  develop.  Otherwise, 
why  should  anyone  lend? 

Debtor's  prisons  are  long  gone  and 
human  rights  have  long  since  been 
elevated  over  money  rights.  In  our 
highly  organized  society,  few  people 
deliberately  default  on  their  debts— 
and  not  much  happens  to  them  if  they 
do.  Bankruptcy  is  not  the  highly 
charged  issue  it  once  was,  but  it  is 
still  very  important. 

Sometime  in  early  fall,  Congress 
will  vote  on  a  new  federal  bankruptcy 
law,  H.R.  7330,  now  awaiting  ap- 
proval by  the  House  judiciary  Com- 
mittee. Sources  say  the  bill  will  have 
little  trouble  there.  In  many  ways  it  is 
a  solid  bill,  improving  bankruptcy  pro- 
cedures. On  the  other  hand,  it  con- 
tains some  supposedly  pro-consumer 
provisions  that  may  end  up  making  it 
more  difficult  for  less  affluent  people 
to  borrow.  This  kind  of  thing  does 
more  for  politicians  than  it  does  for 
ordinary  consumers. 

Introduced  last  January  by  Repre- 


sentatives Don  Edwards  (D— Calif. ) 
and  M.  Caldwell  Butler  (R-Va.), 
H.R.  7330  (then  called  H.R.  6)  is  a 
complete  rewrite  of  the  country's  80- 
year-old  rules  for  who  can  go  broke, 
when  and  how.  If  it  becomes  law,  it 
will  alter  substantially  the  way  in 
which  debts  can  be  enforced  and  in 
which  individuals  and  companies  can 
liquidate  or  reorganize. 

This  is  no  small  matter  if  you  con- 
sider that  bankruptcies  (mostly  indi- 
vidual filings)  are  running  at  250,000 
per  year,  and  that  some  $27  billion  in 
assets  and  $43  billion  in  liabilities  are 
tied  up  in  bankruptcy  courts. 

The  nation's  consumer  finance  com- 
panies are  up  in  arms  over  sections  of 
the  bill  supposedly  meant  to  protect 
borrowers  against  lenders.  With  close 
to  $40  billion  in  consumer  loans  out- 
standing, the  lenders  fear  the  bill  will 
make  it  materially  tougher  to  enforce 
repayments.  "The  new  bill  will  prob- 
ably have  a  substantial  negative  im- 
pact on  our  companies'  profits,"  says 
Vernon  E.  Evans,  assistant  general 
counsel  at  the  National  Consumer  Fi- 
nance Association,  the  trade  group 
for  the  consumer  lenders. 

For  example,  H.R.  7330  says  loan 
companies  can  no  longer  sign  loan  re- 
affirmation agreements  with  bankrupt 
customers.  In  a  reaffirmation  agree- 


ment, an  overextended  customer  is 
given  additional  credit  in  exchange  for 
signing  a  new  agreement  reaffirming 
the  old  loan.  Proponents  of  the  new 
bill  say  reaffirmations  are  a  way  of 
getting  a  handle  on  the  debtor's  fu- 
ture earnings  after  bankruptcy. 

In  line  with  this  consumerist  trend 
is  the  new  treatment  of  cosigners. 
Under  current  law,  a  lender  can  go 
after  a  cosigner  if  the  borrower  de- 
faults. Since  cosigners  are  generally 
close  friends  or  relatives,  a  debtor  will 
bend  over  backward  to  repay  a  co- 
signed  loan.  But  in  many  cases,  col- 
lecting from  the  cosigner  would  be 
forbidden  under  H.R.  7330;  people 
with  poor  credit  ratings  may  no  longer 
get  credit  through  the  interposition  of 
a  more  solvent  person. 

The  credit  companies  lost  another 
battle,  that  calling  for  a  uniform  ex- 
emption standard— that  is,  one  federal 
rule  for  which  assets  an  individual  can 
keep  if  he  goes  broke.  Today  these 
exemptions  vary  greatly  from  state  to 
state.  For  example,  Vermont  exempts 
one  cow;  New  York,  color  TV  sets. 
In  Texas,  bankrupts  can  keep  their 
"homesteads,"  which  is  how  Billie  Sol 
V  tes  managed  to  hold  onto  his  pa- 
latial ranch.  H.R.  7330  says  bankrupts 
may  use  existing  state  laws  or  a  new 
federal  standard,  whichever  is  more 
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Energy 
wasted. 


ENERGY 
CONSERVED. 
BILLIONS  OF  CANS' 
WORTH  A  YEAR. 


J 


Last  year,  Reynolds  recycled  more  cans  than  the  entire  in 
dustry  did  in  1973.  ;'■•■;  •  .  --' 

Saving  95%of  theenergy  needed  to  make  the  aluminum 
originally. . .  and  allowing  that  aluminum  to  keep  on  paying  us 
dividends  again  and  again. 

In  addition:  Today's  newest  Reynolds  cans  contain  23% 
less  metal  than  those  of  a  few  years  ago.  To  save  even  more 
aluminum.  Energy.  And  shipping  cost. 

Of  course.  Reynolds  started  the  consumer  recycling 
idea  in  1967.  And  has 
paid  recyclers  more  ■■■■■■■ 

than  $45  million  for      PffcC^gl  REYNOLDS 

cans  in  that  time.  I~^?iiWtl 

That's  a  lot  of     I<~~J^  ALUMINUM 
aluminum.  And  a  lot  iBaM^I  

of  energy.  Conserving  our  resources  and  energy. 


1 


■ 


Tells  us  whdgf 


Somebody  retires.  There's  a  su 
sion  of  promotions  within  th 
partment.  A  position  opens.  V\i 
best  qualified  to  fill  it?  CHRIS 
tell  us.  CHRIS— Case  Huma« 
sources  Identification  System. 

CHRIS  allows  Case  to  scan  th 
cational  backgrounds  of  app 
mately  3,800  exempt  sale 


Ips  us  se 


ght  for  the  job  right  now. 


fiiloyees  around  the  world.  We 
Examine  4,000  separate  and  dis- 
ii:  criteria  for  each  individual, 
<;;iugh  a  non-computerized, 
incident-light  card  system. 

t  Ips  us  select  qualified  people  for 
sijnotions,  transfers  and  special 
5r3nments  by  giving  us  a  quick, 
tairate  summary  of  their  skills,  ex- 
rijnce  and  interests. 


Everybody  wins.  CHRIS  offers  our 
employees  new  opportunities  to 
be  considered  for  promotion.  They 
try  harder.  Our  customers  are  bet- 
ter served. 

Doing  something  about  developing 
human  resources  is  one  of  the 
reasons  why  Case  is  one  of  the  world 
leaders  in  machinery  for  construc- 
tion and  farming. 


For  a  comprehensive  new  brochure 
about  J  I  Case,  its  total  operations 
and  product  lines,  write:  Communi- 
cations and  Public  Affairs,  J  I  Case 
Co.,  Dept.OFCI,  700  State  Street, 
Racine,  Wisconsin  53404. 


J  I  Case 

A  Tenneco  Company 


doing  something  about  it. 


Fiberglas  has  helped  rocket 
sales  of  surfboards  9300  percent.  How  much 
would  it  boost  sales  of  your  product? 


For  centuries,  just  a  few  natives 
surfed.  By  1940,  only  1,000  people 
a  year  were  up  to  buying  (or  carrying) 
the  90-lb.  redwood  boards  being  sold. 

Then  came  surfboards  made  with 
Fiberglas!  Smoother.  Brighter.  And 
under  15  pounds.  Presto!  Instant  fun. 
Instant  lifestyle.  Instant  sales— now 
coasting  at  100,000  boards  a  year. 

*T.M.  Reg.  O.-C.F.  for  reinforcements  for  plastics. 


Fibergias  reinforcement,  added  to 
plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  room  air  condition- 
ers and  fishing  trawlers  benefit  from 
the  same  strength,  lightness,  and 
water  resistance  that  improved  surf- 
boards. Other  products  like  circuit 


breakers  and  oilfield  line  pipe 
better  because  they're  more  molda 
electrically  nonconductive,  more 
sistant  to  corrosion,  or  less  experts 
Would  a  Fiberglas  materials 
tern  make  your  product  better?  W 
help  you  find  out.  WriteL.C.Me* 
Owens-Corning  Fiberglas  Co 
Fiberglas  Tower,  Toledo,  Ohio  436 


Owens-Corning  is  Fiberglas 


OWENS/CORNING 

Fibergias 
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Debtors'  Pal?  Congressman  Don  Ed- 
wards (D-Calif.)  introduced  the  bill 
that  consumer  lenders  don't  like. 


■  generous  for  the  bankrupt. 

"The  net  effect  of  the  new  bill," 
H  complains  Thomas  M.  Ryan,  assistant 

■  director  of  the  law  department  for 
]|  $3.5-billion  (assets)  Household  Fi- 
ji nance  Corp.,  the  nation's  largest  con- 
jlsumer  credit  outfit,  "is  it  will  make 
It  it  harder  for  us  to  collect  debts,  which 
H  means  we'll  probably  have  to  increase 
Hour  loss  reserves."  To  the  extent  re- 
|l  serves  increase,  profits  fall.  (Or  inter- 
II  est  rates  go  up,  or  both. ) 

Beneficial  Corp.'s  (assets:  $2.7  bil- 
|l lion)  top  lawyer,  Linn  K.  Twinem, 
(  figures  the  law  will  hurt  the  very 
||i people  it  is  meant  to  help:  society's 
Hi  least  creditworthy  borrowers.  "Every- 
lli  body  wants  us  to  make  more  loans  in 
) 1  ghetto  areas,  but  why  should  we  do 
|  that  if  we'll  lose  money?  We're  not 
|  a    philanthropic    organization,  you 
know,"  says  Twinem,  who  darkly  hints 
that  loansharking  operations  will  move 
in  among  the  poor  as  legitimate  credit 
I  companies  tighten  lending  standards. 

The  airlines  industry  fared  better. 
||  Most  commercial  aircraft  are  financed 
|j  through    so-called    equipment  trust 

I certificates,  the  way  railroad  rolling 
stock  is  purchased.  Current  law  says 
that  if  a  carrier  goes  bust  and  defaults 
on  its  obligation  to  the  certificate 
holders,  the  trustee  must  decide  im- 
mediately if  he  wants  to  keep  the 
equipment;  if  he  does,  he  must  con- 
tinue to  meet  the  certificates'  terms. 
As  originally  proposed,  H.R.  7330 
did  away  with  the  airline  exemption. 
"If  that  exemption  stays  out,"  warned 
Richard  Dicker,  an  equipment  financ- 
ing expert  at  the  Equitable  Life  As- 
surance Co.,  which  along  with  a  dozen 
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other  big  insurance  companies  holds 
some  25%  of  the  $4  billion  outstanding 
aircraft  certificates,  "then  it  will  be 
impossible  for  most  insurance  com- 
panies to  finance  commercial  aircraft 
purchases." 

But  it  did  not  stay  out.  A  last  min- 
ute lobbying  putsch  convinced  the 
politicians  to  stick  the  exemption  back 
in.  Now  aircraft  manufacturers,  air- 
lines and  institutional  investors  are 
very  much  behind  the  bill. 

H.R.  7330  has  considerable  addi- 
tional support— and  not  just  from  lib- 
erals out  to  strengthen  the  hands  of 
debtors  over  creditors.  Among  the 
bill's  supporters  are  bankruptcy  law- 
yers, those  $150-an-hour  fellows  who 
shepherded  the  assets  and  liabilities 
of  some  35,000  broke  companies 
through  bankruptcy  last  year.  They 
feel  that  H.R.  7330  is  long-overdue 
legislation  that  will  simplify  and  ex- 
pedite most  corporate  cases,  and  so  re- 
duce the  gigantic  costs  involved. 

For  one  thing,  these  attorneys  like 
H.R.  7330's  proposal  to  restructure 
the  entire  bankruptcy  court  system.  As 
things  are  now,  bankruptcy  judges  are 
appointed  by  district  court  judges,  and 
are  frequently  hacks.  Says  Harvard 
Law  School  bankruptcy  expert  Vem 
Countryman:  "There  is  a  general  feel- 
ing that  bankruptcy  court  judges  are 
not  always  as  capable  as  they  should 
be;  that  they  are  not  reversed  as  of- 
ten as  they  should  be;  and  that  in  the 
course  of  administering  the  estate,  they 
hear  too  damn  much  evidence  that  is 
never  heard  in  court." 

Under  H.R.  7330,  bankruptcy  judges 
will  be  presidential  appointees  with 
status  equal  to  district  court  judges. 

Meanwhile,  the  bankruptcy  judges 
will  be  relieved  of  the  burden  of  ac- 
tually supervising  the  trustees;  they 
will  only  have  to  rule  on  legal  points. 
A  new  batch  of  federal  bureaucrats, 
so-called  U.S.  Trustees,  will  be  cre- 
ated to  handle  administrative  duties. 
Finally,  the  judges'  jurisdiction  will  be 
expanded.  A  case  need  no  longer  wait 
for  one  party  to  spend  months,  even 
years,  awaiting  a  District  Court's  de- 
cision on  major  legal  points. 

The  second  major  change  applaud- 
ed by  the  attorneys  is  putting  an  end 
to  the  current  law's  shunting  broke 
companies  between  Chapter  10  and 
Chapter  11.  Under  H.R.  7330,  these 
chapters  will  be  consolidated  into  a 
single  corporate  reorganization  sec- 
tion, tentatively  named  Chapter  11. 

Under  current  law,  most  lawyers 
and  managements  greatly  prefer  Chap- 
ter 11,  because  Chapter  10  cuts  down 
on  all  parties'  ability  to  maneuver. 
For  example,  Chapter  10  says  senior 
creditors  must  be  paid  in  full  before 
anyone  else  gets  a  dime— even  if  se- 
nior creditors  prefer  to  give  up  some 


of  their  rights  to  speed  along  the  case. 

But  for  a  variety  of  reasons,  a  case 
can  be  forced  into  Chapter  10  from 
Chapter  11,  with  no  gain  and  at  tre- 
mendous expense. 

Take,  for  example,  U.S.  Financial, 
the  $500-million  real  estate  develop- 
ment fraud  that  filed  Chapter  11  in 
1973.  Within  18  months  lawyers  had 
worked  out  a  plan  to  distribute  U.S. 
Financial's  $26  million  in  assets.  Se- 
nior creditors  agreed  to  take  80%,  ju- 
nior creditors  15%  and  stockholders 
with  fraud  claims  the  rest. 

Then,  just  days  before  final  confirma- 
tion of  the  scheme,  three  creditors, 
representing  just  5%  of  all  claims,  man- 
aged to  force  the  case  into  Chapter 
lO.  Two  years  later,  with  no  party 
able  to  get  its  money,  and  with  extra 
legal  fees  estimated  at  over  $2  mil- 
lion, the  distribution  is  about  to  be 
made— exactly  as  it  would  have  been 
two  years  ago  under  Chapter  11 
proceedings. 

"Under  H.R.  7330,  such  an  absurd 
result  probably  could  not  have  hap- 
pened," says  J.  Ronald  Trost,  a  Los 
Angeles  bankruptcy  lawyer  who  rep- 
resented U.S.  Financial  in  the  case. 
"Under  the  new  Chapter  11,  the  judge 
would  make  the  decisions  and  would 


. .  Twinem  hints  loan- 
sharking  will  move  in  . . ." 


presumably  give  due  weight  to  the 
desires  of  creditors  representing  95% 
of  the  claims." 

H.R.  7330  still  has  two  powerful 
enemies.  The  Securities  &  Exchange 
Commission  is  against  consolidating 
Chapters  10  and  11.  It  tends  to  prefer 
Chapter  10s  because  they  call  for 
an  independent  trustee  in  the  case  of 
bankruptcy  of  a  public  company; 
this,  the  SEC  feels,  gives  a  measure 
of  protection  to  smaller  debenture 
holders  and  bondholders. 

The  powerful  U.S.  Judicial  Confer- 
ence is  also  fighting  the  bill.  The  Ju- 
dicial Conference  is  made  up  of  fed- 
eral judges  above  the  bankruptcy 
court  level.  These  jurists  seem  to  fear 
the  prospects  of  losing  judicial  turf 
and  prestige— and  political  muscle- 
to  H.R.  7330's  newly  elevated  bank- 
ruptcy judges. 

So  H.R.  7330  wends  its  slow  and 
weary  way  toward  a  full  congressional 
vote.  In  whatever  final  form  it  passes, 
our  laws  will  become,  in  intention  at 
least,  more  humane,  but  the  contrac- 
tual protection  for  creditors  and  for 
capital  will  become  weaker.  But  do 
you  really  help  poor  people  by  mak- 
ing lenders  less  willing  to  deal  with 
them?  ■ 
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Ginnie  Mae's 

Kid  Brother  Grows  Up 

"Freddie  Mac"  has  finally  achieved 
success:  It  has  opened  up  the  bond  market 
to  the  conventional  mortgage  industry. 


A  vice  president  of  marketing  who 
ascended  to  heaven  to  ply  his  trade 
might  hope  to  find  as  happy  a  posi- 
tion in  the  hereafter  as  Ronald  Struck's 
current  one  in  the  here  and  now. 

"Sales  so  far  this  year  are  already 
as  great  as  all  of  last  year's  put  to- 
gether," he  exults.  He's  talking  about 
last  year's  volume  of  $1.5  billion, 
which  was  three  times  the  activity  in 
1975.  His  limitation  is  the  ability  of 
his  office  staff  to  keep  up  with  the 
paperwork. 

Ron  Struck's  paradise  is  the  Fed- 
eral Home  Loan  Mortgage  Corp.— 
Freddie  Mac  to  the  mortgage  indus- 
try—and this  gusher  of  business  is  in 
large  part  the  welcome  payoff  on  a 
five-year  effort  to  open  the  bond  mar- 
ket to  the  mortgage  industry. 

Set  up  by  the  government  in  1970 
as  a  profit-making  adjunct  of  the  12 
Federal  Home  Loan  Banks,  Freddie 
Mac  has  the  job  of  turning  convention- 
al mortgages  into  bond-like  securities. 


But  don't  confuse  it  with  Fannie  Mae 
—the  Federal  National  Mortgage  As- 
sociation—or with  Fannie  Mae's  spin- 
off, Ginnie  Mae,  the  Government  Na- 
tional Mortgage  Association  (Forbes, 
Nov.  1,  1976).  There  are  many  dif- 
ferences among  the  three— such  as  the 
fact  that  Ginnie  Mae  is  nonprofit,  for 
example,  or  that  Fannie  Mae  issues 
securities  rather  than  offering  partici- 
pations. But  the  main  one  is  that 
Fannie  Mae  and  Ginnie  Mae,  unlike 
Freddie  Mac,  can  tap  government 
sources  of  credit. 

Freddie  Mac  buys  mortgages  from 
originating  banks  and  savings  insti- 
tutions. Then  it  pools  them,  adds  its 
own  guarantee,  tacks  on  a  quarter  of  a 
point  for  expenses  and  profit  and  sells 


participations  in  the  pools  to  long-term 
investors.  In  the  eyes  of  long-term  in- 
vestors, the  participations  are  the 
equivalent  of  bonds.  Or  of  pass- 
through  securities  that,  with  their 
monthly  repayment  of  interest  and 
principal,  are  similar  but  even  more 
attractive. 

The  mortgage  industry's  problem— 
and  Freddie  Mac's  opportunity— comes 
from  the  fact  that  mortgages  are  much 
more  of  a  nuisance  to  investors  than 
bonds.  The  things  vary  in  age,  amount, 
time  to  maturity,  terms,  yield,  geo- 
graphic location,  quality  of  underlying 
property  and  financial  prospects  of 
borrower.  Some  are  repaid  early;  some 
are  not.  Each  mortgage  is,  in  effect, 
a  separate  debt  issue,  and  keeping 
track  of  a  portfolio  of  them  meant  set- 
ting up  a  sizable,  expensive  mortgage 
department. 

Mortgages  used  to  carry  a  substan- 
tial yield  premium— on  the  order  of 
1/2  to  two  percentage  points  over 


high-grade  bonds— to  compensate  for 
the  trouble.  But  as  interest  rates  rose 
in  the  1960s  and  government  policy 
acted  to  hold  mortgage  rates  down, 
the  differential  shrank,  even  turning 
negative  on  occasion.  By  1970  many 
traditional  mortgage  investors— com- 
mercial banks,  pension  funds,  insur- 
ance companies— were  beginning  to 
stand  aside  to  let  the  "thrifts"  (sav- 
ings and  loan  associations  and  savings 
banks)  and  government  loan  programs 
carry  the  load. 

By  breaking  down  this  barrier,  Fred- 
die Mac  is  giving  the  mortgage  indus- 
try a  chance  to  offset  future  disinter- 
mediation  by  tapping  the  bond  mar- 
ket, nearly  five  times  the  mortgage 
market's  size. 


Market  Builder:  Ronald  Struck  has 
brought  billions  in  new  bond  money 
into  the  mortgage  market. 


Freddie  Mac's  securities  came  out 
in  1971  and  proved  a  hit  among 
the  thrifts,  which  appreciated  a  safe, 
easy  way  to  diversify  portfolios  geo- 
graphically. But  the  nonthrifts  stayed 
out:  There  was  no  secondary  market 
yet,  and  Freddie  Mac  couldn't  get 
together  with  Wall  Street  on  terms  to 
set  up  a  dealer  network  for  the  securi- 
ties. Under  the  early  proposals,  the 
entire  potential  price  spread  of  one- 
half  of  1%  to  three-fourths  of  1%  would 
have  wound  up  in  Wall  Street's  pocket. 

"So  we  undertook  marketing  them 
ourselves,"  recalls  Struck,  "putting  our 
own  sales  staff  on  the  road."  By  the 
end  of  last  year,  there  were  $3  bil- 
lion worth  out  among  the  thrifts,  and 
Wall  Street  was  ready  to  come 
around.  "I  think  the  dealers  prefer 
earning  a  quarter-point  concession  on 
a  sure  thing— they  sell  out  each  week- 
ly offering  in  a  few  hours  or  a  few 
days— to  getting  100%  of  nothing," 
says  Struck  with  a  smile. 

It  was  a  turnaround  on  the  part  of 
eight  blue-chip  bond  marketers,  fig- 
ures Struck,  that  finally  put  Freddie 
Mac  into  the  nonthrift  market  be- 
cause it  gave  the  securities  the  last 
full  measure  of  a  corporate  bond's 


". . .  The  mortgage  industry's  problem— and  Freddie  Mac's 
opportunity— comes  from  the  fact  that  mortgages  are 
much  more  of  a  nuisance  to  investors  than  bonds  . . ." 
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There's  a  good  way  to 
be  sure  employees 
are  getting  the  most 

out  of  a  Savings- 
Investment  Plan. 

Talk  with  Metropolitan. 


At  Metropolitan,  we  have  a  quiet  but  unshakable  belief  that  we're 
better  than  anybody  in  setting  up  Employee  Savings-Investment  plans  (and 
profit  sharing  plans),  and  in  managing  the  funds  involved. 

It's  not  just  the  dependability  of  a  Metropolitan  contract  —  such  as  a 
guaranteed  rate  of  return,  or  the  guarantee  of  principal  for  each  participant, 
or  the  guaranteed  participation  in  any  excess  earnings. 

Nor  is  it  just  those  advantages  plus  the  flexibility  features  you  get  with 
a  Metropolitan  Life  contract,  such  as  our  annuity  options  (with  Federal  estate 
tax  advantages  available).  Or  the  clear-cut  cancellation  options. 

When  you  factor  in  Metropolitan's  dual-investment  expertise— in  both 
fixed  income  and  equity  investment  performance —and  top  it  off  with 
our  administrative  capability  and  pluses  like  ERISA  assistance,  even  then  it's 
not  the  whole  story. 

The  big  reason  we  think  Metropolitan  will  do  a  better  job  for  you  is 
that  we  are  really  committed  to  leadership  in  this  field.  So  we  have  to  outper- 
form the  other  people. 

All  we  ask  is  a  chance  to  show  you  what  we  can  do  to  give  employees 
a  better,  more  flexible  Savings -Investment  plan. 

Metropolitan.  If  you  haven't  seen  our  proposal,  maybe  you've  missed 
the  best  one. 

G  Metropolitan 

Where  the  future  is  now 


A  11C 

Homestead- 
it's  another 
way  of  life. 

At  the  Homestead,  our  setting  is  17,000 
beautiful  Alleghany  acres,  graced  with 
three  championship  golf  courses,  tennis, 
swimming,  fishing,  horseback  riding  and 
more. 

Inside,  you'll  find  the  Homestead  equally 
impressive.  With  an  elegant  decor  and  a 
flair  for  service  and  fine  dining  you  may 
have  thought  vanished  long  ago. 

Special  golf  and  tennis  plans  available 
during  July  and  August.  See  your  travel 
agent.  Or  call  toll-free  800-336-5771.  In 
Virginia,  800-542-5734. 

Gal 

HOMESTEAD 

Hot  Springs,  Virginia  24445 
Three  18-hole  championship  golf  courses,  swim- 
ming pools,  mineral  spa,  horseback  and  walking 
trails,  surrey  and  buck  board  driving,  15  tennis 
courts,  children's  playground,  trout  fishing,  skeet 
and  trap.  The  Homestead  is  easy  to  reach  via  U.S. 
Route  220,  train  service  by  Amtrak  or  Piedmont 
Airlines  to  the  Hot  Springs  Airport.  Jet  service 
available  from  New  York  and  Atlanta  to  Lewis, 
burg  and  Roanoke. 


On  the  heels  of  1 5  consecutive  growth 
years,  MAPCO  broke  all  the  records 
ogoin  in  1976.  Soles  were  up 
24%  ot  $425  million.  Net 
income  of  $56  million  and 
earnings  per  shore  of  S3 
each  represented  14% 
jumps  over  1975. 
To  learn  more 
about  MAPCO's 
growth  and 
how  it's 
happening, 
write 
for 
our 
latest 
report. 


liquidity.  Now  investors  can  do  al 
the  sophisticated  deals  they  couldn' 
do  when  we  were  selling  alone,  lik< 
swaps  [of  comparable  securities]  o: 
reverse  repos"— reverse  repossessions 
which  have  the  effect  of  turning  th< 
long-term  participations  into  short 
term  loans. 

Struck  sounds  a  little  bemuse< 
when  he  goes  over  the  sales  figures 
"So  far  this  year,  nonthrifts  have  taker 
40%  of  our  offerings,"  he  says.  "Ir 
recent  weeks  it's  gone  as  high  as  55%.' 
The  best  customers  have  been  com- 
mercial banks  (buying  both  for  theii 
trust  departments  and  for  their  own 
portfolios)  and  the  bond  dealers 
themselves.  But  the  list  also  includes 
a  generous  sprinkling  of  credit  unions, 
pension  funds  and  private  investment 
companies. 

With  all  this  success  cropping  up, 
so  is  competition.  One  of  Freddie 
Mac's  dealers,  Bank  of  America,  has 
been  quietly  putting  the  finishing 
touches  on  a  pass-through  offering  of 
a  $150-million  pool  of  prime-quality 
California  mortgages  from  its  owd 
portfolio,  covered  by  private  insur- 
ance. In  form,  its  pass-throughs  will 


. .  'I  think  the  dealers  pre- 
fer earning  a  quarter  point 
on  a  sure  thing  to  getting 
100%  of  nothing'..." 


be  very  close  to  Freddie  Mac  stuff. 

Whether  the  marketplace  will  find 
them  close  enough  to  give  Bank  of 
America's  offering  the  half-point-to- 
three-quarter-point  premium  Freddie 
Mac  now  enjoys  over  conventional 
mortgage  rates  remains  to  be  seen.  If 
it  does,  so  much  the  better  for  the 
bank.  But  even  if  it  doesn't,  the  sale 
will  be  a  good  thing.  By  liquefying 
its  mortgage  portfolio  (it  has  $4.5  bil- 
lion invested  in  single-family  mort- 
gages), the  bank  in  effect  acquires 
new  money  to  put  into  the  red-hot 
California  housing  market. 

And  if  the  bank's  offering  is  success- 
ful? "There  are,"  says  Struck,  "ten  or 
11  other  big  institutions— banks  and 
savings  and  loans— that  could  follow 
pretty  quickly.  Ultimately,  there  mayi 
be  40  or  50  in  the  marketplace." 

Struck  figures  Freddie  Mac  itself 
will  do  $4  billion  worth  of  business1 
this  year,  and  content  itself  in  future 
with  the  $4-billion-to-$6-billion  an- 
nual range  its  five-year  plan  calls  for. 
He  even  welcomes  the  competition. 
"After  all,"  he  points  out,  "that's  what 
we  were  chartered  to  do— open  up  a 
market  for  mortgage-backed  bonds— 
and  now  we're  finally  doing  it."  ■ 


SYMBOL  MDA  NYSE  •  MWSE  •  PSE 
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What  happens  when  a 
hospital  starts  looking  at  the 
patient  as  a  customer* 


"As  you  might  expect,  a  lot  of  very 
good  things  happen,  particularly  for 
the  patient. 

"Humana  is  a  private  enterprise 
hospital  company  that  is  a  leader  in 
evaluating  hospital  services  and 
procedures  from  the  patients' stand- 
point and  responding  to  patient  needs 
by  setting  standards  for  higher  quality 
hospital  care'.' 

David  A.  Jones,  Chairman,  Humana  Inc. 


Humana  hospitals  are  able  to  provide  improved 
patient  and  physician-oriented  services,  while  operat- 
ing profitably.  And  although  profits  and  patient  care 
might  seem  to  be  points  in  conflict,  profitability  is 


what  provides  the  resources  which  allow  Humana  to 
better  its  hospital  services,  at  a  time  when  many 
hospitals  must  struggle  to  maintain  the  status  quo. 

The  Humana  approach  to  hospital  services  has 
already  resulted  in  a  successful,  growing  company, 
owning  and  operating  hospitals  in  seventeen  states. 
But  we  are  actually  just  at  the  threshold  of  our 
growth  potential.  Looking  ahead,  the  need  to  re- 
new America's  hospitals  cannot  be  met  by  tradi- 
tional means. 

Humana  will  play  an  important  role  in  fulfilling 
these  needs.  By  using  private  enterprise  incentives 
and  the  skills  of  the  Humana  professional,  we  are 
making  our  new  facilities  a  better  kind  of  hospital. 

If  you  would  like  to  know  more  about  a  leader- 
ship company  in  the  rapidly  growing  47  billion 
dollar  hospital  services  industry,  we  would  be 
pleased  to  send  you  a  copy  of  our  annual  report. 
Please  write,  Humana  Inc.,  1800  First  National 
Tower,  Dept.  5B,  Louisville,  Kentucky  40201. 


The 

Hospital 
Company 


Where  private  enterprise  is 
making  possible  a  I 
kind  of  hospital. 


Is  History  Repeating?  

Big  fortunes  were  made  by  value-conscious  investors  like  Tom 
Evans  in  the  mid-Fifties  and  early  Sixties.  Evans  thinks  we 
may  be  in  a  similar  situation  today.  Here  he  tells  why. 


They've  called  him  the  "Jaws"  °f 
the  business  world— and  worse.  But 
while  he  won't  win  any  popularity 
contests,  Thomas  Mellon  Evans,  66, 
doesn't  much  care.  He  has  amassed 
a  personal  fortune  worth  perhaps  over 
$100  million  and  controls  a  business 
empire  centered  around  Crane  Co.  and 
H.K.  Porter.  The  most  durable  of 
the  long  and  colorful  roster  of  the  cor- 
porate empire-builders  who  flourished 
in  the  last  quarter  century,  Evans,  in 
his  hardheaded  way,  is  a  prophet  and 
visionary  of  the  world  of  finance. 

It  was  22  years  ago  when  Forbes 
first  interviewed  Evans  and  first  ar- 
ticulated  the  value-oriented  financial 
philosophy  that  has  taken  him  so 
far.  It  is  startling  to  reread  that  arti- 
cle. It  could  have  been  written  yes- 
terday. A  brief  quote  from  it: 

"There  are,"  he  says,  "fences  around 
capital  today."  Evans  is  referring  to 
one  of  the  paradoxes  of  the  current 
easy  money  era:  that  postwar  accu- 
mulations have  not  flowed  with  equal 
abundance  into  all  segments  of  the 
economy.  As  a  result,  some  values,  far 
from  being  inflated,  are  depressed. 

"Look,"  said  Evans,  "at  the  100 
Loaded  Laggards  dug  up  by  Forbes. 
Some  of  these  stocks  sell  at  prices 
that  put  a  value  of  exactly  zero  on 
some  extremely  valuable  plants  and 
physical  properties." 

He  said  that  in  1955,  close  to  a 
quarter  century  ago. 

Acting  firmly  on  his  own  philosophy, 
Evans  built  his  empire  by  leaping 
over  those  "fences  around  capital"  and 
buying  up  assets  at  bargain  prices. 
Evans  has  taken  over  30  companies, 
nearly  all  of  them  at  prices  way  below 
book  value. 

Well,  there  are  fences  around  capi- 
tal today.  Over  500  listed  stocks  sell 
for  under  seven  times  earnings,  while 
a  mere  handful  command  very  high 
multiples.  There  are  fences— legal,  psy- 
chological, financial— that  prevent  in- 
vestment money  from  flowing  to  the 
great  mass  of  low  price/ earnings  mul- 
tiple stocks. 

Tender  offers  are  one  way  of  break- 
ing down  these  fences  today.  ("In 


this  age,"  Evans  told  Forbes  back  in 
1955,  "it's  easier  to  buy  a  company 
than  to  build  one  up."  Some  things 
never  change. )  Evans  made  a  big  for- 
tune by  jumping  these  fences.  Big  cor- 
porations are  jumping  them  today 
with  tender  offers. 

Success  and  age  haven't  slowed 
Evans,  nor  have  they  much  mellowed 
him.  He  is  chairman  of  the  billion- 
dollar  Crane  Co.  and  of  the  $356- 
million  H.K.  Porter  Co.,  but  he  pre- 
fers to  spend  his  time  in  his  Manhat- 
tan brokerage  firm,  Evans  &  Co.  Sit- 
ting a  bit  hunched  in  his  chair,  Evans 
never  entirely  takes  his  eyes  off  the 
two  TV  screens  that  record  stock 
prices  in  his  office.  His  brown  eyes, 
always  moving,  are  a  study  in  them- 
selves: Like  many  a  habitual  tape- 
watcher,  he  has  developed  a  blink. 

Senior  Editor  Robert  Flaherty  re- 
cently interviewed  Tom  Evans  and 
asked  him  about  the  parallels  between 
the  stock  market  situation  today  and 
that  of  a  quarter  century  ago. 

Your  1955  interview  could  run  to- 
day and  still  be  up  to  date.  But 
then  you  were  considered  a  bad  guy 
and  now  even  blue-chip  companies 
are  playing  the  takeover  game. 

Evans:  Takeovers  and  buying  in  your 
own  stock  weren't  respectable.  Now 
they  are  respectable. 

That  old  piece  talks  about  buying 
companies  so  cheaply  you  pay  a  zero 
price  for  all  the  fixed  properties. 

Evans:  Now  when  Crane  went  into 
Anaconda  it  was  selling  close  to  work- 
in  g  capital.  Atlantic  Richfield  got  An- 
aconda by  paying  more,  but  still  got 
it  for  way  less  than  book  value. 

Now  here's  what's  really  changed. 
In  the  old  days  the  targets  were  most- 
ly small,  closely  held,  badly  run  un- 
listed family  companies.  Now  some  of 
the  companies  you  can  get  today  are 
large,  listed,  pretty  well  run  with  up- 
to-date  plant.  These  values  exist  be- 
cause some  listed  stocks  are  not  popu- 
lar enough  for  banks  to  consider  them 


good  enough  to  buy  and  individuals 
who  might  speculate  aren't  buying. 

So  we  still  have  "fences  around 
capital"— only  the  fences  are  now 
higher  and  extend  further.  Why? 

Evans :  I  blame  the  Securities  &  Ex- 
change Commission  pretty  much  for 
sharply  reducing  commissions  in  sell- 
ing stock.  Think  about  insurance.  If 


Fence  Flattener:  Many  takeover  val- 
ues exist,  Tom  Evans  argues,  because 
most  presidents  are  afraid  of  a  fight. 
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_  Coal  today. 
Gas  tomorrow. 


It's  one  of  many  ways  were  working  to 
get  more  gas  for  the  21st  century 


Coal  is  one  of  America's  most  plentiful 
resources.  It's  been  estimated  our  country  has 
enough  to  meet  our  needs  for  the  next  three 
hundred  years. 

And  now  it  is  possible  to  change  this 
abundant  coal  into  clean  gas  energy.  Not  the 
old-fashioned  coal  gas  of  years  ago,  but 
SNG— synthetic  natural  gas.  It  is  an  almost 
exact  copy  of  natural  gas.  Extremely  clean. 
Extremely  efficient  because  it  has  the  same 
high  energy  content. 

Gas  is  the  cleanest,  most  efficient 
way  to  use  America's  coal. 

There  are  other  ways  coal  can  be  used, 
of  course.  It  can  be  burned  directly  but  this 
causes  pollution  problems.  It  can  be  used  to 
make  electricity,  but  this  is  more  costly  and  less 
efficient.  Turning  coal  into  synthetic  natural 


gas  provides  at  least  25%  more  useful  energy, 
at  about  half  the  capital  investment. 

The  gas  industry  and  government  are 
working  together  on  many  coal  gasification 
projects.  Their  objective  is  to  make  gas  from 
coal  available  on  a  large  commercial  scale. 

Getting  more  gas 
can't  wait  any  longer. 

The  gas  industry  has  a  long  list  of  supply 
projects  in  various  stages  of  development. 
Things  like  ocean  drilling,  Arctic  drilling,  and 
importing  liquefied  natural  gas. 

But  much  of  this  work  waits  on  the  tough 
energy  decisions  America  must  make— on 
pricing,  offshore  drilling  leases,  new  financing 
alternatives.  Meanwhile,  it  will  help  if  we  all 
conserve  gas  in  our  homes  and  businesses. 

Conserve  gas.  A€AL"S^S  # 


you  didn  t  nave  a  salesman  out  mere 
selling  insurance  with  a  big  commis- 
sion, there  wouldn't  be  an  awful  lot 
of  insurance  sold.  You  wouldn't  think 
of  it.  When  you  buy  life  insurance, 
the  rate  is  the  same  for  similar  poli- 
cies from  Metropolitan  or  Prudential. 
If  you  borrow  money  from  a  bank,  it's 
the  same  rate  whether  it's  the  Chase 
or  the  City.  It  used  to  be  the  same 
with  stock  commissions. 

Now  that  the  SEC  cut  out  fixed 
commissions,  the  commissions  on  sell- 
ing stock  are  down  to  5,  6,  7  cents  a 
share.  It  certainly  doesn't  pay  a  fellow 
with  all  the  discounting  going  on  to 
go  out  and  sell  a  couple  of  hundred 
shares  to  somebody.  With  all  the 
shopping  for  cut  rates  you  can't  keep 
your  customers  anymore. 

So  in  the  securities  market  today 
you  got  the  socially  acceptable  stocks, 
like  International  Business  Machines, 
which  even  now  are  selling  at  14  or 
15  times  earnings.  That's  because 
these  big  banks  swap  them  back  and 
forth  with  a  few  mutual  funds. 

But  there  used  to  be  a  market  for 
other  stocks  because  salesmen  would 
go  out  to  New  Jersey  and  sell  them  to 
individuals,  or  salesmen  used  to  sell 
mutual  funds.  Now  with  so  many 
salesmen  gone  I  don't  think  so  much 
of  that  happens.  So  you  see  this  great 
value  disparity  between  the  socially 
acceptable  stocks  selling  at  16  times 
earnings  and  a  number  of  perfectly 
good  companies  selling  at  five  to  eight 
times  earnings. 

What  about  noninstitutional  stocks? 
Do  you  see  the  public  coming  back 
to  the  stock  market? 


Evans:  What's  going  to  bring  them 
back  if  the  salesmen  aren't  out  there? 

In  that  old  story,  you  said  it  wasn't 
a  capital  shortage  causing  low  stock 
values,  but  your  fences. 

Evans:  It's  the  same  today.  There's 
plenty  of  money  around.  People  are 
buying  houses  and  cars  and  every- 
thing else.  It's  just  not  going  into 
stocks.  As  for  pension  funds,  it's  too 
bad,  but  they  restrict  their  invest- 
ments to  a  limited  list. 

/  don't  think  the  SEC  meant  to  do 
what  they  have  done. 

Evans:  I  don't  think  they  knew  what 
they  were  doing.  The  guys  running  it 
didn't  know  anything  about  the  busi- 


ness, ine  act,  ougnt  to  let  tne  ex- 
changes have  a  fixed  commission.  It 
was  a  good  agency  when  it  was  just 
policing  and  being  a  watchdog. 

The  SEC  initially  figured  they'd 
lower  the  commissions  for  individuals. 

Evans:  Yeah,  but  instead  they  only 
lowered  it  for  the  fellows  who  run 
other  people's  money— the  banks.  Ha! 


The  banks  don't  care  what  commis- 
sions are,  it's  not  their  money. 

Another  result  of  the  SEC's  destruc- 
tion of  fixed  commission  rates  is  that 
many  brokerage  firms  have  merged 
or  have  gone  out  of  business. 

Evans:  It's  getting  sort  of  like  a  big 
card  game,  with  Goldman,  Sachs,  Sal- 
omon Brothers  and  Merrill  Lynch 
swapping  big  blocks  with  low  com- 
missions back  and  forth. 

What  services  did  these  firms  that 
have  gone  out  of  business  or  merged 
perform? 

Evans:  They  used  to  help  distribute 
stock.  IBM  has  an  extra  billion  or  two 
in  the  bank,  so  they  don't  have  to 
raise  capital.  But  some  companies 
have  a  hard  time  raising  capital  now. 
When  a  public  issue  would  come, 


these  little  firms  and  regional  offices 
all  around  the  country  would  take  a 
piece  of  it.  Now  they  aren't  there  in 
Pittsburgh  or  Denver  or  wherever. 

What  about  the  attempts  to  weak- 
en the  New  York  Stock  Exchange  of 
which  Evans  ir  Co.  is  a  member?  A 
lot  of  people  in  Washington  are  shoot- 
ing at  it.  Do  you  think  having  a  na- 
tional market  will  be  better  or  worse 
than  having  the  present  exchange? 

Evans:  Worse.  The  exchange's  busi- 
ness is  to  control  the  dealing.  But  if 
the  dealing  is  spread  all  over  the  coun- 
try, how  can  they  do  it?  Anyone  who 
wants  to  join  in  can.  They  used  to 
check  your  credit  before  you  could 
join  and  I  don't  know  how  you'd  con- 
tinue to  supervise  that. 


m  neaa  oj  tLvans  uo.  ana  a  stocK 
exchange  member,  how  do  you  feel 
about  the  people  who  would  destroy 
the  specialist  system  or  would  bring 
in  competing  specialists? 

Evans:    I    think   the   specialist  has 
done  a  good  job.  You  know  in  France, 
in  the  big  stock  exchange,  the  Bourse,  | 
you  usually  inherit  your  seat,  and  their 
stocks  have  tremendous  fluctuations. 


Our  specialists  have  kept  our  market 
pretty  liquid.  But  unless  you  have  the 
specialist  where  he  can  make  the  prof- 
it, he's  not  going  to  take  the  risks 
needed  to  stabilize  our  markets. 

Didn't  some  changes  grow  out  of 
resentment  that  poor  guys  went  to 
Wall  Street  and  got  rich? 

Evans:  Yes,  but  don't  forget  the 
times  when  those  who  go  lose  money. 
Considering  the  risk  people  did  and 
do  take  in  the  securities  business,  the 
profits  they  made  weren't  so  awful. 

Do  you  think  stocks  are  low  now 
with  the  Dow  around  900? 

Evans:  Some  are.  Some  aren't.  With 
good  bonds  yielding  8%  these  days, 
why  should  any  stock  sell  for  more 
than  ten  times  earnings?  It  was  one 
thing  when  money  was  only  3%  or 
4%.  But  when  you  can  get  8%  today 
in  triple-A  bonds,  it  doesn't  make  sense 
to  have  any  stocks  selling  at  16  times 
earnings.  For  our  own  pension  funds 
now,  we  are  heavy  on  bonds  and  have 
cut  way  back  on  stocks.  The  actuaries 
claim  we  have  got  to  earn  5.5%  to  6% 
for  our  pension  trusts.  So  we're  that 
much  ahead  with  bonds.  We  also  like 
stocks  that  pay  substantial  dividends. 
I  figure  if  a  company  can't  pay  a  fair 
dividend  now,  when  the  hell  is  it  ever 
going  to? 

In  that  old  article,  you  were  also 
buying  in  your  own  shares. 

Evans:  It  used  to  be  the  Harvard 
Business  School  said  you  shouldn't  do 
it.  Now  it's  gotten  so  respectable  even 
IBM  is  doing  it.  If  you  believe  your 
own  stock  is  undervalued  and  is 
a  better  return  than  putting  your 
money  into  building  plant,  isn't  it 
good  for  the  stockholders  to  buy  it  in? 

Don't  you  think  it  strange  how  few 
shares  were  tendered  to  IBM  at  280 


". . .  'There's  plenty  of  money  around.  People  are  buying 
houses  and  cars.  It's  just  not  going  into  stocks.  As  for 
pension  funds,  they  restrict  investments  to  a  limited  list' . . ." 


". . .  'It  certainly  doesn't  pay,  with  all  the  discounting 
going  on,  to  go  out  and  sell  a  couple  of  hundred  shares' . . ." 
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And  diversified  enough 
to  keep  on  rolling. 

The  chart  tells  the  story.  Today 
Fruehauf  is  a  6-continent  company 
with  sales  of  nearly  $1-1/2  billion  in 
1976.  A  company  which,  while  still 
the  world's  largest  truck-trailer  manu- 
facturer, now  has  a  marketplace  in  so 
many  different  areas  no  single  product 
dominates  its  operations. 

We've  busy  making  containers  for 
shipments  by  road,  air,  sea  or  rail  — 
and  developing  specialized  container- 
handling  eguipment  for  today's  busy 
ports  and  terminals.  Busy  running 

($  In  Billions) 
1.6 


three  of  America's  busiest  shipyards. 
Busy  designing  wheels  and  disc  brakes 
for  automobiles.  Busy. 

Because  we're  such  a  diversified 
company  we've  been  able  to  level  off 
the  peaks  and  valleys  that  often  occur 
with  a  limited  product  line. 

Check  our  annual  report  and  see 
for  yourself.  Write:  Fruehauf  Corpora- 
tion, Dept.  F-67,  10900  Harper, 
Detroit,  Michigan  48232.  Total  i — jr — i 
Transportation  .  .  .  the  World  m 
of  Fruehauf  .  .  .  we're  rolling.  .JSj&lk 

IVuehaiif 


Fruehauf  Sales 


Total  Trailer  Industry 
Sales  (All  Makes) 
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Asarco  is  one  of  the  leading  mining  companies  in  the  U.S.,  and  also  has 
substantial  investments  in  three  of  the  world's  great  mining  enterprises: 
M.I.M.  Holdings  Limited  in  Australia;  Southern  Peru  Copper  Corporation; 
and  Industrial  Minera  Mexico,  S.A. 

At  our  current  rates  of  production,  our  domestic  reserves  of  copper, 
lead,  zinc,  and  silver  ores  at  both  operating  and  nonoperating  properties 
are  sufficient  to  sustain  production  into  the  early  decades  of  the  next 
century.  Ore  reserves  of  the  associated  companies  are  of  similar  magni- 
tude in  terms  of  their  current  rates  of  production.  Additionally,  continu- 
ing exploration  programs  should  stretch  the  mineral  wealth  of  Asarco 
and  the  associated  companies  indefinitely  into  the  future.  ASARCO 
Incorporated,  120  Broadway,  New  York,  N.  Y.  10005. 
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and  yet  the  stock  sold  30  points  low- 
er a  few  weeks  later? 

Evans:  No,  it's  not  strange.  If  IBM 
had  offered  a  higher  commission,  the 
arbitrageurs  would  have  bought  it 
and  turned  it  in.  But  IBM  said  the 
maximum  any  broker  makes  is  $2,500 
on  one  account.  You  don't  think  Salo- 
mon Brothers  is  going  to  bother  to 
amass  stock  for  that,  do  you? 

What  about  President  Carters  pro- 
posal to  remove  the  double  taxation 
of  dividends? 


last  ten  years  has  at  least  doubled. 

I  don't  think  there  would  be  any 
talk  of  a  shortage  of  capital  if  they 
would  allow  higher  prices  with 
stepped-up  depreciation. 

Are  you  optimistic  about  the  coun- 
try economically? 

Evans:  I'm  not  pessimistic.  If  Carter 
had  let  energy  prices  go  up,  in  three 
years  the  damned  oil  crisis  would  be 
solved.  They'd  be  drilling  holes  every- 
where if  oil  went  to  $20  a  barrel. 


know,  it's  a  funny  thing  how  the  old 
establishment  used  to  say  tender  of- 
fers weren't  respectable.  Now  Morgan 
Stanley,  which  used  to  look  down  on 
tender  offers,  is  doing  it.  There's  the 
power  of  the  commission  dollar  again. 
Morgan  Stanley  looked  at  all  those  dol- 
lars and  tender  offers  weren't  immoral, 
after  all. 

Wont  you  see  some  enormous  ten- 
der offers  when  the  oil  companies  seek 
to  replace  the  oil  revenues  they  will 
lose  as  oil  supplies  dwindle?  I  don't 


44 . . .  'I  think  tender  offers  are  a  good  thing.  They  give  the 
individual  a  chance  to  get  rid  of  the  stock  at  a  good  price. 
That  releases  money  to  be  put  in  some  other  securities' . . ." 


Evans:  It  would  be  great  for  the  stock 
market  and  capital-raising.  If  a  com- 
pany paid  the  tax  on  anything  they 
kept  in  earnings  while  dividends  were 
taxed  to  the  individual,  you  wouldn't 
have  companies  like  IBM  and  Gen- 
eral Motors  keeping  a  couple  of  bil- 
lion extra  in  cash.  If  Carter  put  this 
reform  through,  it  would  be  a  hell  of 
a  good  way  to  stimulate  business  ac- 
tivity and  put  this  frozen  money  into 
the  hands  of  the  people. 

Speaking  of  Carter,  this  mornings 
paper  said  stocks  were  down  be- 
cause Wall  Streeters  were  worried  in- 
flation was  so  high  it  would  later 
force  Carter  to  put  on  price  controls. 
Is  this  the  way  the  market  works? 

Evans:  I  don't  think  anyone  knows 
what  makes  stock  prices  go  down. 
But  it  didn't  help  for  the  new  At- 
torney General  to  continue  the  IBM 
antitrust  suit  or  for  the  Administra- 
tion to  make  us  [Crane  is  big  in 
steel]  lower  prices  by  raising  hell  until 
U.S.  Steel  kept  its  increase  to  6%  af- 
ter others  had  already  announced  8%. 


In  effect,  that's  a  price  ceiling  they 
put  on.  Dammit,  prices  should  have 
gone  up  10%  like  costs  have  gone  up. 

When  you  see  how  little  profit 
these  capital-intensive  industries  like 
steel  are  making,  you  cant  figure  out 
how  they  can  ever  raise  expansion 
capital. 

Evans:  I  think  the  depreciation  in 
capital-intensive  businesses  is  too  low. 
In  France  a  few  years  ago  they  let 
the  companies  revalue  their  assets  and 
then  take  depreciation  on  the  new 
value.  In  England  you  can  charge  off 
a  new  machine  tool  as  an  expense  the 
year  you  buy  it.  The  cost  of  reproduc- 
ing a  plant  and  machinery  over  the 


Yoii  re  a  stockbroker.  What  do  you 
think  about  options? 

Evans:  A  great  thing.  It's  speculating, 
but  I  don't  see  that  that  is  wrong. 

The  SEC  worried  iliat  people  may 
be  buying  options  instead  of  unpopu- 
lar stocks.  There  are  some  fantastic 
values  on  the  Amex  and  over-the- 
counter  markets. 

Evans:  But  people  wouldn't  buy  'em 
anyway.  The  big  companies  don't 
want  to  buy  'em  if  there  are  anti- 
trust problems  or  if  they  are  too  small. 
The  public  is  out  of  the  market.  For  a 
while  there  was  a  chance  to  have 
tender  offers,  but  it's  getting  so  awfully 
hard  with  all  these  state  laws  and  all 
this  litigation.  The  number  of  tender 
offers  being  made  is  starting  to  de- 
cline. Now  I  think  tender  offers  are  a 


good  thing.  They  give  the  individual 
a  chance  to  get  rid  of  the  stock  at  a 
good  price.  That  releases  money  to  be 
put  in  some  other  securities. 

I  don't  see  what  good  these  restric- 
tions do,  and  all  these  states  have  dif- 
ferent rules.  A  lot  of  this  is  inspired 
by  managements  that  want  to  hang 
on  to  their  companies  and  don't  care 
much  about  stockholders.  The  socially 
unpopular  listed  stocks  today  offer 
tremendous  value  like  your  Loaded 
Laggards  list. 

In  a  way  you  are  like  an  arbitra- 
geur, seeing  a  value  and  jumping 
over  the  fences  to  get  it. 

Evans :  I  don't  think  that's  bad.  You 


see  any  other  way  for  them  to  do  it. 

Evans:  I  think  it  was  a  great  thing  for 
Atlantic  Richfield  to  buy  Anaconda. 
I  don't  see  why  some  other  cash- 
loaded  oil  company  doesn't  buy  Asar- 
co.  But  there's  a  problem.  Some  of 
these  companies  can  get  too  darn  big. 
I  always  thought  Exxon  was  a  well- 
run  company,  but  they  found  they 
bribed  a  guy  $40  million  in  Italy  and 
U.S.  management  didn't  even  know 
about  it.  When  their  president  doesn't 
know  they  gave  a  bribe  for.  $40  mil- 
lion, I  think  it's  getting  a  little  too  big 
to  run. 

Are  you  and  your  companies  still 
harga  in-hu  nting? 

Evans:  We  look  at  companies  to  take 
over  all  the  time.  To  hedge  inflation 
for  your  stockholders,  you  have  to 
build  leverage.  That's  what  we  have 
done  in  Crane  and  H.K.  Porter.  You 
borrow  money  to  buy  something  you 
think  is  a  good  value,  and  you  pay 
for  it  over  the  years  in  depreciated 
dollars.  The  values  will  always  be 
there  in  some  form  or  other. 

What  do  you  see  now? 

Evans  :  Kennecott  is  a  great  buy. 
They  may  sell  the  coal  company  for 
much  more  than  what  the  parent 
company  is  selling  for.  Zero  is  what 
the  public  thinks  the  management  is 
worth— that  they'll  just  blow  the  coal 
company  money  on  a  hole  in  the 
ground  or  something.  That's  a  funny 
thing  about  businesses  that  are  old. 
Whatever  business  they  have  special- 
ized in,  they  keep  pouring  the  money 
in  whether  prices  are  high  or  low. 
They  don't  care.  That's  why  a  diversi- 
fied company  is  better  run.  You  put 
money  in  because  you  think  you  can 
make  more  money  on  it.  ■ 


. .  'I  don't  think  there  would  be  any  talk  of  a  shortage  of 
capital  with  higher  prices  and  stepped-up  depreciation' . . ." 
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Statistical  Spotlight 

Loaded  Laggards:  1977 


For  25  years  now,  Forbes  has  pub- 
lished an  annual  list  of  Loaded  Lag- 
gards—a rather  flexible  term  meant  to 
identify  companies  that  sell  for  a 
small  fraction  of  the  potential  value 
of  their  underlying  assets. 

It's  not  hard  to  find  such  compa- 
nies this  year,  so  we've  made  the  cri- 
teria quite  stiff.  Our  statisticians  have 
identified  86  prime  candidates.  Of 
these,  43  are  New  York  Stock  Ex- 
change companies,  26  American  Stock 
Exchange,  17  over-the-counter. 

To  make  the  Big  Board  list,  a  com- 
pany needed  to  have  revenues  of  at 
least  $200  million;  for  Amex  and 
o-t-c  companies,  the  minimum  size 
was  $100  million. 

The  company's  stock  had  to  sell  for 
less  than  half  of  its  stated  book  value. 
For  various  reasons  we  eliminated 


railroads,  real  estate  investment  trusts 
and  companies  controlled  by  other 
companies. 

It's  a  rich  and  impressive  list  this 
year.  Famous  names  like  Bulova, 
Chrysler,  Control  Data,  Jonathan  Lo- 
gan, National  Airlines,  Republic  Steel, 
Trans  World  Airlines  and  Uniroyal  all 
qualify. 

Statistically  speaking,  there  seem  to 
be  some  tremendous  bargains.  Chrys- 
ler sells  at  only  36%  of  its  book  value; 
Lykes  Youngstown  at  just  over  20%; 
Alan  Wood  Steel  at  just  18%  of  book 
value.  Price/ earnings  ratios  on  these 
stocks  range  as  low  as  three;  multiples 
of  four  and  five  are  commonplace. 
Quite  a  number  of  the  companies  sell 
for  no  more  than  the  value  of  their 
net  working  capital  (working  capital 
less  long-term  obligations).  Addresso- 


graph  Multigiaph  is  an  example. 
Commercial  Metals  is  another. 

Are  these  statistical  bargains  real 
bargains?  In  the  preceding  interview, 
Thomas  Mellon  Evans,  the  U.S.'  great 
hunter  of  loaded  laggards,  gives  his 
views.  He  argues  that  the  shrinkage  of 
the  nation's  brokerage  industry  makes 
it  difficult  for  most  companies  to  real- 
ize in  the  marketplace  anything  like 
the  true  value  of  their  assets.  Still,  we 
all  know  that  capital,  like  nature,  ab- 
hors a  vacuum.  Through  takeovers 
and  turnarounds,  the  means  exist  to 
bring  market  prices  closer  to  under- 
lying value.  Not  so  long  ago,  for  ex- 
ample, Boeing  was  a  loaded  laggard. 
And  so  was  Borg- Warner.  On  the  oth- 
er hand,  White  Motor  was  on  the  list 
a  quarter  of  a  century  ago;  it's  there 
again  today.  ■ 
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NEW  YORK  STOCK  EXCHANGE 


Addressograph  Multigraph 

57.9% 

-  $26.69 
M3;5* 

$11.30 

18 

$0.62 

(11 'A 

34    -  3 

none 

Alexander's 

56.6 

negative 

6 

0.94 

57/a 

91A-  2 

6.8% 

Allied  Products 

61.1 

27.61 

negative 

-0.51 

10% 

22    -  9 

5.6 

American  Motors 

58.3 

9.89 

negative 

-1.73 

4'A 

13%-  3'A 

none 

Armstrong  Rubber 

49.7 

56.37 

negative 

4 

7.45 

28% 

38  -10% 

3.5 

Avco 

52.2 

31.42 

negative 

3 

5.05 

15 

16%  -  2 

none 

Borman's 

58.4 

9.91 

0.23 

5 

0.81 

41/s 

6    -  1% 

none 

Bulova  Watch 

52.2 

14.65 

8.40 

-1.66 

7 

20%-  4% 

none 

Chrysler 

63.9 

46.10 

negative 

3 

5.55 

165/8 

44%-  7 

6.0 

Control  Data 

60.3 

51.65 

negative 

7 

2.82 

20% 

62    -  9V2 

0.7 

Cook  United 

67.0 

10.97 

2.14 

5 

0.67 

3% 

12<A-  1 

none 

Cyclops 

62.0 

60.53 

negative 

7 

3.12 

23 

28'/2-14% 

5.2 

Dan  River 

63.1 

25.76 

5.17 

6 

1.63 

9% 

12%-  4 

5.1 

Faberge 

53.5 

16.65 

9.76 

7 

1.04 

73/4 

15%-  4'A 

5.2 

Food  Fair 

63.6 

17.83 

negative 

9 

0.76 

6% 

9%-  3% 

3.1 

General  Refractories 

65.4 

27.45 

negative 

NM 

0.07 

9V2 

11%-  33A 

none 

Jonathan  Logan 

55.1 

28.95 

10.27 

5 

2.39 

13 

58%-  3% 

4.6 

Keystone  Consolidated 

74.4 

62.39 

3.84 

9 

1.79 

16 

221/2-11% 

6.3 

Lowenstein  (M.)  &  Sons 

70.6 

43.28 

14.38 

13 

0.99 

12% 

24%-  8% 

4.7 

Lykes 

79.9 

50.28 

negative 

-3.39 

10Va 

24%-  4 

none 

MBPXL 

50.9 

22.67 

4.61 

7 

1.52 

ny8 

15%-  5% 

3.6 

McLouth  Steel 

56.4 

32.65 

negative 

10 

1.49 

.  14% 

23%-  9% 

none 

National  Airlines 

52.6 

25.55 

negative 

18 

0.68 

12Vb 

33%-  6% 

4.1 

Phillips-Van  Heusen 

58.9 

24.62 

13.61 

7 

1.50 

10'A 

21%-  3% 

5.9 

Questor 

56.2 

12.85 

4.44 

14 

0.41 

5% 

20V2-  2% 

3.6 

Republic  Steel ' 

64.4 

81.50 

negative 

10 

2.85 

/'29  / 

40% -19% 

5.5 

Saxon  industries 

71.6 

14.09 

negative 

8 

0.50 

4 

14V4-  1% 

none 

Smith  (A.O.) 

54.3 

34.22 

2.73 

5 

3.32 

15% 

22%-  6Va 

5.1 

Southwest  Forest  Industries 

62.0 

21.69 

negative 

7 

1.12 

8V4 

13%-  3% 

2.4 

Springs  Mills 

60.4 

32.81 

13.19 

7 

1.76 

13 

15'A-  81A 

6.9 

Stevens  (J.P.) 

54.8 

37.87 

15.19 

5 

3.24 

171A 

26% -10 

7.0 

Tappan 

50.1 

19.54 

8.64 

9 

1.08 

9% 

23    -  3% 

2.5 
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Right  now. 
General  Electric 
Energy  Saver 

Motors  do. 

i  General  Electric  high-efficiency  Energy  Saver  Motors 

Je  already  conserving  electricity  and  saving  consumers  .     ,  ,      , . 

Soney  (thousands  of  our  motors  have  been  doing  this  LOOK  for  this 
iice  1975).  These  motors  are  available  as  replacements              energy  saving  ifgj 
liid  in  many  brands  of  heating,  air  conditioning  symbol:  1 1 FCIJ C tkfm^f 

ijid  refrigeration  equipment.  If  improving  fan  motor  I  5f?-%Q2p 

i jficiency  is  important  to  you,  challenge  us.  WjJ|  S/j^HEFl 

ijeneral  Electric  Company,  Specialty  Motor  Department,  JJ  JLJl^VT/^Q  C 

(335  Broadway,  Fort  Wayne,  Indiana  46804.  ITlV^I \Jf\J 


GENERAL  wm  ELECTRIC 
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Employe 


Employer  sponsorship  of 
a  variety  of  voluntary  insur- 
ance coverages,  supplement- 
ing company-paid  group 
plans,  can  mean  lower  insur- 
ance costs  for  employees  and 
can  build  goodwill  for  the 
company* 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives. 


In  1976,  American  employers  paid  out  an  es- 
timated $300  billion  for  employee  benefits— equal 
to  almost  a  third  of  payroll  dollars. 

Employee  benefit  costs— for  such  benefits  as 
pensions,  paid  vacations  and  group  medical  and 
life  insurance  plans— are  rising  almost  twice  as 
fast  as  wages.  In  the  ten  years  ending  in  197  5,  benefit 
costs  grew  1657o  while  wages  and  salaries  rose  85%. 
U.S.  employers  spent  an  average  of  $76.62  a  week 
for  employee  benefits  in  1975,  contrasted  with 
$28.88  ten  years  before. 

Such  expenditures  have  become  accepted  as  an 
integral  part  of  the  cost  of  doing  business.  This  is 
particularly  true  of  premiums  for  group  insurance 
against  illness,  accidental  injury,  disability  and 
death,  as  well  as  retirement  or  pension  plans. 

But  in  addition  to  these  basic  benefits  which 
meet  fundamental  needs  of  employees  generally, 
there  are  other  needs  for  protection  which  may  be 
more  important  to  some  employees  than  to  others, 


depending  on  their  circumstances.  These  needs  ai 
not  as  closely  tied  to  jobs  and  income  as  are  thos 
covered  by  group  insurance.  Traditionally,  sue 
needs  are  provided  for  by  the  individuals  themselve 
An  example  is  life  insurance  beyond  that  a 
forded  by  a  group  policy.  This  need  may  be  felt  mos 
strongly  by  younger  married  employees  with  chi 
dren— people  who  have  not  yet  been  able  to  set  asid 
large  cash  reserves..  On  the  other  hand,  older  err 
ployees  may  want  to  accumulate  paid-up  insuranc 
or  supplemental  income  for  retirement. 

Payroll  deduction  plans 

Insurance  meeting  such  needs  can  readily  b 
made  available  for  purchase  by  a  firm's  employee 
on  a  voluntary  basis.  The  entire  cost  is  usual 
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>rne  by  the  employee  through  payroll  deductions, 
though  an  employer  can  contribute  to  the  cost  if 
desired. 

Among  the  coverages  which  a  company  can 
onsor  are  term  life,  whole  life  and  family  life  in- 
irance;  accidental  death  and  dismemberment; 
ng-term  disability;  and  hospital  indemnity. 
Although  the  insurance  programs  are  offered 
all  of  a  firm's  employees  as  a  group,  coverages  are 
dividual.  Each  employee  is  free  to  buy  or  not  and, 
most  cases,  to  choose  the  amount  of  protection 
d  options  desired. 

Saving  money  on  premiums 

Because  solicitation,  billing  and  administration 
e  handled  on  a  group  basis,  with  premium  pay- 


ments collected  through  automatic  deductions  from 
paychecks,  important  cost  savings  can  be  realized. 
Those  savings  are  passed  along  to  employees.  The 
payroll  deduction  feature  is  also  a  budgeting  con- 
venience for  the  employee. 

Moreover,  company-sponsored  presentations  of 
costs  and  benefits  afford  the  individual  an  oppor- 
tunity to  assess  insurance  needs  that  might  other- 
wise be  neglected.  In  itself,  this  can  constitute  a 
worthwhile  service  for  employees. 

Making  voluntary  insurance  available  to  em- 
ployees at  reduced  cost  can  contribute  to  more  stable 
and  long-lasting  employee  relationships.  Life  in- 
surance agents  and  brokers  can  be  helpful  in  im- 
plementing voluntary  protection  programs. 

As  a  fuller  discussion  of  voluntary  benefits  from 
an  objective  standpoint,  the  life  insurance  affiliates 
of  INA  have  prepared  a  booklet  entitled,  "Voluntary 
Employee  Benefits:  Some  Professional  Considera- 
tions!' Copies  may  be  requested  by  writing  INA 
Corporation,  1600  Arch  Street,  Philadelphia,  Pa. 
19101. 

*      *  * 

INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  property  and  cas- 
ualty insurance,  marine  and  aviation  insurance, 
life  and  group  insurance,  reinsurance  and  risk 
management  services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 
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Earnings 

Recent 

1973-1977 

Indicated 

Value 

Per  Share* 

Per  Sharet 

Ratio 

Per  Share 

Price 

Price  Range 

Yield 

Texfi 

69.7 

.  14.45 

negative 



-2.77 

43/a 

31  Vs-  25/b 

none 

Trans  World  Airlines 

49.1 

19.88 

negative 

4 

2.39 

10V8 

42%  -  43/4 

none 

Uniroyal 

55.5 

21.35 

negative 

13  * 

0.73 

9V2 

16    -  55/a 

5.3 

United  Merchant*  &  Mfrs 

78.5 

39.59 

8.23 

—13.23 

8V2 

24  y8-  93/8 

none 

Vornado 

81.8 

27.41 

negative 

NM 

0.03 

5 

18V4-  5 

none 

Wean  United 

53.1 

12.52 

negative 

5 

1.18 

57/a 

77/a-  2% 

3.4 

Western  Union 

52.2 

36.62 

negative 

8 

2.22 

171/2 

49  V2-  8V2 

8.0 

Wheeling  Pittsburgh 

81.6 

83.56 

negative 



-4.34 

15% 

317/8-10V4 

none 

White  Motor 

61.5 

21.43 

negative 

3 

2.63 

81A 

16    -  33A 

none 

Zapata 

67.1 

34.18 

negative 

5 

2.38 

11 'A 

173/a-  73/4 

2.7 

Zayre 

69.4 

23.27 

5.23 

3 

2.14 

7«/a 

293/4-  2V2 

none 

AMERICAN  STOCK  EXCHANGE 

Alan  Wood  Steel 

81.9 

35.86 

negative 

-20.65 

6'/2 

25    -  61A 

none 

American  Biltrite 

69.2 

21.93 

1.72 

12 

0.58 

63/4 

14    -  45/a 

3.7 

Brad  Ragan 

51.9 

13.52 

6.19 

5 

1.35 

6V2 

263A-  5V2 

1.5 

Commercial  Metals 

55.3 

24.62 

14.43 

28 

0.40 

11 

15V2-  71/2 

5.3 

Conchemco 

55.6 

21.37 

7.88 

5 

2.09 

9V2 

161/a-  5Va 

5.3 

Concord  Fabrics 

55.7 

11.56 

9.47 

—0.18 

£1/ 

16  78-  1 

none 

Cook  Industries 

66.2 

36.28 

negative 

— 

-2.06 

12'A 

26V4-  73/e 

none 

Cook  Paint  &  Varnish 

64.4 

36.48 

19.07 

15 

0.85 

13 

193/a-  9% 

none 

Crompton  Company 

57.4 

32.84 

negative 

6 

2.23 

14 

231A-  5Va 

7.1 

Dellwood  Foods 

62.9 

18.20 

negative 

9 

0.78 

63A 

20V4-  4V2 

8.0 

Dillard  Dept  Stores 

53.6 

28.52 

negative 

5 

2.88 

13'A 

28    -  73/a 

3.0 

Gaylords  National 

64.1 

10.44 

6.09 

3 

1.21 

33A 

5V4-  3A 

5.3 

Glover 

77.8 

12.95 

negative 

-0.79 

2% 

123A-  21/2 

none 

Goldblatt  Bros 

71.5 

14.90 

3.45 

7 

0.62 

4<A 

8%-  25/a 

6.6 

Guilford  Mills 

51.5 

11.85 

1.08 

3 

1.65 

53/4 

101A-  V/2 

3.5 

Mansfield  Tire  &  Rubber 

75.1 

23.09 

4.88 

4 

1.36 

53/4 

11    -  3V2 

3.5 

Mott's  Super  Markets 

54.4 

10.41 

3.72 

6 

0.82 

43/4 

67/a-  25/a 

1.7 

Neisner  Bros 

73.4 

18.29 

1.60 

NM 

0.06 

4% 

iiye-  3ia 

none 

Perini 

58.6 

17.79 

0.31 

10 

0.73 

73/e 

83A-  3 

4.1 

Seaboard  Allied  Milling 

55.8 

22.04 

negative 

4 

2.32 

93/4 

10   -  45/a 

4.1 

Shopwell 

76.3 

10.53 

negative 

-0.06 

2'/2 

6V2-  VU 

none 

Spencer  Foods 

64.8 

13.13 

negative 

-0.10 

4s/s 

97/a-  33/a 

none 

.  Standard-Coosa-Thatcher 

68.3 

48.81 

17.15 

4 

3.48 

15V2 

17V2-11 

5.8 

Thorofare  Markets 

73.6 

10.42 

5.74 

-0.14 

23A 

77/a-  2 

none 

Thriftimart 

76.7 

34.33 

5.82 

-2.66 

8 

12Va-  53A 

1.3 

Twin  Fair 

59.7 

9.61 

negative 

10 

0.38 

3?8 

13V4-  27/a 

2.6 

OVER-THE-COUNTER 


Alton  Box  Board 

52.2 

34.49 

negative 

9 

1.81 

16V2 

21    -  93A 

6.1 

Atlantic  Steel 

67.4 

30.24 

negative 

-0.07 

97a 

16s/a-  9V2 

none 

Bayless  (A.J.)  Markets 

51.6 

18.06 

3.52 

5 

1.61 

83A 

22Vb-  7s/a 

6.9 

Bibb  Company 

76.9 

37.91 

4.58 

5 

1.61 

83A 

11V2-  53A 

none 

Ducommun 

54.3 

20.25 

13.92 

10 

0.91 

9<A 

15V4-  6'A 

4.3 

Higbee  Company 

51.8 

37.85 

0.95 

9 

2.05 

18V4 

24  -101A 

8.1 

Hines  (Edward)  Lumber 

53.1 

75.75 

27.31 

6 

5.74 

35'/2 

46V2-21 

5.6 

International  Basic  Economy 

77.6 

10.04 

negative 

4 

0.56 

2'A 

5    -  1 

none 

Ivey  (J.B.) 

62.1 

21.46 

negative 

8 

1.03 

8% 

17    -  33/b 

6.4 

King  Kullen  Grocery 

65.8 

26.30 

7.42 

4 

2.03 

9 

10V2-  5'A 

5.6 

Laclede  Steel 

63.4 

31.39 

negative 

16 

0.71 

11% 

35'A-  6V2 

none 

Noland 

55.5 

21.06 

11.74 

8 

1.17 

9% 

147/8-  33A 

3.8 

Piedmont  Aviation 

50.3 

9.55 

negative 

2 

1.99 

43A 

lOVa-  27/a 

4.2 

Strawbridge  &  Clothier 

55.8 

53.10 

18.80 

5 

4.61 

23V2 

333A-113/8 

5.5 

Victory  Markets 

54.9 

7.20 

negative 

9 

0.38 

3% 

43A-  2 

6.2 

Waldbaum 

56.8 

20.24 

0.37 

4 

2.50 

83A 

12V2-  4 

none 

Weingarten  (J.) 

60.2 

13.82 

negative 

4 

1.24 

51/2 

7V2-  21/2 

7.3 

*  Total  Assets  (excluding  intangibles,  if  any)  minus  total  liabilities  and  preferred  stock  divided  by  common  shares  outstanding, 
t  Current  Assets  minus  total  liabilities  and  preferred  stock  divided  by  common  shares  outstanding.        NM-Not  meaningful. 
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AND  EQUIPMENT  SPENDING 

IMS* 


If  your  bank  gets  tight 
when  the  money  market  gets  tight, 

fELL  IT  TO  THE  MARINE 


loney  is  easy  now.  But  some  banks  will  just  stick  around 
he  good  times.  When  the  money  dries  up,  youH  wind 
ith  an  apology  instead  of  a  loan, 
t  Marine  Midland,  we  don't  want  anything  to  come 
een  you  and  the  money  you  need.  So  we've  made  a 
imitment  to  handle  the  necessary  credit  needs  of  every 
of  our  qualified  customers.  No  matter  what  shape 
money  market  is  in. 

in  fact,  we  can  point  to  many  times  when  we've  continued 
ing  care  of  our  customers'  needs  when  other  banks 
'e  stopped. 


There's  a  reason  why  we  can  back  up  this  commitment. 
Marine  Midland  is  a  major  international  bank  with  $9 
billion  in  deposits.  Over  $542  million  in  capital  and  over  $90 
million  in  reserves.  More  than  300  branches  all  over  New 
York  State.  And  offices  in  22  countries  all  over  the  world. 

We  want  to  free  you  from  the  inconsistencies  of  the 
money  market,  but  don't  wait  for  things  to  dry  up  before 
calling  us.The  right  time  to  establish  a  relationship  with 
Marine  Midland  is  right  now. 

So  if  your  bank  ever  uses  tight  money  as  an  excuse  for 
turning  you  down,  tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK 


fab.  New  York  City,  Beirut,  Bogota',  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta,  London,  Madrid,  Manila,  Mexico  City,  Nassau,  Panama,  Paris, 

Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran,  Tokyo,  Toronto. 


Faces  Behind  the  Figures 


The  Trojan  Connection 

Connections  may  not  mean  every- 
thing when  it  comes  to  landing  con- 
tracts for  Middle  Eastern  construction 
projects.  But  they  certainly  can't  hurt. 
Just  ask  Jim  Sink. 

Sink,  47,  is  a  Houston  architect 
•whose  firm  of  James  M.  Sink  Asso- 
ciates opened  for  business  barely  three 
years  ago.  Yet  late  last  April  Sink  land- 
ed the  contract  to  design  and  over- 
see construction  of  Saudi  Arabia's 
$200-million  Science  and  Mathemat- 
ics Center  and  Junior  College— a 
6,500-student,  2-million-square-foot 
classroom  and  living  complex  located 
near  Saudi  Arabia's  capital,  Riyadh. 

In  winning  the  contract,  Sink  beat 
out  some  of  the  world's  oldest,  most 
prestigious  and  experienced  architec- 


tural firms— including  his  highly  re- 
garded Houston  neighbor,  CRS  De- 
sign Associates,  which  designed  Saudi 
Arabia's  University  of  Petroleum  & 
Minerals.  What  did  Sink  have  that 
rival  bidders  lacked? 

Of  course,  Sink  could  argue  that 
he  was  no  novice  to  mammoth-scale 
projects.  During  the  1960s  and  early 
1970s,  while  a  partner  with  William 
L.  Pereira  Associates  in  Los  Angeles, 
Sink  was  head  designer  and  project 
manager  in  the  building  of  the  Uni- 
versity of  California's  Irvine  campus. 
Then  he  was  responsible  for  the  mas- 
ter plans  of  Texas  Eastern  Corp.'s  32- 
square-block  Houston  Center. 

But  in  landing  the  Saudi  design 
contract,  he  had  an  added  advantage 
—some  old  school  ties. 

A  graduate  of  the  University  of 


Master  Planner:  Houston  architect  James  M.  Sink  looms  over  the  scale 
model  of  a  $200-million  Saudi  Arabian  college  he  is  designing. 


Southern    California    (whose  sports 
teams  are  called  Trojans),  Sink  knew 
that  USC  is  to  Saudi  Arabia  what  Yale 
is,  or  at  least  used  to  be,  to  Wall 
Street.  USC,  says  Sink,  has  educated 
more  Saudis  than  any  other  U.S.  uni- 
versity. Influential  Saudi  alumni  in 
elude  the  Governor  of  the  Saudi  Ara 
bian  Monetary  Agency,  the  Minis 
ter  of  Electricity  and  Industry  and 
Prince  Khalid  Bin  Fahd  Bin  Khalid, 
the  Deputy  Minister  of  Education 
Last  year  the  Saudi  government  gave 
USC  $1  million  for  the  King  Faisal 
chair  in  Islamic  and  Arabic  studies. 

In  1974  Sink  bought  out  Pereira's 
interests  in  the  Houston  office.  He  had 
been  managing  partner  there  for  just 
over  two  years.  About  a  year  later, 
Saudi  Arabia  announced  it  would 
spend  some  $9  billion  on  educational 
facilities  in  the  coming  five  years,  and 
Sink  decided  to  go  after  a  piece  of 
that  business.  Before  emplaning  for 
Riyadh,  a  suggestion:  "The  USC  alum- 
ni office,"  says  Sink,  "asked  if  I  didn't 
want  to  speak  with  USC's  president, 
John  Hubbard,  who  was  also  about 
to  travel  in  the  Middle  East."  As 
things  turned  out,  the  two  traveled 
together,  and  called  on  a  number  of 
former  students.  Not  long  afterwards 
—and  some  months  before  winning  the 
science  and  math  center  award— Sink 
invited  Hubbard  to  be  his  academic 
consultant  on  the  project. 

There  is  a  degree  of  irony  in  Jim 
Sink's  design  practice.  In  the  early 
1950s  he  wrote  a  major  government 
study  of  U.S.  urban  centers  most  like 
ly  to  grow,  and  became  convinced 
that  Houston  would  be  one  of  the 
country's  most  dynamic  growth  cen- 
ters. That's  why  in  1974,  when  Pereira 
wanted  to  close  his  Houston  office, 
Sink  jumped  at  the  opportunity  to 
buy  out  his  boss's  interests  there. 

Yet  to  date  Sink  Associates  has  de- 
rived scant  business  from  the  Hous- 
ton economy— which  is,  of  course, 
booming,  as  Sink  predicted  it  would 
Sink  Associates  has  grown  from  five 
architects  in  1974  to  over  60  today, 
but  most  are  working  on  the  Saudi 
project.  Sink  apparently  sees  the  irony 
and  says  he  is  shifting  his  firm's  focus. 

"We  have  about  reached  the  point 
where  we  can  more  or  less  pick  and 
choose  among  Saudi  projects,"  he  says 
"But  today  90%  of  my  business  is 
overseas,  with  most  of  that  in  Saudi 
Arabia.  What  I'd  like  to  get  now  is 
some  more  domestic  projects  going." 

Jim  Sink  must  wonder  what  USC's 
U.S.  grads  are  doing  these  days. 
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SXsDB 

Anglo  American  Corporation 
of  South  Africa,  Limited 

(Incorporated  in  the  Republic  of  South  Africa) 


South  Africa  must  prove  it  has 
the  ability  and  will  to  eliminate  the 
grievances  and  resentments 
behind  black  unrest 

Mr.  Harry  Oppenheimer 


Points  from  the 
statement  by  the 
Chairman, 

Mr.  H.  F.  Oppenheimer 


The  growth  of  the  economy  at  a 
rate  sufficient  to  eliminate 
unemployment  and  provide  rising 
standards  of  living  for  our  rapidly 
growing  population  will  be  difficult  or 
even  impossible  to  achieve  unless 
we  can  so  order  our  affairs  that 
investors  abroad  recover  confidence 
in  our  social  and  political  stability 
and  are  willing  to  participate  on  a 
substantial  scale  in  our  economic 
development. 

External  confidence 

The  disturbances  which  erupted  last 
June  in  Soweto  and  the  continuance 
of  social  unrest  thereafter,  have  had 
an  effect  at  least  as  detrimental  to 
external  confidence  in  our  future  as 
the  tragedy  of  Sharpeville  17  years 
ago;  and  the  maintenance  of  external 
confidence  is  even  more  important  to 
our  welfare  now  than  it  was  then. 

There  has  until  recently  been 
an  inclination  to  suppose  that  a  rapid 
implementation  of  the  policy  of 
separate  development  and  the 
granting  of  sovereign  independence 
in  various  tribal  areas  made  it  less 
urgent,  perhaps  indeed  unnecessary, 
to  tackle  ene/getically  the  problems 
and  grievances  of  black  people  in  the 
urban  areas.  If  the  riots  which  started 
in  Soweto  have  served  to  dissipate 
that  notion  they  will  not  have  been 
in  vain. 


Quality  of  life 

There  is  a  vital  need  for  planning, 
organisation,  finance  and  hard  work 
for  the  purpose  of  improving  the 
whole  quality  of  life  in  the  black 
urban  areas.  The  primary 
responsibility  lies  with  the 
government,  but  there  is  also  a 
useful  role  for  private  South  African 
citizens  of  goodwill,  and  particularly 
for  the  members  of  the  business 
community,  who  may  be  in  a  position 
to  help  turn  our  black  townships  into 
places  in  which  men  may  be  able  to 
live  in  comfort  and  with  dignity. 

Urban  Foundation 

We  have  accordingly  joined  with 
other  leading  South  African 
businesses  in  forming  an 
organisation  to  be  known  as  the 
Urban  Foundation,  controlled  by  a 
board  on  which  all  our  racial 
communities  are  represented,  with 
the  object  of  co-operating  with  all 
others  concerned  in  the  attainment  of 
these  objectives.  The  Foundation  is 
raising  initially  a  fund  of  R25  million, 
to  which  the  Anglo  American  and  De 
Beers  groups  have  agreed  to 
contribute  R2  million  each  over  a 
period  of  five  years. 

Need  for  political  action 

Since  the  basic  reasons  for  the 
concern  felt  by  foreign  investors 
about  South  Africa  are  not  financial 
or  economic  but  political,  they  can 
only  be  removed  by  action  in  the 
political  field.  The  fundamental 
question  is  whether  we  in  South 
Africa  are  going  to  be  able  to  give 
proof  of  the  ability  and  the  will  to 
eliminate  the  grievances  and 
resentments  which  lie  behind  the 
rioting  and  unrest  in  the  black  areas 
of  our  major  cities. 
Head  Office,  44  Main  Street,  Johannesburg,  South  Africa 


Consolidated  profit 

The  Corporation's  consolidated  profit 
for  1976  at  R86.28  million,  65.3  cents 
an  ordinary  share,  was  1.8  per  cent, 
higher  than  in  1975.  Bearing  in  mind 
the  generally  depressed  conditions 
during  the  year  and  in  particular  the 
substantially  lower  gold  price,  these 
results  are  satisfactory  and  illustrate 
the  advantages  of  the  Corporation's 
diversified  investments  and  broadly- 
based  sources  of  earnings.  The 
ordinary  dividend  was  unchanged  at 
33  cents  a  share  and  was  covered 
almost  twice  by  earnings.  If  the 
Corporation's  share  of  the 
undistributed  profits  from  its 
investments  were  to  be  taken  into 
account,  total  earnings  would  be 
about  132  cents  a  share  and  the 
dividend  would  be  covered  four 
times. 

The  merger  of  Anglo  American 
Corporation  with  Rand  Selection 
Corporation,  will  result  in  a  company 
of  great  size  and  strength,  better 
able  than  Anglo  American  is  in  its 
present  form  to  obtain  and  finance 
new  business  both  in  South  Africa 
and  overseas. 

Gold 

Working  profits  of  Group  mines 
declined  from  R593  million  to  R383 
million  in  1976,  reflecting  the  fall 
in  the  value  and  volume  of  gold 
produced,  and  higher  costs.  Our  Gold 
and  Uranium  Division  has  on  hand  a 
large  number  of  capital  projects,  the 
total  value  of  which,  after 
re-examination  in  the  light  of 
inflation,  approximates  R1  billion 
which  will  be  financed  largely  by  the 
mines  themselves  over  a  period  of 
five  years. 


Faces  Behind  the  Figures 


•'We're  Not  Fools!" 

That's  Alfred  Donati  Jr.,  director  of 
the  New  York  State  Department  of 
Taxation  &  Finance's  Special  Investi- 
gations Bureau,  talking.  Donati  is 
faced  with  a  tough  problem:  how  to 
stop  crooks  from  smuggling  untold 
millions  of  cartons  of  cigarettes  into 
New  York  each  year,  thereby  divert- 
ing some  $100  million  in  cigarette 
taxes  from  the  state's  treasury.  The 
heart  of  the  matter  is  that  cigarette 
taxes  come  to  23  cents  per  pack  in 
Manhattan  (plus  3  cents  sales  tax), 
vs.  a  total  3-cent  tax  in  North  Caro- 
lina, whence  come  most  of  the  smug- 
gled smokes.  In  effect,  the  crooks'  prof- 
it opportunity  is  in  the  23-cent-per- 
pack  differential. 

Donati  and  his  boss,  James  H.  Tul- 
ly  Jr.,  New  York  State's  Commission- 
er of  Taxation  &  Finance,  have  been 
talking  up  the  idea  of  getting  Uncle 
Sam  to  impose  a  nationwide,  uniform 
cigarette  tax  as  high  or  higher  than 
New  York  State's  current  tax.  This 
would  wipe  out  the  smugglers'  incen- 
tives. But  it  also  poses  a  thomy  po- 
litical problem:  Why  should  low-tax 
states'  politicians  agree  to  solve  New 
York's  boodegging  problem  at  the  ex- 
pense of  their  own  smokers? 


Donati  agrees :  "We're  not  fools,  and 
no  one  expects  a  national  tax  in  the 
very  near  future."  So  he  has  a  backup 
proposal:  to  reduce  the  New  York  tax 
by  up  to  9  cents  per  pack.  Donati  fig- 
ures the  reduction,  plus  tougher  en- 
forcement, would  squeeze  the  mob's 
margins  enough  to  eliminate  most  of 
the  bootlegging,  and  perhaps  even  in- 
crease state  revenues  by  over  $7  mil- 
lion after  the  reduction. 

Understandably,  the  idea  of  lower- 
ing the  tax  has  gained  a  good  deal  of 
local  support— and  this  has  caused  Do- 
nati some  political  headaches.  Late 
last  month  some  politicians  tried  (ap- 
parently unsuccessfully)  to  push  the 
tax  reduction  through  the  state  legis- 
lature's current  session,  rather  than 
wait  until  next  year,  as  Donati  had 
recommended.  Moreover,  some  boost- 
ers tacked  on  a  provision  saying  New 
York  State  would  have  to  make  good 
any  New  York  City  cigarette  tax  short- 
falls in  the  event  Donati's  revenue- 
increase  projects  don't  pan  out.  Thus, 
Donati  found  himself  in  the  ironic 
and  uncomfortable  position  of  testify- 
ing against  the  current  legislation. 

"After  the  hearings,  some  pro-reduc- 
tion legislators  descended  upon  me  like 
I  was  a  hooker,"  says  Donati,  45,  a 
beefy    Manhattan    attorney.  "They 


V 


Reductionist:  New  York  State's 
Alfred  Donati  Jr.  would  cut  cig- 
arette taxes  to  thwart  crime. 

wanted  to  know  why  I  killed  the  bill. 
Hell,  I  didn't  kill  it.  They  did." 

Still,  if  Washington  doesn't  come 
through  with  the  uniform  federal  tax, 
Donati  and  Tully  can  be  expected  to 
push  the  state-tax  reduction  proposal 
next  year.  That  is  good  news  for  New 
York  smokers,  even  better  news  for 
their  North  Carolina  counterparts.  ■ 


Budgeting  For  Basics 

Donald  E.  Garrett  had  the  kind  of 
job  many  research  scientists  might 
have  envied:  executive  vice  president 
in  charge  of  research  at  giant  Occi- 
dental Petroleum  Corp.  He  was  mak- 
ing $125,000  a  year,  administered  a 
research  budget  of  $50  million  and 
was  respected  enough  to  be  called  on 
to  help  negotiate  the  company's  fa- 
mous $20-billion  barter  deal  with  the 
Russians  a  few  years  ago.  Neverthe- 
less, in  1975  Garrett  walked  out  on 
all  of  it. 

Occidental's  research  policy,  he 
says,  was  changing  in  ways  he  didn't 
like,  tilting  away  from  the  basic,  in- 
novative kinds  of  research  he  feels  U.S. 
business  badly  needs.  Worse,  he  be- 
lieves that  Oxy's  shift  is  part  of  a 
broad  and  worrisome  trend. 

"U.S.  research  is  becoming  much 
too  conservative,  turning  to  the  easy 
stepout  from  existing  technology,"  Gar- 
rett complains.  "This  has  been  going 
on  a  long  time,  and  it's  getting  worse. 

"More  R&D  directors  tend  to  be  pro- 
fessional managerial  types  now,"  he 
says.  "The  organizational  efficiency  in- 
creases, costs  come  down,  but  the 
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company  loses  the  ability  to  spot  the 
areas  where  big  breakthroughs  are 
possible.  I  think  there's  a  ruboff  from 
government  research  which,  the  mili- 
tary aside,  is  even  worse.  They  have  a 
real  phobia  against  doing  research 


Critical  Researcher:  Don  Garrett  felt 
he  had  to  leave  the  corporate  fold  to 
do  what's  important— basic  research. 


that  somebody  hasn't  already  done." 

Predictably,  Garrett's  solution  calls 
for  more  money  for  basic  research. 
But  it  doesn't  sound  like  all  that  much 
more:  "The  bulk  of  the  budget  always 
has  to  be  in  short-term  product  devel- 
opment. But  a  company  should  allow 
5%  to  10%  of  the  budget  for  basic  re- 
search, the  search  for  pure  knowledge, 
and  5%  to  15%  for  innovative  or  high- 
risk  research,  where  the  payoff  is 
years  away  or  uncertain  but  potential- 
ly very  big.  Things  like  Occidental's 
oil-shale  program  or  Bell  Labs's  work 
in  the  1940s  on  transistors." 

The  personal  solution  was  simple 
for  Garrett.  He  had  entered  Oxy  by 
selling  his  own  company  to  it  in  1966. 
So  when  he  left,  he  set  up  small  Gar- 
rett Energy  Research  &  Engineering 
Inc.  and  Saline  Processors  Inc.  in 
Claremont,  Calif.  He  and  a  staff  of  12 
do  the  research  they  like  now— even  if 
it  is  for  the  government.  Their  biggest 
project:  energy  recovery  from  organic 
materials. 

Garrett  is  an  optimist.  "I  think  man- 
agement will  face  up  to  the  problem 
in  another  business  cycle  or  two,"  he 
says.  "I  just  wish  they'd  do  it  sooner 
rather  than  later."  ■ 
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nick  response  is  the  mark  of  a  skilled  helmsman 
And  so  it  is  at  The  Atlantic  Companies. 


PHOTO  BY  STANLEY  ROSENFELD 


At  the  Atlantic  Companies  we  take  pride  in  our  quick  and  responsive  service,  well-harbored 
resources,  and  prompt  and  ungrudging  settlements  of  claims.  Insurance  by  Atlantic  is  avail- 
able to  businesses  large  and  small  through  selected  independent  agents  and  brokers. 
Take  advantage  of  our  skilled  crew.  We've  been  running  a  taut  ship  for  135  years. 

Atlantic  Mutual  Insurance  Company  •  Centennial  Insurance  Company 

Insurance  in  the  seafaring  tradition  since  1842 
Home  Office:  The  Atlantic  Building.  45  Wall  Street,  New  York,  N.Y  10005 


Faces  Behind  the  Figures 


View  From  The 
Upper  Deck 

"You  in  the  industrialized  world  have 
forgotten  what  it  is  to  have  half  a 
meal  a  day,"  says  Abdlatif  Al-Hamad, 
43,  director-general  of  the  Kuwait 
Fund  for  Arab  Economic  Develop- 
ment. "You  don't  remember  what  it  is 
to  walk  barefoot  in  the  sand.  I  do." 

Al-Hamad,  a  Claremont  College 
graduate  and  former  Harvard  student 
of  Henry  Kissinger,  is  perhaps  the 
Arab  world's  most  influential  man  on 
development  aid  to  poor  countries. 
The  Kuwait  Fund,  with  assets  of 
$470.3  million  Kuwaiti  dinars  (over 
$1.5  billion),  dates  from  1961;  Al- 
Hamad,  an  intense,  thin  man,  has 
headed  it  since  1963.  His  businesslike 
policy  is  to  insist  that  the  Fund's 
projects  must  have  "direct  develop- 
ment impact"  on  the  recipient  coun- 
try's economy  and  a  "high  priority 
rating"  in  the  country's  own  plans. 

One  favorite  example  is  a  5.8-mil- 
lion-dinar  road  in  Mauritania  (fi- 
nanced at  0.5%  interest).  "The  coun- 
try does  not  have  a  backbone,"  Al- 
Hamad  says,  "The  man  who  lives 
in  Nouakchott  [on  the  Adantic  coast] 
finds  it  easier  to  go  to  Paris  than  to 
Kiffa.  We  have  built  that  road  from 


Perils  Of  Success 

Sometimes  you're  damned  if  you  do, 
damned  if  you  don't.  David  T.  Kim- 
ball, 49,  came  to  Leeds  &  Northrup 
in  1973  to  get  the  process-controls 
company  out  of  the  earnings  slump  it 
hit  after  a  record  $1.64  per  share 
in  1967.  He  did  so  well— earnings  for 
the  year  ended  May  29  should  be 
$2.45  or  more,  vs.  1973's  64  cents- 
that  the  company  got  a  tender  offer 
from  Tyco  Laboratories  this  spring. 

Kimball  beat  that  rap  by  firing  off 
a  volley  of  lawsuits  and  selling  $8.75 
million  in  convertible  preferred  stock 
to  Cutler-Hammer.  Now  he  has  a 
breathing  spell  until  next  Mar.  31, 
when  Tyco  will  be  free  to  try  to  in- 
crease its  22.5%  interest.  But  by  then 
Kimball  may  have  been  proved  right 
in  his  belief  that  the  stock  (now  $23) 
will  go  high  enough  above  Tyco's  $26 
bid  that  Tyco  will  lose  interest. 

Kimball,  formerly  president  of  Whit- 
taker  Corp.'s  electronics-oriented  Tas- 
ker  Industries,  thinks  he  can  crank 
out  the  performance  that  will  lift  the 
stock.  "Leeds  &  Northrup  always  had 
good  products,"  he  says.  "They  were 
well  known  in  the  industry.  But  all 


Nouakchott  372  miles  into  the  inte- 
rior. People  there  are  eating  fish  from 
the  coast  for  the  first  time." 

Al-Hamad  recognizes  that  high  oil 
prices  have  contributed  to  the  devel- 
oping countries'  plight,  but  he  insists 
that  assistance  for  the  poor  cannot 
come  from  the  oil-rich  countries  alone. 
"On  average,  we  [Saudi  Arabia,  Ku- 
wait, Qatar  and  the  United  Arab  Emi- 
rates] have  been  giving  around  3%  of 
our  gross  national  product  [in  aid]," 
he  says.  "To  compare  this,  look  at  the 
record  of  the  U.S.,  giving  just  0.26% 
of  its  GNP.  The  best  of  the  western 
countries  is  Sweden,  which  has  just 
managed  to  reach  the  U.N.  objec- 
tive by  giving  0.82%." 

The  comparison,  of  course,  strikes 
many  Westerners  as  invalid,  not  least 
because  the  Kuwaitis  can't  spend  their 
oil  income  in  their  own  economy  as 
fast  as  it  comes  in.  To  them  Al-Hamad 
replies:  "When  I  sell  my  oil,  I'm  not 
going  to  recreate  it  again.  Whatever 
we  pay,  we  pay  out  of  living  tissues, 
unlike  the  surpluses  generated  out  of 
[industrial]  trade." 

Al-Hamad  is  unmoved  by  the  pos- 
sibility that  developing  countries 
might  default  on  the  loans  they  have 
made  from  private  western  banks  to 
pay  for  Arab  oil,  and  thereby  wreak 


their  presidents  had  come  up  through 
research  and  development,  and  the 
company  still  ran  like  it  did  50  years 
ago.  A  few  weeks  ago  we  had  our  25- 
year  dinner,  and  650  employees  were 
eligible."  Total  employment:  5,000. 

Kimball  didn't  go  around  firing  peo- 
ple or  lopping  off  subsidiaries.  He  just 


Kimball's  Reward:  He  raised  Leeds  & 
Northrup's  earnings  faster  than  its 
stock  price— and  got  a  tender  offer. 


Kuwait  Fund  Boss:  OPEC's  aid  to 
poor  lands,  says  Abdlatif  Al-Hamad, 
is  more  generous  than  the  West's. 


havoc  in  the  international  financial  sys- 
tem. He  dismisses  such  loans  as  "mis- 
management of  credits,"  caused  by 
"competitiveness  and  lack  of  demand 
in  the  banks'  own  traditional  markets." 
He  adds,  ominously:  "If  the  boat  is 
going  to  sink,  fortunately  we  happen 
to  be  on  the  upper  deck.  In  this  case, 
you  on  the  lower  deck  are  going  to 
get  wet  before  us."  ■ 


shook  up  L&N's  antiquated  attitudes 
and  took  a  few  risks.  He  put  in  com- 
puterized materials  management  to 
trim  inventories.  He  charged  custom- 
ers who  changed  product  specifica- 
tions, and  demanded  progress  pay- 
ments on  orders  over  $100,000.  "We 
lost  some  orders  that  way,"  he  says, 
"but  made  more  on  those  we  got." 

He  pushed  the  company's  plans  to 
make  its  own  computers  for  its  instru- 
ments and  controls  (instead  of  buying 
from  Xerox,  which  dropped  out  of  the 
business  a  year  later) .  And  he  encour- 
aged new  products,  such  as  a  sugar- 
sensing  device  that  is  not  yet  profit- 
able and  a  particle-size  analyzer  for 
use  in  everything  from  smokestacks 
to  factory  air,  which  should  be  very 
profitable  indeed. 

But  what  if  that  kind  of  success 
doesn't  lift  the  stock  price  enough  to 
frighten  Tyco  Labs  off— or  even  tempt 
it  to  raise  its  ante?  Well,  someone 
more  to  Kimball's  liking,  such  as  Cut- 
ler-Hammer, might  bid  still  higher; 
and  even  a  Tyco  takeover  wouldn't  be 
the  end  of  the  world.  "What  the  heck," 
says  Kimball  placidly.  "If  someone 
offers  the  right  price,  I'd  recommend 
that  the  shareholders  take  it."  ■ 
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Making  television  better  and  better. 

RCA  ColorTrak.  A  television  system  that  controls  picture  color  auto- 
matically, from  scene  to  scene,  channel  to  channel. 

A  set  that  increases  or  decreases  picture  brightness  all  by  itself  as 
room  light  changes. 

ColorTrak  results  from  bringing  together  diverse  skills  and 
experience  in  RCA.  Scientists  and  engineers  from  the  David  Sarnoff 
Research  Center  joined  our  divisional  engineering  and  production 
specialists  in  an  effort  to  produce  the  best  TV  picture  we've  ever  offered. 

After  only  two  years,  RCA  ColorTrak  was  born.  Along  with  the 
system's  automatic  color  control  came  the  added  benefits  of  greater 
cost  effectiveness  in  production  and  a  significant  reduction  in 
development  time.  Plus  a  highly  favorable  reception  in  the  marketplace. 


The  Control  Center  turns  the  TV  on  and  off,  changes  channels,  adjusts  volume,  color  and 
tint,  even  activates  time-and-channel  number  display. 


Basics. 


Concentrating  on  basics  has  made  us  a 
billion  dollar  company. 

Basics  like  water.  Crane  pollution  control 
equipment  treats  and  filters  municipal  drinking 
water.  It  removes  contaminants  from  the  process 
water  used  by  industry  and  utility  generating 


stations.  And  a  broad  range  of  Crane  pumps  a 
valves  move  fluids  and  control  their  flow. 

Basics  like  coal,  iron  ore,  limestone  and 
dolomite.  Crane's  mines  and  quarries  supply  the 
raw  materials  that  are  the  basic  ingredients  of 
steel.  The  quality  steel  our  CF&I  Steel  Corporate 


njrns 


The  foundation  of  Crane's  growth* 


jjjrns  into  products  used  by  the  petroleum, 
ransportation,  mining  and  construction  industries. 

Basics  like  air.  Virtually  every  commercial 
pt  and  military  transport  depends  upon  Crane's 
lomputerized  braking  system  for  landing. 
fCrane's  anti-skid  braking  system  will  be  aboard 


NASA's  future  space  shuttle. 

Basics  are  what  we're  all  about.  They  not 
only  have  put  us  at  the  center  of  American  industry 
they  have  made  us  a  growing  and  successful 
company.  Crane  Co.,  300  Park  Avenue,  New  York, 
New  York  10022. 


CRANE 

  ® 

Fluid  and  pollution  control/Steel/Building  products/ Aerospace  and  aircraft 


THERE  IS  A  WORD 

for  a  company  that 

PAYS  DIVIDEADS 
FOR  44  COASECUTIYE 

YEARS* 


W.  R.  Grace  &  Co.  has  recently  again 
increased  its  quarterly  dividend,  by  5.9%, 
to  the  annual  rate  of  $1.80.  In  fact,  Grace 
has  paid  a  dividend  every  year  since  1933. 
During  those  44  years  of  recognizing  the 
needs  of  its  stockholders,  the  dividend  has 
increased  20  times,  and  in  the  last  15  years 
has  grown  140%. 

These  figures  demonstrate  the  stamina  of 
the  company  and  its  earning  power.  During 
the  depression  of  the  thirties,  while  many 
companies  were  struggling  to  stay  alive, 
Grace  was  paying  dividends.  During  World 
War  II,  when  labor  and  materials  were  scarce 
and  profits  hard  to  come  by,  Grace  con- 
tinued to  pay  dividends. 

In  the  past  25  years,  Grace  has  sold  its 
steamship  business,  moved  its  entire  base 
of  income  and  earnings  from  one  continent 
to  another,  and  restructured  its  business 
mix  to  ensure  balanced  growth —never 
missing  a  dividend  in  the  process. 

Now,  Grace  is  one  of  the  nation's  leading 


chemical  companies.  A  growing  factor  in 
domestic  natural  resources:  oil,  gas  and 
coal.  And  a  tough  competitor  in  certain 
select  areas  of  the  consumer  marketplace. 

dependable.  That's  one  of  the  words 
upon  which  the  company  was  founded  122 
years  ago.  Today,  it's  still  a  key  operational 
word  of  this  3.6  billion  dollar  balanced 
enterprise. 

If  you  would  like  to  know  more  about  us 
and  how  our  dividends  grow,  write  for  our 
Annual  Report.  W.  R.  Grace  &  Co., 
Grace  Plaza,  1114  Avenue  of  the  Americas, 
New  York,  N.Y.  10036,  Dept.  F-12. 


DIVIDENDS  PAID  PER  SHARE 
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W.  R.  Grace  &  Co. 

GRACE 

Chemicals  •  Natural  Resources  •  Consumer  Products 
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Money  And  Investments 


The  Economy 


Worse  Is  Better 

Anyone  worried  about  the  impact  of  sky-high  oil  costs  on 
the  poorer  nations  around  the  world— and  on  the  banks 
that  have  lent  money  to  help  them  pay  for  their  oil- 
will  take  no  comfort  from  the  International  Monetary 
Conference  in  Tokyo  in  late  May.  Of  pious  hope  there 
was  plenty,  but  of  positive  action  nil. 

The  dramatic  shift  in  the  U.S.  balance-of -payments  cur- 
rent account— from  a  surplus  of  almost  $12  billion  in  1975 
to  a  likely  deficit  of  $10  billion  to  $12  billion  this  year- 
has  been  accompanied  by  a  no  less  dramatic  shift  in 
official  attitudes  on  what  to  do  about  it.  The  official  po- 
sition for  now  is:  Do  nothing.  "We  accept  that  shift," 
Treasury  Secretary  W.  Michael  Blumenthal  told  the  con- 
ference. Blumenthal,  to  be  sure,  added  the  hope  that  "we 
would  not  expect  the  deficit  to  continue  at  this  level  in- 
definitely." But  he  hoped,  too,  that  other  powerful  econ- 
omies—Japan, Germany,  Switzerland  and  the  Netherlands 
in  particular— would,  for  now,  be  equally  enthusiastic  about 
running  large  balance-of-payments  deficits  (or  at  least 
smaller  surpluses ) . 

Such  selflessness  would  be  of  considerable  help  to  the 
less  developed  countries.  To  the  extent  that  the  developed 
countries  are  able  to  buy  from  them,  the  LDCs'  own  pay- 
ments burdens  are  lightened.  And  such  selflessness  was 
precisely  the  goal  agreed  upon  by  the  developed  countries 
at  the  London  economic  summit  conference  last  month. 

Trade,  of  course,  is  not  the  only  way  to  lighten  the 
poorer  countries'  load.  Direct  and  indirect  investment  and 
foreign  aid  are  others.  But  for  most  developing  economies, 
trade  is  the  key  to  survival  and  growth,  and  prospects 


for  their  doing  better  will  depend,  to  a  considerable  ex- 
tent, on  the  developed  nations'  willingness  to  subordinate 
their  self-interest  to  the  good  of  others.  The  prospects, 
in  short,  are  bleak. 

Arnold  P.  Simkin,  senior  international  economist  at  Mer- 
rill Lynch  Economics  Inc.,  forecasts  that  Japan  is  likely 
to  increase  its  current-account-payments  surplus  to  $4.5 
billion  this  year  from  a  surplus  of  $3.7  billion  in  1976 
and  a  deficit  of  $700  million  in  1975.  Japan,  which  relies 
heavily  on  export  earnings,  is  hardly  likely  to  cut  back  ship- 
ments as  desired  by  other  countries.  Much  of  its  pay- 
ment to  foreigners  covers  the  cost  of  importing  technology, 
freight  costs  on  its  exports  and  interest  on  short-term  loans, 
Simkin  pointed  out.  Far  from  helping  the  less  developed 
countries,  such  payments  build  a  stronger  base  for  fu- 
ture sales  of  electronic  hardware,  photographic  equipment, 
steel  and  other  big  Japanese  exports. 

Even  as  Secretary  Blumenthal  was  in  Tokyo  making  his 
hopeful  comments,  Japan,  Germany,  Switzerland  and  the 
Netherlands  were  still  trying  to  cope  with  their  own  lack- 
luster economies.  Governments  with  sluggish  economies 
are  not  exactly  eager  to  accept  the  discipline— and  the  po- 
litical risks— involved  in  deliberately  holding  back  ex- 
ports to  help  foreign  countries.  Quite  the  contrary,  most 
can  be  counted  on  to  aid  their  own  economies  by  promot- 
ing aggressive  export  drives— selling  goods  at  substantial- 
ly less  than  domestic  prices  in  some  cases— in  order  to 
bolster  their  business  activity. 

To  the  extent  they  are  successful,  the  losers  will  be  the 
LDCs— and,  perhaps,  their  creditors.  ■ 
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Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

1  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

'  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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The  Bond  &  Capital  Mark 


Just  Give  Me  The  Facts,  Ma'am 

By  Ben  Weberman 

". . .  Look  at  what  has  been  happening  to  long-term 
rates.  Virtually  nothing  . . ." 


fm  popular  crime  show  in  the  early 
days  of  television  was  built  around 
actor  Jack  Webb's  low-keyed  search 
for  the  solution  of  crime  by  discard- 
ing extraneous  bits  of  evidence.  Week 
after  week  he  got  his  man  by  direct 
investigation.  No  diversions.  This  is 
a  lesson  investors  could  take  to  heart. 

So  much  has  been  written  since  late 
April  about  sharply  rising  interest 
rates  that  the  impression  has  been 
created  that  all  rates  of  return  have 
been  climbing.  Not  so.  Sure,  the  Fed- 
eral Reserve  has  been  tightening  cred- 
it in  this  period  because  money  sup- 
ply grew  at  an  amazingly  rapid,  to- 
tally unacceptable  rate  that  month. 
The  overnight  federal  funds  rate  was 
lifted  from  4%%  to  5%%,  a  move  of 
three-quarters  of  1%  in  just  over  one 
month.  Other  rates  on  very  short- 
term  debt,  such  as  commercial  paper 
and  certificates  of  deposit,  also  moved 
up  in  quick  sympathy. 

No  Change 

But  look  at  what  has  been  happen- 
ing to  long-term  rates.  Virtually  noth- 
ing. Corporate  giants  such  as  du 
Pont  or  General  Motors  can  still  raise 
long-term  funds  at  essentially  the 
same  interest  cost  as  at  any  time  since 
February. 

Yields  on  intermediate-term  and 
long-term  debt  securities  have  been 
stable  the  past  four  months  in  the 
face  of  events  that  should  have  had  a 
devastating  effect  on  them:  Inflation 
warning  signals  have  flashed  with  the 
frequency  of  the  great  light  off  Nan- 
tucket Shoals.  And  business  activity 
has  been  accelerating  enough  to  ere- 

Mr.  Weberman  is  economics  editor  of 
Forbes  magazine. 


ate  a  surge  in  credit  demand  that 
should  lift  borrowing  charges. 

Nevertheless,  the  facts,  just  the 
facts— as  Jack  Webb  would  have  put 
it— are  that  on  Feb.  1,  Treasury  7Jss 
of  2000  were  selling  at  102%2  to  yield 
7.67%.  On  June  2  the  same  issue  was 
trading  at  precisely  the  same  price.  In 
the  meantime,  the  three-month-bill 
yield  rose  from  4.65%  to  5%  at  the 
short  end  of  the  maturity  structure. 
The  popular  Treasury  8s  of  1986  ac- 
tually increased  in  price  between  the 
two  dates,  rising  from  104x%2  to 
104x%2  where  the  yield  is  7.33%. 

Gains  in  bond  prices  (reflecting 
slightly  lower  yields)  have  not  been 
confined  to  Treasury  issues.  The  $150- 
million  Michigan  Bell  Telephone  Co. 
triple-A  quality,  8Js%  debenture  was 
priced  earlier  this  month  for  public 
sale  at  99.707  to  yield  8.15%  to  ma- 
turity in  38  years.  This  was  a  lower 
yield  than  Pacific  Telephone  &  Tele- 
graph Co.,  a  Bell  subsidiary  of  similar 
quality,  had  to  pay  way  back  in  Feb- 
ruary. The  investor  who  took  a  posi- 
tion in  long-term  Bell  bonds  four 
months  ago  has  a  return  that  is  great- 
er by  0.15%  than  that  of  the  timid 
investor  who  waited  and  is  coming 
into  the  market  now. 

The  persistent  strength  of  inter- 
mediate-term and  long-term  issues  re- 
flects willingness  of  many  investors  to 
see  beyond  the  bad  inflation  news  in 
the  wholesale  and  consumer  price  in- 
dexes of  the  first  four  months  of  1977. 
What  the  bond  market  is  saying  is 
that  the  inflation  news  will  be  better 
over  the  balance  of  the  year. 

Furthermore,  the  demand  for  long- 
term  credit  remains  quiet.  Corpora- 
tions are  not  expanding  aggressively. 
The  U.S.  government  is  flush  with 
cash  revenues. 

The  Federal  Reserve  is  showing  a 
willingness,  as  I  write  this  column,  to 
stop  tightening  the  credit  screws.  Its 
objectives  in  tightening  are  being 
achieved.  Money  supply  has  steadied 
to  a  slow,  acceptable  rate  of  growth 
following  the  April  explosion. 

The  big  institutional  investors  re- 


main flush  with  money  that  must  be 
put  to  work.  Even  though  short-term 
interest  rates  have  risen  while  the 
long-term  yields  were  stable,  there  is 
still  considerable  incentive  to  seek 
longer-maturity  securities.  A  three- 
month  Treasury  bill  yields  5%,  but  a 
ten-year  note  carries  a  return  of 
7.33%  and  a  23-year  bond  generates 
7.67%  interest. 

Don't  Delay 

I  pointed  out  in  the  June  1  issue, 
and  previously  in  the  Mar.  1  issue, 
that  short-term  rates  should  firm  up 
during  1977  as  economic  expansion 
continues.  This  has  happened.  But 
the  supply  of  short-term  money  is  in 
good  balance  with  the  need  for  short- 
term  financing,  and  so  money  market 
rates  should  not  rise  much  from  the 
present  level  over  the  rest  of  the  year. 

As  for  long-term  bonds,  the  rate  of 
inflation  will  be  the  chief  influence  on 
their  prices  and  yields,  and  I  continue 
to  expect  the  public's  perceptions 
and  expectations  of  inflation  to  mod- 
erate. So  long-term  interest  rates  will 
trend  down  (and  their  prices  will 
trend  up)  over  the  balance  of  1977. 

This  means  that  best  results  should 
be  achieved  by  making  purchases 
now.  Little  or  nothing  is  to  be  gained 
from  delay. 

I  would  place  emphasis  on  the 
higher-quality  issues  because  differ- 
entials by  quality  are  relatively  nar- 
row. Treasuries  are  a  better  buy  than 
federal  agency  issues.  Aa-rated  utili- 
ties are  more  attractive  than  Baa- 
tagged  securities.  And  there  is  little 
incentive  to  invest  in  a  Baa-quality 
tax-exempt  bond  instead  of,  for  ex- 
ample, one  rated  Aa. 

Next  time  you  hear  that  such  and 
such  an  isolated  piece  of  news 
"proves"  that  inflation  is  heating  up 
again,  remember  what  Jack  Webb 
would  say— "Just  the  facts,  please, 
ma'am."  Fact:  The  Fed's  tightening 
of  short-term  credit  will  turn  out  to 
be  just  a  diversion  in  what  remains 
an  underlying  trend  toward  lower 
long-term  interest  rates.  ■ 
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U.S.  SAND  AND  GRAVEL  DEMAND 
billions  of  tons 


Projected  U.S.  Sand  and 
Gravel  Demand 
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Source:  U  S  Bureau  of  Mines 


Sand  and  gravel: 
Grounds  for  growth 


According  to  government  forecasts,  the 
demand  for  sand  and  gravel  will  con- 
tinue to  grow  for  decades.  Lone  Star 
Industries,  already  the  nation's  Number 
One  supplier  of  sand  and  gravel,  is  in  an 
excellent  position  to  meet  this  demand, 
because  of  our  extensive  reserves. 


RATES  OF  GROWTH— CONSTRUCTION  MATERIALS  OUTPUT 
INDEX  1947-1949  =100 
250 


You  can't  build  a  future 
without  cement. 

Most  sand  and  gravel— along  with 
other  aggregates  that  we  also  supply 
—is  mixed  with  portland  cement  for 
construction  purposes. .  and  Lone  Star 
is  also  the  Western  Hemisphere's  lead- 
ing producer  of  cement,  as  well  as  the 
top  producer  of  ready-mixed  concrete 


Source  U  S  Department  ol  Commerce 
Trends  by  least  squares  semi-log  lit 


Cement's  growth  rate  exceeds  that  of 
other  basic  building  materials;  cement 
demand  is  growing  steadily,  and  within 
three  years  demand  and  supply  will  be 
in  close  balance. 

Lone  Star  Industries: 
more  than  cement  and 
aggregates. 

Lone  Star  is  also  a  leading  supplier  of 
lumber,  building  materials,  tools,  and 
redecorating  supplies  to  both  profes- 
sional contractors  and  the  booming  do- 
it-yourself  market.  Sales  in  this  area  of 
business  have  tripled  in  just  five  years. 
With  the  forecast  for  growing  sand  and 


gravel  demand,  an  upturn  in  construc- 
tion, and  a  climbing  do-it-yourself  mar- 
ket, our  future  looks  good  all  around.  In 
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1976,  our  total  sales  and  earnings  hit  an 
all-time  high.  If  you'd  like  to  know  more 
about  us,  write  to  One  Greenwich  Plaza, 
Greenwich,  CT  06830  for  our  Annual 
Report. 
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Money  And  Investments 


Market  Comment 


Bogged  Down  In  Negatives 

By  Lucien  O.  Hooper 

". . .  In  spite  of  all  the  negatives,  I  feel  the 
optimists  have  the  better  of  the  argument . . ." 


^5  °  far  this 
stock  market  has  been  out  of  harmony 
with  the  trend  in  the  economy.  While 
a  considerable  number  of  stocks  have 
advanced,  more  have  declined  or 
done  nothing;  and  currently  all  the 
popular  averages  are  down.  There 
must  be  some  negative  factors  be- 
sides the  tired  old  ones— that  old  bug- 
aboo double-digit  inflation,  or  higher 
interest  rates  or  even  the  fear  of 
what  the  Carter  Administration  may 
do.  I  have  been  mentally  going  over 
the  list,  trying  to  identify  some  of  the 
less  obvious  reasons  for  the  lack  of 
enthusiasm  about  stocks. 

The  thought  that  bothers  me  most 
is  that  the  trend  in  earnings  and  di- 
vidends is  so  good  that  it  is  unlikely 
to  get  any  better.  So  investors  can't 
think  in  terms  of  recovery  from  reces- 
sion; instead  they  must  be  concentrat- 
ing on  a  possible  deterioration  in  the 
investment  climate. 

Another  minus  for  stocks  is  the  fact 
that  more  profits  can  be  obtained  by 
buying  bonds  than  stocks.  The  spread 
has  narrowed  some,  but  it  still  is  his- 
torically wide  in  favor  of  bonds.  Thus 
far  in  1977  we  have  had  more  divi- 
dend increases  than  in  any  year  I  can 
remember,  but  even  so,  few  stocks— 
outside  of  the  electric  utilities— yield 
as  much  as  7%.  Many  good  bonds  re- 
turn over  8%,  and  bonds  of  common 
stock  quality  are  offering  9%  or  more. 

The  steady  liquidation  of  glamour 
stocks  by  institutions  and  other  for- 
mer devotees  of  the  one-decision-stock 
philosophy  has  also  hurt  the  market, 
perhaps  more  than  any  other  single 

Mr.  Hooper  is  vice  president  of  the 
NYSE  firm  of  Thomson  ir  McKinnon 
Securities  Inc. 


factor— and  it  is  still  hurting.  The  pub- 
lic's willingness  to  buy  stocks  has  been 
restrained  by  the  constant  declines  in 
quality  issues  like  IBM  (247),  East- 
man Kodak  (57)  and  Procter  &  Gam- 
ble (75).  A  fundamentalist  like  my- 
self may  cheer  at  the  deflation  of  what 
he  regards  as  a  silly  idea  anyway,  but 
my  thinking  may  be  no  more  repre- 
sentative now  than  it  was  five  or  six 
years  ago  when  I  refused  to  go  along 
with  the  glamour  cult. 

Some  of  the  speculative  money 
which  would  normally  go  into  stocks 
has  been  going  into  real  estate.  Most 
people  who  have  bought  a  home  now 
have  a  profit— and  the  profit  has  been 
growing  for  the  past  six  months. 

Losing  Ground 

Finally,  there  is  the  negative  of 
hope  too  long  deferred.  Most  common 
stock  investors  so  far  in  1977  have 
either  been  losing  ground  or  just 
keeping  even.  Relatively  few,  unless 
they  are  invested  in  rail  shares  or  spe- 
cial situations,  have  been  making  any 
progress.  You  can  look  down  the  list 
and  find  more  stocks  that  have  de- 
clined or  made  little  progress  either 
way  than  issues  which  have  ad- 
vanced. Let's  face  it,  few  stocks  have 
done  as  well  as  Babcock  &  Wilcox 
(44),  Westinghouse  (20),  Royal 
Dutch  (57)  and  Union  Pacific  (55), 
while  many  have  done  as  poorly  as 
have  Crown  Zellerbach  (36),  Sher- 
win-Williams (32),  Franklin  Mint 
(14)  and  Burlington  Industries  (23). 

As  I  pointed  out  in  the  last  issue, 
this  is  the  time  of  year  when  old  tim- 
ers expect  better  things  of  the  mar- 
ket even  if  it  is  in  a  broad  down- 
trend. The  recent  weakness,  therefore, 
could  easily  be  the  prologue  to  a 
good  midsummer  rise.  I  find  it  almost 
impossible  to  be  bearish  when  stock 
prices,  in  relation  to  earnings  and  di- 
vidends, are  about  as  low  as  any  time 
in  25  years,  when  inflation  in  the 
U.S.  is  lower  than  in  almost  any  coun- 
try in  the  world,  and  when  there  is  a 
more  conservative  political  trend.  In 


spite  of  all  the  negatives  cited  here, 
I  still  feel  that  the  optimists  have  the 
better  of  the  argument. 

Two  high-income  stocks  that  ap- 
peal to  me  are  Texaco  (27)  and 
Carolina  Power  6-  Light  ( 24 ) .  Texaco 
pays  $2  to  return  7.4%,  should  earn 
around  $3.50  a  share  this  year  and 
has  paid  dividends  every  year  since 
1903.  Carolina  Power  &  Light,  paying 
$1.72  to  return  7.2%,  produces  most 
of  its  power  from  nuclear  materials 
and  coal,  serves  a  growing  area  and 
has  received  fair  treatment  on  rate 
requests. 

A  tame  but  appealing  investment 
is  Stanley  Works  (33).  It  is  currently 
in  its  101st  year  of  paying  dividends 
and  is  one  of  the  world's  best  known 
producers  of  tools  for  the  construction, 
industrial  and  consumer  markets.  The 
company  makes  the  standard  tools 
you  buy  at  the  local  hardware  store. 
Sales  last  year  were  $561  million  and 
are  projected  at  $650  million  for  1977. 
Last  year's  net  was  $3.44  a  share;  this 
year  around  $4  is  expected.  Stanley 
Works  has  7.9  million  common  shares 
issued,  with  a  debt  of  $83  million. 

inflation  Hedge 

In  spite  of  several  assets— the  resi- 
dential building  boom,  high  lumber 
prices  and  the  belief  that  growing 
timber  is  one  of  the  best  hedges 
against  inflation— the  shares  of  three 
large  forest  products  companies  are 
down  almost  $3  billion  since  the  first 
of  the  year.  Weyerhaeuser  is  off  from 
46  to  around  35,  or  $1.4  billion  on  the 
127.1  million  shares  issued.  Interna- 
tional Paper  is  off  $748  million,  from 
69  to  53,  on  46.7  million  shares,  and 
Georgk-Pacific  is  off  about  $805  mil- 
lion, from  38  to  30  on  100.6  million 
shares.  In  the  meantime  Kimberly- 
Clark  and  Mead  are  down  compara- 
tively little.  I  think  Weyerhaeuser  will 
reward  those  who  buy  it  now.  There's 
probably  no  better  way  to  buy  timber 
property,  and,  in  spite  of  what's  hap- 
pened in  recent  years,  there's  no  bet- 
ter hedge  against  inflation.  ■ 
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ANNOUNCING  a  whole  new  series  off  Special  Stock  Selectors 
now  updated  weekly  in  The  Value  Line  Survey.  FOR  EXAMPLE: 

STOCKS  PRICED  BELOW 
NET  WORKING  CAPITAL 

And  at  discounts  up  to  65%  off  tangible  book  value 


These  are  very  special  situations- 
something  like  cash  at  a  discount. 
The  per-share  liquidating  values  of 
these  stocks  are  greater  than  their  re- 
cent market  prices. 
A  company's  net  working  capital  is 
the  current  assets  (cash  and  equiv- 
alents) that  would  remain  if  ALL  lia- 
bilities and  preferred  stock  were  to  be 
retired. 

Of  1650  stocks  under  review  by  The 
Value  Line  Investment  Survey,  we  now 
pinpoint  32  stocks— including  some 
big  names— currently  selling  below  net 
working  capital  per  share  (Value  Line 
May  27). . .  and  as  much  as  62%  below 
tangible  book  value  per  share. 

SPECIAL  STOCK  SELECTORS 

The  list  of  stocks  in  the  above  cat- 
egory will  come  to  you  automatically 
under  the  offer  below. . .  along  with 
several  other  Special  Stock  Selectors 
now  updated  every  week  in  the  ex- 
panded Value  Line  Survey,  including: 
HIGHEST  YIELDS— The  100  stocks 
(among  1650  under  regular  review) 
offering  the  highest  yields,  based  on 
estimated  dividends  in  the  next  12 
months.  The  yields  currently  range 
from  10.4%  to  8.0%  (Value  Line  May 
27). 

HIGHEST  APPRECIATION  POTEN- 
TIAL—The  100  stocks  offering  the 
highest  3-  to  5-Year  Appreciation  Po- 
tential, based  on  estimated  earnings 
and  P/E's  in  that  future  span.  The 
potentials  currently  range  from  350% 
to  250%  (Value  Line  May  27).  CAU- 
TION: some  of  these  stocks  are  very 
risky. 

MOST  TIMELY  STOCKS— The  100 

stocks  currently  ranked  1  (Highest) 
and  the  300  ranked  2  (Above  Aver- 
age) by  Value  Line  for  Probable  Price 
Performance  in  the  Next  12  Months— 
relative  to  all  1650  stocks  under  re- 
gular review. 

CONSERVATIVE  STOCKS— 

The  stocks  ranked  1  (Highest)  and  2 
(Above  Average)  for  Safety— relative 
to  all  1650  stocks. 

STOCKS  AT  DISCOUNTS  FROM 
LIQUIDATING  VALUE— as  explained 
above. 

BEST  PERFORMING  STOCKS— The 

50  or  so  stocks  that  have  gone  up 


most  (or  down  least)  in  price  over  the 
last  13  weeks.  The  best  performances 
currently  range  from  +89%  to  +29%. 
WORST  PERFORMING  STOCKS- 
The  50  or  so  stocks  that  have  gone 
down  most  (or  up  least)  in  price  over 
the  last  13  weeks.  The  worst  perfor- 
mances currently  range  from  -70% 
to  -18.5%. 

YOU  GET  ALL  THIS,  TOO 

In  addition  to  these  Special  Stock 
Selectors,  every  week— for  EACH  of 
1650  stocks— Value  Line's  weekly  Sum- 
mary &  Index  shows  the  current  rat- 
ings/measurements for  Price  Perfor- 
mance, Safety,  Yield,  Long-Term  Ap- 
preciation, P/E  Ratio,  Beta. . .  plus 
earnings  and  dividend  data,  past  ac- 
tual and  future  estimated. 
Every  week  you  also  receive  new  full- 
page  Ratings  &  Reports  on  about  125 
stocks,  updating  and  replacing  pre- 
vious reports  on  the  same  stocks. 
During  a  13-week  cycle,  new  reports 
like  this  are  issued  on  all  1650  stocks. 
The  Ratings  &  Reports  include  de- 
tailed price/volume  charts  and  22  se- 
ries of  vital  statistics  going  back  15 
years  and  estimated  3  to  5  years 
ahead.  Filing  takes  less  than  a  minute 
a  week.  All  this  material  is  so  orga- 
nized in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

PLUS  THESE  2  BONUSES 

You  receive,  as  a  bonus,  Value  Line's 


2000-page  Investors  Reference  Ser- 
vice including  our  latest  full-page  Rat- 
ings &  Reports  on  each  of  1650  stocks 
—and  systematically  updated  by  new 
Reports  in  the  weeks  ahead. 


You  also  receive  the  64-page  book, 
Investing  in  Common  Stocks.  This  lit- 
tle "classic"  by  Arnold  Bernhard,  Val- 
ue Line's  founder  and  research  chief, 
reveals  methods  of  stock  evaluation 
and  portfolio  management  that  took 
decades  to  develop.  This  book  is 
YOURS  TO  KEEP  even  if  you  return 
the  other  material  under  our  full  mon- 
ey-back guarantee. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  com- 
plete Value  Line  Investment  Survey 
(with  30-day  money-back  guarantee) 
for  the  next  10  weeks  for  only  $29— 
about  HALF  the  regular  rate— provid- 
ed no  member  of  your  household  has 
had  a  Value  Line  subscription  in  the 
last  two  years.  Fill  in  and  mail  the 
coupon  today. 


a  The  Value  Line  Investment  Survey 


Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  Street  •  New  York,  N.Y.  10017 

□  Begin  my  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household 
every  two  years)  and  send  me  the  two 
bonuses  listed  above.  Check  for  $29  is 
enclosed.  (Trial  subscriptions  must  be  ac- 
companied by  payment.) 
SPECIAL  EXTRA  BONUS 
This  famous-make  pocket-size  I 
ELECTRONIC  CALCULATOR  I 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $285.  M  y  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Bill  me  for  $285.  (Does  not  include  the 
calculator.) 
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SIGNATURE 

NAME  (please  print) 

ADDRESS 

APT.  NO. 

CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able. Foreign  rates  on  request.  (NY  residents 
add  sales  tax.) 


Money  And  Investments 


Venture  Capital 


{^areful  students  of  tea  leaves  and 
the  entrails  of  sacrificial  goats  per- 
ceive a  trend.  The  over-the-counter 
market  is  coming  back  and  with  it, 
just  maybe,  the  new  issues  market. 
With  the  Big  Board  in  the  doldrums, 
the  evidence  of  the  comeback  in  new 
issues  is  not  overwhelming.  But  it  is 
there,  and  welcome  as  a  crocus  in  Si- 
beria to  long-locked-in  venture  capi- 
tal investors. 

To  put  this  in  perspective:  The 
new  issue  market  was  the  final  link 
in  the  chain  that  kept  venture  money 
churning.  When  new  issues  virtual- 
ly disappeared  in  1974,  venture  in- 
vestors found  themselves  stuck  not 
only  with  their  failures  (they  were 
used  to  that),  but  with  their  successes 
as  well.  By  definition,  the  successes 
were  growing  fast;  they  needed  more 
capital  and  the  venture  capitalists 
were  hard  pressed  to  find  it,  let  alone 
free  old  capital  for  new  investments. 

The  answer  they  came  up  with  was 
to  sell  or  merge  their  companies  with 
the  only  buyers  of  companies  left 
around— most  often  "diversified"  larg- 
er companies.  For  most  venture  capi- 
talists, selling  growth  companies  to 
humdrum  conglomerates  wasn't  their 
style.  As  for  the  conglomerates— or 
semiconglomerates  when  push  came 
to  shove— they  were  nervous  with  high- 
technology  companies  and  found  it 
hard  to  pay  a  higher  multiplier  for  a 
growth  company  than  their  own  lack- 
luster shares  commanded  in  the  mar- 
ket. It  was  a  poor  match. 

Thus  this  new  greening  of  the 
o-t-c  market  and  the  successful  sale 
of  a  few  new  venture  style  issues  to 
the  public  is  important. 

How  solid  is  the  comeback?  As 
evidence,  prices  on  the  NASDAQ 
market  are  up  about  10%  from  a 
year  ago.  The  same  is  roughly  true 

Mr.  Murphy  heads  a  venture  capital  firm, 
Partnership  Dankist,  Stamford,  Conn. 


Is  It  Spring  — 

Or  Just  January  Thaw? 


By  Thomas  P.  Murphy 

. .  This  new  greening  of  the  o-t-c  market  and 
the  successful  sale  of  a  few  new  venture 
style  issues  to  the  public  is  important . . ." 


of  the  Amex.  In  the  same  time  pe- 
riod, prices  have  gone  exactly  no- 
where on  the  Big  Board.  While  vol- 
ume on  both  of  the  senior  markets  is 
off,  it  is  up  on  the  o-t-c  market. 

Gleeful  o-t-c  brokers  make  no  bones 
over  the  reason  for  the  increases: 
They're  happy  to  tell  you  that's  where 
the  bargains  are.  It  is  also  where  the 
profits  are  for  brokers,  and  where  the 
institutions,  with  their  negotiated 
commissions,  are  not. 

Speculative  Swings 

Clearly,  too,  some  of  the  o-t-c  ac- 
tion is  just  that— action.  Many  of  the 
crap  shooters  are  drifting  back  after 
their  fling  with  options  and  pork  belly 
futures,  and  they  are  rediscovering 
how  exciting  a  swing  on  the  o-t-c 
can  be.  Leading  the  Up  list  for  April, 
for  instance,  was  a  company  called 
Century  Greetings  that  went  from  63 
cents  to  $2  bid,  and  another,  Ragen 
Precision,  from  $2.75  to  $7.  On  the 
Downside,  Originala  plummeted  from 
$1.13  to  38  cents  and  Advanced  Pat- 
ent Technology  from  $3.50  to  $1.50. 

Wild  swings  of  thinly  traded  stocks 
are  nothing  novel  on  the  o-t-c.  What 
is  new  is  that  handful  of  new  issues, 
venture  style,  that  are  being  sold  to 
the  public. 

One  of  them,  Tesdata,  is  typical  of 
venture-capitalist-backed  companies 
that  seem  to  have  made  it.  Tesdata 
was  a  1970  startup  that  makes  com- 
puter testing  equipment.  Among  the 
venture  capital  firms  backing  it  was 
Sprout,  the  Donaldson,  Lufkin  &  Jen- 
rette  venture  pool.  Tesdata  grew  from 
$2.1-million  sales  and  $27,000-prof- 
its  in  1972  to  $10  million  last  year 
with  profits  of  $1.3  million.  Sprout 
did  all  right.  Some  of  the  stock  it  sold 
for  $12  cost  $2.14  per  share  and  as 
low  as  $1  a  share. 

Despite  this  growth  record,  the 
pricing  of  Tesdata  was  far  from  rich 


—the  issue  was  sold  to  the  public  at 
nine  times  last  year's  earnings.  The 
two  underwriters  who  brought  it 
public,  Alex.  Brown  &  Sons  of  Balti- 
more and  Hambrecht  &  Quist  of  San 
Francisco,  are  among  the  few  invest- 
ment bankers  in  the  country  who  both 
could  and  would  launch  a  good,  small- 
er company  in  the  public  market. 
The  offering  raised  $8.3  million. 

More  venturesome,  but  much  small- 
er in  size  (a  $1.2-million  offering) 
was  the  launching  of  Intertechnology/ 
Solar  Corp.,  a  Virginia-based  manu- 
facturer of  solar  hardware  with  $1.2 
million  in  sales.  The  issue  originated 
with  Muller  &  Co.,  a  smallish  New 
York  firm,  and  took  more  than  ordi- 
nary ingenuity  to  sell.  Among  other 
things,  Muller  advertised  the  prospec- 
tus in  magazines  read  by  solar-energy 
buffs.  Nearly  500  bought  some  stock. 
Still,  Muller  had  to  turn  to  a  half 
dozen  Denver  brokers,  who  have  de- 
veloped a  lively  market  for  solar-en- 
ergy-related new  issues,  to  help  place 
the  rest.  The  buyers,  so  far,  have  no 
complaints.  The  issue  was  oversub- 
scribed—and was  trading  at  $9  bid 
recently,  a  fat  premium  over  its  $5 
issue  price  in  March. 

If  these  early  crocuses  are  harbin- 
gers of  spring,  then  a  rush  will  be  on 
to  sell  new  issues.  There  must  be  doz- 
ens of  new  issues  sitting  in  brokerage 
offices  waiting  for  a  "window"— the 
term  investment  bankers  use  to  de- 
scribe the  kind  of  mood  that  makes  the 
public  willing  to  take  a  chance  on 
the  stock  of  a  small  company.  Some 
companies  have  been  waiting  a  long 
time  for  that  window  to  open,  watch- 
ing the  expensive  legal  and  account- 
ing work  that  goes  into  a  prospectus 
grow  stale.  There  is  no  potential  short- 
age of  new  issues.  But  will  there  be 
buyers?  Sometimes  crocuses  foretell 
spring.  At  other  times  it  is  just  a  Jan- 
uary thaw.  ■ 
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lliuukymi. 
Holiday. 


Knowing  that  our  subscribers 
snjoy  Holiday  makes  us  happy. 
When  they  tell  us  about  it  and 
what  they  like,  it  gives  us  in- 
centive to  exceed  their  ex- 
pectations. We'd  like  to 
share  some  of  their  com- 
nents-to  tell  you  a  little  more 
about  us.  In  their  words. 

We  think  you'll  share  their 
enthusiasm  when  you  read 
.Holiday.  We're  so  pleased, 
we're  making  a  special  sub- 
scription plus  a  Dining  Guide 
bonus  offer  for  only  $5.95.  Just  fill 
out  the  coupon  and  send  in  for 
your  special  offer  today. 


I  ^£With  all  the  commotion  about 
|  ••climbing  travel  costs  . . .  even 
|<a  trip  to  the  West  Coast  seemed 
|out  of  our  budget.  Holiday  Shop- 
per saved  my  vacation  plans  and 
budget.  It's  still  possible  to  get 
a  bargain  on  food,  accommoda- 
tions, and  fares.  You're  a  life  and  A  A 
money  saver.  s  s 

A.  Bergman 
Atlanta,  Ga. 


££Just  looked  at  the  fake  condominium  photos,  and 
"•am  amazed  at  the  combination  of  architecture  and 
gorgeous  location.  Please  show  more.  It  makes  daydream- 
ing about  my  second  home  even  more  pleasant.  Someday 
I'll  send  you  a  photo  from  the  inside.  A  A 

Mrs.  A.  Wagner  x  ✓ 

Peru,  Ind. 


£jL I  discovered  wine  can  be  fun 
••as  well  as  make  the  meal.  No 
more  getting  lost  In  the  racks  of 
reds.  A  toast  toA^ 


Holiday! 


J.  Rtenecker 
New  York,  N.Y. 


££Leo  Rosten's  3:10  to  Any- 
•  •  where  was  even  more  en- 
tertaining than  you  had  promised. 
Thanks  again  to  the  Bookshelf  for 
another  one  I  just  couldn't  A  A 
put  down  until  finished.      7  s 
J.  H.  Smith 
Bakersfield,  Calif. 
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jthe  tip. 


.  .  .  we  had  to  do  some  footwork  but  we  found  an 
irresistible  Becker  antique  clock.  Thanks  for  A  A. 

t.  Montgomery 
Falls  Church,  Va. 


enjoy  Holiday  not  only  for  the  variety  but  also  for 
! ••inside  information  on  travel.  You  give  your  reader  a 
i  total  view,  one  that  is  colorful  and  pragmatic.  Where  to 
go,  what  to  see,  what  to  expect,  to  pay,  to  wear,  to  buy  . . . 
Even  if  you're  just  an  armchair  traveler,  the  vacation^  A, 


It's  nice  to  know  you 
can  get  almost  any 
travel  information  you  want 
from  Holiday.  There's  one 
problem-you  make  It  too  easy. 
The  variety  makes  it  difficult  for  me 
to  limit  my  selection.  Maybe  I  should,, 
just  send  for  all  the  brochures.  A  A 
R.  James  ^  * } 

Reading,  Pa. 

££Your  article  on  the  monokin|| 
••beaches  was  enlightening  but 
not  too  surprising.  The  look  Is  so  well  accepted  in  France, 
hardly  anyone  pays  the  topless  bather  much  attention,  i 
even  managed  to  "bare"  with  the  fashion  after  read- A  A 
ing  your  article.  Thanks  for  the  timely  tip. 
Ms.  C.  Jackson 
Chicago,  III. 


Remember,  a  subscription  to  Holiday  is  a  thoughtful 
gift  that  lasts  all  yean 

■HHMBHHHHHMBMBH 

HOLIDAY  H3U 

1100  Waterway  Blvd.,  P.O.  Box  1144,  Indianapolis,  lnd.46206 

I  want  to  share  the  world  your  readers  have  discovered 
through  Holiday  Magazine.  Plus  the  special  bonus  offer, 
the  Holiday,  Guide  to  Fine  Dining. 

Print  Nflwa  


is  a  joy. 


K.  Cavanaugh 
Milwaukee,  Wis. 


Address. 
City 


It's  a  veritable  gourmet  guide  to  paradise.  I  travel 
••extensively,  and  always  look  forward  to  sampling  the 
specialties  recommended  in  your  Dining  Guide.  Your  con- 
noisseur is  infallible.  I've  never  been  disappointed. AA 

Miss  J.  Baker  7  x 

San  Rafael,  Calif. 


Q  1-Year    □  2- Year    □  3-Year 
$5.95  $9.95  $12.95 

□  Check  or  money  order  enclosed 

□  BankAmericard 

Credii  card  number  


.State. 


.Zip. 


□  New    □  Henewai 

□  Bill  me 

□  Master  Charge 
 Expiration  date  


If  Master  Charge,  enter  A-digit  tnterbank  number.. 
Signature. 


In  Canada,  add  an  extra  $1.00  per  year  per  subscription  for  postage;  in 
all  other  countries  add  $1.50. 
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Commodities 


Back  In  Style 

By  Stanley  W.  Angrist 

". . .  The  U.S.  [could]  have  the  lowest  carryover  of  cotton  at 
the  end  of  the  current  crop  year  since  the  Korean  War . . ." 


t  has  become  increasingly  difficult 
in  recent  weeks  to  find  trades  that 
appear  to  have  rewards  worth  the 
risks  that  speculators  are  being  asked 
to  bear.  Unless  you  are  a  stargazer 
and  are  going  to  be  up  all  night  any- 
way, who  wants  to  have  a  position  in 
beans,  bellies,  cocoa  or  coffee  when 
they  seem  determined  to  hit  their  lim- 
its at  least  once  each  day?  But  do  not 
despair— I  believe  the  markets  offer  a 
couple  of  opportunities  to  those  of  us 
who  do  not  have  cast-iron  stomachs. 

Supply-demand  statistics  for  U.S. 
cotton  show  a  tight  balance  develop- 
ing through  the  final  quarter  (May- 
July)  of  the  1976-77  crop  year,  which 
ends  on  July  31.  Just  how  tight  the  sit- 
uation becomes  will  be  determined  by 
how  much  cotton  moves  into  export 
channels  in  coming  weeks.  If  exports 
continue  at  the  rate  seen  during  the 
preceding  nine  months,  the  U.S.  will 
have  the  lowest  carryover  of  cotton  at 
the  end  of  the  current  crop  year  since 
the  Korean  War.  The  best  index  to  the 
tightness  of  cotton  supplies  at  this  time 
is  the  July  futures  contract.  But  more 
of  that  later.  First  let's  look  at  the 
cotton  crop  outlook. 

High  Prices 

Cotton  farmers  this  winter  and 
spring  have,  no  doubt,  spent  some 
time  following  cotton  prices  quite 
closely.  They  have  increased  their  in- 
tended acreage  for  cotton  for  the  1977 
crop  year  by  2  million  acres,  to  13.7 
million,  or  about  17%  more  than  last 
spring's  acreage.  Over  1%  of  the  in- 
crease will  be  in  Texas  and  Oklahoma. 
Given  the  relatively  high  price  of  cot- 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


ton  vis-a-vis  the  feed  grains  grown  in 
those  states,  it  is  no  wonder  that  south- 
western farmers  are  expanding  their 
cotton  acreage. 

How  much  cotton  this  expanded 
acreage  will  produce  depends  on 
what  the  yield  per  acre  turns  out  to 
be.  The  chart  below  shows  how  rela- 
tively small  changes  in  yield  can  in- 
fluence the  available  cotton.  Some  ob- 
servers, including  those  at  the  U.S. 
Department  of  Agriculture,  have  esti- 
mated a  cotton  crop  for  this  year  of 
about  12.2  million  bales. 

Stocks  at  the  beginning  of  this  sea- 
son (Aug.  1,  1976)  were  3.7  million 
bales,  with  farmers  bringing  in  a  crop 
of  10.6  million  bales  to  give  a  total 
supply  of  14.3  million  bales.  Ex- 
ports will  probably  total  around  4.7 
million  bales,  domestic  consumption 
about  6.8  million  bales.  Consumption 
is  expected  to  fall  below  last  year's 
7.3  million  bales  due  to  a  number  of 
factors:  a  sluggish  economy  in  late 
1976,  relatively  high  cotton  prices, 
competition  from  man-made  fibers  and 
larger  textile  imports.  Estimating  do- 
mestic consumption  at  a  very  conser- 
vative 6.8  million  bales  (it  could  easily 


COTTON  PROSPECTS 

Relatively  small  changes  in  yield 
per  acre  of  cotton  can  have  a  big 
impact  on  total  production. 


PLANTED 
COTTON 
ACREAGE 
(Estimated) 


BALES 
(MILLIONS)  14- 


•Per  harvested  acre, 
assuming  normal  abandonment 

Source:  USDA 


hit  7.2  million)  would  leave  a  carry- 
over of  2.8  million  bales,  which  is  the 
lowest  carryover  figure  since  1952. 

Furthermore,  U.S.  cotton  exports 
could  easily  exceed  the  estimated  4.7 
million  figure  that  some  cotton  analysts 
have  used  in  their  calculations.  The 
USDA  recently  raised  its  estimate  to 
4.9  million  bales.  The  cotton  grape- 
vine (try  to  picture  that)  says  that 
India  and  Hong  Kong  need  more  cot- 
ton. If  additional  demand  does  devel- 
op from  these  heavy  users,  the  carry- 
over could  plunge  even  lower. 

Stop  Your  Risk  At  100 

With  planting  intentions  for  cot- 
ton acreage  up  and  current  supplies 
down,  regular  readers  of  this  column 
should  immediately  envision  a  trading 
situation  that  cries  out  for  a  spread 
that  cuts  across  crop  years.  And  there 
are  two  that  appear  to  be  promising. 

The  first  trade  involves  buying  July, 
which  is  technically  the  last  futures 
contract  of  the  current  crop  year,  and 
selling  December,  which  is  the  first 
futures  contract  offered  after  all  of  the 
crop  is  harvested.  Because  this  spread 
cuts  across  crop  years,  it  is  extremely 
volatile.  In  November,  July  went  to  a 
premium  over  December  of  1,400 
points.  Late  in  May  it  was  under  300 
points.  (Each  point  in  cotton  is  worth 
$5.)  I  would  risk  no  more  than  100 
points  ($500)  on  this  spread,  but  I 
have  no  trouble  in  seeing  it  touch 
1,000  points  again,  which  would  be  a 
$3,500  profit  on  $1,000  margin. 

A  more  conservative  approach 
would  be  to  buy  the  October  and  sell 
the  December  contract,  with  October 
no  more  than  200  points  premium  over 
December.  Again,  I  would  not  risk 
more  than  100  points  on  the  trade. 
This  spread  could  touch  a  500-point 
premium  for  October  for  a  $1,250 
profit  per  spread. 

These  spreads  are  not  risk  free,  and 
it  would  be  sheer  folly  to  take  on 
either  one  without  a  firm  exit  point 
in  mind  should  cotton  ultimately  go 
the  wrong  way.  ■ 
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IntroducingTIME  EuroExecutive 


A  special  edition  addressed  exclusively  to  the 
Executive  Market  of  Europe. 

TIME  EuroExecutive  is  the  first  demographic 
advertising  edition  ever  published  in  Europe. 

It  will  he  distributed  to  85,000  top  executives 
in  business,  the  professions  and  government. 

These  decision  makers  are  members  of  TIME'S 
subscribing  executive  households,  and  every  one 
of  them  was  selected  individually  by  census. 

You  can  now  talk  to  them  in  TIME  EuroExecu- 
tive at  an  extraordinarily  low  cost:  $3,750  per  b&w 
page.  And  that's  a  cost  of  $42  per  thousand 
executives. 

Not  only  that.  There's  a  way  to  make  the  effec- 
tive cost  even  lower.  Matching  pages  in  TIME  Top 


Management  in  the  U.S.  will  earn  a  5%  discount  in 
both  editions. 

TIME  EuroExecutive  is  available  every  other 
week  and  well  within  the  range  of  the  limited 
budget  advertiser,  as  you  can  see. 

For  complete  information  on  how  this  new 
edition  can  best  serve  you,  get  in  touch  with  your 
local  TIME  representative. 


TIME 

EuroExecutive 

for  multinational  marketing 


HALF  PRICE  OFFER!! 

INVESTORS  INTELLIGENCE 

FOR  ONE  FULL  YEAR 
AT  50%  OFF!  ! 

Yes!  receive  26  complete  full  issues  of  the 
world  famous  INVESTORS  INTELLIGENCE,  first 
class  mail  every  other  Friday,  at  one  half  the 
regular  annual  subscription  rate. 

The  editors  of  INVESTORS  INTELLIGENCE 
have  convinced  the  publishers  that  in  order  to 
obtain  greater  exposure  and  increase  circulation, 
the  price  of  INVESTORS  INTELLIGENCE  should 
be  reduced  for  a  limited  time  to  only  $36.00 
per  year. 

Now.  with  the  market  In  a  potential  buying 
area  it  will  pay  you  to  take  a  look  at  the  much 
quoted  INVESTORS  INTELLIGENCE  and  familiar- 
ize yourself  with  Its  many  features.  Here  are 
some  of  the  stock  market  areas  that  will  help 
you  in  your  investment  decisions: 

•  Carefully  selected  quotes  from  the  leading 
investment  services. 

•  The  oft-quoted  Sentiment  Index  based  on 
the  number  of  bulls  and  bears  among 
investment  services. 

•  Technical  Interpretations  of  the  DJIA. 

•  Stock  recommendations. 

•  Significant  "Insider"  transactions. 

•  Percent  of  stock  above  their  10-week  and 
30-week  moving  averages. 

•  Market  Monev  Flow  Index. 

•  Leading  Money  Flow  stocks. 

Just  send  your  check  for  $36.00  today  with 
the  coupon  below  to  start  receiving  your 
INVESTORS  INTELLIGENCE  on  the  next  publi- 
cation date  Send  to: 

INVESTORS  INTELLIGENCE 

2  East  Avenue,  Dept.  F-60 
Larchmont,  N.Y.  10538 


Please  Print 


Name_ 


Address. 
City  


State. 


_Zip_ 


NYC  add  8%,  NVS  add  area  tax. 
PLEASE  SEND  CHECK  WITH  ORDER.  NO  BILLING. 
I  J 
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UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  35  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  July  1,  1977  to 
shareholders  of  record  at  the 
close  of  business  June  10,  1977. 

R.  E.  FONVILLE 
Secretary 

Dallas,  Texas 
May  20,  1977 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


Bear  Market? 

By  Heinz  H.  Biel 


"The  sales  totals  for  U.S.  industry 
were  staggeringly  impressive  last 
year:  The  top  500  companies  on  the 
Forbes  list  showed  aggregate  sales 
volume  of  $1.3  trillion,  11.6%  above 
the  $1.1  trillion  figure  for  the  top 
500  companies  of  the  year  before. 
Perhaps  the  most  awesome  measure 
of  the  economy's  girth  was  that  bil- 
lions of  dollars  no  longer  sufficed  as 
a  description  of  its  size." 

—Forbes  Annual  Directory, 
May  15, 1977 

Yes,  the  numbers  are  staggeringly 
impressive,  and  it  is  awesome  to 
have  to  use  trillions  instead  of  bil- 
lions. Frankly,  it  scares  me.  I  remem- 
ber only  too  well  a  year  (1923) 
when  thousands  became  millions,  mil- 
lions became  billions  and  billions  be- 
came trillions.  That  was  in  post-World 
War  I  Germany.  It  isn't  that  bad  here, 
but  what  has  happened  to  the  dollar 
in  the  past  decade,  not  to  mention 
since  the  Thirties,  is  very,  very  serious. 

Impressed  By  Numbers 

To  be  sure,  there  has  been  real 
growth  in  this  country  over  the  years. 
Our  population  has  grown  by  over 
60%  in  the  past  four  decades,  and  our 
standard  of  living  has  greatly  im- 
proved, but  the  numbers  have  grown 
at  a  far  steeper  rate.  Wall  Street,  it 
seems  to  me,  has  paid  far  too  much 
attention  to  the  sheer  numbers.  If  you 
have  been  wondering  why,  last  year 
and  again  this  year,  some  of  the  most 
highly  esteemed  growth  stocks  have 
been  clobbered  so  badly  in  the  stock 
market,  one  of  the  main  reasons  is  that 
investors  are  finally  beginning  to  wake 
up.  Now  they  examine  growth  rates 
and  adjust  them  to  reflect  the  impact 
of  inflation. 

Any  company  whose  sales,  profits 
and  dividends  have  grown  by  less 

Mr.  Biel  is  a  senior  vice  president  of  the 
NYSE  firm  of  Hoppin,  Watson  Inc. 


than  80%  in  the  past  ten  years  is  sta 
nating  or  even  falling  behind.  Di 
ing  this  period  the  inflation  rate, 
reflected  in  the  consumer  price  inde 
has  averaged  over  6%.  At  present 
has  soared  again  to  nearly  10%.  Infl 
tion  is  getting  worse,  not  better.  Doi 
have  any  illusions  on  that  score, 
long  as  this  country  tolerates  $50-b 
lion-to-$60-billion-a-year  deficits.  E 
spite  good  intentions,  President  Cs 
ter  cannot  and  will  not  balance  t 
budget  by  1980. 

What  does  all  this  mean  to  the  i 
vestor?  Assume  an  8%  inflation  ra 
and  take  a  company  with  an  earnin 
growth  of,  say,  13%-IBM,  for  i 
stance.  Obviously,  the  actual  grow 
rate  is  only  5%,  provided  that  depi 
ciation  charges  are  adequate,  whi 
in  times  of  sharply  rising  replaceme 
costs  may  often  not  be  the  case, 
goes  without  saying  that  the  pric 
earnings  ratio  must  be  a  great  d< 
lower  if  we  apply  a  5%  rather  than 
13%  growth  rate.  Also,  care  must 
taken  not  to  mistake  cyclical  variatio 
for  growth  or  lack  of  growth. 

When  the  Dow  Jones  industr 
stock  average  recently  slid  below  t 
900  level,  some  market  analysts  wt 
quick  to  predict  a  further  decline 
800  or  thereabouts.  If  this  shot 
happen,  it  would  be  a  20%-p! 
plunge  from  last  year's  high  of  10 
That  is  severe  enough  to  be  calle 
bear  market. 

Distortions 

I  don't  expect  things  to  get  t 
bad.  The  market  averages  distort 
picture   because   of   the  contin 
process  of  realigning  P/E  ratios  to 
fleet  the  effect  of  inflation,  mal 
things    look    worse   than  they 
Stocks  of  hundreds  of  companies  tl 
also  "grow,"  but  whose  P/E  ral 
never  rose  to  premium  levels  ( for  1; 
of  institutional  interest  or  other  n 
sons ) ,  suffered  very  little  price  det 
oration.  It  is  significant,  too,  that 
utilities  as  well  as  the  transportati| 
stocks  have  not  "confirmed"  tbe  do1 
ward  trend  of  the  industrials. 

Barring  such  calamities  as  Con  Ei 
dividend  omission  three  years  ago, 
fuel  problems,  or  adverse  regulatd 
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Stock  Comments 


cisions,  prices  of  utility  stocks  are 
etty  much  geared  to  long-term  in- 
'est  rates.  Although  money  rates 
ve  been  firmer  lately,  partly  be- 
use  of  the  banks'  desire  to  boost 
sir  earnings  by  raising  their  prime 
iding  rate  (which  doesn't  increase 
3  loan  business,  but  lifts  profits  on 
isting  loans  whose  interest  rate  is 
d  to  the  prime  rate),  the  long- 
m  interest  rate  is  as  low  as  it  has 
en  all  year,  with  triple-A  40-year 
lephone  bonds  yielding  only  about 
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. .  Some  analysts  predict  a 
irther  decline  to  800  on 
e  Dow. ...  I  don't  expect 
ings  to  get  that  bad  . . ." 


cen 


If  Forbes'  Ben  Weberman  is 
ht,  as  he  usually  is,  the  tendency 
ring  the  balance  of  the  year  is  for 
erest  rates  to  soften  further  rather 
in  to  harden.  Therefore,  utility 
cks,  which  have  an  average  yield 
%  at  present,  are  not  likely  to  join 
downward  slide  of  the  industrial 
ck  average. 

Transportation    stocks,    now  corn- 
ed largely  of  airlines  and  railroads, 
Tia'     in  a  peculiar  position.  Not  even 
best  airline,  such  as  Delta,  quali- 
as  an  investment.  There  is  too 
ch  regulation  and  too  many  labor 
)blems  in  that  industry  to  make  it 
atable.  One  of  the  first  lessons  I 
rned  as  a  youngster  in  the  securi- 
;  business  was  to  avoid  stock  in 
npanies  engaged  in  the  transporta- 
n    of    people— railroads,  streetcar 
s,  etc.  This  was  sound  advice. 
IjSorne  railroads  that  are  no  longer 
'the  business  of  transporting  peo- 
,  are  of  excellent  quality.  Union 
zijic,  Southern  Railway,  Norfolk  <b 
stern  and  Chessie  System  merit  a 
h    investment    rating.  Strangely 
>ugh,  their  appeal  rests  not  just  on 
>ng  finances,   solid   earnings  and 
d  management,  but  on  their  more 
less  close  involvement  with  coal, 
production  of  which  will  grow, 
vitably,  despite  the  many  problems 
ing  that  industry. 

\s  far  as  industrials  are  concerned, 
t't  get  prematurely  sucked  into 
/ing  the  "depressed"  glamour 
ks.  They  look  cheaper  than  they 
ually  are,  even  after  the  drubbing 
y  have  taken.  Be  cautious  and  se- 
^  tive  but  not  unduly  bearish.  ■ 


Get  to  know  Conrac... 


before  you  dash  for  a  plane 

It's  a  good  idea  to  get  to  know  Conrac.  Our  complete  airport  in- 
formation display  systems  will  help  you  get  to  the  right  terminal, 
the  right  airline  and  the  right  gate,  at  the  right  time.  Airport  in- 
formation display  is  only  one  of  the  growing  communications 
industries  where  Conrac  is  a  basic  manufacturer  and  marketer. 
If  you  know  an  airport  design  consultant,  ask  him.  He  knows  us 
well... and  the  better  you  know  us,  the  better  you'll  like  what  we 
can  do  for  you. 

CONRAC 

Write:  Conrac  Corporation,  330  Madison  Avenue,  New  York,  N.Y.  10017. 


"Money  makes  money,  and  the  money 
money  makes,  makes  more  money.'' 


High  monthly 
income  or  com 
pounding  of 
income.  

Fidelity  Corporate 

Bond  Fund  makes 

sense  for  those  who 
seek  more  for  their 
money.  The  high  income 

from  your  investment  L. 

The  Fund  may  be  received 
monthly.  Or  you  may  choose  our 


Ben  Franklin 

free  reinvestment  option 
and  automatically  com- 
pound those  earnings. 

There  is  no  sales 
charge  or  redemption 
fee.  There  are  over 
a  dozen  advantages. 
Make  it  a  point  to 
learn  them 
all  today. 

Call  Free 
(800)225-6190 

In  Mass.  Call  Colled  (617)  726-0650 


P.O.  Box  832,  Dept.  FF70515 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees,  other 
charges  and  expenses,  please  write  or 
call  for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


Address. 


City_ 


_  State. 


-Zip- 


L 


Retirement  Plan  Information:  Keogh  OIRA  u403B^< 

FIDELITY  GROUP  Over  $3  billion  of  assets  under  management. 
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INCOME 
INCOME 


1 DAILY  INCOME 
Financial  Daily  Income  Shares,  Inc. 

seeking  high  current  income  from  money 
market  instruments,  consistent  with  safety  of  capital 
and  liquidity 

2 INCOME  AND  GROWTH 
Financial  Industrial  Income  Fund,  Inc 

.  seeking  current  income  with  capital  growth 

3 HIGH  BOND  INCOME 
Financial  Bond  Shares,  Inc. 

. .  .seeking  a  high  level  of  current  income  from  a 
fixed  income  portfolio 

No  Sales  Charge      No  Redemption  Fee 
Call  Toll-free,  1-800-525-6148 

Financial  Programs,  Inc.  4-fb.s  fjbi46.13 

P.O.  Box  2040.  Denver.  Colorado  80201 

Send  prospectus  and  information  for: 

  Financial  Daily  Income  Shares.  Inc 

  Financial  Industrial  Income  Fund.  Inc 

  Financial  Bond  Shares.  Inc 

Name  


Address 


City  _ 


_State. 


-Zip- 


A  prospectus  containing  more  complete  information  about  the 
Financial  Funds  checked  above  will  be  sent  upon  receipt  of  coupon 
or  call  Read  it  carefully  before  you  invest  or  forward  money 


CLASSIFIED 

appears  in 
the  first  issue 
of  every  month. 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 

information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


GUARANTOR  OR  JOINT  VENTURE 


Viable  Projects  wanted  to  Joint  Venture  aa  Guarantor. 
Industrial  and  Commercial  expansion.  Assembly  and 
Processing  Plants,  Hospitals,  Retirement  or  Nursing 
Homes,  Sub-Divisions  or  Shopping  Centers,  Pollution 
Control,  etc. 

Established  firms  needing  operating  capital  send  your 

request.  „  _ 

R.  Bernard 
2102  N.  Arrowhead  Ave.  Suite  A 
San  Bernardino,  California  92405 


High  Yields  No 
—And  Tomorrow 

By  Richard  B.  Hoey 


ost  long-term  investors  aim  for  a 
combination  of  high  current  yield 
and  high  future  dividend  growth.  Un- 
fortunately, there  is  usually  a  trade-off 
between  current  yield  and  the  rate  of 
future  dividend  growth.  Companies 
that  pay  out  a  large  percentage  of 
their  earnings  in  current  dividends 
have  little  retained  earnings  left  to 
grow.  Companies  that  plow  earnings 
back  into  expansion  for  growth  rare- 
ly have  a  great  deal  of  extra  cash  left 
over  to  pay  dividends.  There  are, 
however,  a  small  number  of  stocks  that 
offer  a  combination  of  both  good  cur- 
rent yield  and  good  dividend  growth 
potential. 

A  prime  example  is  Consolidated 
Natural  Gas  (41,  with  earnings  per 
share  estimated  at  $5.50  in  1977  and 
$6.60  in  1978).  Between  1971  and 
1976,  dividends  grew  at  a  compound- 
ed rate  of  only  about  3.5%,  but  over 
the  next  few  years  they  should  rise  at 
a  9%  to  10%  annual  rate.  The  divi- 
dend—$2.50  currently— should  be 
around  $3.60  in  1981.  At  the  recent 
stock  price,  the  yield  is  5.8%  on  the 
current  dividend,  and  an  estimated 
8.4%  in  1981.  If,  due  to  a  stock  price 
rise,  the  yield  in  1981  is  lower  than 
the  8.4%,  so  much  the  better  for  cur- 
rent buyers  of  the  stock. 

A  20%  Gain 

Why  should  Consolidated's  divi- 
dends rise  so  rapidly?  Because  earn- 
ings should  grow  at  a  9%  annual  rate 
during  1976-81,  including  a  large  20% 
gain  in  1978.  An  increasing  propor- 
tion of  the  company's  gas  production 
will  probably  be  sold  at  higher  prices 
by  1978.  Major  rate  increases  of  gas 
transported  through  pipelines  have  al- 
ready been  approved.  Oil  production 
should  triple  between  1976  and  1978. 
The  company's  gas  supply  equals  16 
years,  well  above  the  average  for 

Mr.  Hoey  is  a  vice  president  and  invest- 
ment strategist  at  Bache  Halsey  Stuart. 


the  industry  of  less  than  ten  ye 
Several  insurance  companies  also 
fer  the  combination  of  current  y 
and  prospects  for  dividend  grov 
Insurance  companies  generate  la 
and  increasing  cash  flows  from 
financial  assets  in  their  corporate  p 
folios  which  can  be  reinvested  at 
high  bond  yields  available  today 
old  low-yielding  bonds  mature, 
surge  in  cash  flow  should  genei 
strong  dividend  increases,  especi 
if  the  next  cycle  of  underwriting  lo, 
is  relatively  moderate.  The  divid] 
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"...By  1986  I  expect  IBM' 
dividend  to  be  about  $33, 
which  on  today's  price  giv|rf 
a  future  yield  of  13.5%  ... 


12,  $1.65, ! 
P  andil 
learly  doublt 
lie  pnce  of 
lalved  over  I 
tog's  earning 


on  Continental  Corp.  (54,  $7.95  ei 
ings  in  1977,  $8.85  in  1978)  she 
show  a  45%  rise,  from  $3  to  $4 
between  1977  and  1981,  an  am 
growth  rate  of  almost  8%.  If  this  t 
ish  forecast  is  correct,  the  future  y 
of  the  1981  dividend  on  today's  p 
would  be  8.1%  versus  the  5.6%  curi 
yield  now  available  from  the  stock. 

The  dividend  on  IN  A  (45,  $7 
$9.60)  should  rise  from  $2.30 
$3.65  by  1981,  a  rise  of  59%.  The  ( 
mated  future  yield  of  8.1%  greatly 
ceeds  the  current  yield  of  5. 1%. 

Even  the  yield  on  IBM  (i 
$17.50,  $20)  begins  to  look  subsl 
rial  if  calculated  on  an  estima 
1981  dividend  rate  of  $17.50 
current  yield  on  today's  $10  divid 
is  4%,  roughly  the  same  as  the 
erage  for  all  industrial  stocks, 
estimated  future  yield  of  the  $17 
dividend  on  today's  stock  price  is  7 
By  1986,  I  expect  IBM's  dividenc 
be  about  $33,  which  on  today's  p 
gives  a  future  yield  of  13.5%.  S( 
you  buy  the  stock  today,  the 
on  your  purchase  cost  will  be  lc 
by  1986— if  our  optimistic  forecast 
IBM  dividend  growth  is  corr 
This  means  that  IBM  is  the  ideal 
vestment  for  50-to-60-year-old  in' 
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Q  >rs  now  in  high  tax  brackets  but 
lanning  to  retire  over  the  next  five 
>  15  years.  This  would  be  true  even 
my  dividend  forecasts  prove  some- 
hat  optimistic. 

One  warning:  IBM  is  a  stock  to 
^oid  if  you  are  in  the  stock  market 
>r  entertainment  and  excitement.  Its 
imbering  price  action  may  bore  you 
ill  >  tears.  This  stock  is  strictly  for  long- 
:rm  investors. 

Most  people  think  of  Kraft  only 
hen  they  eat  cheese.  But  Kraft,  Inc. 
47,  $5.45  in  1977,  $6.05  in  1978) 
also  an  attractive  investment  for 
jrrent  yield  and  dividend  growth, 
he  current  yield  is  5%  on  the  $2.32 
ividend.  Dividends  should  rise  to 
3.90  in  1981,  resulting  in  an  esti- 
spH  lated  future  yield  of  8.3%. 

I  would  also  buy  Sterling  Drug 
12,  $1.65,  $1.75).  Its  current  yield 
5.4%  and  it  should  see  its  dividend 
early  double  in  the  next  five  years. 
BM  he  price  of  Sterling  stock  has  nearly 
lived  over  the  past  two  years.  Ster- 
ag's  earnings  problems  that  were  at- 
;gi  ibutable  to  production  difficulties 
id  currency  translations  should  be 
>ming  to  an  end. 


n  Eye  On  Washington 

Forecasting  future  earnings  and 
vidends  is  always  hazardous,  but 
e  stocks  recommended  above  offer  a 
>mbination  of  average  or  above-av- 
age  current  yield  combined  with 
K)d  prospects  for  major  dividend 
creases. 

One  uncertain  element  in  the  inves- 
■  \  its  aftertax  yield  from  corporate 
;,v,  vidends  is  the  momentum  in  Wash- 
gton  toward  reducing  the  double  tax- 
ion  of  dividends.  I  am  less  excited 
>out  this  prospect  than  are  many 
arket  observers:  Politically,  the  least 
cely  outcome  of  this  controversy  is 
ajor  tax  savings  to  wealthy  investors, 
nail  investors  may  get  a  tax  break 
i  their  dividends,  however.  Before 
>u  get  too  excited  about  this  possi- 
jlity,  remember  that  the  last  major 
x  change  for  stockowners  passed  by 
ongress  was  to  double  the  holding 
iriod  for  long-term  capital  gains 
m  six  months  to  12  months  as  of 
n.  1,  1978. 

Investors  should  closely  monitor  the 
abate  in  Washington  on  stimulating 
pital  spending  and  reducing  dou- 
e  taxation  of  dividends.  Next  to  in- 
ition,  it  will  be  one  of  the  most  im- 
irtant  influences  on  the  stock  mar- 
t  over  the  next  year.  ■ 


T1 


sul 
still 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any 
of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUES 


May  19,  1977 


$75,000,000 

Castle  &  Cooke,  Inc. 

$25,000,000 
S%%  Notes  Due  1985 
Price  100% 

plus  accrued  interest  from  May  15,  1977 


$50,000,000 
SlA%  Sinking  Fund  Debentures  Due  1997 
Price  99% 

plus  accrued  interest  from  May  15,  1977 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the 
several  underwriters,  including  the  undersigned,  only  in  States 
in  which  such  underwriters  are  qualified  to  act  as  dealers  in 
securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Warburg  Paribas  Becker  Inc. 


Dillon,  Read  &  Co.  Inc.    Goldman,  Sachs  &  Co.    Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Salomon  Brothers  Bache  Halsey  Stuart  Inc.  Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Lazard  Freres  &  Co. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Hornblower,  Weeks,  Noyes  &  Trask 

Incorporated 

Kidder,  Peabody  &  Co.  Kuhn  Loeb  &  Co. 

Incorporated  Incorporated 

Lehman  Brothers       Loeb  Rhoades  &  Co.  Inc.       Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.    Smith  Barney,  Harris  Upham  &  Co.    Wertheim  &  Co.,  Inc. 

Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 


Forbes  Reprint 


Reprints  of  the  FORBES  essay  (Nov.  15,  1976),  "Inflation  Is  Now  Too  Serious  A  Matter 
To  Leave  To  The  Economists,"  are  again  available.  To  order,  please  use  the  coupon 
below  and  include  payment  with  order. 

Price  Schedule 

1-   9  copies  $1.25  each  100-499  copies  .50  each 

10-  99  copies  .60  each  500  or  more  copies  .40  each 

FORBES  Reprints 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
Attention:  T.M.  York 

Please  send  me  copies  of  the  FORBES  essay.  I  have  enclosed  payment  with  my 

order. 

Name  __  

Address  — 


City/State/Zip- 


(Please  allow  4  weeks  for  delivery.) 
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800- 
638-1527 

or  (301)  547-2136  collect 

""income  may  tie  suhject  to  taxes 
in  some  stales. 


A  no-load  fund.  Free  prospectus.  Call  or  write 
Rowe  Price  Tax-Free  Income  Fund,  1 00  East 
Pratt  Street,  Baltimore,  Maryland  21202 


Dept.  A6 


TAX  FREE  INCOME  FUND 


For  more  complete  information  including  management  tee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  before  you  invest  or  send  money- 
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Consecutive  dividend 
payments  since  1909 


iouua  pouueR 


QUARTERLY  DIVIDEND 
INCREASED 

to  54$  per  common  share  (For- 
merly 521/2<p  per  share ). 

A  quarterly  dividend  at  the  in- 
creased rate  of  54$  per  common 
share  has  been  declared  pay- 
able August  5,  1977,  to  stock- 
holders of  record  July  1,  1977. 
Regular  quarterly  dividends  on 
all  preferred  stock  will  be  pay- 
able July  1,  1977,  to  holders  of 
record  June  3, 1977. 

J.  Paul  Glahn 
Vice  President  and  Treasurer 


Iowa  Power  and  Light  Company 

666  Grand  Avenue 
Des  Moines,  Iowa  503U3 
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Ti  i  ,         on  the 

I  hOUgntS  . . .  Business  of  Life 


The  first  service  a  child  doth 
his  father  is  to  make  him  foolish. 
George  Herbert 


Whether  you  be  man  or  woman, 
you  will  never  do  anything  in 
this  world  without  courage.  It  is 
the  greatest  quality  of  the 
mind  next  to  honor. 
James  L.  Allen 


There  is  nothing  in  the  world  so  much 
admired  as  a  man  who  knows  how 
to  bear  unhappiness  with  courage. 
Seneca 


Every  man  of  courage 
is  a  man  of  his  word. 
Pierre  Corneille 


It  is  curious  that  physical  courage 
should  be  so  common  in  the 
world,  and  moral  courage  so  rare. 
Mark  Twain 


Trusting  to  chance 
makes  a  lottery  of  life. 
Arnold  Glasow 


Good  friends  are  like 
shock  absorbers.  They  help 
you  take  the  lumps  and  bumps 
on  the  road  of  life. 
Frank  Tyger 


We  cannot  be  independent  of  the 
kindly  give-and-take  spirit  of 
cooperation  in  our  work. 
Roderick  Stevens 


It  may  be  true  of  all 
relationships,  not  only  between 
fathers  and  sons,  but  between  men 
and  women.  Nothing  seems  fixed. 
Everything  is  always  changing. 
We  seem  to  have  very  little 
control  over  our  emotional  life. 
Sherwood  Anderson 


A  ship  ought  not  to  be  held 
by  one  anchor,  nor  life 
by  a  single  hope. 
Epictetus 


Without  self-reliance,  no  man 
can  succeed  in  the  largest  way. 
Self-reliance  has  been  well 
defined  as  a  multiplex  virtue, 
the  amalgam  of  courage,  energy, 
hope,  grit,  enthusiasm, 
ambition  and  endurance. 
B.C.  Forbes 


Probably  the  most  neglected 
friend  you  have  is  you. 
L.  Ron  Hubbard 


The  world  is  always  willing 
to  help  the  man  who 
is  trying  to  help  himself. 
William  Feather 


Men  seem  neither  to  understand 
their  riches  nor  their  strength. 
Of  the  former  they  believe 
greater  things  than  they  should; 
of  the  latter,  less. 
Francis  Bacon 


Features  alone  do  not  run  in  the 
blood;  vices  and  virtues,  genius 
folly,  are  transmitted  through 
the  same  sure  but  unseen  channel. 
William  Hazlitt 


To  be  nobody-but-yourself— in  a 
world  which  is  doing  its  best, 
night  and  day,  to  make  you 
everybody  but  yourself— means 
to  fight  the  hardest  battle  which 
any  human  being  can  fight, 
and  never  stop  fighting. 
E.E.  Cummings 


Whatever  your  lot  may  be, 
paddle  your  own  canoe. 
Edward  P.  Philpots 


It  is  impossible  you  should  take 
true  root  but  by  the  fair 
weather  that  you  make  yourself; 
it  is  needful  that  you  frame 
the  season  for  your  own  harvest. 
Shakespeare 


The  wise  man  hits  first, 
then  hollers  help. 
Ignas  Bernstein 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


If  our  impulses  were  confined 

to  hunger,  thirst  and  desire,  we 

might  be  nearly  free,  but  now 

we  are  moved  by  every  wind  that 

blows,  and  a  chance  word  or  scene 

that  that  word  may  convey  to  us. 

Mary  Shelley 


A  Text 


Sent  in  by  J  Willard  Yuder,  Paterson, 
N.J.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


That  ye  be  not  slothful,  but  followers 
of  them  who  through  faith  and  pa- 
tience inherit  the  promises. 
Hebrews  6: 12 
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